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PETROLEUM INDUSTRY ACT, 2421
ACT No. 6

ANACT 70 PROVIDE LEGAL, GOVERNANCE, REGULATORY AND FiscaL
FRAMEWOQRK FOR THE NIGERIAN PETROLEUM INDUSTRY, THE DEVELOPMENT
oF HosT COMMUNITIES ; AND FOR RELATED MATTERS

[16th Day of August, 2021]

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

CHAPTER 1-—GOVERNANCE AND INSTITUTIONS
ParT 1—OBSECTIVES AND APPLICATION
1. The property and ownership of petroleum within Nigeria and its

territorial waters, continental shelf and exclusive economic zone is vested in
the Government of the Federation of Nigeria.

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

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

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

(d) foster a business environment conducive for petroleum operations ; and
(&) deepen local content practice in Nigeria oil and gas industry.

PART H—MiNiSTER OF PETROLEUM
3. (1)—The Minister shall—

{e) formufate, monitor and administer government policy in the petroleum
industry ;

{b) exercise general supervision over the affairs and operations of the
petroteum industry in accordance with the provisions of this Act;

{c} report developments in the petroleum industry to the government ;
(d) represent Nigeria at internationai organisations on petroieum matters ;

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

(f ) negotiate treaties or other international agreements on matters
pertaining to petroleum on behalf of the Government ;
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{g) upon the recommendation of the Commission, grant petroleumn
prospecting licences and petroleum mining leases through the processes
established in this Act;

{#) upon the recommendation of the Commission and pursuant fo the
provisions of this Act and the regulations, revoke and assign interests in
petroteum prospecting licences and petroleum mining leases;

{7) delegate in writing 1o the Chief Executive of the Commission or
Authority any power conferred on the Minister by or under this-Act ;

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

(k) upon the recommendation of the Commission or the Authority, direct
in writing the suspension of petroleum operations in any area—

(1) until arrangements to prevent danger to fife or property have been
made 1o his satisfaction, or

(ii} where in his opinion, a contravention of this Act or any regulation
made under this Act has occurred or is likely to accur.

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

(3) The Minister shall have rights of pre-emption of petroleum and
petroleum products marketed under any Heence or lease in the event of 2
national emergency under the First Schedule to this Act.

{(4) The Minister shall give general policy directives to the Commission
on matters concerning upstream petroleum operations and to the Authority on
matters relating to midstream and downstream petroleum operations as well
as matters related to co-operation among the two entities in line with the
provisions of this Act and the Commission and the Authority shall comply with
such directives.

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

PART [H—Tue CoMMISSION

4.—(1) There is established the Nigerian Upstream Petroleum Regulatory
Commission {in this Act referred to as “the Commission™) which shall be a
body corporate with perpetual suceession and a comnion seal.

(2) The Commission shall have the power to acquire, hold and dispose of
property, sue and be sued in its own name.
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(3) The Commission shall be responsible for the technical and commercial
regulation of upstream petroleum operations.
5. The objects and functions of the Commission in this Part are limited  Apptication
of this Part.

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

{a) regulate upstream petroleumn operations including technical, operational
and commercial activities ;

(b) ensure compliance with all applicable laws and regulations governing
upstream petroleum operations ;

{¢) ensure that upstream petroleum operations are carried out in a manner
to minimise waste and achieve optimal government revenues ;

() promote healthy, safe, efficient and cffective conduct of upstream
petroleum operations in an envirenmentally acceptable and sustainable
manner ;

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

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

(g) implement government policies for upstream petroleum operations
as directed by the Minister of Petroleum in accordance with the provisions
of this Act ;

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

(7} ensure strict implementation of environmental policies, laws and
regulations for upstream petroleum operations ;

(/) ensure the implementation of national policies for upstream petroleum
operations ; and

(%) 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—

{a) enforce, administer and implement laws, regulations and policies
relating to upstream petroleum operations ;

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

Objectircs
of the
Commission.

Technical
regulatory
functicns of
the
Commission.
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(¢} estabiish, monitor, regulate and enforce health, safety and
environmental measures and standards relating to upstream petroteum
operations including—

{/) management of petroleum reserves and installations, and
(i) exploration, development and production activities within the onshore,
frontier, shallow water and deep offshore acreages of Nigeria ;

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

{e) set, define and enforce approved standards and reguiations for design,
construction, fabrication, operation and maintenance of plants, installations
and faciiities used or to be used in upstream petroleum operations including—

() crude oil and natural gas evaluation and management,
(1) upstream natural gas gathering,

(iif) natural gas treatment, and

(#v) the elimination of natural gas flaring and venting ;

{7) keep public registers of—

(/) licences and {eases granted by the Minister and permits and other
authorisations issued by the Commission,

{if) beneficial ownership, and

(i) award, renewal, assignment, amendment, suspension and
revocation ;

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

(#) establish and enforce standards relating to upstream petroleum
operations ;

{#} undertake evaluation of national reserves and develop policies for
prudent reservoir management practices ;

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

(k) require lessees, licensees and permit holders to furnish and publish
specified information relating to upstream petrolenm operations in this Act
and the National Data Repository Regulation, 2020 ;

(/) supervise and ensure accurate calibration and certification of
equipment used for metering upstream petroleum operations, pursuant to
applicable laws, and issue cestificates of quality and quantity for petroleum
produced ;
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{m1) publish reports and statistics on upstream petroleum operations to
promote the growth of the petroleum industry ;

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

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

(i) seismic operations,
(#f) drifling operations, and

(iif) design, construction and operation of facilities for upstream
petrofeum operations ;

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

{g) perform technical evaluation and assessments regarding submissions
made to the Commission by licensees, lessees or permit holders involved in
upstream petroleum operations ;

(r) keep records, data and reports obtained from upstream petroleum
operations, as may be required under any Act or reguiation and give directive
to any person, company or entity in that regard ;

(s) manage and administer data regarding unalliocated acreage ;

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

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

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

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

{x) establish parameters and codes of conduct for icensees, lessees or
permit holders in the upstream petroleum operations ;

{v) monitor the financial viability of licensees, lessees or permit holders
with respect to upstream petroleum operations ;

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

(aa) subject to the confidentiality provisions of section 83 (7) of this Act,
share information and data on the upstream petroleum operations with other
government entities which have functions with respect to the petroleum
sector
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(bb) perform such other function as may be necessary to give effect to
the provisions of this Act.

{cc) ensure and monitor performance of industry players and quality of
the provision of services of servicing companies in the upstream peiroleun
industry;

{dd) conduct studies refating te the cconomy, efficiency and effectiveness
of the upstream petrolewn industry ; and

(ee) issue certificates of quality and quantity fo exporters of erude oil,

natural gas and petroleum products from integrated operations and crude.oil
export terminals established prior to the effective date and the Commission
shall have the power to monitor and regulate the operations of crude oil export
terminals and the responsibility of weights and measures at the crude oil export
terminals shall cease to exist from the effective date.

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

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

(&) develop cost studies and benchmarks for the evaluation of upstream
petroleum operations taking into account petroleum industry specific issues,
including field size, reservoir depth, location of operations, technology applied,
production methods and petroleum quality ;

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

() where in situ facilities or fixed or floating platforms or vessels provide
for fully integrated upsiream and midstream petroleum operations, the
Cominission shall consider and the Commission shall be in charge of such
integrated operations and petroleum operations may be considered integraied
where there is a joint use of utilities used exclusively for the upstream and
midstream operations.

%.—{1) The functions of the Commission with respect to frontier basins
shatl be to—
() promote the exploration of the frontier basins of Nigeria ;

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

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

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

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

(4) There shali be maintained, 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 risk service contracts.

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

10. The Commission shall have power to—
{«} enforce the provisions of any—

() regulation made with respect to upstream petroleum operations,

(i} regulations, policies or guidelines formerly administered by the
Department of Petroleurn Resources or the Petroleum Inspectorate, with
respect to upstream petroleum operations, and

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

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

{(c) ensure compliance with the Nuctear Safety and Radiation Protection

Act and such other legislative provisions as may be applicable in upstream
petroleum operations ;

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

(&) require lessees, licensees and permit holders to publish specified and
non-proprietary information relating to upstream petroleumn operations ;

Powers of
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{f) issue guidelines in accordance with the provisions of this Actorany
regulation in respect of upstream petrolewm operations;

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

{h) within the jurisdiction of the Commiission, have access to—

(7) areas or rights of way regarding licences, leases or any related
offices or buildings where information or daia are available for inspection
under this Act ; and

() all installations to 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 underit;

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

{/) 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.

Governing 11.—{1) There is established a Governing Board (in this Act referred to
Boardofthe g “the Board of the Commission™) which shalt be responsible for the policy
Commission.  ang general administration of the Commission.

(2} The Board of the Commission shall consist of—
{«) one non-executive chairman ;
() two non-executive commissioners |

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

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

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

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

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

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

(e). () and (g),
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(4) A person appointed under subsection (2) {«) and () shall have at
teast 15 years post-qualification cognate experience in petroleum or other
relevant sector of the economy and shall hold office for a period of five years
and may be re-appointed for a further tern of five years, on such terms and
conditions as may be specified in the letter of appointment.

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

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

(7) The Board of the Commission may authorise in writing any
commissioner, committee of the Board of the Commission, the Commission
Chief Executive or any other officer or employee of the Commission, to 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 other ancillary
matters shall be as prescribed by regulation made under this Act.

12. The Board of the Commission shall—
(@) be responsible for the formulation of policy, supervision and giving
strategic direction to the Commission ;

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

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

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

{e) approve the management accounts and audited accounts of the
Commission and consider the management letter from the external auditors ;

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

(g) recomumend remuneration, allowances, benefits and pensions of

employees of the Commission in consultation with the Nationa! Salaries,
Incomes and Wages Commission, having regard to the—
{7} specialised nature of work to be performed by the Commission,
(i) need to ensure the financial self-sufficiency of the
Commission, and
(fif) remuneration and allowances paid in the private sector in upstream
petroleum operations to individuals with equivalent responsibiiities,
expertise and skills;

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

() perform such other functions as may be necessary for the efficient
and effective administration ef the Commission uider this Act,

13.—{(1) Commissioners shall be paid from the funds of the Commission
such remuneration and allowances as applicable.

-

(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 by the President, where the member—

{a) is found to be—

(/) ungualified for appointment under section 11 of this Act,
{({fy unqualified subsequent to his appointment, or

(#if) in breach of conflict of interest provisions in the Companies and
Allied Matters Act or any regulation regarding conflicts of interest passed
under this Act;

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

{c) has demonstrated an inability to effectively discharge the duties of
his office ;

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

{e) is found guilty of serious misconduct by a court or tribunal of competent
jurisdiction ; or

(F) has, under the faw in force in any country—

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

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

(#i7) been declared to be of unsound mind.

15. Anon-executive commissioner may resign his appointment by giving
two-mmonth’s written notice to the President,
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16. A vacancy on the Board of the Commission shall occur, where a
commissioner—

(a) dies;

(6) is removed from office in accordance with section 14 of this Act ;

{c) resigns from office ;

{d) completes his tenure of office ; or

{¢) Is incapacitated.

17. A vacancy on the Board of the Commission shall be filled by the
appeintment of another person in accordance with section 11 of this Act,

18.—{1) The Commission Chief Executive is the accounting officer
and shall be responsible for the administration of the Commission.

{2) There shall be six executive commissioners Tor the Commission
with each responsible for one of the foilowing—

{a) Exploration and Acreage Management ;

(&) Development and Production ;

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

(3) A person to be appointed as Commission Chief Executive and as an
executive commissioner of the Commission shall have extensive managerial,
technical or professional knowledge of the upstream petroleum operations
with a minimum of 13 years post-qualification cognate experience.

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

(5} An Executive Commissioner shat! 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.

(6) The Commission Chief Executive shall be appointed for an initial
term of five years and may be re-appointed for a further term of five years,
subject to confirmation by the Sepate.
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(7) The President may, not later than 90 days prior to the expiration of
the tenure of the Commission Chief Exccutive or an executive conmissioner,
re-appoint the Commission Chiet Executive or Executive Commissioner or
appoint another qualified person.

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

Act No 3. (&) is likely to be in breach of conflict of interest provisions under the
2020. Companies and Allied Matters Act or regulation made under this Act ;
() has a financial interest in any business connected, directly or indirectly
with the petrolewn industry ;
{c) is engaged in any activity for remuneration or othenwvise connected
with the petroleum industry ;
(d) is a relative of a person who has an interest or is engaged in any of
the activities under paragraphs {«)-(¢). provided that—
(#) such person may be appointed Commission Chief Execulive oran
Executive Commissioner if he declares his interestand makes appropriate
arrangements to ensure the avoidance of a conflict of interest,
(i} the President is satisfied thai the interest or activity shall not interferc
with the person’s impartia! discharge of his duties as the Commission
Chief Executive or an executive commissioner, or
(71 the financial interest is terminated prior to the appointment taking
effect : or

(e} has, under the faws in force in any country—

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

{iiy made an assigniment lo, or arrangemcent or composition with his
creditors, which has not been rescinded or sel aside,

{(ii?) been declared to be of unsound mind,

{iv} been convicted of any criminal ofTence by a cowrt of competent
jurisdiction except for tratfic oftences, or

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

Emplovees 19. The Board of thhe Commission shall determine the number of persons

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

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

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

{b) appeals by employees against dismissal or other disciplinary
measures ; and

{c) the grant of pensions, gratuities and other retirement benefits to
employees.

(3) In this section, “appoimiment” includes sccondment, transfer and
contract appointments.

(4) Employees of the Commission shall be “public officers™ as defined
in the Constitution of the Federal Republic of Nigeria.

{5} Employment by the Commission shall be subject to the provisions of
the Pension Reform Act and officers and employees of the Commission shall
be entitled to pension and other retirement benefits as prescribed under the
Pensions Reform Act.

(6) Nothing in subsection (3) shail prevent the Commission from appointing
a person to an office on terms that preclude the grant of pension or other
retirement benefits in respect of that office.

21. The Board of the Commission, in consultation with the National
Salaries, Incomes and Wages Commission, shal! determine and periodicaily
review the remuneration and allowances payable to the employees of the
Commission, having regard 1o the—

() specialised nature of work to be performed by the employees of the
Comgnission ;

(b} need to ensure the financial seif-sufficiency of the Commission ; and

(c) remuneration and allowances paid within the petroleum industry to
individuals with equivalent responsibilities, expertise and skills.

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

12) Notwithstanding the provisions of this section, the Commission may,
in -+ :zh financial year, submit to the National Assembly, supplementary or
v ed statements of estimated income and expenditure of the Commission
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(3) The financial year of the Commission shall be a period of 12 ealendar
months commencing on the 1st of January in each year or such other date as
the Minister of Finance may determine.

23.~—(1) The Board of the Commission shall appeint a Secretary,
who shall --
(@) be the Legal Adviser to the Commission :

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

(c) carry out such administrative and other secretarial duties as the
Commission Chief Executive and the Board of the Comnission may direel.

(2) The Secretary shall be a legal practitioner with a minimum ol 1
years post-qualification experience.

24,—{(1) The Commission shall maintain 2 Fund (in this Actreferred to
as “the Commission Fund™) into which moncy accruing to the Comunission
shall be paid and all expenditures of the commission shail be subject to
appropriation by the National Assembly.

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

(&) money appropriated by the National Assembly for the Commission :

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

{c) cost of collection by the Commission ;

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

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

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

(3) The Commission Fund shall be applied-—

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

{(5) to meet administrative and operating cost of the Conmumission ;

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

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



Petroleum ndustry Act, 2021 2021 No. 6 A 145
() for investments, as provided under the Trustee Investments Act or  Cup. T22
any other applicable legislation, subject to the approval of Minister responsible 1IN, 2004

for Finance ; and

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

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

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

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

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

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

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

{8) The Commission shall keep proper accounts of its income and
expenditure for each financial year and cause it to be audited within six months
after the end of each financial year by auditors appointed by the Commission
from a list of auditors approved in accordance with guidelines, supplied by the
Auditor-General for the Federation.

(9) The Commission shall submit to the Minister—

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

(&) an annual report of its operations and performance ; and
(c) anaudited financial account for the year, not fater than 3 I st of March
of the following year.
(10) The Commission shall, not later than the 31st of March of
each year—

(@) submit to the Minister a summary of its annual report and audited
financial accounts ; and
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(&) publish the annual report and audited financial accounts on its website.

(11) The provisions of any enactment refating to the taxation of companies
or trust funds shall not apply to the Commission.

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

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

(b) exercising any such power or function ; or

{c) taking any such action.

(2) The Commission shall review the recommendations of the
Government ministry, department ot agency and communicate decision

accordingly and such decision shall be complied with by the relevant
Government ministry, departinent or agency.

Special 26.—(1) The Commission shall in performing its functions under this
povers of  Act have special powers to—

the

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

to upstream petroleum operations under this Act, where it believes thal
illegal upstream petroleum operations arc going on ;

{b)conduct surveillance on crude oil and natural gas installations, premises
and vessels where it believes that itlega! upstream petroleum operations
are going on ;

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

{iy at which crude oil or natural gas is produced, handled or treated, or
(1) thatis used in connection with any upstream wellsite, plant. facility
or place where crude oil or natural gas is produced, handled or treated :

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

)

{e) require any person or his agent, representative, partner, director, oflicer
or employee engaged in upstream petroleum operations to—

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

(ify provide any required information contained in a computer hardware
or software or any other data storage, processing or retrieval device or
system used in connection with the busisess or activities relating to
upstream petroleum operations under this Act ;
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(7) take 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 1o
the inquiry, inspection, examination or investigation. including removing any
computer hardware or software or any other data storage, processing or
retrieval device or system, during which copyright and trade secrets shall
be properly protected ;

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

(7) exercise any cother power that may be conferred on it under any law
orregulation.

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

{zr) 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 to the investigation : and

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

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

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

(&) in the case of a continuous offence, to an additional minimum fine of
100,000 for each day during which the offence continues.

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

{(5) The Commission can seal or close any premises or facility utilised
for purpose of upstream petroleum operations if the licensee, lessee or permil
holder is found to be in breach of the relevant provisions of this Act.
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27. The special powers of the Commission under section 26 of this
Actshall be performed by the Special Investigation Unit of the Commission
or any person authorised by the Commission.

28.—{1) The Commission Chicf Executive, a commissioncer or any
officer of the Commission shall each be indemnified out of the Cominission
Fund against any liability incurred in defending any proceeding againsi the
Commission or brought against him in his official capacity.

(2) Notwithstanding the provisions of subsection (1), the Commission
shall not indemnify the Commission Chicf Executive, a conumissioncr or any
officer of the Commission for any linbilily incurred as a result of willul
misconduct or gross negligence.

Pary IV—Thw Aumnoriry
29.—(1) There is established the Nigerian Midsiream and
Downstream Petroleum Regulatory Authority {in this Act referred to as
“the Awuthority™). which shall be a body corporate with perpetuai
succession and a common seal.

{2} The Authority shall have the power to acquire, hold and disposc of
property, sue and be sued in iis own name.

(3) The Authority shali be responsible for the technical and commercial
regulation of midstream and downstream petrolenm operations in the
petroleum industry,

30. The objects and functions of the Authority in this Part are limited
to midsiream ard dovnstream petroleum operations 1 the petroleum industry.

31. The obiectives of the Authorily shall be to—

{a} reguiate midstream and downstream peiroleum operations, including
technical, operational, and commercial activitics ;

{b) ensure cificient, safe, effective and sustainable infrastruciurat
development of midstream and downstream peiroleum operations |

{c) promote healthy. safe, efficient and citective conduct of midstream
and downstream petroleum operations in an cavironmentatly acceplable
and susiainable manner :

{d) promoie a competitive market for midstream and downstream
petrolewm operations ;

{2) promote the supply and distribution of natural gas and petroleum
products in midstream and downstream petroleum operations and the
security of natural gas supply for the domestic gas market :
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(7'} ensure compliance with applicable laws and regulations governing
midstream and downstream petroleum operations -

{g) ensure crude oil supply for domestic refineries ;
{¥) determine, administer and ensure the implementation and maintenance
ol technical standards, codes, practices and specifications applicable io

midstream and downstream petroleum operations purssant to good
international petroleum industry practices;

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

{/) promote, establish and develop a positive eavironment for
international and domestic invesiment in midsiream and downstream
petroleum operations ;

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

() deveiop and enforce a framework on 1asiff and pricing for natural
gas and petroleum products ; and

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

32. The functions of the Authority shall be to—

(o) regulate and monitor technical and commercial midstream and

downstream petroleum operations in Nigeria ;

(b) regulate commercial midsiream and dowastream petroleum

operations, including—

(i) petroleum liquids operations,
(ify domestic natural gas operations, and
(iii) export natural gas operations;
(c) determine appropriate tariff methodology. mcluding for—
(#) processing of natural gas,
(if) transportation and transmission of natural gas,
(iii} transportation of crude oil, and
(iv) bulk storage of crude oil and natural gas :
(d) setting cost benchmarks for midstream and downstream petroleum
operations ;

(e} provide pricing and tarifT frameworks for natural gas in midstream
and downstream gas operations and petroleum products based on the fair
market value of the applicable petroleum producis :

Funciions
of ihe
Authorily,
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{f) advise the Government, government agencies and other stakeholders
on commercial matters relating to tariftand pricing frameworks :

(g} develop open access rules applicable to petrolewm liquids and natural
gas transportation pipelines, terminal facilities and bulk storage facilities ;

{7 regulate the bulk storage, distribution, marketing and transportation
pipelines of petroleum products ;

(N grant, issue, modily, extend, renew, review, suspenid, cancel, reissue
or terminate licences, permits and authorisations for midstreanm and
downstream petroleum gperations ;

(/) monitor and enforce compliance with the terms and conditions of
licences, permits and authorisations issued by the Authority ;

(k) keep public registers of—

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

(if) renewals, assignmenis, amendments, suspensions or revocations :

(7) set, define and enlorce approved standards and regulations (or desian,
construction, fabrication, operation and maintenance of plants, installations
and facilities used or 1o be used in midstream and downstream petroleum
operations ;

{m) carry out enquiries, lests, audits or tnvestigations and take other
steps to monitor the midstream and downstream petrolewm operations ;

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

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

(p) develop rules for trading in wholesale gas supplies to gas distributors

(¢) establish customer protection measures in accordance with the
provisions of this Act 2

{r) publish decisions. directicns or determinations of the Authority that
have implications for customers and industry participants, together with the
reasons for such decisions, directior or determinations which, in the opinion
of the Authority, shall be publisi.

{s) promote the interests of ¢ smers with regard > midstream and
downstream petroleurn operaic:-

{f) promote the principles ¢ . onomic developues s of infrastruciure
with regard to midstream and - nstream petroleun arovations :
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(1) promote competition and private sector participation in midstream
and downstream petroleum opeérations ;

(v) determine the domestic gas demand requirement and the crude oil
required for the domestic crude oif supply obligation and ensure that economic
and strategic domestic demands are mef ;

(i) regulate the supply, distribution, marketing and retail of petrofeum
products ;

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

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

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

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

{bb) establish, monitor, regulate and enforce technical, health,
environmental and safety measures relating to midstrean and downstream
petroleum operations ;

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

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

(ee) define and enforce approved standards and guidelines tor the design,
procurement, construction, operation and maintenance of plants, installations
and facilities in the midstream and downstream petroleum operations ;

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

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

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

(#) issue certificates of quality and quantity (o exporters of crude cil,
LNG and petreleum products ;

(;/) implement and enforce compliance with laws, regulations and policies
relating to midstream and downstream petroleum operations
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(k%) establish parameters and codes of conduct for operators in the
midstream and downstream petroleum operations ;

(1) monitor the financial viability of operators with respect to midstream
and dowanstream petroleum operations

(rmm) develop, maintain and publish a database of midstream and
downstream petroteum operations ;

(zm1) monitor and ensure that the quality of petroleum products sold in
Nigeria conform to defined specifications ;

(oo) establish, monitor and ensure compliance with the standards forthe
processing of petroleum products in Nigeria ;

(pp) request information and documents relating to licenced activities,
including pricing information and macro-economic data from any licensce
or permit holder in midstream and downstream petroteum operations .

{gq) publish or direct licensees, fessees and permit holdersto publish, in
the interest of the public, information relaling (o midstream and downstream
petroleunt operations in accordance with applicable law or regulation ©

(rr) regutate the domestic base price und the prices applicable to wholesale
customers of the strategic sectors and gas distributors ;

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

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

() conduct studies relating to the economy and efficiency and
effectiveness of the midstream and downstream petrolewin indusiry.

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

(&) concerning the processing, refining, transmission, distribution, supply,
sale and storage of petroleum and petrofeum products as well as other
midstream and downsiream petrolenin operations ;

(b) establishing those midstream and downstream petroleum operations
to be subject to a licence or permit from the Authority :

(¢} establishing the application criteria and procedure for ficences and
permits for midstream and downstream peteofeum operations |

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

(¢ establishing the duration and conditions of {icences and permits for
midatream and downstream petroleum pperations ;
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(/") concerning those licences and permits already in cffect 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 transler, surrender,
suspension or revocation of iicences and permits for niidstreaim and
downstream petroleum operations ;

(k) establishing the procedure for the modification of licences and permits
for midstream and downstream petroleum operations ;

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

(/) monitoring processes for midstream and dowastream petroleum
operations ;

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

{7y concerning the production, transportation, and sale of petrochemicals
and lnbricants ;

() concerning the national s{rategic stock ;

() establishing tariffs for midstream and downstream pelrofeum
operations ;

(0) concerning domestic natural gas supply and demand;

(p) concerning natural gas trading and export ;

(g) ensuring the continuily and security of the supply of natural gas,
crude oil, and petroleum products to customers ;

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

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

(f) concerning dispute resolution and customer protection ;

() regulating pricing regimes for midstreant and downstream petroleum
operations ;

(v) establishing fees payable to the Authority subject to section 3 (1) (/)
of this Act ;

(1) concerning competition and anti-competitive behaviour

(x) establishing public and non-public registrics in respect of licences,
permils and authorisations issued by the Authority, to be maintained by the
Authority ; and

{¥) any other matters as may be determined by the Authority under this
Act which includes imposition of gas flarc penalty arising from midstream
operations which shall be for the credit of the Midstream and Downstream
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Gas Infrastructure Fund, and shall be utilised for midstream: and downstrean:
gas infrastructure investment within the Host Community of a designated
facility.

Governing 34.—(1) There is established a Governing Board (in this Act reflerred
Board of the  ¢5 a5 “the Board of the Authority™), which shall be responsible for the policy
Authority. and general administration of the Authority.

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

(¢) the Chief Executive of the Authority (in this Act referred to as “'the
Authority Chief Executive™);

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

{e} one representative of the Commission not below the rank of executive
commissioner

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

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

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

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

(4) A person appeinted under subsection (2) (¢) and (5) shall have al
least 15 years post-qualification expericnee in petroleum or other relevanl
sector of the economy and shall hold office lor a period of five years and may
be re-appointed for a further term of five years, on such terms and conditions
as may be specified in the letter of appointment.

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

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

{7) The Board of the Authority may authorise in writing any execulive
director, comntittee of the Board of the Authority, the Authority Chicf Exceutive
or any other officer or employee of the Authority, to exercise any power or
carry out any duty or function of the Authority under this Act or regulation
made under this Act.
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(8) The proceedings of the Board of the Authority and other ancillary
matters shall be as prescribed by reguiation made under this Act.

33, The Board of the Authority shall-—
{a) be respousible forthe lormutation of policy, supervision and giving
strategic direction to the Authority ;

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

(¢) review and approve the business, strategic and operating plans of'the
Authority ;

(d) consider and approve the annual budget ol the Authority belore
submission to the National Assembly for appropriation :

(¢) approve the management accounts and audited accounts of the
Authority and consider the management tetter from the externai auditors ;

() determine the terms and conditions of service of employees of the
Authority ;

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

(§) specialised nature of work to be performed by the Authority,
(/1) need to ensure the financial self-sufficiency of the Authority, and

(fif) remuneration and allowances paid in the private scetor inupstream
petroletm operations Lo individuals with equivalent responsibilities,
expertise and skills ;

() structure the Authority into such number of departments as it deems [i
for the effective performance of the functions of the Authority ; and

(#) performance of other functions as may be necessary tor the efficient
and elfective administration of the Authority under this Act,

36.—(1) Executive directors of the Authority shall be paid from the
funds of the Commission such remuneration and allowances as applicable.

(2) The Authority shail comply with the policy and guidelines of the
National 5alaries, Incomes and Wages Commission regarding remunerations.

37. A member of the Board of the Authority may be suspended or
removed from office by the President where the member—

{(a) is found to be—

(N unqualified for appointment under section 34 ol this Act.
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{/7} unqualified subsequent {o his appointment, and
{#il) in breach of conflict of interest provisions in the Companies and

Allied Matters Actor any regulation regarding conflicts of interest pissed

under this Act ;

{&) ceases to be an employee of the ministry or agency he represeits on
the Board of the Authority ;

(¢) has demonsirated an nability 1o eflectively discharve the duties of
his office :

{d) has been absent from the meeting of the Board of the Authorily for
three consecutive times without the consent of the Chairman or it the case
of the Chairman, without the consent of the President, except where goud
reason is shown lor the absence ;

(2) is found puilty of serious misconduct by a court or tribunal of competent
jurisdiction ;or
(7) has, under the law in force in any country—
(f) been adjudeed or declared bankrupt or insclvent and has not been
discharged,
(i1} made an assignment 1o orF artangement of composition will his
creditors which has not been rescinded or set aside, or

{ii1} been declared to be of unsound mind.

38. A non-gxecutive member of the Board of the Authority may resipn
his appointment by giving fwo month’s written notice to the President.

39. A vacarcy on the Board of the Authority shall occur, where &
member of the Board—

(a) dies ;.

(£} is removed from office in accordance with section 37 of this Act :

(c) resians from office ;

() completes his tenure of office ; or

{e) is incapacitaied.

40. A vacancy on the Board ol the Authority shall be filled by the
appointment of another person in accordance vith section 34 of this Act.
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41,—(1) The Authority Chief Executive 1s the accounting officer and
shall be responsible for the administration of the altairs of the Authority.

(2) There shall be seven executive directors for the Authority, whose
appointments shall comply with the Federal Character Commission Act subject
1o confirmation by the Senate with each responsible for one of the following—

{a) Hydrocarbon Processing Plants, Instaliations and Transportation
Infrastructure ;

(b} Distribution Systems, Storage and Retailing Infrastructure ;
{c) Health, Safety, Environment and Communily :

(d) Economtic Regulations and Strategic Planning ;

(e} Corporate Services and Administration ;

(f) Finance and Accounls ; and

{g) Midstream and Downsiream Gas Infrastructure Fund.

(3) A person to be appointed as Authority Chief Executive and as an
executive director of the Authority shall have extensive manragerial, technical
or professionai knowledge of the midstream and downstream petroleum
operations with a minimum of 13 years post-qualification cognale 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 othenvise
provided for in this Act.

(5) An executive director shall be appointed on such terms and conditions
as may be set out in the letier of appoiniment, except as otherwise provided
for in this Act.

{6) The Authority Chiel Executive shall be appointed for an initial term
of five years and may be re-appeinied for a further 1erm of Hive years, subject
to confirmation by the Senate.

(7) The President may, not Iater than 90 days prior to the expiration of
the tenure of the Authority Chief Executive or an executive director. re-appoint
the Authority Chief Executive or executive director or appeint another quaiified
person.

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

{a) is likely to be in breach of conflict of interest provisions under the
Companies and Alited Matters Act or regulation made under this Aci :

{6) has a financial interest in any business connected. directly or indirectly
with ihe petroleum industry
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(¢) is engaged in any activity for remuneration or otherwise connected
with the petroleunt industry ;

() is a relative of a person who has an interest or is engaged in any of

the activities under paragraphs (¢)-(¢). provided that—

(7} such person may be appointed Authority Chiel Executive or as an
executive director if he declares his inleresl and makes appropriate
arrangements to ensure the avoidance of a conflict of interest,

{##) the President is satistied that ihe interest or activity shatl notinterlere

with the person’s impartial discharge of his duties as the Authority Chicl’

Executive or as an executive director, or
{iiiythe financial interest is terminaled prior to the appeintment taking

effect ; or

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

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

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

(iih) been declared to be of unsound mind,

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

(v) been disqualified, or

{vi) suspended from practising his profession by the order of a competent

authority.
Employecs 42, The Board of the Authority shall determine the number of persons
olthe that shall be employees of the Authority.
Authorily,
Terms and 43.—(1) The employees of the Authority shall be subject to terms and

conditions of  conditions setout by the Board of the Authority.
service in the .. . } " . .
Authorily. (2) The terms and conditions of scrvice referred to n subsection (1)

may provide for—
(@) the appointment, promotion, dismissal and discipline ol employees
() appeals by employees against dismissal or other disciplinary
measures ; and
{c) the grant of pensions, gratuities and other retirement benefits to
employees.
(3) In this section, “appointment™ includes secondment, transler and
contract appointments.
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{(4) Employees of the Authority shall be “public olTicers™ as defined in
the Constitution of the Federal Republic of Nigeria, 1999,

(5) Employment by the Authority shall be subject to the provisions ofthe
Pensions Reform Act and officers and employees ol the Authority shali be
entitled 1o pension and other retirement benefits as prescribed under the
Pensions Reform Act.

{6) Nothing in subsection (5} shall prevent the Authority [rom appointing
a person to an office on terms hat preclude the grant of pension or other
retirement benefits in respect of that ofiice.

44. The Board of the Authority, in consultation with the National Salaries,
Incones and Wages Comunission, shall determine and periodically review the
remuneration and allowances payable (o the employees of the Autherity, having
regard to the—

{(«r) specialised nature of work 1o be performed by the Authority ;
(&) need to ensure the financial sel-sufTiciency of the Authority ; and

(¢) remuneration and allowances paid within the petroleum industry to
individuals with equivalent responsibilities, expertise and skills.

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

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

(3) The financial year of the Authority shafi be a period of 12 calendar
months commencing on the Isl ol January in each year or such other date as
the Minister of Finance may determine.

46.—(1) The Board of ihe Authority shall appoint a Secretary, who
shail—
{«) be the Legal Adviser to the Authority ;

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

{¢) carry out such administrative and other sceretarial duties as the
Authority Chief Executive and the Board of the Authority may direct.

(2) The Secretary shall be #i legal practitioner with a minimum of 10
years post-qualification experience.
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47.—(1) The Authority shall maintain a Fund (in this Act relerred to
as “the Authority Fund™) into which mouey aceruing to the Commission shal!
be paid.

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

() money appropriated by the Nationat Assembly for the Authority ;
(b) fees charged by the Authoritly for scrvices rendered to licensees,
lessees, permit holders and other authorisations issued by the Authority :

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

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

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

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

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

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

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

(e) for investinents, as provided under the Trustee [nvestments Act or
any other applicable legislation, subject to the approval of Minister responsible
for Finance ; and

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

(4) At the end of each financial year, any money that accrued 1o the
Authority Fund under subsection (2), which have not bees utilised for the
purposes provided under subsection (3). shall be paid into the Consolidated
Revenue Fund.

(5) The Authority may accept granis of money or property on such
terms and conditions as may be specificd by the person or organisation making
the grant, provided that—

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

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

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

(8) The Authority shall submit to the Minister—

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

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

{c} an audited financial account for the year, not kalerthan 3 1st of March
of the following year.

(9) The Authority shall, not ater than the 3151 of March of each year—

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

(&) publish the annual report and audited financial accounts on its website,

(10) The provisions of any enactment relating to the taxation of companics
or trust funds shall not apply to the Authority.

48.—(1) Any Government minisiry, department or agency exercising
any power or function or taking any action, which may have direct impact on
midstream or downstreant petrolewm operations shall consult with the Authority
prior to—

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

{b) exercising any such power or function ; or

(¢) taking any such action.

(2) The Authority shall review the recommendations of the Governnient
ministry, department or agency and communicate decision accordingly and

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

Matice o
the
Awhority,



A 162

2021 No. 6 Petroleunt Industry Act, 2021

Special

powers of

the

Authority.

49.—(1) The Authority shall in carrying out its functions under this Avt

have special powers to—

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

(5) conduct surveillance on petroleum liquids and natural gas installations,
premises and vessels where it believes that illegal midstream or downstream
petreleum eperaticns are going on ; '

(¢) enter any midstream or downstream wellsite, plant, Faeility or place—

{(#) at which petroleum fiquids oil or natural gas is refined. processed,
stored, handied or treated, or

(i7) that is used in connection with any midstream or downstream
wellsite, plant, facility or place where petroleum liguids or naturat gas
are refined, processed, stored, handled or treated |

{c) enter at any reasonable time premises containing any records or
property required to be maintained under this Act or related (o the
administration of midstream or downstream petroleum operalions under
this Act for the purpose of inspecting those records or that property :

{2) require any person or his agent, represcatative, partner, director, oflicer
or employee engaged In midstream or downstream petroleum operations
to—

(7) answer any question that may be relevanl to the inquiry, inspection,
examination or investigation, and

(i1} provide any required information contained in a computer hardware
or software or any other dala storage, processing or retrieval device or
system used in connection with the business or activities relating to
midstream or downstream petroleum operations under this Act
() take any sample or carry out any lesl or examinalion as il may

consider necessary in the performance of its functions :

{g) use any midsiream or downstream machinery, equipment, appliance
or thing as it may consider necessary in the performance of its functions :

“(F) remove for examination and copy anything that may be relevant 1o
the inquiry, inspection, examination or investigation, including removing any
computer hardware or software or any other data storage, processing or
retrieval device or system ;

(#) in conjunction with the Nigeria Police or other law enforcement
agencies, arrest with a warrant, any person reasonably bt.llew,d to have
committed an offence under this Act ; and
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(7} exercise any other power that may be conferred on it under any law
or regulation.

{2) An entity, person or agen{, represcntative, partner. director, officer
or employee of that entity or person under investigation by the Authority shall

(a) grant access fo officers 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 investigation ; and

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

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

{0) a minimum fine of N5,000.000 or a term ol imprisonment for five
years, and

(&) in the case of"a continuous offence, to an additional minimum fine of
N100,000 for each day during which the ofTence continues.

(4) The Authority shall in the exercise of its powers under this section
avoid undue hindrance of entities and persons engaged in lawlul midstream or
downstrean petroleunt operations.

50. The special powers of the Authority under section 49 of this Act
shal! be performed by the Special [nvestigation Unit of the Authority or any
person authorised by the Authority.

51.—(1) The Authority Chief Executive, a directar or any officer of the
Authority shall each be indemnified out of the Authorily Fund against any
liability incurred in defending any proceeding against the Authority or brought
against him in his official capacity.

{(2) Notwithstanding the provisions of subsection { 1), the Authority shall
not indemnify the Authority Chief Execulive, a director or any officer of the
Authority for any liability incurred as a result of witful misconduct or gross
negligence.

52,—(1) There is established the Midstrcam and Downstream Gas
[nfrastructure Fund subject to appropriation by the National Assembly, which
shall be—

(a) a body corporate with perpetual succession and a conunon seal ; and
(b) reside in the Authority as prescribed in accordance with this Act.
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(2) The Midstream and Downstream Gas infrastructure Fund shatl have
the paower to acquire, hold and dispose of property, sue and be sued in ils
corporate name.

(3) There shall be a Governing Councif which shall supervise and make
investment decisions for the Fund.

(4) The Governing Council shall comprise the—

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

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

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

{d) Authority Chief Executive ;

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

{ }three independent members, who shali be appointed by the President
for a term of four years and may be reappeinted for another four years and
no more ; and ’

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

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

(@) have extensive managerial, technical or professional knowledge
of the midstream petroleum operations, and fund management or any
other relevant industry with a minimum of [5 years® post-qualification
experience ; and '

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

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

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

(a) 0.5% of the wholesale price of petroleum products and natural
gas sold in Nigeria, which shali be collected from wholesale custoniers
and such levy shall be in addition Lo the levy provided for under
section 47 (2) {¢) ;
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{(b) funds and grants accruing from multilaterat agencies, bilateral institutions
and related sources dedicated partly or wholly for the development of
infrastructure for midstream and downstream gas operations in Nigeria ;

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

() money received from gas flaring penaities 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 sctilor on which the
penalties are levied ; and

(e) any other sum, freely donated or accruing to the Midstream and
Dowsstream Gas Infrastructure Fund for develepment of infrastructure in
midstream gas operations.

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

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

{«) admipistration procedures ; and
(&) penalties for—

{) late payment of the !e'vy.
(i) non-payment of the levy, or

{iif) submission of false information in respect of the levy.

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

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

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

(c) reducing or eliminating gas Mare.

{11} There shall be a Transaction Advisor, who shall be responsible for
providing transaction advisory services, including technical and commercial
evaluation of proposals, defining project screening criteria and profitability
target for projects and any other duty as may be assigned by the Council on
behall of the Fund.
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(12) The Transaction Advisor shatl be selected on need basis through a
competitive and transparent eriteria specified by tie Council and the sclection
process shall be managed by the LExeculive Director, Midstream and
Downstream Gas [nlrastructure Fund subject 1o the approval of the Council.

(13) The Transaction Advisor shall, in performing his duties under
subsection (11), submit reportl of his findings and recommendations 10 the
Council.

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

{(a) the Council shalt at the beginning of every financial year, approve
the Midstream and Downstream Gas infrastruclure Fuad’s programme of
action with its cost implications and the Accountant-General ol the Federation
shall release the approved amount for that linancial year, subject to
appropriation by the National Assembly ;

(B) the money in the Midstream and Downslream Gas Inflrastructure
Fund’s Account that is not utilised as prescribed under this Act shall be hekd
or invested as the Council may direet ;

(¢) an annual statement ol the Midstream and Downstream Guas
Infrastructure Fund shall be prepared and submitted to the Councif and
Minister of Finance alter three months ol the end of the financial year (o
which they relate ;

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

{(e)a certified annval audited accounts of the Midstream and Downstream
Gas Infrastructure Fund shall be published annually.

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

(16) Interest and other incomes accruing [rom the equily fnvestment of
the Midstream and Downstream Gas Inlrastructure Fund can be re-invested
in other secured low risk investments as approved by the Governing Councit.

(17} The members of the Governing Council shall be paid such
allowances from the funds of the Midstream and Downstream Gas
Infrastructure Fund in accordance with the approved guidelines by the Revenue
Mobitization, Allocation and Fiscal Commisston.
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ParRT V—THE MNIGERIAN NATIONAL PETROLEUM COMPANY LIMITED

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

(2) The Minister shall at the incorporation of NNPC Limited, consult with
the Minister of Finance to determine the number and nominal value of the shares
to be allotted, which shall form the initial paid-up share capital of NNPC Limited
and the Government shall subscribe and pay cash tor the shares.

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

{(4) The Ministry of Finance Incorporated and 1he 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 uniess approved by
the Government and endorsed by the National Economic Council on behalf of
the Federation.

{6) Notwithstanding any provision to the contrary in the Companies and
Allied Matters Act and except by way of security, any sale or transfer of shares
of NNPC Limited shall be at a fair market value and subject to an open,
transparent and competitive bidding process and the sale or transfer of the
shares of NNPC Limited shall be on equal proportion basis of shares held by the
Ministry of Finance Incorporated and the Ministry of Petroleum Incorporated.

(7)NNPC Limited and any of its subsidiaries shall conduct their affairs
on a commercial basis in a profitable and efficient manner without recourse 1o
government funds and their memorandum and articles of association shall
state these restrictions, and NNPC Limited shall operate as a Companies and
Allied Matters Act entity, declare dividends to its shareholders and retain 20%
of profits as retained earnings to grow its business.

(8) Where NNPC Limited has a participating interest or 100% interest
in a lease or licence, NNPC Limited shall pay its share of all fees, rents,
royalties, profit oil shares, taxes and other required payments to Government
as any company in Nigeria.
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54, —{1) The Minister and the Minister of Finance shall within 18 months
of the effective date determine the assets, interests and liabifities o/ NNPC o
be transferred to NNPC Limited or its subsidiaries and upon the identification,
the Minister shall cause such assets, interests and Habilities to be transferred
to NNPC Limited.

(2} Assets, interests and liabilities of NNPC not transierred 1o NNPC
Limited or its subsidiary under subsection (1), shall remain the assets,
interests and liabilities of NNPC untii they become extinguished or transfened
to the Government and six months foilowing the determination under section
54 (1) of this Act, the Minister, the Minister of Finance and the Attorney-
General of the Federation shall develop a framework for the payment of the
{iabilities not transierred to NNPC Limiled and if such determination of
which assets, interests and liabilities to be transferred has not been coneluded
within the stipulated period of 18 months, all the assets, interests, liabitities
of WNPC is deemed to be transferred to NNPC Limited after 18 months
from the effective date.

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

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

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

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

(@) an action or proceeding shall not be commenced against NNPC
Limited, its subsidiary. director, officer, employee or agent with regard to
asset, inferest or liability of NNPC Limited, where the time [or commencing
the action or proceeding would have expired had such assel, interest or
lability not been transferred to NNPC Limited or its subsidiarics: and

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

(i) party 1o a contract, agreement or arrangement with NNPC that
was entered into before the date of ransfer.
(7) For the purpose of this section and the Second Schedule to this Act,

“assets, interests and liabilities™ means tangible, intangible, real or personal
property, rights and obligations, in each case of all types.

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

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

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

(9) The initial capitalisation of NNPC Limited shali be not less than its
financial requirements to effectively discharge its commercial rofe and deal
with its obligations and liabilitics transferred to NNPC Limited.

55,—(1) The Minister shali upon incorporation of NNPC Limited, consuit
with the Minister of Finance to appoint NNPC Limited as agent of NNPC for

the purpose of managing the process of winding down the assets, interests
and liabilities of NNPC.

(2) Subject to the appointment under subsection { 1), the NNPC Limited
shail have the power to deal with the applicable assets. interests and liabilities
of NNPC and may enter into contract with third partics on such assets, interests
and liabilities.

(3) Pursuant to thg appointment under subsection (1), NNPC shall—
() not deal with the applicable assets, interests and liabilities;

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

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

(4) The cost of winding down the assets, interests and liabilities of NNPC
shall be borne by the Governmen.
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(5) Acause of action shall notarise in tort, contract or otherwise between
NNPC and NNPC Limited in respect of the applicable assets, interests or
liabilities to which NNPC Limited has been appointed as agent under
subsection (1).

56. Subject to section 92 (3) (a) of this Act, any guarantee granted or
issued by the Government with regard to the transfer of tiability of NNPC 1o
NNPC Limited under section 54 of this Act shall be enforceable against the
Government as if such liability was a liability of NNPC, provided that such
guarantee was effective prior to such transfer.

57.~(1) Upon incorporation of NNPC Limited under section 533 of this
Act, employees of NNPC and its subsidiaries shall be deemed to be employcees
of NNPC Limited on terms and conditions not less favourable than that enjoyzd
prior to the transfer of service and shall be deemed to be service for
employment refated entitlements as specified under any applicable law.

(Z) NNPC Limited shall continue 1o fulfil the statutory obligations of
NNPC in relation to the pension scheme of employees of NNPC and its
subsidiaries prior to the date of incorporation of NNPC Limited.

58. There shall be a Board of the NNPC Limited which shall perform
its duties in accordance with this Act, the Companies and Allied Maiters Act
and the articles of association of NNPC Limited,

59.—(1) Except as set out in this scction, the composition of the Board
of the NNPC Limited shali be determined in accordance with the Companics
and Allied Matters Act and its Articles of Association.

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

{(a) a non-executive chairman ;

(b) the Chiel Executive of NNPC Limited ;

{¢) the Chief Financial Officer of NNPC Limited ;

() arepresentative of the Ministry of Petroleum, not below the rank of
a director ;

() a representative of the Ministry of Finance, not below the rank ol a
director ; and

(/) six non-executive members with at least |5 years post-gualification
cognate experience in petroleum or any other relevant sector of the economy
one from each geopolitical zone.



Petrolewm Industry Aes, 2021 2021 No. 6

Al

{3) A person to be appointed as the Chief Exccutive of NNPC Limited
shall have extensive managerial, technical and professional knowledge in the
petroleum or other relevant industry with at least | 5 years™ post-qualification
experience,

(4) In the absence of the Chairman, the members of the Board of NNPC
Limited may appoint a non-execcutive member of the Board 1o act as alternate
Chairman.

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

60.—{1) The Board of NNPC Limited shall, within three months of the
incorporation of NNPC Limited, develop formal and transparcnt precess for
the creation of its committees and nomination of members of the Board ol
NNPC Limited to the committees,

(2) The mandate, composition and procedures ol each commitiee of the
Board of NNPC Limited shail be comprehensive and open for inspection by
the shareholders of NNPC Limiled.

(3) The Board of NNPC Limited shall nominate non-executive members
of the Board capable of exercising independent judgment lo its commiilees
where there is likelihood of conflict ol interest.

{4) The Board of NNPC Limited sha!l have commitiees for—
{ar) ensuring the integrity of financial and non-linancial reporting ;

{6} the nomination of Board of NNPC Limiled members and key
executives ;

(c} remnuneration of members of the Board of NNPC Limited ; and

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

61.—(1) Members of the Board of NNPC Limited shalt discharge their
responsibilities in accordance with the highest standards. practices and principles
of corporate governance.

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

62.—(1) NNPC Limited shall ensure that an anmual audit of NNPC
Limited is conducted by an independent. competent, experienced and qualified
auditor.

(2) The auditor of NNPC Limited shalt provide an external and abjcctive
assurance to the Board of NNPC Limited and sharcholders of NNPC Limited
that the financial stafements of NNPC Limiled {airly represent the [inancial
position and performance of NNPC Limited.

(3) Where the auditor of NNPC Limited is unable to provide the agstrance
required under subscction (2), the Board of NNPC Lintited shalf immediately
convene an extracrdinary general meeting of the company to—

(a) notify the sharcholders of NNPC Limited ; and
(b) consider.any action that may be necessary in that regard.
63.~—(1) The Board of NNPC Limited shall, in addition 10 its

responsibilities under the Companies and Alijed Matters Act and its articles of
association— '

(@) be responsible for the strategic gnidance and determining the business
structure of NNPC Lintiled ;

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

(c) act in good faith and excreise due diligence and care in the best
interests of NNPC Limited, the sharcholders and the sustainabie
development of Nigeria ;

{d) apply the highest ethical standards in performing its duties, taking
into account the interests of its stakcholders and the fiductary duty ol'the
directors 10 NNPC Limited ;

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

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

{g) review and guide corporate strategy, major plan of action, risk policy
and business plan ;

(I} set performance objectives for NNPC Limited, the Beard of NNPC
Limited, members of NNPC Limiteds management and individual business
units and subsidiarics ofNNPC Limited ;

{7y monitor NNPC Limited’s corporale performance:
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(/) oversee major capital expenditures, acquisilions and divestitures ;

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

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

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

(1) mositor and address potential conflicts of interest ol management
and members of the Board of NNPC Limited and breach of liduciary duly
by members of the Board of NNPC Limited ©

{0} ensure the integrity of NNPC Limited’s accounting and financial
reporting systems, including audit of NNPC Limited’s accounts by
independent third party ;

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

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

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

(2) The provisions of this section shall be incorporated into the
memorandum and articles of association of—

(o) NNPC Limited at the time of its incorporation ; and

(5) each of the NNPC Limited's wholly-owned subsidiaries as il

references in this section 1o "NNPC Limited” were references to such
wholly-owned subsidiary.

(3} Amember of the Board o Fthe NNPC Limited shall be suspcuded or
removed from office by the President, where the member—

(e} is found to be—

(/) unqualified for appointment under section 59 of this Act,

(ify unqualified subsequent to his appointment. or

(7ii} in breach of conflict of interest provisions in the Companies and
Allied Matters Actor any regulation regarding contlicls ol interest passed
under this Act;

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

Act No 3,
220,
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(¢} has demonstrated an inability 1o efTectively perform the duties ol his
office ;

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

() is found guilly of serious misconduct by a court or tribunal of competent
jurisdiction ; or

-

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

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

(i} made an assignment to or arrangement or composition with his
creditors whicl has not been rescinded or set aside, or

(iii) incapable to discharge the dutics of his office as a result of infirmity
of body or mind.

64. The objectives of NNPC Limited shall inciude to—

{a) carry out petroleum operations on a commercial basis, comparable
to private companies in Nigeria carrying out similar activities including
exemption to Public Procurement Act, TFiscal Responsibility Actand Treasury
Single Account.

() NNPC Limited 1o be vested as the concessionaire of all Production
Sharing Contracts (PSC), Profit Sharing and Risk Service Contracts asthe
National oil company on behalf of the Federation in tine with its competencics:

(¢) lift and sell royalty oil and tax oil on behalf of the Commission and the
Service respectively for an agreed commerciaf fee and in the case of prolit
oil and profit gas payable to the concessionaive, NNPC Limited shali prompily
remit (e proceeds of the sales of the profit oil and profit gas to the Federation
less its 30% for management fee and Frontier Exploration Fund as specified
in section 9 (4} of this Act ;

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

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

() carry out the management of production sharing contracts lor &
fee, based on the profit oil share or profit gas share in accordance with
paragraph {¢) ;

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

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

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

(/) maintain the role of NNPC, under section 54 of this Act;

(k) carry out task requested by the Commission or Authority on a fee
basis and generally engage in activities that ensure national energy security
in an effictent manner, in the overall interest of the Federation :

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

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

65.—(1)NNPC Limited and other parties {o joint operating agreements
in respect of upstream petroleum operations, may on a voluntary basis
restructure their joint operaling agreement as a joinl venture carried out by
way of a limited liability company, each referred to as an “incorporated joint
venture company” (IJVC), based on the principles established in the Second
Schedule to this Aet.

-(2) The 1IVC referred to in subsection (1) shall not be subject to the
provistons of the Fiscal Responsibility Act and the Public Procurement Act.

(3) The proposed HHVC structure shall be an independent entity, having a
strong conumercial orientation and transparent company operation for the JVC
shareholders, with clear rules for accountability.

i
CHAPTER 2—ADMINISTRATION
: PART I—GENERAL ADMINISTRATION
i
66.—{1) The objectives of Chapter 2 are to—
(e} promote the exploration 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 transportation and

distribution infrastructure for the petroleum industry :

()} provide the framework for developing third parly access arrangements
to petroleum infrastructure ;
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(2) encourage and facilitale both local and foreign investment in the
petroleum industry ;

{7) promote transparency and accountability in the administration of
petroleum resources in Nigeria ;

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

(%) promote safe and affordable accéss to petreleum and pelroleum
products in Nigeria ;

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

{7} create a conducive business environment for operations in the
petroleum industry :

(k) promote the liberatisation of the downstream petroleum industry :

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

() ensure that petroleum operations are conducted 1n a manner thut
protects the health and safety of persons, property and the environment,

(2) The provisions of Chapter 2 of this Act shall apply to—

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

{b) persons conducting such activities.

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

ParT TI—ADMINISTRATION OF UpsTREAM PETROLEUM .
OI’ER.«\TIONS AND E\JVII(DNMIZNT

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

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

(3) Where a significant petroleum discovery is made in a {rontier basin,
the Minister may, on the recommendation of the Commission, reclassify all or
part of the basin from frontier acreages to a general onshore area and the
fiscal terms applicable to onshore under this Act shall apply to—
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(e} new licences and leases in the basin after reclassification; and
(b) any existing lease upon renewal, provided that it shall not be applied
to licences and leases existing at the moment of reclassification.
69.—(1) The Commission shall, after consultation with the Surveyor-  Nutional

General of the Federation, adopt a national grid system for acreage
management.

(2) The grid system referred 10 under subscction (1} shali be based on
the UTM system or any other projection system in use by the office of the
Surveyor-General of the Federation.

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

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

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

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

(@) the definition of licence and lease areas ;

° (b) relinquishments ;

{c) bid procedures ;

() 1dentification of well locations ;

(e) petroleum conservation measures ; and

() other regulatory and acreage management procedures,

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

70.-—(1) There shall be the following licences and leases under this Act
related to upstream petroleum operations—

() petroleam exploration licence, which may be granled to qualified applicants
1o carry out petroleum exploration operations on a non-exclusive basis

{b) petroleum prospecting licence, which may be granted to qualified
applicants to—
(7 dritl exploration and appraisal wells and do corresponding test
production onan exclusive basis, and
{if) carry out petroleum exploration operativns on a non-exclusive
basis ; and

grid system,
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(¢} petroleun mining lease, which may be granted to qualified applicants
to— . . .

() win, work, carry away and dispose of crude oil, condensates and
natural gas on an exclusive basis, o '
(i) drill e:spl_oration and appraisal wells and carry out the related test
" production on n exclusive basis, and '
- (#if) carry but petroleum exploration operations on a non-exclusive
basis.

(2) A licence or lease may be granted under this Act only to a company
incorporated and validly existing in Nigeria under the Companies and Allied
Matters Act.

71.—{1) The Commission shall be responsible for granting of petroleum
exploration licences.

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

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

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

(5) Apetroleum exploration licence granted in respect of frontier acreages
may include a provision permitting the licensee to select, based on the resuls
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 obtained by a licensee pursuant to a petroleum exploration
licence, provided that the licensee shall be entitled to grant a data use licence
to a third party subject te a written authorisation by the Commisston, which
shall not be unreasonably withheld.

(7) A licensee is entitled to a fee from a third party for data use licence
granted under subsection (6) and shall remlt to the Commlss:on any agreed
portion of the fee due to the Commission.”* ~~ : :
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(8) Exploration activitics conducted pursuant io a petroleum exploration
licence 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 afl acquired ang
interpreted data_from existing speculative survey agreements entered into
with the Department of Petroleum Resources on behalf of the Government
prior to the effectivé date.

(10) The carrying out of geological, geophysical or geochemical surveys
for scientific or educationat purposes in relation to petroleum do not require a
petrofeum exploration licence, where the results of such surveys are not [or
sale or commercial gain.

72. (1) The holder of a petroleuny prospecting licence shall, subject to
the fulfilment of obligations imposcd by this Act, have—

(&) exclusive right to drill exploration and appmisal welils and non-
exclusive right to carry out petroleum exploration operations within the
area provided for in the licence ; and

() right to carry away and dispose of crude oil or natural gas won or
extracted during the drilling ol'exploration or appraisal wells as a result
of production tests, subject to the fulfilment of obiigations imposcd by
this Act.

(2) Aholder of the petvoleum prospecting licence shall not be granted
an extension except as prescribed under sections 78 (4), (9) and 79 (6)
of this Act.

(3) Where a holder of a petroleum prospecting licence fails to fulfil any
term or condition of the licence, it shall not, excepl as provided in the licence,
give the Minister a right of claim against the licensce or be deemed a breach
of the licence, if the failure arises {rom force majeure.

(4) Where there is any delay by a licensee in the [ulfilment of any term
or condition of a petroleum prospecting licence caused by torce majeure, the
period of such force majeure shall be added to the period fixed for the fulfilment
of the applicable term or condition, provided that such period shall not exceed
three years in total after which, the licence may be terminated by the
Commission or the licensee,

{5) The Minister may grant a petrolewn prospecting licence to a qualified
applicant recommended by the Commission and shail not grant such ficence lo
agty other person and where the Minister does not grant the ticence, the Minister
shall inform the Commission in writing for the rationale of the decision.
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(6) Notwithstanding the provisions ol this scction, a petroletim prospecting,
licence may also be granted under scetion 93 of this Act.

73.—( 1) Subject to the provisions ol sections 71 (33, 74 (3). 81 {1} and
83 (2) of this Act, petroieum prospecting licence or petroleum mining leasc
shail only be granted—

{@) based on a fair, transparent and competitive bidding process : and

(B) in compliance with the provisions of this Act, regulations made undler

this Act and ficensing round guidelines issued by the Commission for cach
Heensing round.

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

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

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

74.—{1) The grant of a petroleum prospecting licence or a pelroteum
mining ease on a previously appraised arca of a petroleum prospecting ficence
or a surrendered, relinquished or revoked petroleum mining fease in, underor
upon the territory of Nigeria, shall be by an open. transparent, competitive and
non-diseriminatory bidding process conducted by the Commission under section
73 (1) of this Act.

{2) The winning bidder shall be determined on the basis ol the following
bid parameters—
{&) asingle bid parameter, which shatl be based on any one ot the following
parameters—

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

(ify a royalty imterest,

(ifiya profit splitor profit oil splil,

(iv) a work programme commitment during the initial exploralion
pericd, or

(v) any other parameter as may be defined specific to a bid
round ; and
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(b) a combination of the bid parameters specilied in paragraph () of
this subsection, based on a points system assessable by the bidder in sucha
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 Nigeria and
another country, the Government may, for strategic purpose and in return for
sutbstantive benefits to the nation, direct the Commission to negotiate and
award a petroleum prospecting licence or petroleum mining leasce to a qualified
investor identified in the agreement or treaty.

(4) Asignature bonus payable in respect of any licence or lease awarded
under subsection (3) shall be based on a transparent method for evaluating the
acreage.

(5) The Commission shalf call for bids tn accordance with a procedure
published on its website and in at least two international linancial newspapers
and two national newspapers with wide coverage.

(6) Where the Commission calls for bids pursuant to this section, it shall
prescribe in a regulation or guideline the minimum pre-qualification eriteria of
prospective bidders in terms of technical and financial requirements and
previous experience.

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

75. The licensing round guidelines shali be accompanied with the model
licence for the petroleum prospecting licence or model lease for the petroleum
mining lease for the bid round and shall include the—

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

{5} requirements to be fulfilled by the bidders and the pre-qualification
criteria, as the case may be ;

{c) bid parameter ;

(@) list of documents required and criteria for the evaluation of technical
capacity, financial competence and fegal status of interested parties ; and

() details and cost for the acquisition of relevant data and studies.

Licensing
rotnd
uidelines.
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76. The model licence or model lease for each bid round shaif reflect
the conditions of the licensing round guidelines for the bid round and shatl
in all circumstances include the following clauses—

(a) description of the acreage ;
(&) term of the licence or lease :

-

(¢) minimum work progranime and minimum level of investment ;

{d) details of guarantees 1o be provided by the licensee or lessee regarding
the performance of its licence or lease obligations ;

(e) details ofobligations regarding relinquishment, decommissioning and
abandonment ;

() rules for the resolution of dispules including arbitration, mediation,
conciliation or expert determination ;

(g) applicable sanctions in the event of {ailurce by the licensce or lessee
to comply with the terms and conditions of the licence or fease ; and

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

77~1) A petroleum prospecting ticence for onshore and shallow water
acreages shall be for a duration of not more than six years, comprising of an
initial exploration period of three years and an optional extension period of
three years.

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

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

{a) 350 square Kilometres for any onshore or shailow water acreages |
(&) 1,000 square kilometres for any deep olfshore acreages ; and

(c) 1, 500 square kilometres for any frentier acreages.

78.—(1) A petroleum prospecting ficence shall contain a requirenent

that the licensee commii to a work programme and such other terms and
conditions as the Commission shall determinc.

(2) A licensee shall, during the initial exploration period and the optional
extension period provided for in a petroleum prospecting licence, commit to
drill at least one exploration well to a minimum depth specified in the Heence
for each pericd, except for frontier acreages, where the work program during
the initial exploration period may only consist of geophysical work.
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(3) Where a licensee makes a discovery during the initial exploration
period or the optional extension period provided for in the applicable petrofeum
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 a licensee considers that a discovery merits appraisal, the
licensee shall submit to the Commission within one year for approval-—

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

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

{5) The Commission shall act on the approval request for the appraisal
programme within 60 days after its submission and a licensee shali, upon the
approva!l of the appraisal programme and appraisal area by the Commission,
promptly carry out the commitied appraisal programme.

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

(7) The provision of section 88 (3) of this Act shali apply to any appraisal
area under subsections (3) and {6).

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

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

(¢) inform the Commiission that the discovery is of no interest to the
licensee.

(9} Where a significant gas discovery or significant ciude oii discovery
has been declared, the licensee shall be entitled to retain the area of such
significant gas discovery or significant crude oil discovery for a retention period
as may be determined by the Commission, which shai! not be more than 10
years from the day the declaration was made and with the approval of the
Commission a licensee is entitled to dritl further appraisal wells.
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(10) The retention arca ol a signilicant gas discovery or significant crude
oil discovery shall continue to subsist pursuant to a petrofcum prospecting
licence until the expiration of the period under subsection (9) or dectaration of
a commercial discovery by the licensee,

(11} The Commission shal! 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 licensee, including a zone of not
more than two kilometres surrounding the outer boundary, provided that such
area shall not extend beyond the area described in the applicable petrotfeum
prospecting licence.

(12) The provision of section 88 (3) of (his Act shall ap-ply to any relention
area.

(13) Where, upon the expiry of the retention period determined under
subsection (9), the ticensee has not declared a commercial discovery, the area

 declared under subsection {9) shal! be immediately refinquished by the licensee.

(14) Upon the relinquishment ol the retention area with the latest expiry
date referred to in subsection (13), the applicable petrolewm prospecting licence
shall expire,

(15) Where a licensee declares a discovery of o interest under subsection
(3) or (8), the Commission may require the relinguishment of the parcels that
cover the structure of such discovery.

(16) A commiiment by a ticensee under this section shall be supported
by a bank guarantec, letier of eredit or performance bond issucd by a bank
acceptable to the Commission foran amount determined by the Commission.

(17) The licensee shall in each calendar year present an annval work
program and status report as prescribed by regulations for approval by the
Commission and such program shail as a minimum, contain the committed work.

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

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

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

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

(d} it meets the health, saltty and environmentai standards, as determined
by the Commission ;

(e) it provides for the elficient and commercial vse of facilities for
midstream petroleum operations ;

(/} it does not involve excessive capital or operating expenditures |

(g) it includes an approved Nigerian content plan pursuant {o the Nigerian
Oil and Gas Industry Contenl Development Act

(/) it includes an environmental management plan tn a form that complies
with section 102 of this Act ;

{{) it includes a decommissioning and abandonment plan and a
decommissioning and abandonment fund that complies with sections 232
and 233 of this Act ;

(/) it provides for the elimination of routine natural gas faring ;

(%) it does not relate to upstrenm petroleum operations that are in conflict
with domestic gas delivery obligation ;

(N itincludes—

{{) a detailed progranume for the recruitment and training of Nigerians
in all phases of petroleum operations handied directly by the licensee or
through agents and contractors of the licensee, and

{ify provision for scholarship schemes, internships, continuous
professional development and other training requirements;

(n) it compiies with the obligations to host communities under Chapter 3
of this Act ; and

() it includes a develop ment period sufficient (o construct any reguired
infrastructure and the development of the field.

(3) Where the development of a commercial discovery requires
construction of facilities for midstream petroleum operations in a manner
integrated with the upstream petroleum operations, # licensee may submit the
development pian as a single integrated 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.

AciNo 2.
2010,
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{5) Where a licensee does not submit a field development ptan 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
field, the licence shall continue until the process for the grant ol a lease has
been completed or the Commission has decided not to grant the lease.

(7) Where the licensee establishes and secures approval for an appraisal
area or declares a commercial discovery, a petroleum prospecting licence
shall, where required, be extended until the—

{a) grant of the petroleum mining lease ; or

(b) decline of the approval for the appraisal area or commercial discovery.

(8) Notwithstanding the provisions of section 78 {10) of this Aet, Lhe
holder of the retention area shall within two years after declaring a commercial
discovery, submit to the Commission-a field (Ie\relopment plan that complies
with the requirements in subsectzon (2}

(9) The Commission shall give its final decision to approve or dlsap;n ove
a field development plan within 180 days after the submission of the field
development plan in compliance with the requirements in subsection (2) and a
lease shali be granted upon the approval ol the field development plan.

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

4

(11) A commitment by a licensee under this section sha!ll be supported by
a bank guarantee, letter of credit or performance bond issued by a bank
acceptabie to the Commission for an amount determined by the Commission.

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

(13) Upon the granting of one or more petroleum mining leases, the
annual work program and status report referred 1o under section 78 {17) of
this Act shall include the program and report Jor each lease.

(14} A field development plan may be submitted in phases, with the
detailed provisions under subsection (2) relating to the first phase and the
possible subsequent phases described on a high level basis, with approval
being sought only for the first phase and amended field development plan
needs to be presented for each following phase wiere the lessee is willing (o
commit to such following phase,
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80.—(1) A licensez or lessee shall prompily notify the Commission of

any petroleum reservoir which extends beyond the boundaries of its licence or
lease area,

(2) The Commission may. for (he purpose of ensuring oplimwm recovery
of petroleum from a petroleum reservoir, require all petroleum operations relating,

to commercial discovery to be carried out by a licensee or lessee on the basis of

a unitised development of the applicable commercial discovery, where—

(@) the petroleum reservoir covered by an area to which a licence or
lease relates extends beyond the boundaries of such area intc an area 1o
which another licence or lease relates and in respect ol which a different
person is the licensee or lessee ; and

() at least one licensee ar lesseé has made a declaration of a commercial
discovery.

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

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

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

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

{5) Aunitagreement shall. in addition to the requirements of subsections
(3) and (4)—
(¢) be based on reliable technical. operational and economic
considerations ;

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

(¢} setout technical information regarding the petroletim reservoir subjecl
to unitisation, including structure mapping, net pay and such other engineering
and geophysical information as may be required by a regulation issued by
the Comimission under subsection (9).

(6) Where the applicable licensces or lessees are unable to reach
agreement within the time limit imposed by the Commission under subsection
(3}, the Commission may, in compliance with subsections (4) and {5), require
the licensees or {essees to jointly appoint a consultant (o develop terms and
counditions that are fair and equitable 1o licensees or lessces and Government

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

{7y Where a petroleum reservoir extends beyond the boundaries ol the
licence or lease into an adjacent arca which is not covered by a licence or
lease, the Commission may—

{a} extend the boundaries of the licence or lease to include the eatire
petroleum reservoir within such licence or lease, provided that the licensec
or lessee submits to the Commission a leld development plai that includes
the additional adjacent area acceptable 1o the Commission : or

(5) conduct a bid round for the adjucent area in accordance with the
licensing round guidelines and the provisions of this Act.

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

(9) The Commission may from time 1o time issue regulations in relation

to unitisation.
Petroleum 81.—(1) A petroleum mining lease shali be granted for each commercial
mining discovery of crude oil or natural gas or both, Lo the Ticensee of a petroicum

leascs. prospecting licence who has—

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

(b) received approval for the applicable lield development plan lront the
Commission.

(2) A petroleum mining lease shatl be granted under sections 70(2) and
74 of this Act, where a prospective lease area contains petroteum [teld with
suspended wells or continuing commercial production, where the corresponding
petroleum mining lease has been revoked or has expired.

(3) A petroleum mining lease granted under subsection {2) may tnelude
an appraisal phase and the development and production of the field may include
a work program requirement to enhance ongoing production.

() Alicensee shall subject to subsection ( 7), propose that a separate petroleum
mining lease be granted for each commercial discovery to which a petroleun
prospecting licence relates prior to the expiration of the applicable petrolenm
prospecting licence.
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{5) Notwithstanding any grant ol a petroleum mining lease under
subsection (4), the applicable petroleum prospecting livenee shatl continue for
the remaining area to which that licence velates for the duration provided for
in that ticence.

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

{7) The Commission shall approve the proposed arca, which shall contain
every parce! within the outer boundary of the field based on oil-water contacts,
spill point, intersection of planned development wells with the reservoirs or
other reservoir timits, including a zone surrounding the boundary consisting of
all parcels that are in whole or in part within one kilemetre of such outer
boundary, provided that such area shall not contain parcels—

{a) outside the original licence area from which the lease is derived ;
(P) in areas relinquished by the licensee ; or

(¢) in an existing petroleum mining lcase.

{8) The Commission may approve modification of an area of a petroleum
mining lease to include further parcels as are appropriate, based on the criteria
prescribed under subsections (6) and (7), where during the period provided
for in a petroleum prospecting licence, the outer boundary of the commereial
discovery changes due to further

() drilling or other exploration activitics j or
(B) petroleum discoveries in deeper or shallower formations,

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

(10) A petroleum mining lease shall not consist of an area that is less
than one parcel or where a parcel has been subdivided under section 69 (5) of
this Act, less than one subdivision of such parcel.

(11) Notwithstanding the provisions of this section, a petroleum mining
lease may also be granted under scetions 74 (3) and 93 ol this Act.
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{12) Where a lessee makes a separale commercial discovery underneath
the area of a petroleum mining lease in shallower or deeper formations, the
lessee may present a development plan for such discovery and upon approval
of such plan the lessce shall be granted a separate lease for such commercial
discovery.

82.—(1) A lessee under a petreteum miining lease shall have the exclusive
right te carry out the development and production of the petroleum with respect
to the formations under the lease area as defined in the lease.

(2) A lessee under a petroleuns mining lease shall have the exciusive
right 1o drill expleration and appraisal wetls in the lease area and the noa-
exclusive right to casry out petraleum exploration operations.

(3) A petroleum mining lease for conducting upstream petroleum
operations shall only be granted on the basis ol a conmitment lrom the
applicable lessee to—

(@) develop and produce the commercial discovery of erude oil ornatural
gas in the area to which the lease relates in accordance with the applicable
field development plan ; or

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

(4) The Commission shall, during the tern ofa petroleumn mining lease,

{a) verify the implementation of the work commitments by the applicable
lessee and its compliance with the applicable lield development plan;

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

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

83.—(1) Alicensee or lessee shalt tor each petroleum prospecting licence
or petroteum mining lease provide a yearly summary of royalties, fees, 1axes,
profit oil shares and other payments to Government within six months after
each caiendar year to the Commission and the Minister of Finance through
the Accountant-General of the Federation and in case of joint ventures, where
an operator makes payments to Government, the operator shall provide the
required information and where individual holders of the licence or lease make
such payment, the individual holders shall be responsible lor providing the
information and where consolidation applies on a consolidated basis.
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(2) The Commission shall define the required detail and classification of
the summary under subsection (1) and the summaries shall be non-confidential
and published on the website of the Commission.

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

(«) not be confidential ;

{6) be published on the website of the Commission within one year after
the effective date ; and

(¢) be provided to the Commission by a contractor of NNPC, licensee or
lessee within one year afier the effective date.

(4) A contractor, ticensee or lessee who does not or partially provides
the Commission with the required information referred 1o in subsection (3},
within the stipujated time contravenes the provisions of this Act and is liabie to
an administrative penalty of the sum of US $10,000 for every day the default
subsists.

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

(6) Alicensee or lessee who obtained geological, geophysical, geochemical
and other technical petroleum data during upstream petroleum operations as
determined by the Commission shall immediately provide the data to the National
Data Repository of the Commission.

(7) The data referred to in subsection (&) shall not be confidential,

except [or—

{«) trade secrets and proprietary information and other information as
approved by the Commission ;

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

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

(¢f) such other 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.
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(8) Data in the National Data Repository of the Commission shall be
accessible to any interested person under such terims as may be determined
by the Commission, provided, however, that the respective fees required for
making non-confidential data avaiiable shall not exceed the reasonable cost of’
copying any data and a minimal hourly payment for the use of work stations.

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

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

85.—(1) The Commission shall devetop a model licence and model fease,
which may contain an ohligation to comply with fiscal obligations and other
provisions related to fees, rents, royalties for such contract attached to or
incorporated in the mode! licence or model lease.

(2) The model licence and model lease referred to 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 petrolewm on terms under which the financial risk-bearing
party shall recover costs from a share of production as estabiished in the
contract from the applicable area ;

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

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

(¢ a concession agreement for exploration, development and production
of petroleum, which may include an incorporated or unincorporated joint
venture with NNPC Lbmited : and

{2) any contract being a variation of the contracts under paragraphs (),
(&) (c) or {d) or a contract which, at the time, is an internationatly recognised
form of contract for the exploration and production of petroleum.

(3) Alicence or lease described under subsection (1) shall not be granied
by the Minister unless the appropriate model contract is attached to the licence
or lease as a guide on the relevant fiscal obligations.
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(4) A contract as provided for under section 85 (2) {«/) of this Act shal!
include a carried interest provision, whereby—

() the Government through the NNPC Limited has the right to 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 refinded cost shail relate to development and
production and shall not include bonuses and penalties, interest, premium or

markups on cost ; .

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

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

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

{(g) the termms, conditions and financial details of any right of participation
by the government under this subsection shall be contained in the model
contract prepared by the ccmmlsmon in consultation with NNPC Limited.

86——(1)A petroleum mining lease granted under section 81 of this Act
shall be for a maximum.period of 20 years, which term shall inciude the
development period prescnbed under subsection (4)

{2) Where a petrqteum mining lease does not initiate regular commercial
production within the stipuiated dev elopment period prescribed under subsection
(4), the Commission shall recommend to the ‘Minister to revoke the lease or
license at the end of the stipulated devempment period, unless the lessee or
ficensee can provide 1o the Commission a Valid reason that in the Commission’s
opinion is substantial, in WhICh case the Commission shall recommend to the
Migister to extend the development period accordmgly

(3} Where a petroleum mmmg, lease is revoked under subsection {2),
the applicable acreage shal] vest in the Government and be controtled and
administered by the Commission, which may be subject to a new petroleum
mining lease granted in accordance with section 81 of this Act.

(4) The development period for a petroleum mining lease granted under
section 81 of this Act shall be the period established in the field development

Duration and
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licences.



A 1%

2021 No. 6 Petrolewm Industry Act, 202}

Conditions
for renewal
of
petroleum
mnining
leases.

plan under section 79 (2) (#) of this Act and where development period is not
stipulated, the development period shall be—

(&) five years for an onshore fease 1 and

(b) seven years for a lease in shallow water or deep offshore or a lease
in a frontier acreage.

(5) Acreage in respect of an expired or revoked petroleum mining lease
under this Act shall be subject to a new bidding process under section 73 of
this Act where there Is still commercial production possible, unless the term of
the petroleum mining lease is extended under this Act,

(6) A petroleum mining lease which continues to produce in paying
quantities may be renewed by the Commission in accordance witl: section 87
of this Act for one or more successive additional terms, of not more than 20
years each, provided that—

(a) the field continues to produce in paying quantities ; and

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

{7} A petroleum mining lease which ceases to produce in paying quantities
for a period of not less than 180 days may, except for force majeure or any
other reason acceptable to the Commission, be revoked by the Commission,

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

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

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

(a) has fulfilled its obligations relating to the development of the lease
area ;
(&) has fully met all payments requirement under this Act or any other

enactment in respect of royalties, rents, taxes and fees relating to the
petroleum mining lease ;

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

() has discharged all operational obligations in compliance with applicable
rules and regulations.
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(3} The renewal referred to under subsection {2) shall be on ternis and
conditions determined by the Commission and the lessee shalf pay a renewal
bonus of an amouut specified by the Commission based on the percentage ol
(he market value on the renewal date preseribed in the regulation made under
ihis Act,

(4) The Commission may. in public interest, change. hinpose or add new
lease conditions, which shall be published in the Federal Government Guzetre.

88.—(1) Prior to the expiration of the initial exploration period of three
years ol of the optional extension period of three years under section 77 (1) of
this Act, a licensee shall retinquish every area that is nol an appraisal area,
retention area or lease area based on parcels or sub-parcel under section 69

of this Act.

(2) Prior to the expiration of the initial exploration period of five years or
of the 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
areg or Icase area on parcel or sub-parcel under section 69 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
untif all related petroleum mining leases have been granted or denied.

(4) A licensee of a petroleum prospecting licence may voluntarily relinguish
parcels and sub-parcels under section 69 of (his Act, provided that the -

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

(b) shape of a relinquished block shall be approved by the Commission
to maintain acreage of shape that is viable for award in a future licensing
round,

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

(¢} the applicable lessee shall relinguish all pareels whicl do not fall
within the boundary of a 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 Government.

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

Relinguish-
ment.
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"{7) Anarea or zone relinquished under this section, shall be vested in the
Government and administered by the Commission and the relinquishments
shall be in a north-south, east-west dircction and defined in a rectangular or
square shaped compact usnit.

(8) Any rent paid in respect of an area or zone that is relinguished under
this section shall not be refundable and such relinquishment shail be without
prejudice to any obligation or liability imposed by or incurred under the applicable
licence or lease.

(9) Where the deep rights have been relinquished and subsequently
granted to a third party under subsection {5} {b), the Commission shali ensure
that the licensees or [essees of the overiapping petroleum rights shall enter
into a cooperation protocol based on good international petroleum industry
practices, dealing with matters such as non-interference measures, location
of wells, construction of gathering lines, unauthorised production [rom
reservoirs, notice of dangerous operations, joint emergency response, joint
use of cerfain facilities and pipelines, land and water rights and such other
matters as the Commission deems required for optimal petroleum operations
pursuant to regulations.

89.—(1) Notwithslanding the provisions ol this Act on relinquishment, a
holder of a petroleum prospecting licence, petroleum exploration licence or
petroleum mining lease may surrender part or the whole of the licenced or
leased area, provided that the licensee or lessee has—

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

(b) given three months’ notice in writing to the Commission prior to the
surrender. '

{(2) Any rent or fee paid prior to a surrender under subsection (1} shalt
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. ' -

90. Subject to applicable law, terms and conditions prescribed by the
Commission, a holderofa petroleum 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 lincs,
telephone lines, power lines and other similar lines through or across the arcas
the holder may require.
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91.—(1) Subject to subscction (2), the Comumission may preserve in - Rights of
accordance with applicable law, a right of way, easement or other right over  way reserved
{ar e

an area 10 which a petroleum prospecting licence, a petroleum exploration
licence or a petroleum mining lease, which the Commission considers
necessary for the laying, operaiion and maintenance of pipelines, telephone
lines and power lines and any right of way or other righl reserved shall continue
for the benefit of any person lo whom the Commission may subsequently
grant the same,

(2) Where a holder of a petroleum prospecting licence, petroleum
exploration licence or petroleum mining leasc is of the opinion that a reservation
made by the Commission under subsection (1) alTects the health, safety or
environment of a person, the licensee or lessce may object to the reservation
in writing and the Commission shall reconsider the reservation in light of the
objection.

{(3) The holder of a petroleum prospecting licence, a petroleum exploration
ticence or a petroleum mining lease shall—

{cr) be entitled to enter and remain on the Jand 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 planning or
regulating the construction, alteration, repair or demolition of buildings, or
providing for similar matters, which relates to the carrying oul of operations
authorised by the licence or lease.

92.—(1) A holder of an existing ot prospecting iicence or otl mining
lease may enter into 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 lessee
complies with the provisions of this Act.

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

(¢} any stability provisions or guarantees provided by NNPC in respect
of oif prospecting licences or oil mining leases to be converted shall be null
and void ; and

(b) the incentive provisions contained in sections {1 and 12 of the
Petroleum Profit Tax Act shall not apply.

Conmission,
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{4) A conversion contract shall be concluded at a date ("conversion
date™} which is the carlicr ot—

(a} 18 months from the effective date ; and

(b} the expiration date of the oil mining lease or date of ¢onversion ot the
oil prospecting licence Lo an oil mining lease.

(5) Prior to the conversion date, the terms applicable to th2 oif prospeeting
licence or oil mining lease prior o the eflective date shatl continue to apply.

{6) Where a holder of an existing oil prospecting licenze or oil mining,
lease does not enter into a conversion contract prior to the conversion date,
the terms and conditions applicable to the oil prospecting licence or oil mining
lease prior to the effective datc of this Act shall continue to apply to the oil
prospecting licence or oil mining lease, subjecl (o sections 124 (2}, 125 (6),
174 (6), 303 (1 and 311 {2) (M) of this Act.

(7} Where an oil prospecting licence is converted, the term ol years
included in such licence shail apply to the converted petroleum prospecting
licence.

93. (1) A holder of oil mining lease, including oil mining lease that s
subject to production sharing contract, shall at the renewal dete applicable o
the oil mining lease or at the conversion date, designate each arca and zone of
the o1l mining lease as areas and zoncs—

(@) which, in the opinion of the holder, merit appraisal a1d for which the
holder of the oil mining lease is preparcd (o present an appraisal program
under section 78 of this Act

(&) in respect of which the holder is prepared 10 make a declaration of a
commercial discovery under section 78 of this Act and submit a field
development plan 1o the Commission under section 79 ol this Act ;

(¢) inrespect of which the holder is prepared to make a declaration ol'a
significant gas discovery ora significant crude oil discove y under section
78 of this Act and submit an applization for approval of a retention area ¢

() n respect of which development ofF a ficld is und :rway based on
prior approvals afier having declered the discovery commercial or it no
such declaration was made after having made a final investment deeision
to develop the field ; and

(e) in respect of which regular commercial production {s oceurring.
(2) Where the total acreage selected under subsection (1) is less than
40% of the area to whicl the applicable oil mining lease applies, the holder may
l b= -

select additional areas covered by the oil mining fease for conversion to a
petroleumn prospecting licence in such a manner that the total of all arcas sclected
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shall not be more than 40% of the oil mining lease area and where the total
acreage selected under subsection (1) is more than 40%, the holder shall be
entitied to keep such larger area, consisting solely of the selected areas.

(3) Any sélected area under subsection (2) shall be based on parcels.

(4) Areas and zones subject to an oil mining leasc and not selected by
the holder under subsections (1) and (2) shall be relinquished by the holder.

(5) The relinquishment date for the purpose of subsection (4) shail be
the renewal date or where the holder of the oil mining lease decides to convert
under section 92 (1) of this Act, the conversion date.

(6) Subject to section 94 of this Act on the applicable relinquishment
date, the Commission shall convert the applicable oi! mining fease in respect
of each area and zone—

{a) designated by a holder under subsection {1) («), {(#). (¢} or (2) into a
petroleum prospecting licence in accordance with section 78 of this Act,
with fiscal terms as applicable under section 267 (») and other terms of
Chapter 4 of this Act for new acreage and with the relinquishment date
being the effective date for such petroleum prospecting licence ; and

(b) selected under subsection (1) (¢) and (¢), into petroteum mining
leases, with fiscal terms as applicable under section 267 (@) and other
terms of Chapter 4 of this Act to the lease, provided that, for—

(#) production sharing contracts for the determination of the profit oil
sliding scale based on cumu!allve production, the tolal production from
all petroleum mining !eases shal] be applicable, and

(i) royalty purpose, the’ product:on of each pulo[cum mining lease
shall be the basis.

{7) Where a licensee of an oil prospecting licence, including any oil
prospecting licence that is subject to a production sharing contract, voluntarily
opts to convert its licence to a petroleum prospecting licence under section 92
of this Act, it shall select as provided in subsection (1) the arcas 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) («), (/) and (c) of this
Act as areas to be continued under the petroleum prospecting licence under
this Act, with fiscal terms as applicable under section 267 (b) and other
terms under Chapter 4 of this Act for new acreage ;

{b) selected under section 93 (1) () and {¢) of this Act shall be converted
into petroleum mining leases with fiscal terms as applicable under section
267 (o) and other terms of Chapter 4 of this Act, applicable to these leases,
provided that—
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(7) witli respect to production sharing coniracts for the delermination
of the profit oil sliding scale based on cumulative production. the total
production from all petroleum mining leases shall be applicable, and

(i} Tor royalty purposes, the production of each petrolemn mining
lease shall be the basis ; and

{c) the remaining area shall continue as exploration area under the
petroleum prospecting ticence, with fiscal terms as applicable under Chapter
4 of this Act for new acreage.

(8) With respect to existing oil mining leases where NNPC held vested
rights to natural gas prior to the effective date of the Act, under a conversion
pursuant to subsection (6) {&) and {b), NNPC Limited shall retain these rights
and where NNPC Limited relinquishes such rights, the conversion contract
under section 92 (1) of this Act, shall include a consideration to NNPC Limited
for the market vatue of the rights refinquished.

94.—(1) A producing marginal field shall be allowed to continue to
operate under the original royalty rates and farmi out agreements, but shall
convert to a petroleum mining lease under this Act, with terms applicable
under sections 267 (#), 302, and ather provisions under the Act within 18
months from the effective date.

(2) A discovery declared as a marginal ficld prior to st January, 2021
and is not producing shail be converted 1o petroleum prospecting licence and

‘'shalt benefit from the terms for new acreage under Chapter 4 of this Act.

(3) Where the discovery has been transferred to Government, the
Commission is entitled to offer the petroleum prospecting licence in a bid
round under section 74 of this Act,

(4) Within three years of the effective date, any marginal field that has
not been transferred to Government, shall be subject to the folowing process
and the holder ol'1he oil mining lease—

(@) present a ficld development plan for the marginal field ;

{b) with the consent of the Cemmission and on terms and conditions as
the Commission may approve under regulations, farm out the discovery ; or

(¢) relinquish the ficld in accordance with the provisions of this AcL.

(5) The consent of the Commission o the farm-out of a marginal field
under subsection {4) (h) shall, amongst others, be subject to the farmee
presenting a field development plan over a period of time agreed with the
Commission and a regulation made under this Act.
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(6) The failure to present a field development plan under section 94 (4)
() of this Act or within the time frame specified under section 94 (5) of this
Act shall require the relinquishment of the marginal field.

{7) Amarginal field relinquished under subsection (4) (¢} or (6) shafl be
vested in the Government and be administered by the Commission.

{8) For the purpose of this section—

{a) “marginal field” means a field or discovery which has been declared
a marginal field prior to 1st January 2021 or which has been lying faltow
without activity for seven years after its discovery prior to the effective
date ; and ‘

(b) “farm-our” means an agreement between the holder of a petroleum
mining lease or petroleum prospecting licence and a third party, which
permits the third party to explore, prospect, win, work and carry away any
petroleum encountered in a licence or lease area during the validity of the
licence or lease.

(9) No new marginal fields shall be declared under this Act.

95.—(1) A holder of a petroleum prospecting licence or petroleum mining
lease shall not assign, novate or transfer his licence or lease or any right,
power or interest, or a shareholder of an incorporated joint venture shall not
sell or transfer its shares without prior written consent of the Minister.

{2) The consent of the Minister under subsection (1) shall be granted
upon the recommendation of the Commission.

(3) For the purpose of subsection (1), a change of control in the holder of
a licence or lease under subsection (1) shall be deemed to be an assignment.

(4) Alicensee or lessee wishing to assign, novate or otherwise transfer
its interest, or a shareholder of an incorporated joint venture wishing to sell or
transfer its shares under subsection (1), shall make an application for approval
of the transfer to the Commission in the format prescribed by the Commission,
and be accompanied with any other information that may be pursuant to any
regulations published by the Commission.

(5) Notwithstanding the provisions of subsection (1), a holder of a licence
or lease may by way of security, wholly or partly assign, pledge, morigage,
charge or hypothecate its interests under the applicable licence, lease or grant
a security interest in respect of the interest, provided that the consent of the
Commission shall be obtained.

Assignments.
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(6) The Commission shatl within 60 days of the receipt, act on the
application of the licensee or lessee under subsection (4) and on the request
for consent under subsection (5) and the consent of the Commission with
respect to subsection (5) shall not be uareasonably withheld.

(7) Within 60 days of the receipt of the recommendation of the Commission
under subsection (4), the Minister shall consider it for approval, such approval
not to be unreasonably withheld, and where—

(&) the Minister rejects the recommendation of the Commission, the
Minister shall provide the reason for such rejection ; and

{(b) no response on the application has been received within 60 working
days from the receipt of the recommendation of the Commission, the consent
of the Minister under subsection (1) shall be deemed to have been granted.

{8) Where the consent of the Minister is granted in respect of the
application for a transfer, the Commission shal} promptly record the transfer
in the appropriate register.

(9} The Commission shall communicate the refusal or approval of an
application for an assignment, novation or transfer of a licence or lease in
writing to the applicant.

(10) Where the application for an assignment or a transfer of a petroleum
prospecting licence or petrofeum 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 applicant or by
third paities in respect of the application.

(11) The Minister may grant consent to an assigninent, novation or transfer
of a petroleum prospecting licence or petroleum mining lease, subject to the
following terms and conditions which the Commission may consider appropriate,
that the proposed transferee—

(a) is a company incorporated in Nigeria ;

(b} is of good reputation and standing ;

(c) has sufficient technica! knowledge, experience and financial resources
to enable it effectively carry out all responsibilities of a licensee or [essee
under the licence or lease ; and

Act No 1. (&) shali comply with the Federal Competition and Consumer Protection
2018, Act.

(12) The Commission shall make regulation to prescribe for paymentof
fees as a condition for any transaction under subsection {1), which fee shall
be based on a percentage of the value of the transaction and shall not be tax
deductible. :
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{13) The consummation and details of any transaction to which subsection
(1) applies shall be—

() fully disclosed to the Federal Inland Revenue Service by the parties
to the transaction ; and

(&) published in the Federal Government Gazette by the Commission.

(14) For the purpose of this section, “change of control” means any
person or persons acting jointly or in concert, to acquire direct or indirect
beneficial ownership of a percentage of the voting power of the outstanding
voting securities of the holder, by contract or otherwise, that exceeds 50% at
any time.

(15) A holder of a petroleum exploration licence shall not assign, ovate
or iransfer his licence or any right, power or interest without prior written
consent of the Commission,

96.—{1) Upon receipt of the written recommendation of the Commission
for revocation, the Minister may revoke a petroleum prospecting licence or
petrolenm mining lease, where the applicable licensee or lessee—

(c) fails to conduct petroleom operations in accordance with good
international petroleum industry practices, the provisions of this Act and
any other relevant legisiation ;

(b} interrupts production for a period of over } 80 consecutive days without
justification or as provided for in the applicable licence, lease or approved
field development plan, provided that an event of force majeure shali be an
acceptable justification for interruption ;

{¢) fails to fulfil the terms and conditions of the applicable licence or
lease or the approved field development plan ;

(d) fails to pay to Government, as they become due, rents, royalties,
taxes or other payments or production shares under this Act ;

(e) fails to furnish any reports or data on operations as required by law
after having been advised in writing by the Commission of such failure ;

(/) assigns, novates or otherwise transfers any interest in the applicable
ticence or lease other than in accordance with section 95 of this Act ;

(g) has obtained an interest, in the applicable licence or lease based on
false representation or contrary to corrupt practices and money laundering
laws ;

(/) is declared by a court of competent jurisdiction to be insclvent,
bankrupt or is liquidated, in each case except as part of a solvent plan or
scheme of re-organisation, amalgamation or arrangement ;

Grounds lor
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(i) has failed to comply with environmenta! obligations required by
applicable law or by the provisions of the applicable licence or lease ;

{7) 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
applicabie faw ;

(k) does not submit and advance a field development plan and work
commitment under sections 78 and 79 of this Act;

(/) fails to abide by any expert determination, arbitration award or
judgment arising from the dispute resolution provisions set forth in a licence,
lease or this Act ;

() fails to compiy with domestic crude oil supply or domestic gas delivery
obligations under this Act and any subsidiary regulation ; or

() fails to comply with the host communities obligations under this Act.

(2) Subsection (1) (7) shall apply to a former public official or member of
Government only where the applicable interest was acquired while the public
official was in office or was a member of the Government.

97.—(1) Prior to the revocation of a petroleum prospecting licence or
petroleum mining lease by the Minister under section 96 of this Act, the
Commission shall—

(@) serve a notice of default on the applicable licensee or lessee stating
the grounds upon which the Commission may recommend a revocation of
the licence or lease to the Minister ; and

(b) provide the licensee or lessee with a remediation period of not iess
than 60 days within which to remedy the default.

(2) Where the Commission is satisfied with the remedy provided by the
licensee or lessee under subsection (1) (), the revocation process shall
terminate.

(3) Wherte, at expiration of the remediation period provided under
subsection {1) {b), the default persist, the licence or lease may subject to the
provistons of section 99 of this Act, be revoked in accordance with section 96
of this Act.

(4) A notice of default shali be—

{a) sent by the Commission to the last known address of the licensee or
lessee or its legal representative in Nigeria, or

(b) published in the Federal Government Gazelfe or on the website of
the Commission,
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each of which shall constitute sufficient natice to the ficensee or lessee of the
notice of default. )

(5) Revocation of a petroleum pmspecting'licencc or petroleum mining
lease shall be without prejudice to any—

(a) liability or obligation which the licensee or lessee may have incurred
in favour of the Commission, the Government or any third party ; or

(b) claim, which the Commission, the Federal Government or any third
party may make against the licensee or lessee.

(6) Arevocation decision shall be published in the Federal Government
Guazette and the Commission shall amend relevant registers maintained by it
to reflect the revocatios,

98.—(1) Within 30 days of the revocation of a petroleum mining lease
or participating or shareholder interest in a petroleum mining lease which is
producing, the Minister may, on the recommendation of the Commission, appoint
an interim operator to ensure petroleum operations continue from the areas
and zones subject to the petroletm mining lease based on good international
petroteum industry practices.

(2) The interim operator appointed under subsection (1) shall serve for
a period to be determined 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, transparent and competitive bidding process for the grant of a new
petroleum mining lease to replace the revoked petroleum mining lease,

99.—(1} Where two or more persons are holders of a petroleum
prospecting licence or petroleum mining lease and one or more of the
grounds for revocation set forth in section 96 of this Act applies tc not all
of the holders, the Minister—

{a) may, in accordance with section 96 of this Act, revoke tie
participating or shareholders interest of the holder or holders to which
the grounds apply ; and

(5) shall not revoke the interests of the other holder or holders to which
the grounds do not apply.

{2) A hoider to which the grounds apply under subsection (1) (g} is
referred to as a “defaulting holder™ and a holder to which the grounds do not
apply under subsection (1) (b) is referred to as a “non-defaulting holder™.

Administrition
of'a revoked
praducing
lease.

Power of
revocation of
participatiitg
or
sharcholders
interest.



A 206

2021 No, 6 Pelrbhzum Industry det, 2021

Fees.
royaities.
rents and
other
payments to

Government.

{3) Upon a revocation of an interest under subsection (1) (@), the rights
of the defaulting holder shali cease without prejudice to any obligation or liability
incurred or imposed on the defaulting holder under the terms and conditions of
the licence or lease prior to the time of the revocation.

(4) The interests of each non-defaulting holder shall not be affected by
a revocation of the interest under subsection (1) (6) and the non-delaulting
holders shall take such measures as provided for under the joint operating
agreement or shareholder agreement to redistribute the revoked participaling
or shareholder interest to the non-defaulting holders or third parties.

(5) Where subsection (1) applies, an assignment to a third party may
require the approvals stipulated under this Act and any replacement of the
operator wiil require the approval of the Commission.

{6) The Minister may revoke a licence or lease, where a non-defaulting
holder under subsection {1} (), fails to—

(o) take responsibility for the payment of rents, royalties, taxes, production
shares, profit shares or other contractual payments to Government of the
defaulting holder under the licence or lease ; or

() comply with any other obligalion under the licence or lease in'a
manner that may result in the revocation of the licence or lease under section
96 of this Act.

100.—(1) A holder of a petroleum prospecting licence or petrofeum
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 reguiations made by the Commission.

(2) Where royalties, fees, rents, production or profit shares or other
required payment to Government due under this section remains unpaid for a
period of 30 days after the date when it becomes due for payment, it shall be
considered as a debt to the Commission with interest accruing at a prevailing
Central Bank of Nigeria (CBN) rate to be provided for in a regulation issued
by the Commission. -

(3) The Commission may, after the 30 days period referred to under
subsection (2) and until the debt is repaid, together with accrued and unpaid
interest—

(&) enter into and upon any land, property or premises owned, possessed
or occupied by the helder of the licence or lease ;

(b) seize, distrain and sell any petroleum, petroleum products, engines.
machinery, tools, implements or other effects belonging to the hotder of the
licence or lease, and the costs incurred by the Commission in connection
with the seizure, distress and sale shali be added to the debt ; and
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(¢) outof money arising from the sale of any item referred to in paragraph
(b), pay off the debt and any surplus shall be paid by the Commission to the
holder of the licence or lease.

(4) Payment to Government referred to under this section shall not be
waived or discounted.

{5) Nothing in this section shall be interpreted as to reduce or amend the

provisions of section 96 (1) (/) of this Act.

161.—(1) A licensee or lessee shall not enter upon, occupy or
exercise any of the rights or powers conferred by its licence or lease in
relation to any—

(&) area held to be sacred, the question as to whether the area is sacred or
not shall be decided by the customary court of the area, where necessary ;

{b) part of the following relevant areas, except it obtains a written
permission from and subject to conditions as may be imposed by the
Commission, any part—

() set apart for, used or appropriated or dedicated to public purposes,

(ify occupied for the purposes of the Government of the Federation or
a State,

(iif) situate within a township, town, viliage, market, burial ground or
cemetery,

(iv) which is the site of or is within 50 yards of any building, installation,
water reservoir, dam, public road or tramway or which is appropriated
for or situate within 100 metres of any railway, or

(v) of the tand under cultivation ;

{c) any part consisting of privately owned or legally occupied fand other
than private land fatling under paragraph (b) except permission in writing to
do so has been obtained by the licensee or lessee {rom 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 proposed
to be occupied and the purpose for which it is required, and

(if) paid or tendered to the person in lawful occupation or the owner
or owners of the land fair and adequate compensation ; and

() dispute under paragraph (¢) as to who is in lawful occupation or the
owner of any land or as to tiie amount of any compensation payable, the
ticensee or lessee, pending the determination of the dispute, shall deposit
with the Federal High Court, with jurisdiction over the matter, such sum as
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shall be deterrnined by the Federal High Court to be reasonable compensation
payable to the rightful owner or occupier of (he land, having due regard to
the existing regulatory framework.

(2) A person shall not, in the course of petroleum operations—
(&) injure or destroy any tree or object which is—

(i) of commercial value, or

(if} the object of veneration to the people resident within the licence
or lease area ;

(&) damage or destroy any building or property ; or
{c) disturb or damage the suiface of the land or any other rights {o any

person who owns or is in lawful occupation of the surface area covercd by
the licence or lease.

(3) A licensee or lessee who causes damage under subsection (2) shall
pay fair and adequate compensation to the persons or communities directly
affected by the damage or injury.

(4) The amount of compensation payable under subsections (1) (¢) (i7}
and (3) shali be determined by the Commission and prescribed by regulation
made under this Act.

(5) Where a licensee or lessee fails to pay compensation as prescribed
under subsection (4) withtn 30 days, the Commission may apply sanctions in
accordance with reguiations made under this Act.

102.—(1) A licensee or lessee who engages in upstream and midstream
petroleum operations shall within—

(@) one year of the effective date, or

(5) 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 the Comymission or Authority,
as the case may be.

{2) The environmental management plan under subsection {1) shalt be in
accordance with the extant Acts.

(3) The Commission or Authority, as the case may be, shat! approve the
environmental management plan, where—
{a) it complies with relevant environmental Acts ; and

(&) the applicant has the capacity or has provided for the capacity 1o
rehabilitate and manage negative impacts on the environment.
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{(4) The Commission or Authority, as the case may be, shall in considering
the environmental inanagement plan, take into account the policy thrust of the
Government regarding environmental protection and management practices,

(5) The Commission or Authority, as the case may be, may request for
additional information from the licensee or lessee and may direct that the
environmenta! management plan be adjusted in a manner the Commission or
Authority may require,

(6) The Commission or Authority, as the case may be, may afier its
approval of an environmental management plan and alter engagement with
the operator of a licence or lease, call for an amendment of the environmental
management plan.

(7) Chemicals shall not be utilised for upstream petroleum operations,
except the Commission grants an applicable permit and approval.

103,—(1} As a condition for the grant of a licence or lease and prior to
the approva!l of the environmental management plan by the Commission or
Authority, a licensee or lessee shall pay aprescribed financial contribution to
‘an environmental remediation fund established by the Commission or Authority,
as the case may be, for the rehabilitation or management of negative
environmental impacts with respect 1o 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.

{3) The financial contributicn to an environmental remediation fund under
subsection (1) shall be subject to audit by the licensee or lessee, in accordance
with guidelines that the Commission or Authority may, as the case may be, issue.

{4) Where licensee or lessee fails to rehabilitate or manage or is unable
to undertake the rehabilitation or management of any negative impact on the
environment, the Commission or Authority, as the case may be, may, upon
written notice to the holder, apply the fund under subsection (1) to rehabllltate
or manage the negative environmental impact.

(5) A licensee or lessee shall, under subsections (1) and (2) assess its
environmental liability annually and increase its financial contribution to the
satisfaction of the Commission or Authority, as the case may be.

(6) Where the Comimnission or Authority, as the case may be, is not
satisfied with the assessment and financial contribution referred to in this
section, the Commission or Authority, as the case may be, may appoint an
independent assessor to conduct the assessment and determing the financial
contribution.
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Gas flaring 104.—(1) A licensee, lessee or marginal field operator that {lares or
penalties. vents natural gas, except —

(@) in the case of an emergency,

(&) pursuant io ain exemption granted by the Commission, or

{c) as an acceptable safety practice under established reguiations,
commits an offence under this Act and is liable to a fine as prescribed by the
Commission in regulations under this Act.

(2) Afine due under this section shall be paid in the same manner and be
subject to the same procedure for the payment of royalties to the Government
by companies engaged in the production of petroleum.

(3) A fine paid under this section shall not be eligible for cost recovery or
be tax deductible.

(4) Money received from gas flaring penalties by the Commission under
this section, shall be for the purpose of environmental remediation and relief
of the host communities of the settlors on which the penalties are levied.

Prohibition 105.—(1) A licensee or lessee shall pay a penalty prescribed pursuant

of ﬂl‘;rmg;’r to the Flare Gas {Prevention of Waste and Pollution} Reguiations.

venting o

natural gas. (2) The Commission shali have the right to take free of charge natural
gas that is destined for flaring at the flare stack.

Measurernent 106.—(1} A licensee shall, prior to the commencement of petroleum

of flared production, install metering equipment conforming to the specifications

natural gas.

Exemption.
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prescribed on every facility from which natural gas may be flared or venled
as the Commission or the Authority may prescribe in a regulation.

(2) Alicensee or lessee who fails or refuses to install metering equipment
under subsection (1) commits an offence and is liable to a fine as the Commission
or the Authority may prescribe under a regulation,

107, The Commission or the Authority may grant a permit 1o a licensee
or lessee to allow the flaring or venting ot natural gas for a specific period—

(a0} where it 1s required for facility start-up ; or
(b} for strategic operational reasons, including testing.

108. Notwithstanding any provision to the contrary under this Act, a
ticensee or lessee producing natural gas shall, within 12 months of the elfective
date, submit a natural gas flare elimination and monetisation plan to the
Commission, which shall be prepared in accordance with regulations made by
the Commission under this Act. '
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109.—(1} The supply of crude oil and condeasates for the domestic
market shall, subject to subsection (2), be on a witling supplier and willing
buyer basis.

(2) The Commission may issue regulations or guidelines on the mechanism
for the imposition ofa domestic crude oil supply obligation on lessees of upstream
petreleum operations, inciuding applicable penalties.

(3) The Authority shall supply the Commission on a regutar basis the
crude oil requirements of refineries in operation and where shortages or
inadequate supply conditions occur report such conditions to the Commission.

{4) The Commission shall ensure that the domestic crude oif supply
obligation contains the following, that—

(@) crude oil may only be sold to holders of crude oil refining licences,
whose refineries are in operation ;

(8) the supply of crude oil shall be commercially negolinted between
the lessee and the crude oil refining licensee, having regard (o the prevailing
international market price for similar grades of crude oii ; and

(¢) holders of crude oil refining licences shall provide payment guarantees
as required by the applicable jessee, and payment for ciude oil purchased
pursuant to obligations shali be in US dollars or Naira, as may be agreed
between the lessees or suppliers and the licensee ol the relining licence,

110.—(1) Subject to subsections {2} and (4), the Commission shall, by a
regulation or guideline made under this Act,—

(a) prescribe and aliocate the domestic gas delivery obligation among
all lessees before 1st March of each year based on the domestic gas demand
requirements determined or updated under section 173 ol this Act; and

(b) ensure compliance by every lessee of the domestic gas delivery
obligation,

(2) A lessee may, on a voluntary basis, conclude contracts with wholesale
customers of the strategic sectors or with wholesale gas supplicrs supplying
the strategic sectors for delivery of marketable natural gas on a free markel
basis to these customers or suppliers and notify the Commission of the conltracis
and where the volume of the contracts is equal te or higher than the domestic
gas delivery obligation for the lesseg, the lessee shall—

(«) be deemed to have fulfilled its domestic gas delivery obligation
(b) not be a producer client of the gas aggregator ; and
(¢) inform the gas aggregator.

PJomestic
cride uil
supply
abligitions,

Damestic
was delisers
obligations.



A 212

2021 No. 6 Petroleum Industry det, 2021

(3) Alessee who has complied with its domestic gas delivery obligation
or may wish to supply wholesale customers who are not part of the strategic
sectors may deliver further supplies of markctable natural gas to the domestic
market on a willing selier and willing buyer basis.

(4) A wholesale gas supplier may, on a voluntary basis and following the
procedure stipuiated under subsection (2)—

(a) enter into a contract with a lessee or wholesaie customer of the
strategic sectors for the delivery of marketable natural gas to the
customers ; and

(&) inform the Commission and Authorily vl the contracls.

(5) The Commission shall require a lessee producing natural gas (o
carry out works and operations which may be required to increase production
and to dedicate specific volume of the natural gas produced towards the
requirements of the domestic market.

(6) The volume of natural gas to be dedicated by a lessee towards the
domestic gas delivery obligation shall be based on an atlocation system among
lessees as determined by the Commission upon consultation with the Authority
with consideration of supporting infrastructure avaitabitity.

{7) Alessee shall be obliged to deliver the volume of naturaf gas prescribed
under subsection (6) to a wholesale customer determined by the domestic gas
aggregator and at a location indicated by the domestic gas aggregator under
section 156 of this Act.

(8) Subject to the provisions of subscction (7), a lessee who thils 10
comply with the domestic gas delivery obligation shall incur a penally oI’ US
$3.50 per MMBtu not delivered, provided that, where the lessee has signed a
gas purchase and sale agreement with a wholesale supplier of the strategic
sectors, the penalty for failure to deliver shall be as stated in that agreement.

(9) The penalty amount of US $3.50 per MMBtu referred 1o under
subsection {8) may be adjusted as the Commission may prescribe in a regulation
made under this Act.

(10) Alessee shall not incur a penalty prescribed under subsection (§),
where it can establish that its failure to comply is as a resuft of—

(a) force majeure ;

(b) the inability of & purchaser to accept aflocated natural gas volumes :

(c) the inability to transport the allocated natural gas for reasons beyond
the control of the lessee ; or

(d) the failure of a purchaser to pay for allocated natural gas volumes.
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(11} The Commission shall discontinue the imposition ot domestic gas
delivery obligations, where the Authority has determined under section 167
{3) of this Act that the natural gas market has attained full market status,

(12) Upon being allocated the volumes to be supplied under the domestic
gas supply obligation under subsection (1), the lessee shall submit a marketable
natural gas production and supply plan consistent with these obligations to the
Authority.

(13) A producer-customer of the domestic sas aggregator shall pay
compensation to customer-client for any loss suffered as a result of default to
supply marketable natural gas in accordance with a gas purclase order issued
by the domestic gas aggregator.

(14) A lessee who does not comply with the domestic gas delivery
obligation as directed by the Commission shall—

(&) in addition to the penalties provided under subsection (8), not be
entitled to supply natural gas to any new midstream gas export operations,
provided that this provision shall not apply to gas sales agrecments already
entered into ; and '

{b) where the lessee is supplying natural gas to midstream gas export
operations, the Commission may impose other sanctions as are prescribed
in a regulation made under this Act.

(135) Anapproval for the suppiy of natural gas for export projects shall,
from the effective date, be subject to prior compliance by the lessee with its
domestic gas delivery obligation.

(16) Domestic gas delivery contracts entered inlo by lessees or licensees
prior to the effective date and continuing after the clfective date, shall be
counted towards their domestic gas delivery obligation under this section.

PART THI—GENERAL ADMINISTRATION OF MIDSTRIAM
AND DOWNSTREAM PETROLEUM OPERATIONS

111.—(1) The Authority may grant, renew, modily or extend individuai
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 Authority shatl only grant a licence for midstream or downstream
petroleum operations, where—

{(a) it meets the technical standards required for petroleum operations
based on good international petrofeum industry practices;
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(b} the location and size of the area occupied by (he facilitics or right of
way is acceptable to the Authority ;

{c) it meets the heaith, safety and environmental standards, as determined
by the Authority ; and

(d) it provides for the efficient and economic nse of facilities and
pipelines.

(3) The Authority shall only grant a licence for midstream petroleum
operations where it—

(«) does not involve excessive capital or operating expenditures ;

{&) includes an acceptable environmental management plan under section
102 of this Act ;

(¢) includes a decommissioning and abandonment plan and a
decommissioning and abandonment fund that complies wilh sections 232
and 233 of this Act ;

(d) provides for the elimination of routine natural gas Maring ;

{e) does not relate to midstream petroleum operations that would conflict
with a licence already granted ; and

() includes—

(i) a detailed programme for the recruitment and (raining of Nigerians
in all phases of petroleum operations handled directly by the licensee or
through agents and contractors of the licensee, and

(i) provision for scholarship schemes, intcrnships, continuvous
professionat development and other training requirements.

(4) An application for the grant, renewal or extension of a licence or
permit shali—

(@) be made to the Authority in the form and manner prescribed by
regulation ;

(b) be accompanied by the payment of a prescribed fee, where applicable,
together with information or documents as prescribed in the regulations
under this Act ; and

(¢) include a decommissioning and abandonment plan, where the licence
contemplates the construction of pipelines, storage tanks, processing or
other facilities.

(5) The Authority may furnish an applicant for the graat, renewal or
cxtension of a licenice or permit, with non-confidential information as may be
necessary to facilitate the filing of the application.
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(6) An applicant for a licence or permit, who is an afliliate of a body
corporate that has applied for or holds any other licence or permit shall disclose
such relationship to the Authority in its application.

(7} The Authority shall consider information presented in respect of an
application for a licence or permit, including representations front interested
parties in favour of or against the granting, extension or renewal of the licence
or permit and shall inform the applicant of its decision within 90 days of the
application.

(8) Where the Authority has decided to grant a licence or permit, it shall
publish a notice of its decision in the form and manner prescribed in regulations
issued by the Authority.

{9} Where the Authority decline an application, it shall inform the applicant
of its refusal of the application, reasons for the relusal and may state a
reasoniable time within which the applicant may make further representations.

(10} The Authority shall consider any representation made by an applicant
fora licence or permit on the refusal of an application, where such representation
involves new information not previously considered.

(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 Authority,

(12) An applicant that is not satisfied with the reasons given by the
Authority for refusal of an application may apply to 1he Federal High Court
forajudicial review.

112.—(1) The Authority shall publish a notification of any application
made for the grant of a licénce or renewal unde1 this Part in a manner prescribed
by a reguslation under this Act.

(2) Upon the publication of the notification of the application referred to
under subsection (1), interested parties may comment or make representations
to the Authority in respect of the application in accordance with the time
prescribed by regulation under this Act. '

(3) Upon the grant or renewal of a licence, the Authority shall publish
notification of the grant or renewal in the form and manner preseribed by
reguiation under this Act.

113.—(1) The Authority shall make reguiations and guidelines for the
grant or renewal of hcence for midstream and downsumm petroleum
operations.
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(2) The Authority shall in consultation with the Commission ensure the
implementation of the domestic crude oil supply obligation and domestic gas
delivery obligation.

(3) The Authority shall ensure third party access to facilities and pipelines
for midstream and downstream petroleum operations where such facilities
and pipelines are operated for the own account of the licensee and shall ensure.
open access where the facilities and pipelines arc operated by the licensee on
an open access basis.

(4) The Authority shall encourage third party investment in facilities and
pipelines for midstream and downstream petroleum operations.

(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,

114.-—{(1) Conditions in a licence or permit issued under this Act may
require the holder of a licence or permit to—

(a) comply with any directions of the Authority in relation to matters
specified in the licence or permiit ;
(b) undertake or refrain from anything specified in the licence or permit ;

(c) secure the approval of the Authority prior to undertaking anything
specified in the licence or permit ;

(d) comply with relevant industry codes, standards and market rules ;

{e) undertake its activities subject to the prescribed tariffs or tariff
methodology ;

(f) provide relevant information to the Authority ;

(g) prepare and submit to the Authority true, fair and sufficient annual
statements in such form, and particulars as the Authority may require ;

(#) make available to the Authority such books as may be requested by
authorised officers of the Authority ;

(i) impose restrictions on the disposal of assets ;

(/) adhere to undertakings made within a business plan submiticd as part
of the application process ;

(k) prepare and submit to the Authority such information and periodical
reports as the Authority may require ;

(7) publish terms of access to its transportation or distribution pipeline or
petroleum liquids or gas transportation networks as the case may be ; and
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(i) operate its licence or permit and related facilities, if any, according
to the standard of a reasonable and prudent operator.

(2) The duration of a licence or permit shall be specified by regulations
made under this Act and the conditions applicable to the licence or permit may
cease to have effect or be modified in accordance with terims specified in the
licence or permit.

(3) A licence or permit of the same class granted by the Authority, shall
contain similar conditions representing standard conditions for that ¢lass 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 Authority shall have power to include special
conditions specific to a particular licence or permit or {0 a holder of the ticence
or permit, provided that the special conditions are designed to meet specific
circumstances and shall not be a disadvantage to another holder of a licence
or permit.

(5) The Authority may specify in a licence or permit a date on which
activities shall commence.

(6) The Authority may provide that an activity be exclusive for all or
part of the period of the licence or permit for a—

(a} specific purpose ;
(b) specified geographical area and route ; or
(¢) combination of paragraphs (&) 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 of compensation
for acquisition of land for midstream and downstream petroleum operations.

(2) The Governor of a State of which land is required for carrying out operations
or activities subject to a licence or permit may issue a certificate of occupancy
under the Land Use Act in respect of the land and in accordance with existing
state law.

116. A holder of a licence or permit shall not discriminate against
customers, classes of customers or their related undertakings in respect of
access, tariffs, prices, conditions or standards of service, except for justifinble
and identifiable differences regarding matters such as quantity, transmission
distance, length of contract, load profile, interruptible supply or other
distinguishing features approved by the Authority.
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117.—{1) A holder of a licence or permit shall not, without the prior
written consent of the Authority, assign or transfer its licence or permit or auy
right or obligation arising from the licence or permit.

(2) An application for assignment or transfer of a licence or permit shail be
made to the Authority, which may require the applicant to publish a notice ol the
application in the form, manner and time prescribed by regulation under this Acl.

(3) The Authority shall, in the determination of whether a licence or
permit is to be assigned or transferred,—

(o) follow the same procedure with appropriate modifications :

(b) apply the same rules and criteria ;

(¢) consider the same issves as if the party to whom the licence or
permit is being assigned or transferred is applying for a new licence or new
permit ; and

(d} consider the representations made to it by third parties in respect of
the application.

(4) The Authority shall, subject to subsection (3}, communicate in wiiling,
its approval or refusal oF an application for assignment or transfer of a licence
or permit within the time prescribed by repulation under this Act.

(5) Where the Authority does not approve or refuse an application and
fails to communicate its decision to an applicant for the assignment or transfer
of a licence or permit within the prescribed time, the application shati be deemed
to be approved.

(6) Where the Authority refuses the grant of an application for an
assignment or a transfer of a licence or permit, it shall communicate to the
applicant the reason for the refusal and shall give reasonable time wilhin which
further representation may be made by the applicant or by a third party in
respect of the application.

(7) Where the Authority grant consent to an assignment or transfer of’a
licence or permit, it shall notify the applicant in writing, subject to any condilion
it may consider appropriate.

118.—(1) The Authority may suspend or amend the conditions applicable
to a licence or permit or include additional conditions subject ta subscetion (2).

(2) The Authority shall not suspend or amend any condition applicable
to a licence or permit or include additionai conditions to a licence or permit
unless it gives the holder—

{a) a written notice of its intention and a draft copy of the proposed
suspension or amendment ; and
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(b) an opportunity to make a written submission 1o the Authority within
the time specified by regulation.

(3) The procedure for the suspension or amendment of a condition in a
licence or permit shall be as prescribed by the Authority in 2 regulation under
this Act.

{4) Aholder of a licence or permit who is dissatisfied with the decision
of the Authority to suspend or amend a condition in & licence or permit may
apply to the Federal High Court against the decision.

119.—{(1) The holder of a ficence or permit may, upon an application in
the form, manner and meeting any condition prescribed by the Authority ina
regtilation made under this Act surrender the licence or permit, where—

{a) the licenced or permitted activity is no longer required ;
{b) the licenced or permitted activity is not economically justifiable ;

(c) another qualified person is witling and able to assume the rights and
obligations of the holder of the licence or permit in accordance with the
requirements and objectives of this Act ; and

(d) applicable, the holder of the licence or permit has coi:-hied with the
requirements of the law in respect of relinquishment, decommissioning and
abandonment of installations and reclamation of land.

(2) Aholderofthe licence or permit who has commenced activities and
has ongoing operations shall, except a shorter period is stipulated in the licence
or permit, give the Authority a minimum of 12 months’ notice in writing of its
intention to cease its activities.

(3) The form and procedure to be followed in surrendering a ficence or
permit under subsection (2) shall be as prescribed by regulation.

120.—(1) Notwithstanding the provisions of Chapter 2 of this Act related
to midstream and downstream petroleum operations, a licence or permit may
be revoked, where—

(&) the holder becomes insclvent, bankrupt, enters into an agreement or
composition with its creditors or takes advantage of any enactment for the
benefit of the debtors or goes into liquidation, except as part of a scheme
for an arrangement or amalgamation ;

(&) upon the transformation or dissolution 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 ;

(¢} a holder of a licence or permit fails to commence activity within the
timeframe prescribed in the licence or permit ;
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(d) the holder of a licence or permiit fails to comply with applicable laws
and regulations on terms and conditions of its licence or permit ;

(e} the holder interrupts midstream or downstream petroleum operalions
for a period of more than 180 consecutive days without justification as
provided for in the licence or permit, the acknowledgement of an event of
force majeure, shall be an acceptable justification for interrupiion ;

j ptable j p

() the holder assigns or transfers any interest in the licence or permit
withiout obtaining the prior written consent of the Authority ;

(g) the holder has aecquired the licence or permit based on false
representation or contrary to corrupt practices and money laundering laws ;

{#) the holder has failed to comply with environmental obligations as
required by law or the provisions of the licence or permit ;

(i} the holder is owned wholly or in part, directly or indirectly or is
controlled by a former or serving public offictal or member of the
Government, who obtained his interest in the applicable licence or lease
other than as permitted by applicable law ; and

(/) the holder fails to abide by any expert detcrmination, arbitration award
or judgment arising from the dispute resolution provisions set forth in a
licence or this Act.

(2) Subsection (1) {7) shall apply to a former public official or member of
Government only where the applicable interest was acquired while the public
official was in office or was a member ol the Government. '

121.—(1) Prior to a decision by the Authority to revoke a licence or
permit under section 120 of this Act, the Authority shatl—

{(a) serve a notice of defauit on the helder setting forth in reasonable
detail the default of the holder ; and

(b) give the holder 60 days within which to remedy the default.

(2) Where the Authority is satisfied with the remedy of the holder under
subsection (1) (), the revocation process shail terminate.

(3) Where, at the expiration of 60 days, the holder fails to remedy (he
default, the licence or permit shall be terminated.
(4} A notice of default shall be—
(a) sent by the Authority to the last known address of the holder of
licence or permit or its legal representative in Nigeria, or

() published in the Federal Government Gazette or on the website of
the Authority,

each of which shall constitute sufficient notice to the holder of licence or
permit of the notice of default.
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(5) Revocation shall be without prejudice to any—
(o) liabilities which the holder may have incurred ; or

(b) claim, which the Authority, the Government or any third party may
make against the holder of licence or permit.

(6) Arevocation decision shall be published in the Federal Government
Gazette and the Authority shall amend relevant registers maintained by it to
reflect the revocation.

122.—(1) The Authority shail, in exercising its powers of commercial
regulations, be guided by the following principles in designing a pricing
framework for transportation, distribution and processing petroletum tariffs—

{«r) for transportation, distribution and processing of petroleum shali be
oft a cost-reflective basis ;

(b) charged shall permit a reasonable return for licensees on their
investments ;

(c) shall not discriminate between customers with similar characteristics
under section 116 of this Act ; and

(d) shall be determined in US Dollars or other foreign currency as
applicable with a view to attracting foreign investment to midstream and
downstream petroleum operations, provided that payments of the tariffs
may be made in the respective foreign currency or equivalent value of
Naira at the open market rate publisiied by the CBN as applicable under
the regulations.

(2) The tariff methodology for tariffs related to new gas transportation
pipelines, gas distribution networks and facilities requiring a gas processing
licence shall include, that—

(a) tariffs shall be determined in US Dollars, but may be paid in Naira,
where the applicable exchange rate shall be based on the Securities and
Exchange Commission over the counter market rate or any successor rate ;

(&) the capital costs may be recovered in equal installments over a
period as determined by the Authority ;

(c) the after tax rate of return on equity shall be such that it attracts
major investment and the rate of return shall apply during construction ;

() where short pipelines connecting producers or consumers to a gas
transport pipeline or gas transport pipeline network and in other justified
cases, the Authority may approve that capital costs be based on 100%
equity, otherwise a reasonable debt or equity ratio shall apply ;

{e) where a debt or equity ratio applies under paragraph (d) of this
subsection, the cost of any interest and financing charges shall be recovered ;
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(f) operating costs, including allocation for overhead and profit margin
on operating costs, shall be recovered and the costs shall be adjusted for
inflation;

{g) line losses and gas energy use shall be taken into account ;
* () any applicable tax, levy and duty shall be recovered ;

(7} where capital costs have been fully recovered, the tariff shall no
longer inciude the items under paragrapls (), (¢) and (¢} ; and

(/) tariffs shall be based on the estimated throughput as estimated by the
Authority, notwithstanding the capacity of the gas transportation pipeline, gas
distribution network or processing plant.

(3) The Authority may by regulation modify or provide further detail on
the provisions of subsection (2} and establish more favorable tariffs for credit
worthy shippers willing to commit to long term ship-or-pay agreements
facilitating the financing of the respective pipelines or plants,

(4) The Authority may approve negotiated tariffs where one or more
wholesale customers connect with a pipeline to a transportdtion network or
transportation pipeline or in other cases where justified in the opinion of the
Authority.

123.—(1) Tariffs charged by licensees for the use of any facility or
infrastrocture licenced by the Authority for use in midstream and downstream
petroleum operations shall be set according to one or more tariff methodotogies
adopted by the Authority for a particuiar set of licences, in conformity with
the applicable fiscal regime, provided that the tariff methodologies shall—

(&) allow an operator to recover reasonable cost incurred, benchmarked
against industry best practice and a reasonable return on the capital invested
in the business ; ]

(b) ensure the efficiency of the business ;

{¢) ensure the continued improvement of the quality of services ;

(d) avoid discrimination between customers with simitar characteristics,

such as similar size or similar consumption profile under section 116 of this
Act ;

{e) in case of distribution licences, ensure efficient charges relating to
petraleum product or natural gas supply covering Acting, metering and other
services ;

(f) avoid economic distortions and ensure a competitive market for the
sate and distribution of petroleum produects and natural gas in Nigeria ; and

{g) avoid cross-subsidies among different categories of consumers.
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~ (2) Tariffs may differentiate between credit worthy shippers willing to
make long term ship-or-pay agreements facilitating the financing of the pipeline
or plant and other shippers or users.

(3) The Authority shall, prior to establishing a tariff methodology, initiate
and conduct a stakeholders’ consultation in the manner specified in subsection
(5) to consult applicants, operators, consumers, prospective customers,
consumers associations, associations of prospective customers and any other
persons with interest in the subject matter of the proposed tariff methodology.

(4) The Authority may, in establishing a tariff methodology, take into
consideration the submissions of the stakeholders’ consultation referred to in
subsection (3).

{5) Prior to holding a stakeholders® consultation referred to in subsection
(3), the Authority shall publish iny af least two national newspapers with wide
coverage and on its website, notice of—

{a) the stakeholders™ consultation ;

(b) its invitation to licensees and stakeholders to participate in the
stakeholders’ consultation ;

(c) the venue and period during which the stakehoiders’ consultation is
to be held ;

(d) the nature of the matter to which the stakeholders’ consultation relates ;
() the matters upon which the Authority would require submissions ;

(f) the form in which licensees and stakeholders are 1o make submissions
to the Authority on the subject matter of the stakeholders’ consultation ;

{(g) the period of notice for the commencement of the stakeholders’
consultation, which shall not be less than 21 days ; and

(#) the address or addresses to which the submissions may be sent.

{6) Notwithstanding the requirements under subsection {3}, the Authority
may, due to the exigency of the circumstances, establish a tariff methodology
without conducting a stakeholders’ consultation, where it considers it necessary
to do so.

(7) Atariff methodology made under subsection (6) shail be valid for six
months with effect from its commencement date, except it is confirmed
following a stakeholders’ consultation conducted in accordance with subsections
{4) and (5).

{8) The Authority shall fix a date for which the determined tariff
methodology shall come into effect and shall cause the notice of the
commencement date to be published in at least two national newspapers with
wide coverage and its website.
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(9) Where the Authority considers it necessary that an existing tariff
methodology or tariff should be amended, the Authority shall conduct a
stakeholders’ consultation on the proposed amendment in accordance with
subsections {4) and (5).

(10) A person under obligation to set tariffs shall be bound by operative
tariff methodology adopted through the method preseribed in this section.

(11) A holder of a licence engaged in the sale of petroleum products to
retail customers or who is subject to third party access or open access
obligations under this Act, shall display at its office a current copy of the
tariffs applicable to the services provided by the holder.

(12) Aholder of a licence shali not pass the costs of any fine or penalty
incurred under this Act or any other law to a consumer.

124.—(1) A licensee subject to tariff regulation by the authority shail—

(a) propose tariffs for the approval of the Authority prior to the application
of the charges ;

(&) impose tariffs in accordance with the approval referred to under
paragraph (@) ; and

(¢} publish the tariffs as required by the Avthority in a manner that
ensures that the customers of the [icensees-are able to identify and calculate
the charges for which they will become liable.

(2) The Auithority stiall, within 24 months after the effective date, review,
confirm or modify all applicable tariffs including for licences under sections
125 (6) and 174 (6) of this Act.

ParT [V—ADMINITRATION OF MIDSTREAM AND DOWNSTREAM
Gas OPERATIONS

125.—(1) Except in accordance with an appropriate licence issued by
the Authority, a person shall not undertake the following activities with respect
to midstream and downstream gas operations—

(o) establish, construct or operate a facility for the processing of natural
£as;

(b) establish, construct or operate a facility for the storage of natural gas ;

(c) establish, construct or operate a gas transportation pipeline ;

(d) engage in bulk transportation of natural gas by rail, barge or other
means of transportation ;

(e) operate a gas transportation network ;

o
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(f) establish, construct or operate a terminal, jetty, or other facitity for
the export or importation of natural gas ;

(g) engage in wholesale gas supply ; or
{/) engage in the construction or operation of petrochemical or fertiliser
plants.

{2) Except in accordance with an appropriate licence issued by the
Authority, a person shall not undertake the following activities with respect to
downstream gas operations—

() retail trading, distribution or supplies of natural gas ;

(b) establishment, construction or operation of a gas distribution

network ; or

(¢) establishment, construction or operation of a facility for the supply or
trading of natural gas.

(3) The Authority may, by regulation, prescribe additional activities to 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 activities set out in subsection
, (2) or (3} without a licence or permit, the Authority shajl—
1,2 3y withoutal t, the Auth hail
(&) seal the premises where the activity is undertaken ;
(b) seize the facilities by which the activities were undertaken ;

(c) confiscate and dispose of equipment or materials employed by the
person in the activity in a manner prescribed by regulations under this Act ;

{d) impose penalties as prescribed by regulations under this Act; or
(e) impose any combination of the provisions under paragraphs (a). {5},

(¢} and {d).

{5) Notwithstanding any provision of this Act, a person who engages in
any of the activities set out in subsection (1), (2} or (3) without a licence or
permit, commits an offence and is liable to imprisonment for a term of—

{a) one year or to a fine prescribed by regulation, in the case of an
activity requiring a licence ; or

(%) six months or to a fine prescribed by regulation, in the case of an
activity requiring a permit.

(6) A holder of a subsisting lease, licence or permit who is engaged in
activities in midstream or downstream gas operations prior to the effective
date shall, within 18 months from the effective date, apply to the Authority for,
and the Authority may issue the appropriate licence or permit, where appticable.
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{(7) The provisions of subsections (4) and (5) shall not apply to any person
under subsection (6) until the Authority has considered the application and
given a decision.

(8) Where any person, 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 licensee or permit holder on the basis of the
false or misleading information. -

126. In addition to any matter provided under section 113 of this Act,
the Authority may issue regulations with respect to midstream and downstream
gas operations, which shall include—

(a) the establishment and operation of a wholesale natural gas market
scheme to ensurefcontinuity of supply of natural gas to customers, which
will apply to the owners and operators of gas transportation pipelines, shippers
of natural gas, holders of natural gas storage and distribution licences and
gas retailers ; and

(b) matters anciilary to or consequential on the activities set out in
paragraph (a).

127. Subject to applicable law and the terms and conditions prescribed
by the Authority, 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 carrying on midstream or downstream gas operations under the
licence or permit.

128. The Authority may for the purpose of efficiency, preserve in
accordance with applicable law, rights of way, easements or other rights over
any surface or seabed areas subject to an existing licence or permit, which
may be necessary for the laying, operation and maintenance of transportation
pipelines, communication lines, power lines and other similar lines and any
right of way or other rights reserved shall continue for the benefit of any
entity to whom the Authority may subsequently grant the same for a licence
or permit.

129.—(1) Subject to sections 111 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a gas processing licence, which shall permit the person
to install and operate the following facilities, on its own account or on the basis
of open access for customers as stipulated in the licence,—
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(&) gas conditioning plants, to condition natural gas removing CO2, H2S
or other impurities ;

(D) gas processing piants, to produce ethane, propane, butane, other
natural gas liquids and marketable natural gas ;

(c) gas to liquids plants ;
(d) liquefied natural gas (LNG) plants ;
(e) ethane extraction plants ; and

() other plants, which in the opinion of the Authority, require a gas
processing licence. :

(2) The Authority shall, in considering an application for a gas processing
ficence, take into account the economic case forthe specific facility as provided
under subsection (1), including the potential demand for its use.

136. The holder of'a gas processing licence shall undertake the activities  General
contemplated by the licence in a manner that complies with the following  duties of the

general obligations— holder of a
gas
(«) to construct, operate and maintain its gas processing equipment and  processing

facilities in an economical, safe, reliable and environmentally sustainable  licence.
manner ;

(&) shut down its facilities in emergencies and in order to carry out
maintenance or in accordance with curtailment directives issued by the
Authority ;

(¢) manage its facilities as a responsible and prudent operator ;

() avoid any act or omission that may affect the compatibility of the
processing facility with any natural gas facility or network that is likely to
prejudice the public interest or the integrity of network operations ;

(e) operate the facilities in a manner that results in output of products
with specifications as determined by the Authority ;

() to operate its facilities subject to open access commitments as
stipulated in the licence or where the licence is issued for operations on its
own account, provide third party access in an equitable manner ;

{g) treat all customers in a non-discriminatory manner under section 116
of this Act, where the licence is issued on an open access basis ; and

(%) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.
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131, A gas processing licence shall, in addition 10 the conditions that
may be imposed by the Authority under section 114 of this Act, be deemed to
be granted subject to the condition that—

{a) the holder shall not process natural gas on its own account, where
the licence is issued on an open access basis ;

() alicensee operating on its own account, being an affiliate of a lessee,
may own, or the affiliate may own, the natural gas in a gas conditioning
plant or gas processing plant for the purpose of conditioning or processing
natural gas from the fields under lease with the affiliate, subject to such
third party access provisions as may be included in the licence ;

{c) a licensee operating on its own account, who is also a wholesale
customer or a holder of a gas distributor licence, may owi: the natural gas
in a gas processing plant, ethane extraction plant or other plant requiring a
gas processing licence, where the principal user of the natural gas is the
wholesale customer or gas distributor, subject to any third party access
provisions as may be included in the licence ;

() the holder shall conduct its licenced activities safely and reliably in
compliance with any law in force and any prescribed health and safety
regulations, standards and operating procedures made under this or any
other Act ;

(e) the holder shall have regard to the effect of its licenced activities
on the environment and comply with the requirements for environmental
protection, management and restoration under this Act and any law in
force ; and

(7 ) the holder shall mark, maintain and secure the boundaries of its
facilities and associated infrastructure constructed under the terms of its
licence and any law in force.

132.—(1) Subject to sections 111 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a bulk gas storage licence authorising the holder to
underiake the bulk storage of natural gas either for its own account or on
behalf of customers as stipulated in the licence.

(2) The Authority shall, in considering an application for a bulk gas storage
licence, take into account the economic case for a bulk gas storage facility,
inciuding the potential demand for its use.

133, The holder of a bulk gas storage licence shall undertake the activities
contemplated by the licence in a manner that complies with the following
general obligations—
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(&) establish and make available to the public at its offices, the—

(/) procedure and terms for obtaining third party access or throughput
services on an open access basis, and

(7)) method of response to the request for its services ;
(B) construct, operate and maintain its facilities in a safe, economical,
reliable, and environmentaily sustainable manner taking into account any
strategic plans formulated by the Authority ;

{c) shut down its facilities in emergencies and in order to carry out
maintenance or in response to curtailment directives issued by the Authority ;

{d) where the licensee operates for its own account, grant to third parties
the right to use or have access to capacity within its facilities for the purpose
of ensuring competitive gas supply ;

(e) consult with and obtain from the Authority written permission prior to
any modification of technica! and operational rule of practice concerning
the operation of its facilities ;

(f} conduct its licenced activities in a non-discriminatory manner under
section 116 of this Act, where the licence is issued on an open access basis ;

(g) manage its facilities as a reasonable and prudent operator ; and

() abstain from activities, which in the opinion of the Authority may
preveat, restrict or distort competition.

134, In addition to conditions the Authority may impose under section  Conditions
114 of this Act, a bulk gas storage licence shall be deemed to be granted applicable to

subject to the conditions that— a bulk gas
storage

{a) a licensee operating on its own account, being an affiliate of a  Ticence.
lessee, may own, or the affiliate may own, the natural gas in the bulk storage
facitities for the purpose of storing natural gas from the fields of the
affiliate, subject to such third party access provisions as may be included
in the ticence ; '

{b) a licensee operating on its own account, who is also a wholesale
customer or holder of a gas distributor licence, may own the natural gas in
the bulk storage facilities, where the principal user of the natural gas is the
wholesale customer or gas distributor, subject to any third party access
provisions as may be included in the licence;

(¢} the holder conduct its licenced activities safely and reliably in
compliance with any law in force and prescribed health and safety regulations
issued under this or any other Act ;

() the holder have regard to the effect of its licenced activities on the
environment and comply with the requirements for environmental protection,
management, and restoration under this Act and any law in force ; and



A 230

2021 No. 6 Perroleum Industry Act, 2021

Grant of gas
transportation
pipeline
Jicence.

General
duties of a
transpertation
pipeline

oW ner.

(e) the holder mark, maintain and secure the boundaries of its facilities
and associated infrastructure censtructed under the terms of its licence
and any law in force.

135.—(1) Subject to sections 111 and 125 of this Act, the Authority
may upen approval of an application and payment of prescribed fees, grant
and issue a qualified person a gas transportation pipeline licence with the
exclusive right to own, construct, operate and maintain a gas transportation
pipeline within a route as defined in the licence for its own account with third
party access provisions or as common carrier as stipulated in the ficence.

{2) The Authority shall, in considering an application for a gas
transportation pipeline licence, take into account the economic case for a gas
transportation pipeline, including the potentiai demand for its use.

136. The holder of a transportation pipeline licence shall undertake the
activities contemplated by the licence in a manner that complies with the
following general obligations—

(w) establish and make available to the public at its offices, the—

{f} procedure for obtaining and terminating transmission and
interconnection services for natural gas, on a third party access or open
access basis as determined in the licence and publish the tariffs
established by the Authority, and

(i) method of response to the request for its service ;

(&) construct, operate and maintain its gas transportation pipeline in a
safe, economical, and reliable manner taking into account any strategic
plans formulated by the Authority ;

(¢) meet on a reasonable endeavours basis requests for transportation
above contractual volumes ;

() shut down its gas transportation pipetine in emergencies and in order
to carry out maintenance or in response 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 a comimon carrier basis ;

(f) consult with and obtain from the Authority written permission prior
to any modification of technical and operational rule of practice concerning
the operation of its pipeline ;

{g) manage its gas transportation pipeline as a reasonable and prudent
operator;

(#) where the pipeline is operated on a common carrier basis, ensure
development and operation of terms for access to the gas transportation
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pipeline in conjunction with the natural gas shipping community and where
applicable comply with the relevant network code ;

(i) where the pipeline is operated for its own account, operate its facilities
subject to third party access obligations under this Act and regulations
prescribed by the Authority ; and

(/) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

137. A gas transportation pipeline licence shall, in addition to the conditions  Conditions
that may be imposed by the Authority under section 114 of this Act, be deemed  applicable 10

to be granted subject to the condition that— agas
transportation

(@) the holder shall not supply natural gas to customers on its own account  pipeline
where the licence is granted on a common carrier basis ; licence.

(b) a licensee operating on its own account, whoe is an affiliate of a
lessee, may own, or the affiliate may own, the natural gas in a gas
transportation pipeline, for the purpose of—

({) connecting marketable natoral gas produced in a field under a
lease with an affiliate to another gas transportation pipeline or gas
transportation network, and

(i} 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 included in the licence ;

{c)alicensee operating on its own account, who is also a wholesale customer
or holder of a gas distributor licence, may own the natural gas in a gas
transportation pipeline, where it isthe principal user of the natural gas, subject
to any third party access provisions as may be included in the licence ;

(@) a licensee operating on its own account, who is also a holder of a
wholesale gas supply licence, may own the natural gas in a gas transportation
pipeline, for the purpose of connecting a lessee or wholesale customer to or
from a gas transportation network or gas transportation pipeline, subjectto
such third party access provisions as may be included in the licence ;

(e) the holder shali conduct its licenced activities safely and reliably in
compliance with any law in force and prescribed heaith and safety regulations
issued under this or any other Act |

(7) 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 holder shall mark, maintain and secure the boundaries of the
pipelines and associated infrastructure constructed under the terms of its
licence and any law in force ;
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() a pipeline transporting un-processed gas to a gas processing plant or
gas conditioning plant shall require a gas transportation pipeline licence and
the Commission shall—

(i) determine and advise the Authority on the characteristics of the
gas to be transported, and

(if) cooperate with the Authority in determining possible third party
access to the pipeline ; and

(1) the gas transportation pipeline may, with the approval of the Authority,
be in whole or in part, a low-pressure pipeline at the request of the licensee.

138.—(1) Subject to sections 1 11 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a gas transportation network operator licence
authorising the conduct of activities specified in the licence, which shall
include—

(a) conveyance of natural gas through the gas transportation network
ot an open access basis ;

(b) balancing the inputs and off takes from the gas transportation
network ;

(¢) providing access to shippers based on the gas network code under
section 160 of this Act to the gas transportation network ; and

(d) charging for the use of the gas transportation network based on
tariffs established by the Authority.

(2) The Authority shall grant only one gas transportation network operator
licence within a geographically defined area to a single network operator,
provided that the Authority may atits discretion, issue licences to other parties
for the operation of isolated or dedicated gas transportation pipelines and for
connecting to the gas transportation network.

139. The gas transportation network operator shall exercise the rights
and obligations imposed on it in a manner that complies with the following
general obligations—

(@) establish and make available to the public at its offices, the—

(i) procedure, terms and conditions for obtaining and terminating access
and fterconnection services to the transportation network, and
(i) method of response to the request for its service ;
(%) operate an efficient and economical gas transportation network for
the safe and reliable conveyance of natural gas in such a manner that is
designed to meet all reasonable demands for natural gas transpotrtation ;
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(c) operate a nomination and balancing mechanism and an equitable
curtailment of natural gas transportation whenever technical or operational
expediencies requires ;

(d) consultwith and obtain from the Authority written permission prior
to any modification of technical and operational rule of practice concerning
the operation of its gas transportation network ;

(e) ensure the development and operation of the network code and terms
for access into the gas transportation network in collaboration with the
Authority, natural gas shippers, all ficensees and permit holders operating
essential infrastructure ;

(f) ensure equitable and transparent access to the transportation network ;
{g) manage the gas transportation network as a reasonable and prudent
operator |

(/) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ; and

() enter into agreements with gas fransportation pipeline owners, gas
distributors and wholesale customers for connection to and operation of the
gas transportation network.

140. Subject to this Act, the Authority may grant the following special
powers or authority to a gas transportation network operator to facilitate the
conduct of its licenced activities—

{z) the power to request for and obtain from the relevant shippers,
information required to operate the nominations and balancing mechanism,
to operate the network or to facilitate competition ;

(b) the right to recover on the basis of an invoice, expenses reasonably
incurred in undertaking its licenced activities, subject to any restrictions or
conditions imposed by the Authority with respect to both the level and
structure of its charges ; and

(c) to purchase natura! gas for its own operations for purposes such as
testing and commissioning of facilities, compression and line fill, but shall
not supply natural gas to customers on its own account.

141.—(1) Inaddition to the conditions as may be imposed by the Authority
under section 114 of this Act, a transportation network operator licence may
include an obligation to develop market rules in accordance with this Act.

(2) A gas transportation network operator may be an owner of any or all
of a gas transportation pipelines in a gas transportation network.

(3) Where a third party is the owner of a gas transportation pipeline ina
gas transportation network, the owner shall be paid the tariffs determined by
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the Authority for non-operating owners of the pipelines by the gas transportation
network operator.

(4) A gas transportation network operator shall not misuse its monopoly
position in the geographical area to charge franchise or other access charges
for providing access to the gas transport network, other than the charges
specifically permitted under this Act, and regulations made under this Act.

142. (1) Subject to sections 111 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a wholesale gas supply licence to a qualified person.

(2)Acompany who s a lessee producing natural gas is a qualified person
for the purpose of subsection (1) and shal be entitled to apply for and be
issved with a wholesale gas supply licence by the Authority.

(3) Awholesale gas supply licence authorises the supplier to—

{(a) purchase natural gas directly from any lessee or third party ; and

(&) sell and deliver wholesale gas to wholesale customiers and gas
distributors at any location in Nigeria.

143. A wholesale gas supplier shail undertake the activities contemplated
by the wholesale gas supply licence in a manner that complies with the following
general obligations, to—

{a) provide a reliable supply of wholesale gas to wholesale customers
who have entered into a gas purchase and sale agreement with the
supplier ; and

(&) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

144. Subject to the provisions of this Act, the Authority may grant the
following specific powers or authority to a wholesale gas supplier to facilitate
the conduct of its licenced activities, the right to—

(@) terminate wholesale gas supply to a wholesale customer in the event
of non-payment, following a notice period ;

(b) recover from a customer, on the basis of an invoice and subject to
any conditions imposed by the Authority on the level and structure of a
ticensee’s charges and costs reasonably incurred in the supply of wholesale
gas, including the cost of natural gas incurred by the supplier, the cost of
transportation of natural gas ; and

{c) enter a premises, in accordance with a metering code issued by the
Authority, for the purpose of reading the meters, testing and maintaining
metering equipment, disconnecting customers and to remove the meters.
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145.—(1)In addition to conditions the Authority may impose under section
114 of this Act, a wholesale gas supply licence shall be deemed to be granted
subject to the supplier—

(@) requesting security or applying a credit scoring methodology approved
by the Authority in deciding whether supply is economical ;

{b) 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 a gas transportation network or gas transportation pipeline
is willing and able to—

(¢) pay for the connection,

(if) construct its own gas transportation pipeline under section 137 (¢)
of this Act, or

(iii) pay the respective tariff to the supplier for the gas transportation
pipeline owned by the supplier,

subject to safety and network capacity constraints ;

(¢) conducting its licenced activities safely and reliably in compliance
with any law in force and prescribed health and safety regulations issued
under this or any other Act ; and

(d) complying with customer protection measures in accordance with
sections 164, 165 and 166 of this Act.

(2) A wholesale gas supplier shall undertake its licenced activities in a
manner that complies with the conditions of the licence.

146.—(1) Subject to sections 111 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a gualified person a retail gas supply licence authorising the holder to—

{a) sell or retail compressed or liquefied marketable natural gas to
customers based on being a wholesale customer or third party access to
gas distribution systems of gas distributors ; and

() establish, construct and operate facilities to deliver compressed natural
gas and smali scale facilities for LNG, not requiring a gas processing licence,
for transportation by truck, railcar or marine vessel to customers in
compressed or liquefied form, including customers-using LNG as marine
bunker fuel.

(2) A company who is a lessee producing natural gas is a qualified
person for the purpose of subsection (1) and shall be entitled to apply for and
be issued with a retail gas supply licence by the Authority.

Conditions
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o a
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gas supply
licence.
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(3) Aretail gas supply licence authorises the gas retailer, to—

(e} purchase marketable natural gas directly from a lessee, wholesale
gas supplier or third party on a free market basis ; and

(b) sell and deliver compressed or LNG to customers at any location in
Nigeria on a free market basis.

General 147. In addition to conditions the Authority may impose under séction
dutiesofgas 114 of this Act or that may be prescribed by regulation, a retail gas supply
retailer. licence shall be deemed to be granted subject to the duty of the holder to—

{a) develop and maintain a safe, efficient, reliable and economical service
for the retailing of marketable natural gas ;

(b) carry on its business in a manner that shall promote competition and
avoid monopoly in the natural gas market in Nigeria ;

{¢) construct, operate and maintain its gas compression and lquefaction
facilities in a safe, economical, and reliable manner taking into account any
strategic plans formulated by the Authority ;

() shut down its gas compression and liquefaction facilities in
emergencies in order to carry out maintenance or respond to curtailment
directives issued by the Authority ;

(e) conduct its activities 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 a person to whom
the gas retailer sells natural gas in a manner to ensure adequate publicity
unless the Authority direct otherwise ; and

(g) comply with customer protection measures set ouf in sections 164,
165 and 166 of this Act.

Grant of gas 148.—(1) Subject to sections 111 and 125 of this Act or regulations

distribution  made under this Act, the Authority may upon approval of an application and

licence. payment of prescribed fees, grant and issuie a qualified person gas distribution
licence with rights to establish, construct, and operate a gas distribution systein
and to distribute and sell its natural gas without discrimination to consumers in
a local distribution zone.

(2) Notwithstanding the rights of a gas retailer under this Act, the holder
of a gas distribution licence shall be entitled to sell natural gas to customers
that are not wholesale customers.

(3) The Authority shall, in considering an application for a gas distribution
licence, take into account the economic case for the licence, including the
potential demand for its use.
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(4) The geographical limit of a local distribution zone shall be defined in
the relevant gas distribution licence,

(5) The rights and duties under a gas distribution licence shall be exclusive
to the gas distributor for the validity period of the distribution licence.

(6) A gas distribution licence may—

{&) include provisions for providing third party access to the gas distribution
network to a gas retailer or gas distributor on its 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 subsection {6}, the gas distributor shall own the marketable
natural gas in the gas distribution network.

149, A gas distributor shall undertake the activities contemplated by the
gas distribution [icence in a manner that complies with the following general
obligations, to—

(cr) develop, operate and maintain an economical gas distribution network
for the safe and reliable conveyance of natural gas ;

(&) ensure a reliable and efficient distribytion of natural gas to customers
on request, provided that it is economical to doso;

(¢) distribute and sell natural gas on request to a customer who is willing
and able to pay for connection to the gas distribution network, subject to
safety and network capacity constraints ;

(d) conduct licenced activities safely and reliably in compliance with
any law in force and any health and safety-related regulations issued by the
Authority under this or any othier Act ;

(e} connect all customers within its local distribution zone in accordance
with regulations if economically practicable to do so;

{f)yoffer and publish terms and conditions of access to its gas distribution
network as required and publish gas prices applicable to different classes
of customers, which have been approved by the Authority ;

(g) comply with customer profection measures set out in sections 164,
165 and 166 of this Act ;

(/1) prepare a distribution development plan, within one year after the
effective date or after having been granted the licence, for connecting
customers within its local distribution zone and any amendments as a result
of economic or social developments in the zone for the consideration and
approval of the Authority ; and

(#) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition,
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150. Subject to the provisions of this Act, the Authority may, in orderto
facilitate the conduct of its licenced activities, grant the gas distributor the
right to—

(«) enter a premises for the purpose of reading the meters, testing and
maintaining metering equipment, disconnecting customers and to remove
its meters ; and

(b) recover, on the basis of an invoice, costs reasonably incurred in the
provision of appropriate infrastructure, subject to any conditions imposed
by the Authority to both the level and structure of a distributor’s charge,
provided that reasonably incurred costs shall include any amount paid to
the Authority as a licence fee.

151. In addition to conditions the Authority may impose under section
114 of this Act or that may be prescribed by regulation, a distribution licence
shall be deemed to be 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 law in force ; and

(¢) 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 plan and any amendments within its local distribution
zone and consider all representations received.

153.—(1) Subject to sections 111 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a domestic gas aggregation licence.

(2) The duration of the domestic gas aggregation licence shall be for a
period of two years effective from the date of the grant of the licence.

(3) The domestic gas aggregation licence may be renewed by the
Authority for further period of two years in each instance until the attainment
of liquidity in the domestic gas market pursuant to the criteria of section 167
(3) of this Act, whereupon gas aggregation shal! cease and the domestic gas
aggregation licence shall be terminated by the Authority.

(4) The board of domestic gas aggregator shall determine the fees for
the services of the domestic gas aggregator and the fees shall be paid by the
producer clients and customer clients in order to ensure self-financing of the
domestic gas aggregator.
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154. The domestic gas aggregator shall—

{a) support the implementation of the domestic gas delivery obligation ;

() implement a natural gas management model, through which the
demand and supply of natural gas for use in the strategic sectors shall be
monitored ;

(c) operate a nomination and balancing mechanism for equitable
curtailment of natural gas deliveries in cooperation with the Authority,
whenever demand and supply expediencies require ;

(d) ensure transparency of dealing between natural gas suppliers and
wholesale customers of the strategic sectors

(e} conduct its operations in a business-tike and transparent manner and
shall not engage in any anti-competitive behaviour and practices ;

() abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ;

(g) establish an escrow account into which customer clients shali
contribute their payments for the marketable natural gas received and from
which the domestic gas aggregator shall pay the producer clients for their
suppties of natural gas under this Act ; and

(/) do other things as are necessary or incidental to the carrying out of
its functions and duties under this Act.

155.—(1) The domestic gas aggregator shall be a not-for-profit company
limited by guarantee established under the Companies and Allied Matters Act.

(2) The company under subsection (1) shall not be a company that is
controlled by licensees or lessees of upstream petroleum operations or by
wholesale customers or is an affiliate of such entities, provided that ownership
of the company may be by a combination of licensees or lessees, wholesale
customers and other interested parties, such as licensees of gas transportation
pipelines and gas transportation networks.

156, The domestic gas aggregator shall issue a gas purchase order to
a producer client where a customer client requires a specific volume of
marketable natural gas, which is included in the domestic gas demand
requirement under section 173 of this Act, provided, however, that where the
producer client 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 continue to use the escrow account mechanism
as provided for under section 154 (g) of this Act and where such agreement
is concluded under section 110 (2) of this Act, there shall be no further
involvement of the aggregator.
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157. The gas purchase order under section 156 of this Act and the
escrow mechanism uander 154 (g) of this Act shall be based on the prices for
marketable naturai gas established by the Authority under section 167 of this
Act.

158.—( 1) The Authority shall, following consultations with interested
stakeholders, issue regulations—

(«) defining the class or classes of customers that shall constitute eligible
wholesate customers under this Act, and

(b) specifying the qualifying criteria for the classification :

Provided that the regulations may be amended from time to time to facilitate
the introdnction of competition in supply and any amendment of the regulations
resulting in a change of the class of customers shall not affect the rights and
obligations of parties under natural gas supply contracts entered into prior to
such amendment.

(2) Wholesale customers shall be entitled to secure marketable natural
gas or raw gas from any wholesale gas supplier or lessee, subject to section
173 (3) of this Act,

159.—(1) The Authority shall develop arrangements for the safe and
efficient trading of wholesale gas, where it determines that there is need for
formal arrangements for the trading of wholesale gas.

{2) 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. '

166.—(1) The operation of a gas transportation network shall be in
accordance with the existing network code issued by the Government.

(2) The Authority may in consultation with stakeholders in midstream
and downstream gas operations modify the network code or create other
network codes for common carrier operations.

{3) The Authority shall make copies of the gas network code available to
interested parties upon payment of prescribed fees.

161.—(1) A person shall be permitted access to an open access gas
transporiation pipeline or a gas transportation network for the purpose of having
marketable natural gas transported to points of consumption subject to
compliance with the prescribed terms and conditions for access stated in the
gas network code.
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(2) The gas network code shal! set out standard terms and conditions
for connection to, interconnection 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 transportation pipeline.

(4) The Authority may develop special terms for third party accesstoa
gas distribution network.

162.—(1) Where open access applies, open access to the gas
transportation pipeline or gas transportation network shall be—

(a) provided on a non-discriminatory basis between system unsers with
simiiar characteristics under section 116 of this Act ;

(b) provided in respect of any available capacity, where the capacity is
not subject to a previous contracinal commitment ;

(¢) provided in accordance with and governed by the terms and 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

(e) subject to the pricing principles set out in section 170 of this Act.
(2) Connection agicements may be entered into between—

(¢} gas transportation pipeline owners and gas transportation network
operator ;

(b) a gas distributor and the gas transportation network operator, where
a gas distribution network connects to the main transportation network ; or

() a supplier and a transportation pipeline owner or transportation network
operator.

163. The Authority may mediate in disputes in respect of third party
access,

164.—(1) The Authority may, to protect the interests of customers, issue
regulations requiring suppliers, gas distributors and petroleum product
disiributors to—

{«) publish their terms of supply or distributicn including tariffs, other
than for negotiated tariffs under section 122 (4) of this Act;

(b) establish or to facilitate the establishment of a forum at which
customers are able to express their views and raise concerns ;
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{c) formulate and adhere to standards of performance as are, in its
opinion, pecessary to ensure the safety, reliability and quality of supply and
distribution services to customers and set penalties, pursuant to regulations,
for failure to comply ;

{d) prepare and submit reports to the Authority, at least on an annual
basis, indicating their performance levels and status of their operations in respect
of licenced activities at such times as the Authority may by regulation or in
their respective licences prescribe ; and

{e) develop and adhere to customer service codes, setting out the practices
and procedures to be followed in the conduct of specified licenced activities,

* which may include—

(7) the instatlation, testing, maintenance and reading of meters,

(if) fault repairs and response to customer emergencies,

(i) the connection and disconnection of customers,

(#v) responding to customer complaints and complaint resolution,

{(+) Billingand 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

(viif} the establishment of special services for economically or sociatly
disadvantaged customers.

{2) The customer service codes shall be approved by the Authority prior
to publication and may be reviewed at intervals as may be considered necessary
by the Authority.

(3) The customer service codes shall be made available to all customers
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 customer service codes that shalt be adhered to by licensees.

(5) The Authority shall, in developing customer protection regulations,—

(a) consult with suppliers, gas distributors, petroleum product distributors
and interested stakeholders ; and

(b) take into account existing procedures, practices and standards issued
by the Federal Competition and Consumer Protection Commission.

Provision of 165. The Authority shall, at its discretion and at such time or times as it
service to deems appropriate, designate distributors of last resort and suppliers of last
customers.  resort to provide services to customers—
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(@) where an existing gas distributor for a local distribution zone, a
petroleum produet distributor or 2 supplier becomes insolvent, is unable to
provide Heeneced services or has had its icence suspended or revoked,

(b} where the gas disiributor for a local distribution zone or supplier
refuses or fails to fulfil the terms of its licence to distribute or supply natural
gas or petrolenm product to customers, and

(¢) 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 distributor or supplier of last resort shall be recoverable
through appropriate charging asrangements agreed with the Authority.

166. Where the designation of a supplier or distributor of last resort
reguires the transfer of customers from one licensee to another, the Authority
shall prepare, or require the applicable supplier or distributor of last resort to
prepare—

(«) procedures to secure the effective transfer of customers ; and

() a statement of any cosis reasonably incurred in undertaking the
transfer, which if approved by the Authority, shail be recoverable through
reguiated charges.

167.—(1) The Authority shall, in accordance with this section and for
each year, determine the domestic base price under the Third Schedule to this
Act, for the purpose of determining the prices for the power sector, commercial
sector and gas based industries.

{2} The Authority shall continue to determine the prices referred 1o
under subsection (1), if in its opinion, the controi of prices for natural gas for
the strategic sector is required.

(3) The price control and the corresponding role of the domestic gas
aggregator shall not be required, where the—

(a) entire domestic gas demand requirement under section 173 {2) is
covered by contracts under sections 110 (2) and 173 (3) of this Act ; or

(b) domestic market for natural gas is largely characterised by free
market based contracting for natural gas between willing buyers and willing
seliers, based on criteria established by the Authority in consultation with
the stakeholders and at such time the provisions of subsections (4), (5), (6)
and (7) and section 168 shall no longer be applicable and the 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 ongoing process towards full free market conditions.
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{4) The aggregate gas price for a month shall be the price calculated
based on the procedures established by the domestic gas aggregator on the
basis of the prices determined by the Authority under subsection (1).

(5) The price of marketable natura! gas applicable to the power sector
shall be the domestic base price at the marketable natural gas delivery point.

(6) The price of marketable natural gas applicable to the commercial
sector shall be the domestic base price at the marketable natural gas delivery
peint plus US $0.50 per MMBtu.

(7) Gas distributors shall not be part of the strategic sectors and shall
negotiate the supply and pricing oftheir natural gas directly, provided that the
applicable price for gas distributors for the marketable natural gas at the
marketable gas delivery point shall not exceed that of the commercial sector
under subsection (6).

(8) Where applicable, wholesale gas suppliers, the wholesale customers
of the strategic sectors and gas distributors shail pay for the transportation
cost of the marketable natural gas from the marketable naturat gas delivery
poiat to the facilities of the wholesale customers,

(9) The wholesale gas suppliers, wholesale customers of the strategic
sectors and gas distributors shall, for the purpose of transportation, have the
option to—

(&) use the gas transporiation network applicable to their geographical
areas ; or

(&) obtain a gas transportation licence in order to transport their natura!
gas connecting to the gas transportation network, another existing gas
transportation pipeline or directly to a marketable natural gas delivery point.

{10) Each producer c¢lient shall, for any month, receive from the escrow
account of the domestic gas aggregator an amount that is equal to the aggregate
gas price multiplied by the customer client volume that was paid for such
producer client in such month by the customer client.

168.—(1) Subject to the provisions of section 167 (3} of this Act, the
gas price for the gas based industries shall be determined by the pricing principles
specified in the Fourth Schedule to this Act.

(2) The floor price for the gas based industries shall be US $0.90 per
MMBu.

(3) The ceiling price shall be the domestic base price applicable foi uny
particular year.
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(4) The prices determined in the Fourth Schedule to this Act shall be
prices at the marketable gas delivery point from where transport costs need 10
be added for delivery 1o the respective gas based industries.

(5) The Authority may by regulation adjust the price mechanism 1o add
other gus based industries in line with market realitics.

169.—(1) Where the Authority determines that—
(&) a particular licenced activity is a monopoly service,

(b) competition has not yet developed in the market to such an extent as
to protect the interests of customers, or

(c) a particular licensee is a dominant provider,

the Authority shall regulate the prices charged by licensees in respect of the
aclivities, in 2a manner consistent with its functions under this Act and with the
pricing principles set out in section 170 of this Act.

(2) The Authority shail undertake periodic pricing methodology reviews,
provided that the pricing methodology review shal! not affect arrangements
entered into or approvals given for the development of a gas infrastructure or
utilisation project prior to the effective date.

(3) The Authority shall consuit with licensees, industry participants and
stakeholders before undertaking a pricing review or establishing a methodology
for regulating prices and revenues earned by licensees providing monopoly or
dominant services.

170, Subject to the provisions of this Chapter, the Authority shall, in the
exercise of its powers to regulate prices charged by licensees, be guided by
the following principles—

(@) marketable natural 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 transportatlon pipelines for natural
gas, distribution and supply;

(5) the prices charged for each licenced activity shall reflect the costs
incurred in the efficient provision of that activity ;

(c) prices charged shali permit a reasonable return for licensees on their
investments ; and

(d) prices shall not discriminate between customers with similar
characteristics, such as similar size or a similar consumption profile.

Fourth
Schedule,

Power to
regulate and
review
prices.

Pricing
principles
in relation
to gas.



A 246

2621 No. 6 Petrolewm Industry Act, 2021

Public
service
obiigations
related to
policy
issues.

Public
service levy,

Domestic
gas demand
requirement.

Activities
requiring a
licence for
midstream
and
downstream
petroleum
tiquids
operations.

171. The Authority may issue regulations imposing public service
obligations on Jicensees in relation to matters including—

{a) security of supply ;

(&) economic development and the achievement of wider economic policy
objectives;

{c) environmental protection ; and

(d) health and safety.

172.—(1) The Authority shall, by reguiation, provide for the recovery of
any additional costs 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 cotlection and remittance of,
the public service levy imposed on each customer shall be set out in the
regulations contemptlated by subsection (1).

173.—(1) The Authority shali, prior to the 1st of March of each calendar
year, determine the domestic gas demand requirement and inform the
Commission of this requirement.

(2) Subject to subsection (3), the domestic gas demand requirement
shall be the total amount of marketable natural gas required for all wholesale
customers of the strategic sectors.

(3) Each wholesale customer of the strategic sectors shali have the
right to negotiate its own supply contracts directly with lessees or suppliers
and where the wholesale customer is of the view that the contracts are
satisfactory for its requirements, it shall inform the—

{a) Authority that there is no need to be a customer client of the domestic
gas aggregator : and

(6} Commission of the lessees from which the required marketable
natural gas has been obtained.

PART V—ADpMINISTRATION OF MIDSTREAM AND DOWNSTRL AM
PerriLeon Liguins OPERATIONS

174—(1) Except in accordance with an appropriate licence issued -
the Authority, a person shall not undertake the following activities with resp.2
to midstream petroleum liquids operations—

{a) establish, construct or operaie a terminal or other facility for the

export or importation of crude oil or petroleum preducts
(b) establish, construct or operate a crude oil refinen .
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{¢) establish, constractor operate a pipeline for the bulk fransportation
of petroleum liquids ;

(d) engage in bulk transportation of petroleum liquids by rail, barge or
other means within Nigeria ;

(e} establish, construct or operate a facility for the bulk storage of
petroleum liguids ;

(f ) establish, construct or operate a petroleum liquids transportation
network ;

(2) engage in the bulk sale of petroleum liquids ; or

(#) undertake construction or operation of any facility for the production
of lubricaats or petrochemicals based on petroleum products.

(2) Except in accordance with an appropriate licence or permit issued
by the Authority, a person shail not undertake the foliowing activities with
respect to downstream petroleum products operations—

(a) construct or operate any facility for the distribution or sale of
petroleum products to retail customers ;

(b) establish, construct or operate a depot for the storage of petroleum
products ; or

(c) undertake distribution, marketing or retail trading of petroleum
products,

(3) The Authority may, by regulation, prescribe additional activities to 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 activities set out in subsection
(1), (2) or (3) without a licence or permit, the Authority shall—

{a) seal the premises where the activity is undertaken ;

(b) dismantle and seize the facilities by which the activities were
undertaken ;

(c) confiscate equipment or materials employed by the person in such
activity ; or .

(d) impose penalties as prescribed by regulations under this Act.

(5) Notwithstanding any provision of this Act, a person who engages in
any of the activities set out in subsection (1), (2) or (3) without a licence or
permit, commits an offence and is liable on conviction to imprisonment for a
term of—

(@) one year or to a fine prescribed by regulation, in the case of an
activity requiring a licence ; or
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{b) six months or to a fine prescribed by regulation, in the case of an
activity requiring a permit.

{6) A holder of a subsisting lease, licence or permit who is engaged in
activities in midstream or downstream petroleum liquids operations prior to
the effective date shall, within 18 months from the effective date, apply to the
Authority for, and the Authority may issue the appropriate licence or permit,
where applicable.

{7y 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.

(8) Where any person, in applying for a licence or permit, knowingly
makes a false or misicading statement, the Authority may—

(a) suspend or revoke the licence or permit ; or

() impose a fine on the licensee or permit holder on the basis of the
false or misleading information.

(9) Crude handling agreements and any other agreements among parties
entered into prior to the effective date related to midstream or downsiream
operations shall be submitted for review to the Authority and the Commission
and where so ordered by the Authority or Commission, as the case may be,
amendments shall be made in such agreements to comply with the Act.

173, In addition to any matter provided under section 113 of this Act,
the Authority may issue regulations with respect to midstream and downstream
petroleum liguids operations, which shall include—

(a) the establishment and operation of a wholesale market. to ensure the
continuity of supply of petroleum 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 petroleum liquids,
bulk storage facilities for petroleum liquids and terminals and outlets for
retail trading of petroleum products ; and

(b) matters ancillary to or consequential on the activities set out in
paragraph {«).

176. 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 petroleum liquids transportation pipelines,
communication lines, power lines and other similar lines through or across the
areas the licensee or perimit holder may require for carrying on midstream or
downstream petroleum liquids operations under the licence or permit.
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177. The Authority may for the purpose of efficiency, preserve rights  Surface
of way, easements or other rights over any sutface or seabed areas subjectto  rights

an existing licence or permit, which may be necessary for the laying, operation
and maintenance of petroleum liguids transportation pipelines, communication
lines, power lines and other simifar 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 permit,

178.—{1) The Authority may in consultation with licensees and other

stakeholders witl: respect to midstream petroleum liquids operations, develop

“a network code governing the terms of access into facilities and infrastructure
used in midstream petroleum liquids operations.

t

(2) The network code may include the following matters—

(«) a connection and interconnection policy, standardterms for connection
1o an open access petroleum liquids transportation pipeline or petrojeum
liquids transportation network and a statement of the connection charging
methodology ;

{h) a mechanism by which users reserve capacity in facilities and
infrastructure and at any time there is a greater demand for access than
available capacity, a mechanism for allocating capacity between users |

(¢) the nomination ;

(d) requirements for the provision of information to the petroleum liquids
transportation network operator about the volume, timing and flow-rate of
injections into and withdrawals from the petroleum liquids transportation
network ;

(&) thestructure of charges and the applicable tariffs charged for using
the petroleum liquids transportation network ;

() the balancing of crude oil, condensates or petroleum products being
conveyed ;

(g) registration arrangements ;

(#) metering, atlocation and settlement arrangements ;

(f) governance arrangements ; and

() the maintenance of a register of customers and suppliers.

(3) The petroleum liquids midstream network code shall be published on

the website of the Authority and physical copies shalt be made available to
interested persons on payment of a prescribed fee.
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179.—(1) Subject to section 162 of this Act, any person licenced under
the provisions of this Act to supply petroleum liquids shall be permitted third
party access to facilities and infrastructure used for midstream petroleum
operation by owners, operating on their own account, of such facilities and
infrastructure—

(o) in the manner prescribed by this Act, the regulations, codes and
other guidelines issved by the Authority under this Act ; and

(b) on commercialty viable terms based on a cost reflective pricing
methodology.

(2) The Authority may mediate in disputes related to third party access.

180.—(1) Where open access applies, open access to the facilities and
infrastructure used with respect to midstream petroleum liguids operations
shall be— '

(o) undertaken on a non-discriminatory basis between 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 contractual commitment,

(c) provided in accordance with and governed by the terms and 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

(e) subject to the pricing principles set out in section 207 of this Act :

Provided that facilities and infrastructure which are specifically defined by
the Authority for the storage of national strategic stocks shall be exempt from
the provisions of this Act relating to open access.

(2) The Authority may mediate in disputes in respect of open access.
181. The Authority shall—

(a) establish, administer and ensure the storage and distribution of the
national strategic stocks of petroleum products in accordance with regulations
issued by the Authority ;

(b) determine and publish the amount to be charged as a levy for the
financing of the national strategic stocks, which shall form part of the retail
price of each petroleum product, such levy to be determined as a percentage
of the retai! price and be deducted on wholesale basis ; and

{c) designate, in consultation with the appropriate authorities and national
security agencies, the strategic [ocations across the country where the
national strategic stocks shall be distributed and maintained.
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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 operating stocks in accordance with guidelines published by the
Authority,

183.—(1) Subject 1o 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 may, on the recommendation of the Authority,
grant and issue to that person a crude oil refining licence which shall permit
the licensee to—

(¢} procure, construct, instalt and operate facilities to process crude oil
on its own account into derivative chemicals and petroleum products ; and

(b) selt such chemicals and petroleum products at the exit of the refinery.

(2) In considering an application for a crude oil refining licence, the
Authority shall take into account the economic case for a refinery, including
the potential demand for its use.

184. The crude oil refiner shali undertake the activities contemplated
by the licence in a manner that best complies with the following general
obligations, to—

(a) procure, construct, install, operate and maintain its refinery and
associated facilities in an economical, safe, rellable and environmentally
friendly manner;

(b) shut down its facilities in emergencies and in order to carry out
maintenance or in accordance with curtailment directives issued by the
Authority ;

{c) manage its facilities as a reasonable and prudent operator ,

(d) avoid any act or omission that may affect the compatibility of the
refinery with any facility or network that is likely to prejudice the public
interest or the integrity of network operations ;

(&) produce petroleum products to a quality suitable for the transportation
system as specified in the licence ;

(f) produce petroleum products to a quality suitable for use in accordance
to the specifications approved by the Authority ;

{g) treat all customers in a non-discriminatory manner under section 116
of this Act ; and

() abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.
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185. A crude oil refiner shall have the right of access to facilities,
inctuding harbours, jetties, petroleum bulk storage, transportation facilities and
pumping installations in accordance with the open access or third party access
requirements and the tariff methodology approved by 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 sha!l be deemed to be
granted subject to the conditions that the holder shall—

(a) conduct its ficenced activitics safely and 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 its licenced activities on the environment
and complying with the requirements for environmental protection,
management and restoration under this Act

(¢) mark, maintain and secure the boundaries of iis facilities and
associated infrastructure constructed under the terms of its licence and
any law in foree ; and

(d) comply with any conditiors precedent or other conditions as the
Authority may prescribe by regulation.

,

187.—(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 bulk petroleum liquids storage licznce autherising
the holder to undertake the bulk storage of petroleum liquids whether for its
own account or on behalf of customers as provided for in th licence.

(2) In considering an application for a bulk petroieun: liquids storage
licence, the Authority shall take into account the economic case for bulk storage
facility, including the potential demand for its use.

188. The holder of a butk petroleum liquids storage licence shall undertake
the activities contemplated by the licence in a manner that best complies with
the foilowing general obligations, to—

(a) establish and make availabliz to the public at its offices, the—
() procedure for obtaining third party access or open access, as
provided for in the licence, throughiput and terminating its services, and
(if) method of response to the request for ifs service ;

(&) procure, construct, install, operate and maintain its fecilities in a safe,
economical, reliable and environmentally friendly manner taking into account
any strategic plans formulated by the Authority ;

(¢) shut down its facilities in emergencies and in order to carry out
maintenance or in response to curtailment directives issued ty the Authority;
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(d) grant third party access to use or have access to spare capacity within
its facilities for the purpose of ensuring competitive supply of crude oil and
petrolewm products, where the licensee operates on its own account ;

{e) consult with the Authority and obtain wrilten permission prior to any
medification of technical and operational rules of practice concerning the
operation of its facilities ;

(F) conduct its licenced activities in a non-discriminatory manner between
all classes of customers under section 116 of this Act, where the licence is
for bulk storage for customers and {s operated on an open access basis ;

(g) manage its facilities as a reasonable and prudent operator ; and

(1) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

189. In addition to conditions as may be imposed by the Authority under
section 114 of this Act, a bulk petroleum liguids storage licence shall be deemed
to be granted subject to the conditions that the holder shall—

(@) where the licence is operated for the own account 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 shali not
own the petroleum liguids;

(&) conduct its Hicenced activities safely and reliably in compliance with
any law in force and prescribed health and safety related regulations issued
under this Act ;

(c)have 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

{d) mark, maintain and secure the boundaries of its facilities and
associated infrastructure constructed under the terms of its licence and
any law in force,

190.—(1) Subject to sections 111 and 174 of this Act, the Authority
may upon approval of an application and payment of prescribed fees, grant
and issue a qualified person a petroleum liquids transportation pipeline licence
with the exclusive right to own, construct, operate and maintain a transportation
pipeline for the bulk transportation of petroleum liquids within a route as defined
i the licence for its own account with third party access provisions or as
common carrier as stipulated in the licence.

(2} In considering an application for a petroieum liquids transportation
pipeline licence, the Authority shall take into account the economic case
for a petroleum liquids transportation pipeline including the potential demand
for its use,

Conditions
applicable
to a bulk
peiraleum
liquids
storage
licence.

Grant of
patroleum
liquids
Lranspontation
pipeline
licence.



A 254

2021 No. 6 Petroleum Indusiry Act, 2021

General
duties of a
petroleum
{iquids
transportation
pipeline
OWnern

Conditions
applicable to
a peiroleum
tiquids
transportation
pipeline
licence.

191. The holder of a petroleum liquids transportation pipeline licence
shall undertake the activities contemplated by the licence in a mannet that
best complies with the following general obligations—

(a) establish and make available to the public at its offices, the—=

(i) procedure for obtaining and terminating transmission and
interconnection services, and
(if) method of response to the request for its service ;

(b} construct, operate and maintain its petreleum liquids transportation
pipetine in a safe, economiical, and reliable manner taking into account any
strategic plans formulated by the Authority ;

(c) manage supply shortfalls and meet on a reasonable endeavours
basis requests for transportation above contractual volumes ;

() shut down its petroleum liquids transportation pipeline in emergencies
and in order to carry out maintenance or in response 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 a common carrier basis and provide
for third party access pursuant to the licence conditions where the transportation
pipeline is operated for the own account of the licensee ;

(7) 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 ;

(g) manage its transportation pipeline as a reasonable and prudent
operator ; and

(/) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

192, In addition to conditions as may be imposed by the Authority under
section 114 of this Act, a transportation pipeline licence shall be deemed to be
granted subject to the conditions that the holder shali—

{a) not own petroleum liquids 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
a company which is an affiliate of a company that is a lessee, the licensee
may own, or the affiliate may own, the petroleum liquids in a petroleum
tiquids transportation pipeline for the purpose of removing petroteum liquids
from the lease ;

{¢) where the holder is a company that also holds a licence to be a wholesale
petroleum liquids supplier, operating on its own account, may own the
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petroleum liquids in a petrofeum liquids transportation pipeline, for the purpose
of connecting to a lessee or wholesale customer to or from a petroleum
liquids transportation network or petroleum liquids transportation pipeline,
subject to third party access provisions as may be included in the licence ;

{d) where the holder is a company that also hiolds licence as a petreleum
product distributor, operating on its own account, may own the petrolcum
liquids in a petroleum liquids transportation pipetine, where the principal
user of the transportation pipeline is the petroleum product distributor, sutject
to third party access provisions as may be included in the licence ;

() where the holder is acompany that also holds a licence to be a wholesale
petroleum liquids supplier, operating on its own account, may own the
petroleum liquids in a petroleum liquids transportation pipeline, for the purpos=2
of connecting to a lessee or wholesale customer to or from a petroleum
liquids transportation network or petrolesm liquids transportation pipeline,
subject to third party access provisions as may be included in the licence ;

() conduct its licenced activities safely and reliably in compliance with
any faw in force and prescribed health and safety related regulations issued
under this Act ;

(g)have regard to the effect of its licenced activities on the environment
and comply with the requirements for environmental protection,
management, and restoration under this Act ; and

{#) mark, maintain and secure the boundaries of the pipelines and
associated infrastructure constructed under tlv terms of its licence.

193.—(1) Subject to sections 111 and 174 of this Act, the Authorlty may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a petroleum liquids transportation network operator
licence authorising the conduct of activities specified in the licence, which
shall include—

{@) conveyance of petroleum liquids through the transportation network ;

(b) balancing the inputs and off takes from the transportation network ;

(c) providing open access to the transportatmn network ; and

{d) charging for the use of the transpostation network,

(2) The Authority shall grant onfy one petrcleum liquids transporta:ibn
network operator licence for specified petroleum licuids within a geographically
defined area to a single network operator, provided that the Authority may, at

its discretion, issue licences to other parties for the operation of isolated or
dedicated pipelines.
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General 194. The petroleum liquids transportation network operator shall exercise
d::;z*; ofa  the rights and obligations imposed on it in a manner that best complies with the
Fi qui d:um following general obligations—

‘m?smfliOH (o) establish and make available to the public at its offizes, the—
REIVWOTK R . .. . .

operator. (i) procedure, terms and conditions for obtaining and terminating access
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and interconnection services to the transportation network, and
(if) method of response to the request for its service ;

(b) operate an efficient and economical transportation network for the
safe and reliable conveyance of specified petroleum liguids in a manner
that is designed to meet ali reasonable demands for the specified petroleum
liquids ;

{c) operate a nomination and talancing mechanism a1d an equitable
curtaitment of transportation whenever technical or operational expediencies
requise ;

{d) consult with the Authority and obtain written permission prior to any
modification of technical and operational rules of practice concerning the
operation of its transportation network ;

{e) ensure the development and operation of a network code and terms
for access into the transportation network in cotlaboration with the Authority,
shippers, licensees and permit holders operating essential ‘nfrastructure ;

{(f) ensure equitable and transparent open access, subject 1o the provisions
of section 116, to the transportation network in accordance vvith the netsvork
code ;

(g) manage the transportation network as a 1easona1: le and prudent
gperator ;

(/1) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ; and

(i) enter into agreements with transportation pipeline owners, distributors
and wholesale customers for connection to, and aperation of, the
transportation nefwork.

195. Subject to this Act, the Authority may grant the fcllowing special

powers or antthority to a petroleum liquids transportation network opérator to
facilitate 1he conduct of its licenced activities— i

{a) 1he power to request and obtain from shippers infor nation required
to operate the nominations and balancing mechanism to operate the network
or to facilitate competition ;

(b) the right to recover, on the basis of an invoice, expe1ses reasonably
incurred in undertaking its licenced activities, subject to any conditions
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imposed by the Authority with respect to the level and structure of its
charges ; and

{¢) to purchase petroleam liquids for its own operations for purposes
such as testing and commissioning of facilities, compression purposes and
line fil,

196.—(1) In addition to such conditions as may be imposed by the
Authority under section 114 of this Act, a petroleum liquids transportation
network operator licence may inciude an obligation to develop market rules in
accordance with the provisions of this Act.

(2} Apetroleum liguids transportation network operator may be owner
of any or all of the petroleum liquids transportation pipelines in the petroleum
liquids transportation network.

(3) Where third parties are owners of certain petroleum liquids
transportation pipelines in the petroleum liquids transportation network, the
owzers shall be paid by petroleum liquids transportation network operator the
tariffs determined for non-operating owners of the pipelines.

(4) A petroleum liquids transportation network operator shall not misuse
its monopoly position in the geographical area to charge franchise or other
access charges for providing access to the petroleum liquids transport network
other than the charges specifically permitted under this Act and its regulations.

197.—(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 a wholesale petroleum {iquids supply licence,

(2) A company that is a lessee 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 to apply for and be issued a
wholesale petroleum liquids supply licence by the Authority.

(3) Awholesale petroleum liquids supply licence authorises the supplier
to sell and deliver petroleum liquids to bulk customers in Nigeria or for éxport.

198. A wholesale petroleum liquids supplier shall undertake the activities
contemplated by the licence in a manner that best complies with the following
general obligations, to—

{&) provide a reliable supply of petroleum liquids to purchasers on request,
provided that it is economically feasible ; and

{(b) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.
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199. Subject to this Act, the Authority may grant the following specific
powers or authority to the holder of a wholesale petroleum liquids supply
heence to facilitate the conduct of its licenced activities, the right to—

{#) terminate wholesale supply to a customer in the event of non-
payment, following a notice period as prescribed by regulation ;

(b) recover from a customer, on the basis of an invoice and subject to
any conditions imposed by the Authority on the level and structure of a
licensee’s charges and costs reasonably incurred in the supply of petroleum
liquids, provided that the sale of petroleum liquids to customers by the
wholesale petroleum liquids supplier shall be subject to the provisions of
this Chapter ; and

{(c) enter a premises, in accordance with a metering code issued by the
Authority, for the purpose of reading the meters, testing, maintaining metering
equipment, disconnecting customers and to remove meters,

280.—(1) In addition to conditions as may be imposed by the Auth<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>