PETROLEUM INDUSTRY ACT, 2021

EXPLANATORY MEMORANDUM

This Act provides logal, governance, regulatory and fiscal framework for the MNigerian petroleum
industry, and the development of host communities.
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FETROLEUM INDUSTRY ACT, 2021
A Rill
For

An Act to provide legal, governance, regulatory and fiscal framework for the Nigerian
petroleum industry, the development of host communities; and for related matters.

[ ] Comne R
ENACTED by the National Assembly of the Federal Republic of Nigeria
CHAPTER |— GOVERNANCE AND INSTITUTIONS
PART [ — VESTING AND OBJECTIVES
1. The property and ownership of petroleum within Nigeria and its territorial watcrs, Vesting of petrolewn,
continental shelf and exclusive sconomic zone is vested in the Government of the
Federation of Nigeria.
2. The objectives of this Chapter are 1o - Dhjectives,

{a) create efficient and effective governing institutions, with clear
and separate roles for the petroleum industry,

(b} establish a framewnek for the creation of o commescially
oriented and profit-driven national petroleum company,

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

(d) foster m business environment conducive for petroleum
operations; and

(e} deepen local content practice in Nigeria oil and gas industry.
PART [1-— MINISTER OF PETROLEUM
3. (1} The Minister shall - Powers of dse Mirdsser,

{a) formulate, monitor and administer government policy in the
petroleum industry;

(b) =xercise gereral supervision over the affairs and operations of
the petraleum industry in accordance with the provisions of this
Act:




(¢) report developments in the petroleum industry to the
government;

(d) represent Migeria at intemational organisations on petroleum
miatters;

{e) promote an enabling environment for investment in the Nigerian
perroleum industry;

(f) negotiate treaties or aother international agreements on matters
pertaining to petroleum on behalf of the Government,

{g) upon the recemmendation of the Commission, grant petroleum
prospecting licences and petroleum mining leases through the
processes established in this Act

{h} upon the recommendation of the Commission and pursuant 1o
the provisions of this Actand the regulations, revoke and assign
interests in petroleumn prospecting licences and  petroleum
mining leases;

(i} delegate in writing to the Chiel Executive of the Commission or
Authority any power conferred on the Minister by or under this
Act;

(j) wpon 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 the Authonty,
direct in writing the suspension of petroleum operations in any
area —

(i} until arrangements to prevent danger to life or property
have been made to his sutisfaction, or

{i1) where in his opinion, a contravention of this Act or any
regulation made under this Act has occurred or is likely
to occur,

(2) The Minister may order a8 cutback of the levels of crude oil or condensste production
in the cantext of intemational oil pricing agreements supported by Migeria.

(3} The Minister shall have rights of pre-emption of petrolenm and petroleum products
marketed under any licence or lease in the event of a national emergency wnder the
First Schedule (o this Act.

{#) The Minister shall give general policy directives to the Commission on matters
conceming upstream petroleum opemations and 1o the Authority on matters relating
1o midstream and downstream petroleum operations as well as matiers related to co-

First Schodule.




operation among the two entities in line with the provisions of this Act and the
Commission and the Authority shall comply with such directives.

(3) The Mintster shall cause the general policy directives issued under subsection (4) ta
be published in the Federal Government Gazetie,

PART Il — THE COMMISS10N

4. (1) There is established the Nigerian Upstream Peireleum Regulatory Commission (in
thiz Act referred to as “the Commission™) which shall be a body corporate with
perpetuol succession and B common seal.

{2) The Commission shall have the power 1o acquire, hold and dispose of property, sue
and be sped in its own name.

(3) The Commission shall be regponsible for the technical and commercial regulation of
upsirean petroleun operalions.

3. The ohjects and functions of the Commission in this Part ave limited to upstream
petroleumn operations.

6. The ohjectives of the Commission shall be to -

(&) regulate upstrenm petroleum operations including technical,
operational and commercial activities:

() ensure compliznce with all applicable laws end repulations
goveming upsiréam petroleum operations;

(&) ensure that upstream petroleum operations are carried out in a
manner o minimise waste ond achieve optimal government
revenucs;

{d) promote healthy, safe, efficient and effective conduct of
upsireamn petroléum operations in an  enviroomentally
acceptable and sustainable manner;

(e} ensure efficient, safe, effective and sustainable infrastructural
development of upstream petrolewn operations:

{f) determine, administer and ensure the implementation and
maintenance of technical standards, codes, practices and
specifications applicable to upsiream petroleum operations
pursuant 10 good international petroleumn industry practices;

(g) implement govermment policies for upstream petroleum
operations as directed by the Minister of Petroleum in
aceordance with the provisions of (his Aot

Appisaion of this Pry

Oinjeetives af the
Comnmisgion.



{h} promote an enebling environment for investment in upstream
petrolcum operations;

{1} ensure strict implementation of environmental policies, laws
and regulations for upstreamn petroleum operations;

(i) ensure the implementation of national policies for upstream
petraleum operations; and

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

7. The technical regulatory functions of the Commission include to -
Technical regulsrory
FF . < fanetions of (he
{a) enforce, administer and implement laws, regulations and Cimmmisaton.

policies relating to upstream petroleum operations;

() ensure compliance with applicable naticnal and international
petroleum industry policies, standards and practices for
upstream petroleum operations;

(e} establish, monitor, regulate and enforce health, sefety and
environmenta] measures and standards relating o upstream
petroleum oparations including -

(i} maragement of petroleum reserves and installations,
and

(i) explocation, development and production activities
within the onshore, frontier, shallow water and deep
offshore acreages of Nigeria;

(d) administer, monitor and enforce compliance with the t=rms
and conditions of leases and licences pranted and permits and
authorisations issued to 2 company in respect of upstream
petroleum operations;

(&) set, define and enforce approved standards and regulations for
design, construction, fabrication, operation and maintenance
of plants, installations and facilities used or o be used in
upstream petraleum operations including —

(i} erude il and natural gas evaluation and menagement,
(ii) upsiream natural gas gathering,

(i11) natural gas treatment, and

(iv} the elimination of natural gas flaring and venting;



{F) keep public registers of —

(i} licences and leases granted by the Minister and permits
and other authorisations issued by the Commission,

(ii} beneficial ownership, drd

(iii} award, renewal, assignment, amendment, suspansion
and revocation;

{g) carry out enquiries, tests, audite or investigations and take
other steps 1o monitor the activities of licensees, lessees or
permit holders;

i} establish and enforce standards relating 1o upstream petroleum
operations;

{i} underizke evaluation of national reserves and develop policies
fior prudent reservoir management practices;

{j) maintain a Nigerian petroleum industry data bank comprising
of materials, information and data acquired by, or submitted
ta, the Commission in the exercise of ils statutory and
regulatory functions;

(K) require lessees, licensees and permit holders o furnish and
publish specified information relating to upstream petroleum
operations in this Act and the Mational Data Repository
Regulation, 2020;

(1) supervise and cnsure accurate calibration and certification of
equipment used for metering upstream petroleum operations,
pursunnt to applicable laws, and issue certificates of quality
and guantity for peiroleum produced,

(m) publish repons and statistics on upstrezm petroleum
operations to promote the growth of the petroleum mdustry;

{n) advise the Minister on fiscal, operational, technizal and other
mallers W enfanve e wpstiedm petroleum uperativo,

{0} issue permits and other authorisations as may be necessary
under an upstream licence or lease, including -

(1} seismic operations,
(i) drilling operations, and

(iif) design. construction and operation of facilities for
upacream potrolaum operatinnag




(p) astablish special laboratories to provide data storage and
festing, gqualmy assurance and ceriflication for upstoeam
petrolewm operations;

{q) perform technical evaluation and assessments regarding
submissions made to the Comimission by licensees, lessess or
permit holders involved in upsweam petroleum operations;

(th keep records, data and reports obtained from wpstream
perrolenm operations, as may be required undzar any Act or
regulation and give directive to any persen, company or entity
in that regard;

(s) manage and administer data regarding unallocated acreage;

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

(u) when requested, provide assistance In parlies condueting

upsiream petraleum operation, where in the sole opinion of
the Commission such assistance s merited;

(v} approve field development plans for upstream petroleum
operations 85 well as monitor its execution;

(w) compuie, determineg, assess and ensure pavment of rovalties,
rems, fees, and other charges for upstream petrolenm
operations as stipulated under this Act and any regulation;

{x) estoblish paremeters and codes of conduct for licensees
lessees or permit holders in the upstream petroleum
pperations;

(v} monitor the fisancial viability of licenzees, lessses or permit
holders with respect to upstream petrolesm operations;

(z) develop, mamtan and publish a database of upstream
petialewm opeiations,

{aa) subject to the confidentiality provisions of section 83 (7) of
this Act, share information and dsta on the upstrezm
petroleum operations with other government entities which
have functions with respect to the petrolesm sector;

(bb) perform such other function a8 may be necessary to give
effect to the provisions of this Act.



(e} ensure and monitor performance of industry plavers and
quality of the provision ol services of servicing companies in
the upstream petroleum industry;

{dd) conduct studies relating to the economy, efficiensy and
effectiveness of the upstream petrolewm industry; and

{ee) issue certificales of quality and quantity lo exporters ol crude
0il, natural gas and petroléum products from inteprated
operations and crude ¢il export terminels established prior to
the effective date and the Commission shatl have the power
to monitor and regulate the operations of crude oil export
terminals end the responsibility of weights and measures at
the crude oil export terminals shall cease to exist from the

cffcetive date.
& i L = Corimnereinl regrilabary
B. The commercial regulatory functions of the Commission shall be to 3 m':f
Commission.

(2) review and approve the commercial aspects of field
development plans in the upstream petrolesm operations;

(b} develop cast studies and benchmarks for the evaluation of
upStréam  petroleum  operations taking im0 account
petroleum  industry  specific issues, including field size,
reservoir depth, location of operations, fechnology applied,
production methods and petroleum guality;

(c) allecate petroleum production quotas for the purpose of
curtailing export of petroieum 0 conjunction with NMPC
Limited pursusnt to regulations; and

{d) where in situ facilitres or tixed or floating plattorms or vessels
provide for fully iotegrated 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 where
there is a joint use of utilities used exclusively for the upstream
and midstream operations.

9. (1) The functions of the Commission with respect to frontier basins shall be to - Einedloine of the
Commissioe for Erantier

{4} promaote the exploration of the frontier basing of Migeria; ki,

(b) develop exploration strategies and portfolic management for
the exploration of unassigned frontier acreages in Nigeria,

(e) identify opportunities and increase information aboul the
petroleum resources base within frontier basins in Nigeria;
and



{d) underiake studies, analyse and evaluate unassigned frontier
hasins in Nigeria.

{2) Where daia acquircd and interpreted under a petroleum exploration licznce, in the
judgment of the Commission. require testing and drilling of identifiabie prospects
and leads, and no commercial entity has publicly expressed an intention af 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 &
service fee besis to be charged o the Frontier Exploration Fund under this Act

{3) Where commereial dissovery is made vnder subsection (2), WNPC limired shall have
the first right of refusal in the award of the screage for subsequent development and
ather petroleum operations in such frontier acreages under this Act.

{4) There shall be maimeined, for the purpose of this section, a Frontier Exploration
Fund which shall be 30% of NNPC Limited"s profit oil and profit gas as in the
production sharing, profit sharing and rigk service contracts.

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

10. The Commission shall bave power o —

{8} enforce the provisions of any -

(i) reguiation made with respect 1o upsiream petroleum
operations,

{ii} regulations, policies or guidelines formerly
admimstered by the Departmenmt of Petrofewm
Resources or the Petroleum Inspectorate, with respect
to upstream petrokeum operations, and

(iii) ensctments with respect to the upstream petroleum
industry made prior to the coming into foree of this Act
and any regulations mede 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 petrolesm operations,
where there has besn a comravention of this Act or any
regulations made under this Act;

{c) ensure compliance with the Nuclear Safety and Radiation
Protection Act and such other egislative provisions as may be
applicahle in upstream petrolewm operations;

Pewers af the
Consmicaiom.
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(d} set standards to promote the adoption of new technologies for
upstream petroleum operations;

(¢) require lessees, licensees and permil holders to publish
specified and non-proprietary informetion relating tn upstream
petroleum operations;

(f) issue guidelines in accordance with the provisions of this Act
ar any regulation in respect of upstream petroleum operations;

{g) recommend to the Minister the revocation or suspension of

licences or ieeses in eccordance with this Act and approve
renewal of leases;

{k) within the jurisdiction of the Commission, heve access to -

{i) areas or rights of way regarding licences, leases or any
related offices or buildings where information or data
are available for inspection under this Act: and

iii} all installations 1o which this Act applies, including
plants and stations 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 & petroleum prospecting licence, petrcleum
explosation licence or any petraleum mining lease to which
this Act epplics, special terms and conditiens consistent with
this Aet at the grant or renewal of the licence or lease;

(J) renew licenses and leases subject to the provisions of this Act;
and

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

1. (1} There is established a Governing Boerd {in this Act referred to as “the Board of the &*wulﬂwﬁnﬂh:
Commission™) which shall be responsible for the policy and general sdministration
of the Commission.
(2) The Board of the Commission shall consist of -
(a) one ron-executive chairman;

{b) two non-executive commissioners:

() the chief executive of the Commission (in this Act referred
o a5 "the Commission Chief Executive™);



{d} two other executive commissioners who are responsible for

finance and accounts and explosation and acreage
menagement;

(e} one represencative of the Authority not helow the rank of
Director;

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

(2} one representative of the Ministry of Finanee nol below the
rank of Director.

(3} Appointments to the Board of the Commission under subsection (2) shall be made
by the Presideat subject to confinmation by the Senate, except for the gppoiniments
of ex-0fficio members under subsection (2} (e}, (I and (g).

{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 econamy
and shall hold office for a period of five years end may be re-appointed for a further
term of five years, om such terms and conditions as may be specified in the letter of
appointment,

(3) Subject to subsection (4) of this section and section 18 (7) of this Act, 2 commissioner

shall hold office tor five years and may be re-appointed for a further term of five
VEArs.

(6) A nos-executive commissioner shall hold office on part-time hasis.

(7} The Board of the Commission may authorise in writing any commissioner,
committee of the Board of the Commission, the Commission Chief Executive or any
other officer or emplayee of the Commission, (o exercise any power or carry out any
duty or function of the Commission under this Act or regulation made under this Act.

(8) The proceedings of the Board of the Commission and ccher ancillary matters shall be
a5 prescribed by regulstion made under this Act.

12. The Buard of the Commisston shall - Fusctions of lhe Bosrd of
Ly Comonission
(&) be responsible for the formulation of policy, supervision and
giving strategic direction ro the Commission;

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

{c) review and approve the business, strategic and operating plans
of the Commission;

{d} congider and approve the annual budget of the Commission
before submission o the National Assembly for appropriation;



{e) approve the maragement accourts and audited accounts of the
Commission and consider the manapgement [engr from the
exterral auditors;

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

(&) recommend remuneration, allowances, benefits and pensions of
employess of the Commission in consullation with the National
Sularies, Incomes and Wages Commission, having regard to the

(i} speciafisad nature of work to be performed by the
Cominission,

(ii} need to ensure the financial self-sufficiency of the
Commission, and

(ifi} rermuneration and allowznces paid in the private sector
i upsleeam petroleum operations to individuals with
equivalent responsibilities, expertise and skills;

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

(1} perform such other functions as may be necessary for the efficient
end effective administration of the Commission under this Aet,

13, {1} Commissioners shall be paid from the fonds of the Comumission such memuneration  Rerwnerstion wod

and allowances as applicable. ke

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

14, A member of the Board of the Commission may be suspended or removed from office  $spension er removal of
by the President, where the member - Ernbm fmmﬁmﬁﬂ

(a) iz found to be —
(1} unqualified for appointment under section |1 of this Act,
(i1} unqualified subsequent to his appointment, or
(it} m bresch of conflict of interest provisions in the

Companies and Allied Matiers Act or any regulaiion Act No 3, 20240,
regarding conflicts of intzrest passed under this Act;



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

{c} has demonstrated an inability 1o eectively discharge the duties
af hiz nffice;

(dy has been absent from the mesting of the Beard 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 resson is shown
for the absence;

(e} 1s found guilty of serious misconduct by & court or tribunal of
competent jurisdiction; or

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

(1) been adjudged or declared bankrupt or insolvent and
has net been discharged,

[it) made an AsSignment T oOF ATTANZEMENT OF
composition with his creditors which has not been
rescinded or set aside, or

(iii) been declared to be of unsound mind.

15. A non-executive commissioner may resign his appoinument by giving two-month's Resignation of 2 soe-

written notice o the President. exscdive commilssioner
i 1550 iss] " Vacancy on the Board of
16. A vacancy on the Board of the Commission shall oceur, where a commissioner " el
(o) dies;

{b) is removed from office in accerdance with section 14 of this
Act;

(c) resigns from offics;
{d) completes his tenure of office; or
(&) 13 incapacitated.

17. A vacancy on the Board of the Commission shall be filled by the appointment of another  Filling of vacacy an the
person in aceordance with section 11 of this Act Board of the
b Coamamissiog,
18. (1) The Commission Chief Executive is the accounting officer znd shall be responsibje  Commission Chief
for the administration of the Commission. S Hoaca
(2) There shall be six cueccutive commissioners for the Commission with each
responsible for one of the following -




{2) Exploration and Acreage Management;

(b} Development and Production;

{c) Heslth, Safety, Environment snd Community;
(d) Ecomomic Regulation and Strategic Planning;
{e} Corporate Services and Administzation; and
(1) Finance and Accounts.

{3} A person to be appeinted as Commission Chief Execufive and as an executive
commissioner of the Commissien shall have extensive managerial, technical or

professional knowledge of the upstream petroleum operations with a minimum of 15
years post-qualification cognate expericnce.

{4) The Commission Chief Executive shull be appointed on such terms and conditions

as may be set out in the letter of appointment, except as otherwise provided for in
this Act

{5) An Executive Commissioner shall be appointed on such terms and conditlons as

may be set out in the Jetier of appointment, except as otherwise provided for u this
Act.

{f) The Commission Chizf Executive shall be appointed for an initial term of five years

and may be re-appeinted for a further term of five years, subject ta confirmation by
the Senate.

{7) The President may, nat later than 90 days prior to the expiration of the enure of the
Commission Chiet Executive or an execulive commistioner, re-appoint the
Commission Chief Executive or Executive Commissiones or appoint another
qualified person.

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

{a) is likely to be in breach of conflict of interest provisions under
the Componies and Allied Matters Act or regulation made
under this Act;

(k) has a financial interest in any business connected, directly or
indirectly with the petroleum industry;

(c} is engaged in any activity for remuneration or otherwise
connected with the petroleurn industry;

Acd Mo 5, )




{d] is u relative of & 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 he declares
his imterest and makes appropriste arngemants to
ensure the avoidance of a conflict of interest,

{i1) the President is satisfied that the interest or activity
shall not interfere with the person’s impartial discharge
of his duties as the Commission Chiel Executive or an
executive commissioner, or

(itiy the financial interest i terminated prior 1o the
appoiniment taking effect; or

{&) has, under the laws in force in any country -

(1) been adjudged or declared bankrupt or insolvent and
has mot been discharged,

(i) made an assignmont 0, or armangomeont o
composition with his creditors, whick has not been
rescinded or set aside,

{iii) been declared 10 be of unsound mind,

{iv} been convictad of any criminal offence by & 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.

14, ‘the Board of the Commission shall determine the number of persons that shall be Employes ol the

employees of the Commission. Crenredssion.
20. (1)The employees of the Commission shall be subject 1o terms and conditions of service  Terms wnd canditions o
set out by the Board of the Commission. mﬁlﬁ

(2) The terms and cordilions of seevice relerred W in subscetion (1) moy provide Tor —

(e} the appointment. promoilon, dismissal and discipline of
employees;

(b} appeals by employees against dismissal or other disciplinary
mgasures; and

{c) the grant of pensions, gratuities and other retirement benefits (o
employees,




{3} In this section, “sppointiment” includes secondmen:, transfer and contract
appointments,

{4) Emplovees of the Commission shall be “public officers” as defined in the
Constitution of the Federal Republic of Nigeria.

(51 Emplocvment by the Commission shall be subject to the provisions of the Pension
Reform Aci and officers and employess of the Commission shall be entitled 1o
pension and other retirement benefits as prescribed under the Pensions Reform Act,

(8) Mothing in subsection (3) 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 offic.

21. The Board of the Commission, in consultation with the Netional Salaries, [ncomes and
Wages Commission, shall detcrmine and periodically review the remuperation and
allowances payable to the employees of the Commission, having regard to the -

(a) specialised naturs of work to be performed by the employees of
the Commission;

(k) need w ensure the financial sell~sulTiciency of the Commissivng
and

{c) remuneration and allowances paid within the petroleumn
industry to individuals with egquivalent responsibilitics,
expertise and skills.

22, (1} The Commission shall, not later than 30th of September of sach year or such other
date that the Minister responsible for Budget and Mational Planning may detenmine,
prepare and present o the National Assembly, a statement of estimated income and
expenditure of the Commission for the next financial year.

(2) Motwithstanding the provisions of this section, the Commission may, in each
financial year, submit to the National Assembly, supplementary or adjusied
statements of estimated income and expenditure of the Commission.

{3} The financial vear of the Commission shall be a period of 12 calendar months

conunencing o the st of January in ¢ach vear or such other date as the Minister of
Finance may determine.

23. {1)The Beerd of the Commission shall eppoint & Seeretary, who shell -
(2} be the Legal Adviser to the Commission;

(k) attend meetings of the Board of the Commission and keep

minutes, corporate records end the common seal of the
Commission, 2nd

Cap. C235, LT, 204,
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(<) carry out such administrative and other secretariel duties as the
Commission Chief Executive and the Board of the
Commission may dirsct.

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

24, (1) The Commission shall maintain & Fund (in this Act referred to as “the Commission  Fund ef the Commission.
Fund™) into which money accruing to the Commission shall be paid and sll

expenditures of the tommission shall be subject to appropriation by the National
Asgembly,

{2} The source of the Commission Fund shall be as follows -

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

(b} fees charged by the Commission for services rendered to
licenseos, lessees, permit holders and other authorisetions
iszued by the Commission;

(¢) cost of collection by the Commission;

{d} income derived from publications made by the Commission
and other related activities, including data sales;

(¢} fees paid to the Commission for using facilitics owned or
managed by the Commission: and

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

{3) The Commission Fund shall be applied -

{a) lo meet approved budgetary obligations of the Comumission;

{b} lo meet administralive and operating cost of the Commission;

() to pay salares, wages, Tses o olher remunesation o
allowances, pensions and other retirement berefits payable o
employees of the Commission,

(d) te acquire and maintain any property acquired by or vested in
the Commission;

() for investments, as provided under the Trustee Investments
Act or any other applicable legislation, subject to the approval Cap, T22 LFN, 2004,
of Minister responsible for Finance: and



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

(4} The Commission shall ensure that money aceruing from rovalties and
rents charged under this Act or any subsidiary legislation made nder
this Act on rovalties and rents are pind into the Federation Account.

{5) AL the end of each mancial year, any money that accrued to the
Commission Fund under subsection (2], which have not been utilised

for the purpoeses provided under subsection (3), shall be paid into the
Conszolideted Fevenue Fund.

{6} The Commission may accept grants of money or property on such
terms and conditions as may be specified by the person or
organization making the grant, provided that -

fa) the werms s conditions of the grant are consistent with the
ohjectives and functions of the Commission; or

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

{7) Mothing in subsection (6) or under this Act shell be construed as authorising the
Commission Chief Executive, commissioners, officer or emplovee of the

Commission 1o accept any grant for their personal use,

{B) The Commission shall keep proper accounts of its income and expendimre for each
financial vear and canse it to be andited within six months after the end of each
financial year by suditors appointed by the Commission from a list of auditors
approved in accordance with guidelines, supplied by the Auditor-General for the

Federation.
(%) The Commission shall submit o the Minister -

{a} & mid-year report of itz operaticns and finances not [ater than
the 31st of August of each vear;

{b) &an annual repon of its aperations and performance; and

ic) an eudited financial account for the yveer, not later than 31st of
March of the following year.

(10} The Commission shall, not later than the 3151 of March of each year—

(2} submit to the Minister a swmmary of its annual report and
audired financial accounts; and

(b) publish the annual report and avdited financial accounts on its
website.



(11} The provisions of any cnactment relating to the taxation of
companies or trust funds shall not apply to the Commission.

23. (1) Any Government ministry, depariment or agency exercising any power or function mﬂ_ﬂ'!“
or taking any action, which may have direct impaet on upstraam petroleum s
operations shall conselt with the Commission prior to -

{a) issuing any regulation, guideling, enforcement ordar or directive;
{b) exercising any such power or function; or
() 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, departmert or agency.

26. (1) The Commission shall in performing its functions under this Act have special powers 5”"“":'1.;‘.’;?’ ol
13 =

{a} inquire, inspect, examine or investigate any business or activity

relating to upstream petrolewn operations under this Act, where
it belicves that illegal upstream petreleum operations are going
o,

ih) ennduct surveillance an enwle nil and natural gas installations,
premises and vessels where it believes that illegal epstream
petroleum operations are going on;

() enter any upstream wellsite, plant, facility or placs -

{1} at which crude o1l or natwral gas is produced, handled or
treated, or

(ii) that is ussd in connection with any upstream weilsite,
plant, facility or place where crude oil or natural gas is
produced, handled or treated;

(d) enter a1 any reasonable time premises containing any records
ar property required to be maintained under this Act or related
1o the administration of upstream petroleum operations under
this Act for the purpnse of inspecting those recards or that
property;

{e) require omy person or his agent, roprescnistive, puoriner,
director, officer or employee engaged in upstream petroleum
operations to —




(i} answer any question thal may be relevant to the
inquiry, inspection, eéxamination or investigation,
and

(i)} provide amy required miormation contained in a
computer hardware or software or any other data
storage, processing or retrleval device or system used
in conpection with the business or activities relating

to upstream petroleum operations under 1his Act

{f} takie any sample or carry out any test or examination as it may
consider necessary in the performance of its functions;

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

() remove for examination and copy anything that may be
relevant to  the inguiry, inspection, examination or
investigetion, including removing any computer hardware or
software or any other deta stomge, proccssing or refrieval
device or system, during which copyright and trade secrafs
shall be properly protected,;

{i} in conjunction with the Nigeria Police or other law enforcement
agencies, arrest with a warranl, any person reasonably
believed to have committed an offence under this Act; and

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

(2} An entity, person or agent, representative, parimer, director, officer or emplayee of

thiat entlly o1 persen under lnvestigatlon by the Comunlsslon shall -

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

(b} provide on request, any book, account, record, document,
voucher, mifonmation and explanation elaling W upsbesn
petroleurn operations as the officers of the Commission may
reguire.

{3% An entity, person or agent, representative, partner, director, officer or employee of
that entity or person who fzils to comply with subsection (2) commits an offence and

is fimble on conviction 1o -

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

=




{b}) in the case of a continuous offence, to an additionu] minimun
fine of NI100,000 for each day during which the offence
continees.

(4} The Commission shall in the exercise of its powers under this seciion avoid undue
hindrance of entities and persons engaged in lowful upstream petroleum operations.

{5) The Commission can seal or close any premises or facility utilised for purpose of
upsiresm petroleum operations if the ficensee, lessee or permit holder is found to be
in breach of the relevant provisions of this Act.

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 cach be indemnificd out of the Commission Fund ageinst any liability is rurred
in defending any proceeding against the Commission or brought against him in his
afficial capacity.

(2) Motwithstanding the provisions of subsection (1), the Commission shall not
tndemnify the Commission Chief Executive, a commissioner or any officer of the
Commission for any lability Incurred a5 & resull of willul misconduct or gross
negligence.

PART IV - THE AUTHORITY

29, (1)There is established the Nigerian Midstream and Downstream Petroleun Regulatory
Authority {in this Act referred 10 as "tha Autharity”), which shall be a body corporate
with perpetual succession and a common seal.

{2} The Authority shall have the power lo scquire, hold and dispose of property, sue
and be sued in its own name.

(3) The Authority shall be responsible for the technical and commercial regulation of
midstresm and dowastream petroleum operations in the petroleam industry.

0. The objects and functions of the Authonty in this Part zre limited W0 midsiream and
downstream petroleum operations in the petroleum industry.

31, 'I'ho objectives of the Authority shall be o -

(a) regulate midstream and downstream petroleum operations,
including technical, operationgl, and commercial activities;

fh) ensure efficient, safe, effective and susiainable
infrastructural development of midstream and downstréeam
peiroleum operations;
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{c} promote healthy, safe, efficient and effective conduct of
midstream and downstream petroleum operations in an
envirnnmentally accepteble and sustainable manner;

{d) promote & competitive market for midstream  and
downsiredn petroleum opérations;

{e} promote the supply and distribution of natiral gas and
petrolewm products in midstream and downstream petroleum
operafions and the securitv of natural gas supply for the
domestic gus market;

if) ensure compliance with applicable laws and regulations
governing midstreamn and downstresm petrokteum operations;

(&) ensure crude oil supply for domestic refineries;

¢h) determine, administer and ensure the implementation and
maintenance of technical standards, codes, practices and
specifications applicable o midstream end downstream
petroleum  operatioms  pursuant to good  international
petroleum industry practices;

(i} implement Government policies [or midstream and
downsiream petroleumn operations as directed by the Minister
and in accordance with this Act;

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

(k) ensure strict implementation of environmental palicies, taws
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 objestives as are
consistent with the provizsions of this AcL

3. The functions of the Auth-:\ril.‘].-' shall be to -
Functions of e

(a) regulate and monitor technical snd commercial midstream and & :

downstream petroléum operations in Migeria;

(£} regulate commercial midstream and downstream petreleum
operations, including -

(1) petroleum liquids operations,



(11} domestiz naturz] gas operations, and
{ii1) export natural gas operstions;
(] determine sppropriate tari T methodology, including for -
(i) processing of natural] gas,
{ii} transportation and transmission of natural gas,
(iii} transporation of crude cil, and
(iv) bulk storage of crude oil and netural ges;

{d) setting cost benchmarks for midstream and downstream
petroleum operations;

(e} provide pricing end tarff fremeworks for natural gas in
midstream and downstream gas operations and petroleum
products based on the fair market value of the applicable
petroleum products;

(f] sdvise the Government, governmen: agencies and other
stakeholders on commercial matters relating to tarifT and
pricing framewarks;

{2} develop open access rules applizable to petroleum liguids and
natural gas transportation pipelines, terminal facilibes and
bulk storage facilities;

(h) regubsle the bulk storage, distibulion, markeling and
transportation pipelines of petroleum products;

(1] grant, issue, madify, extend, rénew, review, suspend, cancel,
reissue or terminate licences, permits and authorisations for
midstream and downstream petroleum operations;

(i} monitor and enforce compliance with the terms and conditions
nf liccnoes, permits and  authorisations  issued by the
Authority;

(k) keep public registers of —

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

(i) remewals, assignments, amendments, suspensions
or revocations;



(1} =et, define and enforce epproved standards and regulations
for design, construction, fabrication, operation end
maintenance of plants, installations and facilities used or to
be used in midstream and dowastream petrolewsm operations;

{m) carsy out enguiries, tests, audits or investigations and take
other steps (o monilor the midsiream and downstream
petroleum operations;

{n} ensure security of supply, development of the markets and
competition in the markets for natural gas and petrolevm

products;

(o) ensure thind party access to facilities under ges proCessing
licences, wansporation pipelines and  transporiation
networks and midstream bulk storage facilities, where such
faoilities are operaied for the secount of the owner;

{p) cevelop rules for trading in wholesale gas supplies to gas
distributors;

(q) establish customer protection measures in accordance with
the provisions of this Acl;

(r] publish decisions, directions or delermimaiicns of the
Authority thet have implications for customers and indusiry
participants, together with the reasons for such decisions,
directions or determinations which, im the opinion of the
Authority, shall be published;

(8] pramote the interests of customers with regard to midstream
and downstream petrolenm operations,

(t] promote the principles of economic development of
infrastructure with regard to midsiream and downstream

petroleum operations;

(U} promote competition and private sector pasticipation in
midstream and downstream petroleum operations;

{v) determane the domestic gas demand requirement and the crude
otl required for the domestic crude oil supply chligation and
ensure that economic and strategic domestic demands are
met:

{w) regulate the supply, distribwion, marketing and retail of
petroleun products;

{x) administer and monitor strategie stocks of petroleum products;



{¥) moenitor the application of petroleum product prices, pricing
formulae and framewarks;

(z} monitor marke: behaviour with respect to midsiream and
dowwmstream petroleum operations;

{aa) identily, investigate and prevent abuse of dominant positions
and restrictive business practice with regard t midstream
and downstream petrolewnm operations;

{bb) establish, monitor, regulate and enforce technical, heaith,
environmental and safety messures relating to midsiream
and downstreem petrolenm operations;

(ec) develop, specify and monitor tachnical and safety standards
for wholesale marketing, processing plant, retail mariketing
and bunkering of petrofeum products;

{dd) ensure the accuracy of metering pumps and related
measuremnent  facilities in midstream and downstream
petrolenm operations;

(e} define and enforce approved stndards and guidelines lue the
design, procurement, comstruction, operation  and
maintenance of plants, instaliations and facilities in the
midstream and downstream petroiewm operations;

(ff) establish labocatories to provide data storage and testing,
quality assurance and cenification of crude oil, natural gas
and petroleum products and regulate the activities of thind
party laboratories used in midstream and downsiream
pelroleum operations;

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

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

(il) issue certificates of quality and quantity to exporiers of crude
oil, LMG and petroleum products;

(i} implement and enforce compliznce with laws, regulations and
policies relating to midstream and downstream petroleum
operations;

{kk) ostablish parameters and codss of conduct for operators in
the midstream and downstream petroleum operations;

-




(I} monitor the financial viability of operators with respect to
midstream and downstream pefroleum operations;

{mm) develop, maintain and publish a database of midstream and
downstream petroleum opersations;

{nn) monitor and ensure that the quality of petroleum products
zold in Nigeria conform 1o defined specifications;

{o0) establish, monitor and cnsure compliance with the standards
for the processing of petrolewr, products in Nigeria;

{pp) request information and documents relating to licenced
activities, including pricing information snd  macro-
economic deis from any licensee or permit holder in
midstream and downstream pelroleum operations;

{qq) publish or direct licensees, lessees and permit holders 1o
publish, in the interest of the public, information reluating L
midstream  mid  downstream  petroleum  operations  n
accordance with applicable law or regulation;

{rr) regulate the domestic base price and the prices applicable w
wholesale customers of the strategic sectors and gas
distribiitors;

(s} perform such other function as may be necessary to give
effect to the provisions of this Ack;

(tr} ensure and monitor performance parmmeters of industry
players and 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
etfectiveness of the midstream and downsiream petroleum
industry.

33. Subject to ssetion 216 of this Act, the Authority may make regulations — m{mﬁrllt
3
{a) concerning the processing, relining, transmission, distribution,
supply, sale and storage of petroleum and petroleum
products as well as other midstream and downstream
petroleum operations;

(k) establishing those midstream and downsiream petroleum
operations 1o be subject to a licence or parmit from the
Authority;




{c) establishing the application criteriaand procedure for licences
and permits for midstream aind downstream  petroleum
operations;

(d} establishing the procedurc for review and approval of licence
and permit applications for midstream and downstream
petraleum opéerations;

{e) cstabiishing the duration and conditions of licences and
permits for midstream and downstream  petroleum
opeTations;

(f) conceming those licences and permits airéady in effect prior
to the date of any regulations issued by the authority for
midstream and downstream petroleum operations;

(g} establishing the conditions and procedures for the transter,
surrender, suspension or revocation of licences and permits
for midstream: and downstream petroleum operations;

{h) establishing the procedure for the modification of licences and
permits  for midstream  and  downstream  petroleum
operations;

(i} establishing the penalties and enforcememt mechanisms in
respect of breaches of the regulations issued by the
Authority;

{i) momitoring processes for midstream and  downstream
petroleum operations;

{k) concemning the construction and operation ol, and third party
access to, infrastructure for midstream and downstream
petroleum operations;

{I} concerning the production, transportation, and sale of
petrochemicals and lubricants;

(m} conceming the national strategic stock;

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

(o) concerning domestic natural gas supply and demand,;
{p) concerming natural gas tmding and export;

{q) ensuring the continuity and security of the supply of natural
gas, crude oil, and petroleum products to customers;
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{r) concerning rights of way and pertaining to surface rights;

(8) relating to the retail sale and distributon of petroleum
products;

{t) conceming dispate resolution and customer protection;

{u] regulating pricing regimes for midstream and downstresm
petroleum operations;

(v} establishing foes pavalble to the Authority subject 1o section 3
(1) {j) of this Act,

{w) concerning compelition and anti-competitive behaviour;

(%) establishing public &and non-public registries in respect of
licences, permits and authorisations issued by the Authority,
to be maintained by the Authority; and

{y) any other matters es may be determined by the Awthority
under this Act which includes imposition of gas flare penalty
arising from midstream operations which shall be for the
credit of the Midstream and Downstream Gas Infrastroching
Fund, and shall be utilised for midstream and downstream
gas infrastructure investment within the Host Community of
& designated facility.

34, (1) There is established a Governing Boasd (in this Act referred to as “the Board of the Coverning Boand of the
Authority™), which shall be responsible for the policy and general administration of TR
the Authority.
{2) The Board of the Authority shall consist of -
(/) one nof-executive chaimman;

(b) two non-executive members;

(c) the Chiel Executive of the Authority (in this Act referred o gs
“the Authority Chief Executive™);

{d) two other executive dircctors responsible for finence and
accounts and distribution systems, storage and retailing
infrastructure;

(2) one representative of the Commission not below the rank of
gxecutive commissioner;

(fy one representative of the Minlsioy ot below the rank of
Director; and



(@) one representative of the Minisiry 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 confinnation by the Senate, except for the appointments
of ex-officio members under subsection (2) (e), ({ and (g).

(4) A person appeinted under subsection (2 () and (b} shail have st least 15 years post-
qualification experience in petroleum or other relevant sector of the economy and
shall hold office for & perfod of five years and may be re-appointed for a further term
of live vears, on such rms and conditions as may be specified in the fener of
appointment,

(3} Subject to subsection (4) and section 41 {3) of this Act, a member of the Board of the
Authorty shall hold office for five years and may be re-appointed for & Jurther term
of five years.

{6) A non-sxecutive Board member shall hold office on part-time basis.

{7} The Beard 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 emplayee of the Authority, 1o exercise any power or carry out any duiy or
function of the Authority under thizs Act or regulation made under this Act,

(8) The proceedings of the Board of the Authority and other ancillary matters shall be as
presceibed by regulation made under this Act,

35, The Board of the Authority shall -

{a) be responsible for the formulation of policy, supervision and
giving strategle direction to the Autharity,

{b) provide general guidance for the carrying out of the functions
of the Authority;

fe) review and approve the business, strategic and operating plans
of the Authority;

{d} consider and approve the annual budget of the Authority before
suthmigsinn to the Mational Asssmhbly for appropristion;

{e) mpprove the maragement accounts end audited zccounts of the
Authority and consider the management lester from the exicrnal
auditors;

([} determine the erms and conditions of service of employees of
the Authority;

{g) recommend remuneration, allowances, benefits and pensions of
employees aof the Autharily in consullation with fhe Mationol

Funrdicng of e Rz af
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Salaries, Incomes and Wages Commission, having regard to the

{i} specialised nature of work to be performed by the
Authority,

(i) need o ensure the financial self-sufficiency of the
Authority, and

{iii} remuneration &nd allowances paid in the private sector
in upstream petroleum operations to individuals with
equivalent responsibilities, expertise and skills;

(k) structure the Awhority into such niumber of departments as it
deems fit 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 Authonty under this
Act

36. (1) Executive directors of the Authority shall be paid from the funds of the Commission Remunenation and

L r allywanead of membora
such remuneration and allowances a5 zpplicable. of the Board of the

Awmlsarity.
{2} The Authority shal! comply with the policy and guidelines of the National Salaries,
Incomss and Wages Commission regarding remunerations.

37. A member of the Board of the Authority may be suspended or removed from office by  Suspension or remaoval of

the President where the member- ;lh:i:'ﬂ?f ihe: Soard af

(a} is found to be —

(i} ungualified for appoiniment under section 34 of this
Act,

(i1} ungualified subsequent to his appointment, and

{iii) in breach of conflict of interest provisions in the
Companies and Allied Matters Act or any regulation Act Ma 3, 2020,
regarding conflicts of inberest passed under thiz Act:
(b} ceases 1o be mm employee of the ministry or agency he
represents on the Board of the Authority;

{c) haz demonstrated an innbility to effectively discharge the
duties of his office,

(id) 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 goad reason is shown for the absence;

(e} is found guilty of serious misconduct by a courl or tribunal of
conmpetent jurisdiction; or

{f) bas, under the law in force in any country -

(T} been adjudged or declared bankrupt or insclvent and
has nol been dischargeo,

(i} made an assignmeri fo oOr arrangement or
composition with his creditors which has not been
rescinded or set aside, or
{iii} been declared to be of unsound mind.
38. A non-sxecutive member of the Board of the Autharity may resign his ppointment by
giving two month's written notice 1o the President.

39. A vacancy on the Board of the Authority shall oceur, where a member of the Board -
{a) dies;

(k) is removed from office in aceordance with section 37 of this
Act;

() resigns from offize;
(d} completes his tenure of office; or
() iz incapacitated.

40. A vacanzy on the Board of the Authority shall be filled by the appointment of another
person in accordance with section 34 of this Act.

41. {1) The Authority Chief Executive is the sccounting officer and shall be responsible for
the administration of the affairs of the Authority.

(2) There shall be seven executive directors for the Autherity, whose appointments shall
comply with the Federal Character Commission Act subject to confirmation by the
Senate with each responsible for one of the following-.

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

(b} Distribution Systems, Storage and Retailing Infrastructure;

(3 Tlealth, Salely, Coviromuent uid Comiunity,
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{d) Economic Regulations and Strategic Planning:

{e) Corporate Services and Administeation;

(f) Finance and Acoounts; and

{g) Midstream and Downstream Gas Infrastructure Fund.

{3} A person to be appeintzd as Authority Chief Executive and as ab executive director
ol the Authority shall have extensive managerial, technical or profossional
knowledge of the midstream and downstream petroleum operations with a
minimum of 15 years post-qualification cognate experience.

{4) The Authority 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 this
Act

(5} An executive director shall be appointed on such terms and conditions as may be set
oul in the lelter of appoiniment, except as otherwise provided for in this Acl.

(6) The Authority Chief Executive shall be appointed for an initial term of five years and
miy be re-uppointed for a further term of five years, subject to confirmation by the
Senaie.

(7} The President may, not later than 50 days prior to the expiration of the tenure of the
Authority Chief Executive or an executive director, re-appoint the Authority Chicf
Executive or executive director or appoint another qualified person.

{8) A person shall not be appointed as Authority Chief Executive, where the person —

{a] is fikely to be in breach of contlict of interest provisions under
the Companies and Allied Matters Act or regulation made
under this Act;

{b) has a finansial interest in eny business connected, directly or
indirectly with the petroleumn industry;

{e) is engaged in any activity for remuneration or otherwise
connected with the petrolenm industry;

{d) is a refative of a person who has an interest or is engaged in
any of the activitics under paragraphs {a) - (), provided that

(i) such person may be appofnted Awnthority Chief
Executive or as an executive director if he declares his
interest and makes appropriate amengements to
ensure the avoidance of a conflict of intorest,

Act Mo 3, 320,




(i) the President is satisfied that the mterest or activity
shall not interfere with the person’s impartial
discharge of his duties &5 the Auwthority Chief
Executive or as an executive ditector, or

(iif) the financial interest is terminated prior to the
appointment taking effect; or

{e) has, under the laws in force in any country-

(i} been adjudged or declared bankrupt or nselvent and
has not been discharged,

(i) made an assignment to or ameEngement or

composition with his creditors, wisich has not been
rescinded or st azside,

{1ii) been declared to be of unsound mind,

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

{¥) been disqualified, or

(i) suspended from practising his profession by the
arder of a competent authority.

42, The Board of the Authority shall detenninz the number of persans that shall be Emmm“h
employees of the Authority. Autharity

43, (1) The employees of the Authority shall be subject to terms and conditions set out by  Terms s conditlors of
the Doard of the Autharity. servicn i the Aulborily.

{2) The terms and conditions of service referred 1o in subsection (1) mav 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, graiuities and other retirement benefits
to employees.

{2} In this section, “appointment” includes secondment tronsfer and contrect
appointments.

{4) Emplovees of the Authority shall be “public officers” as defined in the Constitution
of the Federal Republic of Nigeria, 1999, Cop. C25, LFN, 2004,



{3) Employment by the Authority shall be subjoct to the provisions of the Pensions
Heform Act and officers and employess of the Autharity shall be entitled to pension
and other retirement benefits a5 prescribed under the Pensions Reform Act.

(6) Mothing in subsection {5) shall proveat the Authority from appointing a person o
an office on terms that preclede the grant of pension or other retirement benafits in
respect of that office.

44, The Board of the Authority, in consultation with the Mational Sataries, Incomes and
Wages Commission, shall determine and periodically review the remuneration and
allowances payable to the employees of the Authority, heving regard o the -

{a) specialised nature of work to be performed by the Authority;

{b) need to ensure the financial selFsufficiency of the Authority;
andd

(c) remuneration and allowances paid within the pelroleum
industry to individuals with equivelent responsibilities, expertise
and 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 Mational Planning may detemming,
prepare and present o the Nationa] Assembly, a statement of estimeted income and
expenditure of the Authority for the next financial year.

{2) Motwithstanding the provisions of this section, the Authority may also, in any
financial vear, submil to the Mational Assembly supplementary or adjusted
statoments of estimated income and expenditure of the Authority.

(3) The financial year of the Authority shall be a period of 12 calendar months
cotnmencing on the 15t of Janvary i each year or such other date as the Mimister of
Finance may determine.

46. (1) The Board of the Authority shall appeint a Secretary, who shall —
(&) be the Legal Adviser to the Authority;
(i) attend meetings of the Board of the Autharity and keep
minies, corporate records and the common seal of the
Authority; and
(c) carry out such administrative and cther 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-
quelification experience.
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47. (1) The Authority shall maintain a Fund (inthis Act referved to as “the Authority Fund™) Fund of the Authority.
inta which meney accruing to the Commission shall be paid.

{2) The source of the Authority Fund shall be -

(1) money appropriated by the National Assembly for the
Autherity;

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

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

{d} income derived from publications made by the Authority and
pihier retated activites, including dats sales;

{e) fees paid to the Authority for using facilities owned or
managed by the Authority; end

(f) money aceruing to the Authority by way of grants, aids, gifts,
estumentary 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 administeative and operating cost of the Authority;

{c} o pay salarics, wages, fees or other rémuneration or
allowances, pensions and other retirement benefits payable to

employees of the Authority:

(d} te acquire and maintain any property scquired by or vested in
the Authority;

{e) for investments, as provided under the Trustee Investments
Act or any other applicable legislation, subject w the approval
af Minister responsible (o Finance, amd

(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 acerued to the Authority Fund
under subsection {2), which have nat bean utilised for the purposes provided under
subsection (3), shall be paid intc the Consolidated Revenue Fund.

{5} The Authority may accept grants of money or property on such terms and conditions
as may he specified by the person or arganisation making the grant, provided that




() the terms and conditions of the grant are consistent with the
objectives and functions of the Authority; or

{b) no such gront is aceepted from any person or organisation
regulated by the Authority.

(6) Mothing in subsection (6} shall be construed as authorising the Authority Chief
Executive, directors, officer or employee of the Authority to sceepl any grant for
their personzl use.

(7) The Authority shall keep proper sccounts of its income and expenditure for cach
financial vear and cause it to be audited within six months after the end of each
financial year by audilors appointed by the Authority from a list and in accondance
with guidelines supplied by the Auditor-Genesal for the Federation.

(&) The Authosicy shall submit to the Minister -

(&) a mid-year repart of its operations and fintnces not later than
the 31st of August of each year;

{h) an annua! report of its operations and performance; and

(¢} an audited fnancial aceount for the year, not later than 3 1st of
March of the following year

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

(a1 submit to the Minister a summary of its annual report and
audited financial accounts; and

{b) publish the annual report and audited financtal accounts on its
wiehsite,

{10) The provisions of any enactment relafing to the taxation of companies or trust funds
shall not apply to the Authority.

48. (1) Any Government ministry, depertment or agency exercising any power of function  asice o the Autharity,
or taking any action, which may have direct impact oo midstream o downsiream
petroleum operations shall consult with the Autharity prior fo -

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

(h) axercising any such power or function; or

() taking any such astian.




(2) The Authority shall review the recommendations of the Government ministry,
department or agency and communicate decision sccordingly and the decision shall
be comalied with by the relevant Government ministry, department of agency.

49, (1) The Authority shall in carrying out its functions under this Act huve specie] powers m;‘lgﬂﬂ ol the
o = ;

{a) inquire, inspect, examine or investigate any business or activity
relating to midstream or downstream petroleum operations usder
this Act, where it believes that illegal midstream or downsircam
petraleum operations are going on;

{b) conduct surveillance on petroleum liquids and natural gas
mstallations, premises and vessels where it believes that illegal
midstream or downstream petroleum operations are going on;

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

{i) 8t which petroleum liquids oil or natural gas is refined,
processed, stored, handled or treated, or

(ii) that iz used in conmection with any mdstream or
downstream wellsite, plant, facility or place where
petroleumn liguids or natural gas are refined, processed,
stored, handbed or treated;

{d} ecter 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;

(&) require any person or his agent, representative, partner, director, oificer or
emplnyes engaged in midstream or downstream petroleum operations 1o -

(i) answer any question that may be relevant to the inquiry,
inspection, sxamination or investigation, and

(if) provide any required information contained in a computer
hardware or safpware or any other data storage, processing
or retrieval device or system used in connection with the
business or activities relating to midsiream or downstream
petroleum operations under this Act;

(T) ke any sample or carry out any test or cxaminafion as it may
consider necessary in the performance of its functions;

(g} use any midsream or downstream machinery, equipment,
uppliance or thing as it may consider necessary in the
performance of ity fmclions,




(h) remove for examination and copy anything that may be relevant
to the inquiry, inspestion, éxamination or investigation, including
remaving any computer hardware or software or eny other data
stogage, provessing or retrieval device or system;

(i) inconjunction with the Nigeriz Police or other law enforcement
agencies, arrest with a warrant, any person reasonably believed
to have committed an offence under this Act; and

(j) exarcise any other power that may he conferred on it under amy
law or regulation,

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

(@) grant sccess to cfficers of the Authority with regard to any
place, wellsite, plant, facility. midstream or downstream
machinery, equipment, appliances or things that may be relevant
lo the investigaticn; 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
is linble on conviction to —

(2) & ntinimum [ine of N3,000,000 or a lerm of inprisonment for
tive vears, and

(B in the case of a continuous offence, to an additional mintmum
fine of N100,000 for each day during which the offence
conlinues.

{4) The Authority shall in the exercise of its powers under this section avoid undue

hindrance of entities and persons engaged in lawful midstreem or downstream
petrolenm operations.

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

31, (1)The Authority Chief Executive, a director 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 him in his official capacity.
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{2} Notwithstanding the provisions of subsection (1), the Authority shall not indemnify
the Authority Chief Executive, a director ar any officer of the Authority for any
liahility incurred as a result of wilful misconduct or gross negligence.

52, (1) There is cstablished the Midstream and Downstream Gas Infrastructure Fund subject $ Midstooaen and

to appropriation of the National Assembly, which shall be - Pmsbemin.

{8) a body corporate with perpetual succession and a common seal;
and

(b} reside in the Awthority as prescribed In accordance with this
Ack,

{2) The Midstream end Downstream Gas Infrastructure Fund shall have the power to
acquire, hold and dispose of property, sue and be sued in its corporate name.

(3] There shall be a Governing Counci! which shiall supervise and make investment
decisions for the Fuid.

(4} The Governing Council shall comprise the -
(a) Minister, who shall be the Chairman of the Council:

ib) representative of the Central Bank of Nigeria not below the rank
of a director;

{c) representative of the Ministry of Finence not below the rank of
a director;

(d} Authority Chief Executive;

(&) Executive Dhrector Midstream and  Downstream  Gas
Infrastructure Fund:

(f) three independent members, who shall be appointed by the
President for a term 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 CGoverning Council.

{3 The Executive Direciar, Midstream and Downistream Gas Infrastructure Fund shall —

{a) have extensive managerial, technical or professional knowledpe
of the midstream: petroleum opemtions, and fund maénagement
o any other relevant industry with a minimum of 15 years® post-
gualification experience; and

(b} be responsible for project management and administration of
thic Midstrenm and Dowistream Gas Infeastruetur: Fund.



(&) The members referred to in subsection (4) (f) shall have extensive managerial,
technical or professionsl knowledge of the midstream petroleum operations, fund
manzgement or any other relevant industry with a minimum of 15 vears post-
qualification cognote experience,

{7} The source of the Midstream and Downstream Gas Infrastructure Fund shall be -

(a) U.5% of the wholesale price of petroleum products and natural
gas sold in Nigeria, which shall be coliccted from wholesale
customers and such levy shall be in addition to the levy provided
for under section 47 (2) (c).

{b) funds and grants accruing from multilateral agencies, bilateral
institutions and related sources dedicated partly or whaolly for the
development of infrastructore for midstream and downstream
gas operations in Nigeria;

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

(d) money received from gas flaring 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 whizh the penalties are levied; and

{e) any other sum, freely donated or sccruing to the Midstream and

Downstream Oas Infrastructure Fund for development of
infrastructure in midstream gas operations.

(%) The Authority shall ensure the prompt payment of ali such sums directly into the
Midstream and Liownstream Gas Intrastructure Fund's Account,

(9) The levy under section 52 (7) (a) of this Act shall become due within 21 days of the
sale of petroleum products and natural gas sold in Nigeria, end the Authority shall,
after consultation with the Council, make regulations for -

(a) administration procedures; and
(b} penalties for —
(i) Jate payment of the levy,
{ii} non-payment of the levy, or
(iii} submisston of false infarmation in respect of the levy.
{10} The purpose of the Fund shalt be to make squity invesiments of Government owned

participating or shareholder interests in infrastructure related to midstream and
dnwnstream gas operations aimed at -




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

(b)Y encouraging private investment through risk sharing by
participating initially in selected high risk projects and in such
other equity investmenis that encourage iovestment in
midstream and downstream  pas infrastrocture; and

(e} reducing or eliminating gas flare.

{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 sereening criteria and profitability target for projects
and any other duty as may be assigned by the Council on behalf of the Furd,

{12) The Transaction Advisor shall be selected on need basiz through a competilive and
transparent criteria specified by the Council and the selection process shall be
managed by the Executive Director, Midstream and Downstream Gas
Infrastructure Fund subject to the approval of the Council,

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

{14} The Midsiream and Downstream Cas Infrastructure Fund shall be managed bs
follows -

(a} the Council shall at the beginning of every financiel year, approve
ithe Midstream and Downstream Gas Infrastructure Fund’s
programme of sction with its cost implications and the
Accountant-General of the Federation shall release the approved
amount for that financial year, subject to appropriation by the
Mational Assembly;

(k) the money in the Midstream and Downstream Gas Infrastructure
Fund's Account that is not utilised as prescribed under this Act
shall be held or invested as the Council may direct:

{e) =n annual statement of the Midstream and Downstream Ges
Infrastructure Fund shall be prepared and submitted to the
Couneil end Minister of Finance after three months of the end of
the financial year to which they relate;

(d} a certified anneal audited sccounts of the Midstream and
Mownstream Gas Infrestrocture Fund, tngether with a report on
the operations of the Midstream and Downsiream Gas
Infrastructure Fund, shall be submitted to the Council within six
months of the end of the financial year to which they relite; and




(e} a certified annual audited accounts of the Midstream and
Downstream  Gas  Infrastructure Fund  shall be  published
annually.

(15} Earnings, interest and cther income accruing from the equity investment made under
subsection (10} shall be paid directly to the Midstream and Downstream Gas
Infraseructure Fund's Account.

{16} Interest and other incomes aceruing from the equity investment of the Midstream
and Downstream Ges Infrastrocture Fund can be re-invested in other secured low
risk tnvesmments as approved by the Governing Council.

i 171 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
spproved guidelines by the Revenue Mobilization, Allocation and Fiscal
Commission.

PART V-THE MIGERIAN NATIONAL PETROLEUM COMPANY LIMITED

53. (1) The Minister shall within six months from the commencement of this Act, cause to
be incorporated under the Companies and Allied Matters Act, a limited liability
company, which shall be called Nigerian National Petroleum Company Limited
(WNPC Limited).

{2) The Minister shall a1 the incorporation of NWPC Limited, consult with the Minister
of Finance to determing the number and nominal value of the shares o be allntted,
which shall form the initial paid-up share capital of NNPC Limited and the
Government shall subscribe and pay cash for the shares.

{3} Ownership of all shares in NNPC Limited shall be vested in the Government st
meorparation and heid by the Ministry of Finance Incorporated and the Mintstry of
Petroleum Incorporated n equal portioes on behalt ot the Federation and the Mimstry
of Petroleum Incarporated is incorporated under the provisions of the Eighth Schedule
to this Acl.

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

(5) Shares held by the Government in NNPC Limited are not transferable including by
way of sale, assignment, mortgage, or pledge imlass approved by the Government and
endorsed by the National Economic Council on behalf of the Federation

(6} Wotwithstanding any provision to the contrary in the Companies and Ailied Matters
Act and except by way of security, any sale or transfer of sharcs of NNPC Limited
shall be at a fair market value and subject to an cpen, transparent and competitive
bidding process and the sale or transfer of the shares of NNPC Limited shall he on
equal proportion basis of shares held by the Ministry of Finence Incorporated and the
Ministry of Petroleum Incorporated.
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{71 NNFC Limited and any of its subsidigries shall conduct their affairs on a commercial
basis in a profitable and efficient manner without recourse to government funds and
their memorandum and ariicles of associztion shall state these restrictions, and NNPC
Limited shall operate as a Companies and Allied Matters Act entity, declare dividends
to its sharsholders and retain 20% of profils as retwined exmings o grow its buginess,

(8) Where NNPC Limited hes a participating interest or 100% interest in o lease or
licence, NNPC Limited shall pay its share of all fees, rents, royzalties, profit oil shares,
taxes and other reguired paymenis to Government as any company in Nigeria.

54. {1} The Minister and the Minister of Finance shall within 1¥ months of the effective date
determine the assets, interests and linkilities of NWPC 1o be transferred to NNPC
Limited or its subsidiaries and upon the identification, the Minister shall cause such
Rssels, interests and Babilities to be transferred to MNPC Limited.

(2) Assets, interests and lisbilisies of NNPC not transferred to NNPC Limited or its
subsidiary under subseetion (1), shall remain the assets, interests and liabilities of
NNPC until they become extinguished or transferred 10 the Governmeni and six
menths following the determination wnder section 54 (1) of his Act, the Minister, the
Minister of Finance and the Attomey-General of the Federation shall develop a
framework for the payment of the liabilities not transferred to NNPC Limited and if
such determination of which assets, interests and liabilities to be transferred has not
been concluded within the stipulated period of 18 months, all the assets, interests,
liabilities of NWPC is deemed to be transferred o WINPC Limited after 18 months
from the effective date.

{3} NNPC shall cease to exist afier its remaining assets, interssts and lisbilities other than
its nssets, interests and lahilities teansferred to NNPC Limited or its subsidiaries
under subsection (1) shall have been extinguished or transferred 1o the Government.

(4) Bonds, hypothecations, securities, desds, contracts, instruments, documents and
working arrangements with regards to assets, interests or liabilities transferred 1o
NWPC Limited or any of its subsidiary under subsection (1) and which remains
subsisting before the dete of transfer shall, beginning from the date of trunsfer, be
effective and enforceable against or in favour of NINPC 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 WIWPC Limited as the
suecesdor of NN,

{6) Notwithstanding the provisions of subsection (5) -

() an action or proczeding shall not be commenced against NNPC
Limited, its subsidiary, director, officer, employec or agent
with regerd 1o asset, infcrest or liability of NNPC Limited,
where the time for commencing the action or procaeding would
have expired had such asset, mferest or liability not been
transferred to NNPC Limited or ts subsidianes; end
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{b) the transfer of asset, intérest and liability of NNPC o NNPC
Limited under subsection {1) shall not create or be deemed to
have created a new cause of action in favour of a -

(iy creditor of NINPC, or

(i) party to a contract, agreement or arrangement with
WINPC that was entered into bafore the date of transfer.

{T) For the purpose of this section and the Second Schedule to this Act, “azsets, interasts
and liahilities™ means tangible, intangible, real or personal property, rights and
obligations, in cach case of afl types.

(8) Subject to any arrangements that NINPC has entered inta, any det 1o NNPC related
to outstanding cash calls under joint venture agreements shall become debt of -

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

(b} Government where the assets have not been transfesred
under subsection (2,

{9} The initial capitalisaion of NNPC Limited shall be not less than its financial
requirements o effectively discharge its commercial role and deal with its
obligations and habilites transferred to MNPC Limited.

35. (1) The Minister shall upon incorporation of NNPC Limited, consult with the Minister
of Finance to appoint WINPC Limited as agent of WNPC for the purpose of managing
the process of winding down the assets, interests and liabilities of WNPC.

(2) Subject to the appointment under subsection (1), the NNPC Limiled shull huve the
power i deal with the applicable asse's, interests and liabilities of NNPC and may
enter into contract with third parties on such asseis, interests and Habilities.

{3) Pursuant to the appointment under subsection (1), NNPC shall -
(a) not deal with the applicable assets, interests and lhabilities;

(b) at the request of NNPC Limied execute and deliver any
document ond do such other acts or things as may be requircd
by WNPC Limited with regard to any asser, interast ar liability
teferred to under subsection (1) and

{c) pay 2 nominal foc of US $1 to NNPC Lirnited as administrative
charges an the applicable assefs, interests and liabilities o
which NNPC Limited has boon appointed under subscetion (1).

(4} The cost of winding dows the assets, interssts and liabilities of NWPC shall b= borme
by the Government.
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{5) A cause of action shall not arise in tort, contract or otherwise between WNPC and
NNPC Limited in respect of the applicable assels, interests or liabilities to which
NMNPC Limited has been appointed as agent under subsection (1).

56. Subject 1 section 92 (3) {(a) of this Act, any gusrantes granied or issued by the
Government with regard to the transfer of liability of NNPC to NNPC Limited under
section 54 of this Act shail be enforceable against the Government as if such liability

was a liability of WNPC, provided that such guaraniee was eflfective prior to such
transfer,

57. 1) Upon incorporation of NNPC Limited under seetion 33 of this Act, employees of
NNPC and {ts subsidiaries shall be deemed to be employees of NNPC Limited on
terms and conditions not less favourable than that enjoyed prior to the transfer of
service and shall ha dsemed 1o be service for employment related entifloments as
specified under any upplicable law.

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

58. There shall be a Board of the WNPC Limited which shall perform its duties inaccordance
with this Act, the Companies and Allicd Matters Act 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 Limated
shall be determined in accordance with the Companies and Allied Maters Act and
its Anticles of Association,

{2) The Board of NNPC Limited shall be appointed by the President and composed of -
(a) a non-sxecutive chairman;
{b) the Chief Executive of WNPC Limited;
{c) the Chief Financial Officer of NNPC Limited;

(d) a representative of the Ministry of Petrolewm, not below the
rnk of a director;

{e) a representative of the Ministry ol Finance, nod below the rank
of & director: and

(N six nom-executive members with at least 13 years post-
qualification cognele experience In petrolewn or any other
relevant sector of the economy one from each geopolitical zone.

{31 A person to be appointed as the Chief Execotive of MNPC Limited shall have
extensive managerial, technical and professional knowledge in the petroleum or other
relevant industry with at least 15 years' post-qualification experience.
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{4) In the absence of the Chairman, the members of the Board of NNPC Limited may
appoint a non-executive member of the Boerd to act as akternate Cheirman,

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

&0, (1) The Board of NNPC Limited shall, within three months of the incorporation of
WNPC Limited, develop formal and transparent process for the creation ol its
commitiees and nomination of members of the Board of NNPC Limited to the
committess,

{2} The mandate, composition and procedures of sach commiites of the Board of NIWNPC

Limited shall be comprehensive and open for nspection by the shareholders of
NMNPC Limited.

{3) The Board of WNPC Limited shall nominate non-executive members of the Board
capable of exercising independent judgment to its commiitees where there is
likelibood of conflict of interest.

(4} The Board of MNPC Limited shall have committees for-
(a] ensuring the mtegrity of financial and ron-financial reperting;

(b} the nomination of Board of NNPC Limited members and key
exsculives,

{¢) 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 responsibilities im
accordance with the highest standards, practices and principles of corporate
BOVENENCE,

{2) The Board of WNPC Limited shall, upon request by one or more of shareholders
holding not less than 10% of the voting interests in WNPC Limited, provide a
comprehensive written explanation of any action or decision taken by the Board of
MNPC Limited to its sharcholders, provided that the Board of NNPC Limited may
withhold the explanation if permitied under & duty of confidentiality NNPC Limited
owed to any third pary.

62, (13 NNPC Limited shall enstre that an annusl aedil of NNPC Limited is conducted by
an independant, competent, experienced and qualified auditor.

{2) The auditor of NNPC Limited shall provide an external and objective assurance fo
e Doand of MMM Limited and siupeloldes s of WNPC Liited thal the Mnancial
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statements of WNPC Limited fairhy represent the financial position end performance
of NNPC Limited.

(3) Where the auditor of NNPC Limited is unable to provids the assuance required
under subsection (2), the Bourd of NNPC Limited shall immediately convens so
extraordinary general meeting of the company o -

{a) notify the shareholders of NNPC Limited; and
(b} consider any action that may be pecessery in that regard,

63. {1) The Board of NNPC Limited shall, in addition to i responsibilities under the
Companies and Allied Matters Act and its articles of asseciation -

{a) be responsible for the strategic guidance and determining the
business structure of NNPC Limited;

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

{e) act in good faith and exercise due diligence and care in the best
interests of NNPC Limited, the shareholders and the
sustainabie development of Migeria;

(d) appiy the highest ethical standards in performing its duties,
taking into account the interests of its stakeholders and the
fiduciary duty of the directors to WNPC Limited;

(&) make decisions guided by commercizl and technical
cansiderations that represents good internationel petroleum
industry practices;

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

() review and guide corporate straiegy, major plan of action, risk
policy and business plan;

{h) set performance cbjectives for WNPC Limited, the Board of
NMNPC Limited, members of NNPC Limited's management
and individuz! business units and subsidiaries of NNPC
Limited;

{i} monitor NNPC Limited's corporate performance;

() oversee wmajor capital expenditures, requisitions and
divestituras;

{k) monitor the effechiveness of NNPC Limited's govemanoce
practices and propose wnd Implement chunges,

Fessonsibifities of the
Board of WNPC Limited.
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(I} sebect, compeasate, monitor snd replace management
executives and oversee succession plan;

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

() monitor and address potential conflicts of interest of
management and members of the Board of NMNPC Limited
and breach of fduciary duty by members of the Board of
MWWPC Limited;

(o) ensure the integrity of NNPC Limied'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 operationzl control and
compliance with applicable law and relevant standards;

{q) oversee the process of disclosure and communications to
shareholders and the public; and

(r) determine the dividend policy of NNPC Limited, ensure
susiained growth and & sound financial base for NINPC
Lamifted .

(23 The provisions of this section shall be incorporated into the memorandum and articles
of association of -

(a) NMPC Limited at the time of its incorporation; and

(b} each of the NNPC Limited's wholly-owned subsidiaries as if
references in this section to “WNPC Limited® were references
to such wholly-cwned subsidiary.

(3) A member of the Board of the NNPC Limited shall be suspended or removed from
affice by the President, where the member -

{a) is found to be-
(i) ungqualified for appoiniment under section 39 of this Aet,
{11) ungualificd subsequent to his appointment, or
{iii} in breach of conflict of nterest provizions in the

Companies end Allied Matters Act or any regulation Act No 3, 2020,
regarding conflicts of intersst pessed under this Act;




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

(¢} has demonstrated an inability to effectively perform the duties
ot his office;

(d) has been absent from the meeting of the Boerd of the WNPC
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) is found guilty of serious misconduct by a court ar tribunal of
competent jurisdiction; or

() has, under the law in foroe in any country -

(i} been adjudged or declared ankrupt 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) incapable to discharge the duties of his office as a result
of infirmity of body or mind.

64, The objectives of NMPC Limited ghall include 1o - m““rm
{a} carry oul petroleum operations on a commercial basis,
comparable to private companies in Nigena camying out
similar activities including exemption to Public Procurement Act Na. 14, 2007
Act, Fiscal Responsibility Actand Treasury Single Account.
Ad Ma, 3. 2007
() NNPC Limited to be vested as the concessionaire of all
Production Shering Contracts (PSC), Profit Sharing and Rizk
Service Contracts as the National oil company on behall of
the Federation in line with its competencics;

(c) litt and sell rovally 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 gay
payable to the concessionalre, NWPC Limited shall prompely
remit the proczeds of the sales of the profit oil and profit gas
to the Federution less jts 30% for management fee and
Frontier Exptoration Fund as specified in section 9 () ol this
Aty

(d) carry out fest marketing (o ascertain the valuz of crude ol
e pepuat b the Cannnlsslon,




(e} be vested with the rights to natural gas under production

sharing contracts entered into prior to and after the effective
date of this Act;

{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
MNPC is 8 party on the etfective date assume the working
interest held by NNPC immespective of whether such licence
or lease is converted under section 92 of this Act;

{1) engage in the business of renewables and other energy
investments;

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

{j) maintain the role of NMPC, under scetion 54 of this Act,

(k) carry out task requested by the Commission or Authority on
a fes basis and gencrally engage in activitics that ensures
national energy security in en efficient manner, inthe overall
interest of the Federation;

(i) carry out such other tasks a5 may be determined by the Board
of NMPC 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.

63, (1) MNPC Limited and other parties to joint cperating agreements in respect of upstream
petroleum operations, may on a voluntary basis restructure their joint operating
agreement as a joinl venture carried out by way of a limited liability company, each
referred to as an “incorporated joint venture company” (IIVC), based on the pninciples
esiablished in the Second Schedule 1o this Act.

{2) The UVC referred to in subsection: (1) shall not be subject to the provisions of the
Fiscal Responsibility Act and the Publiz Procurement Act.

(3) The proposed IIVC structure shall be an independent entity, baving a strong
commercial orientation and transparent company operation for the IV sharcholders,
with clear rules for aceountability.
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CHAPTER 2
ADMINISTRATION
FART 1 - GENERAL ADMINISTRATION
66. (1) The objectives of Chapter 2 are to -

(g} promote the explorstion and exploitation of petroleum
resources in Nigeria for the benefit of the Nigerian people;

{b) promote the efficient, effective and sustainable development
of the petroleum industry;

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

{d) provide the framework for developing third party access
arrangements to petrolewm mnfrastrocture;

{e) encourage and facilitate both lecal and foreign investment in
the petroleum industry;

{fy promote tmnsparency and accountability in  the
administration of petroleum resources in Nigeria,

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

{h} promote safe and affordable access to petroleum and
petroleurn products in Nigﬂﬂﬂi

(1) promote the processing of petrolesm within Nigeria and the
development of fuel and chemical industey and other related
value-added products and activities,

(]} create & conducive business environment for operations in the
petroleum industry;

{k} promote the liberalisation of the downstream petroleum
industiy;

(I} establish an orderly, fair and competitive commercial
environment within the petrolsum indusiry; and

{m) ensure that petroleum operations arc conducted in & manner
that protects the health and safety of persons, propeny and
the environmeni.

(23 Thee povisivng of Chapter 2 of this Ay shall apply w—
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{a) activities within or associated with petroleum operations
and the petroleum indusgtry; and

(b} persons conducting such activities.

67. The administraticn and management of petrolewm resources and their derivatives shall
bt conducted in accordance with this Act and the principles of good govemance,
transparency and sustainable development of Nigeria.

PART H-ADMINIS THRATION CF UPSTHEAM PETROLEUM OPERATIONS ANL
ENVIRONMENT

68. (1) Title 10 any daia and its mterpretation releting to upsiream petroleum operations are
vested in the Government of the Federation of Migeria and shall be administered by
the Commission.

{2) The Commission shall administer any acreage for upstream petroleum operations in
Nigeria.

{3) Where a significant petrolesm discovery is made in o frontier basin, the Minister
ey, on the recommendation of the Commission, reclussily all or part of the basin
from frontier acreages to a general onshore area and the fiscal terms applicable to
onshore under this Act shall apply to -

{a) new livences and leases in the basin after reclassification; and

(B} any existing lease upon renewal, provided that it shall not he
epplied to licences and leases existing at the moment of
reclassification.

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

{2} The grid system refemred to under subsection (1) shall e basad on the UTM system
or any other projection system in use by the office of the Survevor-General of the
Federation.

{3) The Commission shall establish a system for numbering of parcels, which shall
allow for subdivision and aggrezation of the parccls.

{#4) The basic unit of the gnid 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 appropriste.

(6} The national prid system referred 1o under subsection (1} shall be used for the
gdministration of upsiream petroleum operations, including
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{a) the definition of licence and lease areas;

{b) relinguishments;

() bid provedures;

(d} identification of well locations;

{e) petroleum conservation measures; and

{[) other regulatony and screage management prooedunss.

{7} Any current boundary of a licence or lease, which does not conform to the new
national grid system shall remain unaltered and be apportioned in parcels.

T0. (1) There shall be the folbowing licences and leases under this Act related to upstream  Liseress il leases.
petrolaum aperations —

(a) petroleum exploration licence, which may be granted to
qualified epplicants to carmy out petroleum exploration
operations on &8 non-exclusive basis;

(b) petroleum prospecting licence, which may be granted o
qualified applicanis to-

{i) drill oxploration amd appraisal wells and do

comezponding test production on an exclusive basis,
and

(if) camry out petroleum exploration operations on a non-
exclusive basis; end

(c) petrolewm mining lease, whick may be granted to qualified
applicants to-

(1) win, work, carry awey and dispose of crude oil,
condensates and natural gas on an exclusive basiz,

{ii} drill exploration and appraisal wells and carry oul the
refnfed tesl production on an exclusive bosis, snd

(iti} carry out petrolewm exploration operalions on a non-
exclusive basis,

{2} A licence or lease may be pranied under this Act enly to a company incarporated
and validly existing in Migeria under the Companies and Allied Matters Act. A 0

71. (1) The Commission shal? be responsible for granting of petrofeum exploration licences. mmlmw



{2} The holder of a petroleum exploration licence shall have non-exclusive right to carry
out petroleurn exploration operations within the area provided for in the licence.

(3) A peroleum exploration licence shall be for three years and may ba renewabie for
additional period of three yvears subject 1o 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 ar under the licence rrea.

(4} A petroleum exploration licence may cover an arca that includes petroleum
prospecting licences or petroleum mining leases, provided that the holders of such
licentes 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 fronfier acreages may include
a provision permitting the licensee to select, basad on the result of his exploration
work and be granted one or more petroleum prospecting licences prior to the
termination of the licence containing the fiscal provisions stipulated in Chapter 4 of
this Act.

{6) The Commission shal. have sole right and title over any acquired raw and interpreted
data obained by & licensee pursunnt to a petroleum cxploration licenes, provided
that the licensae shall be entitled 1o grant a data use licence to & third party subject
to & written authorisation by the Commission, which shall not be unreasonably
withheld.

(7) A licenses is entitled to a fee from a third 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,

{8) Exploration activities conducted purscant to a petroleum exploration heence shall
be monitored and administered by the Commission in accordance with regulations
made under this Act.

{9) The Commission shall have sole right 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 1o the effective date.

(10} The carrying out of geological, geophysical or geochemical surveys for scientific
or aducational purposes in relation to petroleum do not require & petroleum
explomtion licence, where the resulis of such surveys sre not for sale or commercial
gain
72, (1) The holder of a petroleun prospecting licence shall, subject to the fulfilment of F”TW“TWW“M
ohligations imposed by this Act, have =

{8} exclusive right to dnll éxploration and appraisal weils and non-
exciusive right to carry out petroleun exploration operations
within the area provided for in the licence; and



ib) right to carry away and dispose of crude oil or natural gas won
or extracled during the drilling of exploration or appraisal wells
ai a result of production tests, subject to the fulfilment of
obligations imposed by this Act.

(2) A holder of the petroleum prospecting licenoce shal! not be granted an extension
except as presoribed under s2ctions T8 (4), (9) and 7% {6) of this Act

{3) Where a holder of o petroleum praspecting licence fails 1o fulfil eny term or
condition of the licence, it shall not, sxcept as provided in the licence, give the
Minister a nght of clan against the licensee or be deemed a breach of the licence, i
the failure arises from force majeure.

{4) Where there i5 any delay by a licenses in the fulfilment of any term or cond-*ion of
a pelroleum prospecting licence caused by force majeure, the period of such force
majeure shall be added 1o the period fixed for the fulfilment of the applicable term
or condition, provided that such period shall niod exceed three years in toial after
which, the licence may be terminated by the Commission or the licenses.

{5) The Minister may grant a petroleum prospecting licence to & qualified spplicant
recommended by the Commission ard shall not grant such heence 1o any other
person and where the Minister does not grant the licence, the Minister shall inform
the Commigsion in writing for the rationale of the decision.

{6} Notwithstanding the provisions of this section, & petroleum prospecting licence may
also be granted under sectinn 93 of this Act.

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

{(a} based on a fair, transparent and competitive bidding process;
and

{b] in compliance with the provisions of this Act, regulations made
under this Act and licensing round guidelines ssued by the
Commission for each licensing round.

{2) The Commission may periodically publish a licensing round plan.

(3} Subpect to ssetion 71 {5} and other provisions of this Act, the Minister may, an the
recommendation of the Commission, grant a petroleum prospecting licence or
petroleum mining lease 0 a winning bidder in accordance with section 74 of this
Act, provided that the winning bidder has complied with the requirements of the bid
invitation.

{4) The Minister chall inform the Commission of his decizion within 90 days af the
application for licence or lease and where he faiis to inform the Commission within
the stipulated time, the licence or leese shall be deemed granted.

Bliding prooess,
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4. (I} The grant of 5 petroleum prospecting licence or a petroleum mining lease on 2 ywerd process.
previously appraised area of a petroleum prospecting licence or a surrendered,
relinquished or revoked petroleum mining lease in, under ar upon the territory of
Migeria, shall be by an open, transparent, competitive and non-diszriminatory
bidding process conducted by the Commission under ssction 73 (1) of this Ast.

(2) The winning bidder shall be determined on the basis of the following bid parameters

(a) a single bid parameter, which shall be based on any one of
the following parameters -

(i) 2 signature bonus to be paid in fll prior o the
granting of the ticence or lease by or on behalf of the
winning bidder,

(1i) & royalty Interest,
{iif} a profit split or profit ofl split,

(iv) & work progromme commitment during the initial
exploration period, or

(vi) any cther parameter 8s may be defined specifictoa
bid round; and

() & combination of the bid parameters specified in paragraph
() of this subsection, based or a points system assessable by
the bidder in such & manner that the bidder with the highest
aggregate number of points shall be the winning bidder.,

(3) Notwithstanding the bidding parameters prescribed in subsection (2), where there is
a bilateral or multi-lateral agreement between Nigerie and another country, the
Govemment mey, for strategic purpose and in return for substantive benefits to the
nation, direct the Commission 1o negotiste and award a petroleum prospecting
licence or petroleum mining lease to a qualified investor identified in the agreement
ar treaty.

(4) A signature bonus payable in respect of any licence or lease awarded under
subsection (3) shall be based on a ransparent method lor evaluating the acreage.

{5) The Commission shall call for bids in accordance with & procedure published on its
website and in &t least two international financial newspapers and two national
newspapers with wide coverage.

(6) Where the Commission calls for bids pursuant to this section, it shall prescribe in a
regulution or guidelipe the minimum pre-gualification criteria of prospective bidders
in terms of technical and firapcial roguirements and previous experience.




{7) The bids received basad 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 Peoroleum Rssourcas.

75. The licensing round guidelines shall be sccompanied with the model licence for the  Lissasieg round

petroleum prospecting licence or model lease for the petroleum mining lease for the bid prtlcinc.
round and shall include the -

(a) licence or lease acrcages, the term and minimum work
obligations;

(b) requirements in he fulfilled hy the hidders snd the pre-
gualification criteria, as the case may be;

{c) bid parameter;
(d) list of documents required and criteria for the eveluation of
technical capacity, financial competence and legal status of
interested partics; and
(e} details and cost for the acquisition of relevant dats and studies,
76. The modz! licence or model Jease for each bid round shall reflect the conditions of the Mode lionce and model
licensing round guidelines for the bid round and shall in all circumstances include the "™
following clauses —
{a) description of the acreage;

(b) term of the licence or lease;

(¢) minimum work programme and minimum level of
invastment;

{d) details of guarantees to be provided by the licensee or lessee
regarding the performance of its licence or lease
obligations;

(e} details of obligations reparding  relinquishment,
decommissioning and abandenment;

(0} rules for the resolution of disputes including arbitration,
mediation, conciliation or expers determination;

(g) npplicable sanctions in the event of failure by the licensss
or lessee to comply with the terms and conditions of the
licence or leese; and

(I} sucli ot causes &5 e Commlaslon nay deam pmeessdl y.




T7. (1) A petroleum prospecting licence for onshore and shallow water acreages shall be  Dursfios and sres of
fior & duration of not more than six years, comprising of @n initial exploration period Lf“h"wl le i

of three years and an optional extension period of three years.

{2) A petroleant prospecting licence for deep offshore and frontier acreages shall be for
a duration of not morz than 10 years, comprising of an initial exploration period of
five years and en 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
- @creages;

(hy 1,00 square kilometres for any deep offshore acreages; and
ic) I, 300 square kilometres for any frontier acreages.

78. (1) A petroleum prospecting licence shall contain & requirement that the licensee commit
to a work programme and such other terms and conditions as the Commissicn shall
determing.

{2} A licensee shall, during the initial exploration period and the vptivnal extension
period provided for in & petroleum prospecting licence, commit o drill at least one
exploration well to a minimum depth specified in the licence for each period, except
for frontier acreages, where the work program during the initial exploration period
may only consist of geopbysical work.

{}) Where a licensee mekes & discovery during the initisl exploration period or the
optignal extension period provided for in the epplicable petroleum prospecting
licence, the licensee shall inform the Commission within 180 days of the discovery
if he considers that the discovery merits appraisal or is of no interest to him.

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

(&) & commitment lo an appraisal programme of not more than
three years with a scope and nature permitting the licensee
to declare & commercial discovery, where the result of the
appraisal is positive; and

(b} the appraisal area, not lzrger than the cuter boundary of the
discovery, as determined by the licensee and a zone of not
more than two kilometres surmounding the outer boundary,
provided that the appraisal area does not extend beyond the
area provided for in the applicabie petroleum prospecting
licence.
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{3) The Commission shall act on the approval request for the appraisal programme within
6l days after its submission and a licensee shall, upon the approval of the appraisal
programme and appraisal area by the Commission, promptly carry out the committed
apperisal programme,

(6) Where the Commission faiis to act on the appraisal programme referred to under
subsection (3) within 60 days, the appreisal shall be deemed &pproved.

(T} The provision of section 88 (3) of this Act shall epply to any appraisal aren under
subszciions (5) and (&)

(8) The licensee shall, upon the completion of the appraisal program —
(a) declare o commercial discovery;

(b) declare a significant gas discovery or a significant crude il
discovery; ur

{c) inform the Commission that the discovery is of no interest to the
licensee,

(9} Where a significant gas discovery or significant crude oil discovery has been
declared, the licensern shall be entitled to retain the area of such significant gas
discovery or significant crude ofl discovery for a mteation period as may be
determined by the Commission, which shall not bé more than 10 years from the day
the declaration was made and with the approval of the Commission 3 licenses is
entitled to drill further appraisal wells.

{10} The retention area of a significant gas discovery or significant crude ¢il discovery
shall comtinue to subsist pursuant to a petroléum prospecting licenze until the
expiration of the period under subsection (%) or declaration of 2 commercial
discovery by the licensee.

(11} The Commission shall approve an area of a significant gas discovery or significant
crude oil discovery which shall not be larger than the outer boundary of the discovery
declared by the licenses, including & zome 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 prospeciing licenca.

{12) The provision of section 88 (3) of thiz Act shall apply to any reténtion area.

{13) Where, upon the expiry of the retention period determined under subsection (9), the
licensee has nol declured o commencial discovery, the ansa declared under subsection
{9} shall be immediately relinquished by the licensee.

{14) Upon the relinquishment of the retention area with the latest expiry dite refermed o
in subsection {13}, the applicable petroleum prospecting licence shall expire.



(15} Where 8 hoensee declre a discovery of no interest under subsection (3} or (B}, the
Commission may require the relimgquishment of the parcels that cover the structure
of such discovery,

{16) A commitment by a licensee under this section shall be supported by a bank
guarantes, leter of credit or perfarmance bond issued by & bank acceptable to the
Commission for an amount determined by the Commission.

{17) The licensee shall in each calendar year present an annual work program and stalus
repoct as prescribed by regulations for approval by the Commission and such
program shall as a minimum, contain the committed work.

79.{1) Where a licensee under a petraleum prospecting licence declares a commercial
discowvery under section TR (8) (a) of thiz Act, the licensen shall within two years of
the declaration, submit to the Commission 2 field development plan with regard to

the commercial discovery together with a commitment to camy out the work
described in the field development plam.

{2) The Commission shall evaluate the technical and commercial terms of the field
development plan and shall only approve the field development plin where -

{4} it meets the technical standards required for petroleum operations based on
good international petroleum industry practices;

ib) the location of the measurement point, measurement
processes and egquipment are acceptable to the Commission;

{c) il results in the maximum economic recovery of crude oil,
natural gas and condensates from the applicahle reservoirs;

(d) it meets the health, safety and environmenta! standards, as
determined by the Commission;

e} it provides for the efficient and commencial wse of facililies
for midstream petroleum operat.ons;

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

{g) it mcludes an epproved Nigerian content plan pursuant to the
Migerian (hl and Gas Industry Content Development Act;

(h} it includes an environmental management plan in a form that
complies with section 102 of this Act

{1} it includes a decommissioning and abandonment plan and a
decommissioning and abandonment fund that complies with
secitons 232 and 233 of'this Acy

(1) it provides for the elimination of rontine natural pas Maring;
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(k} it does not relate to upstream petroleum operations that are in
conflict with domestic gas delivery obligation;

(13 it Includes -

(it & detailed programme for the recruitment and training
of Migerians in all phases of petroleum operations
handled directly by the licensee or through agents and
comtractors of the licensze, and

(i) provision for scholaship schemes, iniermships,
continuous professional develepment and other training
requUirements:

{m) it complies with the obligations o host commaunities under
Chapter 3 of this Act; and

{n] it includes a development period sufficient to construct any
required infrastructure and the development of the field.

(3) Where the development of a commercie] discovery requires construction of facilities
fer midstream petroleum operations in a manner integrated with the upstream
petroleum operations, a licensee may submil the development plan as a single
initegrated project, which may be reviewed by the Commission,

{4) Where a single integrated project is submitted, the Commission shall review and
implement the project based on its regulatory responsibilities,

(5} Where a licensee does not submil & field development plar and work commitment

within the period set forth in subsection (1), the area containing the commercial
discovery shall be relinquished.

(6) Where the licensee has submitted a field development plan for the feld, the licence

shall continue until the process for the grant of a lease has been completed or the
Commission has decided not to grant the lease,

(7) Where the heensee establishes and secures approval for an appraisal area or declares

a commercial discovery, 2 petrolewn prospecting licence shall, where required, be
extended until the —

(&) grant of the petroleum mining lease; or

(b} decline of the approval for the appraisal arez or commercial
discovery,

{8) Matwithstanding the provizions of section 78 (107 of this Act, the holder of the
retention area shall within two years after declaring a commercial discovery, submit
10 the Commission a field development plan that complies with the requirements in
subsection (I).



(%) The Commission shall give its final decision to approve or disapprove a field
development plan within |80 days after the submission of the field development plan
in compliance with the requirements in subsection (2) end a lease shall be granted
upon the epproval of the field development plan.

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

{11) A commitment by & licensee under this section shall be supported by a bank

gusrantes, letter of credit or performance bond issued by a bank acceptable to the
Comimission for an amount determined by the Commission.

{12) Upan approval of a field development plan, no material medification shall be made
except in accordance with the approval provisions set out in subsection (2) and the
submission and approval of 2n amended field development plan.

(13) Upon the granting of one or mure peiroleun mining leases, the annual work
program and status report referred to under section 78 {17) of this Act shall include
the program and report for each lease,

(14} A ficld development plan may be submiticd in phascs, 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 o be presentzd for each following phase
where the lessee is willing 1o commit to such fellowing phase.

80. (1) A licensee or lessee shall promptly notify the Commission of any petroleum Usiisaion
reserveir which extends beyond the boundaries of its lisence or lease arsa,

() The Commission may, for the purposc of ensuring optimum recovery of petroleum
from a petrolenm reservoir, require all petroleum cperations relating 1o commercial
discovery to be carried out by a licenses or lessee on the basis of a unitised
development of the applicable commercial discovery, where -

(a) the petroleum reservoir covered by an area to which a
licence or lease relates extends bevond the boundaries of
such arca inlo an area 10 which another licence or lease
relates and in respect of which a different person is the
licensee or lesses; and

(b} at least one icensee or lessoe has made a declaration of a
commersial discovery,

{3) The Commission may, upon receipt of a notification under subsection (1) direct the
appliceble licensee or lesses to enter into & unit agreement 1o develop the petrobeum
raservoir as a unit, within a period ol 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
Connbsslon amd shal -




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

{b) contain terms and conditions as may be required by a
regulation issued by the Commission undes subsection {%).

(51 A unit agresment shall, in addition to the requirements of subsections (1) and (4)-

{#} be based on reliable technical, operational aod econcmic
congiderations;

{b} s&t nut the proposed operator of the applicable unit; and

{c) set out technical mformabion reganding the petroleum
reservolr subject 1o unitisatlon, Including structure mapping,
net pay and such other engineering and geophysical
information as may be required by a regulation issued by the
Commission under subsection (%).

{6} Where the applicable licensees or lzssees are unable to reach agreement within the
time limit imposed by the Commission under subsection (3), the Commission may,
in compliznce with subsections (4} and {5, require the licensees or lessees to jointly
gppoint & consultant to develop terms and conditions that are fair and equitable to
licensees or lessees and Government end which shall be binding on the licensees or
kessess after approval by the Commission and where the applicable licensees or
fezsees fail to appoint 8 consultant within two months after the requirement by the
Commission, the Commission shall appoint the respective consultant and the
remuneration of the Consultunt 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 & licence or lease, the Commission
may -

(a) extend the boundaries of the licence or lease o include the
entire petroleum reservoir within such licence or lease,
provided that the licensse or lessee submits to the
Commission & field development plan that includes the
additional adjscent area accaptable to the Commission; or

(t) conduct a bid round for the adjacent area in sccordance with
the licensing round guidelines and the provigions ol this Act.

(8) Where a petroleum reservoir unitised under this section is able o continue in
production after the axpivation of one or mare licences or lpazses relating fn the
petroleum reservoir, the Commission may grant an extension of the licences and
lepses in the unitised field.

(9% The Connissiory ey B e o tme fssoe regulatons In relatfon (o uniilsatlon.



Bl.(1) A petroleuin mining lease shall be granted for each commercial discovery of crude  Paoleum mining lenses,
oil or natural gas or both, to the licensee of & petroleum prospecting licence who has

(&) satisfied the conditions imposed on U licence or the licensee
under this act; and

(b} received approval for the applicable field development plan
from the Commission

{2} A petroleum mining lease shall be granted under sections 70 (2) and 74 of this Act,
where & proapective lcase area contains petroleum field with suspended wells ar
continuing commercial production, where the correspending petrofeum mining lease
has been revoked or has expired.

{3) A petroleum mining lease granted under subsection (1) may include an appraisal
phase and the development and production of the field may include a work program
vequirement to enhance ongoing production.

(&) A licensee shall subject to subseetion (7}, propose that 2 separate petrole=um mining
lease be granted for each commercial discovery to which a petroleum prospecting
lHeence relales prior to the expiration of the applicuble petroleum prospecting licence.

{5) Notwithstanding any grant of a petroleum mining lease under subsection (4), the
applicable petroleum prospecting licence shall continue for the remaining area o
which that licence relaies for the duration provided for in that license.

(6] The erea tn which & petroleum mining lease relstes and derived from a petrolsum

prospecting liconce shall be proposed by the licensee, based on an independent
engineering report, which shall nat be binding on the Commission.

{7) The Commission shell eppruve Lhe preposed ares, which shall coutain svery parcel
within the cuter boundary of the ficld based on oil-water contacts, spill point,
intersection of planned development wells with the reservoirs or other reservoir limits,
including a zone surrounding the boundery consisting of all parcels that nre in whole

or in part within ane kilometre of such outer boundary, provided that such area shall
not contain parcels -

{a) ouiside the original licence area from which the lease is derived;
() in areas relinquished by the licensee; or
(2] in an existing petroleum mining ‘ease.
(&) The Commission may approve modification of an area of 2 petreloum mining lease

to incinde further pascels as are appropriate, based on the criteria prescribed under
sihsections (6) and (7), where during the period provided for in 8 petrolesm



prospecting licence, the outer boundery of the commercial discovery chunges due
to further —

(a} drilling or other exploration activities; or
(b} petrojeumn dizcoveries in deeper or shallower formations.

(%} 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 af geological or petroleum engineering data showing that the field isa
single field, the leases shall be considercd 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,

(10) A petrolenm mining lease shall not consist af an arca that is less than cne parcel or

where 4 purcel has been subdivided wnder section 69 (5) of this Act, less than one
subdivision of such parcel.

(11) Notwithstanding the provisions of this section, a petroleum mining lesse may also
be granted under sections 74 (3) and 93 of this Act

(12) Where a lessee makes a separate commercial discovery underneath the area of a
petroleum mining lease in shallower or desper formations, the lessee may present a
development plan for such discovery snd upon approval of such plan the lessee shall
be granted & separate lease for such commercial discovery.

82. (1) A lessee under & petroleurn mining lease shall have the exclusive right to carry out  Exchushe right i
the development and production of the petroleum with respect to the formations L
under the lease area &5 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-exclusive rizht to carry
out petrolesm exploration operaticns.

(3) A petroleum mining lease for conducting epstream petraleum operations shall anly
be granted on the basis of a commitmant from the appiicable lesses to -

() develop znd produce the commercial discovery of crude oil or
natural gas in the area to which the lease relates in sccordance
with the appliceble field development plan; or

(b} restart or continue petroleum production in the arca to which
such lease relates.

{4} The Commission shall, during the term of a petroleum mining lease, -

{a) verify the implementation of the work commitments by the

applicable lessee and its complisnce with the zpplicable field
development plar;



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

(c) ensure that upstream petrolewn operations &t all times are carried
out to conform with the standards required by this Act and by
regulation made under this Act.

83. (1) A licensee or lessee shall for each petroleum prospecting ficence or petroleumn mining  Coafidentializy,

lease provide a yearly summary of rovaities, fees, taxes, profit oil sharas and other
payments to Government within six months after each calendar vear to the
Commission and the Minister of Finanee throuph the Accountant-General of the
Federation and in case of joint ventares, where an operstor makes payments to
Govenment, the operator shull provide the required information and where
individual holders of the licence or lease make such pavment, the individual halders
shall be responsible for providing the information and where consolidation applies
an it consolidated basis,

(2] The Commission shall define the required detail and classification of the summary
under subsection (1) end the summaries shall be non-confidential and published on
the website of the Comimission.

{3} The text of any existing contract, licerce or lease and any amendment or side letter
with NNPC shall -

{a) not be confidentzal;

(b} be published on the website of the Commission within one year
after the elective date; and

{e) be provided to the Commission by & contracter of NNPC,
licenses or lessee within one vear after the effective date.

(4} A contractor, licensee or lessee who does not or partially provides the Commission with
the required information referred to in subsection (3), within the stipulated time
comtravenes the provisions of this Act and is liable to an administrative penalty of the
sum of US 310,000 for every day the defiult subsists.

(5) The text of any new licence, lease or contrect or amendment to it shall not be canfidaatial
and shall be published by the Commission immediately following the granting o signing
of such texts.

(6) A licensee or lessee who obtained geclogical, geophysical, gecchemical and other
technical petroleum data during upstream petrolevm operations as determined by the
Commission shall immediately provids the data to the National Data Repository of the
Commission.

(7) The data referred to in subsection (6) shall not be confidencial, exeept for-

(a) trade secrets and proprietary information and other information
as epproved by the Commisaion;



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

(c) 10 years for specific surveys carried ot under section 71{6)
of this Act; and

{d} such cther information for such periods as determined in the
National Data Repository Regulations, provided, however,
that information related to development wells and oil and gas
field production related data shall not be confidential

(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, thal the respective fees required for making non-confidential data
available shall not exceed the reasonable cost of copying any data and a minimal
hiourly payment for the vse of work stations.

84, (1) Unless otherwisc prohibitcd by this Act or regulation under this Act, where the
Minister grants a licence or lease, a licensee or lesses may enter into a contract with
8 third party for the exploration, prospecting, production or development of crude
il or natural gas or both

(2) The power to enter inta contracts under subsection { 1) shall not confer on any licenses
or lzssee the right o assign an interest in any licence or lease, except in accordance
with the provisions of this Act.

85, (1) The Commission shall develop a model Ticence and model lease, which may contain
an ohligation to comply with fiscal obligations and other provisions related 1o fees,

rents, royalties for such confract attached to or incorporated in the model licence or
maodel lease.

(2) The model licence and model lease referred 1o under subsection (1) shall comply

with the provisions of this Act and may contain the following additional contractual
provisions -

{&) a production sharing contract for the exploration, development
and production of petroleum on terms under which the finaneial
risk-bearing party shall recover costs from a share of production
ag established in the contract from the applicable arca;

(b} a profit sharing contract which is a production sharing contract
wherely the profit oil is provided in cash 1o Government;

(¢} & risk service contract for the exploration, development and
mroduction of petroleum on terms under which the financial
risk-hearing party shall recover costs by a puyment in cash or
i kind from petrolemn produced Do e applicable anes;
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{d) a concession agresment for exploration, development and
production of petralenm, which may include an incorpormed or |
upincorporated jolnt venture with NINPC Limited; and f

(&) any contract being a variation of the contracts under paragraphs
{a), (b) {e} or {d} or a contract which, at the time, is an
internationally recognised form of contract for the exploration
and production of petroleum,

(3) A licence or leuse described under subsection (1} shall not be granted by the Minister
unless the appropriate model contract is attached to the licence or lease as a guide on
the relevant fiscal obligations.

(4) A contract as provided for under section 85 (2) {d) of this Act shall include a carried
interest provision, whereby —

(&) the Government through the NNPC Limited has the right 1o
participate up to 60% in the contract or identified as a bid
parameter;

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

() 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 inelude bonuses
and penalties, interest, premium or markups on cost;

{(d) the conwact shall not require any upfront payment by the
Covernment;

{e) the nature, the validity and quantum of the unrecavered costs
to be refinded shall be determined or verified by an agreed
expernt determination procedure;

(f) the refund obligation under this subsection may be in the form
of cash ot kind from fusture share of production or entitlements
from the etteenve participation datc; and

(g) the terms, conditions and financial details of any nght of
participation by the government under this subsection shall be
contained in the model contrae prepared by the commission
in consultation with WNPC Limited.

B6. (1) A petroleum mining lease granted under section 81 of this Act shall be for a E’"'mﬂ;ﬂ renewnl of
maximum pericd of 20 vears, which term shall include the develapment period == e fomEs
preseribed under subsection (4).



{23 Where a petroleum mining lease does not initiate regular commercial production
within the stipulated development period preseribed under subsection (4), the
Cominission shall recommend to the Minigter to revoke the lease or license at the
end of the stipulated development pericd, unless the lessee or licenses can provide
to the Commission a velid reason that in the Commission’s opinicn is substantial, in
which case the Commission shall recommend to the Minister to extend the
development period accordingly.

{3) Wherz a petroleum mining lease is revoked under subsection (2), the eppheabie
screage shall vest in the Government and be controlled and administered by the
Commission, which may be subject W a new petroleun: mining jease granted in
accordance with section 81 of this Act

{4) The development periad for a petroleum mining lease granted under section 81 of
this Act shall be the period established in the Feld development plan under section
79 (2} (n) of this Act and where development period is not stipulated, the
development period shall be -

(a) five years for an onshore lease; and

(b} seven voars for o lense in shallow water or decp offshore ora
lezse in a frontier acreage.

{5} Acreage in respect of an expired or revoked petroleum mining lease under this Act
shail be subject 1o a new bidding process under section 73 of this Act where there
is still commereial production possible, unless the term of the petroleum mining
leas2 is extended under this Act.

(6} A petroleun mining lease which continues to produce in paying quantities may be
renewed by the Commission in accordance with section 87 of this Act For one or
mare successive additional terms, of not more than 20 years each, provided that -

{1} the field continues to produce in paying quantities; and

(b} all rents, rovalties, taxes and other applicable [iscal
obligations stipulated under this Act shall continue, subject
to section B7 of this Act.

(7) A petroleum mining lease which ceases to produce in paying quantities for a pesicd
of not less than 180 days may, excepl for force majeure or any other reason
sccetable 1o the Commission, be revoked by the Commission.

(8) A lesses of a petrolenm mining lease who intends to suspend production for more
than 130 days and to resume production &t & later dale, shall submit o the
Commission a specific shut-in plan and a commitment to restar! production in
accordance with the shut<in plas.

B7.{1) A lessee of & petroleum mining lease may, not less than 12 months before the Cimdillors for renewal of
expiration of the lease, apply in writing 10 the Commission for a renewal, of leased PRk RN K
abed ol any Rt of I




(2) A petroleum mining lease shall be renewed by the Commission where il is satisiied
that the lesses -

{a) has fulfilled its nhligations reluting to the development of the
lease area;

(b} has fuily met all payments requirement under this Act or any
other enactment in respect of royalties, rents, texes and fees
relating 1o the petroleum mining lease;

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

(d} has discharged all operetional cbligations in compliance with
applicable rules and regulations.

{3) The renewsl referred to under subsection {2) shall be on terms and conditions
determined by the Commission and the lessee shall pay a renewal bonus of an
amount specified by the Commission based on the percentage of the market value
on the renewal date preseribed in the regulation made under this Act

(4) The Commission may, in public interest, change, impose or add new lease
canditions, which shali be published in the Federal Government Ciazetiz,

88. (1) Prior to the expiration of the initial exploration pericd of three years or of the optional
extension period of three years under seetion 77 (1) of this Act a licensee shall
relinquish every area that is not an appraisal area, retention arce or lease area based
on pércels or sub-parcel under section 69 of this Act

{2) Prior to the expiration of the initial exploration period of five years or ofthe optional
extension period of five years under section 77 (2} of this Act, a licensee shall
relinquish every area that is not an appraisal area, retention area or lease area on
oarce] or sub-parcel under section 6% of this Act.

{3} Every appraisal area or retention area shall 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 refaled pelroleum
mining leases have been granted or denied.

{4) A licensee of a petroleum prospecting licence may voluntarily relinguish parcels
and sub-parcels under section 6% of this Act, provided that the -

{a) licensee has complied with the obligation in the petroleum
prospecting licence; and

(b} shape of & relinquished bleck shall be approved by the
Commission to maintain acreage of shape that is viable for
gward in a future Heensing round.,

Refinguishmcnt.
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(5) Afler 10 years of the commencement of a petroleum mining lease -

() the applicable lessee shall relinquish all parcels which do
niot fall within the boundary of 2 producing field under this
Act; and

(b} any formation deeper than the deepest producing formation
shall be relinquished, and the deep rights shall vest in the
Govemment,

{6) Upon the cxpiration of any significant ges discovery retention period in respect of
a petroleum prospecting licence, every area relating to the significant gas discovery
retention area shall be relinguished, unless the applicable licenses has deciared a
commercial discovery In such significant ges discovery retention area.

(7) An srea or zone relinquished under this section, shail be vested in the Government
and administered by the Commission and Lhe relinguishinents shall be in a north-
south, east-west direction and defined in a rectangular or squere shaped compact
unit.

(&) Anvy rent paid in respect of an area or zone that is relingquished under this section
shall not be refundable and such relinguishment shall be without prejudice to any
obligation or liability imposed by or incurred under the applicable licence or lease.

{9} Where the deep righis have been relinquished and subsequently granted to a third
party under subsection (5) (b}, the Commission shall ensure that the licensees or
lesszes of the overlapping petroleum rights shall enter into a cooperation protocel
based on pood international petroleum industry practices, dealing with matters
such as non-interference measures, location of wells, construction of gathering
lines, wnauthorised production from reservoirs, notice of dangerous operations,
joint emergency respense, joint use of certain lucilities and pipelines, land and
watzr rights and such other matiers as the Commission deems required for optimal
petroleum operations pursuant to regulations,

£9. {1} Notwithstanding the provisions of this Act on relinquishment, a holder of a petroleum
prospecting licence, petroleum explortion licence or petroleum mining lease may
surrender part or the whole of the licenced or leased area, provided that the licensee
or lesses has —

(a) complied with chlligatlons Imposed by or Incurred under the
applicable licence or lease; and

(b} given three manths’ notice in writing o the Commission prior
tor the surrender,

{2) Any rent or fee paid prioe to a surrender under subsection (1) shali not be refundable
and the licence or lease surrendered shall be without prejudice to any obligation or
liability imposed by or incurred under the applicable licence or lease,

Surender of licencs or
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00. Subject to applicable law, terms and conditions prescribed by the Commission, & holder
of & petroleumn prospecting licence, petroleum exploration licence or petroleum mining
lease is entitled with the approval of the Commission to rights of way for the laying,
operation and maintenance of gathering lines, telephone lines, power lines and other
similar lines through or acrozs the areas the holder may require.

91. (1) Subject to subscction (2), the Commission may preserve in accordance with
applicable faw, a right of way, easement or other right over an ares to which a
perroleum prospecting licence, 2 petroleum expioration licence or a petroleum
mining lease, which the Commission considers necessary for the leying, operation
and muintenance of pipelines, telephone lines and power lines and 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 lease is of the opinion that a reservation made by the Commission
under subscetion (1) affects the health, safety or cnvironment of o person, the Heenses
or lessee may abject to the reservation in writing and the Commission shall reconsider
the reservation in light of the objection.

(3} The holder of & petroleum prospecting licence, & petroleum exploration licence or o
petroleum mining lease shall -

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

{b) comply with applicable law relating to town or country planming
or regulating the construction, alteration, repatr or demolition
of buildings, or providing for similar matters, which relates 10
the carrying out of operations authorised by the licsnce or leage.

02, (17 A holder of an existing oil prospecting licence or oil mining lease may enter inlo a
voluntary conversion contract under this Act.

(2} A licensee or lessee under a conversion contract shall benefit from the fiscal
provisions under Chapter 4 of this Act, where the licensee or lesses complies with
the provisions of this Act.

{3} The conversion contract shzll contsin & termination elause of all outstanding
arbiwation and coust cases related to the respective oil prospecting licence or oil
mining lease and —

{a) any stability provisions or guaraniees provided by NNPC in
respect of oil prospecting licénces or oil mining leases to be
converted shall be pull and void; and

(b the incentive provisions containzd in sections 11 and 12 of the
Petroleum Profit Tax Act shall not apply.
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{4} A conversion confract shall be concluded at a date (“conversion date™) which is the
sarlier of =

{a) 18 months irom the effective daiz; and

(hythe expiration dete of the oil mining lease or date of conversion
of the oil prospecting licence to an cil mining lease.

(3} Prior 1o the conversion date, the terms applicable to the oil prospecting licence or oil
mining lease prior to the effective date shall continue to apply.

(6) Where & holder of an existing oil prospecting licence or oil mining lezse dnes not
enter into a conversicn contract prior to the conversion date, the terms and
conditions applicable to the ol prospecting licence or il mining lease prior in the
effective date of this Act shall continue to apply to the oil prospecting licence or il
mining lease, subject to sections 124 (2), 125 (6), 174 (6), 303 (1) and 311 (2) (h)
of this Act.

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

%3. (1) A holder of oil mining lease, including oil mining leage that is subject to production
sharing contract, shatl at the renewal date spplicable o the oil mining lease or at the
conversion date, designate each area and zone of the oil mining lease a8 areas and
ZORes -

(a) which, in the opinion of the holder, merit appraisal and for
which the halder of the oil mining lease is peepared 1o present
an sppraisal program under section 78 of this Act;

(B} in respect of which the holder is prepared to make a
declaration of & commercial discovery under section 78 ol
this Act and submit a field development plan to the
Commission under section 79 of this Act;

(¢) in respect of which the holder is prepared to make a
declaration of a significant gas discovery or a significant
crude oil discovery under section 78 of this Act and submit
an application for approval of & retention area:

(d} in respect of waich development of a Beld is underway hased
on prior approvals afler having declared the discovery
commercial or if no such decleration was made after having
made a final investment decision o develap the feld; amd

(e} in respect of which regular commercial production is
OoCUTIng.

{2) Where the total acreage selected under subsection (1) is less than 4086 of the area to
which the applivable vil mining lease epplies, (he helder may seleet sdditional arcay
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covered by the oil mining lease for conversion to a petroleum prospecting licence in
such a manner that the total of all areas selected shall not be mare than 40% of the
oil mining lease prea and where the ol acreage selected under subsection (1) is
more than 40%, the holder shall be entitled to keep such larger area, consisting solely
of the selected arcas.

(3) Any selected area under subsection {2) shall be based on parcels.

{#) Areas and zones subject to an oil mining lease and not zelected by the helder under
subsections (1) and (2) shall be relinquished by the holdsr,

(5) The relinguishment date for the purposs of subsection (4) shall be the renewal date
ar where the helder of the oil mining lease decides 1o convert under section 92 (1) of
this Act, the conversion date.

(6) Subject to section 94 of this Act on the applicable relinguishment date, the
Commission shall convet the applicable oil mining leass in respect of cech arca and
Zone -

(a) designated by a holder under subsection (1) (a), (), () et (Z)
into & petroléum prospecting licence in accordande with section
78 of this Act, with fiscal tarms as applicable under section 267
(b} and other terms of Chapter 4 of this Aot for new acreage aml
with the relinquishment date being the effective date for such
petraleum prospecting licence; and

{b) selected under subsection (1) {d) end (e}, into petroleum mining
leases, with fiscal erms as applicsble under ssetion 267 (a) and
other terms of Chapter 4 of this Act to the lease, provided that,
for =

(i} production sharing contracts tor the delermination ol the
profit cil sliding scale based on cumulative production,
the tota! production from all petroleum mining leases
ghall be applicable, and

{ii) royalty purpose, the production of each petroleum
mining lease shall be the basis.

{7) Where a licensee of an oil prospecting Teence, Including sny oil prospecting lHeence
that is subject to & production sharing contract, voluntarily opts to convert its licence
1o a petroleum 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 -

(&) designated by a holder under section 93 (1} (2}, (b) and (c} of
this Act as sreas to be continued under the petroleum
prospecting licence under this Act, with fiscal terms as




applicable under section 267 (h) and other terms under Chapter
4 of thiz Act for new acreage;

{b) selected under section 93 (1) (d) and (¢} of this Act shall be
converted into petrolenm mining leases with fiscal terms as
applicable under section 267 (1) and other terns of Chapter 4
of this Act, applicabie to these leases, provided that —

(i) with respect to produelion sharing contracts for the
determination of the profit oil sliding scale based on
cumulative production, ths total production fram all
petrolewsm mining leases shall be applicable, and

{if} for rovalty purposes, the production of each petroleum
mining leass shail be the basis; and

(c) the remaining area shell continue as exploration ana under the
petroleum prospecting licence, with fiscal terms as applicable
wider Chapter 4 of this Act for new acreage.

(8) With respect to existing oil mining leases where NNPC held vested rights to natural
pas pricr to the effective date of the Act, under a conversion pursuant o subsection
{6) (&) and (b}, NWNPC Limited shall retain these rights and where NPT Limited
relinquishes such rights, the conversicn contract under section 92 (1) of this Act,
shall include a consideration to NNPC Limited for the market value of the rights
relinguished.

94, (1) A producing marginal ficld shall be aflowed to continue 1o operate under the original
royalty rates and farm cul agreements, but shall convert 1o a petroleum mining lease
under this Act, with terms applicable under sections 267 (b), 302, and other
pravisions under the Act within 18 months from the effective date,

{2) A discovery declared a3 &8 marginal field prior to st January, 2021 and is not
producing shall be converted to petroleum prospecting licence and shall benefit from
the terms for new acreage under Chapier 4 of this Act.

{3) Where the discovery has been transferred to Government, the Commitssion is entitled
to offer the petroleum prospecting licence in & bid round under seetion 74 ol this Al

(4) Within three years of the effective date, any margimal ficld that has not bcen
transferred 1o Government, shall be suhject to the following process and the holder
of the oil mining leass —

{a) present a field development plan for the marginal fisld;

(b} with the consent of the Commission and on terms and conditions
as the Commission muey approve under regulations, farm out the
discovery; or

{2} relinquish the ficld in accordance with the provisions of this Act,
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{5) The consent of the Commission to the farm-out of &8 marginal fieid under subsection
{4 () shall, amongse othars, be subject to the farmee presenting a field development

plan over a period of time agreed with the Commission end a regulation made under
Hrig Act,

{6) The failure to present a field development plar under section 94 (4) {a) of this Act or
within the time frame specified under section 94 (5) aof this Act shall require the
relinguishment of the marginal field.

{7y A marginal field relinquished under subsection {4) (¢} or (6) shall be vested in the
Government and be administered by the Commission.

(81 For the purpose of this section -

(&) “marginal field" means a field o discovery which has been
declared a marginal field prior to Ist January 2021 or which has
been lyving [mllow without sctivity for seven yeors after ifs
discovery prior to the effective dale; and

{(h) “farm-ouf” means an agreement hetween the holder of &
petroleum mining lease or petroleum prospecting licence and &
third party, which permits the third party 1o explore, prospect,
win, work and carry awsy any pelreleum encountered in a
licence or lease area during the validity of the licence or lease.

(9 Mo new marginal felds shall be declared under this Act.

95, (1) A holder of a petroleum prospecting licence or pefroleum mining lease shall not
assign, novate or transfer his licence or lease or any right, power or interest, or a
shargholder of an incorporated jomt venture shall not sell or transfer its shares
without prior written consent ot the Minister.

{2) The consent of the Minister under subsection (1) shall be granted upon the
recommendation of the Commission.

{1} For the purpose of subsection (1), a change of control in the holder of a licence or
lease under subsection (1) shall be deemed o be an assignment.

(4] A licensee or j=ssee wishing to assign, novate or otherwvise transfer iis inferest, or
shareholder of an incorporated joint venture wishing to sell or transfer itz shares
under subsection (1), shall make an application for approval of the transfer to the
Ceommission in the format prescribed by the Commission, and be accompanied with
any other information that may be parspast to any regulations published by the
Commission.

{3) Notwithstanding the provisions of subsection (1), a holder of a licence or lease may
by way of security, wholly or partly assign, pledge, monigage, charge or hvpothecste
its interests under the applicable licence, lease or grant a security interest in respect
of the interest, provided that the conacit of the Commission shall be ulkaincd.
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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 {3) and the consent of the Commission with respect to subsection (5 shall
not be unreasonably withheld.

{7} Within 60 days of the receipt of the recommendation of the Commigsion under
subsaction (4), the Minister shall consider it for approval, such approval not to be
unreasonably withheld, and where —

{a) the Minister rejects the recommendation of the
Commission, the Minister shall provide the reeson for such
rejection; and

{b) no response on the application has been received within 60
warking days from the receipt of the recommendation of the
Commission, the consent of the Minister under subsection
{1} shall be dzemed to have been granted.

(B) Where the consent of the Minister is granted in respect of the application for a
transfer, the Commission shall promptly record the transfer in the sppropriate
register.

{9} The Commission shall communicate the refusal or approval of an application for an
assignment, novation or transier of a licence or lease in writing to the applicant,

{10} Where the application for an assignment or & transfer of a petroleum prospecting
licence or petroleum mining lease is refused, the Commission shall inform the
applicant of the reasons for the refusal and may give reasonable time within which
further representations may be made by the spplicant or by third parties in respect of
the application.

{11} The Minister may grant consemi to an assignment novation or transfer of a

petroleum prospecting licence or petroleum mining lease, subject to the following
terms and conditions which the Comrmission may consider appropriate, that the
proposed transleree -

(@) is a company incorporated in Nigeria;

{b) s of gowd reputation and standing;

(¢} has sufficient technical knowledge, experience and financial
resources to enable it effectively carey out all responsibilities

of & licensee or lessee under the licerce or lease; and

(d) shall comply with the Federal Competition and Consumer
Protection Act.
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{121 The Commission shall make regulation 1o 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 deductibie.

{13} The consummation and details of any transaction to which subsection (1) applies
shall be -

{a) fully disclosed to the Federzl Inland Revenue Service by the
parties to the transaction; and

() published in the Federal Governmemt Gazette by the
Commission.

{14) For the purpose of (his section, “change of control™ means any person or persons
acting jointly or in concert, to acquire dircct 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 tme.

(15} A holder of & petrolewm explotation licence shall not assign, novate or transfer his
licence or any right, power or interest withoul prior written consent of the
Commission.

96. (1) Upon receipt of the written recommendation of the Commission [or revocation, the
Minister may revoke a petraleum prospecting licence or peiroleum mining leass,
where the applicable licensee or lessec -

(a) fails to conduct petroleun operations in accordance with
good international petroleum industry prectices, the
provisions of this Act and any other relevant legisiation;

fb) interrupts production for a period of over 180 consecutive
days without justification or as provided for in the
applicable licence, lease or approved field development
plan, provided that an even: of force majeure shall be an
acceptable justification for interruption;

f¢) fails to fulfil the terms and conditions of the applicable
licence or lease or the approved field development plan;

() fails to pay to Governmenl as they become due, rents,
rovalties, taxes or other payments or production shares
under this Act

(¢) fails to furnish any reports or data on operations us required
by law afier having boen edvised in writing by the
Cammission of such failure;

{f) assigns, novaies or otherwise transfers any intevest in the
applicable licenee or lease other than in accordance with
section W3 ol thls Act;
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(g} has obtained an interest, in the applicable licence or lease
based on false representation or contrary to corrupt
practices and money laundening lews;

(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-organization,
emalgamation or arrangement;

(i) has failed o comply with environments! obligations
required by applicable law or by the provisions of the
applicable licence or lease:

(i) is owned wholly or in part, directly or indirectly or is
controlled by a former or serving public official or member
uf the Oovernment, who obiained his inerest in the
applicable licence or lease other than as permitted by
applicable law;

{k} does not submit and advance o ficld development plan and
work commitment under sections 78 and 79 of this Act;

{I) fails to abide by any expert determination, arbitration award
or judgment anising from the dispuie resolution provisions
set forth in a Heence, lease or this Act;

(m) fails to comply with domestie crude oil supply or domestic
gas delivery obligations under this Act and eny subsidiary
regulation; or

(n} fails to comply with the host commurities obligations under
this Act,

(2) Subsection (1) (j) shall apply to a former public official or member of Government
only where the applicable interest was acquired while the public afficial was in
office or was a member of the Government.

7. (1) Priorto the revocation of a petroleum prospecting licence or petroleum mining lease  Notice of dafaalt price to
by the Minister under section 96 of this Act, the Commission shall - FERONACH,

() serve a notice of default on the applicable licenses or lessee
siating the grounds upon which the Commission may

recommend a révocation of the licence or lease to the Minister:
and

(b} provide the licensee or lessee with & remedization period of not
less than 60 days within which to remedy the default.



{2) Whers the Commission is satisfied with the remedy provided by the licensee or
lessee under subsection (1) (b)), the revocation process shall terminate,

(3} Whers, at expiration of the remediation period provided under subsection (1) (b),
the default persist, the licence or lease may subjeet to the provisions of ssction 99
of this Act, be revoked in sccordance with section 96 of this Act,

{2) A notize of defeult shall be -

(a) sent by the Commission to the last known address of the
licensee or lessee or its legal represcntative in Migeria, or

() published in the Federal Government Gazette or on the websiie
of the Commission,

gach of which shall constitute sufficien: notice to the lkcenses or lessee of the notice
of default,

{5} Revocation of a petroleum prospecting licence or petreleum mining lease shall be
withoutl prejudice to any —

(a) liability or obligation which the licensee or lessee may have
incurred in Favour of the Commission, the Govermment or any
third party; or

(b} clmim, which the Commission, the Federal Govemment or any
third party may make against the licensee or lessee.

[6) A revocation decision shall be published in the Federal Government Gazefte and the
Commission shall amend relevant registers maintained by it to reflect the revocation,

98. (1) Within 30 days of the revocation of s petroleum mining lease or participating or
shareholder interest in a petraleun 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 intemational petrolenm industry practices.

{2} The inerim operator appeinted under subsection (1) shall serve for a pericd to be
dietermined by the Commission and the related contract shall be on a service fee basis.

(3} During the tenure of an interim operator, the Commission may conduct a fair,
transparcnt and competitive bidding process for the grant of & new petroleum mining
lease to replace the revoked petroleum mining lease,

99. (1) Where two of more persons ate holdes of a peliolenm prospecting licence o
petraletm mining lesse and one or more of the grounds for revocation set forth in
section 96 of this Actapplies to not all of the holders, the Minister —
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() 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 nnt revoke the nterests of the other holder or holders 1o
which the prounds do not apply.

{2} A holder to which the grounds apply under subsection (1) (&) is refemed o as a
“defaulting holder” and a holder to which the grounds do not apply under subsection
(1) {b) is referred to as & “non-defanlting holder™,

{3) Upon a revocation of an interest under subsection (1) (a], the rights of the deta:lting
holder shall cease without preiudice to any obligation or liability mewrred or imposed
on the defaulting holder under the terms and conditions of the licence or lease prior
to the time of the revocation

{4} The interests of each non-defaulting helder shall not be affected by a revocation of
the interest under subsection (1} {b) and the non-defaulting holders shall take such
measures as provided for under the joinl operating agreement or shareholder
agreement to redistrnibute the revoked participating or shereholder interest 1o the non-
defaulting holders or third parties.

(3) Where subsection (1) applics, an assignment 1o 2 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  licence or lease, where a non-defaulting holder under
subsection (1) (b), fails to —

{a) take responsibility for the payment of rents, royalties, taxes,
production shares, profit shares or other contractual paymenes
to Government of the defaulting holder under the llcence 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 26 of this Act,

100, (1} A holder of & petroleun prospecting licence or petroleum mining lease shall pay
to the Government royalties, fees, rents and production or profit shares in the
amount and time as prescribed in the licence or lease under this Act and regulations
made by the Commission.

{2} Where royalties, fees, rents, production or profit shares or other regquired payment
to Government due under this section remains unpaid for a period of 20 days after
the date when it becomes due for payment, it shall be considered as a debl 1o the
Commission with interest accruing al a prevailing Central Bank of Nigesia ({CBN)
rate to be provided for in & regolation issued by the Commission.
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(3} The Commission may, afier the 30 days period referred o under subsection (2) and
umti] the debt is repaid, together with acerued and unpaid intevest -

{a) enter inte 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 belonging
to the holder of the licence or lease, and the costs incurred by the
Commission in connection with the setzure, distréss and sale
hall he added 1o the debt; and

{c) out of money arising from the sale of any item referved 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] Mothing in this section shall be intespreted as to reduce or emend the provisions of
section 96 (1) (d) of this AcL

161, (1} A licensee or lessee sha!l not enter upon, cccupy or exercise any of the rights or Damage 'E‘Lﬂ"“ wd
powers conferred by its licence or lease in relation to any - ‘"

{a) area held to be sacred, the gquestion as o whether Lhe area is
sacred or not shall be decided by the customary court of the
grea, where necessary;

(b) part of the following relevant areas, except it obtaing a written
permission from and subject to conditions as may be imposed
by Ui Commissivn, auy part -

(i) set apart for, used or appropriated or dedicated to
public purposes,

(if} occupied for the purpeses of the Govermnment of the
Federation or a State,

(i) situate within a townaship, town, viilage, market,
burial ground or cemetery,

{iv} which is the site of or is within 50 verds of any
building, installation, water reservair, dam, public
road or tramway or which is appropriated for or
situate within 100 metres of any mailway, or

(v} of the land under cultivation;



(¢} any part consisting of privately owned or legaily ocoupied land
other than private land falling wnder paragraph (b) except
permission in writing to do so has been obtained by the licenses
or lessee from the Commission, which may grant permission if
the licensee or lessee has -

(i} given previous notice in writing to the Commission
specifying by name or other sufficient designation and
by quantity, the land projosed to be oceupied and the
purpase for which it is required, and

(i1} paid or tendered to the person in lawful cccupation or
the owner or owners of the land fair and adeguate
compensation; and

(d) dispute under paragraph (c) as o who is in lawful cccupation or
the owner of any land or as to the amount ofany compensation
pevable, the licensee or leszee, pending the determination of
the dispute, shall deposit with the Federal High Courl, with
jurisdiction over the matter, such sum as shail be determined
by the Federal High Count to be reasonable compensation
payshie to the rightful owner or occupier of the land, having
due regard to the existing regulaory framework.

(2} A persun shall nod, in the course ol petroleum operations -
{a) injure ar destroy any tree or object which is -
(1) of commorsial vale, or

(i} the object of vencration to the people resident within the
liccnoe or lcase arca;

(b} damage or destroy 2ny 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 cccupation 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 persans or communities direcely affected by the damiage

or injury.

(4) The amount of compensation payable under subsections (1) (¢} (ii) and (3) shail be
determined by the Commission and prescribed by regulation made under this Act.

{5) Where a licenses or lessee fails to pay compensation as prescribed under subsection
{4) within 30 days, the Commission may apply sanctions in accordance with

regulations made under this Act.



FO2. (1) A licensze or lessee who engages in upstream and midstream petroleum opearations
shall within —

(a) ong vear 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 require environmental impact assessment to th: Commission or Authority,
as fhe case may be.

{2) The environmental management plan under sobsection (1) shall be in accordance
with the extant Acts.

(3) The Commission or Authority, as the case may be, shall approve the environmental
management plan, whene —

{a) it complies with relevant environmental Acts; and

{k) the applicant has the capacity or has provided for the capacity
to rehabilitate and manage negative impacts on the environment.

i(4) The Commission or Authority, as the case may be, shall in considering the
environmental management plan, take into eccount the policy thrust of the
Government regarding environmental protestion 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 environmenial
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 opcrator of a licence
or lease, call for an amendment of the environmental management plan.

{7} Chemicals shall not be utilised for upstream petroleum operstions, exvept the
Comimissiuh granis an applicable pennil and approval,

103. {1} As a condition for the grant of & licence or lease and prior to the apgroval of the
environmental management plan by the Commission or Authority, ¢ licensee or
lessee shall pay a prescribed financial contribotion to an environmental
remedigtion fund esteblished by the Commussion or Authority, as the case may be,
for the rehabilitation or manasement of negative environmental impacts with
respect  the licence or lease.

{2} In determining the amount of the financial contribution, the Commission or
Authority as the case may be, shall take into consideration the size of the operations
and the leve! of environmental risk that may exist.
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{3} The financial contribetion 1o an environmenial remediation fund under sabsection
{1) shall be subject to sudit by the liceasee or lessee, in secordance with guidelines
that the Commission or Authority may, as the case may be, issue,

(4) Where licensee or lessee faile 10 rehabilitare or manage or is unable to undertake the
rehabilimtion or menagement of any negative impact on the environment, the
Commission or Authority, as the case may be, may, upon writicn notice to the
holder, apply the fund under subseetion (1) to rehabilitate or manage the negative
environmenta! impact

(5) A licensoe or lessee ghall, under subsections (1) and (2) nssess its envirormental
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 Apthority, 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.

104 (17 A licensee, lesses or marginal field operator that flares or vents natural gas, except

()} in the case of an emergency,
(b} pursuant to an exemption granted by the Commission, or

{e} as an acceptable safety practice under established
regulations,

commits an offence under this Act and is liable 10 a fine as prescribed by the
Commission in regulations under this Act

{2) A fine due under this section shall be paid in the same manner &nd be subject 1o the

samz procedure for the payment of royalties to the Government by companies
engaged in the production of petraleum.

(3} A fine paid under this section shall not be eligible for cost recovery or be tax
deductible.

(4 Money received from gas flaring penaltics by the Commission under this section,
khall be for the pumose of environmeantal remedintion amd ralief af the host
communities of the seftlors on which the penalties are levied.

105. (1) A licensee or lessee shall pay a penalty prescribed pursuant to the Flarc Gas
(Prevention of Waste and Pallurion) Regulatinns.

(2) The Commission shall have the right to take free of chargs natural gas that is
destined for flaring ut the fAare stack.
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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 as the Commission or the Authority
may prescribe in a regulation.

(2) A licensee or lessee who faile or refuses to install metering equipment ender

subsection (1) commits an offence and is lizble to a fine as the Commission or the
Authority muy preseribe under a regulation.

107. The Commission or the Authority may grant a permit 1o a licenses or lesses (o allow
the flaring or venting of natural gas for a specific period —

{a) where it t5 required for facility start-up; or
(b} tor strategic operational reasons, including testing.

108. MNotwithstanding sny provision to the contrary under this Act, a licensee or lessee
producing natural gas shall, within 12 months of the effective date, submit 2 natural gas
flare elimination and monetisation plan w the Commission, which shall be prepared in
accordence with regulations made by the Commission under this Act.

109, (1) The supply of crude oil and condensates for the domestic market shall, subject to
subsection (2}, be on a willing supplier and willing buyer basis.

(2} The Commission may issue regulations or guidelines on the mechanism for the
imposition of a domestic crude ofl supply obligation on lessees of upstream
petroleum operations, including applicable penzhies,

(3} The Authority shall supply the Commission on a regular basis the crude oil
requirements of refineries in operation and where shortages or inadequate supply
conditions occur repart such conditions to the Commission.

{4} The Commission shall ensure that the domestic crude ail supply abligation contains
the following, that —

(a} crude cil may only be sold to helders of crude oil refining
ficences, whose refineries ere in operation;

¢h) the supply of crude oil shall be commercially negotiated
between the lessee and the crude oil refining licensee, having
regard to the prevailing internetional market prize for similar
grades of crude ail; and

(e} holders of crude oil refining licences shall provide payment
guarantees as required by the applicable lessee, and payment
for crude oil purchased purstant to obligations shall be in US
dollars or Meira, as may be agreed between the lessees or
suppliers and the licensee of the refining licence.
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110. (1) Subject to subsections (2) and {4). the Commission shall, by a regulation or wmﬂdi-.-u;
guideline made under this Act, — igations.

(a) prescribe and allocate the domestic gas delivery obligation
among all lessees before Ist March of each year based on the
domestic gas demand requirements determined or updated
under section 173 of this Act; and

(b} ensure compliance by every lesses of the domostic gas delivery
obligation. '

(2) A lessee may, on a voluntary basis, conclude contracts with 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 basis o these customers or
suppliers and notify the Commission of the contracts and where the volume of the
coniracts is equal to or higher than the domestic gas delivery obligation for the lessee,
the lasses shall —

{a) be desmed 1o have fulfilled its domestic gas delivery obligation;
{b) not be a producer client of the gas aggregator; and

{e) inform the gas aggregator.

(3) A lessee who has complied with its domestic gas delivery obligation or mey wish to
supply wholesale customers who are not pant of the strategic sectors may deliver
further supplies of marketable natural gas to the domestic market on a willing seller
and willing buyer basis.

{4} A wholesale gas supplier may, on a voluntary basis and following the procedure
stipulated under subsection {2) -

{2) enter into a contract with a lesses or wholesale customer of the
strategic sectors for the delivery of marketable natural gas to the
customers: and

(b} inform the Commission and Authority of the contracts.

{5} The Commission shell require a lessee producing naneral gas to carry out works and
operations which may be required to incresse production and to dedicale specific
volume of the natural gas produced towards the requirements of the domestic market,

(6) The volume of natural gas 1w be dedicated by a lessee towards the domestic Zas
delivery obligation shall be based on an allocation system among lessees as
determined by the Commission upon consultation with the Awuthority with
consideration of supparting infrastructure availability.

(7} A lessee shall be obliged to deliver the velume of natural gas prescribed under
subsection (6) to 2 wholssale customer determined by the domestic gas aggregator



and &t a location indicatzd by the domestic gas aggregator under section 156 of this
Act,

(8) Subject to the provisions of subsection (7), a lessee who fails 1o comply with the
domestic gas delivery obligation shall incur & penalty of US 53.50 per MMBi not
delivered, provided that, where the lessee has signed & pas purchese and sale
agreement with n wholesale supplier of the strategic sectors, the penalty fior failure o
deliver shail be as stated in that agreement.

(%) The penalty amount of US $3.50 per MMBtu referred o under subsection (8} may
be adjusted as the Commission may prescribe in a regulation made under this Act.

{107 A lessee shall not incur a penalty prescribed under subsection (8}, where it can
establish that its failure to comply is as a result of —

{a) force majeurs;

{b) the inability of a purchaser to sccept allocated naturel gas
volumes:

(¢) the inability to transport the allocated nateral gas for reasons
bevond the control of the lessee; or

{d} the failure of a purchaser to pay for allocated natural gas
volumes.

{11) The Commission shall discontinue the imposition of domestic gas delivery
obligations, where the Authority has determined umder section 167 (3) of this Act
that the natral gas market has atlained full markot status.

(12) Upon being allocated the volumes tc be supplied under the domestic gas supply
obligation inder subscetion (1), the lessce shall submit a marketable natural gas
production and supply plan consistent with these obligations to the Authority.

{13} A producer-customer of the domestic ges aggregator shall pay compensation to
customer-client for any loss suffered as a result of default 10 supply marketable
natural gas in accordsnce with a gas purchase order issued by the domestic pas
aggregatar.

{ 14) A lessee who does not comply with the domestic gas defivery obligation as directed
by the Commission shall —

{a) in addition 10 the penalties provided under subsection (8), not
be entitled to supply natural gas to any new midstrenm gas
export operations, provided that this provision shall not apply
to gas sales agreements already entered nto; and

(b} where the lessee is supplying natural gas to midstream gas
exporl operations, the Commission may fmpose other sanctions
as are presorihed in a regulation made inder this Act




{15) Anapproval for the supply of natural ges for export projects shall, from the effective
date, be subject to prior compliance by the lessee with its domestic gas delivery
obligetion.

{16} Domestic gas delivery contracts entered into by lessess or licensees prior to the
effective date and continuing after the affective date, shall be counted towards their
domestic gas delivery obligation under this section.

PART II1 — GENERAL ADMINISTRATION OF MIDSTREAM AND
DOWNSTREAM PETROLEUM OPERATIONS

11 (1) The Authority 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 the Authority.

{2} The Autharity shall only grant a licence for midstream or downstrearn peteoleunt
operations, where —

{2} it meets the technical standards required for petroleum
operations based on good intemational petroleum industry
practices;

() the location and size of the arca occupied by the facilities or
right of way is acceptable to the Authority;

{c) it meeis the 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 license for midstream petroleum operations where
it~
(a}) docs not involve cxecssive capital or operating
expenditures;

() includes an acceplable environmental management plan
under section 102 of this Act;

(e} mcludes a decommissioning and sbandonment plan and a
decommissioning and abandonment fund that complies
with sections 232 and 233 of this Act;

(d} provides for the elimination of routine natural gas flaring;

() does mot relate to midstream petroleum operations that
woukl conflict with a licence already granted; snd

Matters relating to licence
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{11) The Authority 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 Autharity.

{12} An applicant that is not satisfied with the reasons given by the Authority for refusal
of an application may apply to the Fedzral High Court for a judicial review.

LEZ. (1) The Authority shall publish a notification of any application made for the grant of
a licence or renewal under this Part in a manner prescribed by a regulation under
this Act,

{2} Upon the publication of the notification of the spplication referred to under
subszction (1), interested parties may comment or make representations 1o the
Autlionity in respect ol e applicativn in sccordance with the time preseribed by
reguiation under this Act.

{3) Upon the grant or renewal of a licence, the Authority shall publish notificetion of
the grant or renewal in the form and manner prescribed by regulation under this
AcL

EL3. (1) The Authority shall make regulations and guidelines Tor the grant or renewal of
licence for midstream and downstream petrolewn operations.

{2} The Authority shzll in consulation with the Commission ansure the
implementation of the domestic crude oil supply obligation and domestic gas
delivery obligation.

(3} The Authority shall ensure third perty access to facilities and pipelines for
midetream and downstream petroleum operations where such facilities and
pipelines are aperated for the own sccount of the licensee and shall ensure open
nccess where the facilities and pipelines are operated by the licensee on an open
access basis.

(4) The Authenty shall encourage third party investment in facilities and pipelines for
midstream and downstream petrolewm operatiois.

(5] The Authority may make regulations on tariffs, which shall be consistent with the
tariff methodology set out in this Act.

(6} The Authority may make such other regulations consistent with the regulatory
functions of the Authority under section 32 of this Act.

Advertizement of licence
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(o) secure the approval of the Authority prior to undertaking
anything specificd in the licence or permit;

{d} comply with relevant industry codes, standards and market
rules;

{e) underake its activities subject to the prescribed tartffs or tanff
methodalogy;

(F} provide relevant information to the Authority;

{g) prepare and submit to the Autherity true, fair and sufficient
annual statements in such form, and particulars as the
Authority may require;

fh)} make available to the Authomty such books as mav be
requested by autherised officers of the Autharity;

(1) impose restricticns on the disposal of assets;

{j) adhere to undertakings made within a business plan submitied
as part of the application process;

(k) prepare and submit to the Authority such information and
periodical reports as the Authority may require;

(1) publish terms of access to its wansporfation or distribution
pipeline or petroleum liquids or gas transportation networks as
the case may be; end

(m) operate its licence or permit and related facilities, if any,
according to the standard of a reasonable and prudent operator,

(2) Thie durativn of a licence or permit shall be specified by regulations made under this
Act and the conditions applicabie to the licence or permit may cease to have effect
or be modified in accordance with terms specified in the licence or permit.

{3) A licence or permil of the smme class granted by the Authority, shall contain similar
conditions representing stendard conditions for that class and any difference in the
conditions in the licence or permit shall only be for good reasons, which shall be
published in the Federal Government Gazette.

4 Subject to this Act. the Authoriry shall have power 1o include special conditions
specific toa particular licence or peemit oF 0 a halder of the licence or permit.
peroat ifed thay the special conditions are Jesigned o meet specific Crcumstanges and
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{6 The Authority may provide that an activity be exclusive for all or part of the pericd

of the licence or permit fora —
(&) specific purpose;
(b} specified geographical area and route; or

(¢} eombination 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 Use Act in respect ol compensstion fur eequisition ul Land

for midstream and downstream petroleum operations.

{2) The Goveror of a State of which land is required for camrying out opzrations or

activities subject to a licence or permil way issue a verlifiele of vecupuncy ude
the Land Use Act in respect of the land and in accordance with existing state law,

116, A holder of & licence or permit shall not discriminste against customers, classes of
customers or their related undertakings in respect of access, tanfls, prices, conditions
or standards of service, except for justifiable and identifisble dilferences regarding
matiers such as guenlily, tunsmission distance, length of contract, load profile,

interruptible supply or other distinguishing features approved by the Autherity.

117. (1) A holder of a licence or permit shall not, without the prios written consent of the
Authority, assign or transfer its licence or permit or any right or obligation arising

froan the licence or permit.

(2) An spplication for assignment or transfer of & licence or permit shall be made o
the Authority, which may require the applicant to publish a notice of the application

in thes form, manner and time preseribed by regulation under this Act.

{1} The Authority shall, in the determinstion of whether a licence or permit is to be

assigned or fransferred, —
{a} follow the same procedure with appropriate modifications;
{b) apply the same rules and criteria;

(¢} consider the same issues as if the party to whom the licence
of permit is being assigned or transferred is applying for &
new licence or new permit; and

id) consider the representations made to it by third panies in
respecl of the application,

ey The Nphewts shall <aifjeed T stibras Datit 131 Coanmuame i o weilame . b v
o I .'I":-..1‘ e Bt e SRR i T L J g Gl <ol il

W
{ g e il E

wihakl

Comoenssilon for
acyusilion of land,

Cop. LS, LFM, 3004,

Cop. L5, LEN, 7004,

{ieneral pom-
discrimination

provisions,

Agsignmant or irensfer of
Eceace or ponmit




(5) Where the Authority does not epprove or refuse an application and fails to
communicate its decision to an applicant for the assignment or transfer of  licence
or permit within the prescribed time, the application shall be deemed to be approved.

(&) Wherethe Authority refuses the grant ofan application for an assignment or a transfer
of a licence or permit, it chall communicate to the applicant the reason for the refusal
and shall give reasonable time within which further representation mey be made by
the applicant or by a third party in respect of the appication.

{7) Wheza the Authority grant consent to an assignment or transfer of a licence or parmét,
it shall notify the applicant in writing, sobject to any condition it may consider
appropriate,

118, {1} The Authority may suspend or amend the conditions applicable to 2 leence or
permil of include additionat conditions subject to subsection (2).

(2} The Authority shall not suspend or amend any condition appliceble o a licence or
permit or include additionsl conditions 1o a licence ar permit unless it gives the
holder

{a)a written notice of its mlention and a draft copy of the proposed
suspension of amendment; and

(b} an opportunity to make & writicn submission to the Authority
within the time specified by regulation.

(3) The procedure for the suspension or amendment of a coadition in a licence or permit
shall be as prescribed by the Authority In a regulation wnder this Act

(4} A holder of a licence or permil who 15 dissatisfied with the decision of the Autbority

to suspend or amend & condition in a licence or permit may epply to the Federal
High Court against the decision.

119. (1} The holder of a licence or permit may. upon an application in the form, manner and
mesting any condition prescribed by the Authonty in a regulation made under this
Aat surrender the licence or permit, where —

(2} the licenced or permitted activity is no longer required;

(o) the licenced or permitted activity is not economically
Justifiable;

(&} another gualified person 15 willing and able to assume the
rights and obligations of the holder of the licence or permil
in awccirdance with the requirements and objectives of this
el and

Sunzsngion and
emendment of condilsons
in o licence ar permil

Samrender of leenoe o
permil.



relingquishment, decommissioning and abandonment of
installations ard reclamstion of land.

{2} A holder of the licence or permit who has commenced activities and has ongoing
aperations shall, except a shorter period is stipulated in the licence or permit, give the
Authority o minimum of 12 months' notice in writing of its intention to consc its
activities,

(3) The form end procedure to be followed in surrendering a licence or permit under
subsection (2) shall be as preseribed by regulation.

120. {1) Notwithstanding the provisions of Chapter 2 of this Act related to midstream and
downstrezm petroleum operations, a licence or perinit mey be revoked, where —

{a) the holder becomes imsolvent, bankrupt, en‘ers into an
agreement of compositien anth fs orediors or takes
advaniage of any enactment for the benefit of the debtors or
goes into liguidation, except as part of a scheme for an
arrangement or amalgamation;

{b) upon the transformation or dissclution 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;

() & kolder of a licence or permit fils to commence activity
within the timeframe prescribed in the licence or permit;

(d) the holder of a licence or permit fails to comply with
applicable laws and regulations on terms and conditeons of
its licence or permit;

(e} the holder interrupts midstream or dewnstream petroleum
operaticns for a period of more than |80 consecutive days
without justification az provided for in the licence or permit,
the scknowledgement of an event of force majeure, shall be
an acceptable justification for interruption;

{f) the holder assigns or transfers any interest in the licence or
permit without obining the prior written consent of the
Authority;

() the hoelder has acquired the licence or permit based on false
representation or contran to ¢orrupt practices and money
Lundering laws
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(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 holder fails to ebide by any expert delerminafion,

arbitration award or judgment arising from the dispute
resolution provisions sct forth in & licence or this Act.

(2) Subsection (1) (i) shall apply to a former public official or member of Government
only where the applicable interest was acquired while the public official wes in 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 Motice af defaull pries to
of this Act, the Authonity shall -— Tevaoation,

{a) serve a notice of default on the holder setting fosth in
reasonable detail the default of the holder; and

(k) give the holder 60 days within which t remedy the default.

(2) Whers the Authority is satisfied with the remedy of the holder under subsection (1)
{b), the revocation process shall terminate.

{3) Wherz, at the expiration of 60 days, the holder fails to remedy the defaull the licence
or permit shall be ferminated.

{4} A notice of default shall be —

{2) sent by the Autherity to the last known address of the holder
of licence or permit or its legal representative in Migeria, or

(b} published in the Federal Government Gazene or on the
wehsite of the Authority,

each of which shall constitute sufficiam notice to the kolder of licence or permit of
the notice of default.

{5} Revocation shall be without prejudice to any —
{a} liahilities whizh the holder mey have incurred; of

{1 claim. which the Authority, the Government or any third
party may inake against the holder of livenae or permil
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122. {1) The Awthority shall, in exercising its powers of commercial regulations, be guided ~ Tariil principles.
by the following principles in designmg a pricing framewark for fransportation,
distribution and processing petroleum tariffs —

{a) for transportation, distribution znd processing of petrofewum
slmll bz vt eosd=te Mective besis,

(b} charged shall permit a reasonable return for licenseas on their
investiments;

{c) shall not discriminate between customess with similar
characteristics under section 116 of this Act; and

{d) shall be determined in US Dallars or other foreign currency as
gpplicable with a view to aftracting forcign imvestment fo
midstream amd downsiream petroleum operations, provided
that payments of the tariffs may be made in the respective
foreign currency or equivalent value of Maire at the open
mariet rate published by the CBN as applicabie under the
regulations.

{2) The tarifl methodology for tandfs related (o new gas transportation pipelines; gas
distribution networks and facilities requining a gas processing licence shall include,
that —

{a) Lariffs shall be determined in US Dollars, but may be paid in
Maira, where the applicable exchange rate shall be based on
the Securities and Exchange Commission over the counter
markel mie or By SUcCEssar rale;

(b} the capital costs may be recovered in equal installments over
a period as determined by the Authority;

(o) the nfter 1ax 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 trensport pipeline or gas transport pipeline network and in
other justified cases, the Authority may approve that capital
costs be based on 10004 equity, otherwise a reasonable debi or
equity ratio shall apply:

le)where a debt or eguity ratio applies under paragraph (d) of this
suthacetion. the cost of amy interest and Baancing charpes <hall
b oo erod.



(g) fine losses and gas energy use shall be aken inte account;
(h} any applicable tex, levy and duty shall be recovered;

(i) where capital costs have been fully recovered, the tariff shall
ne longer include the items undes paragraphs (b), {c) and {d};
il ]

(1) tarifFs ghall be hased on the estimated thronghput as estimated
by the Authority, notwithstanding the capacity of the gac
transporiation pipeline, gas distribution network of processing
piant.

{3) The Austhority may by regulation modify or provide further detail on the provisions
of subsection (2) and estoblish more fzvorable tarifte for eredit worthy shippers
willing to commit to long term ship-or-pay agreements faciiitating the financing of
the respective pipelines or planis.

(4} The Authority may approve negotiated ariffs where one or mors wholesale
customers connect with a pipeling to a transportation network or transportation
pipeling ur in viher cases where justified in the opinion of the Authority.

123. (1) Tariffs charged by licensees for the use of any facility or infrastructure licenced by
the Authority for use in midstream and downstream petroleumn cperations shall be
sel according to one or more tarill methodologies adopted by the Autharily for a
particular set of licences, in conformity with the applicable fiscal regime; provided
that the tari ff methodologies shall —

{a) allow an operstor to recover reasonable cost incurred,
benchmarked egainst industry best practice and a reasonable
return on the capital invested in the business;

{b] ensure the efficiency of the business;
(] ensure the continued improverment of the quality of services;

(di avoid diserimination belween customers wilh similar
characteristics, such as similar size or similar consumption
profile under section 116 of this Act;

(¢} in case of distribution Heences, ensure efficient charges
relating to peiroleum product or natural gas supply covering
Acting. metering gnd other services:

e avekd eoonemic distortions and 2nsure 3 coampaiive marke)
foil Pl ~orbe aend slsaribgsts e s sty lovasin o w356 5 ark] fuatiae.
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(g) avoid cross-subsidies among different categories of
CONSLMErs,

{2) Tariffs may differentiate between credit worthy shippers willing to make long term
ship-or-pay agreements facilitating the firancing of the pipeline or plant and other
chippars or Usis.

{3) The Awhority shall, prior to establishing a tan {F methodology, initinte and conduct a
stakeholders” consultation in the manner specified in subsection (5) to consult
applicants, operators, consumers, prospective customers, consumers nssoc.ations,
associations of prospective customers and any other persons with interest in the
subject matter of the proposed tariff methodology.

(4) The Authority mey, in establishing u @il methudology, ke into consideralion the
submissions of the stakeholders” consultation referred to in sobsection (3).

(5} Prior toholding a stakeholders’ consultation referred to in subsection (3), the Authority

shalfl publish in at least two national newspapers with wide coverage and on itz
wehsile, notice of —

{a) the stakeholders' consuliation;

{b] its invitation to licensees and stakeholders to participate in the
stakeholders’ consultation;

(¢} the wvenve and pericd during which the stakeholders'
consultation is to be held,

{d} the nature of the matter to which the stakeholders” consultation
relates;

(e} the matters wpon which the Authority would reguire
submissions;

{f) the form in which licensees and stakeholders 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'
consulmtion, which shall not be less than 21 days; and

(h] the address or addresses to which the submissions may be sent.

6] Motw thstanding the requirements under subsection (1), the Authority may. duoe to the
exipenss of the circumstances, establish g 1anft methodelopy withowt conducting a
sTabehidders’ monsuliatmm, swhooe i constders i neeessary o Jo s
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{B) The Authority shall fix & date for which the determined wniff methodelogy shall come
into effect and shall cause the notice of the commencemnent date to be published in at
least o national newspapers with wide covernge and its website

(%) Whera the Authority considors it nocessary that an axisting tariff methodology or tariff
should be amended, the Authority shall conducr a stakeholders’ consultation on the
proposed amendmant in accordance with subsections (4) and (3).

(107 A person under obligmion to set tarifs shall be bound by operative tacifl
methodology adopted through the methed prescribed in this section.

{11} A holder of a licence engaged in the sale of petroleum products 1o retail customers
or who is subject to third party access or open sccess obligations under this Act, shall

display nt its office a current copy of the tariffs applicable to the services provided by
the holder.

(123 A holder of a licence shall not pass the costs of any fine or penalty incurved under
this Act or any other law to a consomer.

; . ) . . : - Appraval and publication
124. (1) A licensee subject to fariff regulation by the authority shall H"E:"_Ea__g RE Dy

{a} propose tariffs for the approval of the Authority pricr 10 the
applicgtion of the charges;

(b) mmpose tariffs m accordance with the approval referred to
under paragraph (a); and

{c) publish the tariffs as required by the Auwthority in 2 manner that
ensures Lhat the customers of the licensees are able to identify
and caloulate the charges for which they will become liable.

{2) The Authority shall, within 24 months after the effective date, review, confirm or
modify all applicable 1arifTs including for licences under sections |25 (6) and |74
(6) of this Act.

PART IV — ADMINISTRATION OF MIDSTREAM AND DOWNSTREAM GAS
OPERATIONS

125, {1} Except in accardance with an appropriate licence issued by the Authority, a person :ﬂlﬂlﬂ o
shall not undertake the following ectivities with respect to midstrenm and o' o BVsre
downstream gas operalions - epératicns,

(2} establish. comstrect or operate 2 facility for the processing of

rarural ous;
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{d) engage in bulk transportation of natural gus by rail, barge or
other means of transportation;

(¢) operate a gas transportation network;

(f) establish, construct or operaie a terminal, jetty, or other
facility for the export or impornation of natural gas;

(g} engage in wholesale gas supply; or

(h} engage in the construction or operation of petrochemical or
fertiliser plants.

(2} Except in accordance with an appropriae licence issued by the Autherity, & person
shall not undertake the following activities with respect te downstream gas aperations

(a) retail trading, distribotion or sapplies of natural gas;

(b} establishment, canstruction or operation of a gas distribution
nerwork; or

{c) establishment, construction or operation of a facility for the
supply or trading of natural gas.

(3) The Authority may, by reguiation, prescribe additional activities to be undertaken only
on the basis of & licencs or permot and shall have power to issue licences or permiis
for the activities in accordance with this Act,

{4} Where a person engages in any of the activities set out in subsection (1), (2) or (3)
without a licence or permit, the Authority shali —

[a} zeal the premises where the activity 15 underaken;

(b) saize the factlitics by which the activities were underizken;

{£) confiscate and dispose of equipment or materials employed
by the person in the activity in a meanner peescribed by
regulations under this Act;

{d) impose penalties as prescribed by regulations under this Act;
or

o] impese am combination of the provisions under parspraphs
tah dhe g0 amd ddy,



(&) one year or to 2 fine prescribed by regulation, in the case of an
activity requiring & licence; or

(b} six months or to a fine prescribed by regulation, in the case of
an eetivity requiring a permitl.

(6) A holder of a subsisting lease, licence or permit who is engaged in activities in
midstream or downstregm gas operations prior to the effective date shall, within 18
months from the effective date, apply to the Authority for, and the Authority may issee
the appropsiate licence or permit, where applicable.

(T) 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 a decision,

(&) Where any peron, in applying for a licence 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 licenses or permit holder on the basis of
the false or misleading information,

126, In addition 1o any matter provided under section 113 of this Act, the Autharity may
issue regulations with respect to midstream and downstream gas operations, which
shall include —

() the establishment and operation of a wholesale naural gas
market scheme to ensure continuity of supply of nawral gas to
customers, which will apply to the owners and operators of gas
tmnsportation pipelines, shippers of natural gas, holders of
naturel gas storage and distribution licences and gas retailers;
and

(b} matters ancillary 1o or consequential on the activities set out in
paragraph {a).

127. Subject to applicable law and the terms and conditions prescribed by the Authority, a
licensee or permit holder is entitled to rights of way for the laying, operation and
maintenance of pipelines, communication lines and other similar lines through or across
the areas the licensee or permit holder may require for canrying on midsiream or
downstream gas operations under the licence or permil.

| 74, The Auwthoriny may for the purpose of efficiencs. preserve in sccordance with
applivable faw, rights of way, easements or sther rights over any surface o seabed areas
subject G 2n esising lieence o permit. which may be necessany Ty the laving.
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129. (1) Subject to sections |11 and 125 of this Act, the Authority may upon approval of an
application and payment of prescribed fees, grant and lssue a qualified person a gas
processing licence, which shail permit the person to install and operate the following
facilities, on fts own account or on the hasis of open access for cusiomers as

stipulated in the licence, —

{a) gas conditioning plants, 1o condition natural ges removing
€02, H2S or other impurities,

{b) gas processing plants, to produce ethane, propane, butnne,
other natural gas liquids and marketable natural gas;

{) s Lo Bieguicly plants:
(d) liquefied natural gas (LNG) plams;
(€) ethane extraction plants; and

{f) other plants, which in the opinion of the Auathority, require a
gas processing licence,

{2} The Authority shall, in considering an application for a ges processing licence, take
into account the economic case for the specific facility as provided under

subssction (1), including the potential demand for its use.

130. The helder of & gas processing licence shall undertake the activities contemplated by
the licence in @ manner that complies with the following general obligations —

{&) to constriect, operate and maintain iis gas processing equipment
and facilities in an economical, sefe, reliable and
environmentally sustainable manner,

(b} shut down i1 facilities in emergencies and in order to cerry out
malmenance or in sccordance with curteilment directives issued
by the Authosity;

{c} manage its facilitics as a respengible and prudent operator;

{d) avoid any act or omission that may aiTect the compatibility of the
processing facility with any natural gas fecility or network that
is likely to peejudice the public interest or the integrity of
AEiw O OPEralions;

e kopertte the Lwilnies in o manner tha pesults i onpan of progdus

T L] -:"..""' 1t L 1|:-|-E|rr|-||.'|_l|..||'||_ rll-l.l\. '||_.I||- Wil

Civat of 1 gas processing
[T

Cieneral dutles of the
hoécer of a gas
processig licence,




{0 1w operare i1s facilities subject 10 opén access commitments as
stipulated m the licence or where the licence is lssusd for
operalions on s awn account, provide third parly access in an
equeitable manner;

(g} treat all customers in 2 non-diseriminatory manner ender section
116 of this Act, where the licence 18 issued on an open socess
basizs; end

(b} abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

131, A gas processing licence shall, in addition to the conditions that may be impased by  Coadilion: mplicable lo
the Autherity under scetisn 114 of this Act, be deemed to be grantod subjoct to the W0 prvsslog litenc:
candition that —

(a} the holder shall not process natural gas on ils own account,
where the licence i5 issued on an open access basis;

(b} a licensee operating on its own account, being an affiliate of a
lessee, may own, or the affiliate may own, the natural gas in
4 gas conditioning plani or gas processing plamt for the
purpose of conditioning or processing natural gas from the
fields under lease with the affilizie, subject to such third party
access provisions as may be included in the licence;

{c) a licensee operating om its own account, who is also n
wholesale customer or a holder of a gas distributer licence,
may own the naturnl gas in a gas processing plant, ethane
gxtraction plant or other plant requiring o gas processing
licence, where the principal user of the natural gas 15 the
whalesale customer or gas distributor, subiect to amy third
party access provisions as may be included in the licence;

{d} the holder shall conduct its licenced activities safely and
reliably in compliance with any law in force and any
prescribed heslth and safety regulations, standards and
operating procedures made under this or any other Act;

(&) the holder shall have regard o the effect of its licenced
activitics on the environment and comply with the
requirements for environmental protection, management and
restoration under this Act and any law in force: and

(51 the kholder hall mark. mamntaim and secure the honndaries of
s facilties and associdied infrastruciuee constructed  under
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132, (1) Subject o sections 111 and 125 of this Act, the Authority may upon approvel of an
applioation and payment of prescribed fees, grant and issue a qualified person & bulk
gas storage licence authorising the holder to undertake the bulk storage of natural
gne sither fior its own account or nn hehalf of customers as stipulated in the licence.

{2y The Authority shall, in considesing an applivution [ o bulk gas stoage leeoo,
take into account the economic case for & bulk gas sterage facility, including the
potential demand for its use.

133. The holder of a bulk gas storage licence shall underiake the activities contemplated by
the licenes in 2 manner that complies with the following general obligations —

(a) establish and make available ta the public at its offices, the —

(1) procedure and terms for obtaining third party access
or throughput scrviccs on an open nccess basis, and

{it) method of response to the reguest for its services;

(k) construct, operate and mainiain its facilities n a safe,
economical, relizble, and environmentally sustaineble
manner taking into account any strategic plans omulsted by
the Authority;

{¢) shut down s facilities in emergencies and in order to carry
put maintenence or in response to curtailment directives
issued by the Authority;

{d) where the licensee operates for its own account, grant to third
parties the right to use or have aceess to capscity within its
facilities for the purpose of ensuring competitive gas supply;

(e) consult with and obtain from the Authority writien
permission prior to any modification of technical and
operational rule of praclice concemning the operation of its
facilities;

() conduct its licenced activities in & non-discriminatory manner
under section | 16 of this Act, where the licence iz issued an
an open access basis,

{g) manage its facilities as @ reasonable and prudent operator;

and

{1 abstain from sclivities, which in the opindon oF e Authorin
s present, restrict o disiort compatition
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(a} & licensee operatmg on its own account, being an affiliate of a
lessee, may own, or the aifiliate may own, the natural gas in the
bulk storage facilities for the purpose of storing natural gas
from the fields of the affifiate, subject o such thind party sooees
provisions as may be included in the licence;

ib) a licensee operating on its own &ccount, who is also 8 wholesale
customer or holder of & gas distributor licenpce, may own the
nakural gas in the bulk storage facilities, where the principal user
of the nofural gns is the wholesale customer or gas distributor,

sibject to any thind party access provisions as may be included
in the licence;

(c) the holder conduct its licenced activities safely and reliably in
compliance with any law in force and prescribed health and
safety regulations issucd under this or any other Act;

{d) the holder have regurd to the effect of its licenced activities on
the environment and comply with the requirements for
environmentel protection, manzgement, and restoration under
this Act and any law in force; and

{e) the holder mark, maintain and secure the boundaries of its
facitities and associmted infrastructure constructed under the
terms of its licence and any law in force,

133. (1) Subject to sections 111 and 125 of this Act, the Authority may upon approval of an
application and payment of presoribed fees, grant and issue a qualified persan a gas
transporiation pipeline licence with the exclusive right 1o own, construet, eperale
amd mafntain & gas transporation pipeline within a route as defined in the Heence
for 118 own account with third party access provisions or as common corrier 8s
stipulatéd in the licence.

{2) The Authority shall, in considering ar application for a gas transportation pipeline
licenee, take into account the economic cese for a ges trensportation pipeline,
including the potential demand for its use.

|36, The holder of a transportation pipeline licence shall undertake the activities
contemplated by the licence in a manner that complies with the fllowing general
obligations —

(&) establish and make available to the public at itz offices, the —

(i} procedure for obtaining and lerminating transmission and
intereomneciion sendoes for natural gas, on 2 thind part
s OF el docess asis s derermined in the lieence
ated pablah thse s cstabli<hes] By the Seabeaims aral
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(k) comstruct, operate and maintain is gas transportation pipeling in !
8 mfe, economical, and reliable manner taking into socount any
sirategic plans formulated by the Authority;

{c}) mest on a reasonable endeaveurs basis reguests for transportation
above contractual volumes;

(d) shut down its pas wansportation pipeline in emergencies and in
order to carry oul mainenance or in response Lo curtailment
directives issued by the Authoriny;

{e) provide aceess on a non-discriminatory basis under section 116 .
of this Act, whers the licence is granted on 8 common camier
basis;

if} eonsult with and obfmin from the Auwthority written permission
prior to any modification of technical and opemational rule of
practice concerning the operation of its pipeline;

(@) mansge ils gas transporiation pipeline as 2 ressonable 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 pipeline in comjunction with the natural gas
shipping community and where applicable comply with the
relevant network code;

(i) where the pipeline is operated for its own accounl, operate its
facilities subject fo third party acoess obligations under this Act
and regulations preseribed by the Authority; and

(i} abstain from activities, which in the opinion of the Authority may
przvent, restrict or distort competiton.

137. A gas transportation pipcline licence shall, in addition to the conditions that may be Condians speiicaiie t
imposad by the Authority under section | 14 of this Act, be deemed to be granted subject 350, FFE0"
to the condition that —

(a) the holder shall not supply natural gas o cusiomess on its own
account where the licence is granted on a common carrier basis;

() a licensee operating on Its own aczount, who is an affiliate of a
lessee, may own. or the affiliate may own, the natural gas in a gas
traneportation pipeline. for the porpose of

Lot fine marketable nowaal cas prosliaed oo fichl
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{ii) transporting natural gas to a plant for conditioning or
processing natural gas from fields under lease with an
affiliate,

subject to third party access provisions as may be incladed in the

lcenca;

{c) a lizensee operating on its own account, who it also a wholesale
cugtomer or holder of a gas distributor licence, may own the
natural gas in a pas trensportation pipeline, where it 15 the
principal user of the natural ges, subject to any third party access
provisions as may be included in the licence;

{d} a licens=e operating on its own account, who is also a holder ol 4
whaolesale gas supply licence, may own the natural gas in a gas
transportation pipeline. for the purpose of connecting a lesses or
wholesale customer to or from & gas transporiation network or
gas transportation pipeline, subject to such third party access
provisicns as may be included in the licence;

(e} the holder shall conduct its licenced activities safely and reliably
in compliance with uny law in force and 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 the environment and comply with the requirements of
environmental protection, management and restoration under this
Act and any law in force;

(g} the bolder shall mark, muintain and seeure the boundaries of the
pipelines and associated infrastructure constructed under the
terms of its licence and any law in force;

(h) a pipeline transporing un-processed gas to a gas processing plant
or gas conditioning plant shall require & gas transportation
pipeline licence and the Commission shall -

(1} determine and advise the Authority on the characteristics
of the gas o be transported, and

{ii} cooperaste with the Authority in determining possible
third party eccess to the pipeline; and

i) the gas transporiation pipeline may. with the approval of the
futhoris . be in owhole or in parl. o how-pressune pipeline ot the
P ool the fieonyee
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gas transponation network operator licence authorising the conduct of activities
specified in the licence, which shall include —-

{a! conveyance of natural ges through the gss transponstion
network on an open sccess basis;

{1} balancing the inpuis and off mkes from the gas transportation
network;

{o) providing mocess to shippers based on the gas network code
under section 160 of this Act to the gas transportation :
network; and

{d) chargmg for the use of the gas transportation network based
on tariffs established by the Authority,

{2y The Authority shall grant only ane gas transportation netwark operstor licence within
a geographically defined area to a single network cperator, provided that the
Authority may at its discretion, issue licences to other parties for the operaticn of
isolated or dedicated gas transportation pipelines and for connecting to the gas
transportation netwaork

139, The gas transportation network operator shall exercise the rights and obligations Generl dutes u,l;;“ﬁ
imposed on it in & manner that complies with the following general obligations —  opowlion

(a) establish and make available to the public at its offices, the —

{i) procedure, terms and conditions for obtaining and
terminating sccess and interconnection services to the
transportation network, and

(if) method of response to the request for its service;

{b) operate an efficient and economical gas transportation network
for the safe and relisble conveyance of natural gas in such a
manner that is designed to meet all reasonable demands for
natural gas transportation;

(¢} operste a nomination and balancing mechenism and an
equitable curtailment of natural gas fransporation whenever
technical or operational expediencies requires;

{d] consult with and obtain from the Authority written permission
prior to amy medification of technical and operational rule of
praciice concerning the operation of it5 gas ransporiation
Mol irh



eollaboration with the Authority, natural gas shippers, all
licensees and permit holders operating essential infrastructure,

{f) ensure equitable and transparent secess to the mmnsportation
network,

(g) manage the gas transportation network as a reascnable 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 wholesale customers for connection to and
operation of the gas transportation netwark,

140). Subject 1o this Act, the Authority may grant the following special powers or authority Fowmola
o & gas transportation network operator 10 facilitate the conduct of its licenced activities o - e

{a) the power o request for and obtain from the relevant shippers,
information required to operate the nominations and balancing
mechanism, to operate the network or o facilitate competition;

() the right to recover on the basis of an invoice, expenses reasonably
incurred in underaking s licenced setivities, subject to any
restrictions or conditions imposed by the Authority with respect to
bath the level and structure of its charges; and

{¢) 1o purchase natural gas for its own operations for purposes such as
testing and commissioning of facilities, compressicn and line fill,
but shall not supply natural gas to customers on 115 own account.

141. {1)In acdition to the conditions as may be imposed by the Authority under section [14  Covdltioes agplicabls to
of this Act, a transportation network cperatar licence may include an obligation (o S 5% =P
develop market rules in accordance with this Act.

(2) A gas Iransportation network operator may be an owner of any or all of a gas
transportation pipelines in a gas transportation network.

(3) Where a third pany is the owner of a gas transportation pipeline in a gas
transportation network, the owner shall be paid the tariffs determined by the
Authority for non-cperating owners of the pipelines by the gas transportation
petwork OpCTanor,

(41 A s transpeertution nerwork cperatos shall not misuse it monopaly position in the
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142. (1) Subject to sections 111 and 123 of this Act, the Authority may upon approval of an - Grntof'a wholisale gas
application and payment of prescribed fees, grant and issue 2 wholesale gas supply  *PFY feene
lcence to a qualified person.

(23 A company who is a lessee produciag natural ges is & qualified person for the
purpose of subsection (1) and shall be entitled b apply (v s be issued with o
wholesale gas supply licence by the Authority,

(3} A wholesale gas supply licence authorises the supplier to —

{a) purchase natural gas directly from any bessee or third party;
|

{b) sell &nd deliver wholesale gas to wholesale customers and gas
distributors at any location in Migerna.

143, A wholesale gas supplier shall undertake the activities contemplated by the wholesale  Generl dutles of

gas supply licence in a manner that complies with the following general obligations, ™eire s supplien
1 —

{a) provide a reliable supply of wholesals gas 1o wholesale
customers who have entered im0 & gas purchase end sale
agreement with the supplier; and

(b} abstain from actvities, 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 Wights of s whekcasle gua

applier,
powers ar anthority to a wholesale gas supplier to facilitate the conduet of its leenced
activities, the right to —

() terminate wholesale gas supply 1o a wholesele custemer in the
event of non-payment, following a notice period;

(b} recover from & customer, on the basis of an involce and subject
o any conditions imposed by the Authority on the level and
structure of a licensee's charges and cosis reasonably incurred
m the supply of wholesale gas, including the cost of natural pas
imcurred by the supplier, the cost of transportation of natural
gas; and

(¢} 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 castomers and
fo reros e the meters,
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(&) requesting security or applying & credit scoring methodology
approved by the Autherity in deciding whether supply iz
ecanaimical:

ib} supplying marketable natural gas to a wholesale customer
with whom the supplier has entered into a gas purchase and
sale agreement and who in order to connect to B gas
wansportation network or gas transpartation pipeling is
willing and able to —

{i) pay for the connection,

(i)} construct ils own gas transportation pipeline under
section 137 () of this Act, or

(iii) pay lhe respective talT W the supplicr for the gas
transportation pipeline owned by the supplier,

subject to safety and network eapacity constraints;

(¢} conducting its licenced activities safely and reliably in
compliance with any lew in forcs and prescribed health and
safery regulations issved under this or any other Act; and

(d) complying with customer protection measures in
accordance with sections 164, 165 and 166 of this Act.

{2} A whalesale gas supplier shall undertake its licenced activities in o manner that
complics with the conditions of the licence.

146. (1) Subject to sections 111 and 125 of this Act, the Anthority may upon approval of :?f-ﬂﬂfmﬂﬂ B supply
an application and payment of prescribed fees, grant and issue a gualified persona "
redail gas supply licence authorising the holder to —

(a) sell or retail compressed or liquefied marketable natural gas o
customers based on being a wholesale customer or third party
access to gas distribution systems of gas distributors; and

(b} establish, constriet and operate fecilities to deliver compressed
netural gas and small scale facilities for LNG, not requiring a
gas processing Gicence, for transportation by truck, rgilear or
maring vessel to customers in compressed or liguefied form,
ncluding customers using LNG as marine bunker fuel,

120 A compand whe s o lessee producing natural gas isa qualified person for the purpose
b stbsection 11 andd sl hecntitled Gy appls fvn ond be issued stk g retad gas
amply e b e Sodlwediis
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{a) purchase marketable natural gas directly from a lessee, whaolesale
gas supplicr or third party on a free market basis; and

{h) zell and deliver compressed or LNG to customers at any location
in Migeria on a free market basis.

147. In addition to conditions the Authority may impese under section 114 of this Act or Cenel duties of gas
that may be prescribed by regulation, 2 retail gas supply licerce shall be deemed to be '
granted subject to the duty of the holder to —

{a) develop and maintain & safe, efficient, relizble and economical
service for the retailing of marketable nature! gas;

(b} earry on its business in 2 manner that shall promote competition
and avoid manopaoly in the netural gas market in Migeria;

{c) construct, operale and maintain its gas compression and
liquefaction facilities in a safe, economical, and reliable manner
taking into account any strategic plans formulated by the
Authority;

(d) shui duwn ils ges compression end liquefaction facilities in
emergencies in order to carry oul maintenance of respond fo
curtailment directives issued by the Authority;

(&) conduct its activitics in a safe and reliable standard in compliance
with prescribed environmental, health and safety-related
regulations issued under this or any other Act;

(f) publish the prices to be charged and to be paid by & person w©
whom the gas retailer sells naturz] gas in a manrer 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 this Act

148. (1} Subject to sections 111 and 125 of this Act or regulations made under this Act, the Gt of g disiribution
Authority may upon eppraval of an application and payment of prescribed fees, e
grant and issue a qualified person gas distribution licence with rights to establish,
construct, and operate a gas distribution system and o disiribute and sell its natural
gas without discrimination (o consumers in a local distribution zone.

(2) Metwithstanding the rights of a gas retailer under this Act, the holder of a gas
distribution licence shall he entitled to sell natural gas fo customers that are not
whoslesale custommers.
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(4) The geographical limit of a local distrioution zone shall be defined fn the relevant
gas distribution Keence,

(5) The rights and dutics under a gas distribastion licence shall be exclusive to the gas
distributor for the validity period of the distribution licence.

(6) A gas distribution licence may -

{a) include provisions for providing third party access to the gas
distribution petwork 1o o gas retailer or gas distributor on i
own initiative; and

{b)permit access to a gas retailer to the gas distribution network
under terms and conditions agreed to by the parties.

(7) Subject to subseciion (6}, the gas distributor shall own the marketable natural gas
in the gas distribution network,

149, A gas distributor shall undertake the activities contempiated by the gas distribution
licence in a manner that complies with the following general obligations, to -

{a) develop, operate and mainiain an economical gas distribution
network for the safe and reliable conveyance of natural gas;

(b} ensure a reliable and efficient distribution of natural gas to
customers on request, provided that it is economical to do so;

() distribute snd seil natural gas on request to a customer who 15
willing and sble to pay for conmection 1o the gas distribution
network, subject to safety and network capacity constraints;

{dy conduct licenced sctivities safely and reliably in compliance
with any law in force and any health and safety-related
regulations issued by the Authority under this or any other Act;

(e} connect all customers within its local distribuiion zone in
accordance with regulations if sconomically practicable to do
50,

() offer and publish terms and conditions of access ta ils gas
distribution network as required end publish gas prices
applicable to different classes of customers, whizh have been
approved by the Authority,

f s csmply with customer protection messures sel vulin selinns
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any amendments as a result of economic or social
developments in the zone for the consideration and approval
of the Authority; and

(i} asstain from aciivities, which in the opinion of the Authority
may prevent, restrict or distorn competilioie

150. Subjeet to the provisions of this Act, the Authority may. in order o facilitate the R@ﬂﬁﬂhnﬂ
conduct of its licenced activitics, grant the gas distributor the right to—

(@) enter a premises foc the purpose of reading the meters, testing and
maintaining metering equipment, disconnecting customers and
to remove its metens; and

(b) recover, on the basis of an Invoice, costs reasonably incurred in
the provision of appropriate infrastructure, subject i any
conditions imposed by the Awthority to both the level and
structure of a distributor's charge, provided that reasonably
incurred costs shall include any amount peid to the Authority a5
a licence fee.

151. In addition to conditions the Authority may impose under section 114 of this Act or  Cencitions ayplicable to
that may be prescribed by regulation, a distribution licence shall be desmed to be g st ion, Homng:
granted subject to the distributor —

{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 its licenced activities on the
environment and complying with the requirements for
environmental protection, management, and restoration under
this Act and any faw in force; and

{c) marking, maintaining and securing the boundaries of the
distribution  pipelines constructed or  other  distribution
infrastructure as prescribed.

152, A gas distributor shall consult stakeholders on the proposed distribution development -‘m‘ﬂ‘ﬁﬂﬂﬂ for gus
plan and any amendments within its local distribution zone and consider all o
representations received.

153_ (1) Subject to sections 111 and 125 of this Act, the Authority may upon approval of an Dﬂmmtlrg pa
application and payment of preseribed fees. grant and issue a guatified person o “PEEEND licence
somigslic gas .11:_E_{Epa.lin-l'l lieeiint

i Phes Jhamgpn e o the Bl gas AgeTeral s Nienad il ey oriir 4 -r"_'".'-..i b

L 1 R & Ll b pg agnd (R T e T




(3) The domestic gas aggragation licence may be renewed by the Authority for further
period of two vears in each instance until the attaivment of liquidity in the domestic
gas market pursuent to the criteria of section 167 (3) of this Act, whereupon gas

aggregation shall ccase and the domestic gas aggrogation 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 agerecator and the feas shall be peid by the producer clients and
custoiner clients in order to ensure self-fAnancing of the domestic gas aggregator.

154, The domestic gas aggregater shall — Funeiues of the demestle
il gas aggregaioe.
{a) support the implementation of the domestic gas delivery
obligation;

k) implement a natural gas management model, through which
the demand and supply of natural gas for use in the stretegic
gactors shall ba monitored;

{c) operate a nomination and balancing mechanism for equitable
curtailment of natural gas deliveries in cooperation with the
Autharity, whenever demand and supply expediencies require;

{d) ensure transparency of dealing between natural gas suppliers
and wholesabe customers of the strategic sectors;

ie} conduct [is operations in & business-like and transparent

manner and shall not engage in any anti-competitive behaviour
and practices;

(f) abstein from activities, which in the opinion of the Authority
may prevent, restrict ar distort com petition;

() establish an escrow account into which customer clients shall
coniribute their payments for the marketable natural gas
received and from which the domestic gas aggregstor shall pay
the producer clients for their supplies of natural gas under this
Act; and

{h) do other things as are necessary or incidental to the caryving
out of its functions and duties under this Act.

155. (1) The domestic gas aggregator shall be & not-for-profit company limited by guarantee  Fstablishment of the
established under the Companies and Allied Matters Act. ARl
L I B ST R e
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parties, such as licensees of gas transportation pipelines and gas transportation
networks.

156, The domestic gas aggregator shall issue a gas purchase order 1o & producer olient where
& customer client requires n specific volume of marketable natural gas, which is
included in the domestic gas demond requirement under section 173 of this Act,
pravided, however, that where the producer ¢lient and customer client have entered into
a gas purchase and sale agreement, the domestic gas delivery obligation shall be dealt
with pursuant to such agreement which may continse to use the escrow account
mechinism as provided for under soction 154 (g) of this Act and where such agreement
is concluded under section 110 (2) of this Act, there shall be no further invelvement of
the aggregator.

157, The gas purchase order under section 156 of this Act and the escrow mechanism of
under 154 (g} of this Act shall be based on the prices for marketable natural gas
established by the Authority ender section 167 of this AcL.

158. (1) The Authority shall, following consultations with interested stakeholders, issue
reguations —

{a) defining the class or classes of customers that shall constitute
eligible wholesale customers under this Act, and

(b} specifiving the qualifiing eriteria for the classification:

Provided that the regulations may be amended from time 1o time to facilitate the
introduction of competition in supply and any amendment of the regulations
resulting in & change of the class of customers shall not affect the rights and
obligations of partics under natural gas supply contracts entered into prior (o 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 this Act.

159, {1} The Authority shall develop arrargements for the safe and efficient trading of
wholesale gas, where it determines that there is need for formal arrangements Tor
the tradmng of wholessle gas.

{2} The Authority shall, where required, make regulations under subsection (1) for the
trading and settlement of wholesale gas in consultation with industry participants
and interested stakeholders.

160. {1} The operation of » gas transportation network shall ke in accordance with the
existing network code issued by the Govermment,

i 20 e Authority s on coasabtativm with stabhehiobders in midstream and diow nsiream
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{3) The Authority shall make copies of the gas network code available to inferested
partics upon payment of prescribed fees.
Acoess velaed

161. (1} A person shall be permitted access to an open access gas transportation pipeline o
a pas transportation network for the purpose of having marketable natural gus mﬂ,: i m’;’:u
transpuried o points of consumplion subject o compliance with the proseribed  cponlices.
terms and conditions for access stated in the gas nefwork code.

{2) The gas network code shall set out standard terms end conditions for connection
to, intercohnection with access and use of the gas transportation network,

(3) Where a gas transportation pipeline is isolated from the main gas transportation
network, the Authority shall develop separate terms of access for the isolated gas
transporlstion pipeling.

(4} The Authority may develop special terms for third party access toa gas distribution

netwark.
162 (1) Where open access applies, open access to the gas transportation pipeline or gas Conditions for b
transportation network shall be — Eﬂ*““qiﬂ;:i acEEs
aperatons,

() provided on a non-discriminatory basis between sysiom users
with similar characteristics under scotion 116 of this Act;

(k) provided in respect of any available cepacity, where the
capacity is not subject to a prévious contractual commitment,
(¢} provided in accordance with and govemed by the terms und
conditions of the network code approved by the Authority,
where applicable;
{d) provided on the condition that the applicant for access is or
becomes a party to and undertakes to comply with the
applicable network code; and

(2) subject to the pricing principles set out in seetion 170 of this
Act.
{2} Connection apreements may be entersd into between —
{2} gus transporistion pipeline owners and gas transportation
netwark aperator;

() a gas disteibutor and the gas transportation network operator,
where 3 wgs distribuiion network conmecis 1o the main
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163, The Authority may mediate in disputes in respect of third party access Dispubes in relation 10

et

164. (1) The Authority may, to protect the interests of customers, issue regulations requiring  Cusiamer ardiection,
suppliers, gas distributors and petroleum product distributors to —

{a) publish their terme of supply or distribution including taniiTs,
gther than for negotiated tariffs under section 122 {4) of this
Act;

(b} establish or to fecilitate the establishment of a forum at which
customers are able to express their views and raise concems;

() 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 sel
penalties, pursuant to regulations, for failure to comply;

{d) prepare and submii reports to the Authority, at least on an
snnual basis, indicating their performance levels end status of
their operations in respect of licenced activities at such times
as the Autherity may by regulation or in their respective
licences prescribe; and

() develop and adhere 1o customer service codes, seiting out the
practices and procedures 1o be followed in the conduct of
specified licenced activities, which may include —

(i} the installation, testing, maintenance and reading of
meters,

{ii} fault repairs and response 10 CUSIOMET EMETZENCIES,
(1§} the connection and disconnection of customers,

{iv) responding to customer complaints and complaint
resolution,

{(v) Billing snd invoicing,
{vi) the extension of payment and credit facilities,

(vii) the provision of information to customers and the use
and protection of customer information. and

iviiie  the edablishment ol specinl services for
covitemmncal iy or sl Jisady antiged L ostomgrs




{3} The custamer service codes shall be made available 1o all cuztomers upon request
and published on the website of the Authority,

{4} The Authority shall notify or by regulation require licensees to notify customers of
the cuslomer service codes thal shall be sdhured 1o by Beenseos,

{5) The Authority shall, in developing customer protection regulations, —

{a) consult with suppliers, gas distwributors, petroleum produce
distributors and interested stakehotders; and

(b} take into account existing procedures, practices and standards
fsssed by the Federal Competition annd Consumer Protection
Commissian,

165, The Authority shall, al its discretion and at such time or times as it deems gppropriate, Frovision of sendoe to
designate distributors of last resont and suppliers of last resort to provide services o “50
custemers —

{a) where an existing gas distributor for a local distribution zone, &
petroleum product distributor or a supplier becomes insolvent,
is unable to provide licenced services or has had ils licence
suspended or revoled,

{b) where the gas distributor for a local distribution zone or supplier
refuses or fails to fulfil the terme of its licence to distribute or
supply natural gas or petroleum product to customers, and

(e} 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 as disiributor or supplier of last resort shall be recoverable through
appropriate charging arrangemeants agreed with the Authority.

166. Where the designation of a supplier or distributor of last resort requires the transfer of  Trmsfes af cusieman,
customers from one licenses to another, the Authority shall prepare, or require the
applicahle supplier or distributor of last reson to prepare —

(a} procedures 1o sscure the effective transfer of cuswomers: and

(b} & statement of any costs ressonably incurred in underiaking
the transfer. which if approved by the Authority. shall be
recoverable threuh regulaEed charges
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{2} The Authority shall cantinue to determine the prices referred to under subsection
(13, if in its opinion, the control of prices for natural gas for the strategic sector is
requirad.

(3) The price contro! wnd e correspamding role of the dumestc gas aggregatur shall
not be required, where the —

{a) entire domestic gas demand requicement under section 173 (2)
is covered by ceniracts under sections 110 (2) and 173 (3) of
this Ac or

() domestic market for natural gas is lurgely characterised by free
market based comtracting for natural gas between willing
buvers and 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
saction 168 shall no longer be applicable and the criteria
under this subsection may include that certain classes of
wholesale customers, but not all, of the strategic sectors will
no longer be subject to price controls as part of an angoing
process towards full free markel conditions.

{4) The apgregate pas price for a month shall be the price calculated hased on the
procedures established by the domestic gas aggregator on the basie of the prices
determined by the Authority under subsection (13,

{5} The price of marketable natural gas applicable to the power sscior shall be the
domestic base price at the marketable natural gas delivery point.

(6) The price of marketable natural pas applicable to the commercial sector shall be the

domestic basa price st the marketable nateral gas delivery point plus US $0.50 per
MM B,

(7) Gas distributors shall not be part of the strategic sectors and shall negotiate the supply
and pricing of their natural gas directly, provided that the applicable price for gas
distributors for the marketahle namural gas at the marketable gas delivery point shall
not exceed that of the commercial sector under subsection ().

{8) Where applicable, whalesale gas suppliers, the wholesale 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 1o the facilities of the
wholesale customers.

(95 The wholesale gas suppliers. wholessle customers of the strategic seclors and gas
distributiors <hali. for the purpose of transportation, heve the piom L -

¥ o : LR L Ve P ] i IL Vi




(b) obtain & gas transportation licence in order o transport their
natural gas connecting fo the gas transportation network,
another existing gas transportation pipeline or directly 1o a
marketable natural gas delivery point.

(10) Each poducer el shall, for any wnitly, ieceive low Uie esciow sucount ol e
domestic gas aggregator an amount that is equal to the aggregate gas price
multiplied tv the customer client velume 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 gas price for the gas
based industries shall be determined by the pricing principles specified in the Fourth
Schedule 1o this Act,

{2} The floor price for the gas based indusries shall be US $0.90 per MMBtu.

{3) The ceiling price shall be the domestic base price applicable for amy particular year,

{4) The prices determined in the Fourth Schedule to this Act shall be prices at the
marketable gas delivery point from where transpart costs need to be added for
delivery to the respective gas based industries.

(5) The Authonty may by regulation adjust the price mechanism to add other gas based
indusfries in line with market realities

169, (1) Where the Authority determines that —
(&) a particular licenced activity is a monopoly service,

{h) competition has not yet developed in the market to such an
extent as to profect the interests of customers, or

(&) a particular licensee s o domingni provider,

the Authority shall regulate the prices charged by licensees in respect of the
potivities, i a manner consistent with 1= functions under this Act and with the
pricing principles set out in section 170 of this Act.

{2} The Authonty shall undertake periodic pricing methodology reviews, provided that
the pricing methodology review shall not affect arangements entered into or
approvals given for the development of a gas infrastructure or utilisation project prior
to the effective date.

(3) The Authority shall consule with licensees. industry ranticipants and stakeholders
before undertaking a pricing review o establishing a methadalogs for repulating

prives and revenacs carmed by Bicensees providing monapedy o dominant services.
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{a} marketable natumal gas prices shall be disaggregated into the
component elements of the supply chain including the costs of
wholesale gas, tariffs for gas processing, tariffs for
transportation pipelines for natural gas, distribution and supply;

{b) the prices charged for each licenced activity sha!l reflect the
costs incurred in the efficient provision of that activity;

i(c) prices charged shall permit a ressonable retum for licenseas
on their investments: and

{d} prices zhall not discriminate betwesn customers with similar
characteristics, such as similar size or ¢ similar consumption

profile.
171. The Authority may issue regulations imposing public service obligations on licensees Pevfic service abligations
in relation to matters including — relaied to poticy ianes.
(&) security of supply;

{b) economic development and the achievement of wider
economic policy objectives;

(€} environmental protection; and
{d) health and safety.

172, (1) The Authority shall, by regulation, provide for the recovery ol any additional costs  Publie ervee levy.
incurred in complying with the public service obligations through a public service
levy, which may be imposed on customers, provided that it would, in the opinion
of the authority, be in the wider public interest,

{2} The amount 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),

173. {1} The Authority shall, prior to the st of March of each calendar year, determine the Domestic g

domestic gas demand requirement and inform the Commission of this requirement, T

(Z) Suhject to subsection (3), the domestic gas demand requirement shall be the total

amount of marketable natural gas required for all wholesale customers of the
strafesio seclors.

P20 Bach wholesale customer of the strategiv seviors shall bave the right G nessiiae =
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Cdsle e £ s noF hige o g PR T E D st s cpre apBra i e Yo sle eempprireenenis, o sl



(a} Authority that there 5 no need o be a customer client of the
domestic ges aggregator; and

{b) Commission of the lessees from which the requircd marketable
natural gas has been ohinined.

PART V — ADMINISTRATION OF MIDSTREAM AND DOWNSTREAM
PETROLEUM LIQUIDS OPERATIONS

174. {1) Except in accordunce with an appropriate licence issued by the Authurity, a person ‘r‘[#"“""':;““"‘i,“"‘-"ﬁ .
shall not undertuke the following activities with respect to midstream petroleum | <oe for meitseam
liquids operations — peirolcnm gelds

ppermions,
(a) establish, construct or operate & tenmingl or other facility for the

export or importation of crude oil or petroleum produces;
(b} establish, construct or operate a crude oil refinery;

{c) establish, construct or operate a pipeline for the bulk
transpartation of petrolenm fiquids;

{d) engage in bulk transportation of petroleum liquids by mail, barge
or other means within Migeria;

{e) establish, construct or operate a facility for the bulk storage of
petroleurn liquids;

{f) establish, construct or operate & petroleum liguids tansportation
netwaork;

{g) engage in the bulk sale of petrolenm liquids; or
(W) undertuke 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 undedake the following activities with respeet 1o downstream
petroleum products operations —

(n) construct or opersiz any facilicy for the distribution or sale of
petroleum products to retail customers;

(k) establish. construct or operafe a depot for the storage of
petrolewm prosdueis: or
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(3) The Authority may, by regulation, preseribe sdditional activities o be undertaken
only on the basis of a licence or permit and shall have power to issue licences or
permits for the activities in accordance with this Act

{4) Where a person engages in any of the ectivities set out in subssction (1), (2) or (3)
without a licence or peomil, the Authorily shall —

{a) seal the premises where the activity is undertaken;

() distminile and seize the facilities by which the activities weie
undertaken;

{c) confiscate equipment or materials emplayed by the person in
such activity; or

(d) impoge penalties as prescribed by regulatdons under this Act.

{5) Motwithstanding amy provision of this Act, a person who engages in any of the
activitics set out in subsection (13, (2) ar (3) without & licence or permit, commits an
offence and is liable on conviction to imprisonment for a term of —

{a) ome vear or to & Tine prescribed by regulation, in the case of an
activity requiring a licence; or

{b) six months or to a fine prescribed by regulation, in the case of
an activity requiring a permit.

{6} A halder of & subsisting lease, licence or permil who is engaged in activities in
midstream or downstream petroleum liquids operations prior to the efective date
shall, within 18 months from the effective date, apply 10 the Autharity for, and the
Authaority 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 wpplication and given a
decision.

(8) Where any person, in applying for a licence or permit, knowingly makes a false or
misleading statement, the Authority may —

(8) suspend or revoke the licence or permit; or

(b} impose a fine oo the licensee or permit holder on the basis of
the false or misleading information.

i Ciade handling agrésnenis and 4nh other gdrediments dnteng pirles endercdd it
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175,

176,

177,

178,

In addition to any matter provided under section 113 of this Act, the Autherity may

issue regulations with respect to midstream and downstream petroleum liquids
operations, which shall include —

(a) the establishment and operation of a wholesale market, 10
ensure the contiruity of supply of petrolesm products to
customers, that will apply to the owners and operators of crude
oil refineries, transportation pipelines and other facilities or
vessels for the bulk transportation of petroleumn liquids, bulk
storage facilities for petroleum liquids and terminals and
sutlets for retail trading of petroleum products; and

{b) matters ancillary to or consequertial on the sctivities set out
in paragraph (a)

Subject 10 applicable law und the terms and conditions prescribed by the suthority, »
licensee or permit holder is entitled to rights of way for the iaying, operation and
maintenence of petroleum liquids transportation pipefines, communication lines,
power lings and other similar lines through or across the areas the licensee or permit
holder may require for carrying on midstream or downstream petrolewm liquids
operations under the licence or permit.

The Authority may for the purpose of efficiency, preserve rights of way, essements or
nther rights nver any surfacs or seabed areas subjest to A existing licenee or penmit,
which may be necessary for the laying, operation and maintenance of petroleum liquids
transporation 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 a licence or permiL.

(1) The Authority may in consultation with licensees and other stakeholders with
respect to midstream petroleum liquids operations, develop & network code
governing the terms of access into facilities and nfrastructure used in midstream
petroleum liquids operations.

{2) The network code may include the following matters —

{a) a connection and interconnection policy, standard terms for
conmection to an open access peireleurn liquids transportation
pipeline or petroleum liquids transportation network and a
statement of the connection charging methodology;

{b} & mechanism by which users reserve capacity in facilities and
infrastructure and at any time there s a greater demand for
access than available capacity, @ mechanism for allocating
sapaciny habwoch users.
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thming and flow-rate of injections into and withdrawals from
the petrolewm liguids transportation network;

(e} the structure of charges and the applicable tariffe charged for
using the petroleum liguids transportation network;

() the balancing of crude oil, condansates or petroleumn products
being conveyed;

(2] registration arrangarnants,

(k) metering, allocation and selflement arangements;

(i) governance arrangemeants; and

(i) the mointenance of a register of customers and suppliers.

(3) The petroleurn liquids midstream netwark code shall be published on the website of
the Authority and physical copies shall be made available 1o interested persons on
payment of a prescribed fee.

179. (1} Subject to section 162 of this Act, any person licenced under the provisions of this  Thed pety sccess
Act to supply petroleum liquids shall be permitied third party access o facilitics r‘:]m‘“w
and infrastnzcture used for midsiream pefroléum operation by ownets, operaling  figsds sportions.
on their own sccount, of such facilitics and infrastruchure —

(2] In the manner prescribed by this Act, the regulations, codes and
other guidelines issued by the Authority under this Act; and

(b) an commercially viable terms based on a cost reflective pricing
methadology

{2} The Authority may mediate in disputes related to third party access.

180. (1) Where open access applies, open aceess to the facilities and infrastructure used with Comditions for the

respect to midstream petraleum lquids operations shall be — m‘;“im“;“

‘ lguids operntions
(a) undertuken on & non-discriminatory basis berween system
users with similar characteristics under section 116 of this Act,

(b) provided in respect of any available capacity, where the
capacity is not subject to a previous contractuzl commitment,

{¢) provided in accordance with snd govemned by the terms and
conditions of the netwerk code approsed by the Authorn.
where applicable.
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{e) subject to the pricing principles set out in szetion 207 of this
Agt:

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 af this Act relating to open sccess.
{2) The Authority may mediate in disputes in respect of apen access.
181. The Authority shall

{2} establish, administer and ensure the storage and distribution of
the national sirategic stocks of petroleum products in accordance
with reguiations issued by the Authority;

(b} determine and publish the amourt to be cherged a5 a levy for
the financing of the national strategic stocks, which shall form
part of the retail price of each petroleum prodoct, such levy to
be determined as a percentage of the retail price and be deducted
on wholesale basis; and

(c} designate, in consultation with the appropriate authorities and
national security agencies, the strategic locations across the
country where the national strategic stocks shall be distributed
and maintained.

182. The Authority shall ensure that all companies with a licence for the bulk storage of
petroleum products granted under section 187 of this Act maintain cperating 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 a prescribed fee by a qualified person, the Minister
inay, on the recommendation of the Asthority, grant and issue to that person a crude

oil refining licence which shall permit the licensee to —

(a) procure, comstruct, install and operate facilities to process
crude oil on its own account into derivative chemicals and
petraleum products; and

i} sell such chemicals and petroleum products at the exil of the
refinery,

{7} In considering an application for a crude oil refining licence. the Aathority shall take
inh‘l daviuanl e evoiie e wiisae 1':‘#' d Trl-ll'llﬂ'f:l. iﬂl“h:l{llll-':r Ihf E'Hitll."n.l-ﬁﬁ. I.Em"d ﬁ:"r I.'I.'-
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(o) 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 o carry
out maintenance or in accordance with curtailment directives
issued by the Authority;

() manage its facilitics as a reasoneble and prudent operator;

{d} avoid eny act or omission that rmay affect the compatibility of
the refinery with any facility or network that is likely to
prejudice the public interest or the integrity of network
cperations;

{e) produce petroleumn products to o quality suiteble for the
transportation syslem as specified in the licence;

{f) produce petroleum products to a guality suitable for use in
sccordance to the specifications approved by the Authority;

(g) treat all customers in a nen-discriminatory manner under
section 116 of this Act; and

(B abstein from sctivitics, which i the opinion of the Authority
may prevent, restrict or distort competition.

185. A erude oil refiner shall have the right of aceess o facilities, including harbours,
jetties, peroleum bulk storage, transportation facilities and pumping installations in
aceardance with the open access or third party access requiremenis and the tariff
methodnlogy approved hy the Authority

186. In addition to conditions as may be imposed by the Authority under section 114 of this
Act, a crude oil refining licence shall be d=emed 1o be gramted subject o the conditions
that the holder shall —

{2} conduct s licenced activities safely und reliably in compliance
with any law in force and prescribed health and safety related
regulations, standards and operating procedures issued under
this Act;

{b) have regard to the effect of s licenced activities on the
envirenment and complying with the requirements for
eavironmental profection. manag=ment and restoration under
ihis At
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{d) comply with any conditions precedent or other conditions as the
Authority may prescribe by regulation.

PBT. (1) Subject to sections 111 and 174 of thiz Act, the Authority moy upon appraval of an
application and payment of prescribed fees, grant and issue a gualified perzon hulk
petraleum liquids storage licence authorizing the holder 1o undertake the buik storage
of petroleum liquids whether for its own account or en behalf of customers as
provided for in the licence.

{21 In considering an application for & Sulk petroleum liquids storage [cence, the
Authority shall take intc account the economic case for bulk storage Pacility,
meluding the potential demand for it= use.

| 8¥. Ihe holder of & bulk petroleum higuids storage licence shali undertake the activities
contemplated by the licence in a manner that best complies with the following eeneral
obligatians, 1o

{a) establish and make available to the public &t its offices, the —

(i} procedurz for oldaining third party access or open
access, as provided for in the licence, throughput and
ferminating its services, and

(1) method of reaponse to the request for ifs service;

(b} procure, construct, instail, operaie and maintain its facilities in
a safe, economical, reliable and environmentally friendly
manrer taking into account any strategic plans formulated by
the Authority;

(c) shut down its facifities in emergencies and in order to carry
out maintenance or in response to curtailment dirsctives issued
by the Authority;

{d] grant third party access to use or have gccess to spare capacity
within its facilities for the purpose of ensuring competitive
supply of crude oil and petroleom products, whers 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 operstion of its facilities:

i) conduct its licenced activities in & non-discTiminatory manner
betw cen all clarses of customers under section |56 ofthis Ac.
where the licenee s Bor bulk storage Bor custmmers and s
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{h) ebstain from activities, which in the cpinion of the Authority
may prevent, réstrict or distort competition,

1#9. In addition to conditions as may be imposed by the Authority under section |14 of this  Conditions appllcabis i

Act, a bulk petroleum liquids storage licence shall be deemed 1o be granted subject to

the conditions that the holder shall —

(1) where the licence is opcrated for the own sccount of the
licensee, the licensee may own the petroleum liquids contained
in the storage and where the licence is operated on an open
access basis the licensee shall not own the petroleum liguids;

{b) conduct its licenced activities safely and reliably iz compliance
with any law in torce and prescribed health and safiety related
regulations issued under this Act;

{c) have regard to the effect of its licenced activities on the
environment and complying with the requirements [or
environmental protection, management and restoration under
this Act; and

() murk, maintain end sceurs the boundaries of its facilities and
associated infrastructure constructed under the terms of its
licence and any law in force.

194, {1} Subject to sections 111 and 174 of this Act, the Authority may upon approval of an
application and payment of prescribed fiees, grant and issue a qualified persona -
petroleum liguids transportation pipeling licence with the exclusive right 10 own,
construct, operate snd maintain & fransportation pipeline for the bulk transportation
of petroleun liquids within & rowte as defined in the licence for its own sccount
with third party access provisions or as common carrier as stipulated in the licence.

(23 In considering an application for a petroleum liquids transportation pipeline
licence, the Autharity shall take inte sceount the economic case for a petrofeum
liquids transponstion pipeline including the potential demand for its use,

191, The holder of a petroleum liquids transportation pipeling licence shall undertake the
activities contemplated by the licence in a mamner that best complies with the

following peneral obligations —
(8) establish and make available to the public at its offices, the —

(i) procedure for obtaining and terminating transmission
and interoonnection services. and
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taking into account any strategic plans formulaied by the
Authority;

{c) manage supply shartfalls and meet on a reasonable endeavours
basis requests for transportation above contractual volumes;

(d) shut down its petrofeum liguids transportation pipeline in
emergencies and in order (o carry out MAIMENANGS OF (N FESPonse
to curtailment directives issued by the Authority;

(&} provide access on a non-discriminatory basis under section 116
of this Act, where the licence is granted on & common carnier
basis and provide for third party sccess pursuant to the licence
conditions where the transportahion pipehine 15 operuted for the
own account of the licensee;

(f) consult with the Authority and obtain written permission prior
to- any modification of technical and operational rules of practice
concerning the operation of its pipeline;

() manage its transportation pipeline as a reasonable and prudent
opensor; und

(h) ahstain from activities, which in the opinion of the Authority
may prevent, restrict or distort competition.

192. In addition to conditions a5 may be imposed by the Authority under section 114 of this Creaditians applicable so
Act, 8 transportation pipeline licence shall be deemed © be granted subject v e  pesroleum i qaids
conditions that the holder shail —-

{a) not own petroleum liguids in the pipeline, where the Licence is
issued on a common carrier basis;

(b)) where the holder is a licensee operating on its own account, who
is & company which i an affiliate of a company that is a lesses,
the licensee may own, ar the affiliste may own, the petroleum
liquids in a petrolemn liquids transportation pipeline for the
purpose of removing petroleum liquids from the lease;

(¢) where the holder is a company that also holds a licence 1o be a
wholesale petrolzum liguids supplier, operating on its own
sccount, may own the petroleum liquids in a petroleum liquids
transporiation pipeline, for the purpose of connecting 1o a lessee
or wholesale customer lo or from a petroleum  figuids
ransporation network or petraleum liguids  transporiation
pipeline subject o third pary access provisions as may be
wniy Frandedd oo Wl Dot e




may own the petroleum liguids in & petroleum liguids
transportation pipeline, where the principal user of the
transportation pipeline is the petroleum product distributor,
subject to third party access provisions as may be includad in the
licence;

{e) where the holder is a company that also holds a lzence to be a
wholesale petroleum liguids supplier, operating on its own
account, may own the petroleum liquids in a petroleum liguids
transpartation pipeling, for the pumpose of connocting to & loasce
or wholesale customer 1o or from & petrolzum  liguids
transporiation network or petreleum liguids transportation
pipeline, subject to third party access provisions as may be
included in the licence;

{[) conduct ils icenced aotivities safcly and roliably in compliance
with any law in force and prescribed health and safety related
repulations issued under this Act;

(g) have regard to the effect of its licenced activities on the
environment and comply with the requiremenis for
environmenial protection, management, and restoration pnder
this Act; 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 this Act, the Authority may upon approval of an  Grant of s petrobeesn
epplication and payment of prescribed fees, grant and issue a qualified person a Huulh1m|'r?ﬁ
petroleum liquids transportation network opesator licence authorising the conduct
of activitics specified in the licence, which shall include —

(a) conveyance of petroleum liquids through the trangporiation
network;

{b) balancing the inputs and off takes from the wransportation
network;

(¢} providing open access to the tansportation network: and
(d) cherging for the use of the transportation network.
(2} The Authority shall grant only one petreleum liquids transportation network aperator
hcence tor specitied potralenm lguids within a geouraphically defined area o a single

retwath operator, prinided that the authorits max. an its discresion, isstie Tieemees o
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194, The petroleum liquids transportation network operator shell exercise the rights and  Ceoral duties of s
abligations imposed on it in & manner that best complies with the following geners] Femiem 90
obligations — gptrator.

(a} establish and make available to the public al its offices, the —

() procedure, terms and conditions for obtaining and
terminating access snd nlerconnection services Lo the
transporiation network, and

[ii} method of response 1o the request for its service;

() eperate an efficient and economical transportation nebwork for
the safe and reliable conveyance of specified petroleum liquids
in & manner that is designed to meet &il reasonable demands for
the specified petrolewm liguids;

(¢) operate & nomination and balancing mechanism and an
equitable curtzilment of transporiation whenever technical or
operational expediencies requires;

(d) consult with the Authority and obtain written permission prior
to any modification of technical and operational rales of practice
concerning the operation of its transportation networlk;

(€} ensure the development and operation of a network code and
termis for access into the transportation network in collaboration
with the Authonty, shippers, licensees and permit holders
operaling essential infrastructure;

() ensure equitable and transparem: open access, suhject to the
provisions of section 116, to the transporiation network in
accordance with the network code:

(g) manage the transportation network as a reasonable and prudent
uperator;

{h) abstain from activities, which in the opinion of the Authority
may prevent, restrict or distort competition; and

(i) enter into agreements with transportetion pipeline owners,
cistributars and wholesale customers for connection to, and
operation of, the transportation netwark,

195, Sebject fo this Ack the Authority may grant the Bellow ing special powers or authority e oG parsdaam
5 et ; T . g pifut
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(@) the power w0 request and obtain from shippers information
required to aperate the nominations and baluncing mechanism
@ operate the network or to facilimte competition;

{b) the right 1 recover, on the basis of an Invoice, expenses
reasonably incurred in underiaking fis licenced activities,
subject to any conditions imposed by the Authority with respect
to the level and structire of its charges; and

{c) to purchase petrolcum liquids for fts own operations for
purposes such as testing and commissioning of facilites,
compression purposes end line fill.

1494, {1} In addition to such conditions as may be imposed by the Authority under section  Coaditions 'l-_‘ﬂ"ﬁ" i
114 of this Act, a petroleum liquids transportation network operator licence may mﬂqﬁm
include &n obligation to develop morket rules in accordance with the provisions of  apeater licence.
this Act,

(2) A perrolenm liquids transportation network operator may be owner of any or all of
the petroleum liguids transportation pipelines in the petroleum liquids transportation
metwork.

{3} Where third parties are owners of certain petroleum liquids transportation pipelines
in the petroleum liquids tramsportation network, the owners shall be paid by
petroleum liquids transportation network operator the tariffs determined for non-
operating owners of the pipelines.

(4) A petroleum liguids transportation network operator shall not misuse ite monopoly
position in the geographical area to charge franchise or other access charges for
providing access to the petroleum liguids transport network other than the charges
specifically permitted under thiz Act and its regulations.

197. (1) Subject to sections 111 and 174 of this Act, the Authority may upon approval of  Grant of o wholessle
an application and payment of prescribed fees, grant and issue a qualified person s e i
wholesale petroleum liguids supply Ecence.

{2) A company that is a Jess=e producing crude oil or condensates or both or is a holder
of a crude oil refining licence is a qualified person for the purpose of subsection (1)
and shall be entitled 1o apply for and be issued a wholesale petroleum liguids supply
licence by the Authority.

{3) A wholesale petroféum liguids supply licence authorizses the supplier to sell and
deliver petroteum liquids to bulk customers in Wigeria or for export,

198 A whalesale perrolenm liguids supplier shall andertske the activities contemplised by Demeral duties «f 2
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(b} abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

199, Subject to this Act, the Authority may grant the following specific powers or autharity  Righs of ‘I_""*"mﬁ“"
to the holder of a whalesale petroleum liquids supply licence to facilitete the conduct W "
of its licenced activities, the right o —

(2) 1erminate wholesale supply Lo & customer in the event of non-
pavment, following a notice period as prescribed by regulation;

(b} recover from a customer, on the basis of an invoice and subject
to sny conditions imposed by the Authority on the level and
structure of & licensee's charges and costs reasonably incurred in
the supply of petrolenm liquids, provided that the sale of
petraleum liquids o customers by the wholesale petroleum
liguids supplicr shall be subject to the provisions of this Chapter;
and

(<) enter a premises, in accordance with a metering code issued by
the Autherity, for the purpose of reading the meters, testing,
maimaining metering equipment, disconnecting customens and
to remove melers

200. (1) In addition to conditions as may be imposed by the Authority under section 114 of mfﬁﬁwﬁ?bk to
this Act, a wholesale setroleum liquids supply licence shall be deemed to be granted ;m' "“'Hmﬁ'ﬁ“ g
subject to the supplier —

(a) ensuring 2 reliable and efficient supply of petrolewn liguids 1o
customers on request, provided that it is economically feasible;

{b} supplying petroleam liquids on request to & customer who 18
willing and able to pev for connection to the transportation
network of transpenation pipeline, subject (o salfety and
network capacity constraints; and

(¢) comducting 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 nuthority under this or any other Act.

(23 A wholesale petrolenm liquids supplier shall undertake fts licenced activities in a
manner that best complies with the covenants and conditions of the licence and with
customer profection measures approved by the Authority.

M Subject e sections 1T and 174 of this AdL the Aubiorts mar upon appeeval of an frsd & i b
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202, In additien to conditions the Authority may impose under section |14 of this Act or
that may be prescribed by regulation, a petroleum product distribution licence shall be
deemed to be granted subject to the duty of the holder ta —

(&) develop and maintain a safe, efficient, reliable and economical
service for the distribution of petreleum products (o individual
customers and petroleum product retailers;

(b} carry on its business in a manner that will promote competition
and avoid monopoly in the retail supply of petroleum products
in Migeria;

{c) conduct its licenced activities safely and reliably in compliance
with any law in force and prescribed environmental, bealth and
safery regulntions isswed under this or any other Act;

{d) publizh the prices to be charged and 1o be paid by & person o
whom the distributor selis petroleum products in 8 manner to
ensure adequate publicity wnless the Authorty prescribes
otherwise;

(2} avoid undue preference or discriminate as between persons or
any class of persons in establishing prices; and

(f) comply with customer protection measures approved by the
Autherity.

203. (1) Subjzct to sections 111 and 174 of this Act, the Authority may upon approval of an
epplication and payment of prescribed fees, grant and issuc a qualified person a
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petroleum product refail liconce authorising the halder to establish, construct and  and distriburion of

operate a facility to be employed for retail sale of petroleun products.

{2} The Authority shall issue guidelines in respect of the process for the esteblishment,
construction and operation of facilities to be employed by petrolewn product reteilers
for redail sale of petroleum products.

204, (1) Subject to sections 111 and 174 of this Act, the Authority may upon approval of an
application and payment of prescribed fees, grant and issue a qualified person o
petrochemicals production licence authorising the holder to establish, construct and
aperate a facility for the production of petrochemicals and sell the perrochemicals

produced.

(7} The Authority shall issue guidelines in respect of petrochemicals production
bt es
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(2) Where the Authority determines that & particular Jicenced activity 15 a monopoly
servics or a service by an excessively dominant supplier, the Autherity shall have
the power to regulate the tariffs and prices charged by the respective licensee in
respeet of the activilies in o menner consistent with the Authority's duties under this
Act and with the pricing principies set out in section 207 of this Act.

206. (1) The helder of a wholesale petroleum liquids supply licence and a wholesale Wiaukesale prices for
customer shall, subject o the provisions of this Chapter, negotiate the wholesale Poo™ FONe
prices directly between the parties on an arm's length basis, provided that the
trunsfer price shall be transparent and refiect the transfer price between the parties.

(2) The Autharity shall have power to monitor bulk sale of petroleum products and
may publish market-based prices in order 1o ensure that the transactions are
undertaken in a manner that transfer pricing between the supplier and the wholesale
customer are undertzken at a transparent arm's length basis.

{3} The supplier shell, within 14 days of the consummation of a transaction relating to
the bulk sale of petroleum products, provide the Authority with infonmation
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 ot which the product is sold.

{4} A supplier who knowingly provides information, which is false or misleading with
respeet 0 the information required in suhsection (3) is liahle to a fine stipnlated by
the Authority in regulations.

207, Where under section 205 (2) of this Act, the Authority regulates the tarifis and prices ﬂﬂﬁl pricesples in
of a licensee, the Autherity shall allow the seller ta recover reasonably and prudently w‘;‘;;‘“ —
incurred costs, including a reasonable return on the capital invested in the business.

208, Licenszes shall publish prices as requirad by the Authority in a manner that ensures  puniieatin of prices
that the customers are able to identify and calculate the extent of cherges for which
they wall become liable.

PART VI — OTHER MATTERS RELATED TO MIDSTREAM AND DOWNSTREAM
OPERATIONS

209. The Authority may issue regulations imposing public service obligations on licensees  pafic service
or & class of licensees in relation to the maimtenance of strategic stock for which the abligaicos.
Authority shall approve a tarliT to be paid by the consumers.

210. The Authority shall, subject to the provisions of the Federal Competition and Consumer  Competition snd masices
Protection Act, have the responsibility to — e o
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{c} monitor market behaviowr including the development and
maintenance of competitive markets;

(d} arrest situations of abuse of dominant power and restrictive
busingss practices;

(e} assess whether the petroleum industry is operating efficiently
or the existing market arrangements may constituie barmiers to
entry into the market for new market participants;

(F) determine whether there is any anti-competitive activity being
carvied on and exarcise its powers under this section to pravent
the continuance of the activity; and

(g} determine any pre-conditions and any transitional
grangements required for any services to be offered
competitively.

211. (1) Subject to the provisions of the Federal Competition and Consumer Proweciion Act, Power 'a prevent astj-
the Authority shall have the responsibility to prevent anti-competitive behaviouy 0T besvios.
with respect 1o midstream and dewnstream petroleum operations and may ke any  AciMe 1, 2008,
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 operate in midstream
and downsirean petroleum operalions —

(1) has the purpose or cffect of substantially lessening
competition in any segment of the midstream and
demwmstream petrolenm operations,

{ii} may likely result in anti-competitive or discriminatory
conduct, including an unlawful exercise of market power
that may prevent customers from obtaining the benefits
ol a propesly [unctioning and competilive market,

(i1i) may amount to practices which reflect an apparent or
probable effect of erippling, excleding or deterring the
entry of another person into midstream and downstream
petroleum operations; or

{iv) may likely be indicative of an abuse of dominant
position in respect of the provision of any service:

thi comsider fivw st to prevent o miliguie abuse of markel powet
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{c) where, in the opinien of the Authcrity there is or may be, anti-
competitive behaviour and in particular an abuse of marke:
power, the Authority shall -

{i) isqee "cease and desist" orders a8 may be required,

(i} require and compe! the disclosure of information from
licensees,

(1ii) undertake inquiries and mvestigations, and

{iv) levy fines prescribed by regulshions issued by the
Authority, which shall not exceed 5% of the annual
wrnover of the company for the preceding year,

(2) Natwithetanding the provisions of this section, where the Authority deems it to be
in national interest or necessary 1o preserve or promots the benefits of a functional
and effective competitive market, the Authority may, on the application by a
licensee or ather person with the ability to influence the price of petroleum preducts,

{a} give written approval to the application upon sich terms and
conditions and impose other requirements as it may deem
appropriate; and

(b} issue directions 1o prevent of mitigate any conduct that shall
or is likely to lead to the unlawful ecxercise of muket power
that will prevent customers from obtaining the benefits of a
properly functioning and competitive market.

{3} The Authority may at any time withdraw an approvel granted under subsection (2)
upen such terms and conditions as it may desm appropriate,

212. {1} The Authority may require the holder of a licence 1o maintain separation in
management, accounting or legal entities of its licenced or permitted activilies,
which may prohibit the holder of the licence from directly holding licences of
another tvpe.

(2) Licenced activities between o holder of a licence and an affiliate shall be undertaken
in & manner that the transfer pricing between both entities is undenaken on a
transparent arm's length basis and in & manner thet reflects the pricing principles
contained in sections 170 and 207 of this Act

135 A holder of a lvenee shiall nod. woithoat the pober wnitidn corsent of 1he Aurhorin
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213. A helder of a licence or permit shall not discriminate between customers of classes of ::;ﬂmwﬂm
customers or their related undertakings or network users in respect of access, tariffs, "%
prices, conditions or standards of service ander section 116 of this Act,

a - I 5 et Copsidengions far
214. In the exercise of its powers under this Chapter, the Authority may consider ez Iﬂ'ﬁ

Aulbensly's powers
(2) the relevant economic market;

{b) global trends in the relavant economic market;

(e} the effect on the number of competitors in the market and their
respective market shares;

{d} the effcet of barriers 1o entry inte the merket;
(&) the effoct of any activity on the range of services in the market:

() *he effect of the conduct on the cost and profit structures in the
market;

(g} the ability of any independent lcensee or operttor to make
price or tanff 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 prohibited under this ]‘Wﬁmﬂﬂ;_
Chapter hias been or is likely to be undsrtaken by any person, the Authority may — 7
{a) serve a notice on the person, specifying the act or activity and
its intention 1o issue a "cease and desist™ order;

(b} direct the persen to whom the notice is issued to do or not lo
do, the specified sct or activity; and

{c) specity the time {rame for compliznce with the natice.

{2) Where the person to whom the notice or directive issued under subsection (1) fails
1o comply, the Authority may issue a "cease and desist" order,

(3) The Authority may levy a fine not exceeding 3% of the annual termover 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 VIl — COMMON PROVISIONS FOR UPSTREAM, MIDSTREAM AND
DHORNSTREAM PETROLELM OPERATIONS
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{2) The siakeholders 1o be consulted for any particular regulation shall be lessees,
licenszes and permit holders that may be impacted by the regulations and such other
persons that may be interested in the subject matter of the proposed regulation.

i3} The Authority or Commission, as the case may be, may, in finalising any regulation
under this section, take intc considsration any submission made during the
stakeholders' consultation under subsection (1)

{4} Prior 1o holding the stakeholders' consultation under subsection (1), the Commission
or Auhority, as the cese may be, shall publish in ul least two mmtionul rewspapers
with wide coverage ard on its website, notice of —

(2} the stakeholders' consultation;

{b} its invitation 1o lessees, licensess, permit holdess and other
stakeholders 1o participate in the siakeholders’ consultation;

{c} the venue and period doring which the stakeholders'
consultation is 1o be held;

{d]) the nature of the matter to which the stakeholders’ consuliation
relates;

{e] the matters upon which the Commission or Authority, as the
case may be, would require submissions;

() the form in which stakeholders are to make submissions on the
subject matter of the stakeholders' consultation;

{g) the period of nolice for the commencement of the stakeholders’
consultation. which shall not be less than 21 days; and

{h) the address or addresses to which the submissions may be sent.

{ 5) Notwithstanding the provisions of subsection (1), the Cemmission or Authornity may,
in national interest and exigency of the siuation, issue a regulation withouot
conducting a stakeholdars' consultation,

(6) A regulation made under subsection (%) 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 subsaction (3).

(7} The Commission or Authority, as the zase may be, shall fix & date upon which the
confirmed regulation under subsection (6) shall come into effect and cause the notice
of that commencement date 1 be published in a1 least two national newspapers with
wide coneraee and on s website,
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may be, may publish a notice in a maaner as it considers appropriate to draw the licences or pennile where
attention of ather parsons affected or likely to be affected by the contravention or R appeecy.
threatened contravention of the ease, ficence or permit —

(a) specifving the actual or potential contravention;
(1) directing the holder to do or not 1o do, the things specified;
{¢) specifying the remedy and the timeframe for compliznee; and

{d) notifying the holder of the lease, licence or permit of its
intention to issue an enforcement order.

{23 The holder of the lease, licence or penmit and any other interested pasty shall be
entitled 10 make reprosentations against or in support of a notice published under
subseciion (1) on a date specificd in the notice.

(3) Where a hoider of the lease, licence or permit fails to comply with a notice published
under subsection (1), the Commission or Authority, as the case may be, may is5uE
an enforcement order.

(4) The Commission or Authority may not issue an snforcement order il the hioldes of
the lease, licence or permit —

(a} is able to demonstrate to its satisfaction that it s not
confravening or about to contravene a condition of a lease,
licenee or permit, or

{b) has ceased 1o contravene a condition of the leass, licence or
permit:
Provided that where the earlier contravention wes deliberate, the Commission or

Authority, ag the case may be, may, a1 its discretion, impose a penalty as prescribed
by regulation.

{5) A holder of a lease, licence or permit who fails to comply with the enforcement order
under this section, contravenes the provisions of this Act and is liable as follows, the

(a) Commission shall revoke the permit or recommend to the
Minisier to suspend or revoke the licence or lease;

(b} Authority shall revoke the permit or recommend 1o the Minister
to suspend or revoke the lease, licence: or

t b U oo of Authiorits, as the case miay b, shall impose and
caher penate prescrihed by regu ke 46




(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 petrolewm operations, Whers
there hus been & contravention of this Act or any regulation,

(8) Subject to any other provisions in this Act, any dispute between a lessee, licensee or
permtit holder and the Commission or the Authority chall be settled by the Federl
High Court.

218. A porsum engaged in petroleum operations, which require a lease, licence or permit by
the Commission or Authority under this Act, shall register its undertaking with the
Commission or Authority, as the case may be and provide information concerning the
sctivities of the undertakings as may be prescribed in reguiations.

219, {1) The Commission and Authority shall establish, maintain and make publicly
availahle, & register of leases, licences, peimits and authorisations, imsicd, revoked,
suspended, surrendered or withdrawn and any modification or exemption granted
in respect of any lease, licence, permit or authorisation under this AcL

(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 instrumeti
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 2
licensee ar permit holder in & prominest place on the business premises of the
licensee or permit holder.

220, {1} A lease, leence, permit or authorisation and any exemption granted under this Act
shall be prepared in duplicate, one copy shall be delivered to the holder of the jease,
licence, permit ar authorisation and the other copy te be retained by the Commission
or Authority which shall be bound up in a book of the appropriate series within its
register and serially numbered.

{2) The register referred 1o in section 219 of this Act shall alse be kept in an electronic
format and soft copies of individual leases, licences, permits, authorisations or
exemrptions shall be forwerded to the holder of a lease, licence, permit of
muthorisation.

{3) The Commission or Authority, as the case may be, shall cause & lease, licence,
permit or authorisation to be prepared upon payment of the requisite fees and in the
case of leases or licences for upstream petroleum operations the provisions of
section 85 shall apply.

{) The officer registering a lease, licence. permit or sutherisstion or exemption under
subsection ¢ 17 shall require an acknowledgement of the receipt of the copy of the
lease. licence. penmit or authorization o exemplion from the person accepting such
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221. (1) The lease, licence, permit or authorizsation or any exempiion 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 authosisation or any exemption shall commence
firom the date of its issuance.

{2} The dste of issuance of any lease, licence, permit or authorisation or any 2xemption
shall be inseribed on the lease, licence, permit or guthorisation or any exemption.

222, (1} The Commission or Authority. as the case may be, shall enter in the Eppropriate
register & memorial of any cxtension, tansler, surrender, revocalion, cxemplivn,
relinguishment, change of address, change of name cr any other maiter affecting the
status of or any interest in any lease, licence, permit or authorisation registered
under this Chapter together with the date of such eatry.

(2) The Commission or Authority, as the case may be, shall establish and maintain a
registar in which particulars of any Interest or shares transferred or assigned are
recorded by the Commission or Authority and the register shall be updated in
relation toany change in the status of such interest or shares ransferred or assigned.

223, A lease, licence, permit or authorisation registered under this Chapter shall, subject
the provisions of this Act, be conclusive evidence —

{a) that the rights described in the lease, licence, permit or
authorisation are vested in the person named az the holder of
the lease, licence, permil or zuthorisation; and

(b} of the conditions and other provisions to which the helder of
the leass, licence, penmit or suthorisation is subject under this
Act.

224, (1) The registry and the registers required under sections 219, 222 and 223 of this Act
shali be readily accessible to the public during the hours and upcn the days
designated by the Commission or Authority, as the case may be.

(2) The Commission and Authority shall maintain an up-to-date electronic form of the
registers required under sections 219, 222 and 223 of this Acton its website, which
may be accessed for frae by any member of the public.

{3} A member of the public shall, upon the payment of prescribed fees, be entitled in
obtain a cettified true copy of any document or record contained in the registers
referred to in sections 219, 227 and 223 of this Act

225, The stomge, applicetion, transportation, and other petroleun operations of radicactive
materials and other equipment generating tonizing radiation in all aspects of ol and gas
operations shall be in compliance with the Nuclear Safely and Radiation Protection Act
and such oher leatsbaiive provisions us iud be applicable
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{2) Whera no time limit has been specified under this Act or in any applicable
vegulation, the ime limit referred o 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 acourate record of it kept,

{4) Where the Commission or Authority at the expiration of the stipulated time frame
rofuses 10 communicate in wiiting its approval or rejection to the applicant, the
application is deemed 1o have been spproved and the default approval shall be
recorded in the appropriate register by the Commission or Authorily.

227, (1) Where & director or employes of the Cominisslon or Authority, in the course of his
duties, acquires information relating to the financial affairs of any person or 1o 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 disclose it to any
other person excepl —

{a) for the purpose of iegal proceedings under this Act or any
aither law; and

{b) to the exient that it may be necessary to do so for the purpose
of this Act or any other law.

{231 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 duties within a
period of five years after the date on which he censad o be a director or employee.

{3) Any person who contravenes subsection (1) commits an offence and is liable on
conviction to the forfelmare of any procecds acoruing to him on account of the
contravention and to & fine or other sanctions prescribed in regulation,

228. (1) A person shall not —

{a) obstruct or assault any pfficer of the Commission or Authority
or any person authariaed by the Commission or Authority in the
exercise of the powers conferred on the Commission or
Authority under this Act;

() refuse any officer of the Commissicn or Authority or any person
autharised by the Commission or Autherity. as the case may be.
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{c) fail to comply with any lawful demand, notice or order of an
officer or authorised person of the Commission or Autharity in
the execution of the officer’s duties under this Act.

(2} A person shall not —

{a) engage in any petroleum operations without a valid lease,
licence or permit where such lease, licence or permit is vequired
under this Act;

{b) unlawfully remove, destroy or damage any facility used for
petroleum operations;

(c) fumish a statement or incomplete information calculated to
mislend or wilfully delay or obstruct the Commission or
Aarchority and ts officers in the exercise of their duties;

{d} chstruet or fail to cooperate with the Commission or Authority
in #ts investigation of any suspected crime or corrupt practice;

{e) act in breach of any relevant network code, where applicable to
such person or in violation of this Act in relation to the allocation
af available capacity, access and payment of tariffs in respect of
the use of any facility or infrastruchure; or

() use or permit its facility, infrastrecture or equipment to be wsed
for or in relation 1o the Commission or Authority of any offence,

229, (1) A person who violaies the provisions of section 228 of this Act commits an offence  Pomisies,

and is liakle on conviction to a fine prescribed in regulations.

{2} Where an offence has been commitied under section 228 (2) {b) of this Act, the
person who committed the offence shall discontinue the operations of the affectad
infrasiructure, facility or equipment unti] any damage, aheration, malfunction or loss

has been rectified and all safety issues have been resolved,

(3) The Commission or Authority, as the case may be, may by regulation, where
necassary, review the amount of the penalty stipulaied in subsection (1) to reflect the

effect of inflation or for other justified reasons.

230, A person who —

{a) fails or refuses to furnish, retum or supply information to the
Commission or Authority or anv other lewful authority at the
vk ek an the canner presceribed,
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(d) wilfully delzys or obetructs the Commission or Autherity, its
officers and agents, palice officers and other law enforcement
officers in the exercise of the powers or duties conferred or
imposad on the Commission or Authority imder this Act, or

(2) conceals, fuils or refuses, without reasonable cause, to supply
information required by the Commission or Authority or any
duly empowered lawful autharity at the time and in the manner
prescribed or when required to do s,

commits an offence and on conviction by a count of competent jurisdiction 15
liahle to 2 term of imprisonment and applicable fine as may be prescribed in
regutation 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 Autherity, as the casc may be, may assess a penalty in the

prescribed amount against any person for prescribed contraventions of this Act,
regulations or an order made under this Act.

(2) Prior to assessing a penalty, the Commission or Authority, &5 the case may be, shall
provide notice to the person —

{a) setting out the facts and circumstances that makes the person
liable to a penalty;

(b) specifying the amount of the penalty that is considered
appropriate in the circumstances; and

(¢) informing the person of the person's right to make
representations to the Authority or Commission, as the case
may be.

{3} A person 1o whom notice is sent under subsection (2) may make representations to
the Commission or Authority, as the 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 efter the person
received the notlee under subsection {2).

(5) ARer considering any representations made under subsection (3), the Authority or
Commission, as the case may be, may -

{a) aesess & penalty and set o date by which the penalty is to be
paid v Tkl o
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232, {1} The decommissioning and abandonment of petroleum wells, installations, Abandmmet,
structures, utilities, plants and pipelines for petroleum operations on land and jﬁ:ﬂrummm
offshore shall be conducted in accordmice with —

{2} good intermnational petroleum indusity practice; and

(b} puidelines issued by the Cornmizsion or Autherity, as the case
may be, provided that the guidelines shall meet the standards
prescribed by the international maritime organisation on
offshore petrolewm installations and structures.

{2} A decommissioning and sbandonment shall not take place without the written
approval of the Commission or Authority, as the case mzy be.

(3) The Commission or Authority, as the case may be, shall by written notice, require
lessee, licensee or permit holder o commence the decommissioning and
shandonment of a well, installation, structure, utility and pipeline, where such
decommissioning and abandonment is required under good infernational petroleum
industry practices or the guidelines.

(4) In production sharing contracts or 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 this Act shall apply to
the licensee or lessee as contractor.

(5) A licensee or lessee may by written notice inform the Commission or Authority, as
the case may be, of its intention to deccmmission or abandon.

{6) Upon a notice 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, & programme setling vul—

{a) estimwste of the cost of the proposed measures;

(b} details of measures proposed to be taken In connection with the
shutdown of aperations and decommissioning and sbandonment
of disused installations, structutes or other assets used in
petroleum operations as the case may be;

{c) clear descriptions of the methods to be employed o undertake
the work programme, which shall be in fine with good
intesmational petroleum industry practices and environmental
dewe lopmenl:
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ulira-deep water environmem and where the installation,
structure or pipeline is partly removed, the licenses or lessee
shall remein liable for any residuel lizbility arising from the
instailation, strugture or pipeline not removed; and

() assessment of the environmental and social impact of the
decommissioning and abandonment measures,

(7} Installations and structures on land shall be campletely removed and the environment
restored W its originel condition, except for buried trensportotion pipelines and
gathering lines.

(8) Except for the abandonment of wells, upon the submission of & decommissioning
and shandonment programme by the licensee or lessee to the Commission or

Autharity, as the case may be, consultations shall be made with interested parties and
ather relevam public mghorities and bodies.

(9) The programme referred to in subsection (6) shall not be spproved unless relevant
environmental, techrical and commercial regulations or standards are complied with.

{10) Prior to the approval of an applicaticn or programme for decommissioning and
abandomment, the Commission or Authority, as the case may be, shall ensure that —

{a) considerations and recommendations are taken in the light of
individual circumstances;

(b} the potential for revse of a travsportation pipeline together
with other existing facility in connection with further
hvdrocarbon developments & considered  before
decommissioning,

{c) all feasible decommissioning options have been considered
gnd a comparative assessment made;

{d) any removal or partial removal of an installation, structure or
trangporiation piceline is to be performed in a mamner that
guarantees sustainable environmental development; and

(e) any recommendation to leave an installation, structure or
gathering line in place is made with regard o s likely
deterioration and to the present, possible and future effects on
the environment and in the case of offshore instaliations and
structures, consistent with the applicable good international
petroleum imdustry practices.

(1 The Commissinn o Authagin, as the ease may be. shall enforee complznee by any
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{12} In archiving and mainmining the database of installations, structures and assets set
out in subsection (14) the Commission or Authority, as the case may be, shall
prescribe the manner and method in which the data shall be submitied by operators.

{13) The Commission or Authority, as the case may be, may recall a licensee or lesses
responsible for a decommissioning and abandonment programme with respect to a
licence or lease that has expired or is surrendered or a licensee or lesses that has
transferred or divested its interest or equity, to casry out an obligation under this
Act, provided however that, where a new company has assumed all respective
obligations, with the approval of the Commission or Autherity, upon the ansfer ol
divestiture, the licensee or lessee shall have no further responsibilities,

{14) The Commission or Authority, as the case may be, shall ensure that a list of the
installations, structures and pipelines on land and cffshore in Nigeria used for

petroleum operations @nd their current status is compiled and made available or
sccessible to the public annually.

233, {1) Each lessee and licensee shall set up, maintain and menage a decommissioning and
abandorment fund held by a financial mstitution thet is not an affiliate of the lessee
or licensee, in the form of an escrow account accessible by the Commission or the
Authority, as the 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 this Act.

(2) The decommissioning and shandonment fund shall exclusively be used ta pay for
decommissioning and abandonment costs.

(%) Where a lessee or 2 licenses fails to comply with the decommissioning and
shandonment 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
a third party of such lessee’s or licensee’s obiigations under section 232 of this Act,
after the licensze or lzsses has been informed of the non-compliance and given a
reasonable perod to rzctify the non-compliance.

{4) The amounts to be contributed to the decommissioning and abandonment fund shall
bo based on the following —

{al with respect to upstream petrcleum operations, on the
decommissioning and abandonment plan approved by the
Cammission in the field development plan required by section
79 (2) of this Act and where —

(i} no decommissioning and abandonment plan exists, and
f111 0 field is in deselopment or producing.
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by the Commission, shall form the basis of the computation of
the amount to be contributed by the lessze: and

(L) with respest to midstream petroleum operations, on the
decommissioning and abandonment plan submitted under
section 111 {3) of this Act and where ne such plan exists, the
licensee shail submit a decommissioning and abandenment plan
to the Authority based on the criteria established in section 232
(6) of this Act within one year of the effective date, which once
appioved by the Authority shall form the basis of the
computation of the amount to be contributed by the ficensee.

(5} The decommissioning and abandcnment plan shall establish the yearly amount 1o be
contributed to the respective decommissioning and abandonment fund and the yearly
amount shall be besed on a reascnable estimate by the licensee or lessee of the
upplicsble deconunissioning and abandonment costs, projesied forward on a nominul
basis and divided by the estimated life of the Facilities and the reasonable cost estimate
ghall 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

() estimated life of the field, in case of facilities used for
upstrepm petrolenm apecations; and

(b} period of time for which the safe operations of the facilities
were dezigned, in case of facilities used for midstream
petroleum operations.

{7} The estimated yearky contribution under subsection (3) shall be reviewed every 10
vears following the first submission.

(8) A decommizsioning and abandonment fund shall be fundsd by the applicable licensee
or lezses based on the yearly amount established in subsection (3) and as provided in
a regulation.

(91 A licensee or lesses shall —

(a) inform the Commission or Authority, as the caze may be, of the
estublishment of its decommissicning end abandonment fund
not more than three months from the date of commencement of
production for upstream petroleum  cperations or  the
commissioning of the facilities for midstream petroleum
operations; and
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(10) Where the licensee or leszee is & party to & firm out agreement with ane or more
third parties, a decommissioning and abandonment plen funded in whele or in part
by the applicable third parties shall be provided for in the applicable farm oul
agrocment.

{113 From the effective date, contributions to the dacommissioning and ahandonment
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
PUTPOSES.

{12} Where there is exceis in the decommigsioning end sbandonment fund afier 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 smount after the
withholding of profit oil and any tax shall be returned 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;

() provide direct social and economic benefits from petroleum
eperations o host commumities;

(¢} enhance peaceful and harmonious co-existence between
licensees or lessees and host communities; and

(d} create a framework to support the development of host
communities.

{2) The Conunission and Authority mey make regulations with respect to this Chapter
on areas within their competence and jurisdiction as specified in this Act.

{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 ahility of the setilor to meke
the following adjustmens to reduce expenditures where the available funds for
administration under section 244 () of this Act are insufficient to fund the ongoing
operations —

fab peduce the number of memibers of the Board of Trosiees and
frogueny of meetings:
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(¢) reduce the number of members of the management committes
uncar section 247 and the frequency of meetings: and

{d} reduce the frequency of meetings of the host communitics
advisory committes under section 249,

235. (1) The settlor shall incorporate host communities development trust (in this Act "‘“"’F'“’;.J“““fhm
referred o a5 "the trust"} for the benafit of the host communities which the settlor m’:’;!z il
is responsible.

(2} Where there is & collectivity of settlors operating under a joint cperating 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
sebllurs.

{3) For settiors operating in shallow watler and deep olfshore, the littoral communities
and any other community determined by the settlors shall be host communities for
the purpases of this Act.

{4) The settlor shall for the purpose of setting up the trust, in consuliation with the host
communities, appoeint 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 mannsr provided 005 2000
under this Chapder.

(§) The name of the corporate body to be registered by the Board of Trzstees 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 the trust fund; and

(b} have the oversight responsibility for ensuring that the projecte
propesed by the Board of Trustees are implemented.

{7) The settlor shall undenake needs assessment that will metmmorphese inte the

community development plan for the purpose of determining the projects to be
undertaken hy the host communities development trust.

; HE H o 2 Timefrume for
236. The host communities development trust shall be incorperated i S B
comnmmitiEs
(&} within 12 months from the effective date for existing oil mining devalppment st
leases:

th) within 12 months fnvm the eMective date K existing designated
b i 2es.




(d) prior ko the application for field development plan for existing
oil prospecting licences;

{e} prior to the application for any field development plan onder a
petroleumn prospecting licence or petroleum mining lease
granted under this Act; and

() pricr to commencement of comimercial operations for licensees
ol designated facilitics granted under this Act

237, (1) Subject to the provisions of this Act, where the whole or part of an interest in a
licenze or lease governed by this Act is assigned, novated or otherwise transferred
to another party, the legal and equitable interest, rights and obligations of the
transferor in relation to any associated host communities development plan and
host communities development trust, shall be deemed to attach to the property to
be transferred to the wansferee, tiw legal and equitable intorests, 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 a Heence or lease governed by this Act is sumendered
under this Act, the holder or holder nominee will continee to discharge its surviving
obligations, notwithstanding that the area that 15 surrendéred may be granted to a new
lessee or licenses and where the surviving obligations have been compliad with the
holder shall have no further nhligations 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 area revoked, terminated or expired may be granted to a new lessee or licenses
and where the surviving obligations have been complied with, the holder shall have
no further obligations.

238. Unless as otherwise provided for in this Act, failure by any holder of a licence or lease
govemed by this Act to comply with its obligations under this Chapter, afler having been
informed of such failure in writing by the Comimission or Authority as the case may be,
miay be grounds for revocation of the applicable licence or lease.

239. (1) The constitution of the host communities development trust shall allow the hest
communities development trust to manage and supervise the administmation of the
annual contribution of the settlor contemplated under this Chapter and any other
sources of funding.

{2} The ohjectives of the host communities development rust shall be specified in the
canstituion as set ool in subsection (3102) o (el

0 The ebjectives o the hest communitics development trust shall inctude 1w
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(b} undermke infrastructural development of the host
communities within the scope of Tands available 1o the Board
of Trustees for such purposes:

(c) facilitate economic empowermert opportunitics in the host
CONMIMUnities,

(d) advance and propagate educational development for the
benefit of members of the host communities;

(=) support healthcare development for the host communities;

(f) support local initiatives within the host communities, which
seek to enhance protection of the environment;

{#} support local initintives within the host communiiies which
seek (o enhance security;

{h) mvest part of available fund for and on behalf of the host
commumties; and

(i) assisl in any other developmental purpose desmed beneficial
to the host communities ag may be determined by the Board
of Trustees,

{4} Motwithstanding the provisions of this Act relating to funding of the trust fund,
nothing shall preclude the host communities from their entitlements under any other
Iz,

240, {1} The constitution of each host communities devalopment trust shall establish a fund  Sowoss of fundleg for
comprising of one or more accounts ("host communities development trust fund"} LTRSS it

cummur ey
to be funded under this section, developiment trust,

{2} Each settior, where applicable through the operator, shall make an annuoal
coniribution to the applicable host communities development trust fund of an
amount equal to 3% of its actual annval operating expoenditurc of the preceding
financial year in the upsirearn petroleum operations affecting the host communities
for which the applicable host communities development trust fund was established.

(3) Each host communities development trust may receive donstions, gifis, grants or
honoraria that are provided to such host communities development trust for the
atminment of its objectives.

{4) Profitz and interest accruing to the reserve fimd of host cammunitiss development
triist shall alse ke contribited v the applicable host communitios deselopment trust

Tund




242 (1} The constitution of the host communities development trust shall contain provisions  The Board of Trastees,
requiring the Board of Trustees to be set up by the settlor, who shall determine its SEpoRline e
meambership and the criteria for 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 cass may be.

{2) The settior shall, ir consultation with the host commumities determine the
membership of the Board of Trustees to include persans of high integrity and
professional standing, who shall come from the host communities and the

Members of the Board of Trustees shall clect a Chairman from amongst
themselves.

(3) The settlor shal] determine —

{a} the selection process, procedare for meeting, financial
regulations and administrative procedures of the Board of
Trusizes;

{b) the remuneration, discipling, qualification, disgqualification,
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.

{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 1o
keep the books of the Board.

243. The Board of Trustess shzll be responsible for the general management of the host m‘m E""“ﬁﬂ'“”
communities development trust and shall be responzible for — Rl P,

{2} dewermining the eriteria, process and proportion of the host
communities development trust fand to be allotted to specific
development programs;

(b) approving the projects for which the host communities
development trust fund shall be utilised;

{e) prowiding general oversight of the projects for which the host
cominunities development trust fund shall be utilised:
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(¢} set up the management commitiee of the host communilies
development trust and appoint its members; and

(I determining the elocation of funds to host communities based
on the matrix provided by the settlor,

244, The Board of Trustees shall in each yvear and under section 240 of this Act allocate
from the host communities development trust fund, & sum equivalent to —

{a) 75% to the capital firnd out of which the Board of Trostees
shall make disbursements for projects in each of the host
communities as may be determined by the management
committee in fartherance of the objectives set out in section
234 of this Act, provided that any sums not utilised in a given
financial year shall be rolled over and utilised in subsequent
year

(b} 20% 1o the reserve fund, which sums shall be invested for the
utilisation of the host communmities development trust
whenever there is a cessation in the contributios. payable by
the settlar; and

{c} an amount not exceeding 3% to be utilised sclely for
administrative cost of running the trust and special projects,
which shall be entrusted by the Board of Trustee to the setthor,
provided that at the end of each financial year, the settlor shall
render a full account of the utilisation of the fund to the Board
of Trustees and where any portion of the fund is not utitised in
n given yvear, it shall be remurned to the capital furd.

245, (1) The settlor shall provide to the Board of Trustees a matrix for distribution of the
trust fund to the host communities.

(2} The Board of Trustees shall utilise the matnx provided under subsection (1) lor
distribution of the funds in the host communities development trust fund to each
of its host communilies.

2d6. (1) The Board of Trustess shall engage & fund manager to invest the reserve fund as
the fund accrses.

{2} The Board of Trusteez shall manage the interest and profits accruable from the
invegiment of the reserve fund and allocate the gain in accordance with section 244
of this Act

247,11} The constitution nf the host communities development trust shall contain provisions
requiring the Board of Trustees 0 set up a management commitice for the host
com mnmiiies des elipment truss

Allvestion of funds,

hirrix for distribation of
et Fumd

Enpagerment of fiund
FUREETE,

Sdppugensnr ovenmidiise
W e el e




(2) one representative of sach host community, who shall be
nominated by the host community 8s a non-executive
member; and

(b} executive members, selected by the Board of Trustees shall
be Nigerians of high integrity end professional standing, and
miy 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 gnd no
IMOre,

{#) The Board of Trustees shall in accordance with the host communities development
trst determine —

(a) the selection process, procedure for meetings, financial
regulations and adminisirative procedures of the management
committee;

(b} the remuneration, discipling, qualification, disqualification,
suspension and removal of members of the management
committes; and

(e} any other matter releting to the operations and activities of
the management commitiee.

(3) The management committee shall have a secretary, who shall be appointed by the
Board of Trustees to keep the books of the committes.

248. The management committee shall be responsible for the general administration of the  Pfies sed functions of
host communities development trust on an ad hoc basis and be responsible for the — 'f;mmr e
{a) preparation of the budget of the host communities development
trust and submit il o the Board of Trestees for approval;

(b} development and management of the contracting process for
project award on behalf of the host communities development
trust subject to approval of the Board of Trustees:

{c) determination of project award winners amd contractors to
exscute projects on behalf of the host communities development
trust through a transparent process subject to approvel of the
Board of Trustees,

(d} supervision of projects éxecution:

ek ek e ool feemd mignagers W appoiniment by the Beard o1
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(T) reporting on the sctivities of the mamagement committes,

contractors and other service providers to the Board of Trustees:
and

{2) undertaking of any other function and duty that may be assigned
w it by the Board of Trustees to enhance the performance of the
host canmunities development trest,

249. (1) The censtitution of the host communities development trust shall contain provisions Hos comeunisies
mandating the management commitiee 1o set up an advisory committes ("host Advimry o )

: I
commumties advisory committee"), which shall contain at lsast one member of
each host community.

{21 The management committee shall in accordance with the constinution of the host
communities development trust, determine —

{a) the selection process, procedure for mectings, financial
regulations and administrative procedures of the host
communities advisory commitiee;

{b) the remuneration, discipline, qualification, disgualification,
suspension and ramoval of members of the host commutnities
advisory committes; and

{e)any ulher maller relating to the operations and activities of host
communities advisory commitiee,

{3} Decisions of the management commitiee with respest to subsection {2) shall be
subject to the approval of the Board of Trustees.

* ;s . . - - Dhaties and fimetiong of
230, The host communities advisory commitiee shall perform the following functions D o
y avsary cammitiss
(a} nominate member fo represent the host communitiss on the

manfgement comanilies;

(b} articulate community development projects to be ransmitted
10 the management committee;

(e} monitor and report progress of projects being executed in the
community to the mansgement committes; and

{d) advise the management commilt=¢ on activities that may lead
to improvement of security of infrastrocture and enhancement
of peace-building within the communities and the entire area
of operation,

221 abe The sertlorshall after the gram o amy Bioence or hegse iansd under this Seb copdiicr e vomm o it
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(1) Each host communitics needs assessment shall, from a social, environmental, and
EConomic perspective —

(8) detenmine the specific needs of each affected host
communities;

(b} ascertain the effect that the proposed petruleum operations
might have on the host communities; and

(¢} provide a strategy for addressing the needs and effects
identified.

{3) Each host communities needs assessmeat shall show that the settlor has —

(2} engaged with each affected host communities to understand
the 1ssies and reeds of such host communities;

{b) consulted with and considered the reasonable concems of
wormen, youth and community leaders; and

(c} engaged with cach affected host communities in developing
a strategy to address the needs and effects identified in the
applicable host communities needs assessment,

{#) The settlos shall develup u host communities development plan and shall submit to
the Commission or Authority, as the case may be, based on the findings of the host
communities nocds assessment, in order to undertake its oversight function
preparatory to the establishmant of the muast.

251, The host eommunities development plan shall be based on the matrix provided for In
section 243 and such single plan shall —

{a} specify the community development initiatives required 1o
respond to the findings and strategy identified in the huwsi
communities neads assessment:

{b) determine and specify the prajects 1o implement the specified
initatives;

(<) provide a detailed timeline for projects:

{d) detenmine and prepare the budger of the host communities
development plan;

{2} se1 out the reasons and objectives of each project as supportad
by the host communities nedds gssessmeil;

1 s taborr st dhe Nazerian woditeil raqlaaemivtits pros nkal o0
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(g} provide for ongcing review and reparting to the Comrnission.

253, The financial year of the host communities development trust shall commence on 15t
January snd end on 315t December of each yvear or any other date set for this purpass
by the Board of Trustees.

254, The constitution of the host communities development trust shall contain provisions
requiring the Board of Trustees to —

(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.

255, The constilution of the host communities development trust shall contain provisions
requiring the —

{a) management committee to submit a mid-yvear report of its
activities to the Board of Trustees not later than 31st August
of the particular vear,

b} management commiftes 1o submit an anaual report
accutipanied by s audited account to the Board of ITustees
not later than 28cth February of the succeeding vear;

(=) Board of Trustees to submit an ennual report of the activities
of the host communities development trust accompanied by ils
audited account fo the settlor not later than 31st March of the
particular vear; and

(d) settlor o0 submit an gnnuel report of the activities of the host
codnmunilies development trust sceompenied by lis audited
account 10 the Commission or Authority, as the case may be,
not later than 315t May of the particular year,

256, The funds of the host communities development trust created under this Act shall be
exempted fram taxation.

257, (1) Any payment made by the setilor under section 240 (2) of this Act, shall be
deductible for the purposes of hydrocarbon tax and companies income ax as
applicable.

(2} Where in any vear, an acl of vandalism. sabowsge or other eivil unrest occurs that
causes damage (0 petroleum snd designated lacilities or disrupis producrion
activines within the host commumities the communits shall forleil its entitlermem
ok e s denl ol Bl e vt ol TPty ol e adomiage thal respligd frome b medr-dln w fph
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Provided the interreption is not caused by technical or natural cause.

(3) The basis for computation of the trust fund in any year shall always sxclude the cost

of repairs of damaged facilities attributable to any act of vandalism, sabotage or other
civil unrest,

CUHAPTER 4 — PETROLEUM INDUSTRY FISCAL FRAMEWORK
PART | — QOBIECTIVES AND ADMINISTRATION
258. {1) The objectives of this Chapler are o —

{a} establish a progressive fiscal framework that encourages
investment in the Nigerian pefrcleum industry, halancing
rewards with nsk and enhancing revenues to the Federal
Crovernment of Nigeria;

(b} provide a forward-looking fiscal framework that is based
on care principles of clarity, dynamism and fiscal rules of
general application;

ic) establish a fiscal framework that expands the revenus base
of the Federal Government, while ensuring a fair return for
investors;

(d} simplify the administration of petroleum lax; and

[e) promote equity and transparescy in the petroleum indusiry
fiscal regime.

{2) All money collected from the petroleum industry that are due to the Government
ghall be transferred 1o the Fedetstion Acsounl in o tmely manner, subjecl b this Act
and these payments shall include taxes, rovalties, production shares, profit shares,
signature bonuscs, production bonuses, repewnl bonuses, rents, fees, fines, and other
levies due in relation to the grant, assignment, termination, and breach of licences,
lzases and permits.

259, From the commencement af this Act, the administration and collection af Govemmens

revenue in the petroleum industry shall be the function of the Federal Infand Revenue
Service (the Service) and the Commission, and —

Adimimistratien,

fa) the Service shall be responsible for the assessment and
cotlection of —

(i} hydrocarbon tax and enforcement of the provisions of
this At 3% it relales wy hvdrocarhion [y Assessmen
amd revenue gollgetion, and




{ii} companies income tax and tertiary education tax in
accordaice with this Act as it relates to faxable
petroleun 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 this Act, and

(i} related payments or production shares, where the
model contract includes provisions related 1o
production sharing, profit sharing or risk service
provisions: and

(c) the Authority shall be rosponsibie for the determination and
collection of the gas flare penzity arising from midstream
operations and its anforcement under this Act.

PART Il —HYDROCARBON TAX

260. (1) This part applies to companiee engaged in upstream petroleum operntions in the  Appiiestion of tis Pun.
onshore, shallow waier and decp offshore, provided that —

{a) hydrocarbon tax shall apply to crude oil as well as field
condensates and liquid natural gas liquids derived from

associated gms and produced in the field upstream of the
mcasurement points; and

{h} hydrmecarbon tax under this Pert shall not apply to —

(1) sxsouivied natual gas, ncluding gaseous natural gas
liquids produced in the field and contained in the rich
gas, and hon-associated natural gas,

{ii} condensates and naturel ges liquids produced from
non-associated gas in fields or gas processing plants,
providad the related volumes are determined #t the
measurement points or at the exit of the gas
processing  plant, regardless of  whether the

vates or natural gas liquids are subseguently
commingled with crode oil, and

{iii} any condensates and natural gas liquids producad
from associated gas 8 gas processing or other
lacilities diws nstream of the measurement poims
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not be allocated 1o crude oil, but shall be cliimed under the Companies [ncome Tax
Act,

{3) This Part shall not apply to a frontier acreage until it s reclassified wnder section 68
{3) ofthis Act and e deep offshore.

(4 For the purpose of determining rovalies. condensates shall be weated as crude ol
and naturnl gas liquids as natural gas.

(5) Upstream petrolewm operations shall alzo be subject 10 Companies Income Tax Act.

261. There shall be levied upon the profits of any company engaged in upsiream petroleam
operations in relaton to crude oil a tax o be known as hvdrocarbon 1, which shall
be charged and assessed upon its profits related 10 the operations and pavable during
each accounting period in accordance with this Aet,

262. (1) Subject to this Act. in relation to-any accounting pertod, the crude ofl revenue of a

company for thai period shall be the value of any chargeable oil adjusted to the
measurement peints. based on the —

{a} proceeds of all charpeable oil sald by the company; and

{b}) value of all chargeable oil disposad 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 far rovalties
for all fields in accordance with this Act or any applicable law.

{3) Subject 1o section 266 (2} of this Act the adjusted profits of an accounting pesiod

shall be the profits of that period afier the deductions allowed by section 263 (1) of
this Act.

(4) The azsessable profit of an accounting period shall be the adjusted profit of that
period afier any deduction gllowed by section 263 of this Act,

{5] The chargeeble profits of an accounting period shall be the assessable profits of that
period after the deduction allowed by section 266 of this Acr

263. (1} In computing the sdjusted profit of a company in upsiream petroleum operations
related to crude oil for any accounting period, there shall be deducted expenses
whally, reasonably, exelusively and necessarily incurred during that period for the
following. including but without otherwise expanding or limiting the generality of

e

(a) renis incurred by the compeny for the period purssant o a
petroleum mining lease or petrolelin prospecting licence;

iby all royvehies the liability for which was incurred and were
paid by the company during that period in respect of crude
ail and associated gas and where a petrolewm mining lease

Cap, T2, LEF». 20,
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mecludes payments to the Federation Account relsted 1o
production shanng. profit sharing. risk service contracts or
other contractual features under 2 model contract and the
company has inewmred Bubilivy for sueh poyments in kind or
in cash:

-

(¢} expenses directly incurred for repair of plant, machinery or
fixtures emploved for the purpose of carrying on production
activities or for the renewal, repair or aleration of

production implement. utensils or articles so empioyed,

=

(d} an expenditure, tangible or intangible directly incurred in
connection with the drilling of the first exploration well end
the first two appraisal wells in the same feld, whether the
wells are productive or nol, provided that subsequent
exploration wells. appraisal wells and other wells shall be
treated as qualifying drilling expenditure under the Fifth
Schedule 10 this Act and where 2 deduction may be given
under this section in respect of any such expenditre, thal
expendituze shall not be tremed as qualifving drilling
expenditure for the purpose of the Fifth Sehedule to this Act:

{e} any amount contributed to a fund, scheme or emangement
approved by ithe 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;

{fyall sums the Hability of which was incurred by the company
to the Fedeml Government or any State or Local

Government Council by way aof levies, siamp duties and
Fees:

{£] costs of gas reinjection wells, which are re-injecting natural
gas that otherwise would be flared, subject 1o ratification by
the Commissian: and

{h) any amount contributed to any fund. scheme or arrangement
approved by the Commission pursuant to the establishment
of host communities development trusis under Chapter 1 of
this Act, Environmental Remediation Fund. MNiger Deha
Development Commission and other similar contributions.

(2} Where a deduction has been allowed 1o 8 company under this section in respect of a
liability of the company and the lizbility or part of the lability is waived, relezsed or
recovered, the amount of the deduction corresponding Lo the Rability or part thereof
shall, for the purpose of section 262 (1) of this Act. be treated as income of the
company of ils accounting period. in which such waiver or release was made or
FIVET.
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264, Subject to this Act. for the purpose of ascertaining the adjusted profit of a company in  Dedections not slloned.
the aceounting period from its upstream petroleum operations applicable to erude il
no deduction shall be allowed in respect of —

(a) dishursements or expenses not being money whaolly,
reasonably, exclusively and necessarily incurred for the
parpose of those operations:

ib) expenditure for the purchese of information releting to the
existence and extent of petroleum deposits. other than for the
acquisition of geophysical, geological and geochemical data
and information:

() expenditure incurred as a penalty. natural gas Rare fees or
imposition relating to natural gas (lare:

{d) financial or bank charges. erbitretion and litigation costs. bad
debts and interest on bormowing;

{e) head office or affiliate costs, shared costs, research and
development cosmts or any other like shared indirect
production costs:

if) aroduction bonuses. signature bonuses paid for the acquisition
of. or of rights in or over. petroleum depasits, bonuses or fees
paid for renewing petroleum mining lease or petroleum
prospecting licence or marginal field or fees paid for
assigning rights 1o anather party:

{g) tax inputied into & contrect Or &n gresment on & net tax basis
and paid by a compény on beha'f of the vender or contractor:

{h) capital withdrawn or sum employed or intended 1o be
employed a5 capital;

{i) capital employed in improvements as distinzt from repairs:

{1} sum recoverable under an insurance or contract of indemniiy,
except an amaount that is not recovered under the scheme:

(k) remt of or cost of repairs to any prémises or pad of premises
not incurred for the purpose of those operations;

(1) amounts incwrred in respect of tertiary education tax,
companies ingoine [ax, any income tex. 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:




() payment to provident. savings, widows and orphans or other
sociely. scheme or fund:

(o) any contribution w a pension. provident or other society.
scheme or fund for production staff which may be approved,
with or withou retrospective effect, by the Mational Pension
Commission subject 1o such gereral condivions or particular
conditions in the case of the society. scheme or fund as the
Service may prescribe, provided that any sum received by o
the value of any benefit chiained by the company, from any
approved pension, provident or other sociely, scheme or fund,
in the accounting period of that company shall. for the
purpase of section 262 {1} of this Act. be treated as income of
the company for that accounting period:

{p) all customs duties; and

{q) costs under paragraph 2 {2) {¢) of the Sixth Schedule 1o this Sinth Schedule.
AcL

265. (1) The gssessable profits for each company or petroleum mining lease for apy Assssabie prafis and
accasnting period shall be the emcunt of the adjusted profit of that period afier the ™™
deduction of the amount of any loss incurred by that company during any previous
accounting period.

(2} The assesseble profit shall be determined separstely for each of the two classes of
chargeable tax identified in section 287 (a)and (h).

(3) A deduction under subsection (| ) shall be made so far as possible from the amount,
if any. of the adiusted 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 eecounting period and so on untl such loss
i Fuily deducted.

{4) Within five months alter the end of any accounting period of & company, or within
such further time as {he Service may permit in writing, 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 mey 5o elect in any
succeeding accounling period,

266. {1} The chargeanle profits of any company for any accounting period shall be the Chargesbis profits and
amount of the assessable profits of that period after the deduction of any amount BRI
ta be allowed i accordance with the provisions of this section, namely —

(&) the npgregute amount of capitl allowances due o the company
under the pravisions of the Fifth Schedule to this Act for the Fifs Schedube.
accounting period.




{b) the aggregate amount of all production ailowances due to the
company under the provisions of the Sixth Schedule o this Act Sinth Schedale
for the accounting period: and

() in the case of acquisition costs of petraleum rights. the value of
the rights and the value of the assets scquired shall be reported
separately to the Service. provided that the value of the rights
shall be eligible for annual aliowance of 208 per annum and the
value of the assets shall be deprecinied based on the applicable
depreciation rates for the respective assets, and there shall be a
retention of 1% in the last vear until the assei 13 disposed of.

{2} In determining the chargeable profit. the 10tal cost shall not exceed the cost-price
ratia a5 detEnmined in the Sixth Schedule o this Act, Siath Schwcle,

(3} The thargeable profits and aliowsances shall be delermined separately for the wo
classes of assessable profits under section 267 (a) and (b) of this AcL

PART Il — ASCERTAINMENT OF CHARGEABLE TAX

267, The chargeable tax for any accounting period of a company shall be a percentage of  Chagenbie .,
the chargeable profit for that periad aggregated and it shal! be —

{a) 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 o onshore and shallow waler arees; 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 this Act.

268. (1) Where, for any accounting period of a company, the amount of the chargeable tax  Addional changealsz wx
for that period, caleulsted in secordance with the provisions of this Act other than ;ﬁ;ﬁ:‘“"
this section, is less than the amount memioned in subsection (2}, the company is
lighle to pay an additional amount of chargesble tax for that pericd equal o the
difference between those two mmounts.

{2} The omount referred to in subsection (1) is. for any sccounting period of 2 company.
the amount which the chargeable tax for crude ofl for that period, calculated in
accordance with this Act. would come to, in the case of erude oil exported from
Wigeria by the company, the reference in section 262 {1} (a) of this Act to the
proceeds of sale were a reference 1o the amount obtained by multiplying :he number
of barrzls of that crude oil determined at the measurement point by the fiscal oil price
per bamel

{3) For the purpose of subsection (2L the Commission shall establish the fiscal oil price
af erch measurement point on &n export parity basis under paragraph 8 (1) and (2) of
the Seventh Schedule and the 1oial value of the chargeable ofl for a company shall  Sevensh Schedule,
be the sun of the multiplicauons of volume and fiseal oil price a1 all measurement
pointe s established by the Commission,



{4} The whole of any additional chargeable tax for crude oil and associated gas payvable
by a company by virtue of this section for any accounting pericd shall be pavable
concamently with the final instalment of the chargeable ax pavable Tor that period.

{5) Where there is no fizcal oil price established for a crude oil siream. the Commission
shall establish fiscal oil price Tor such stream and every fiscal oil price per barrel
esiablished shall bear o fair and reasonable relationship —

(8] 1o the established fiscal oil price of Nigerion crude ofl streams
of comparable quality and specihc gravity: or

(b) where there are no such Nigerian crude oil streams of
comparable quality and specific gravity it shall bear a fair and
reasongble relationship 10 the official sefling prices at main
miernational treding centers for crude oil of comparable quality
and pravity, dee regard being had in either case to freight
differentials and other relevant fsctors.

(&) Where any erede @il which in relation 10 a particular company is its chargeable ail,
is exported from Nigerie by another company, that crude oil shall for the purpose of
this section be deemed to be exported from Nigena by that particular company.

PART IV — ASCERTAINMENT OF CHARGEABLE PROFITS AND
CONSOLIDATION FOR TAX PURPOSES

269. {1} Where the Service is of the opinion that any disposition is not given effect to or that  Aniflcial transsctions.
any transaction which reduces or would reduce the amount of any tax payable s
artificial or fietitious, the Service may digregard any such disposition or direct that
such adjustments shall be made with respect to the companies' liability to tax as the
Servige considers appropriate to countergcl the reduction of liability to tax effected
or rediction which would otherwise be effected, by the tansaction and the
companies concerned shall be assessed sccordingly

{27 In subsection {|}. the expression "disposition” includes any trust, grant, covenant,
agreement oOr arrangement.

{31 For the purpese of this section. the following transactions shall be deemed o be
arithicial or fictitious, namely. iransactions between persons one of whom has control
over the other or betwesn persons both of whom ore cont-olled by some other person
which, in the opinion ofthe Service. were not made on terms which might be expected
to have been made by independent persons engaged in the same or similar activities
dezling with one another at arm's tength,

{43 A company in respect of which any direction is made under this section, shall have
a right of appeat in like manner as though for the purposs of Part |11 of this Chapter
such direction was an assessinent.

{5) Subject to this Act. the provisions of the Income Tax (Transfer Pricing) Regulations
2018 shall apply.



270, Where a company has not yvet commenced the production and sale or disposal of
chargeable oil, all costs incurred wholly. rezsonably, exciusively and necessarily for the
purpose of coming into upstream petroleum operations, subiect to sections 203 and 264
of this Act. shall upon commencement of production and sale or disposal of chargeable
pil be deemed to have incurred a qualifying pre-production capital expendicure which
shall be amortised in line with paragraphs 5 and 17 of the Fifth Schedule to this Act.

271, (1) Without prejudice 1o section 275 of this Act. where a trade or business of upstream
petrofesm operations carried on in Nigeria By a company 15 sold or transferred 10
anather company for the purposes of better arganisation of that wrade or business
or the transfer of 1ts management and any asset employed in that trade or business
is soid or transferred, then, if the Service is satisfied that one of those companies
has cantrol over the other or that both companies are controlled by some other
person or are members of a recognised group of companies and have been so for s
consecutive period of at least three vears prior 10 the date of reorpansation, the
provisions set out in subsection {2} shall have effect.

(2) Where subsection (1) applies, the Service may in is discretion if. on or before the
date on which the rade ar business is so sobld or transferred, the first ssle of or bulk
dispozal of charpeable oil by or on behalf of the company selling or transferring the
trade or business has oceurred, 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 pccountmg period of the zompany 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 yvear, and the definition of accounting
periad in section 318 of this Act skall be construed accordingly:

i) [or the purpose of the Fifth Schedule to this Act, the asset sold
or transfemred to the company acquiring that trade or business
bv the company selling or transferring the wrade or business
shall be deeined to have been scld for an amount equal to the
rasidue of the qualifving expenditure on the assel on the day
foliowing the day on which the sale or ransfer occurred: and

() the company acquiring the asset so gold or transferred shall be
ceemed 1o have received ali aliowances given to the company
selling or wansferring the trade or business in respect of the
asset under the Fifth Schedule 1o this Act and any allowances
deemed o have been received by (hat company under the
provisions of the Fifth Schedule. provided that the Service in
its discretion may —

{t) require the company seling or transferring the trade
or business of the company acquiring that trade or
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business. w puarantee or give security to the
satisfaction of the Service for payment in full of tax
due or tc become due from (he company selling or
transierring the trade or business. and

(if) impose such conditions as it deems fit on either of
the companies or on both of them,

[3} in the event of failure by the company or companies selling W fulfil the guarsntee or
conditions, the Service may revoke the direction sngd may make the sdditionnl
Asseasmenls or repayment of tax as may be necessary to give effect (o the revocation,

(4) Where the acquiring company makes a subsequent disposal of the assets thereby
acquired within the stcoeeding three years afier the date of acquisition. any
concession enjoyed under this subseetion shall be rescinded and the company shall
be wreated as if it did not qualify for the cancession as at the date of the imitial
reorganisation,

{5) Where a trade or business of petroleum opeiations can ied on in W igeria by & company
incarporated under any law in force in Nigeria is sold or transferred to another
company' and any asset employed in that trade or husiness is so sold or transferred.
and the Service is satisfied that the companies are not connected and that none lins
control over the other ar both are not controlled by another company, the —

(&) transaction shall be dealt with under section 266 () (¢); 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 an the date on which the sale or wansfar of
the trade or business w the caampany takes place or on such date withis the calendar
manth in which the sale or transfer takes place as may be elected by the company
with the appeoval of the Service and end on 3151 December of that same vear and
the definition of "Accounting Period” under this Act shali be construed accordingly.

(7) A merger. take-aver, transfer or restructurin g of the rade or business carrisd on bva
company shall not 1ake place without the approval ard having cbtained divection of
the Service on any wx that may be due and payable,

(8) Refevence to o 'trade or business in this section shall include references to any part
of the trade or business.

272 (1) A company engaged ir upstream petrcleum operations across terraing shall be
allowed o consolidate costs for the purpose of companies income tax,

(2) A company engaged in upstream petroleum operations related 1o crude oil across
terrains shall be allowed 1o consolidae cosis and taxes for the purposes of
hydrocarbon 1ax only scross assets in which it holds licences and Jeases in
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aceordance with the two categories of chargeable tax siipulated in section 267 of
this Act,

{3} In respeet of o company in extstence prior fo the commoncoment of this Act, the
amount of any loss incurred during any accounting period by a company selling or
trapsferring its trade or business whether to 8 connected or unrelated party. heing
a loss which has not been ellowed against any assessable profit of anv accounting
period of thal company shall not be allowed against any assessable profit of the
company acquiring that trade or business.

(41 A company that 13 a contractor in & contract under section 83 of this Act shall be
allowed 1o consolidae s losses and revenues across petroleum prospecting
lie#nces and petrolevm mining leasss granted after the commencement of this Act,
for the purposes of subsections { | ) and (2} with respect to the two tax classes under
section 267 of this Act.

PART ¥V — PERSONS CHARGEABLE

273. (1) Any person. other than & company, who engages in upsticam pehioleum operations  Pasnerships.
either on his own account or jointly with any other person or in parinership with any

other person with a view to sharing the profits arising from the operations. commits
an offence.

(2) Where the person referred 1o in subsections (1) has benelinted from any peofits on
upstream petroleum operations, the person shall be subject o hydrocarbon 1ax and
companies income tax under this Act on the profits and shall pay a penalty provided
under section 297 of this Act.

{3) Where wo or maore companies are engaged in upstream petroleum operations cither
in partnership, in & joinl venture o in concert under any scheme or arrangement, tax
shall be charged and assessed an them in sccordance with subsection (4),

(4) The apportionment of any profits. oulgoings, expenses, labitities, deductions,
qualifying expenditure and the tax chargeable upon each company shall be in line
with the equity interest of the parties under a jointly execoted agreement that will be
made available to the Service and where no jointly executed agreemient is made
available. the Commission shall advise the Service the approved egueity interest of the
parties and s shall be binding on the parties.

{5} Subjectto this Act, where twa or more companies are engaged i upstream petrolesm
operations either in parinership. in a joini venture or in coneen under any scheme or
arrangeinent, the Service may make regulation. in compliance with section 61 of the
Federal Inland Revenue Service (Establishment) Act, for the ascertainment of tax t0 45 wa 13, 2007
be charged or assessed upon each company so engeged.

{6) Regulations made under subsection (3) may make provigions —
fa) with respect to apportionment of any profits, outgoings.

expenses, habilities. deductions. qualifying expenditure and tax
chargeable upon each company:



{b) for the computation of any tax as if the parinership. joint
venture, scheme or arrangement were carried on by one
company and wpportion that tax bstween the companics
concemed:

(¢} o accept other basis of ascertaining the tax chargeable upon
each of the companies: and

{d) which have regard 1o any circumstences whereby the operations
are partly carried on for any company by an operating company
whose expenses are reimbursed by those companies

{7) Regulaticns made under this seciion may be of general application for the purposs

of this section and this Part or for a class of arrangement or for a particular application
1o a specific partaership, joint venture, scheme or arangement.

{8) The effect of any regulation made under this section shall not impose a greater burden

274,

2T

of tax upon any company So engaped in any partnershiz, joint venture, scheme or
arrangement than would have been imposed upon that company under this Part, if all
things enjoved done or suffered by such parinership, joint veniure, scheme or
errangement 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.

(1) Where 2 company is being wound up or where in respect of 8 company a receiver
has been appointed by any court, by the holders of any dehentures issued by the
company or otherwise, the company may be assessed and charged 1o tax in the name
of the liquidator of the company, the receiver or any agent in Migeria of the
liquidator or receiver and may be =0 assessed and charged to tax for any accounting
period whether before. during or afier the date of the appointment of the liquidator
or receiver with respect 1o companies income tax and hydrocarbon tax.

{2y Any liquidator, receiver or agent under subsection (1} shall be answerable for
doing the acts required 1o be done by virlue of this Act for the assessment and
charge to tax of the company and for payment of such tax.

(31 A liquidator or receiver under subsection (1) shall not distribute any assel of the
Cumpsny le the shareholders or debenture holders unless e has made provision
for the payment in full of any tax which may be found payable by the company
or by the liquidator, receiver or agent on behalf of the company.

Where a company which s or was engaged in petroleum operations transfers a
substantial part of its assets to any person without having paid any companies income
tax or hydrocarbon 1ax. assessed or charpeable upon the company, foe any accounting
period ending prior 1o 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 campany may be sued for and recovered from that person in @ manner similar
to & suit for any other tax under section 294 of this Act.
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276, Every person answerabie under this Act for the payment of companies income tax or
hydrocarson tax on behalf of & company may retzin out of &ny money in of cComing o
his hands or within his comrol on behalf of such company so much as shall be sufficient
to pay the tax and shall be indemnified apzinst sny person for paviments made by him
in agcordance with this Act.

PART Wi =— APPLICABILITY. ACCOUNTS AND PARTICULARS

277, (1) Every company engaged in upstream petroleum operations related to crude oil shall
lor each accounting period of the company make up accounts of 1ts profits or losses
and prepare the following particulars for the purpese of determining hydrocerbon
tax —

{a) a starement of accounts of its proliis o losses:

{b) computations of its actual adjusted profit or loss and actual
aisessable profits of that period.

() in eonnection with the Fifth Schedule 1o this Aol a schedule
showing —

{1} the residues at the end of thet period in respect of its
assels,

(11} all qualifving petrolevm expenditure incurred by itin
that period.

{iit) 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:

{d) in connection with the Sixth Schedule to this Act a schedule
showing total production allowance from each and every ficld
of its upstream petroleum operations related to crude oil;

(e} a computation of its actual chargeable profits for that period
for the mwo classzs of chargeable profits identified in section
267 (g} and (b} of this Act;

() o statement of amounts repaid, refunded, waived or released to
it. referred to in section 263 (2) of this Act. during that period:

{2) & computation of Its chargeable tax for that perlod and whene
associated gas is baing sold or otherwise delivered through the
measurement paint the methodology wsed 1o determine the

chargeable tax;
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ih) duly completed self-assessment form attested to bv the
principal afficer of the commpany: and

(1) evidence of povment of the final instalment.

{2} Fvery company engaged in upstream petroleum operations related Lo erude oif shall,
with respect to any sccounting period of the company and within five months after
the expiration of that period or within five months afier the effective date of this Act.
whichever is later. deliver o the Service a copy of its accounts, bearing an avditor's
certificate. of that period, in accordance with subsection (1) and copies of the
particulars referred to in subsection (1) relating 10 that period with the copy of the
delivered company accounts and each copy of those particulars. shall. where the
copies arg —

{aj not estimates, contain a declaration signed by authorised
officer af the company or by its liquidator, recéiver or the
agent of the liquidator or receiver. that the same is true and
complete; and

(b} estimates, coniain a declaration. similarly signed, that the
estimate was made 1o the best of the ability of the person
signing same.

{3) Notwithstanding the provisions of this section, every company which is vet w
commence bulk sgles or disposal of chargeable oil, shall file with the Service its
audited nceounts and retums —

{m) within 1§ months from the dawe of its incorporation. in the
case of a newly incorporated company: and

(b} within five months after sny period ending on 3lm
December. in the case of any other company. provided that
where there 5 an interval between 31st December of the
preceding year and the date on which the company
commences the bulk sale or disposal of chargeable oil,
natural gas or condensate. the interval shall be deemed 10
form part of the preceding period.

(4] A compeny which fails 1o commply with subsection (2} or (3) is liable to pay as penalty
for late filing —

(8} MW10.000.000 on the first dav the faflure occurs and
W2.000,000 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 Gazetie.



278, The Servize mas give notice in writing 1o any company engeged in upstream petroleem  Fower of the Senice (o
operations related to crude oil g the Service may deem necessary reguiring the rr;“‘:l“'ﬁ':‘f
company 10 furnish further information. within reasonable time as may be specified, in
relation wany matter referred 10 in section 277 of this Act or any other maner which
the Service may consider necessany for the purpose of this Act.

279, {1} For the purpose of obtaining informetion [n respect of any company's upstream  Power o call fr retums

petroleum operations related 1o crude oil, the Service may give notice (o a company e

requiring it within a period nol less than 21 days from the date of service of the

natice. 10 complete and deliver o the Serviee any informaion called for in such

notice and in addition or alternatively requiring an zuthorised representative of

such zompany or its liquidetor. receiver or the agent of such liquidator or receiver.

1o anend belore the Sarvice or ils authorised represeniative on the date ar dates a5

may be specified in the notice and to produce for examination anmy books.

documents. accounts and particulars which the Service may deem necessary.

{2} Where a company assessable to hydrocarbon tax under the provisions of this Act
fails or refuses to keep books or sccounts which. m the opinion af the Service are
adequate for the purpose of ascertaining the tax. the Service may by notice n
writing require it to keep such records, books and accounts &s the Service considers
o be adequate in a orm 2nd in a language as the Service may direct and the
company shall keep the records. books and accounts as directed.

(3) An appeal shall lie from any direction of the Service made under this section to the
Tax Appeal Tribunal,

280. (1) Not leter than two months after the commencement of each accounting period of  Retuns of estimated tax,
any company engaged in upsiream 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
s estimated pssessnhle profire of that period;

(b} in connection with the Fifth Schedule o this Act, a schedule Fifth Schedule.
showing —

{1} the =stimated re<idues ar the end of that pericd in
regpect of [t assets,

(ii} all =stimated qualifving petroleum expenditure
incursed by it in that period.

(i) the values of any of its assets, estimated by
referemces to the provisions of that schedule, to be

disposed of in that period, and

{iv]) the allowences due 1o i under that schedule for
that period.



{e) in connection with the Sixth Schedule to this Act, a schedule
showing estimaed total production allowance from all its
upsiream petroieum operations related to crsde oii on field by
field basis:

(di 8 computation of its estimated chargeable peefits of that
period: and

(e} a computation of its estimated tax for that period.

{11 Where, a1 any time durng the accounting period, there is a change in price. cost or
volume, the company shall submit further retums on & monthle basis comaiming s
revised estimated tax for such period.

{3) Where the further retumns provided for under subsection [2) is not made, the Service
shall impose interest at the prevailing LIBOR or any other suctessor rate plus 0%
points for the differential of the revised tax over the estimated tax paid by the
company.

(4) Every return made by a company engagad in upstream petrolesm operations related
to crude oil in felfilment of the provisions of this section shall be subject to review
and validation by the Service,

{5) Where a company does not provide the estimates under subsection (1) and (2}, the
Service shall heve the right 10 determine such estimates on the best of judgment basis
and impose same on the company.

[6) A company which fails to comply with subsection { 1) is liable to pay as penalty for
late filing —

{a) ™10,000.000 on the first dav the failure occurs and
W2, 000.000 for sach and every subsequent day in which the
farlure continues; or

{b) other sum as may be prescribed by the Minister of Finance by
order published in the Federal Government Gazetie,

281, Where it is shown by any company to the sutisfaction of the Service they for some good
reason, the company is not able to comply with section 277 of this Act within the time
limited by that section o- any notice given 1o it under section 278 or 279 of this Act.
within the time limited by any such notice, the Service muy grant in writing such
extension of that time as the Service may consider necessary.

282, (1) The Service shall proceed 1o assess & company with the hydrocarbon tax for any
accounting period of the company immediately afler the expiration of the time

allowed 1o such company for the delivery of self-assessment provided fior in section
277 of this Actl.

{2} Whers a company has delivered & seif-assessment for eny accounting period of the
company, the Service may —
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{a) accept the seif-gssessment: or

ib) refise 10 accept the self-assessment and procoed as provided
in subsection (3) upon any failurs as mentioned and the like
conscquences shelt ensue,

{3} Where. for any accounting period. a company files a elf-assessment which was
rejected by the Service or has failed to file sell-assessment ay provided in section
277 of this Act within the time limited by that sevtion or has failed 10 comply with
any notice given to it under section 278 or 279 of this Act within the time specified
in such notice or within any extended time provided i section 281 of this Act. and
the Serviee is of the opinion that the ccmpany is liable 10 pay hydrocarbon tax, the
Service may estimate the amount of the tex 1 be paid by the company for that
accounting period and make an assessment accordingly. provided that —

() the assagsment shall not affect any liability otherwise incurred
by such company by reason of its filure or neglect to deliver
the accounms and paricwlars or 1o comply with the notces,
and

{b) nathing in this subsection shall affect the right of the Service
1o make any additional assessment under the provisions of
seciion 283 of this Act,

283, (1) Where the Service discovers or is of the opinion at any time that, with respect to
any company liable to hyvdrocarbon 1ax, 1y has nol beén charged and assessed upon
the company or has been charged and assessed upon the company 2t an amount less
than that which cught 1o have been assessed and charged for any accounting period
of the company. the Service may within 5ix years afier the expiration of that
accounting period —

fa) assess the compary. 85 often as may be necessary, with ax for
that sccounting period a1 such amount or additionzl amount as
in the opinion of the Service ought to have been charged and
pasessed; and

{b) may muke anv consequential revision of the 18+ charged or to
be charged for any subsequent accounting period of the
COMpEany.,

(2) Where a revision under subsection (1) resulis in a greater amount of rax to be charged
than has been charged or would otherwise be charged, an additional assessment or 8n
assessment for any such subsequent accounting period shall be made and the
provisions of this Act as 1o notice of assessment, objection, appeal and other
proceedings under this Act shall apply to any such assessment or additional
assessment amd 10 the tax charped.

{3} For the purpase of computing under subsection (1) the amount or the additional
amount of tax for any accounting peried of a company which ought to have been

idliionn sssessmenis.



charged, all relevant facts consistent with section 289 (4) of this Act shall be taken
inte account even though it is not known when any previous essessment or additional

assessment on the company for thet accounting period was mads or could have been
made.

{4) Nowwithsianding the provisions of thiz 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 s
often as may be necessary. assess the company on such amount as may be necessary
for the purpose of recovering any loss of tax atiributable o fraud, willful deisult or
neglect,

284, (1) Aszessments of hvdrocarbon 1ax shall be made in such form and 10 sech manner a5
the Service shall autharise and shall contain the —

(@) names and addresses of the companies assessed 1o ax or of
the persons in whose names any companies have been
assessed 10 tax. provided that the names of the repreésented
companies are indicated: and

(b} particular accournting period and the amoumt of the
chargeable profis and chargeable 1ax for that period, in the
case af each company for each of its accounting penods.

(2) When any &ssessment is to be amended or revised. a form of amended or revised
assessment shall be made in & manner similar o that in which the original of that

assessment wag made under subsection (1) showing the amended or revised amount
of the chargeable profits and chargeable o,

i3) A copy of each assessment and of each amended or revised assessment shall be filed
in & list which shail constitute the assessment list for the purpase of this AcL.

283. (1} The Service shall cause to be served personally on o sent by courier to & company
which 15 lisble o hyvdrocarbon tax under this Act. by way of #n additional
assessment or an assessment by the Service, a notice of assessment stating the —

{a) accounting period and the amount of its chargeabie protits and
chnrgenble tax assessed and charged upon the company.

(b} place at which pzvment of the tax should be made; and
{¢) rAghts of the company under subsection (2).

{2) Where any person in whose name an asséssment was mbde in accordancs with thie
Act, disputes the assessment. the person may apply o the Service by natice of
objection in writing, to review and revise the assessment made on him and the
application shall be made within 30 days from the date of service of the notice of
the assessment. stating the amount of chargeable —
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{a) profits of the company of the accounting period in respect of
which the assessment is made; and

(b} and the s which such person claims should be stated on
the notice of assessment.

{3) The Service, upan being satisfied that due to absence from Nigeria, sickness or other
reasonable cause. the person in whose name the assessment was made was prevented
(rom making the application within such period of 30 days. shall extend the period as
may be reasoneble in the circumstances,

{4} After receipt of & notice of objection referred o In subssction (2). the Service may
within such time and place as it shall spectfy. require —

(a) the person giving the notice of objection 1o furnigh such
particiiars as the Service may deem necessary; end

{b) any other person. by notice. to give evidence orally or in writing
in respect of any matter necessary for the ascertsinment of the
hydrocarbon tax payable and the Service may further require that
whare such evidence is given —

(i) arally, it shall be given en cath. and
{ii} in writing, &t shall be given by affidavit.

{3} In the event of any person assessed who has objected to an assessment made upon
him agreeing with the Service as to the amount of 1ax liable w0 be asessed, the
assessment shell be amended secordingly and notice of the tax payable shall be

served upon the person

{6} Where an applicant for revision under subsection (2] fails 1o agree with the Service
on the amount of the hydrocarbon tax. the Service shall give such applicant notice of
refusi] to amend the assessiment as desired by the applicant or may revize the
assessment to such amount as the Service may determine and give the applicant
netice of the revised assessment and tax payable, together with notice of refusal 1o
any subsequent raquest to amend the revision and, whers necessary, any reference in
this Act to an assessment or additiona’ assessment shall be treated as a refererce to
an assessment or additional sssessment as revised under the provisions of this
subzection.

2858, (1) An assessment, warrant or other proceeding purporting to be made in accordance
with this Act shall not be quashed or deemed ta be vaid ar voidable for want of form
or be affected by reason of a mistake, defect or amissicn, if the —

{a) substance and effect of the assessment is in conformity with
the provisions of this Act; and

ib) company essessed or intended to be assessed or affected iz
designated according to commen intent and understanding.

Errors and defesis i
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{2) An assessment shall not be invalidaied or affected by reason of —
{a}a misEaie as Lo the =——

{1) name of a company liable or of @ person in whose name
a company is agsessed. or

(i) amount of the tax: or

{b) anv variance betwesn the aszezzment and the notice, if in
cases of assessmenl. the noties be duly senved on the
company intended to be assessed or on the persen in whose
name the assessmen! was 10 be made on & company., gnd such
notice containg. in substance and effect, the particulars on
which the assessment is made.

287. Motwithstanding amything to the contrary in any law — Tux comiputation.

{2} all hydrocarbon 1ax computation made under this Act shall be
i US Dollars; and

(b any assessment made under section 284 of this Act shall be in
US Doliars,

PART VIl — APPEALS
288. Any Company or tax payer, who does not agree with an assessment made under section  Appeals to Tax Appeal

283 (6) of this Act, may eppeal against the assessment (o the Tax Appeal Tribunal
established under the provisions of section 59 of the Federal Inland Revenue Service

(Establishment) Act. At N, 13, 2007,
J89. (1) Where — mmmbe Tl

{a) no valid objection or appeal has been lodged within the time
limited by section 285 of this Act or the rules of the relevant
tribunal or court. as the case may be. against an assessment as
regamds the amount of the hydrocarbon tax assessad,

(13} the amount of the tax has been agreed to under section 285 (5)
of this Azt or

(c) the amount of the tax hes been determined on cbjection or
revision under section 283 (6) of this Act or on appeal.

the asgesement as made, agreed to, revised or determined on appeal, s the case
may be. shall be fingl and conclusive for gll purposes of this Act as regards the
amount of such 1ax.

r T T



{2} Where the full amount of the tax in respect of the final and conelusive essessment
under subsection (1} is pot paid within the appropriate period or periods prescribed in
this Acl the provisions relating to the recovery of tax and to any penalty under section
292 of this Act, shall apply 10 the collection and recovery. subject only o the set-off
of the amount of any tax repayable under any claiim, made under any provision of this
Act, which has been agreed 1o by the Service or determined on an appeal against a
refusal to admit any such claim.

(3) Where an assessment kas become final and conclusive, any tax overpaid shall be
repald or reated as credit in favour of the assessed parmy.

{4} Mothing in section 283 of this Act or in this Chapter shall prevent the Service from
making any assessment or additional assessment 0 hydrocarbon ax for any
accounting peried which does not involve re-opening any Issue on the ame facts
which has been determined for thar accounting period. under section 285 (5) and (6}
of this Act by agreement or atherwise or on appeal,

PART VIl — COLLECTION, RECOVERY AND REPAYMENT OF TAX

2590. Collection of hydrocarban tax shall. in cases where notice of an objection oc an appeal  procedure in cases where
has been given, remain in abeyance and any pending proceedings for any payment in  ohiection er appeal s
instalment shall be stayed until the ohjection or appeal is determined but the Service ™"
may in any such case, enforce payment of that portion ol tax which is nat in dispute
by an application 1o the tnbunal or court. as the case may be.

291, (1) Subjest to section 280 of this Act, hydrocarbon tax for any sccounting period shall  Timwe williin which
be payvable in equal monthly instalments together with a final instalment as petymes is 1o be made,
provided in subsection (4).

{2) The first monthly payment shall be due and payzble not later than the third month
of the accounting period &nd shall be in an amount equal to one-twelfth or where
the accounting period is less than & vear. 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 this Aet.

(3) Each of the remainder of manthly payments fo be made subseqeent to the payment
under subsection {2} shall be due and pavable not later then the last day of the
manth in issue and shall be in &n amount equal to the amount of tax estimatad 1o
be chargeable for such period by reference to the latest returns submined by the
company in accordance with section 280 (1} of this Act less so much as has alread)
been paid for such accounting period divided by the number of such of the moathly
payments remaining to be made in respect of such accounting period.

{4} A final instalment of tax shall be due and payable cn or before the due date of filing
of the self-assessment of 1ax for such avcounting perivd and shall be the amount of

the tax assessed for that accounting pericd less s0 much as has already been paid
under subsections (2Yand [3).



(53 Any instalmen:s on account of tax estmated to be chergeable shall be treated as
hydrocarbon rax charged and assessed for the purposes of sections 292 and 294 of
this Aci.

292, (1} Where any hydrocarbon tax or any instalment of 1ax due and payable is not paid
within the appropriate time limit prescribed in section 291 of this Act —

{a}a sun equel to 0% of the amount of the 1ax payable shall be
added and the provisions of the Act relating o the collection
and recovery of wx shall apply to the collection and recoveny
af such siem:

{b) the mx due shall incur interest at the prevailing LIBOR or
any successor rate. plus 10% from the date when the tax
becomes payable until it is paid and the provisions of this Act
relating to collection and recovery of x shall apply 10 the
cotlection and recovery of the interest:

(c) the Service shall serve a demard nolice upon the company
or person in whose name a tax is chargeable and if payment
is ot made within one month from the dete of the service of
the demand notice, the Service may proceed w enforce
payiment under this Act; and

(d} an addition imposed under this subsection shall not be
desmed to be part of the tax paid for the purpose of claiming
relief under any of the provisions of this Act,

{2} Any person who without lawlul justification or excuse fails to pay hydrocarbon tax
within the period of ane month prescribed in subsection (1) (¢). commits an offence
under this Act and the provisions of subssction (1) {a} 1o () 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 subssction (1.

293, (1) Where payment of hydrocarbon tax in whole or in part hag been held in abeyance
pending the result of & notice of objection or of appeal, the 1av outstanding under
the assessment as detesmined on such objection or appeal, a¢ the case may be, shall
be payable within one month from the date of service on the company sssessed or
on thz person in whose name the company is assessed, of the notification ol Lthe tax
peyable by the Service ar Tribunal,

{2y Where such balance is not paid within ose month, section 292 of this Act shall apply.

204, (1) Hvdrocarbon tax may be sued for and recovered in a coun of competant jurisdiction
at the place st which sayment shall be made by the Service.

{2} In any suit under subszction { 1)y the production of o certificate signed by any person
duly suthorised by the Service giving the name and address of the defendant and

Penally forf nanepayiment
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the amaunt of tax due by the defendant ghall be sufficient evidence of the amount
due.

295, (1) Where o persen who las paid hydrocarbon tax foran eecounting period alkeges that
any assessment made upon him or in his name for that peniod, was excessive by
resson of some error or mistake in the accounts, particulars or other written
information supplied by him ta the Service for the purpose of the assessment, that
person may. not kater than six vears afier the end of the accounting period in respect
of which the assessment was made, make an application in writing to the Service

in) for a relief: ar

{b) o set-off the credit apainst the ligbility of & similar tax
payable 1o the Sarvice.

{2) On réceiving an application under subsection {1). the Service shall inquire nto it
and subject to the previsions of this section shall by way of repayment of 1|mx give
such relief or approve the set-off in respect of the ermor or mistake as appears (G ihe
Service 10 be reasonable and just.

(3) A relief 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 accoums, particulars or information was in fact made or given on the basis or
in aczordance with the practice of the Service penerally 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 w
all the relevant circumstances of the case and in particular shall consider whether
the granting of relief would result in the exclusion from charge to tax of any pan
af the chargeable profits of the applicent and for this purpose. the Service may take
into consideration the liability of the applicant and agsessments made vpon him
respect of other years,

Baliel In revpesd of ermoer
or mistake.

296, (1) Except as otherwise expressly provided in this Act. 2 claim for the repayment of  Repeyment aliay,

any hydrocarbon tax overpaid shall not be allowed unless it is made in writing
within six vears next afier the end of the aceauniing neriod to which i relates,

{2) The Service shall cause to ba refunded or set-off a1 the option of the applicant upon
presentation of relevant documents evidencing the tax 1o 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 payvment or set-off was made up to the date the refund is made by the
applicani.

PART IX — OFFENCES AND PENALTIES

297. (1) A person who fails to comply with the provisions of this Chapter or any regulation
made under this Act for which no other penalty is specifically provided. shall be

Penalty, Tor dafauls



lable to an administrative penalty of W I0.000.000, and where the default continues
bevond a period stipulsted by this Act or regulation, the person shall be liable 0 a
further administrative penalty of N2.000.000 or such other sum as may by order be
preseribed by the Minister of Finance, for cuch duy the default continues,

{2} Motwithstanding the provisions of subsection (1). a person who is found guilty of
an offence under this Chapter ar in a regulation made under this Aot for which no
other penalty is specifically provided. shall. on conviction. be liable e a fine of
20,000,000 or other sum as may be preseribed by the Minister of Fintnce by an
order and where the offeiee continees bevond a period stipulaied by this Act ur
regulation. the person shall be liable to an additional fine of M2 000,000 or such
other sum as inay. by order. be prescribed by the Minister of Finance for each day
the defeult continues. cr imprisonment lor a term of six months,

(3] A PErson wWhi =

() fanls to comply with the requirements ol a notice sérved on
him under this Chapter:

{b) fails o comply with section 277 of this Act.

() without sufficient cause fails 1o atiend in answer (o & notice
or summons served on him under this Chapter or having
attended fails to answer any question fawfully put to him,
o

{d} fails to submil any return required to be submined under
section 277 or 281 of this Act.

commiis an offence.

{4) Any violation in respect of which a penalty is provided for in subsection (1) shall
he desmed o nceur in Migeria,

298, (1) A person who without reasonable excuse -
Pomaliy for making

) ireare i aotunts.
{a) makes up or causes to be made up BNy INoTect AcCoUNts

v emitting or understating any profits or ove stating any
losses of which he is required under this Actto make up
accounts,

{b) preparss or causes to be prepared any incorrect scheduke or
statement required to be prepared under section 277 of this
Act by overstating any expenditure or oversiating any
rovalbtics 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
infarmation in relation to any matter or thing &ffecting his
lizhility to hydrocarbon tax.



is lizble to an administrative penalty of the sum of W15,000,000 or 1% of the amount
of tax which has been undercharged n consequence of such incoment account.
schedule, staement or information or would have been s undercharged i the
account. schedule. statement or information had been accepied as comrect, and is
also liable for the appropriate tax which would have been charged.

(2} Norwithstanding the provisions of sebsection (1) (c), a person who gives or causes
10 be given any false or micleading information in relation to any matter or thing
affecting his liability to hydrocarbon tax commitz an offence ond an conviction is
hiable 1o a fine of WIS.000.000 or 1% of the amoum of tax which has been
undercharged in consequence of such incorrect account schedule, statement or
informarion, or would have been so underchareed ifthe account. schedule. statement
or information had been accepted as correct and is also liable for the sppropriate
tax which would have been charged.

{3} The Service may compound any offence under this Act by aceepting a sum of money
not exceeding the maximum fine specified for the offence and shall issue an official
receipt for any money o received.

299, (1) A person who — e i
Be atadomonis 6a

lams,
{a) for the purpose of cbiaining any deduction. refund, rebate, "

reduction or repayment in respect of hydrocarbon tax for himsalf
or for any other person or who in any return, account, particulars
or statement made or furnished with reference 1o tax, knowingly
makes any false siatement or Talse representation or forges or
fraudulently alters or uses or fraudulently lends ar allows to be
used by any other person any receipt or token as evidence for
pavment of the tax under this Act: or

{b) aids. abeis. assists. counsels, incites or induces any other person

—

(i} o make or deliver any false return or statement under
this Act,

(i) to keep or prepare any false accounts or particulars
affecting tax, or

(ii1) unlawfully refuses or negiects o pay tax.

commits an offence and is liable on conviction 1o a fine of
W15,000.000 or 1% of the amount of tax for which the person
assessahle is liable under this Act for the accounting period in
respect of or during which the offence was commited, or to
imprisonment for six months or to both the fine and imprisonment
and is miso liable for the appropriate hydrocarbon tax which
wiuld have been assessed and charged.



{2) Notwithstanding the provisions of subsection (1), any person who daes any of the
acts or makes the omissions contained in subsection (1), may be liskle 1o an
administrative penalty of 815,000,000 or 1% of the amoust of hydrocarbon tax for
which the person assessable is liahle ynder this Act for the acesunting perind in
respect of or during which the ect 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 chargad with the administration
of this Act or ary assistant emploved in connection with the
essessment and colbection of the hvdrocarbon tax who —

(i} demands from any person an amount in excess of the
authorised assessmens of the wx pavable,

{ii} withholds for his own use or otherwise any portion of
the amount of tax collecied.

{1ii) renders a false return, whether verbal or m writing of
the amounts of tax collected or received by him, or

(iv) defrauds any person. embezzies any money or
otherwise uses his position to deal wrongfully with
the Service or any other \ndividual; or

(b} nat being authorised under this Act. collects or attempts 1o
callect the tax under this Act,

commits an offence and is liable on conviction toa fine equivalem
1o 200% of the sum in guestion or to imprisonment for & term not
exceeding three vears or to both such fine and imprisonment.

301, The institution of procesdings for or the imposition of a penalty, fine or term of
imprisonment under this Act shall not relieve any person of liabi lity to payment of any
hydrocarbon tax for which be is or may become liable,

FART X — APPLICATION OF COMPANIES INCOME TAX IO PETROLEUM
OPERATIONS

302. (1) Without prejudice to Companies Income Tax Act and any other applicable law. the
provisions of this Act shall apply end any compary. concessionaire. licensee,
lesses. contractor or subcontractor involved in the upstream, midstream or

downsiream petroleum operations under this Act, shall also be subject 1o the
Campanies Income Tax Act.

(2} For the purpose of determining the value of chargeable crude ofl, or chargeable gas.
in relation 10 any sccounfing period. the erude oil end gas revenue of & company for

that period shail be the value of any chargenble oil or chargeable gas adjusted 1o the
measurzment points, based on the —
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(a} proceeds of all chargeable oil or gas sold by the company: and
(b) value of all chargeabie oil or gas disposed by the company.

(3) Subject to sections 142 (23 and 197 (2) of thit Act a person intending to ke involved
in move than one stream. that is upstream. midstream or downstream petroleum
operations shell regisier and use & separate company for cach siream of petroleum
operations under this Act provided thar. for companies with petroleym mining
leases selected under section %3 (6) (b)and (7) () of thiz Aet. no stamp duties snd
capital gains tax shall 2 levied by Government on such segregation,

{4} For sirategic projects in the upstream petroleum operations that seek to produce oil
and natural gas 1o be processed o refined to finished petroleum products. and
supplied in whelesale solely to the domestic market. such projects shall have the
aption o be established as an integrated strategic project (15P), whereby the capital
investment in the associated midstream, petroleum operations as defined under this
Azl, can be consclidated with the upstream petroleum operations for purposes of
tax. and where an ISP option is elected, the following provisions shall apply —

(2} arms-length transfer prices shall be established ta fiscalise the
hydrocerbons  transferred  from  the upsteam  petrubeum

aperations to the midsiream petroizum operations: and

(b} capital investment in the midsiream petrolesm operations
consolidated with upstream petroleum operations cannot he
represented for capital allowances when fiscelising the income
from midstream petroleum operations,

{3} In determining the companies income tax. the hydrocarbon tax under this Act shall
not be dedoctible,

(6} All companies engaged in domestic midstream petroleum operations, downstream
gas operations and large-scale gas utilisation industries as defined in this Act. shall
be eatitied to benefit from the Incentives provided under section 39 of the
Companies Income Tax Act. and imvestors in gas pipeline will be granted an
sdditional tax-free peried of five years at the expiration of the tax-free period
graned in scction 3% of the Compnnies Income Tex Act

(7} Natural gas wansferred or disposed from the upstream to the midstrezm or
downstream shall be subject to tax under the Companies Income Tax Act.,

{8} Natural gas liquids and 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%e with a retention value of 1% in the last vear until the asset is disposed.

{10y Capital allowancss for other assets shall be granted as follows —

Cup. €21, LFX. 2004,
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(8) upsiream petroizum operations assets shall be in accordance
with the Fifth Schedule to this Act: and Fifih Schadule.

(b} midstream and downstream operations shall be in accordance

: Cop €31, LIM. 2004
with the Second Schedule 1o the Companies Income Tax Act.

{11} Secnion 24 of the Companies Income Tax Act shall be read in conjunction with the
following provisions of this Agt —

() 2l renes and royalties the liabilin for which was incurred by
the company during that period in respect of crude oil sold,
condensate sold and natwral gas sold or delivered or disposed
of in any other commercial manner and where 2 petroleam
mining lcase includes payments to the Federztion Account
refated 1o production shering. profit sharing, risk service
contracis or other contractual featurcs and the company hes

incurred liability for such payments and such payments were
made:

(&) any amount contributed to any fund. scheme or arrangement

approved by the Commission or Autharity for the purpose of
providing for —

(i) abandonment and decommissioning,

{ii) petroleum host communities developmen: trust, or
{iil) environmental remediaton: and

(c} other deductions as may be prescribed by the Minisier of

Finance by order published in the Federal Govemment
(azeme.

(12) Section 27 of the Companies Income Tax Act shall be read in conjunction with the = i 2004
following provisions of this Act —

(@) any expenditure for the purchase of infermation relating o the
existence and extent ol petraleum deposits, other than for the

acquisition of geological, geophysical and geachemical data or
information:

() any expenditure incurred a5 a penalty including natural gas flare
fees or any such imposition relating to natural gas Nare;

ic) production bonuses, signature bonuses paid for the aequisition
of. or of rights in or over, petroleum deposits; signature bonuses
or fees paid for renewing petroleun mining lease or petrolenm
prospecting licence or fees paid for essigning rights 1o another
party inciuding for marginal fields: and



{d} any rax inputted into a coniract or an agreament cn a net ta
basis and paid by a company on behall of the vendor or
CONracton

(13) Any company involved in upstream petrolewm operations shall apply the accounting
perinds established for hydrocarbon tax on an actual year basis for its company's
ircome 18X in accordance with sections 277, 280 and 291 of this AcL

(14} Any company involved in upstream petroleum operations that is in default of
subsection { [3} in relation to filing of companies income tax returns. shall be liahle
tex pay & peraliy for late filing as follows —

{a) #10.000.000 cn the first day the failure occurs and ¥2.000,000
for each and every subsegquent day in which the failure
continues: or

(b} other sum as may be prescribed by the Minister of Finance by
arder published in the Federal Government Gazerte,

{15} Offences and penahies specified under Part IX of this Chapter shall be applicable 1o
companies income tax of upstream petrolum companics.

{ 16) The tax due from a company involved in upstreem petroleum operations shall in the
case of —

t@) Naira remiltances, carry inferesi at the prevailing NIBOR plus
10% from the date when the tax becomes payable uniil it is paid,
and

(b} foreign currency remittances. incur interest at the prevailing
LIBOR or any successor rale plus 10% from the date when the
tax becames payable until it is paid.

and the provisions of this Act relating to coliection and recovery of tax shall epply
to the collection and recovery of the interest.

(17) Furthermore upstream petrolewn operations shall be subject 1o the following
prowizions —

(2} where, for any acccunting period of & 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
mertioned in paragraph (b). the company shall be lisble 1o pay an
additional amount of chergeable tax for that period equal to the
difference between those two amounis:

(b) the amount referved to in paragraph (a) is. for any accounting
period of a company, the amount which the chargeable tax for
crude oil or gas lor thet period, calewlated in aceordance with this
section. would come o if the reference in subsection (2) (a) and



(b) to the proceeds of sale or disposal were a reference 1o the
amount obtained by multiplving tire number of basrels of that
crude il or gas determined et the measurement point by the fiscal
ol per barrel or fiscal gas per MMBiu:

(e} for the purpose of paragraph (b), the relevant sum per barrel of
crude oil. condensate or gas per MMBiu by a company is the
fiscal oil price or fiscal gas price applicable to that crude oil or
gas as may be established by the Commission:

{d) the whole of any additional chargesble lax for crude oil or
chargeable ges pavable by a company by virtue of this subsection
for any accounting period shall be payeble concurrently with the
final instalment of the chargeable tax payable for that period:

{2} where there iz no fiscal oil price or fiscal gas price esablished for
a crude oil stream or gas, the Commission shall establish fiscal
oil price or fiscal gas price for such stream and every fiscel oil or
gas price established shall bear a fair and reasonabie relationship

(1) 1o the established liscal vil or gas price of Nigerian crude
ofl streams or gas of comparable quality and specific
gravity. or

{ii) where there are no such Nigerian crude oil streams or gas
of comperable quality and specific grevity it shall bear a
fair and reasonable relationship 1o the official selling
prices at main imernaticnal trading centers for crude oil
or gas of comperable quelity 2nd gravity, due regasd being
had n either case 1o freight differentinis and other
relevant factors; and

(Fy where any crude oil or gas. which in reletion to & particular
company is its chargeable oil or chargeable gas, is exported from
Nigeriz by another company, that crude oil or gas shall for the
purpose of this section be deemed 1o be exported from Nigeria by
that particular company.

PART XI — GENERAL PROVISIONS

303. {1} The provisions of this Act shall not apply 1o holders of an oil prospecting licence eneral apnlication of
or oil mining lease who do not enter into a comversion contract until the this Pan and cier
termination or expiration of the respective oil prospecting licence or oil mining "™
leasa save for the provisions of section 311 and paragraphs 10 and 11 of the
Seventh Schedule to this Act which shall apply io licences and leases awarded to
indigenous Nigerian companies on a sole risk basis under the Petroleum Act, on
which the Governmant has successfully exercised its back-in rights prior to the

effective date of this Act but any renewal of an oil mining lease shall be based on
this Act,

Soventh Schedale.
Cap 1M10, LFS. 2004,



{2) The fiscal provisions of this Act are the hase terms that are applicable and the
Commassion may under section 74 (2) of this Act zonduct a licensing round
wherehy the hid parameter is a higher povalty, profit ofl shore ar sther fseal

features in order o ensure that the Government receives the full market valve for
each block.

3. (1) Where matters relate 10 hydrocarbon tax and companies income tax, the Minister Regulations. rules and
of Finance may make regulations for the carrying out of the provisions of this Act
end the Service may make rules and specify the form of returns, claims, smtements
and notices under this Act.

{2} Where maiters relate to fees. rents. rovalties 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 this Act

(3) Where matters relate to the environment. the Commission and Authority shall have
responsipility over all environmental matiers in respect of upstream petroleum
operations and midsiream and downstream respectively except in relation 10
environmental impact assessment which shall be In accordance with applicable
laws,

303. Fiscal suiabilisation clauses contsined in any production shering contragt or other Fiscal sahilision.
contract entered into afier the commencement of this Act ghall not be applicable 1o the
fiscal provisions listed in this section. regardless of whether these changes affect the
contractor favorably or unfavorably, if changes are being made in a manner that is not

diseriminatory to the pewoleum industry or the comractor and the respective fiscal
provisions are —

(a} generally applicable taxes. such as withholding taxes,
companies income tax, tertiary education tax and VAT

ib) levies, taxes or peyments to comply with modem principles in
respect of environment. labour laws. health and safety: and

(c) mew taxes. levies or duties 1o implemenm Migearia's
commiiments with respect 1o climate change under the United
paations Framework Convention on Climate Change and
other related Inlgrnational agreements.

306. All production of petroleum. including production tests shall be subject to rovalties a5 goyalis
pravided in the Seventh Schedule to this Act Soventh Schedule.

CHAPTER 5 — MISCELLANEOUS PROVISIONS

307, (1} The provisions of the Public Officers Protection Act shall apply in relation to 60y Legal procestings.
suit instituted againsi the Commission or the Authority, the Commission Chief
Executive or the Authority Chief Executive, anv commissioner or director, officer =70 P4 LFR.2004,
or emplovee of the Commission or Authority,



(2} No sctien. claim. procesding or suit shall lie or be commenced sgainst the
Commission or the Authority. the Commission Chief Executive or Autharity Chief
Executive, any commissioner or director or any other emploves or officer of the
Commission or Authority. for eny set done, atiempted to be done or oniitted to be
done under this Act or any other law orenactment or of any public duty or authority
n respect of any alleged neglect or dedfault in the execution of this Act or any other
law or enactment. duty or authority or be instituted in any court unless it is
commenced within three months afier the accrual of any ¢puse of action in respec
of any such act, neglect or default and provided such act or omission was not done

in good faith.

308. (19 A suil shall not be commenced against the Commission or Authority or any officer  Pre-action aorjee,
of the Commission or Autherity, before the expiration of a peried of ane month
afier & written notice of the intention to cammence the suit has been served an the
Commission or the Authority,

(2) The notice referred to in subsection (1) shall state the cause ol action. the particulars
of claim. the name and address of the claimant and the reliefs sought

(3) A notice. summaons of other document required or authorised 1o be served on fhe
Commission or Authority under this Act or any other law or enactmeri. may be
served by delivering it to the office of the Commission Chief Executive or the
Autharity Chief Executive,

(4) An order for execution or attachment of any property of the Commission ar
Authority shall not be izsued unless o three months' notice of the intention to
commence execution process has been given to the Cammission or Authority,

309. Subject to the Constitution of the Federal Republic of Nigeria, 1999, upon the Creaseqeential
commencement of this Act, where the provisions of any other enactment or law except  2Menements.
the Nigena Oil and Gas Industry Content Development Act are inconsisteat with the Cap. 23, LFK, 303,
provisions of this Act, the provisions of this Act ghall prevail and the provisions of that
other enactinent or law shall. to the extent of that inconsistency, be void in relation 1o Act Ne-2. 2000,
matters provided for in this Act,

310. {1} From the effective date of this Act the following ensctments and regulations are  Repeals
repealed —

(8} Associsted Gas Reinjection Act, 1979, Cap. A25, Laws of the
Federation of Nigena, 2004, and its Amendments;

{b} Hydrocarbon Oil Refineries Act Mo, 17 of 1963, Cap. HS, Laws
of the Federation of Nigeriz, 2004:

ie) Mator Spirits (Returns) Act, Cap. M20, Laws of the Federrion
of Migeria, 2004

(d) Nigerian National Petroleum Corporsation (Projects) Act No, 94
of 1993, Cap. N124, Laws of the Federation of Nigeria, 2004:



{2} Nigerian National Perroleum Corporation Act (NNPC) 1977 No.
33, Cap, N123, Laws of the Federation of Nigeria as amended.
when NNPU ceases 1o exist under section 54 (3) of this Act:

{f} Petroleum Products Pricing Regulatory Agency (Estsbliishment)
Act Mo, 8 2003

lg} upon the completion of the conversion process under section 92,
the Petroleum Profit Tax Act, Cap. P13, LFN, 2004, provided the
repezl shall apply from the effective date 10 any new acreage
gramed under this Act: and

{h} upon the completion 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 date to any new acreage pranted under this Act,

(2) With respect to the Petroleum Equalisation Fend, the Authority as of the Effective
Date shall be in charge of —

(a} the collection of net surplus revenues from ol iriarketing
companies shall cease, except for the cullection of unpald net
surplus revenues eamed prior to the effective date; and

(b) the payment for reimbursements to oil marketing companies shall
cease, excepl for possible remaining payment obligations
incurred prior 1o the effective date.

{3) Where the Petroleum Egualisation Fund is insufficient o 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 pavables, provided that where the
Petraleum Equalisation Fund is in & deficit, the proration shall be zera, and oil
marketing companies shall have no claim es 1o further cutstanding amouss,

{4} Any amounl remaining in the Petroleum Equalisation Fund afier the campletion of
the transactions under subsections (2) (a), (b) and (3) shall be transferred o the
Midstream and Downstream Gas Infrastructure Fund.

L1 (1) Any Act subsidiary legisiation or regulation, guideline, directive and order made  Soving provisiane
under any principal legislation repealed or amended by this Act, shall, in g0 far as
it is mot inconsistent with this Act, continue in foree mntaris mdandis as if they had
been issued by the Commission or Awtharity under this Act until revoked or
replaced by an amendment to this Act or by subsidiary legislation made under this
Act and shall be deemed for all purposes to have been made under this Act.

(2} Any oil prospecting licence or oil mining lease pranted under the Perroleum Act, Cap P10 LEN, 2004,
that is subsisting as at the effective date of this Act shall continue to have effect,
subject to the following terms and conditions —



(@) with respect to renewed leases renegotisied production
sharing contracis within the period specified in this saction,
the following conditions shall app:y. -

{i) where negotiations of the contracts are continuing upon
the effective date of this Act. such contracts shall be
signed within one year of the effective date and in the
event of failure to complete the negotiations within one
yvear of the effective dxe, such contract shall be
deemed ta confivrm o the provisions of this Act a1 the
expiration of the lease.

{ii} where the contracis were or are signed by NNPC, the
leases shall be assigned o NNPC Limited without
prior approvel of the contractar and NNPC Limited
shall continue its role as coneessionaire under such
leases. NNPC shell by writlen notice notify the
contractor of such assignment.

{iif} the renewsed lesses renegotiated production sharing
coniracis. shall not feature any investment tax credits
enless such investment tax credits are carried forwaed
as part of @ rencgotiation of a production sharing
contract within the period specified in this section and
shall feature a cost oil limit of not more than 60% of
the iodal oil production, & minimum of 35% haircut on
disputed amount and for the purpose of determining
the profit o1l share based on cumulative production, the
procuction from the total production of all production
areas selected under seetion 93 of the Act shall be used,

{iv} the contracts and beases shall continue to be subject o
the legislation under subsection {9), provided that such
leases shall be subject 1o section 93 of this Act and in
this respect the conversion date for the purpose of the
interpretation of section 93 of this Act shall be the
signing date of such renegotiated production sharing
contracts, and

v} upon expiration or termingtions, the leases and
renegotieled production sharing contracts can only be
renewed on the basis of the provisions of this Act:

ik} any oil prospecting licence and oil mining lease that is being
converied shall be converled under section 92 (1)-{5) and (T}
af this Act:

{c} with respect to other oil prospecting licences and il mining
leases that do not wish to convert under section 92 (8], section
303 (2} of this Act and subsection (9) of this section shall




apply and the domestic gas price thal is the apalicable gas
prices established prior to the effective date of this Act and
for licence and leases awarded to indigenous Nigerian
companies on a sole risk basis under the Petrolenm Act on
which the Government has successfully exercised i1s back-in
rights pricr to the effective date of this Act, section 92 (5) of
this Act shall apply save for the royaliy which shall be 0% per
field for the period of five vears from the date of
commencement of the field production including all relesant
aconunting period prior 1o the effective date and section 311
{9) (d} of this Act any Act, subsidiary legislation or
regulation. guideline. directive or order saved under this Act
shall be deemed amended accordingly: and

(d) contractors of NNPC. ofl prospecting licences and oil mining
leases shall be subject to sections 232 and 233 of this Act,

{3} Any ather licence. lease. certificate. awthority or permit which was issucd by the

Department of Petrolesm Resources, Petroleum Products Pricing and Regulaiory
Agency or Petroleum Equalisation Fund. s the case may be and which had effect
immediately belore the effective date shall continue 1o have effect. muiaris muiandis.,
for the remainder of its period of validity as if it lsd been issued by the Commission
ar Autharity.

(4} Any tariff. price. levy. or surcharge which was payabie to the Department of

Petroleum Resources, Petroleum Products Pricing and Regulstory Agency or
Petroleum Equalisation Fund prior o the effective date shall continue in force until
the expiration of the term of the sabd 1wniff, price. levy, or surcharge. or wntil
alemnative provisions are made under this Act or any reguiations made under i,
whichever is earlier.

(3) Pending the decision of the Authority under sections 123 (6) and 174 {6) of this Act,

the existing licence. permit or right shall continue in force as if it had been issued
under this AcwL

{6} Any other permit or other right in respect of any secter of the petroleum industry to

which subsections (2). (3} and (4) do not apply and that has been granted by the
Deperunent of Fetroleam Resources. Petroleum Pricing and Product Reguiatory
Agency or Petroleum Equalisation Fund, as the case may be, and which is still in
existence on the effective date, shall continue in force for the remainder of its
duration as if it had been issued under this Act

{T) With respect to subsection (4). any payments under Chapter 2 of this Act shall be

applicable to the respective licensees and holders of permits and rights.

(8} Within three months from the effective date, the Minister of Petrcleum on the advice

of the Commission or Authority, may make any further transitional and savings
provisions that ere necessary or desirable. provided that such provisions are
consisient with the transitional and savings provisions in this Act

Cup. 1M10. LFN 204,



{%) Notwithsianding the provisions of section 310 of this Act, the following laws shall
be saved until the lermination or expiration of all oil prospecting licences and oil
mining leases under subsection (2) (c) -

{a} Petraleum Act Cap. P10, Laws of the Federation of Nigera
2004

() Petrolewm Profit Tax Act. Cap. P13, Laws of the Federation
of Migeria. Z004:

{c) ©il Pipelines Act Cap. 07, Laws of the Federation of Nigeria.
2004 and any subsidiary legislation shall. in so [ar as it is
consistent with this Act, remain in operation until it is repealed
or revoked end shall be deemed for all purposes to have been
made under this Act;

(d) Deep Offshore ard Inland Basin Production Sharing Contracts
Act. Cap. D3. Laws of the Federation of Nigeria, 2004 and its
Amendment: and

e} any other law or regulaiions that are consistent with the
principles of section 92 {6) of this Act.

{ 10} Subject to sections 123 (§) and 174 (6) of this Act, parties to gas sales agreements
reated to domestic sales or exponts emiered into prior 1o the effective date shall be
entitled to continue such agreements unalered until the termination of such
agreements, provided, however, that such agreements shall be submitied for review
to the Authority and the Commission and where so crdered by the Auathority or
Commigsion. as the case may be, amendments shall be mode in such sgreements
1o comply with the Act.

312, {1) The Commission shall be vested with all assets. funds, resources and other movable

and immovahle properiies which immediately before the effective date were held
by the Petroleum Inspectorste or the Depariment of Petralewn Resources.

(2) The rights. interests, obligations and hiabilities of the Petroleum Inspectorate and
Depariment of Petroleum Resources existing immediately before the effective date
under any contract or instrument o1 law or in equity are assigned 1o 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 as fully
and effectively as if instead of the Petroleum Inspectorate or Department of

Peroieum Resources the Commission had been named thersin ar had been party
theretin.

{4) The Commission shall be subject wo all the obligations and liabilities to which the

Petroleum [nspectoratz and Depariment of Petrolcum Resources were subiect
imimediately before the effective date and all other persens shall as from the

effective date have the same rights, powers and remedies against the Commission
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as they had against the Petroleum Inspectormte or Department of Petroleum
Resources immediately before the effective date.

313, (1) The Authoerry shall be vested with all assets, funds, resaurees and othér movahle
and immaovable properties, which immediately before the effective date were held
by the Petroleum Pricing and Product Regulatory Agency. the Petroleum
Equalisation Fund (Managernent Board) and the relevant asseis, funds, resources
and other movable and immovable properties held by Department of Petroleum
Respurces, the Petroleum Pricing and Product Regulatory Agency. and the
Petroleurn Equalisation Fund {Manzgement Board).

{2) The rights. interests, obligaiions and fabilities of 1he Department of Petroleum
Resources. the Petroleum Pricing and Produce Regulatory Agency. and the
Perroleum Equalisation Fund {Menagement Board) existing immediately before the
effective date under apy contrazt or instrument or law or in equity are assigned to
and vested in the Authority.

{3} Any contract or instrament covered by subsection (2) shall be of the same Tores
gnd effect sgainst or in favour of the Authority and shall be enforceable as fully and
effectively as if 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 thereta,

(4} The Authority shall be subject 1o all the obligations and liabilities to which the
Petrolewn Pricing and Product Regulatory Agency, the Petroleum Equalisation
Fund (Management Board) and the relevant divisions of Department of Patraléum
Resources. were subject immediately before the effective date and all other persons
shall as from the effective date have the same rights, powers and remedies against
the Aathority as they had against the Petroleum Pricing and Product Regulatory
Agency, the Petroleum Equalisation Fund (Management Board) and the relevam

divisions of Depertment of Petraleum Resources immediately before the effective
date,

14, (l) From the effective date, employees in the relevant divisions in the Petroleum
Inspectorate or the Department of Petroleums Resources shall be emplovees of the
Commission on terms 0 less favourable to those in effect immediately prior to such
transfer, and all years of service with the Petralevm Inspectorate or the Department
ol Petroleum Resmirces. as applicable. shall be deemad 10 be vears of service
qualifying for employment-related entitlements under any applicable law

(2} The Commission shall assume gnd continue to fulfil all stamutory abligations in
respect of pension schemes (0 which the Petrolewm Inspectoraie or the Department
of Petroleum Resources, as applicable. was obliged in respect of its employees, prior
to the effective date.

(3} Fram the effective date, employees in the relevant divisions of the Deperiment of
Petrolewm Resources. the Petroleum Pricing and Product Reguletory Agency, and
the Petroleum Equalisation Fund (Maragement Board), shall be emplovees of the
Authority on terms no less favourable to these in effiect immediately prior 10 the
effective date. and all vears of service with the Department of Petroleum Resources.
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the Parpleun Pricing amd Product Regulatory Agency or the Petroleum
Equalisstion Fund {(Management Board). as applicable. shall be deemed to be years
of service qualifying for employment-related entitlements under any applicable law,

{4) The Authority shall assume and continue to fulfil all stantory obligations in respect
of pension schemes to which the Department of Petroleum Resaurces. the
Petroleum Pricing and Product Regulatory Agency and the Petroleum Equelisarion
Fund {Management Beard), as applicable, was obliged in respect of its employees,
prior to the effective date,

313, As pan of the implementation process of sections 313 and 37 of this Act, the Minister
may within 24 months of she effective date cause an inter-agency transfer of any staff
of the inaitutions listed below to the Commission. the Authority or NNPC Limited
based on skills and competence requirements of the new institutions, if the skills and

competence of the said staiT are most suitakle in any of the successor institutions during
the implementation process —

(a) Department of Petroleum Resources:

{b) MNigerian National Petroleum Corporation and any of its
subsidiaries;

(¢} Petrolewm Equalisation Fund:
{d} Petroleum Inspectorate; and
(e} Petraleum Products Pricing and Regulstory Authoriry.

316, {1) Every settlor shall trensfer any existing host communities developmenl project or
scheme under its corporate social responsibility or memorandum of understanding
or any other agreement 1o-a host communities development trust established under
this Azt

{2} Every applicable settler shall notify the Commission or Autheority, as the case may
be, upon completion aof any transler under subsection (1) 1o any one or more kost
communities devefopment trusts of any of s existing host communities
development projects or schemes,

{3} Any financial contribution made by a senlor fram the effective date until the date
falling 12 months after the effective dase to any ongoing host communitics
development project or scheme in accordance with their terms, shall be deemed 1o
constilute a contribution made by such holder or holder namines under section 240
{2) afthis Act

317, (1) Anything made or done, or having effect as if made or done. before the cffeetive
dete of this Act undsr or pursuant to any provision of the Petroleum Act, the
Petroleum Profit Tax Act and the Deep Oifshore 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 10
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it. shall be treated ang for all purposes shall have effect as if it were made or done
by the Service under the corresponding provisions of this Act.

{23 All ruies. orders, notices or other subsidisry legistation made under the Petrnleum
Acl. the Petrolesm Profits Tax Act and the Deep Offshore and Inland Basin
Production Sharing Contract Act shall continue 10 have effect as if made under the
carresponding provisions of this Act.

{3) All references in any other enactment to provisions ol the Petroleum Act the
Perrofeum Profits Tax Act and the Deep Oifshore and Inlend Busin Production
Sharing Conwract Act shall be conswrued as relerences 10 the cormesponding
provisians of this AcL

(=} With respect 1o petroleum mining leasas selected under section 93 (6) (b) and (7)
ib} ofthis Act, 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 allowances relate to upstream petroleum operations and do not include
invesiment tax allowanzes and investment tax credits,

(5 Subject to section 303 (1) of this Act, the provisions of Chapler 4, Pasts [l and X of

this Act shall apply upon the commencement of the first sccounting period following
the effective date.

(&) From the effective date. the Government on behalf of the Federation may request
the services of NNPC Limited as supplier of last resort 1o ensure adequate supply
and distribution of premium motor spirit (PMS) for a period not exceeding six
months and all associated costs shall be for the accoum of the Federation.

{7} The Minister shall set forward 3 ciear transition plan within 60 days of the effective
date of the Act 1o prevent disruptions of the industry operations,

(8) The Authority may apply the Backward Integration Policy in the downstream
petrolzum sector (o encourage investment in local refining.

{%) Pursuant to subsection {3), licence to import any product shortfalls may be assigned
o companies with active local refining licences or proven track records of
international crude oil and perroleum products trading.

{100 Import volume e be allocated between participants shall be hased on criteria to he
ser by the Authority taking into sccount the respective refining ouwsput in the
preceding quarter. share of active wholesale customers competitive pricing and
prudent supply. storage and distribution track records.

(11} To safeguard the health of Nigerians. imparted petroleom praducts shall conform
o the Afri-5 Specification {30 ppm Solphur) as per the ECOWAS declaration of
February. 2020 on adoption of the Afri-Fuels Roadmap or as may be preseribed by
regulation.




318. In this Ac —

"accounting date" means the dare on which a company usually prepares its accounting
stalemani:

“accounting period” in relation to a company =ngaged in upsiream petroleum operations,
means —

{a) a period of one yea- commencing an 15t January and ending on
315t Decembaer of the same vear,

{b} any shorier period commencing cr. the day the company first
makes 2 sale or bulk disposel of chargeable oil. domestic, expon
or both, and ending on 31st December of the same year, or

ic) any period of fess than w yewur being o period commencing on 15t

January of any year and ending on the date in the same vear when

the company ceases to be engaged in petroleumn operations.
and in the event of any dispute with respect 1o the date of the first sale of chargeable oil
above or with respect to the date on which the company ceases 10 be engaged in petrofeum
operations, the Commission shall determine the same and no appeal shall lie:
"Act" means the Petraleum Industry Act, 2021;
"adjusted profis" means adjusied profit as stated in section 262 of this Act;

"advisory committee” has the meaning given 1o it in section 249 of this Act;

“affiliate” means the relationship that exists between two persens when one controls o is
controfled by, an entity which controls. the other person, where ‘control' means the direct or

indirect ownership of more than 50% of the voting rights in a company. partnership or legal
entity:

"spgregale gas price” means the gas price determined under section 167 (4) of this Act;

“appraisal well” means 2 well thet in the opinion ol the Commission is aimed at dztermining
the sisa, distnbution, charactenstes and comme ccinlity of a petroleum discovery:

"area of operation” means the territory which hosts a lessee's or licenses's operational or
designated facilities and any other ancillary Facilities refated o upstream and midstream
petroleum operations:

“mssessable profit” means assessable profil as siated in section 262 af this Act:

“associated gas" means —

(a) matural gas. commonty known as gas-cap gas. which overlies
ord is in contact with crude oil in 8 reservoir; and

Inzproiaion.




(b} solution gas dissolved in erude oil in a reservoir and emerging
from the Muld as pressure drops:

"authorization” means approval issued by the Commission or Authority for an activity in the
petroleum industry:

"Authority® means the Wigerian Midstream and Downstremn Petroleum Regulatory
Authority” as provided for in this Act

"Autharity Fund™ means the Fund established under section 47 of thiz Act:
"barrel” means a barre] of 42 Uniled States gallons;

“Board” means the governing board of the Commission. Authority, NNPC Limited or an
ingorporated joint venture company (LIVC):

"Board of Trustees™ means the governing board of the trust established under section 242 of
this Act

"pulk gns storage licence™ meins a licence granted under s=ction 132 of this Act;

“capital fund” means the fund available e the Board of Trusiees of @ host communites
development trust for communities development projects and other matiers on behall of the
halder or holders as provided for in this Act:

"chargeable oil" means crude oil. condensate or natural gas liquids produced upstream of
the measuremeant point as provided For under section 2640 (1) (a) of this Act;

“chargeable profit™ means chargeable profit as stated in section 262 of this Act:
"chargeable tax" means chargeable tax as stated in seotion 267 of this Act:

“chargeable volume" in refation 10 a company engaged in upsiream petroleum operations
means the chargeable volume as set out in paragraph 7 of the Severth Schedule o this Act:

“commercial discovery™ means a discovery of crude oil, natural gas or condensates within a
petroleum prospecting licence or pewroleum mining lease which can be economically
developed in the opinion of the licensee or lesses afler consideration of all relevant economic

factars normally applied for the evaluation and development of crude oil. natral gag or
condensale:

"Commission’ means the Migenan Upstream  Petroleum Regulatary Commission
established under this Act:

"commaon carrier” means a trarspontation pipeline which iz operated on an open sccess hasis:
"Commission Fund" means the fund established under section 24 of this Act

"compamy” means in this Act 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 pas of such composition that are in the gaseous
phase a1 temperature and pressore of the reservoirs, but that, when produced. are in the liquid
phase at surface pressure and lemperature;

“eonneclion agreement™ mears an agreement setting out the serms on which individual,
physical connections o the transportation pipeline. transporiation network or gas
distribution network will be effecied and matters such as the configuration. pressure.
technical prrameters and cost of the connection:

“Constitution” means the Constitution of the Federal Republic of Nigeria. 1999, Cap. C23.
Laws of the Federation of Nigeria, 2004:

“conversion contract” means a contract under saction 92 of this Aet
“conversion date” means the date under scetion 92 of this Act:

“Corporete Affeirs Commission” means the Comorate Affairs Commission established
under the Companies and Allied Matters Act, Act No. 3. 2020

“corrupl practices and money laundering laws" meens —

(a) the laws of the Government in respect of bribery. kickbacks and
corrupt business practices.

(b) the Foreign Corrupt Practices Act of 1977 of the United States
of America (Pub. L. No. 95-213 §§ 101-104 et. seq),

(c] the OECD Convention on Combating Bribery of Foreign Public
Officials in imernational Business Transactions, signed in Paris
o 17 December, 1997, which entered into force on |5 February.
1995, and the Convention's Commentaries,

(d) the United Kingdem Bribery Act. 2010, and

{e) any other law of general application relating 10 Bribery,
kickbacks or cormupt business practices:

“Council" means the Governing Council established under section 32 (3) af this Act:

“erude oil” means petrolewin, which is in liquid conditions upon production from a reservair
either in its naturzl state or after the extraction of water, sand or other foreign substance
from i, but before any such oil has been refined or ctherwise trezied, other than oil extracted
by destructive distiilation from coal, bituminous shales or other stratified deposits;

“crude ol reliner” means the holder of a crude oil refining licenze under section |83 of this
At

“customary court” mezns a customary court estzblished by the epplicable laws of & Siate of
the Federation or the Federal Capital Territory:



"eustomer client” means a wholesale customer of the strategic secior who is & client of the
domestic gas aggregator making use of the escrow account mechanism:

“customer clienl volume” is the volume of natural gas that is paid for by a customer client
for the benefit of a specific producer client into the escrow sccount of the domestic gas
aggregalos in gny one month:

"customer prodection” means the standards, practices and service protections for customers
including, these relating w0 pricing, service quality and smandards. billing practices,
performance reporting and any regulations of the Cominission end Authority that provide
such protections:

"decommissioning and abandonment” means the approved process of cessation of
operations of crude odl and natocal gas wells, installations. plants and structures. including
shutting down an inswafletion's operations and production, tota! or partial removal of
installations and structures where spplicable. chemicais and asll such other materials
handling, removal and disposal of debris and removed items. environmental restoration of
the area afier removal of installations, plants and structures. and 'decommission’ has a
corresponding meaning:

"decommissioning and abandoament fund” has the meaning given 1o it in section 233 of this
Act:

"decommissioning and abandonment plan”™ means the plan te be submitied 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” means any area within the territorial waters, continental shelf or exclusive
economic zone offshore of Nigenia having 2 weter depth in excess of 200 meters;

“deep mghts™ means perroleum rights vested in the Government afler relinquishment under
section B4 {3) (b} of thiz Act:

"Department of Petroleum Resources™ means the Department of Petroleun Resources of the
Federal Ministry of Petrolenm Resources;

“designated faciiities™ means petrolewm crude ol and natural gas transportation pipelines,

bulk storage tapk farms, refineries, and paz processing plants in midstresm petroleom
operations and petrochemical plants:

“distribution pipeline” means a low-pressure pipeline for the purpose of conveying narural
gas or petroleum products to customers:

“disposal” and "dispessd of” in relation (o chargeable oil owned by a company engaged in
petroleum operations, means —

(&) delivery or export. without sale, of chargesble oil to an
affiliate or other company, and




(b} chargeable oil delivered or transferred. withowt sale, to
facilities used for midstream operations:

"domestic base price” means the price determined under the Third Schedule 1o this Act;

“domestic crude o1l supply obligation” means the obligations of an upstream crude oil
producer to dedicate a specific volume of crude oil towards the domestic mefineries as
stipulated m section 199 of this Act:

"domeslic gas aggregator” means a licensee of o domestic pas sggregation loencs;
"domesiic gas aggregation Leence” means a licence granted under section 153 ofthis Act:

‘domestic gas demand requirement® means an gggregate of the volume of natural gas
required to meet the natwral gas demand for strategic sectors within the domestic sconomy
for a specified period under scction 173 of this Act:

"domestic gas delivery obligation” means the obligations of a lessee producing natural gas
to dedicate and deliver to & transfer point a specific volume of natursl gas towards meeting
the domestic ges demand requirement. as stipulated in section 110 of this Act:

“twnsiream gos operations"” means all setivities emiered into for the purpese of, distriburion
and supply of natural gas to retail customers, city gate reception terminals for natural gas,
stations for the distribution, mearketing and retailing of natoral gas:

"downstream petroleumn products operations” means all activities entered inlo for the
purpase of disiribution and supply of petroleum products to retail customers, tank farms for
distribution of petroleum producis. and stations for the distribution, marketing and retziling
ol petraleum products:

"downstream petroleum operations” means downstream gas operations and downstream
petroleum products operations:

“effectlve dale™ means the date on which this Act comes into foree;

"exploration well* means a well that in the opinion of the Commission is aimed at

discovering petroleum in a separae field in which petrolewm has not been previously
discpyered:

"domesiic base price” means the price determined under subssetion 167 (1) of this Act;

"Federal High Court" means the Federal High Court established by section 249 of the
Constitution of the Federal Republic of Migena [999;

"Federation Accoumnl” means the Federation Account stated in section 162 of the
Constitution of the Federal Republic of Nigeria. [999;

“field development plan" means a feld development plan as specified under section 79 (2)
of this Aet:



“field" includes an area consisting of a single reservoir or multiple reservoirs all grouped
on, or relared 1o, the same geoclogical structural feature. stratigraphic condition. a

combination of both and refers to the underground productive formations or their ventical
projection i tie surface:

"fiscal gas price” means the price established i paragraph 8 {3) of the Seventh Schedule o
this Act:

“fiscal oil price” means the price established in paragraphs 8 (1) and (2) of the Seventh
Schedule to this Ael:

“force majeure” includes delays or inability 1o perform any obligations under this Act (other
than & payment oiigation). due 1o any évent bevond the reascnable 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 perils of navigation. fire. hostilities, war {declared or undeclared).
blockade. labour disturbasces, strikes, riots. inswreciion, civil commolion, guarantine
restrictions, epidemics. stonms. floods. earthquakes, accidents, blowouws or lightning and an
event of force majeure shall not include changes in the laws of Nigeria or any political
subdivision therecf or any acts or orders of Govermment. any minister, minisery, department,
subdivision. agency. authority. council, committee. or ather constituent element thereof, or
any corporation owned or controlled by any of the foregoing. where operations are delayed,
curtgiled or prevented by force majeure, then the time for carrying oul the obligation and
duties thereby affected. and rights and obligations hersunder, shall be extended for o period
equal to the period thus involved provided that such period shall not exceed theee vears in
wotal after which each party can terminate the respective licence or lease:

“frontier acreages” means any or il acreages in an area on lend in Nigeria defined as a
frontier in & regulation issued by the Commission:

“frontier besin" means basins where hydrocarbon exploration activities have not been
carried out or grevions commercial discovery oil and gas have not been made or an arca that
is undeveloped and includes Anambra. Dahomey. Bida. Sckato, Chad and Benue trough or
as may be declarsd by the Commission through a regulation:

"frontier exploration fund” means the fund established in section 9 (3) of this Act;

"fund manager" means a person or company appointed by the Board of Trostees 1o manage
and invest the reserve fund established under the provisions of Chapter 3 of this Act [or the
benefit of the trust;

"gas distribution licence” means a licence for the distribution of natural gas threugh a low-
pressure pipeline system in a specific geographical area under section 148 of this Act

"gas distribution network” means a set of intercornected distribution pipelines for natural
gas!

"gas distributor” means the holder of a gas distnbution licence;

"gas processing licence™ means a licence granted under section 129 of this Act;



"gas retailer” means a holder of & retgil gas supply licence under section 146 of this Act:

"gas transportation network™ means a set of interconnected gas transportation pipelines in 2
particular peographical grea:

*pas tansportation nevwork operator licence™ means a licence to optrate o gas rarsportation
network under section 138 of this Act:

“gas transporiation nemwork operator” means the holder of a gas transportation network
operator licence:

"gas transporiation pipeline” means a pipeline for the transportation of naiural ges;

“gag transporiation pipeline licence™ means & licence for a gas trensportation pipeline
granted under section 1335 of this Aet:

“good international petralzum industry practices” means those uses end practices that are,
at the time in guestion. generally accepted in the international peroleum industiry as being
gocd, safe. ecanamical. environmemally sound snd efficient in petroleum operations and
should reflect standards of service end technology that are either state-of-the-art or otherwise
appropriate 1o the operations in question and should be applied using siandards in all matiers
that are no less rigorous than those in use by petroleum companies in global operations;

"Government” means the Federal Government of Nigeria:

"host communities” means communities situsted in or appurtenant 1o the area of operation

af a sertlor, and any other community as & scitlor may determine under Chapter 3 of this
Act;

"host communities development plan™ hes the meaning given ta it in section 252 of this Act:

“host communities development trust” has the menning given 1o it in section 235 (1) of this
Act:

"host communities development trust fund" means the fund established under section 240
(1) of this Ack;

host communities necds assessment” liog the meening given 1w il in seciion 231 (1) of this
Act

*large-scale gas utitisation indusires” means —
fa) large-scale industries that use natural gas as a feedstock such as
gas-to-liquid plants. petrochemical industries and fertiliser plants:

and

{b) mini-LNG plants, power plants and such other industries as
defined in regulations:

“lease” means a petroleun mining leasa:




“lessee™ mesns a holder of a lease:
"LIBOR™ means London Interhank Offersd 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 a licence:
"licensing round guidelines” means guidelines that are established by the Commission to
govern the process of issuing lcences or leases during a licensing round;

"liquefied natural gas” or "LNG" means nateral gas in lguid form through condansation at
close o atmaspheric pressure and at a temperature of approximaiely minus 162 degrees
celsius;

“liquefied petroleum ges” 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:

“lecal distribution zone” means en authorised area as specified in regulations. within which
one gas disributor may operate;

“loss" means & loss asceriaines in flike manner as an adjusted peofit:
"management commines” means the committee 524 up under section 247 of this Act:

"marginal field" means a feld or discovery which has been declared a marginal field prior
o sf lanuery 2021 :

"marketable natural gas” means natural gas which meets specifications determined by the
Authority for distribution to wiolesale customers and retail cusiomers —

(&) for use as a domestic. commercial and industrial fuel. and

b} as feedstock or indusirial raw material;

"imarkiable natural pas delivery point” meéuns & point wiere imarketable natural pas is made
pvailable (o cusiomers, ot the exit of a gas processing plant or ges conditioning plant or at a
measurement point. or such other location immedialely downstream of a facility in which

such natural gas has been produced. processed. conditioned or treated in order to produce
marketabie natural gas:

“measurement point” means —
{a) & point determmed in the field development plan under section 79

i2) of this Act, where petroleum is being measured snd its value
is determined for royalty purposes,



{b) where the poimt has not been desermined. a point directly
downstream of the flow station in the petroleum mining lease.
and

{¢) where measurements take place outside the petrolesm mining
leasz. a deemed measurement point in the petroleum mining lease
based on n calculation procedure approved by the Commission
adjusting from ihe points where petroleum is being measured:

“midstreamn and downstream gas infrastructure fund™ menns the fund established under
section 52 of this Act:

~midstream and downstream gas operations” means activities downstream of the
measurement points of petrolesm mining leases. whether or not related to the petroleum
mining lease. with respect to the construction and operation of nafural gas transport or
transmission pipelines. including the related compressor smtions. eonstruction and
operations of facilities to compress. transport end deliver compressed natural gas (CNGY
construction and operations of ges processing facilities and central processing facifities.
producing ethane, propane, butane and naturel gas liquids and marketable natural gas;
construction and operation of underground or above ground facilities for the storage of
natural gas, ethane extraction plants. construction and operation of gas to liquids (GTL)
plents. construction and operation of jubricanl, peuochemical and fertilizer plants,
construction and operation of LNG plants. and related LNG terminals as well as storage and
transport of LNG, acquisition, operation or charering of LNG tankers for coastal and marine
transportation, purchase and szle, trading, bartering, aggregating and marketing of natural
gas transported by pipelines. compressed natural gas, LNG. methane. ethane. propane,
butane. natural gas lguids and liquids frem GTL plants with respect to wholesale customers
and gas distributors and related administration and averhead;

"midstream petroleum ligquids operstions” means activities downsiream of the measurement
points of petrolesm mining leases, whether or not related to the petroleum mining lease,
with respect 10 the construction and operation of facilities for upgrading of heavy oil,
construction and operation of [ubricant, petrochemical and fertiliser plants, construction and
operation of petroleum liquids transport pipelines, including the related pumping stations:
acquisition, operation, leasing. rental or chartering of barges. coastal or ocean-going tankers,
railcars 2nd trucks for the transpon of petreleum liquids, constrietion, Jeasing and operation
of tank farms and ciher swmge facilitics and exporl terminals for petroleum liquids,
sonaruetivn and operation of refineries, purchase and sale, rading. bartering. marketing of
petrobeum liquids and related administration and overhead;

“midstream and downstream petreleum operstions™ means midstream petroleum liguids
operations and midstream and downstream gas operations;

"Minister of Petroleum”™ or “Minister” means (he Minister of Petroleum Resources or any
persan designated by the President as having responsibility for oversesing the Petroleum
Industry;

“Ministry of Environment” means the Federal Ministry in charge of environmental matters:

“Minisiry of Finance™ means the Federal Ministry in charge of finance matters:




“Ministry of Finance Incorporated” means the corporation solely established by the Minisiry
of Fintnee Incorporated Act, Cap. M13, Laws of the Federation of Nigeria. 2004;

"MMBiu" means millions of British thermal units;
"model contrazt” means a contract under section 85 of this Act

~maode: lease” means 2 standard petroleum mining lease with 1erms and conditions adopted
for a specific licensing round and may comain contractual provisions in a model conisact
attached to or incorporated in the model lease:

“maoidel licence™ means a standard petrolewm prospecting licence with terms and conditions
adopted for a specific licensing round and may contain contractual provisions in a model
contract attached to or mcorporated in the model licence:

“Mational Det: Repository” means national petroleum data bank as defined in the Mational
Dara Repository Regulation, 2007 and its amendment:

“Mational Saleries. [ncomes and Wages Commission" means the National Salaries. Incomes

amd Wages Cominission established by section | of the MNationa! Salaries. Incomes and
Wages Commission Act. Cap. W72, Laws of the Federation of Nigeria. 2004:

"national strategic stock” means the reserve of petroleum products kept in cerain storage
depats and facilities by the Govemment or on behalf of the Government to provide for
emergency;

"natural gas" means all gaseous hydrocarbons. and all substances contained in it and as exist
in natral statz in strata, sssociated or not with crude oil, and are in & gaseous siate upon
production fiom a reservoir and excludes condensates:

“netural gas hquids" or "NGL" means hydrocarbons liquelied at the surface in separators,
field facilities or in gas processing plants, and include ethine. propzne, butanes, pentanes,
and nawral gasoline;

"Migeria" means the territory of the Federal Republic of Nigeria inclusive of its land borders,
territorial waters, continental shelf and exclugive economic zons;

"Migerian MNational Petroleum Corporation” or "WNPC® means the Nigerian Mational
Petraleum Corporation established by section | of the Nizerian Mational Petroleum
Corporation Act, Cap, N123, Laws of the Federation of Nigeria, 2004:

“WNPC Limited” means Nigerian Mational Petroleum Company Limited, 2 compeny to be
incorporated under the Companies and Allied Maniers Act under this Act:

"non-gssociated gas” means natural gas that is found in a reservoir which does not contain
significant quantities of crude oil:

"pil mining lease™ means an cil mining lease granted under the Petroleum Act, Cap. P10,
Laws of the Fzderation of Nigeria. 2004 prioe 1o the effective date of this Act;



"oil prospecting licence" means an oi! prospecting licence granted under the Petrolewm Act.
Cap. P10, Lows of the Federation of Nigeria, 2004 prior to the effective date of this Act:

"onshore” meens any land areas above the high-water mark, other than frontier acreages:

“open asccess’ means. subject to section 116, non-discriminatory access 10 & midstream
factlity. transportation pipeling or transportation network for all users or shippers under
conditions where the licensee does not have any preferential rights 1o these facilities, under
conditions stipulated in the licence and in the case of & tansportation network or pipeline:

"paying quantities” means in relation 1o the level of production of a field. the production of
volumes of oil or gas or both. of which the value exceeds the rovalty and operating cosis on
a regular basis. based on levels of production that are pimed at achieving maximum
economic recovery of the petroleum:

"parcel” means a parcel under section $9 {4) of this Act:

"permit" means an official certificate of permission 1o undenale an sctivity issued by the
Comnission or Authority:

“person” means any individusl, company or other juristic person;

"petroleum”™ means hydrocarbons and associated sobstances as exist in its natural state in
strata. and includes crude oil, satural 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

Equafisation Fund (Management Board, ete.} Act, Cap. P11, Lews of the Federation of
Wigeria 2004

"petroleum exploration heence” imeans a licence under section 71 of this Act;

"petroleum exploration operations” means any geological. geophysical, geochemical and
other surveys and any' interpretation of data relating thereto, and the drilling of such shot
holes. core holes and stratigraphic tests, related to the exploration [or crude oil and natural
gas, but not including exploration wells or appraisal wells:

"petroieum indusiry” means the indusiries involved in upstream, midstream and downstream
petroleum operations in Nigeria;

"Petroleum Inspeciorate” means the Petroleum Inspectorate established under section 10 of
the Wigerian Mational Petrolewn Corporation Act, Cap. N123, Laws of the Federation of
Migeria. 2004;

"petraleum liquids” means crude oil, condensates. liquid petroleum products and natural gas
liquids:

"petraleum liguids ransportation pipeline licence™ means & licence for a petrolewm liquids
transporiation pipeline granted under section 190 of this Act:



"petroleum liquids transpontation network operator™ means the hoider of a petroleum liquids
transportation network operator licence:

“petraleum liquids transportation network operator licence™ means & licence 1o dperate &
petroleum liquids transportation network under section 193 of this Act:

"petroleum liquids transportation pipeline” means a pipeline transporting petrolenm lguids:
“petroleum mining leese™ means o leose under seetion §1 of ths Act:
"patroleum cperations” means upstream., midstream and downsiream petroleum operations:

"Petroleumn Pricing and Product Regulatory Agency” means the Petroleurn Pricing and
Product Reguletory Agency established under section 1 of the Petroleumn Pricing and
Product Regulatory Agency (Establishment) Act, Cap. P43, Laws of the Federation of
Migeria, 2004;

"petroleum product distribution hicence" means & licence for the distribution of petroleum
products under section 201 of this Act:

“petrofeum product distributor” means the holder of a petroleun product distributlon
licence:

"petroleum product retailer™ means a holder of a petroleum product retail licence.

"petroleum product retail licence™ means a permit to retail petrolewm produets to final
customers under section 203 of this Act;

“petroleum products” means materials derived from crude oil and matural gas processing
such as ethane, propane, bulsnes. pentanes. liquefied petroleum gas. natural gas liquids,
asphalie, gasoline, diesel, gas oil. jet fuel, transportation fuels, fuel oils for heating and
electricity generation and such other derivatives:

"petroletm prospecting licence” means & licence under section 72 ol this Act

“pipeline® meang all pans of any tubular infrastructure throngh which petroleum is
conveyed. ineluding pipes. valves. pemping and compressar slatinas and other aquipment
appurtenant o pipes:

"Pregident™ mezns the President of the Federal Republic of Nigeria:

"producer elient” 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 perroleum on terms under which the financial risk-bearing party shall recover
costs and receives a share of the profits based on a share of procuction as established in the
contrirct from the applicable arza:




“public service obligations” means specific obligations imposed by the Authority on
licenseex in relation to security of supply, social service. economic devefopment.
enviranmental protection or the use of indigenous materials:

"gualified person" means a person designated by regulation in respect of the issuance of a
licence. lease or permit to &ny person with respect 1o upstream. midstream and downstream
petroleum operations;

"raw pas" means natucal gas prior ooany condiuioning for the removal of H25, CO2 and

other impurities and prior 1o processing 1o remove nalural gos liquids and which does not
have the qualities of markesable namiral gas:

"regulation”™ means rule or order having force of law issued by the Minister. Minister of
Finance, the Commission or Authority in accordance with this Act;

“rent”™ migans the annual charge made in respect of a licemce or lease granted under this Act,
"“renegotiaied production sharing contraci” means a production sharing contract for which
cour ¢ases or arbitration cases were outstanding, and was or is being rensgotiated after the
effective date of this Act with the objective of sertlmg the outstanding court cases or
arbitration cases:

"reserve fund” is the fund under section 244 (b) of this Act;

"reservoir” means & subsurface rock formation containing an individual and sepanate natural
accumulation of producible petroleum characterised by a single natural pressure system;

"retail gas supply heence” means a licence granted under section 146 of this Act;

“retention area" means the arez approved by the Commission for g significant gas discovery
or significant crude oi! discovery under this Act:

"retention period" means the period not exceeding 10 vears granted by the Commission 1o
the holder of @ petroleum licence to retain rights to develop an areg over which a significant
gas discovery or significant crude oil discovery has been made;

"royalties” means the royalties specified in the Seventh Schedule to this Act;
"settior” is o holder of an intecest in & petrolenm prospecting heence or petraleum mining
lease whose area of operations is located in or appurtenant to any communily or

coimmunities:

"shallow waler” means any area within the territonal waters, continental shelf or exclusive
economic 2one affshore af Nigena up to and including a water depth of 200 meters;

“signature bonus” means 2 payment made to Government with respect 1o the gramt of a
petroleum prospecling leence or petroleum mming lease;




"Significant crude oil discovery" means a discovery of crude ail that is substantial in terms
of reserves and is potentially commercial. bui cannot be declared commercial for one ar
both of the following reasons -

{a} no pipeline or facilities are available in existing systems where
commercigl conditions indicate that the best option for
development is based on the future expansion ol such systems
or the use of such systems when capacity will become available
in the future: or

{b} where the crude ol discovery would only be commercial when
jointly developed with other exisiing discoveries or potential
future discoveries

“gignificent gas discovery™ means a discovery of natural ges that is substantial in terms of
reserves and is potentially commercial, but cannot be declured commercial for one or more
of the following reasons -

{a) no markats for natural gas within Migeria;
(b} export markets need w be identified and developed:

(¢) no pipeline. processing or liquefaction capacity is aveilable i
existing svelems 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 n the future: or

(d) where the natural gas discovery would only be commercial
when jeintly developed with other existing natural gas
discoveries or potential future natural zas discoveries:

"special imvestigation unit” means a unit established either under section 27 or 50 of this
Act;

"standard cubic foot” means, in relation to natural gas. the quatity of dry ideal natural gas
at & temperature of 6 degrees Fahrenheit and & pressure of 14.596 pounds per sauare inch
absolute contained in & volume of one cubic foot:

“supplier” means the holder of'a wholesale gas supply licence. a wholezale petroleum liquids
supply licence or a retail gas supply licence:

"1arifT™ meansthe price charged for the provision of a particular service, or group ol services,
with respect to midstream and downstream petroleum operations:

"terrain® means the area of any petmiewmn exploration licence. petrofeum prospecting licence
of petrgleum mining lease;

“lerminal” medns a terminat for petroleum liquids. pumping or booster station, or ather
instalation or structure essociated with a terminal, 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 accese” means the lagal requirement for owners of comain infrastructure
facilities to prant access 10 those facilities 1o parties other than themselves or their own

customers. for uncommitted capacity. including competitors in the provision of the relevan
services, on ferms stipulated in this Act or regulations:

“trapsportation fuels” means fuels used for tansport on land. on water and in the air.
such as gasoline, aviation gasoline, diescl, 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 fuels used for wansport purposes:

"transportation network” means a sysiem of inercennected tansponation pipslines and
other facilities required 1o (ransport naturzl gas or petroleum liguids:

"transportation. pipeline” means a pipeline used for the bulk conveyance of petroleum liquids
and for nztural gas under high-pressure:

“transportation pipeline owner” means the holder of a gas transportation pipeline licence or
a petroleum liquids transportat'on pipeline licence:

“upstream petroleum operations” means the exploration for, appraiszl of. development of
and winning or obtaining of petroleum in Nigeria by or on behall of a company on its own
account for commercial purposes, petrobeum exploration operations, the drilling of
exploration, eppraisal and development wells, all activities upstream of the measurement
points. related to the winning of petrolenm through welis or mining from petroleum
reserveirs. drilling. fracking. completing. treatmen: and operation of weils producing
petroleum, construction and operation of gathering lines and manifolds for crude oil, nawral
gas and water, construction and operation of high and low pressure separaiors. construction
and operation of facilities to treat crude oif and natural gas. flaring of matural ges
compression énd reinjection of natwral gas in 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 reservairs.
construction and operation of pipelines and other Facilities for the discharge of water,
construction and operation of fixed or Aoating platforms or other vessels required for the
winnming of petroleunt. construction and operation of fixed or floating storage facilities of
crude 01l ir the licence area, transpontation to and from the licence area of personnel, goods
and equipment, metering of well stream fluids, metering of petrolewm ar the measurement
points prior to transportation. sale and marketing of crude oil, notural gas or condensates or
any of them at the measurement points and such other activitizs which by regulation are
considered upstream petroleum operations, and related administretion and overhead,
provided. however, that where fGeld fecilities or Mixed or floating pletforms or vessels
provide for fully integrated upstream and imidsteam petroleum operations, the Commission
may consider the entire operations as upsiresm pelroleum operations under section § (d) of
this Act:

“LTM" means the Liniversal Transverse Mercator. a conformal projection which ases a two-
dimensicnal Cartesian coordinate system to give locations on the surface of the eanth;



“wholesale customer™ means a class of customers designated in regulations with respect 10

(a} natural gas the right to contract for and purchase a supply of
wholesale gas. with & capability to connect individually and
economically to a trensportation pipelne or transponasion network
and shall include gas distributors, and

{b} erude oil ar petroleum products. it shall be a customer of a yearly
volume defined by regulstion and shall include petroleum product
distributors;

“wholesale gas" means natural pas soid by a supplier to wholesale customers:

"wholesale gas supplier” means the holder of a wholesale gas supply licence:

“whaolesale gas supply licence” means & licence for the supply 1 whoiesale customers of natural gas
under section 142 of this Act:

"wholesale petroleum liguids supplier” means a holder of a wholesale petroleum liguids
supply licence;

"wholesale petrolewm liquids supply licence” means a licence for the supply 1c wholesale
customers of petroleum liquids under section 197 of this Act.

319, This Actmay be cited as the Petroleum Industry Act, 2021,
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Schedules
First Scheduele Section 3 (3)

RIGHTS OF PRE-EMPTION

. It licenses or lessee shall use his best endeavours to increase so far as possible with his

existing facilities. the supply of petroleum or petroleum produets, or both. for the Faderal
Government 1o the extent required by the Minister.

. The licensee or lessee shall, with all reasenable expedition and so a5 to avoid demurrage

on the vessels conveying the same, use his bes: endeavours to defiver all petroleum or
petroleum products purchases by the Minister under the right of pre-emption in such
quantities, and at such places of shipment or storage in Nigeria. 28 may be determined by
the Minister.

- Where a vessel employed 1o carry petrolesm or petroleum products under paragraph 2 is

detained on demurrage at the port of loading. the licensee or lessee shall pay the amoumn
due for demurrage according to the 1erms of the charter-party or the rates of loading
previously agreed to by the licensee or lessee, unless the delay is due 1o ceuses bevond
the camtral of the licensee or lessee.

- 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 te Minister and the licensse
or lessee or, in default of agreement, by arbitration.

The price to be paid for petroleum or petroleum products taken by the Minister in exercies
of the right of pre-emption shall be —

{&) the reasonable value gt the point of delivery, less discount 1o
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. & fair 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.

T'o assist in arriving at & faie price for the purposes of paragraph 5 (b} the licensee or
iessee shall. i the Minister so requires —

{a) furnish for the confidential information of the Minister
particulars of quantities, descriptions and prices of petroleum
or petroleum products seld to other customers and of charters
or contricts entesed into for their carriage: and

{b) exhibit original or authenticated copies of the relevam
contracts or charier-parties.



7. Any arbitration under the First Schedule shall take place after the petoleum or
perroleumn products have been delivered.




Second Schedule Sections 54 (T and 65 (1)
PRINCIPLES OF NEGOTIATING INCORPORATED JOINT VENTURES

Genergl Provivions

L. {1} An IVC may be created for an existing joint operating agreement and each [JVC shall
be formed under the Companies and Allied Matiers Act, and WNPC Limited shall enter
into negotiations with the other parties to such existing joint operating agreements with
aview 1o, amang other things —

(a) agreeing and exccuting & shareholdets' agreement in respect of
the applicable [1VC:

(b} agresing the provisions of the memorandum and anicles of
association of the applicable LV C: and

(¢} incorporating the applicable LJVC,

{2) Prior 1o the incorporation of each LIVC, the parties to each applicsble joint operating

agreement shall confinue to0 carry out their obligations under such joim operating
agreement in the urdinery cowrse of business.

{3) Each VC shall be owned by the panties o the applicable existing join: operating
agreement in the same proportion a5 their existing participeting interests set forth in
such joint opersting agreement. or in such other proportion as the parties thereto shall
muiually agree.

{4) Upon and following the incorporation of an JVC —

{2) it ean carry out upstream, midstream and downstream petreleum
operations subject 1o the appropriate fiscal regime as specified in
this Act provided, however. that where the parties wish to enter
into more than ore siream of operations. the parties shall
incorporae sepamte companies under section 302 (3) and (4):

(k) it shall be deemed to be the sole licensee or lessee (as applicable)
ef cach petroleum prospecting licence or petralecm mining lzass
held jointly under the applicable existing joim operating
agreement immediasely prior ta its incorporation:

() 11 shall at all times be the operator of petroleum operetions under
each petroleum prospecting licence and petreleum mining lease
that it holds;

{d} it may contract for specific petroleum services bul may not enter
intc any contract o group of contracts which would have the
effect of transferring. directly or indirectly, any of the functions
as operator excepl with the approval of the Commission, in the



case of upstream petroleum operations. or Authority, in the case
of midstream and downstream petroleum operations:

{e) it shall by publication on its website make public reasonable
details relating fo itz incorporation end constitutional documents:
and

(£} 1t may render Bny services related to its operations {other than
financial and insurance services). to any other UVC, WNNPC
Limited, nr any nther third party under such conditions as it may
deem necessary of desivable,

Specicd Provisions Relating to Incorporated Joint Vernture Companies

2. {1} No [IVC shall be subject 1o the provisions of the Fiscal Responsibility Act and the
Publie Procurement Act.

(2} Once incorporated. the following provisions shall apply o each UVC —

{a] prior to any sale of shares in an [IVC by any shareholder, the
other shareholders (including NNPC Limited) shall have the

rigit of first refusal on such transactivn et fir marker value and
appropriate ministerial consent; and

(b) each IVC shall have its head office and main operational
offices in Nigeria.

Urganisation of Incorporated Joint Vemure Companies

3. (1) Each UVC shall have & Board of direciors to be appoinied by the shareholders of the
UvVC.

{2} The Board of directors of each IV shall be made up of persons who —
(&) have distinguished themselves in their various capacities: and

(b} are able 1o exercise independence and objectivity with respect 1o
the affairs of ihe UV,

{3} The powers of the Board of directors ofeach 1JVC shall be established in the srticles
of association of such UVC, provided thay, the Board of directors of such 17VC shall

have the power to approve the ennual work program and budget of suca JVC and
any revisions thereof

i4) The Board of directors of each LJVC may create committees and subcommitiess,
{5} Decisions of the Board of directors of each UVC shall be guided by commercial and

technicel considerations that represent good termational petrolewm indusiry
practices.



Special provisions relating to the shares of Incorporated Joint Venture Companies
4. (1) The share capital of each LIVC shall inftially consist only of ordinary shares.

{2} The shares held direcily or indirectly by NNPC Limited in each VO shall at all times
during the life of each UVC remain non-transferable either by way of sale, assignment,
mortgage or pledge 1o any other entity except as approved by the Govermment and such
sale or iransfer shali be at fair market value afier an open. transparent and competitive
bidding process in which anly eompanies who qualify under section 93 {1 1) of this Act
AN participate,

Special provisions relating to rems. rovaliies. taxes and orher levies pavable by an IVC
3, (1) Each U¥C shall be subject to this Act on pavment of rems, rovalties and taxes,

{2} The inial capitalisation of ¢ach WVC and the transactions required to create such
WVC shall not create any additional tax fiabilities for any of the holders of shares in
the IJVC, provided that ali assets. interests and liabilities provicusly held jointly
purspant to the applicable joinl operating agreement are transferred Lo the UVC at
their net book value.

Special right of shareholders in an Incorporated Joint Verture Company o prchase
petroiem and any peroletn derivatives

6. (1) Each direct holder of shares i an UVC shall have the night to purchase from the IVC

(a) ar open market prices, a percentage of the crude oll, natral
gas and condensates produced by such IIVC equal to its
sharcholding interest in such JVC: and

(b} at open market prices, a percentage of the petrolerm products
produced by such UVC egual o its percentage ownership
interest in the LIVC.

{2} Where the direct holders of shares in an UVC do not purchase all crude oil, natural
gas. condensates and petrolewm products that they are entitled to under subsection (1),
such LIV may seil the remaining balance to any person at npen markei prices on arm's
length terms.

{3} Any income received by an IV as g result of the expornt of petroleum mey be held
in bank accounts abroad and may be used by such UVC w pay its obligations cutside

Migeria, subject to any obligation of such VT under this Act and any other applicable
Enachments.

{4) The transter overseas of any (und by an 1JVC shall be subject to the regulations and
policies of the Central Benk of Nigeria,



Pro=veara dividend disiribation

7. (13 Each UVC shall pay dividends and other distributions pre rata amaong the number of
ingned shares held directly by its shareholders.

{2} Each dividend payvment or other distribution shall be subject 10 any withholding tax
applicable under the Comnpanies Income Tax Act

Dividend Polley

8. The Board of directors of each 1JVC shall esiablish and from time 1o time sinend the
dividend distribution policy of such UVC and such dividend distribution policy shall be
premised on the prudent and commercially reasonable management of the finances and
operations of the 1IVC,

Specin! Provisions Relaiing 1o Financing of Operations

9. (1) Each UVC shalf finance any exploration for new prospects, development of new
fieldz. or any other investments in accordance with the epplicable approved snnusl
wirk program and budget for such incorporated joint venture from the cash flows of

the UVC and any borrowings by such VT, in each case as approved by its Board of
directors.

{2) Where the cash flow, together with any borrowings, of an UVC is insufficient 1o
finence the work program in respect of any explomtion for new prospects,
development of new fields, or any other investimenis approved by the Board of
directors of such VL. the sharcholders of such 1JVC shall consult as to the manner
m which further financing can be raised.

{3) With respect 10 subparagraph (2), the shareholders inay consider among others —

(o) permitting any cf the shareholders 1o contributs equity in
exchange for the issgance of ordinary shares: and

ib} the creation of preferred shares for any shareholder that wishes
to make a finanzial confribution to the incorporated joint
veniure.



Third Schedule Sections 167 (1jand 318

|. The damestic base price at the marketable gas defivery point uader section 167 (1} shall
be detepmined hased on regulations incorporating among such other matters as may apply
sursuant 1o the subsequent paragraph. the following principles —

(@) the price must be of a level 1o bring forward sufficient natural
gas supplies for the domestic market on a volumtary basts by
the upstream petroleum industry:

ih) unless required to sazishy conditions under sub-subparagraph
(a}. the price shall not be higher then the average of sumilar
netural gas prices in major emerging countries thet are
significant producers of natural gas based or countries
determined by the Authoriry:

{c} subject to the limittions under sub-subparagraph (b) the
price shall be adjusted upward on a yearly basis in order 10
gccount for inflation on a yearly amount or percentage basis;
and

(d) the Authority shall determine the domestic base price based
on the regulniions within three months following the
effective date and modify this price where required by the
circumstances in  the domestic marker porsuant 1o
regulations.

Allacation and Pricing of the Demestic Delivery Obligation

2 Pursuant to section 110 of this Act, the Commission shall establish the eritenia for
allocation of domestic gas delivery ohligations including the following —

ja) all available pas at low cost of supply shall be eligible for
designation to the domestic gas market —

(i) the ranking of gas available for the domestic gas markes
shall be determined by a tier gystem 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
markel. and

(iii) the Commission shall determine the pricing mechanism to
be wilised for gas supply to the domestic market under the
domestic delivery obligation and such pricing mey include
gis 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 pas from producing fields shall be eligible for
designation as tier one gas for the domestic gas market:

(e} all gas cap gas from depleted il fields shall be considered as tier
two gas and designated for the domestic gas market: and

(d} available gas in non-associated gac fields omshore and shallow
affshore shall be considered as tier theee 1o be eveluated for
eligibility of supply to the domestic gas market based on its cost
of supply.




Fourth Schedule Section 168 (1) and (4)
Pricing formula for gos price_for the gas based Industries

The gas price for the gas based indusirics shall be determined by the following pricing
formula -

LP = NRP ¥ (] - EPF) <=EPP

Where - CP ic the applicable price in US $/MMBuu. EPP is the domestic base price under
saction 168 {3). NRP is the National Reference Price which is US SIAVMBIu

EPF s the End Produel Factor which is deseribed by the following Fonmula (CMPP —
PRPYVPRP

CMPP is the Average Curremt Month End Produet Price in US $/MT

PRP = Product Reference Price in US S/MT ie. dollar per metric tonne which varies
depending on the industry

| End Prodet . NRP (US S/mmbiu) T Pre(us |
| Metoftransport TariffUS $Kef | SMT) |
|
Ammonia 1.00 250
Urea ' 1.00 250
Methanol | .40 230
Polvpropylene | 100 250
(LDPPE/HDPPE)
Low Sulphar Diesel (GTL) | 1,00 325
|

The Authority may by regulation change the formulas or the values for NRP, CMPP and
PREP and introduce other values for one or more ges based Industries where the
circumstances 5o justify.



Fifth Schedule  gections 263 (1) (d). 266 (1} (a). 270, 271 (2)

(b) amd (ch 277 (1) (c) 280 (1) () and 502 {10)
(8}

CAPITAL ALLOWANCES
Inierpretation
|. For the purpose of this Schedule —

{a) "concession” includes 2 petroleum exploration licence. petroleum
prospecting licence, petroleum mining lease, any right, title or
interest in or to petroleum Tn the pround and sny option of
aequiring any such right, title or interest:

(b} "legse" includes an agreement for a l=ase where the term to be
covered by the kease has begun. any tenancy and any agreement
for the letting or hiring out of an asser, bul doss not include a
mortgage. and all cagnate expressions including "LEASEHOLD
INTEREST" shall be construed accordingly and where, —

(1) with the consent of the lessor. @ lessee of any assel remains
in possession after the termination of the lease without o
mew lease being granted. that lcasc shall be decmed for the
purpose of this Schedule 1o eontinue so long a5 the lessee
remains in possession, and

{ii} on the ermination of a lease of any asset. a new leass of
that asset is granted to the lessee, the provisions of this
Schedule shall have effect as if the second lease were a
continuation of the first icase;

{¢) "qualkifving expenditure” means. subject io the express provisions
of this Schedule, expenditure incurred for the purpose of
hvdrocarbon tax in an accounting period, which is capiial
expenditire, referred to as —

(i) "gualifying plant expenditure” incurred on plant. machinery
and fixwres directly for upstream petroleum operations
applicable 1o crude oil for petroleum mining leases or
petrolaum prospecting licence,

(it} "qualitying pipeline and storage expendituce” including
Hioating production systems incurred directly or gathenng
pipelines for upstream petroleum operations applicable o
crude oil for petroleum mining leeses or petrolewm
prospecting licences.

{iii) "qualifying suilding expenditure” ather than expenditure,
which is inclided in sub-subparagraph () (1}, (i) or (iv) of
this "Interpretation”, incurred directhy on the construction of
buildings. structures or works of 2 permanent nature for
upstream petroleum operations applicable 1o crude oil Tor




pefroleum mining leases or petrolewm prospecting licences,
ar

{iv) "qualifying drilling expenditure”, tangible snd intangible.
other than expendiiure which is included in  sub-
subparagraph (¢} (i} or (17} of this "Interpretation”. incurned
directly in connection with upstream petroleum operations
for petroleum mining leases or petroleum prospecting
licence. in view of searching for or discovering and testing
petroleum deposits, or winning access, or the constructlon of
any works of buildings which are likely to be of linle or no
value when the upsiream petrolesm operations for which
they were constructed cease to be carried on. provided that,
for the purposes of these definitions, qualifving 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 qualifyving expenditure. where
expenditure is incurred by a company before its first accounting
period end such expenditure would have fallen tc be treated as
qualifying expenditure. ascermined withow the qualification
contained in the foregoing proviso if it had been incurred by the
company on the first day of its first sccounting period and that
expenditure is incumed in respect of an assel. owned by the company
then such expenditure shall be deemed to be qualifyiag expenditure
Incurred by it on that day, or which has been disposed of by the
company before the beginning of its first accounting period, then
any loss suffered by the company or: the disposal of such asset shall
not be allowed on commencement of accounting period and any
profit realised by \he company on sach disposal shall be liable 1o
capital gains tax in the same period accordingly.

Provistons relating to pre-production expenditure
2. For the purpose of this Schedule, where —-

(@} expenditure has been incurred before its first accounting period and
the ecxpenditure would have been treated s a qualifying
expenditure in any of the classes of qualifying expendituras stated
in subparagraph (1) {¢) (i)=(iv}, then it shall be so classified and
capital allowances claimed accordingly; and

(b} Where the expenditure before the first accounting date should have
been treated as allowable deduction in &n accounting period, it shall
be soallowed but fully amortised over a period of five vears with &
1% retention value.

Churer amd meaning of relevant interes

3. (1} For the purpose of this Schedule. where an asset consists of a building, structure or
works, the owner shall be taken 1o be the owner of the relevant interest in such
building, structure or works.



(2} Subject to this pamgrapa. the expression "the relevant inserest” means. in relation to
any expenditure incurred on the construstion of a building, 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} Where a company incurs qualifying building expendimure or quatifying drilling
expenditure on the construction of a building. structure or works. the enmmpany is
entitled 1o two or more interests therein, and one of those intecests is an interest which
15 reversionary on all the others, that imerest shall be the relevant interest for the
purpose of this Schedule,

(4] Where the owner of the relevant interest does not have statutory title 1o the asset, that
38, 11 15 not the licensee or lessee to the asset. the qualifying capital expenditure and the

capital allowances accrung therefrom, for the purposes of this Schedule. shall be to
the benefit of the holder of the licence or lease.

Sale af Buildings

4. Where capital expenditure has been incurred on the construction of a build ing, structure
or works and the relevant 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 origingl cost of construction, whichever is the less and the
capital expenditure shall not be eligible for capital aliowance deduction under the
hydrocarbon tax, provided that where such relevant interest is sold before the buitding.
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.

Amnual Allowance

5. (1) Subjext 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 perpose of upstream petroleum operations
applicable to crude oil carried on by it. there shall be due 1o that company as from the
accounting period in which the expenditure was incurred, an allowance "an annuai
allowance™ t the appropriate rate percant spacified in the tmble to this Schedule.

(2) Notwithstanding the provisions of subpasagraph (1) of this paragraph, there shall be
retained in the books, in respect of each esset 1% ol the initial cost of the asset which
may enly be written off in accordance with subparagraph (3).

{3} Any asset or part of it in respect of which capital allcwances have been granted, may
only be disposed of on the authority of o centificate of disposal issued by the
Commission or any person authorised by .

. Subject o paragraph 18, an annual ellowance 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 i was the owner of that asset and the asser was in

uze for the purpose of the upstream petrolevm operations applicable 1o crude oil carried
an by L

Bolancing allowances

7. Subject 1o this Schedule. where in any accoeunting period of a company, the EOMpERY
owning any assel in respect of which it has incurred qualifving expenditure whally and



exclusively for the purpuses of upstream petroleum operations spplicable to crude oil
carried on by it disposes of that asset. an allowance “a balancing allowance” shell be
due to that company for that aceounting pericd of the excess of the residue of thar
expenditure, at the date such asset is disposed of. over the velue of that asset at that date.
provided thai a balancing allowance shall only be due in respect of such asset if
immediately prior to its disposal it was in use by such company for the purpases of the
upstream petroleum opecations applicable 10 crude oil for which such qualifying
expenditure was theurred.

Balancing elarges

8. Subject to this Schedule. where in any accounting period of a company, the campany
owning eny asset in respect of which it has incurred gualifying expenditure wholly and
exclusively for the purposes of upstream petroleum operations applicable 1 crude oil
carried on by it, disposes of that asset. the excess " balancing charge” of (e value of
that asset, at the date of its disposal. over the residue of thal expenditure at that date shall,
for the purpose of section 262 (1) (a) of this Act, be treated a5 income of the company
of that accounting period, provided that a balancing charge in respect of such asset shall
only be so wreated if immediately prior 1 the disposal of that asset it was in use by euch
company for the purposes of the upstream perroleum operations applicable 1o crude ail
for which the quelifying expenditure was incurred and shall not exceed the wial of
annual allowances due under this Schedule, in respect of such asser.

Residee

9. The residue of a qualifying expenditure, in respect of any asset, at any date, chall be taken
to be the total qualifying expenditure incurred on or befare that date, by the awner, in

respect of that asset. less the total of sny ansual aliowances due to such cwner, in respeet
of that asset. before that date.

Meamng of “disposed of"
10 Subject 1o any express provision to the comrary, for the purpose of this Schedule —

{2) a building. structure or works of a pernanent nature is disposed
of il eny of the following events oecur —

{i) the relevant intcrest is sold,

{ii} that interest, being an interest depending on the duration
of & concession, comes to an end at the end of that
CONCESS10n.

t1ii) thar mierest, being a Leasehold interest, comes o an end
and the possession of the building, strueture or works of
a permanent nature revers to the holder of the
reversionary interest, ar

(iv) the Building, structure or works of a permanent nature are
demalished. destroyed or, withour being demolished or
destroved. cease allogether m be used for the purpnse of

upstream petroleum operations applicable o crude oil
carried on by the owner:

{b} plant machinery or fixtures are disposed of if they are sold.
discarded or cease ahogether to be used for the surposes of



upstream petroleum operations applicable to crude oil carried on
by the owner: ar

(c} assets in respect of which qualifving drilling expenditure is
incurred are disposed of if they ore sold or if they cease to be
used for the purpose of the upstream petroleum operations
applicable to crede 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.

Vafue of an asset or interest in a petrolenm prospecting licence or petrolewm minfig lease

P (1) The value of an asset or interest in a petroleum prospecting licence or petroleum
mining lease at the date of its disposel shall be the net proceeds of the sale or of the
refevant interest. or, where it was disposed of without being soid, the amount which,
in the opinion of the service, the asset or the relevant interest =5 the casze may be,
would have fetched if sold in the open market at that date, less the amount of any
expengzs which the owner might reasonably be expected 1o incur if the asset were 5o
SO1d,

(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 nsset 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,

Appartionment

12, {1} Any reference in this Schedule 1o the disposal. sale or purchase of any asset or
interest includes a reference 10 the disposal, sale or purchase of that asset, as the cage
maybe. ogether 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, 5o much of the value of the assets as, on a just
apportionment. is properly attributable 1o the first mentioned assst 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 this subparagraph, all the assets or imerest 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 purpon e be agreed
for cich of those assets or that theve are or purport 1o be separate purchases ui
disposals of those assets.

(3) The provisions of subparagraph (13 shall apply, with modifieations. to the sale or
purchase of the relevant interest in &ny asset together with any other asset or relevant
interest in that other asset provided that the provisions for spportionment in

subparsgraphs (1) and (2) shall not apply in the sale or disposal of concessions or
mterest in a part of the ssset,

Fart of an asser

I3, Any reference in this Schedule to any assei shall be construed whenever NECessary as
including a reference to @ pact of any asset, including an undivided part of that asset in



the case of joint interests and when so construed. any necessary apportionment shall ba
made in a manner, which in the opinion of the Service. is just and reasonable.

Exelnsion of certain expendiiure

|4, Subject to the express provigions of this Schedule, where any company has incurrad
expenditure which is allowed to be deducted under any provision. ather than a provision
of this Schedule, such expenditure shall no be treated as qualifving expendiure,

Asset used or expenditvre incurred parily for the purpase of petralenm opecations

13, {I) The fellowing provisions of this paragraph shall apply where either or bath of tha
following conditions apply with respect to any asset the —

{a) owner of the asset has incurred in respect of the asset a
qualifying expznditore partly for the purpose of upstream
petroleum operations applicable 1o crude oil caried on by
him and partly for other purpases: or

(b) asset in respect of which the owner has incurred qualifying
expenditure is used partly for the purpose of upstream
petroleum operations applicable o crude oil carried on by
such owner and partly for other purposes,

{2} Any allowances which would be due or any balancing charges which would be
treated as income il both expenditure were incurred wholly and exclusively for the
purpose of the upstream petroleum operations epplicable to crede 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} 50 much of the allowances and charges computed in accordance with subparagraph
(1) shall be due or shall be co treated, as the case may be, a3 in the opinton of the
Service is just and reasonable having regard to all circuinstances and o the provisions
of this Schedule.

Disposal without change of ewnership

16. {1} Where an asset in respect of which qualifying expenditure has been incurred by the
owner has been disposed of in circumstances that the owner remains the owner, then,
for the purpose of detenmining 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 —

(ap gqualifying expenditure incurred by the owner in respect of the
assel prior to the dete of the disposal shall be left our of account:
and

{b) the owner shall be deemed w have bought such asser
immediately after the disposal for a price equal 10 the residue of
the qualifying expenditure at the date of the dispossl, increased
by the amount of any balancing charge or decreased by the
amount of any balancing allowsance made as a result of the
digposal.



(=) Capual allowances shall be for the computation of hydrecarbon tax and nat for cost

recovery purposes in production sharing contracts, which shall have their own
provisions under the mode] contract.

Capiiol allowance rales

17, (1) Qualifying expenditure shali be subject 1o the rates below -

Qualilying C-npim Expendifure 1=t Imd Jrd ith I Zth
. Year | Year ! Year | Year | Year
Qualifying Plant Expenditure W% | 20% W% | 20% | 19%
Qualifying Pipeline Expﬂ;nmre Eﬂ';'ﬁ: I W% 0% | 20% | 9%
Qualify ing Building Expenditure : W | 0% 0% 200 | 19%
Qualifying Dril.ling Expendittre | 0% | 20% | 0% | 20% | 19%

(2) Exploration expenditure and the first two appreisal wells expenditure in the same field
are 1o be treated as deductible costs 100% in the vear incurred, while for additional
exploration expenditures and appraisal expenditures in the same field relating 1o pre-
production period are to ke smortised and deducted on commencement of aecounting

pericd at an annual allowance of 20% in the first 1o fourth year and 19% in the fifth
vedr witha 1% retention value,

18. (1} For the purpose of this Schedule. an asset shall be deemed 1o be in use during a period
of temporary disuse.

{2) For the purpose of paragraphs 5 and 6 of this Schedule —

(a} an asset in respect of which qualifying expenditure has been
incurred by the owner for the purpose of petroleum
operations carrizd on by him shall be deemed ta be in use
between the dates mentioned, where the Service determines
that the first use 1o which the asset will be put by that ewner
will be for such operations; and

(b} the said date shall be the date on which such expenditure was
incurred and the date on which the asset is in fact first put
10 use:;

Pravided 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 operaiions, o
it is not put 1o use within five vears from the date the
expenditure was incurred, capital allowances already elaimed
on such assets shall be withdrawn and the amount = claimed
snall be assessed 1o tax,



Sinth Schedule  gecgiong 264 (q). 266 (1) (b) and ()

277 (1) ¢d) and 280 (1) (c)

PRODUCTION ALLOWANCES AND COST PRICE RATIO LIMIT

Prodircrion Aflfowance

1. (1) There shall be a production afiowanse far crude oil production by leases which are
converted oil mining leazes based on & conversion contract and their renewals, which
shiell be the lower of US $2.50 per barrel and 20% of the fiscal oil price.

(2) There shall be a production allowance per field for crude il produetion by a company
for leases granted after the commencement of this Act and determined as follows —

{a) for onshore areas — the lower of US $8.00 per barrel and 20%
of the fiscal oil price per bamel up to a cumulative maximum
production of 50 million barrels from commenzement of
production and the lower of US $4.00 per barre! and 20% of the
fiscal ail price thereafter:

(b} for shallow water areas — the lower of US $8.00 per barrel
and 20% of the fiscal oil price, up to a cumulative maximum
production of 100 million barrels from commencement of
production and the lower of US $4.00 per barrel and 20% of the
fiszal oil price thereafier; and

(e} for deep offshore areas and frontier basing — the lower of US
38,00 per barrel and 20% of the fiscal oil price, up to a
cumulative maximum preduction of 500 million barrels from
the commencement of production and the fower of US $4.00
per barrel and 20% of the fiscal oil price thereafier.

{3} The detailed procedures for determining the praduction allowances shall be
established in regulations,

(4} Lny allowances for crude nil shall also epply to condensatzs and liquid eaturs! gas
liquids under section 260 (13 {a) of this Act.

Cost Prive Ratto f{CPRY Limir

2. (1) All costs prescribed under section 263 and under the Fifth Schedule 1o this Act,
excluding those related w section 263 (1) {a), (b) and (h). in &n accounting period the
sum of which is eligible for deduction under the hydsoesrbon tax shall be subiect 10 &
cost price ratio limit of 65% of gross revenues determined at the measursment poins.

{2) Where, as a result of subparagraph (1), any excess costs incurred not allowed for
deduction for that yeer of assessiment. then —



{a) the costs may be allowed for deduction for the purposes of
ascertaining the profits of the company for subsequent vears of
assessment provided that the total costs to be deducted shall not
exceed the acival costs incurred:

(b} the total costs 1o be allowed as deduction in those subsequent
vears shall be such an amount that if sadded to the sum of the
total costs to be allowed as deduction under subparagraph {1}
shall not exceed the specified cost price ratio limit of 65%: and

() where under paragraph 2 (2} (b). any cost exceed the cost price
ratio limit wpon the termination of upstream petralenm
operations related io crude oil, such costs shall not be deductible
for purpose of calculation of the hyvdrocarbon tax.



Seventh Schedule Section 268 (3). 303 (1), 306 and 318
PETROLEUM FEES. RENTS AND ROYALTY
PART | — FEES
Feex pavalie fur licences and leases

I. Commission shall through regulations publish the rates or fees payable in respect of the
fellowing —

(a) application [or a petrolewm exploration licence:
(b) application for a renewal of a petrolesm mining lease;

(¢} application o assign an interest or sublet a petrolenm exploration
licence, peroleum prospecting licence or petraleum miming lease;

{d} application to terminate or effect a partial or full surrender of &
petroleum exploration licence, petroleum prospecting licence or
petraleam mining lease;

(¢} application for pennit to operate a drilling rig;

() application for gram of Geld development plan approval and the
related petroleum mining lease:

(g} application for the approval of the crilling of a well.
(R} permit 1o export samples for analysss;

{i} application 10 withdraw any of the applications in sub-
subparagraph (8} — (k) and

{J) application for other fees as may ke deemed necessary by the
Commission.

PART Il —RENTS AND BONUSES
Rents for Licences

2. Every petroleum prospecting licence and petroleum mining lease shali be subject to rent
as prescribed in the relevant regulation and the rent shall be an amount per hectare per
vear.

Favment af fees before grant of licence or lease
3. (1) A petroleum prospecting licence and petroleum mining lease shall not be granied

without prior payment of the appliceble fess. applicable signature bonus, and the rent
applicable 1o the first vear,



{2} A petroleum mining lease shall not be renewed without prior payinents of the renewal
bonus under this Act.

Permalny for default in paveieni of rent

+. Failure 1o pay the rent as prescribed in the relevant regularion shali result in a penaliy as
prescribed in the said reguletion or any other enactment, provided that where no penalty
is prescribed in the said regulation. there shall be an application of an interest rale of
LIBOR or any other successor rate plus 10% to the outstanding payment in US Dollars
and where the pavment of the applicable rent is not made within three months. revocation
of such licence or lease under this Act shall be initiated.

Verificarion and pavitent acconnt

5. Any renis imposed under thiz section shall be paid into the Federation Account and
verified by the Commission.

PART Il — ROYALTIES
All Petroleum production subject to Rovaliies

6. All production of petroleun. including production tesis, shall be subject to rovaities on a
non-discriminatory basis with respect 1o all licensee and lessess and shall be paid into the
Federation Account and verified by the Commission and for rovalty purposes eondensates
shall be trested as crude oil and natural gas liquids shall be treated as natural gas.

Measuremeny Poini for the deiermination of produciion valumes

T.(1) Reyalties shall be determined on @ monthly basis at the measurement points and where
there s production from production tests ender a petroleum prospecting licence, the
Commission shall determine measurement point for such production and where there
15 N0 measurement equipment at a possible measuremen: point in the field at the
eommencement of this Act. or where logistical conditions make the insiallstion of
measurément equipment at a possible measuremen point impractical or useconomic
n the opinion of the Commission. the Commission may approve procedures for
determining the chargeable volumes ata deemed measurement point in the field based
on measurements af the: poim of sale, export terminal or other point downstream of
such deemed measurement point under the regulations or guidelines end the
measuyrement of crude oif, condensates and natural gas liquids shall be in barrels and
of natural gas in standard cubic feet and where so justified, the Comimission may
approve reporting of production of natwral gas liquids in metric 1ons.

{2} The chargeable volume for royalty purpose shall be caloulated by ascertaining the
quantity of natural gas, crude oil, condensates and natural gas liquids produced in the
relevant inonth from each field operated by the licensee or lessee under a regulation
of puideline,

{3} Where natural gas liquics are extracted in & pas processing plant downstream of the
measurement point. the rich natural gas volumes. still including the ratural gas



liquids, shail be measured at the measurement point and be the basis for royalty
calculations and the value of such rich nanmral gas shall be the value of the marketable
natural gas phus the natural gas liquids 2t the exit of the gax processing plant, less the

gas processing costs and less the transport cost between the measuremnent point and
the gas processing plant sased on 1ariffs established by the Authority,

{4} Naturai gas liquids and liguid petroleum gases shall have the same rovalty rates as the
natural gas from which these products are derived.

{51 The chargeable volume shall be measured at standard temperatures and pressures as
defined by regulation or guidelines and production shall eat include any —

{2) volumes burned. flared or vested with the approval of the
Commission;

{b) volumes re-injected by the lessee into reserveirs for the
purpose of improving or enhancirg production of crude oil or
for conservation of nature! gas:

ie) volumes used in the upstream patroléum operations for the
production of electricity or heat for exclusive use in the
aperations of the lessee: and

(d) water or sedimens,

(6] The obligation to install the necessary measurement equipment shall be that of the
licensee or lessee and shall be centified by the Commission and the messurement
procedures and equipment for measurement at and prior to the measurement point
shall be 2stablished in regulations or guidelines.

Dererntination af price for rovalny

8. (1) The rovalties applicable 1o crude oil and condensates shell be based on the fiseal ol
pniee determined for the field at the measurement points under applicable regulations
or geidelines, and this price shall be determined by the Commission on the basis of
information  supplied by the lessees and from non-confidemial independent
publications, making such adjustments for quality and transport costs as appropriate 1o
prices of comparable crude cils and condensares soid in e intemational markat, as
determined by the Cormmission. for which appropriale information is gvailable and
with the ohjective 1o approximate as reasonably as possible the average fair market
valug of the month of the crude oil and condensates for such month for such field.

(2} The fiscal oil price for each field shall consider any quality differentials related to
infemational crude oils and condensates and shall be an expon parity price mking into
consideration the deduction of trensportation costs within Nigeria from the
measurement points 45 determined by the Authonty o export terminals.

{3) Royalties applicable to natural pas shall be based on the fiscal gas price determined for
the field at the measurement point under applicable regulations or guidelines and this
price shall be determinad by the Commission. taking imto consideraion submissions



by the lessees. and shall be based on the netback value nt the measurement point beged
on the composition of te natural gas in terms of marketable natural gas, ethane.
propane. butane, pentanes and other nsural 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 seld.
such as export markets. domestic wholesale mariets, markets based on the aggreeate
gas price ar other natural gas pricing framework as permitted under this Act and the
procedure shall take imo consideration conditioning costs, processing costs and
transponation costs within Nigeria as dewermined by the Authosiey from the
measurement point 1@ the market. where the sales paint is downstream of the
measurement point. and where natural ges liquids are preduced in the field, the totz]
gross value of the liquids shall be taken into account in the determination of the total
gross vaiue of the natural gas for the purpose of the fiscal gas price.

Rovaities in kind or cash

9. (1) The Commission shall receive the rovalty in kind or in cash av its discretion and the
payment shall be subject w0 notice periods and procedures as provided for in
regulaticns or guidelines and where royaities are paid in cash the payments shall be
based on the fiscal oil price and fiscal gas price.

{2} The ficensee or lessee shall pay rovalties to the Commission within o period that is
not more than one month after the end of every month during which the petroleusm
is produced or &5 the Commission may direct, with respest to -

(a} crude oil and condensates the rovalties shall be hased on the

royalties based on prodection under paragraph 10 plus the
rovalties based on price under paragraph 11; and

(b} natural gas and naturzl gas liquids the royalties shall be based on
the rovalties based on production urder paragraph 10.

(3} Royalties shall be paid in US Dollars. however, for production delivered for local
refining, ruyaliies may be wholly or panly paid In Naira at Centrel Bank of Migeria
appliceble exchange raie for the valuation of erude oil delivered.

(4) The Commission shall inform the Miaister responsible for Finance of instances
where the Commis=ion intends to levy rovalties in kind rather than in cusl,

Reyalties based on praduction

10, (13 For the purpose of paragraph 9. royalties based on production ghall be caleulated on
a field basis.

(2) The royalty shall be at a rate per centum of the chargeable volume of the crude oil
and condensates produced from the ficld area in the relevant month on terrain basis
as follows —

{a) onshore areas [5%:



(b} shallew water (up to 200m water depthy 12.5%:
(c} deep olfshore (greater than 200in water depth) 7.5%: and
(d) frontier basins 7.5%4.

{3} For deep offshore fietds with a production during a moenth of not more tan 50,000
bopd, the rovalty rate shall be 3% and the share of the production above 50,000
bopd shall be at the reyalty rate specified in subparagraph (2).

{4} Royalties for anshore fields and shallow water fields, including marginal fields, with
erude oil and condensate production not more than 10,000 bopd during a month
shall be at a rate per centum of the chargeable valume of the crude oil and

condensaes produced fram the field aréa per production day during & month on
tranched basis as follows —

(a} for the first 3,000 bopd 3%: and

(b} for the next 5,000 bopd. for the share of production over 5000
hopd 7.5%:

Provided that Fields with crude oil and condensate production wmore than 10,000
hapd during a manth, the share of the production over . (LOO) bopd per month shall
he at the royaity rates specified under subparagraph (2),

{3) With respect to paragraphs {3) and {4), where a single field covers two or more
petroleurn mining leases. the royalty shall be determined based on the total
production from the field.

(6) Royalty based on production for natural gas and natural gas |iquids shell be ot @ rate
of 3% of the chargeable volume and royalty rate for natural gas produced and wiilised
in-country shall be 2.5% of the chargeable volume,

{7} Where a field is located partially in onshore and in shallow water or partially in
shallow waler and deep offshore arcas, the weighted average royalty shall be
calculated as per regulations.

Royalty by price
i1 (F) There shall be payable, in addition to the royalty set out in paragraph 10 for onshore,
saallow water and desp offshore a royalty by price with respect 10 crude oil and
condensates ar the rates set out below —
{a) below US 530 per barrel — 0%,
(b} &t US $100 per barrel — 5%,

{e) abowve US $150 per barrel — 1094, and



{d} between US 330 and LS 5100 per bareel and between LS §100
and US 3150 per barrel the royalty by price shal! be determined
based an lnear interpalation.

as an exumple. if'in 2020 the price is US 573 per barrel, the ravalty by price shatl
be 2.3%. and the price levels mentioned in sub-subparzgraphs ia), {b) {c) and (d)
shall asply to the year 2020. and a1 the beginning of 2021 and of each steceeding
calendar vear these price levels shail be increased by 2% relative 1o the values of
the previous yesr,

(£} There shail be no royalty by price for frontier acresges,

{3} Rovalty derived from "rovahy by price” shall be for the credit of Nigerizn Sovereign
Investment Authority.

IZ. Pemalty for non-payment and ouistanding payments of rovalties and enforcement af
payment where any rovaly due and payable under this Act is not paid within two
manths afier the month in which the royalty is due. then it qualifies to be a debt which
shall attract —

{a) & sum equal 10 | % of the amount of the royalty payable which
skall be added 1o the royalty;

(b) in the case of foreign currency transactions. the outstanding
peyments due shall incur intersst ot the prevailing LIBOR of
any other successor rete plus 10% point basis;

{c) in the case of Maira transactions. the cutstanding pavments due

shall incur interest at the prevailing MIBOR plus 10% poim
basis:

(d} M10,000.000 or US Dollar equivelent on the first day the fajlure
1o pay the royaity occurs: and

fe] M2, 000,000 or US Dallar equivalent for each day in which the
failure continoes,

Revocetion. sefznre and distrain
|3. Where any lee, rent or rovalny due under this Act is unpaid within three manths afier the
month when it becomes due whether legally demanded ar nat, the Commission may. in
addition to any other remedy which may be #vailable -

(&) initiate revocation of such licence or lease under this Act 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) seize and distrain and sell gs landlords may da for rents in
arrears, any petroleum. petroleum  products, engines.
machinery. tools, implemerts or other eiTects belonging to
the licensee or lessee which may be found in or upon the
tend. propeny o premises. and

(i1} out of money arising from the sale of the distress. retain
and pay ol the arrears of the fee. rent or rovalty and alsa
the cosis and expenses incidental 1o the distress and sale,
rendering the surplus. if any. (o the licensee or lessee.

PART IV — SUPPLEMENTAL
Production Sharing, Profit Sharing and Risk Serviee Comreacts

14. (1) Where the Commission decides to grant a petroleum prospecting licence or
petroleum mining lease under contractual terms uncer section 85 of this Act, the
Commission shall prepare the relatec model contract, which stipitlates the fiscal and
other provisions related to fees. renes, royaities for such comracl. 1o be aiached to
such licence or legse.

(7) The mode! contract shall comain s a minimum. the provisions refated 1o fees. rents,
royalties, hydrocarben tax and companies income tax stipulated in this Acr

(3} A model licence related 1o frontier aereages shall not contain contractual provisions
under section 85 of this Act and shall only contain the minimum provisions related
to fees, rents, royalties under paragraph 10 and companies income tax stipulated in
this Act and upnn the renewal of any petroleum mining leases. hydrocarbon tax and
royalty based on price under paragraph 11 based on oashore conditions shall apply.

i4) For new acreage any production sharing contract shall have a cost limit of 70%% based
on total oil production, and where applicable condensates and naturel gas liquids
derived from associated gas. measured at the measurement point, and the minfmum
profit oil scale to Government in a prodection sharing cuntract shall be based on
cumulative production per field as follows —

(a)up to and including 50 million barrels - 5%

(b} over 30 wnliion barreis and up to and including 100 millicn
barrels — [ 0%

(e} over 100 million barrels and wp 1o and inciuding 350 million
barrels — 15%:;

(d) over 250 million barrels up to and including 750 million barrels
=

{e) over 750 million barvels nd up 1o and including 1500 million
barrels — 35%; or



i) over 1500 miilion bamrels — 45%,

(3} There may be production sharing for associated or non-associated natural gas, 1o
which only the rents. royalties and companies income tax applies under this Act,
capital and operating costs related 1o meking associated natural gas available at the
measurement points can be recovered from cast oil,

(6) The zontractors shall be the licensees or lessees and hall thereby be entitled 1o the
capitaf allowances under the Fifth Schedule.

(7) The profit oil for erude oil under conversion cantracts or for new acreages shall be
determined as the tetal volume of crude oil. where applicable, condensates and

natursl gas liquids derived from associated gas, less the rovalties and less the cost oil
ns defined in the model contract

{8} For production sharing purpose. the adjusied profit of a company for hyvdrocarbon
tax shall be derermined under section 263 (1) (b). which means that rovelties and the
velue of profit oil delivered in kind or cash from all fields 1o the Federation Account
shall be deductible for the purposes of determining the adjusted profits and the
calculation shall be consolidated as per the two classes under section 267 and the
capital allowances urder the Fifth Schedule shall be applied.

(9) For a production sharing contract subjsct 1o 8 conversion contract under this Act. the
cost limit shall be 60%,



Eighth Schedule Section 33 (3)
Crearfon af the Minisicy of Petrofopm Incarporated

1. The Corporation sole known s the Ministry of Petroleum Incorporated {the Corporation)
is established and shall continue 1o be 2 Corporation sole under that title.

2. The Corporation may sue and be sued in its said name and shall heve perpetoal suceession
and a corporate seal which may [rom time 10 time be broken, changed, altered and made
anew as the Corporation deems fit. and. unti! a sezl is provided under this section. a stamp
hearing the mscription "Federal Ministry of Petroleum” may be used a5 the corporate seal.

3. Tae Corporation may enter into contracts and may acquire. purchase. take, hold and enjoy
movabie and immovable property of every ceseription, and may convey, assign, surrender
and yvield up, charge. mongage, demise. reassign. transfer or atherwise dispose of, or deal
with, any movable or immaovable property vested in the Comporation upan such terms as
the Corporation deems fir.

4. (1) All deeds and other instruments requiring the seaf of the Corporation shall be sealed.
with the seel 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 sajd
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,

3. The Minister may. by order. vest in any public officer or autharity any propeity, inuvable
ar immovable, for the time 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 inte operation of the order,
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