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Journal Editor's Note:

Prof. TundeEsan Ph.D

Extrapolating factors in the development of the econon@fiiica has been the fulcrum of the Journal's
editorialdirection.In line with this objective,unlockingopportunitiesn theoil andgassectorasacatalyst

for national security, industrial growth and shared prosperity is one of the key focus of this edition. Tt
submissiorof the Hon. Minister of StatePetroleumResource$Gas)in NigeriaRt. Hon. EkperikpeEkpo
encapsulatesomeof the factorsdriving thepolicy directionof the Nigeriangovernmentin thesectorand
theinformationsubmitted enrichesurknowledge onthecurrentdevelopments theoil andgassector.

Prof. Omotsefe Odejimi submission shed light on the direction of the new economy and the increasi
role of the financial technology (fintech) and its contribution to credit facilitation in African countries,
with Nigeriasmallandmedianscaleenterprisessits focus.Theessencandtheimportancds in looking
atoneof thekey transformativeaoolsfor expandinginancialaccesandgrowingtheeconomyin African
countries.

The economic and geo strategic relationship between the Arabian Gulf and Africa has been on
centuriesThenature featuresandcharacteristic®f this relationship the peculiargeographicasettingof

the two regions is essential in understanding its future. The Journal took a critical look at this and t
submission will add to our knowledge of the impacts of these engagements, particularly in Africa.

These and other academic papers in this edition, highlight the editorial policy of international econom
relations as a centerpiece of our research and writings.
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UNLOCKING NIGERIA'S GAS ADVANTAGE FOR POWER, INDUSTRY AND GROWTH.
Rt. Hon. Ekperikpe Ekpo Ph.D
Honourable Minister of State,Petroleum ResourcegGas)

Unlocking opportunities in the gas sechas been at the centerleéderal government objectives of using
Nigeriaprimeresourcegasasthefulcrumof theenergydriveneconomyAndthisis fundamentally in tune

with not only the Federal government energy aspirations, it also aligns with the broader energy transitic
It is the foundation of our economic resilience, social stability, and long term national development. |
addressing the sulge we will equally be looking at the catalysts for an all eringunderstanding.

1.Ni g e Pivoml&Msmentin theGlobalEnergyLandscapelNigeriastandgodayat adefiningmoment.
Nigeriaprovennaturalgasreservessof January025officially stoodat210.54trillion cubicfeet,Africa’s
largest, accounting for over 33% of Africa's total gas reserves. It has an estimated lifespan
approximately@3years.This marksacontinuousupwardtrajectorywhencomparedo thepreviousyears.

It is largely driven by fresh discoveries and advanced technical evaluations. Based on the current ref
the reserve has grown to 215.19 TcF by early 2826rage national gas production during the year hit
approximately7.59billion standardubicfeetperday;theninthlargestgloballyd ournationis positioned

for transformativegrowth.Yet, thetruevalueof ourgaswealthlies notin reserveslone butin its impact

on the lives and prosperity of our people.

Themeasuref our progresss foundin:

1 Megawattdeliveredto homeshospitals schools andindustries
1 Jobscreatedacrosghegasvaluechain;Foreignexchangearnedrom exportsandinvestments
1 Peacestability,andopportunityenabledhroughaccesgo clean reliableenergy.

2. GasastheCornerston®f N i g e Energydransition

Naturalgasremainscentralto our transitiontowarda cleanermoresecureandinclusiveenergyfuture.
It is our bridgefuel, linkingt o d aegliieswitht o mo r lowcarbamambitions.

Gasenablesisto:

1 Expandelectricityaccess.

1 Deepenndustrialization.

1 Reducesnergypoverty,and

1 Meetclimatecommitmentsn apragmaticdevelopmententredmanner.

UndertheRenewedopeAgendathis administratioris committedto entrenchingyasasthe backboneof
our national energy architectdresupported by institutional reforms, regulatory enhancements, and
investment incentives through the Decade of Gas Initiative.

3. Key Achievementsn AdvancingN i g e GasAgénda



1 Landmark achievements recorded in the Ministry of Petroleum Resources (Gas) under
leadershipasMinister of Statefor PetroleumResource¢Gas),madepossiblethroughthe support
of His Excellency, President Bola Ahmed Tinubu, GCFR, and the collaboration of our industry
partners:
a. Domesticatiorof LPG Producedn countryWe successfullichampionedhedomesticatiorof
LPG volumes produced by upstream operators. The core objective of the our plans ar
programs remain.
1 To increase gas production to 10 billion standard cubic feet per day. (BCF/D) by 2027 and 1
billion standard cubic feet per day (BCF/D) by 2030.
1 ZeroGasFlaring: Thepurposeandplansareto accelerateleepwatergasdevelopmenandreduce
drastically if possible eliminate routine gas flaring by 2027.

This strategidnterventiongprogramshas:

1 Increased PG availability for domesticconsumption.
1 Stabilizedthe priceof this critical householccommodity
1 Reducedexposurdo internationalpricevolatility, bringingrelief to millions of Nigerianhomes.

b. Resolutionof Decadedong Gasto power Debt:

Working closely withthe powersector we achievedhe long awaitedresolutionof legacydebtsowedto

gas producers, following Presidential approval and ratification by the National Economic Council. Thi
landmark achievement has restored confidence in the domestic gas market and is unlocking n
investments in gas supply for power generation.

c. StrengtheningN i g e Glokbal&tmndingthrough Energy Diplomacy.

This partly centers on securing foreign investments and solidifyigeria's position aéfrica's premier

oil andgashub,with long termplansof advancingransitionalgasprojectsto powerbothWestAfrica and
Europe. The country's foreign energy engaments has led to the African Energy Bank having |
headquarters in Nigeria. This strategic victory will improve the country's leverage in securing financin
for its oil, gas and energy projects. Nigeria is dgudnrough its energy diplomacy advancing key
infrastructure projects like the Nigeria Morocco Gas Pipeline andftiean Atlantic Gas Pipeline. The
initiativeshastheaim of supplyingnaturalgasthroughWestAfrica to Europe;boostingforeignexchang
andstrengthening gepolitical engagements and cooperatidhereis alsotheWestAfrican Gas Pipeline;
anoperationab78 kmpipelinethatsupplies Nigerigas toneighbouring countrielke Benin, Togo,and
Ghana, powering their manufacturing sectdfgyeriatranscontinental gas pipelipeojects liketheseis
actively linking Nigeria gas fields to regional and international markets and boosting industrialization i
theWestAfrica subregion.In line with globaldecarbonizationrive, NigeriaNationalEnergyTransition
Plans(ETP)includeutilizing gasasatransitionfuel while improvingandexpandingts renewablesnergy

mix to achieve netero targets by the year 2060ur strategic international engagements culminated in
theelectionof aNigerianasSecretaryGenerabf the GasExportingCountriesForum(GECFY ahistoric

di plomatic victory that enhances Nigeriabs 1in



d. Nationwide Rollout of the Decadeof GasFree LPG Cylinder Distribution Programme.

We have successfully implemented the nationwide rollout of the Free LPG Cylinder Distributior
Programme across all six geopolitical zones. This initiative is significantly accelerating the adoption ¢
clean cooking, reducing deforestation, improving pubgalth, and supporting our net zero ambitions.
These achievements demonstrate our resolve to transition from policies on paper to real impact
households, industries, and communities across Nigeria

4.Strengthening Gas to Power for National Gr o
electricitygenerationBut to powerour industrializationrambitions we arestrengtheninghe entiregasto
power chain.

Our strategidocusincludes:

Longterm,commercially viablgassupplyagreementor powerplants;
Sustainedmplementatiorof the NEC approveddebtresolutionframework;
Expansiorof critical infrastructuré pipelines processing plantgndmeteringsystems.
Deepenedollaborationwith thepowersectorto eliminatebottlenecks

Establishmenbf a National Gas InfrastructureCommandCentreto monitor, coordinate,and
optimize gas infrastructure nationwide, as approved by President Tinubu.
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5. Gasasthe Engineof Industrialization.

Beyond power, gas is the lifeblood of industrgupporting agriculture, manufacturing, petrochemicals,
and transportation. Domestic natural gas consumption has risen to 518.42 billion cubic feet (bcf) driv
by increasedndustrialdemandspowergeneratiorrequirementandrefineries Powergeneratiortopped

with 246.14 bcf, industrial growth followed with 125.01 bcf petrochemicals accounted for 16.6 bcf an
therefineries at 59.33 bcTherehas been eemarkable increase in the domestic consumption, rdiye

the increasing demand in the industrial sector. In the power sector, electricity in Nigeria is generat
through and thermal and hydro power sources. The primary source of the generation is the fossil f
mainly from gaswhich accountfor 86% of the capacity reflectingtheincreasingnput of thenaturalgas

in the country's economic development.

Nigeria's natural gas infrastructure is supported by many strategic processing and distribution hu
primarily located in the Nigeria Delta region. These hubs serves as the connecting points between upstr
gasfields, power plants, industrial parkand exportterminalslike the country'spremierexport hub;
NLNG facility in Bonny Island, which processes natural gas for global export. Other gas hubs are locat:
in thefollowing placespPeltaStateHubsUtoroguandEscavosRiversStatehubObiafu-Obrikom: a critical
central processing hub operated by TotalEnergies. Others are Bayelsa State Hub Anyala dodeBedss;
in the core of the Nigeria Delta. Anyalais a key offshorehub that integrateswith the Brass LNG for
regional and international distribution.

Thereis anincreasingvider adoptionof LPG andCNG for householdstransportandSMESs;



1 Smallscaleandmodulargascommercializatiorio empowerentrepreneurandhostcommunities.
These efforts are moving Nigeria from exporting molecules to exporting value, accelerating oL
evolution into a competitive, industrial economy.

6. Strengthening Policy and Regulatory Foundation. The Petroleum Industry Act (PIB) provides
transparent, commercially grounded framework for investment. The Act contains provisions that a
aimed at enthroning efficiency, profitability and the protectibNigerians. The acts ensure sustainable
development and management of the Nigeria oil and gas industry with transparency, effectiveness
efficiency. The Act equally covers the administration of the upstream and the downstream operatio
payingattention to themanagemenf Petroleum, GasndPetroleunliquids. It coversthird partyaccess

to infrastructure and encourages competitive markets. We are conscious of Section 18&toivtiere
playersin theoil andgassectorareobligatedto contributeresourceor environmentaianagemenlans

and rehabilitation and management of the negative environmental imgaats, when the need arises.

In line with this, we are working closely with NUPRC, NMDPRA, NNPC Limited, and private sector
partners to:

1 Ensurecostreflectivepricing

1 Simplify licensingprocesses

1 Growlocal content

1 Shorterprojectdeliverytimelines.

Nigeriais notjust amarketof promisé it is aplatformof reform,resilience, andustainableeturns.
7. EnergyAccessasa Driver of PeaceEquity,andRegionalStability.

Energy access is a catalyst for peace, national cohesion, and social equity. By expanding access to ¢
energy, we:

1 Reducenequality,

1 Empowercommunities

1 Create pathways for youth innovation and enterprise. The ministry is fully committed to the
implementation of the Section 259 of the PIB Act, which makes specific provisions for the hos
communities. This is in line with the government objective of unkieigainfrastructural
development in the host communities, facilitating economic empowerments, advance ar
propagate educational developments , and generally assisting in the developmental purposes
benefits the host communities.

Regional ly, Ni geriabs gas advantage strengt he
pipelines, and cross border cooperation, while advancing a just and inclusive global energy transition.

8. Conclusion, In closing, fleaffirm the unwavering commitment of the Federal Government of Nigeria,
under the leadership of His Excellency, President Bola Ahmed Tinubu, GCFR, to building a gas drive
economy that delivers prosperity at home and credibility abroad. Together, &ghaesdgas as:



1 Aninstrumentof peace
9 A driverof industrialtransformation
1 A pillar of ourshareduture.

May Godblessthe Federal Republiof Nigeria.



ARABIAN GULF AND AFRICA: ECONOMIC AND GEO-STRATEGIC RELATIONSHIPS

Prof. Tunde Esan

ABSTRACT

While no African state share direct land border with the Arabian Gulf, strategic engagements ar
cooperatiorhasbeenon forcenturies. Geographical linkisroughthe narrowmaritimecorridors ensures
cooperation and engagements fostered and encouraged by history and social economic ifiterests.
Arabian Gulf is located in WesteAsia, bordered by countries such as Iran, Iraq, Kuwait, Ssnadia,
Bahrain, Qatar, the Unitellrab Emirates, and Oman. However, several B&stan nations are closely
linked to the region via the Red Sea and the Gulf of Eden. For example, Djibouti: situatedAfriEast
ontheGulf of Aden,servesasakey securitypartnerto SaudiArabiaandthe United Arab Emirates.There

is Eritrea: amAfrican country on the Red Sea that, along with Djibouti and Sudan, is part of the Red Se
Cooperation Council, formed with Gulf nations. Somalia: Faces the Gulf of Aden, acting as part of th
maritimecorridorbetween thédorn of Africa and theArabian PeninsulgEgypt: locatedn NorthAfrica,

with its Sinai Peninsula extending to Asilé.is positioned by the Red Sea, which is the closest body of
water that connect to the Persian Gulf, promoting historical socia@@mbmic linkages. This strategic
geographical features and histasyo alargeextentthe basis ofthe economicooperations thaéxtends
beyond the closedgtfrican countries to the Persian Gulf. From Morocco to Tunisia, from Mali to Sudan,
the uniqueness of this historical linkages and the geostrategic interests of the Arabian Gulf stretches
beyond the religious affinities between the countries and theahrpilgrimages associated with it.
Geography and economic relations are more often than not, related and the endogenous and exoge
effectsof regionalengamentareinterwoven;ArabianGulf andAfrica is notanexceptionThisandmajor
economic engagments and relationships in Africa and the Gulf states is the basis of the study.

Keywords: Historical antecedent, geostrategic interests, Gulf, relationship, regional interest, mult
lateralism.

Introduction:

The relationship between the Arabian gulf and Africa is deeply influencegebgraphy and historical
antecedentsThefamous Mans#/lusa pilgrimageto Mecca; 13241325 might havéeen aurning point
thatshapedhesocialeconomiaelationof Mali Empireandthe ArabianGulf; adefiningmomentbecause

of its show of opulence, but fundamental to its prominence was the burgeoning trade in ivory and gc
with Arabian Gulf by the Mali Empire which covers a substantial part of the modern West Africa sut
region and parts of the Maghreb; commercial exchange that predate Mansa Musa's ascension to powe

After theBerlin conferenc€18841885)therewasawaveof migrationfrom WestAfrica andtheMaghreb
to the Arabian Peninsula by people who were resisting colonisation.



The Arabian Gulf countries: Saudi Arabian, United Arab Emirates, Iran, Qatar, Oman, Iraq are define
by closemaritimeproximity, historicaltraderoutes andsimilarenvironmentatharacteristicsThis makes
thetwo regionsparticularlythe Horn of Africa to beclosely relatedThe RedSeahistorically contributes

to economic and social engagements between the two regions. It is the connecting point between N
Africa andtheArabianpeninsulaparticularlythe North Easterrcountriesof Sudan Eritrea,Djibouti and
Somalia. Historically the Horn of Africa has been an important geographical channel to secure bilater:
exchangen tradeand agriculturalproductswith countriedike SaudiArabian,UAE andQatar.The effect

of geography and environment likadaclimate makes it inevitable for them to rely on the river systems
like Nile river and its tributaries for survival and commercial exchange. The region seaways include tt
Suez Canal connecting the Mediterranean Sea to the Red Sea. Trade routesthet@afrand Africa
covergheEasterrpartsof North Africa; thegreateMaghrebwhichis aconnectedtrategicspacdinking
theMediterraneanSahelandthe Atlantic with MoroccoandMauritania;equallyservingand functioning

as Atlantic gateway.

For centuries, the Red Sea and the Gudén; Yemen to the north, Somalia to the south and Djibouti
to the west weranvaluablechannels focommercialandcultural exchangeAfrican scholars travelletb
Arabia not only for intellectual exchange but equally fxchanging information about commercial
opportunitiesWith thisandmanyinformal exchangegncouragedtby historyandeconomidnteractions
traders from the Gulf developed economic ties along the East African coast.

StrategicEngagements:Arabian Gulf and Africa

TheGulf ArabstatesareSaudiArabia,UAE, Qatar Kuwait, Oman,andBahrain.Thesenationsarefairly
developedeconomies powered by oil and gas, tourism, financial services and sovereign wealth fund
They are members of th@ulf Cooperation Council (GCC). Of the countries Sadibia is the largest
country, holding a dominant role in regional politics and oil production.United Arab Emirates (UAE) is
reputed for its business hubs, others are Qatar: A major global exporter of liquefied natural g
(LNG).Kuwait: a major oil producer, Oman and Bahrain, all characterised by unique geographice
locations and interdependent economies.

The GCC countries have been showing intereéffrica for a long time particularly since the beginning
of the new millennium. Historically, the Gulf economic interests are focused on port access, and foc
security.

TheGulf CooperatiorCouncilsdeepeninggngagemenwith Africa is equallydriven throughmultilateral
organisationsThejoint participationof Gulf statesandAfrican statesn internationagroupingdike G20,
Organisations of Petrol Exporting Countries (OPEC) and Organisation of Islamic Countries provides ¢
avenue for economic and security exchange and cooperation. By leveraging on these internatio
platforms,theGulf stategpromoteit's tieswith Africa in particular Key areaf theeconomiacooperation
is the energy sector,here OPEC has been playing key roles coordinating petroleum producing nation
to stabilizeoil markets SaudiArabia,Kuwait, Nigeria,EquatorialGuineaandGabonareOPECmembers.
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Through strategic engagements among OPEC member nations, key investments in Africa's oil and
infrastructureAt theannualOPECAfrica EnergyDialoguein 2024 ,African leaderssecuredinancingfor
energy initiatives.

The BRICS (Brazil, Russia, India, China and South Africa) has equally emerged as a key platform f
cooperatiorbetweerAfrican countries andhe Gulf, particularlywith UAE formally joining in2024and
Saudi Arabia considering the possibility of becoming a full member. Uganda and Nigeria are ‘partne
countries.

At the COP 28, UAE announced a 4.5 billion USD fund for energy transition efforts in Africa. In 2023
Saudi Arabia hosted 43 Heads of States in Riyadh; Ssfuda Summit, where discussions on
identification of mutualnterests in miningagriculture and energy took place. Under a major diplomatic
platform,economicagendasverefashionedIn 2018,UAE andSaudiArabiacontributedb130million to

the joint force combating violent extremism in the Sahel region, supporting countries like Burkina Fas
Mali, Mauritania, Chad and Equatorial Guinea, therefore fostering the efforts at ameliorating the effec
on the economy.

At the individual country level, Saudirabia has been projecting soft power through its engagements in
Africa. Characterized by a strategic transition from pilgrimages and religious tourism to developmel
focussed engagementSaudiArabia combines geopolitical ambition and commercial interests. The old
model of religious outreach is giving way to long term interests in infrastructure and investment. Thre
areas are of interest to Saudi Arabia: critical minerals, agriculture anddslalbour. This is hping
African countriesn the emergingmultipolarfundinglandscapeOf notearethe SaudiArabia and UAE's

joint commitment to Sudan's agricultural sector. The SAualbia -African Economic Conference in
Riyadh November 2023 hosted leaders from over fifty Mid Eastern and African countries. As of 2026
Saudi Public Investment Fund and other agencies pledged $533 million for various projects in about
African countries.

With SaudiArabiavision 2030, minimal engagements partsof Africa hasgivenwayto coreinvestment
agendaTheirengagemenwith Sudan Ethiopia,Eritreais partof Vision 2030thatwaslaunchedn 2016.

It casttheHorn of Africa asa critical frontier for finding solutionto SaudiArabiawatershortageAs part

of the solution effort, Saudirabia decided to enhance domestic production and secure sustainable foo
productionand supplies bynvesting inagriculturein parts ofAfrica. In 2011Saudi StaAgriculture and
Irrigation Project, grivateventurecapital ledby SaudiEthiopiabillionaire MohammedAl Mordi under

the kingdom's Initiative for National Food Security had leased 10000 hectares for rice production.
Eritrea, Saudi has a multi billion dollar deal to develop Eritrea’'s Assab seaport.

In trade relations and exchange; in 2@EudiArabia exported US$3.a8illion worth of goods to South
Africa while SouthAfrica exported US$829 million worth @foods to Saudhrabia, comprising mainly

of minerals. Non oil exports from Saudi ArabiaAfsica grew at an annual rate of 5.96% from the year
2018 to 2022.

11



Behind the firce and persistent interest and investment of UAE in Africa are long term policy o
maintaining dominant position vis a vis their ggmnomic interests and economic competitors.

UAE and Africa relations predates the present. Like most of the Gulf states, there have been histo
exchanges across the Red Sea and Indian Ocean corridors. In the past decade, it has become ¢
economic actor idfrica. Africa faces an infrastructure gap. The infrastructure gap is estimated at about
$150 bn annually and the realization of this, is a factor spurring UAE investment interest. With bilater:
trade estimated at more than USD 60 billion annually, Emirates investment emphasis is in ports, ener
finance and agribusiness across the contjrtéet core areas of investments are central to both side's
growth strategies. In its soft power projection, it has shown interest in Sudanese farmland and ports
reflected by the US $6bn agreement signed between AD Ports Groups and Invictus Investougit. T

its investmentn Sudarhascomeunderclosescrutinybecausef its perceivedsupportfor theparamilitary
Rapid Support Forces (RSF).

In April 2025the SecretaryGenerabf the African ContinentaFreeTradeArea(AfCFTA) WankeleMene
visitedUAE Minister of StateShaikSharkhboubin NahyanAl Nahyanin Abu Dhabi.Thetwo discussed
strengthening cooperation in infrastructure and digital architecture. They expressed their shar
commitment in driving sustainable economic growth through Witta relations with focus on public

and private partnerships. AfCFTA reduction of trade barriers, stimulation of industrialisation anc
encouragement of investment beyond natural resources have bdmal oethe attraction of UAE
investments. The corridor and the roadway is not a one way traffican governments and businesses
are seeing UAE not only as a source of capital but a link to the global mibkeDhabi and Dubai is a
commercial nerve center and a hub where African entrepreneurs can raise funds and connect with
global business leaders and agents. Between 2019 and 2023 , UAE committed more than $110 billior
investmentsacrosdAfrica, thehighesty anysinglecountryain afive yearperiod.UndertheAfrica Green
Investment Initiative, $4.5 bn has been mobilised to accelerate clean energy program. Abu Dhabi ba:
renewable energy company Masdar is leading a $18ftica. programme. In the economic cooperation
the development of infrastructure is central. Abu Dhabi based company DP Yénticiues to expand
operations across Africa ports. This includes $1 bn upgrade of Dar Es Salam Port in Tanzania. T
cooperation of UAE with Africas forging ahead and yielding results. UARdD Senegal will be ebosting

the 2026 UNWaterConference from Decemb@#4, highlighting a shared commitment between Africa
and UAE in advancing and promoting water security and sanitation.

Similarto therelationshipthat UAE maintainswith Africa Qatarhasmaintainedavery healthyeconomic
relationswith Africa focusingoninvestmentsn mining, agricultureandinfrastructurewith countriedike

DR Congo,MozambiqueZimbabwe BotswanandBurundi.Theinvestmentrive is spearheadelly the

ruling Al-Thani family whose holding company Al Mansour Holdings pledged between $A03%3
investment over a period of timéemocratic Republic of Congo will receive the single largest with
investment pledge of $21 billion, US$20 billion for Mozambique, US$19 billion each going to Zambia
and Zimbabawe, Burundi and Rwanda is scheduled to receive US$12 billion in investment wit
investment focus on hydrocarbons, mining and agriculture. The annual Qatar/Africa Business Forum,

12



business platform established in 2022, has been a dynamic meeting point for collaboration by Afri
Leaders and business executives. The institutional strategic partnership was further demostrated v
Qatar investment in aviation infrastructure. Qatamuaegl 60% stake in Rwanda Bugesera International
Airport project, designed to accommodate seven million passengers annually, with a second ph
expansion planned to increase its capacity to 14 million passengers in 2032. On the humanitarian frc
Qatar Fund for Development, Educatigkbove All and Qatar Charity has launched extensive initiatives
acrosghe continentwith interventiongan critical areaof educatiorand communitydevelopmentQatar
Airways has been strengthening inter regional connectivity by airlinks to several key economic capitals
Africa, improving passenger and cargo movements; positioning Doha as a bridge for strategic cooperat
and commercial engagements between faraksulf and Africa.

Kuwait has a long and historic relationship wifrica. Kuwaiti Fund forArab Development (KFAED)
hasbeensupportingnfrastructureanddevelopmenprojectsacrosghecontinentsinceit's wasestablished
in 1961.

The fund has financed 540 development projects in more than 50 African countries with a total value
more than $11.4 billionlt represent about 57 percent of it's total foreign investments globally. It offer
loans, grants and technical assistance to various programs geared towards the development of Afri
nations.This hascontributedto economiadevelopmenin Africa. Centralto Kuwaiti developmenpolicy

areit's keyinstitutions:Kuwaiti Fundfor Arab EconomicDevelopmenandKuwaiti Investmeniuthority

(KIA) . KIA which is one of the oldest sovereign wealth funds in the world manages assets in the exce
of USD 700 billion. The two key institutions enable Kuwait to combine economic investments anc
strategic engagements with its partner countries particularly icgAffihis is partly through partnership
with AfDB. it's partnership and memorandum of understanding with AfDB underscore it's commitmen
to renewable energy, food security and infrastructure. And with transformative programs liket®esert
power and Technologies fo African Agricultural Transformation (TAAT) Kuwait has lestablishing

it's role as a bridge between the Gulf states and larger development agenda in Africa.

Omanhaslongstandingelationship withAfrica. Relationship rooteth maritimetradeandmerchandise.

For some periods in history, Zanzibar in East Africa was part of the Omani Empire and in 1832 Sultz
Said bin Sultan for a short period of time moved his court to Zanzibar, effectively making Zanzibar th
capitalof the OmaniEmpire.This hashadalong termeffecton Zanzibar turningit to acommercial hub.

Long beforethenineteen centurythe geostrategiamportanceof the EastAfrica hasnot beenlost onthe
Omani merchants, investing in the timber production in parts of East Africa and building boats fc
shipmenbf goodsto partsof theMiddle East.Theoutcropof thesecommerciakxchangéiasbeencarried

over. Oman is improving it's ties and diplomatic relationships with countries in East Africa to open ne\
markets and Port development. Oman and Tanzania are seeking new partnerships. In February 2
Tanzania'Zanzibarandthe Omaninvestmen®uthority signedmemorandunof understandingimedat
implementinga masterport developmentThe agreemeninvolved thedevelopmenbtf majorportsin the
coastal areas of Mangapwani and Bumbwini in the Zanzibar archipelago. For Oman, Tanzania is
potential strategic gateway to many countries on the continent.
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Egypt has a longtanding relationship with GC@nd the Gulf nationarethe primary source of foreign
direct investments for Egypt; the foreign direct investments that are critical to the growth and prosperi
of Egypt providing essential foreign currency inflows. Gulf Cooperation Council has poured tens
billions of dollarsin grants, Central bank deposits, and investments to help Egypt overcome econom
challenges over the years. Conversely Egypt is equally of strategic importance to the GCC, controlling 1
strategically vital Suez Canal. It is a 193 kilometer maade watrway that connect the The
Mediterranean Sea to the Red Sea. It serves as a vital maritime route betvaesmd Europe. The Red
Sea is of strategic importance to the Gulf countries such as Saudi Arabia, Kuwait, Qatar and UAE a:
serves as the maritime gateway for energy export&umpe and North America, to Asia and Europe
facilitating themovement®f goodsthroughmajorshippinglaneslike SuezCanal, Babel MandebStrait.

It has choke points like Strait of el Mandeb through which a large portitive aforld trade flows. Over

the centuries, it has contributed to shaping the geo political dynamics in the Middle East. It's strate
importanceesonatesshapingheeconomiclimateof thepresentEgyptis importantin ensuringsecurity

of thosestrategiovaterway. It's ownershipof the SinaiPeninsulagivesit controloverthe Easterrsideof

the Red Sea, because of this, it's ability as a poweilin&nsuring stability in times of regional turmoil

is enhanced. Another landform in Egypt that is strategic importance is Sinai Peninsula; 61,000 squis
kilometerregionlocated inthe easternmogprovinceof Egypt. It isborderedby globalshippingarteryof

the Suez Canal and Gulf of Suez to the west, the Mediterranean Sea to the north, and the Red Sea t
south. It acts as a crucial land bridge between Africa and parts of Middle East and it's a transit zone
regionalcommerceandtourism.lt is thesestrategidocationof Egyptthathasdeterminedt's engagements

with thecountriesn the Gulf for centuriesandbecausef these Egyptis viewedasasecuritycornerstone

for the Gulf.

Horn of Africa region: Somalia, Djibouti, Eritrea, Ethiopia is a region rich in critical minerals like gold,
oil, andvast arabldéand. Becausef its strategidocation:locatedbetweerBab El MandebStrait andhe

Red Sea, it is an important transit point for commeranritime vessels connecting three continents:
Asia, EuropeandAfrican marketsAccordingto the InternationalMonetary fundapproximatelyl5% Of

global trade passes through these channels. It's geostrategic importance enables the GCC @ountri
continue to show investment interests. In the HorAfdta , the countries rely on the remittances from
the citizens working in the Gulf states in boostering it's foreign exchange inflow, thereby contributing t
thealleviationof poverty andsociceconomicchallengesTotal valueof tradebetweersomecountriesin
theHorn ofAfrica and SaudArabia between 2012021 are as follows: Ethiopia; $1,371,497.24, Sudan
$5,759,145.2550malia$585,404.92SouthSudan$7,192.13Eritrea; $24,786.61.

The value of trade between UAE and countries in the Horn of Africa betweer2RQ17s as follows:
Djibouti; $4,052,361.81, Eritrea; $1,308,260.43, Ethiopia; $4,744,679.10, Somalia; $6,397,363,6!
Sudan; $15,001,068.1, South Sudan; $1,149,511.35 (Sowumid Bank Country Profiles,
https://wts.worldbank.org/.

Becaus®f its strategidocationasamaritimegatewayDjibouti maintainsastrongandmutuallybeneficial
relationship with the GCC countries. Saiédabia is developing energy infrastructureDjibouti. It is
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developinga$12.7billion DamerjoginternationarefineryandSaudiLogisticsCity to boostandenhance

the regionaltrade. Total trade flow betweenSaudiArabia and Djibouti between2017 to 2021 are
$2,494,700.54Vith almost$14billion in investmentsrom Gulf statesandit's companiesDjibouti with

a population of 1.1 million is the beneficiary of the highest level of per capital investment in the Horn ¢
Africa and the East Africa.

In the Afrximbank Researcheporttitled (RisingGulf Investmenin Africa- Unlocking Opportunitiesand
NavigatingChallengesreleasedn 2014, Gulf exportsto Africa climbedfrom $30billion in 2016to $51
billion in 2023.ProminentAfrican tradingpartnerdor the Gulf CooperatiorCouncilareNigeria, Kenya,
Morocco, Sudan and Eritrea.

On remitances téfrica, the Middle East, particularly the Gulf played an important role, contributing 27
percenbf thetotal remittancelow to Africa in 2022.Egyptwastheleadingrecipientfollowed by Nigeria
significantly boosting foreign reserves.

In thesubSaharam\frica, Nigeriais boostingits relationshipwith Gulf CooperatiorCouncil. Trade with

UAE exceeded $3 billion in 2022. Saudi Arabia and Qatar maintains robust trading relationship wit
Nigeria.Nigeriawith thelargestpopulationin Africa offersgreatopportunitiefor GCCdiverseeconomic
interests in Africa, and it's foreign policy is increasingly focussed on pragmatic diplomacy particularl
with the Gulf states to enhance economic growth. In March 2026, Nigeria UAE signed a $200 million pa
to develop defence technology, cybapabilities, and satellite infrastructure. One of the cardinal objective
is to position Nigeria as a regional technology hub. Following high level contacts, thensHgiibetween
Qatar and Nigeria is improving. Qatar is exploring business and investment opportunities in Nigerie
agriculture.

Nigeria has a long standing relationship with Saudi Arabia reflecting centuries old econonsiaczadd
cultural ties. In the past decade, the focus has been on industrial development, renewable energy, ¢
infrastructurenvestmentsaimedatdriving economigyrowth,job creationandpovertyreductionln 2019,
Nigeria exported $22.4 million worth of goods to Safydibia with charcoal as the chunk of the export.

In the same year, Saudi Arabia exported $334 million of goods to Nigeria.

CONCLUSION

The historic relationship between Africa and Gulf states bears a fundamental stamp of a consist
engagement at different levels. While African countries are beneficiaries of some of the largest capi
inflows; overthelastdecadeGCC countrieshavecollectivelyinvestedover$100billion in Africa. Saudi
Arabia and Qatar have invested $25.6 and $7.2 billion respectively. Yet the geostrategic calculations
the GCC countries motivating these cannot be ignored. Leveraging on Africa countries location
geographyits resources viavis theMiddle East forlong termeconomicandpolitical benefits, are huge

and monumental. This can only be a welcome development for many of the African cowadribsy
navigatehecurvebetweemultidimensionapovertyandassymetri@conomigrospectsCombinedwith
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this is the growing human capital exchange between the two regions. Remitances inflow from GC
countriego Africa is growing,with over$28billion flowing to SubSaharamfrica in 2023.Theyformed

parts of the critical intervention fund covering food, education and provision of health services in mar
communities across Africa.
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Abstract

This study examines the impact of fintech (digital) lending on the performance of Small and Mediur
EnterprisegSMESs)in Nigeria,focusingon revenueggrowth,employmentandfirm survival. Despitetheir
importanceo economiadevelopmentSMEsfacepersistenfinancingconstraintglueto stringentending
conditions in traditional banking. Fintech platforms have emerged as alternative credit sources, k
empirical evidence on their causal effects remains limited. Using panel data froinl2@P35the study
appliesFixed Effects,RandomEffects, Differencein-DifferencegDiD), andlogit modelsto estimatehe
impact of fintech lending. The results show that access to digital credit significantly improves SME

performance. Fintech |l ending increases revenu
by 7.2% (b = 0.072, p m survial, @asing. the likelihoad o survivalnbly a r
approximately70%( b = p<.0.813.BheDiD results confirm a&ausalkffect,indicatingthat fintech

borrowersoutperformnon-borrowerdy 13.8%( B 0.138,p<0.01)afteradoption However thefindings
reveal that the benefits of fintech lending are conditional. The negative effect of leverage suggests t
excessive borrowing may weaken firm performance and reduce survival prospects. Overall, the stu
concludes that fintech lending is a significdnitver of SME growth and resilience, but its effectiveness
depends on responsible usage. The study contributes to the literature by providing causal evidence
offers policy insights for enhancing sustainable digital finance.

Keywords Fintechlending; SME performanceDigital credit; Financialinclusion;Firm survival

1. Introduction

Access tdinancehaslongbeenrecognised aa critical determinanbf firm performanceparticularlyfor
SmallandMediumEnterprise¢SMES)in developingeconomiesln countriessuchasNigeria, SMEsplay

a pivotal role in employment generation, innovation, and economic diversification. Despite thei
importance, these enterprises continue to face persistent constraints in accessing formal credit, wr
significantly limits their growth potential andrig-term sustainability.

Traditional financial institutions, regulated by the Central Bank of Nigeria, typically impose stringent
lending conditions, including collateral requirements, high interest rates, and extensive documentati
processes. These requirements disproportionaggkclude SMEs particularly micro and informal
enterprises that often lack formal financial records or sufficient assets from accessing cred
Consequently,many SMEs rely on informal financing sources,which are frequently inadequate,
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unreliable, and costlylhis structural financing gap has been widely documessesl majormpediment
to SME development (Beck, Demirggint, & Maksimovic, 2005).

The rapid advancement of financial technology (fintech) has introduced new pathways for addressi
theseconstraintsDigital credit,deliveredthroughmobile applicationspnline platforms,andalgorithmic
credit scoring systems, has emerged as a transformative tool for expanding financial access. Fint
lendingplatformssuchasCarbon FairMoney,andBranchinternationaleveragealternativedatasources
including transaction histories and mobile usage patterns to assess borrower creditworthinesg Redut
information asymmetry and transaction costs, these platforms enable faster, more accessible, and o
collateralfree credit delivery (Claessens, Frost, Turner, & Zhu, 2018).

The emergence of digital credit aligns with broader financial inclusion initiatives promoted by
organisationsuchasEnhancingrinanciallnnovation& Accesswhich aimto expandaccesgo financial
servicesacrosaunderservegopulationsFromatheoreticaperspectiveimprovedaccesgo creditshould
facilitate firm growth by enabling investment in productive activities, smoothing cash flow, supporting
business expansion, and enhancing operational efficiency. Empirical evidence supports this vie
indicating that financial access is positivesaciated with firm performance outcomes such as revenue
growth and employment generation (Ayyagari, Demirfigt, & Maksimovic, 2011). Furthermore,
accesdo financecanstrengtheriirm resilience reducingthelikelihood of businesgailure andimproving
long-term survival prospects.

However, the impact of digital credit on SME performance is not unequivocally positive. While fintect
lending expands access to finance, it also introduces new risks, including high interest rates, sh
repayment cycles, and the potential for emelebteliness. In contexts characterised by limited financial
literacy,easyaccesgo creditmayleadto suboptimaborrowingdecisionstherebyunderminingousiness
sustainability (Frost et al., 2019). These concerns raise important questions about whether digital cre
servesasa catalystfor sustainabléSME growthor merelyprovidesshorttermliquidity velief. Despltethe
rapidexpansiorof digital financialservicesn Nigeria, emplrlcalewdenceonthecausaimpactof fintech
lending on SME performance remains limited. Existing studies tend to focus primarily on access at
adoption rather than measurable outcomes such as revenue growth, employnratibgeaed firm
survival. Moreover, many analyses rely on cfssstional data, which constrains the ability to establish
causality and limits the robustness of poliejevant conclusions.

This studyaddressethesegapsby examiningwhetheraccesso digital creditimprovesSME performance

in Nigeria, with a focus on three key outcomes: revenue growth, employment generation, and fir
longevity (survival). Employing panel data and rigorous econometric techniques, the study seeks
provide robust causal evidence on the role déth lending in SME development.

Understanding this relationship is critical for multiple stakeholders because it provides insights into tf
design of regulatory frameworks that balance financial innovation with consumer protection, highlight
the conditions under which digital credit cdeliver sustainable value, and offers SMEs a clearer
understanding of the potential benefits and risks associated with digital borrowing.
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1.2 Statementof the Problem

SMEs inNigeriacontinueto facebinding financing constraints despttes expansion oformal financial
services. Conventional banking, regulated by the Central Bank of Nigeria, has not sufficiently met SM
creditneedgdueto persistenstructuralbarriers,jncludinginformationasymmetryhigh transactiorcosts,
andinstitutionalrisk aversionAs aresult,manySMEsremain crediconstrainedlimiting their ability to
invest,expand andcompeteeffectively.While fintechlendingplatformshaveemergedo bridgethis gap

by offering faster and more accessible credit, it remains unclear whether such access translates
sustained improvements in firm performance or merely alleviatestenortiquidity pressures.

More specifically, there is limited understanding of how fintech lending affects key dimensions of SME
performance namely revenue growth, employment generation, and firm survival. Although digital cred
can ease working capital constraints, its typicatidees such as high interest rates and short repayment
cycles may restrict productive investment and labour expansion. Consequently, access to fintech lo
may not necessarily result in logrm growth or job creation. Furthermore, while improved act®ess
financeis theoretically associated with enhanced business resilience, the ossr-ofdebtedness raises
concerns that digital borrowing could, in some cases, increase the likelihood of firm distress or exit.

Empirically, the problem iscompoundedby the lack of rigorous evidencen thecausaimpactof fintech
lending on SME outcomes in Nigeria. Existing studies are generally limited in scope, often relying o
crosssectionadatathatfail to accountor selectiorbiasandunobservedheterogeneityThis weakenghe
reliability of conclusions and constrains evidef@sed policymakingAgainst this backdrop, this study
examines SMEs in Nigeria over the period 204®5 a decade marked by rapid expansion in digital
lending and focuses explicitly on three performance indicators: revenue growth, employment, and fir
survival, with the aim Pbproviding robust, policyrelevant empirical evidence.

1.3 ResearchObjectives

Themainobjectiveof this studyis to examinetheimpactof fintechlendingonthegrowthandsurvival of
SMEs in Nigeria while the specific objectives are to:

1. Determingheeffectof fintechlendingon SME revenueggrowth

2. Assesgsheimpactof fintechlendingon employmengeneration

3. Examinetheeffectof fintechlendingon SME survival

4. Compareheperformancef SMEswith andwithoutaccesgo digital credit.

1.4 ResearchQuestions

Thestudy seek$o answertthefollowing questions:

1. Doesaccesso digital creditimproveSME revenuen Nigeria?

2. Whatis theeffectof fintechlendingon employmenin SMEs?

3. DoesfintechlendingenhancesME survival?

4. Aretheredifferencesn performancdetween finteclborrowersandnon-borrowers?
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1.5 ResearchHypotheses
Thestudy testshefollowing hypotheses:

H Fintechlendingdoesnot significantlyimproveSME revenue

H Fintechlendinghasno significanteffecton SME employment

H Fintechlendinghasno significant enhancemenn SME survival

H Thereis no significant differencein performancebetweenfintech borrowersand non
borrowers.

1
1
1
1

2. Literature Review
2.1 ConceptuaReview

Fintechlendingrefersto the provisionof creditthroughdigital platformsthatutilise technologiesuchas
artificial intelligence, big data analytics, and mobile applications to assess creditworthiness and disbul
loansefficiently. Recent studies shotlatfintech hastransformedraditionalcredit markets byeducing
transactiorcostsandimprovingaccesgo financefor underservedirms (Sanga& Aziakpono,2023).This

is particularly relevant for SMEs that are often excluded from conventional banking systems.

SME performance is conceptualised as a multidimensional construct comprising revenue growt
empl oyment generation, and firm survival. Rev
generate income, employment captures its contribution to gdiign, and survival indicates lotgrm
sustainability Empiricalevidencesuggestshatdigital financialinclusion,driven by fintechinnovations,
enhances firm productivity, growth, and resilience by improving access to credit and financial service
(Disse, 2020; International Monetary Fund [IMF], 2020).

The conceptual framework posits that fintech lending serves as the primary independent varial
influencingSME performanceutcomesAccessto digital creditis expectedo easdinancial constraints,
improve liquidity, and enable firms to invest in productive activities. However, the relationship is
influenced by firmspecific characteristics such as size, age, leverage, and digital capability, whicl
determine how effectively credit is lisied. Furthermore, while fintech lending improves access, recent
studies caution that high borrowing costs and short repayment cycles may expose SMEs to ov
indebtedness, potentially weakening laegm performance (Capasso, 2023).

2.2 Financiallntermediation'CreditConstraintsTheories

FinanciallntermediationTheoryexplainstherole of financialinstitutionsin facilitating theflow of funds

from savers to borrowers while reducing information asymmetry, transaction costs, and risk. Tradition
financial institutions, such as those regulated by the Central Bank of Nigeria, often face challenges
lending to SMEs due to inadequate finahcecords, lack of collateral, and high monitoring costs. As a
result,manySMEsremainfinancially constrainedrintechlendingplatformsaddresshesdimitationsby
leveraging digital technologies, big data, and algorithmic credit scoring to assessdvatisk more
efficiently. This reduces information asymmetry and enhances credit accessibility. In the context of this

21



study, Financial Intermediation Theory provides a strong foundation for understanding how fintec
lendingimprovesSME accesgo finance,therebyinfluencingrevenueggrowth,employmentandsurvival
outcomes.

Another theory is the Credit Constraint Theory which posits that firms are unable to achieve optim
investmentevelsdueto limited access$o externaffinance SMEsin developingeconomiesuchasNigeria

are particularly affected by these constraints, which arise from high collateral requirements, informatic
asymmetryandrisk-aversdendingpracticesFintechlendingreducesheseconstraintdy offering faster,

more flexible, and often collaterfiee credit solutions. By easing financing barriers, fintech enables
SMEsto investin productiveassetsexpandperationsandmanageashflow moreeffectively.However,

the theory also suggests that excessive borrowing may lead to financial distress. Thus, this study apr
Credit ConstrainTheory to examine whethéintech lending alleviates financing limitations sufficiently

to improve SME performance or whether it introduces new risks that rfsst tifese benefits.

2.3EmpiricalReviewandGaps

Empirical studies have consistently shown that access to finance plays a crucial role in enhancing Sl
performanceBecketal. (2005)find thatfinancial constraintsignificantlylimit firm growth,particularly

for smaller firms, whiléAyyagari et al. (2011) demonstrate that improved access to finance is associate
with higher revenugrowth and employment generatidrnese findings providafoundational basis for
understanding how fintech lending, as an alternative source of finance, can influence SME performar
outcomes.

Recent empirical evidence highlights the growing importance of fintech in improving SME financial
performanceClaessenstal. (2018)showthatfintechcreditmarketsexpandaccesso financeby reducing
transaction costs and information asymmetry. Similarly, Frost et al. (2019) argue that digital lendir
platforms enhance financial intermediation by using alternative data sources to assess creditworthiness
the Nigerian context,studieshavefound that fintech adoptionsignificantlyimprovesSME revenwe and
operational efficiency, supporting the argument that digital credit contributes to business growth.

Further empirical studies indicate that fintech lending positively influences firm performance througl
improved liquidity and investment capacity. Evidence from developing economies suggests that SMI
with access to digital credit experience higher satewsip and profitability compared to those without
such access. These findings align with the theoretical expectation that easing credit constraints enal
firms to invest in productive activities and expand their operations.

With respect to employment, empirical findings are generally positive but less pronounced. Ayyagari
al. (2011) show that access to finance contributes to job creation, although the magnitude of the eff
varies across firms. Studies on fintech adoptsoiggest that while digital credit supports business
expansion, SMEs may prioritise shtetm operational needs over workforce expansion, resulting in
modest employment effects.

Empirical literature also provides robust evidence linking access to finance with firm survival. Studie
indicate thafiinancially constrainedirms aremorelikely to exit the market,while improvedaccesgo
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credit enhances business resilience and reduces the probability of failure. Fintech lending, by providi
timely access to funds, enables SMEs to manage cash flow shocks and sustain operations, thel
improving survival outcomes (Sanga & Aziakpono, 2023).

However, some studies caution that fintech lending may introduce risks that could undermine firi
performance. Frost et al. (2019) highlight concerns regarding high interest rates and short repaym
periods associated with digital loans. These factors lewy to ovetiindebtedness, particularly among
firms with limited financial literacy, thereby negatively affecting ldegn sustainability.

According to Disse (2020), evidence suggests that the benefits of fintech lending are not uniforml
distributed across firms. Larger and mdigitally capabléeSMEs aremorelikely to access fintech credit

and utilise it effectively, while smaller or less technologically advanced firms may face challenges i
adoption. This heterogeneity implies that the impact of fintech lending may vary depending on firr
characteristics.

Despite the growing body of literature on fintech and SME performance, several important gaps rema
First, many existing studies rely on cressctional data, limiting their ability to establish causal
relationships. Second, there is limited empiricaldemce that simultaneously examines multiple
dimensions of SME performance namely revenue growth, employment, and survival within a unifie
framework. Third, few studies focus specifically on the Nigerian context using rigorous econometri
techniques suchs panel data analysis and Differeimtd®ifferences estimation. This study addresses
thesegapsby employingpaneldataovertheperiod2015 2025andapplyingrobusteconometrianethods

to provide causal evidence on the impact of fintech lending on SME performance in Nigeria.

3. Methodology
3.1ResearchDesign

Thisstudyadoptsaquantitativeguastexperimentatesearcliesignto examingheimpactof digital credit

on SME growth and survival in Nigeria. Specifically, it employs a panel data approach combined with
Differencein-Differences (DiD) framework to establish causal relationships between fintech lending
access and firAdevel outcomes.

Thedesigncompares:
1 Treatmengroup:SMEsthataccessedigital (fintech)credit.
1 Controlgroup:SMEsthatdid notaccesgligital credit.
1 TimedimensionPre andpostaccesgeriods.

This structureallowsthe studyto isolatethe effect offintechlendingwhile controlling for time-invariant
firm characteristics.
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3.2Data Sources
Thestudy utilizessecondarpanel datalrawnfrom:

NationalBureauof Statisticsi MSME surveydatasets.
Enhancind-inanciallnnovation& AccesgEFInA) 1 financialaccesslata.
CentralBankof Nigeriai macrafinancialindicators.

World BankEnterpriseSurveygNigeriapaneldata).

=A =4 =4 =4

3.3Model Specification(Expanded)
GeneraBaselineModel
Thebaselingpanelregression model specifiedas:

Yit=U+b1FI NTECHi t + b 2 Xalpha++¢\beta al ttextFINTECH}{ {it} t 4 \beta_2
\mathbf{X} {it} +\mu_i+\lambda t+\v ar epsi |l on_{it}Yit=U+b1FI NTEC

Where:
1 Yity _{it}Yit = SME performanceutcomefor firm iii attimettt
7 FINTECHit\text{FINTECH}_{it}FINTECHIit = accesso digital credit
1 Xit\mathbf{X} {it}Xit = vectorof controlvariables
1 €\mu _ Fenbbservedirm-specificeffects
T o\t a mb d=atime effects

1 UWwtar epsi I=emortgfm t } Ui t

3.3.1.RevenueGrowth Model (Fixed Effects/ OLS)

REVGRi t =U0+b1FI NTECHit +b2SI| ZEit +b3AGEREVGR 4L EVI
it} =\alpha_ Ot \beta_1\text{FINTECH} {it} + \beta_ 2Atext{SIZE} {it} + \beta 3text{AGE} {it} +
\beta_4 \text{LEV} {it} + \beta 5 \text{DIGITAL} {it} + \mui + \lambda t +
WwWarepsilon_ {it}REVGRi t=U0O+b1FI NTECHiIi t+b2SI| ZEi't

Where:
17 REVGRIittext{REVGR} {it}REVGRIt =revenugyrowth (log differenceof revenue)
1 SIZEit\text{SIZE} {it}SIZEit =firm size
1 AGEit\text{AGE} {it}AGEit =firm age
1 LEVit\text{LEV} {it}LEVit = leverage
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1 DIGITALIt \text{DIGITAL} {it}DIGITALit =digitaladoption
Expectedsignb 1 ¥t a_1 > 0b1>0

3.3.2.Employment Model (Fixed Effects/ OLS)

EMPi t =U0+b1FI NTECHi t +b2SI ZEi t +b 3 AGEK{EMPIOigLEVI t 4
\alpha_0+ \beta_1\text{FINTECH} {it} + \beta 2\text{SIZE} {it} + \beta 3\text{AGE} {it} +
\beta_4A\text{LEV} {it} + \beta S\text{DIGITAL} {it} + \mu_i+ \lambda_t+\varepsilon_{it}EMPit
=U0+b1FI NTECHi t +b2SI| ZEi t +b3AGEi t+b4LEVit+b5DI C

Where:
1 EMPit\text{EMP}_{it}EMPIit =log of numberfemployees.
Expectedsignb 1 0t a_1 > 0b1>0

3.3.3.Firm Survival Model (Logit / Probit)
Theprobabilityof firm survivalis specifiedas:

P(SURVit=1)=F(UO+b1FI NTECHi t +b2SI| ZEitexf{SWRVAGE i t +
t} = 1) = F \left( \alpha_0+ \beta 1\text{FINTECH} {it} + \beta 2\text{SIZE} {it} + \beta 3
\text{AGE} {it} +\beta Atext{LEV} {it} +\beta Btext{DIGITAL} {it} +\lambda_tright)P(SURVit
=1)=F(UO+bH1FINTECHi t +bh2SI ZEit +b3AGEi t +b4LEVit A

Forthelogit model:

I n (P(SURViIit=1)1TP(SURVit=1))=00+b1FI NTECHIi t +F
t +\bilaft( \frac{P(text{SURV} {it}=1){1 - P(text{SURV} {it}=1)} \right) = \alpha_0+ \beta_1
\text{FINTECH} {it} +\beta 2Atext{SIZE} {it} +\beta 3text{AGE} {it} +\beta Atext{LEV} {it}

+\beta_ Stext{DIGITAL} {it} +\lambda t*\var epsi l on_{ it} I n( 17T P(SURV]
FI NTECHiIi t+b2SI ZEit +b3AGEit+b4LEVIt+b5DI GI TALIt

Where:

1 SURVititext{SURV} {it}SURVit =1 if firm survives0 otherwise.

1 F@{)F(cdot)Ff) = logistic (logit) or normal(probit) distributionfunction.
Expected sign:

b 1 > O<Qiboverindebtednesdominatespeta_1> 0\quad(\text{or } <0 \text{ if overindebtedness
domi nat es} ) b Linrdébtedness dofinatet). ov er
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3.3.4.Difference-in-Differences(DiD) Model
To estimatehe causalkeffectof fintechadoption:

Yit=U0+b1BORROWERi +b2POSTt +b3( BORROWERIi I POSTt)
| TALi t +¢ i + &\alphl iot\béta {l\iext{BORROWER]} i+ \beta_2Atext{POST} t+\beta_3
(\text{BORROWER} _i\times\text{POST} t) +\beta Atext{SIZE} {it} + \beta Btext{AGE} {it} +
\beta_6\text{LEV} {it} +\beta Atext{DIGITAL} {it}+ \mu_i+\lambda tAv ar epsi | on _{ i
+hb1BORROWERiIi +b2POSTt +b3( BORROWERI I POSTt ) +b4S1 z
+ei +at +0it

Where:
7 BORROWERitext{BORROWER} IBORROWERF 1if SME usedintechcredit, Ootherwise.
1 POSTitext{POST} tPOSTt 1 for postadoptionperiod(e.g.,2024 2025),0 otherwise.

17 BORROWERIXxPOSTtext{BORROWER} i \times \text{POST} tBORROWERIXPOSTt
interaction term (treatment effect).

Key parameter

b 3 = ¢ ampacwofifintechlendingbeta. 3 = \text{causal impact of fintech | endi ng}
=causal impact of fintech lending.

Expected sign: b 3 ¥o&a 3>0b6 3 >0
3.3.5.ExtendedModel (Robustnesswith LaggedFintech)
Toaddresgndogeneity:

Yi t=U0+b1FI NTECHi t 1 1+ Rlphat0+ dbeta & \text{BINTECH]} {{it-1} }+
\beta_2Amathbf{X} {it} +\mu_i+\lambda_ t+\var epsi |l on_{it}Yit=U0+b1FI
+0i t

Thisensureshatfintechaccesprecedeperformanceutcomes.

4. DATAANALYSIS AND INTERPRETATION
4.1 Introduction

This chapter presents the empirical analysis of the impact of digital (fintech) credit on SME growth ar
survival in Nigeria. The analysis is based on panel data and employs Diffanebifferences (DiD),

fixed effects, and survival models. The key outeovariables examined include revenue growth,
employment, and firm survival.
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4.2 Descriptive Statistics

Table 4.1: Summary Statistics

Variable Mean | Std. Dev. | Minimum | Maximum

Revenuglog) 14251 1.12 11.02 17.89

Employment 12.60 | 8.40 1 75

FintechAccess | 0.38 | 0.49 0 1

Firm Age (years)| 6.80 | 4.10 1 25
Sour ce: cémputdicousisgdgiews

Theresultsindicatethatapproximately38%of SMEsin thesamplehaveaccesso fintechcredit. The
average firm employs about 13 workers, reflecting the ssealle nature of SMEs in Nigeria. The
variation in firm size and age suggests heterogeneity suitable for panel analysis.

Table 4.2: Pairwise Correlation

Variable REVGR LEMP FINTECH LSIZE

REVGR 1.00

LEMP 0.42 1.00

FINTECH 0.31 0.28 1.00

LSIZE 0.47 0.63 0.35 1.00
Sour c e : coAputatiomsingEBviews

Table 4.2 presents the pairwise correlation coefficients among the key variables used in the analysis
SMEsin Nigeria. Thepurposeof thistableis to examinethe strength andlirectionof linearrelationships
between variables and to check for potential multicollinearity issues prior to regression estimation.

Theresultsshowthatrevenueggrowth(REVGRY)is positivelycorrelatedvith employmen{LEMP) (0.42),
indicating that firms experiencing higher revenue growth tend to empdog workersThis aligns with
economic expectations, as expanding firms typically require additional labour. Similarly, REVGR i
positively associatedith fintech access (FINTECHDP.31),suggesting that SMEsith access to digital
credit are more likely to experience improved revenue performance. The positive correlation betwe
REVGR and firm size (LSIZE) (0.47) further implies that larger firms tend to achieve higher revenue
growth, likely due to better access to resources and markets.

Thecorrelationbetweeremploymen{LEMP) andfirm size(LSIZE) is relativelystrong(0.63),whichis
expected since larger firms generally employ more workers. The positive relationship between LEMP
and FINTECH (0.28) suggests that access to fintech credit may support employment expansion,

27



although the relationship is moderate. The correlation between FINTECH and LSIZE (0.35) indicates
thatlargerfirms aresomewhamorelikely to accesgligital credit,possiblydueto betterdigital adoption
or financial awareness.

Importantly, none of the correlation coefficients exceed the commonly accepted threshold of 0.8
indicatingtheabsencef severemulticollinearityamongthe explanatoryariablesThis suggestshatthe
independent variables can be included simultaneously in the regression models without distortil
coefficient estimates. Overall, the correlation results provide preliminary evidence consistent with tr
studyds hypot heses, qgmabtonbetween fintechllepding dné SME pesforrhance,e
while confirming that the dataset is suitable for further econometric analysis.

4.3RegressiorResults
4.3.1 RevenueModel (Fixed Effects)

Table4.3: Impactof FintechLendingon RevenueGrowth

Variable Coefficient Std. Error t-Statistic Prob.
FINTECH 0.124 0.041 3.02 0.003
LSIZE 0.086 0.019 4.52 0.000
AGE 0.012 0.005 2.40 0.017
LEV -0.091 0.038 -2.39 0.018
DIGITAL 0.067 0.028 2.39 0.018
C -0.215 0.102 -2.10 0.036

Sour c e: coAputatiomsingBviews

Table 4.3 reports the results of the fixed effects estimation examining the impact of fintech lending c
SME revenue growth in Nigeria. The fixed effects specification controls for unobservednyemiant
firm characteristics, allowing the estimatecépture withiafirm changes over time.

The coefficient on FINTECH (0.124) is positive and statistically significant at the 1% level (p = 0.003)
Thisindicatesthat access tdigital creditis associatedvith a12.4%increasean revenue growth, holding
otherfactorsconstantTheresultprovidesstrongempiricalsupportfor thehypothesighatfintechlending
relaxesfinancingconstraintandenablesSMEsto expandheir businessactivities.It suggestshatdigital

credit plays a meaningful role in enhancing firm performance beyondtshariiquidity support.

Amongthe controlvariablesfirm size(LSIZE) hasa positiveandhighly significantcoefficient(0.086,p

< 0.01), implying that larger firms tend to experience higher revenue growth, likely due to economies «
scale and better market access. Firm age (AGE) is also positive and statistically significant (0.012,
0.05), suggesting that more established fibmsefit from accumulated experience, customer networks,
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andoperationaktability. In contrastJeveraggLEV) hasanegative andgignificantcoefficient(-0.091,p

< 0.05), indicating that higher debt levels may constrain revenue growth, possibly due to repayme
burdens or inefficient debt use. The variable DIGITAL adoption (DIGITAL) is positive and significant
(0.067, p < 0.05), reinforcing the importance of digitgpabilities in improving firm performance.

The model demonstrates good explanatory power, with an R? of 0.62, meaning that approximately 6:
of the variation in SME revenue growth is explained by the included variables. The overall model |
statistically significant (Fstatistic = 18.45, p < 0.01gpnfirming the joint relevance of the regressors.

Overall,thefindingsindicatethatfintechlendinghasa positiveandstatisticallysignificanteffecton SME
revenue growt h, supporting the alternative h
However, the negative effect of leverage suggests that while access to credit is beneficial, excessive
poorly structured borrowing may offset sonfalese gains.

Parallel Trends: Revenue Growth

0.20 4
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4.3.2 Employment Model

Table 4.4: Impact of Fintech Lending on Employment

Variable Coefficient Std. Error t-Statistic Prob.
FINTECH 0.072 0.029 2.48 0.014
LSIZE 0.215 0.022 9.77 0.000
AGE 0.009 0.004 2.25 0.025
LEV -0.054 0.031 -1.74 0.083
DIGITAL 0.081 0.026 3.12 0.002
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Sour c e: coAputativmsingEBviews

Theresultsin Table4.4indicatethatfintechlending(FINTECH) hasapositiveandstatisticallysignificant
effecton employmentwith acoefficientof 0.072 andap-valueof 0.014.Thisimpliesthat, holdingother
factorsconstantaccesgo digital creditincreaseSME employmenby approximately7.2%.Althoughthe
effectis statisticallysignificantatthe5%level, its magnitudes relativelymodestomparedo therevenue
model, suggesting that SMEs are more likely to channel fintech loans into immediate operational nee
rather than substantial workforce expansion. This supports the view that digital credit primarily eas:
shortterm financial constraints, with giaal effects on jolereation.

Regardinghe controlvariablesfirm size(LSIZE) hasa strongpositiveandhighly significantcoefficient

of 0.215 (p = 0.000), indicating that a 1% increase in firm size leads to about a 21.5% increase
employmentmakingit themostinfluential determinantn themodel.Firm age(AGE) is alsopositiveand
significant,with acoefficientof 0.009(p = 0.025),suggestinghatolderfirms tendto expandemployment
more steadily over time. In contrast, leverage (LEV) has a negative coefficiehDb# (p = 0.083),
indicating that higher debt levels may reduce employment, although the effegt igeailly significant
atthe 10%level. Meanwhile digital adoption(DIGITAL) showsa positive andsignificant coefficient of
0.081 (p = 0.002), implying that digitally active firms experience an 8.1% increase in employment. Th
model explains a substantial proportion of variation in employment, with an R? of 0.68, indicating goo
overallfit. Collectively,theseresultssupportH confirmingthatfintechlendingcontributegositivelyto
SME employment, albeit with a moderate effect size.

Employment Growth Over Time

NN N
N Wb

Log Employment

N
™

T T T T T
2016 2018 2020 2022 2024
Year

The steady upward slope reflects gradual employment growth, consistent with the positive but mod
coefficient(0.072).It visually supportgheideathatfintechimpactsemploymentncrementallyratherthan
dramatically.
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4.3.3: Survival Model

Table4.5: FintechLendingandFirm Survival (Logit Model)

Variable Coefficient Std. Error z-Statistic Prob.
FINTECH 0.533 0.187 2.85 0.004
LSIZE 0.721 0.142 5.07 0.000
AGE 0.038 0.011 3.45 0.001
LEV -0.264 0.129 -2.05 0.040
PseuddR? =0.41

Sour c e: coAputatiomsingBviews

The logit results in Table 4.5 indicate that fintech lending (FINTECH) has a positive and statisticall
significant effect on firm survival, with a coefficient of 0.533 andafue of 0.004. This suggests that
access to digital credit increases the Ik@bd that an SME remains in operation over time. Interpreting
thecoefficientinodds er ms, e 0. 5 3 3agplox17. 07e0"e{00. .5533334} that BMEswith mp |
fintechaccesareabout 70%morelikely to survivethanthosewithout suchaccessholding otherfactors
constant. This finding supports the argument that digital credit enhances business resilience by eas
liquidity constraints and helping firms withstand skerim financial shocks.

Among the control variables, firm size (LSIZE) exhibits a strong positive effect (0.721, p = 0.000)
indicating that larger firms have significantly higher survival probabilities; in odds terms,
e0.7214a2. Obep{d®dx 72106e 0. 721 didcre@sé in sumieahaudsnFgm age 1
(AGE) is alsopositiveandsignificant(0.038,p = 0.001),suggestinghatmoreestablishedirms aremore
likely to remainoperationalreflectingaccumulate@xperienceandstability. Conversely|everaggLEV)
has a mgative and significant coefficient)(. 2 6 4 , p = 0.040)-0.264¢ \applox e 1
0.77e10.26440.77, indicating that higher debt
demonstrategoodexplanatorypowerwith aPseuddr?of 0.41,indicatingthatabout41%of thevariation
in firm survival is explained by the included
fintechlendingsignificantlyimprovesSME survival,althoughexcessivelebtmayunderminghisbenefit.
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Marginal Effects of Fintech on Survival
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The marginal effects plot illustrates that fintech access significantly increases the probability of firr
survival,with anonlinearrelationship.The steepupwardslopeconfirmsthatdigital creditenhances firm
resilience, consistent with the | ogit coeffic

4.3.4 Difference-in-Differences Results

Table4.6: Treatmen€&Effect (DiD)

Variable | Coefficient | Std. Error | t-Statistic | Prob.

DID 0.138 0.049 2.82 0.005

Sour c e: coAputatiomsingBviews

Table 4.6 presents the estimated treatment effect of fintech lending using the Difiar&iiterences
(DID) approach for SMEs in Nigeria. The coefficient on ithteraction term DID (0.138) is positive and
statistically significant, with a-$tatistic of 2.82 and a-yalue of 0.005. This indicates that, after the
adoption of fintech lending, SMEs that accessed digital credit experienced an average increa%e of 13.
in performance (e.g., revenue growth) relative to-nomowers, controlling for time eféés and firm
specific characteristics. The statistical significance at the 1% level confirms that this effect is unlikely t
have occurred by chance.

The positive and significant DIiD coefficient implies a causal effect of fintech lending on SME
performance, beyond simple correlation. Specifically, it shows that fintech borrowers outperferm nor
borrowers in the postdoption period, suggesting that dagicredit contributes meaningfully to firm
growth rather than merely reflecting pegisting differences between firms. This result is particularly
important because the DID framework accounts for baseline differences and common trends, there
strengthemg the validity of the findings. Overall, the evidence supports the rejection of the null
hypothesis( H and)confirmsthe alternativehypothesis( H that)ithereis a significant differencein
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performance between fintech borrowers and-bomowers, with borrowers experiencing superior
outcomes following access to digital credit.

Dynamic DiD Effects Over Time
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The dynamic DiD results reveal that the effect of fintech lending increases over time, suggesting tr
SMEs gradually adjust and optimize the use of digital credit. This supports the argument that fintec
lending contributes to sustained growth rather gfartterm gains.

Event Study: Dynamic Impact of Fintech Lending
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Theeventstudyplot confirmsthevalidity of theDiD designaspre-treatmentoefficientsarestatistically
close to zero, supporting the parallel trends assumption-adoption effects increase progressively,

indicating that the impact of fintech lending on SME performance is dynamic and accumulative rathe
than immediate.

4.4 DiagnosticTests

Test Result Conclusion
HausmarTest p <0.05 FixedEffectspreferred
Heteroskedasticity Present Robust SEapplied
SerialCorrelation Mild Corrected
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VIF <5 No multicollinearity

The diagnostic tests provide evidence on the reliability and appropriateness of the econometric mod
used in this study of SMEs in Nigeria.

The Hausman test result (p < 0.05) indicates that the Fixed Effects (FE) model is preferred over t
Random Effects (RE) model. This means that the unobservedbiecific characteristics are correlated
with the explanatory variables, and failing to cohfor them would lead to biased estimates. By using
theFixedEffectsmodel,theanalysisproperlyaccountgor thesefirm-specificdifferencesgnsuringmore
consistent and reliable results.

Thetestfor heteroskedasticitghowsthatit is presentjmplying thatthe varianceof the errortermsis not
constant across observations. If uncorrected, this could lead to biased standard errors and mislea
statisticalsignificance To addresshis, robuststandarderrorswereapplied ,ensuringhattheinference(t-
statistics and {walues) remains validThe serial correlation test indicates mild autocorrelation, meaning
that error terms are slightly correlated over time within firms. This is common in panel data. The isst
wascorrectedypically throughrobustor clusteredstandarderrorssoit doesnot compromisehevalidity

of the results.

Finally, theVariancelnflation Factor(VIF) valuesareall below5, indicatingno seriousmulticollinearity
amongtheexplanatoryariablesThis meanghattheindependentariablesarenotexcessivelyorrelated
with eachother, andheestimated coefficientarestableandinterpretableOverall,thesediagnostiaesults
confirmthatthemodelis well-specified statistically reliableandsuitablefor drawingvalid conclusions.

4.5 Discussionof Findings

The empirical results provide strong and consistent evidence that fintech lending enhances S|
performancen Nigeriaacrossnultiple dimensionsThefixed effectsestimateshowthataccesso digital

credit significantly improves revenue growth, with a coefficient of 0.124 (p = 0.003), implying that
fintech-enabled firms experience approximately 12.4% higher revenue growth relative -teseran
Similarly, fintech lending has a positive effext employment, with a coefficient of 0.072 (p = 0.014),
indicaing a 7.2% increase in employment, albeit with a smaller magnitude compared to revenue effec
The Differencein-Differences (DiD) results further reinforce these findings, showing a treatment effect
of 0.138(p = 0.005),which suggestshatfintechborrowersoutperformnon-borrowersby about13.8%in

the postadoption period. In addition, the logit survival model reveals that fintech access significantly
improves firm survival, with a coefficient of 0.533 (p = 0.004); in odds terms, this translates tc
approximately a 70% increase in the likelihood o sur vi v al (e0. BHRda 1.
1.70)(e0.5334a1.70) . Collectively, these resul
constraints but also supports firm expansion, enhances resilience, and contributes to sustained busi
perfomance.
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However thefindingsalsorevealimportantimitationsandrisksassociatedavith digital creditusageThe
consistently negative coefficient on leverage.q91, p = 0.018 in the revenue moddél;054 in the
employment model; and.264, p = 0.040 in the survival model) highlights that higher debt levels can
undermine firm performance and reduce survivabpbilities. For instance, in the survival model, the
coefficient of-0.264 implies that increased leverage reduces the odds of firm survival by apgisdyi
23% (el 0. 2a028Papnd>xe"q@. 77)(e10.264a0.77). Thi
provides critical access to finance, its benefits are contingent on responsible borrowing and effecti
utilization of funds.Excessiveelianceon debtparticularlygiventhetypically highinterestratesandshort
repayment cycles associated with digital loans may offset the gains from improved access to cret
Thereforefintechlendingfunctionsasa conditionalgrowthcatalystcapableof driving SME performance
when used productively, but potentially detrimental when it leads teingebtedness.

4.6Link to Hypotheses

The empirical results provide clear support for all the stated hypotheses, confirming the positive role
fintech lending in enhancing SME performance in Nigeria.

Hypothesis | Statement Result

H Accesdo digital credithasa positiveandsignificanteffecton SME revenue| Supported

H Fintechlendinghasa positiveandsignificanteffecton SME employment | Supported

H Fintechlendingsignificantly improvesSME survival Supported

H Thereis a significantdifferencein performancéetweenfintech borrowers| Supported

andnon-borrowers

The support for H is evidenced by the positi
on revenue growth (0.124, p = 0.003). Simil ar

on employment (0.072, p = 0.014), althbugt he magni tude i s moderat e.
fintech lending significantly increases the probability of firm survival (0.533, p = 0.004), indicating
enhancedbusinessesilience Finally, H is validatedby the Differencein-Differences estimat.138,p

= 0.005), which shows that fintech borrowers outperform-lmamowers in the postdoption period.
Collectively, these findings demonstrate that fintech lending has a statistically significant an
economically meaningful impact on SME performance.

5. Conclusionand Recommendations
5.1 Conclusion

This study provides robust empirical evidence that fintech lending significantly enhances SMI
performance imNigeria. Theresults showhataccesgo digital credit improvesevenuegrowth (0.124,p
=0.003),moderatelyincreaseemploymen{0.072,p = 0.014),andstrengthenérm survival (0.533,p =
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0.004)equivalento abouta70%increasen survivalodds.TheDifferencein-Differencesestimateg0.138,

p = 0.005) further confirms that fintech borrowers outperform-mamowers after adoption, providing
strongevidenceof acausarelationshipThesefindingsareconsistentvith prior empiricalstudiessuchas

Beck, DemirgueKunt, and Maksimovic (2005) amslyyagari, DemirgieKunt, and Maksimovic (2011),
which document that improved access to finance significantly enhances firm growth and employme
outcomesSimilarly, Claessenstal. (2018)andFrostetal. (2019)highlighttherole of fintechin reducing
information asymmetry and expanding credit access, thereby improving firm performance.

However, the results also reveal that the benefits of fintech lending are conditional. The negati
coefficients on leverage across the models particularly in the survival mod84, p = 0.040) indicate
that excessive borrowing can reduce firm stapilibwering survival odds by approximately 23%. This
alignswith findingsfrom digital financeliterature(e.g.,Frostetal.,2019),which cautionthatwhile fintech

credit expands access, it may also increase the risk ofirmelrtedness, especially aontexts with
limited financial literacy. Therefore, while fintech lending serves as an effective tool for alleviating
financing constraints and promoting SME growth, its leign impact depends on prudent financial
management and responsible lending ficas. Overall, the study reinforces the view that fintech is a
powerful but conditional driver of SME development, capable of delivering substantial benefits whe
appropriately utilized.

5.2Recommendations

The recommendati ons below are aligned with th
generation, firm survival, and borrower nbarrower performance differences and are grounded in the
empirical results.

1. Given the significant positive impact of fintech lending on revenue (0.124, p = 0.003), policymaker
shoulddesignprogrammeshatencourag&MEsto channeligital loansinto productiveinvestmentge.g.,
inventory expansion, equipment, market development) rather than consumption -eersha@rnoothing
alone Agenciesandpartnersof the CentralBank of Nigeriacanlink accesgo fintechcreditwith business
developmenservicesuchascashflow planningandinvestmenguidancdo maximisegrowthoutcomes.

2. Fintechprovidersandregulatorsshouldintroduceemploymenisensitivecreditproducts suchaslower
interest rates or longer tenors for SMEs that demonstrate workforce expansion. This could |
complementedby targetedschemeshatrewardfirms thatconvertcreditaccessnto job creation thereby
strengthening the labour market impact.

3. Thereis aneedfor structuredinancialliteracyprogrammeshatfocuson debtmanagementepayment
planning,andcostof-creditawarenesdnstitutionssuchasEnhancing-inanciallnnovation& Accesscan
expandSME-focusededucationnitiativesto ensureghatborrowerausedigital creditsustainablyandavoid
financial distress.
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4. To mitigate the adverse effects of high interest rates and short repayment cycles, regulators shc
implementclearguidelineson digital lendingpracticesjncludingtransparencyn pricing andfair lending
standardsEncouragindongerrepaymentenorsandflexible repaymenstructurewill helpSMEsconvert
credit access into loagerm growth rather than shedrm liquidity relief.

5. The DiD results (0.138, p = 0.005) show that fintech borrowers outperforrbaroowers, but access
may still be uneven. Policymakers should promote inclusive fintech expansion, particularly fo
underserved and informal SMEs, while ensuring that creditatlon is not skewed only toward already
betterperforming firms. This can be achieved through credit scoring innovations andhdaitag
frameworks that broaden access without increasing systemic risk.
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Abstract

This study examined whether digital technologies enhance management innovation and organisatio
performanceamongSmallandMediumEnterprise4SMES)in Nigeria. Thestudyspecificallyinvestigated
theeffectof digital technologie®nmanagemerinnovation therelationshipbetweerdigital technologies

and organisational performance, and the influence of management innovation on organisatior
performancemongSMEsin Nigeria. Thestudyadoptedadescriptivesurveyresearchidesignandutilized
primary data collected through structured questionnaires administered and retrieved from 328 SN
ownersmanagersandadministrativgpersonnelDatacollectedwereanalyzedisingdescriptivestatistics,
Pearson Product Moment Correlation, Slgjuare ANOVA, and Multiple RegressioAnalysis with the

aid of Statistical Package for Social Sciences (SPSS) version 26. The findings revealed that digi
technologies significantly influence management innovation among SMEs with a regression coefficie
of b =0.692andasignificancevalueof p < 0.05.Thestudyfurtherrevealeda strongpositiverelationship
between digital technologies and organisational performance (r = 0.718, p < 0.05). In additiol
managemerninnovationsignificantlyinfluencedorganisationaperformancavith aregressiorcoefficient

of b=0.667andasignificancevalueof p < 0.05.The ANOVA resultalsoshowedhatdigital technologies

and management innovation jointly have a significant effect on organisational performance (F = 84.3Z
p < 0.05).Thestudyconcludeghatdigital technologiesemaincritical driversof managemerninhnovation

and organisational performance among SMEs in Nigeria. The study recommends that SME owners ¢
managershouldincreasenvestmenin digital technologiesndinnovativemanagemergystemsn order

to improve operational efficiency, competitiveness, and-tengn business sustainability.

Keywords: Digital Technologies, Management Innovation, Organisational Performance, SMEs, Digita
Transformation, Nigeria.

1. Introduction
1.1Background to the Study

Theglobalbusinesgnvironmentasexperiencedaignificanttransformatiordueto therapidadvancement

of digital technologies. Technologies such as artificial intelligence, cloud computing, big data analytic:
e-commerce platforms, enterprise resource planning systems, and digital communication tools &
increasingly redefining organisationaperations and managerial processes across industries. In the
contemporarydigital economy, organisationsare under increasing pressureto adopt innovative

38


mailto:odejimi.deborah@iuokada.edu.ng
mailto:drodejimi@gmail.com

technological solutions in order to remain competitive, improve operational efficiency, and achiev
sustainable growth (Verhoef et al., 2021).

Digital transformation has become an important strategic priority for organisations because it facilitat
automationjmprovescommunicatiorsystemsgnhancesustomerengagemengndstrengthenstrategic
decisionmaking processes. Through the integration of digital technologies into business operation
organisationsireableto redesignworkflows, improveproductivity,reduceoperationatosts,andrespond
more effectively to changing market conditions (Vial, 2019). Consequently, digital technologies ar
increasinglyrecognized asnportantdriversof managemerinnovationand organisationgderformance.

Management innovation refers to the introduction and implementation of new managerial practice
organisational structures, administrative systems, and strategic approaches aimed at improv
organisational effectiveness and competitiveness (BirkinshawmeKHa& Mol, 2008). Unlike
technological innovation, which focuses mainly on products and production systems, manageme
innovation emphasizes improvements in leadership systems, workflow management, communicati
structuresemployeecoordination andstraegicadministrationin recentyears digital technologiesave
played a major role in facilitating management innovation through digital coordination systems, remo
work structures, virtual collaboration platforms, and dhtaen decisioamaking processes.

In Nigeria, SmallandMediumEnterpriseSMESs)constitutea vital sectorof theeconomyandcontribute
significantly to employment generation, poverty reduction, wealth creation, entrepreneurshi
developmentandindustrialgrowth. SMEsaccounfor alargepercentagef businesactivitiesin Nigeria
andserveasimportantdriversof economialevelopmentAccordingto the SmallandMediumEnterprises
DevelopmenAgencyof Nigeria(SMEDAN), SMEscontributesubstantiallfoN i g e GrosaDbraestic
Product (GDP) and provide employment opportunities for millions of Nigerians.

Despite their economic importance, many SMEs in Nigeria continue to face several operational al
managerial challenges that limit their growth and competitiveness. These challenges include pc
infrastructure, limited access to finance, inadequate maiaagapacity, low technological competence,
poor customer management systems, weak innovation practices, and unstable business environmg
Many SMEsstill rely heavilyontraditionalbusinessnethodsandmanualadministrativeprocessesyhich

often reduceefficiency, delay decisiemaking, and limit organisational performance.

The emergence of digital technologies presents significant opportunities for Nigerian SMEs to impro\
management systems and organisational performance. Digital technologies can support SMEs thro
online marketing, electronic payment systems, inventorgnagement, customer relationship
management, digital accounting systems, clbased operations, and virtual communication platforms.
The adoption of these technologies can improve managerial coordination, enhance productivity, expe
market access, andeahgthen organisational competitiveness.

In recent years, the Nigerian government and private sector stakeholders have increasingly promao
digital transformation initiatives aimed at improving entrepreneurship, financial inclusion, and busines
competitiveness. Thexpansionof mobile technology,internetservices fintech platforms,and digital
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paymeniystemdasfurtheracceleratedigital businessctivitiesamongSMEsin Nigeria.However the

level of digital technologyadoptionamongmanySMEsremainsrelatively lowdueto challengesuchas

poor electricity supply, inadequate internet connectivity, high technology costs, low digital literacy
cybersecurity concerns, and resistance to organisational change.

Furthermore, although previous studies have examined digital transformation and organisatior
performance, limited attention has been given to how digital technologies specifically enhanc
management innovation and organisational performance among SNiliggeina. Most existing studies
focusmainlyondevelopeaconomiestherebycreatingacontextuabndempiricalgapwithin theNigerian
business environment.

It is against this background that this study seeks to examine whether digital technologies can enha
management innovation and organisational performance in Small and Medium Enterprises (SMES)
Nigeria. The study aims to provide empirical evidence on the role of digital transformation in improving
managerial practices, operational efficiency, competitiveness, and organisational sustainability amo
Nigerian SMEs.

1.2 Statementof the Problem

Small and Medium Enterprises (SMEs) play a significant role in economic growth, employmen
generation, entrepreneurship development, and poverty reduction in Nigeria. Despite their contributio
to the Nigerian economy, many SMEs continue to experience grganisational performance, low
productivity, weak managerial systems, and limited competitiveness. Many SMEs still rely heavily o
traditional operational methods and manual administrative processes, which often result in inefficienc
poor communicatio, delayed decisiemaking, and low customer satisfaction. In an increasingly digital
andcompetitivebusinesgnvironmenttheinability of SMEsto effectivelyadoptdigital technologiesnay
hinder their growth and lontgrm sustainability.

Digital technologies such as cloud computingoenmerce platforms, enterprise software systems, and
digital communication tools have the potential to improve management innovation and organisation
performance through enhanced operational efficiencgtegfic coordination, and datliven decision
making. However, many SMEs in Nigeria continue to face challenges such as inadequate electric
supply, poor internet connectivity, high technology costs, limited digital literacy, and resistance t
organisatnal change. Furthermore, while previous studies have examined digital transformation ar
organisational performance, limited empirical attention has been given to how digital technologie
specificallyenhancenanagemerninnovationand organisationgderformancemongSMEsin Nigeria. It

is therefore necessary to investigate the extent to which digital technologies influence innovatiy
management practices and organisational outcomes within the Nigerian SME sector.

1.3 Objectivesof the Study

Theaim of this studyis to examinewhetherdigital technologiexanenhancenanagemerinnovationand
organisational performance in Small and Medium Enterprises (SMESs) in Nigeria.
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SpecificObjectives:
1. Toexaminegheeffectof digital technologie®n managemeritnovationin SMEs.

2. Toinvestigateherelationshipbetweerdigital technologiesnd organisationaperformancen
SMEs.

3. Todetermingheinfluenceof managemerntnovationon organisationaperformancen SMEs.
1.4 ResearchQuestions
Theunderlistedquestionswill guidethis study.
1. Howdodigital technologiesaffectmanagemerinnovationin SMEs?
2. Whatrelationshipexistsbetweerdigital technologiesndorganisationaperformancen SMEs?
3. Howdoesmanagemerhnovation influencerganisationaperformancen SMEs?
1.5ResearchHypotheses
Thefollowing Null Hypotheseg¢ H wil) betested.
1. Digital technologiedaveno significanteffecton managemennnovationin SMEs.

2. Thereis nosignificantrelationshipbetweerdigital technologiesandorganisationaperformance
in SMEs.

3. Managemeninnovationhasno significantinfluenceon organisationaperformancen SMEs.
1.6 Significanceof the Study

Thisstudywill besignificantto severaktakeholderscluding SME ownersandmanagerspolicymakers,
governmenagenciestesearchergndscholarsn Nigeria. It will provideSME ownersandmanagersvith
valuable insights into how digital technologies can improve management innovation, operation;
efficiency, productivity, and organisational performance. The findings will help SMEs understand th
importance of digital transformation in achieving comitpeeness, business growth, and letegm
sustainability.

The study will also benefit policymakers and government agencies such as the Small and Medit
Enterprises Development Agency of Nigeria by providing empirical evidence that can guide th
formulation of policies and programmes aimed at promoting digitakfoamation, entrepreneurship
development, and innovation among SMEs in Nigeria.
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2. Literature Review
2.1 ConceptualReview
2.1.1Conceptof Digital Technologies

Digital technologies refer to electronic tools, systems, devices, and technological applications used
processingstoring,transmittingandmanagingnformationdigitally toimproveorganisationabperations

and communication. These technologies include artificial intelligence, cloud computing, mobile
technologies, digital payment systems, enterprise resource planning sysinanerce platforms,
social media applications, and digital communicatetworks (Bharadwaj et al., 2013).

In the modern business environment, digital technologies have become essential tools for organisatic
growth, innovation, and competitiveness. Digital transformation enables organisations to automa
operational processes, improve communication systentsgnce customer engagement, and facilitate
effective decisiormaking (Vial, 2019). Through the integration of digital technologies into business
operations, organisations are able to increase efficiency, reduce operational costs, and improve ser
delivery.

For Small and Medium Enterprises (SMESs) in Nigeria, digital technologies provide opportunities t
overcomeraditionalbusinesdimitations andimproveorganisationaperformanceTechnologiesuchas
mobile banking, online marketing platforms, cleb@sed systems, and digital accounting software can
help SMEs improve operational coordination, customer relations, inventory management, and mark
accessibility (Lui, Ozor, EmmB&bere, UzochukwuEzemonye,& Odejimi (2025).

Despitethe growingimportanceof digital technologiesmanySMEsin Nigeriastill facechallenges such
asinadequaténfrastructureunstableslectricitysupply,poorinternetconnectivity limited digital literacy,
and financial constraints, which hinder effective digital transformation.

2.1.2Conceptof Managementinnovation

Management innovation refers to the introduction and implementation of new managerial practice
administrative processes, organisational structures, and strategic approaches aimed at improv
organisational effectiveness and achieving competitive adyaifBirkinshaw, Hamel, & Mol, 2008).

Management innovation focuses on improving how organisations are managed rather than develop
new products or production systems. It includes innovative leadership approaches, digital coordinati
systems, flexible work arrangements, strategic plannirgghoas, workflow redesign, employee
participation systems, and dateven decisiormaking processes.

According to Hamel (2006), management innovation is a critical determinant of organisational succe
because it enhances adaptability, flexibility, efficiency, and responsiveness in changing busine
environments. Digital technologies significantly coniitdd to management innovation by enabling
organisations to automate managerial functions, improve communication systems, facilitate virtu
collaboration, and strengthen strategic coordination.
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In SMEs, management innovation can improve productivity, employee performance, custome
satisfaction, and operational efficiency. Organisations that adopt innovative management practices .
often better positioned to compete effectively and sustaintienmg business growth.

2.1.3Conceptof Organisational Performance

Organisationaperformanceaefersto theextentto whichanorganisatioreffectivelyachievests goalsand
objectives through efficient utilization of available resources (Richard et al.,, 2009). Organisation:
performance reflects the overall success of an organisation in terms of productivity, profitability
operational efficiency, customer satisfactiomavation capability, and market competitiveness.

Organisationaperformanceanbe measuredisingbothfinancial andhonfinancialindicators.Financial
indicators include profitability, sales growth, revenue generation, and return on investment, while nol
financialindicatorsincludeemployeeproductivity,servicequality, custometoyalty, innovationcapacity,

and organisational effectiveness.

Accordingto Kaplanand Norton (1996)prganisationaperformanceextends beyond financialitcomes

to include internal business processes, customer relations, organisational learning, and innovat
capability.In the contextof SMEsin Nigeria,organisationaperformances influencedby factorssuchas
managerial competence, technological capability, innovation practices, market conditions, and acces:
finance.

Digital technologies have the potential to improve organisational performance through proces
automation, improved communication systems, strategic coordination, online marketing, custom
relationship management, and efficient resource management. SkiEsfféctively integrate digital
technologiegnto theiroperationsaremorelikely to achieveamprovedcompetitivenesandsustainability.

2.1.4Digital Technologiesand Managementinnovation

Digital technologies are increasingly recognized as important drivers of management innovation
organisationsTheintegrationof digital toolsinto organisationaprocessesnabledbusinesse® redesign
workflows, improve communication systems, strengthen coordination, and facilitate strategic decisiol
making (Warner & Wager, 2019).

Technologies such as cloud computing, enterprise software systems, artificial intelligence, and digi
communicatiorplatformssupportinnovativemanagemenpracticedy improving operationaflexibility,
workflow coordinationandorganisationaransparencybDigital transformatioralsoenable®rganisations

to decentralize managerial processes, facilitate remote work systems, and improve knowledge sharing

According to Vial (2019), digital transformation significantly influences organisational structures anc
manageriabystemsy promotingagility, innovation,andstrategicadaptability In NigerianSMEs, digital
technologies can stimulate management innovation through process automation, digital coordinatic
customer relationship management systems, aneddiazn managerial practices.
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However the effectivenes®sf digital technologiesn enhancingnanagemenhnovationoftendepend®n
factors such as organisational readiness, digital competence, leadership support, and infrastruct
availability.

2.1.5Digital Technologiesand Organisational Performance

Digital technologies contribute significantly to organisational performance by improving efficiency,
productivity, communication, and customer engagement. Organisations that effectively adopt digit
technologies are often better positioned to compete yimardic and technologgriven business
environments (Verhoef et al., 2021).

In SMESs, digital technologies support online marketing, digital payment systems, customer relationsh
management, inventory control, and financial managementntinerce platforms and social media
technologies also provide opportunities for businessepand market access and improve revenue
generation.

Empirical evidencesuggestshatdigital transformatiorpositively influencesorganisational productivity,
operational efficiency, innovation capability, and business competitiveness. However, SMEs in Niger
continueto facebarrierssuchaspoorelectricitysupply,inadequaténternetserviceslimited digital skills,

and financial constraints, which affect effective digital technology adoption.

2.1.6Managementinnovation and Organisational Performance

Management innovation plays a critical role in improving organisational performance by promoting
efficiency, adaptability, strategic effectiveness, and organisational learning. Innovative manageme
practiceeenableorganisationso responceffectivelyto environmentathangestechnologicatlisruptions,

and increasing market competition.

Management innovation improves organisational performance through better employee coordinatic
improved workflow systems, effective decisioraking, strategic flexibility, and efficient resource
utilization (Hamel, 2006). Organisations that adopt inneeathanagerial approaches are often more
resilient and competitive than those relying on traditional administrative systems.

For SMEsin Nigeria,managemerihnovationis essentiafor achievingcompetitivenesandsustainability

in rapidly changing business environments. The integration of digital technologies into manageme
systems can further strengthen organisational performance by supporting operational efficienc
innovation capability, and strategic respoBsigss.

2.1.7Conceptual Framework

The study is anchored on the relationship between digital technologies, management innovation, &
organisational performance among SMEs in Nigeria.

I.  IndependenVariable:Digital Technologies(Artificial intelligencecloudcomputinge-
commerce, digital communication systems, enterprise software).
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ii.  MediatingVariable:Managemeninnovation (Innovativemanageriapracticesstrategic
flexibility, digital coordination, datalriven decisioamaking).

iii. Dependent Variable: Organisational PerformafRmductivity, profitability, customer
satisfaction, operational efficiency, market competitiveness).

The framework assumes that digital technologies directly influence management innovation ar
organisational performance, while management innovation also contributes significantly to improve
organisational performance.

2.2Theoretical Review
2.2.1ResourceBasedView (RBV) Theory

The Resourc®ased View (RBV) Theory was developed by Jay Barney in 1991. The theory argues the
organisations achievaompetitive advantagend improved performandbroughthe effectiveutilization

of valuable, rare, inimitable, and ngnbstitutable resources and capabilities. According to the theory,
resources such as technological capability, managerial competence, innovation capacity, organisatic
knowledge, and digital infrastruct are strategic assets that significantly influence organisational
performance and longerm sustainability.

The relevance of the theory to this study lies in its explanation of digital technologies and manageme
innovationasimportantorganisationatesourcegsapableof improvingorganisationaberformancemong
SMEs in Nigeria. Digital technologies such as cloud computirgpnemerce platforms, enterprise
softwaresystemsanddigital communicatiortoolsenhanceperationakfficiency,innovationcapability,

and strategic management. Similarly, management innovation enables SMEs to improve workflo
systemsgecisionmakingprocesses;oordinationandorganisationallexibility. However thetheoryhas
beencriticizedfor payinglimited attentionto externalenvironmentafactorssuchasgovernmenpolicies,
infrastructural challenges, and market conditions that may affect organisational perfamuawadoping
economies.

2.2.2 Dynamic Capability Theory

Dynamic Capability Theory was advanced by David Teece, Pisano, and Shuen in 1997. The thec
emphasizes the ability of organisations to integrate, build, and reconfigure internal and extern
competencies in response to rapidly changing business envirtmm&ecording to the theory,
organisations must continuously adapt, innovate, and develop new capabilities such as organisatic
learning strategidlexibility, digital adaptability andinnovationcapabilityin orderto remaincompetitive

and sustainablin uncertain markets.

The relevance of the theory to this study lies in its explanation that SMEs in Nigeria require dynam
capabilities to effectively respond to technological disruption, changing customer demands, ar
competitive pressures. Digital technologies enhance tbagabilities by improving communication
systems, supporting refiime decisioAamaking, facilitating organisational learning, and enabling
innovative management practices. Consequently, SMEs that effectively adapt their managerial system
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and technological resources are more likely to achieve improved organisational performance a
competitiveadvantageHowever thetheoryhasbeencriticizedfor beingabstracanddifficult to measure
empirically, particularly in developing economies where technological capabilities and organisation:
structures differ significantly.

2.2.3Theoretical Framework of the Study

This study is anchored primarily on the ResotBesed View (RBV) Theory and supported by the
DynamicCapabilityTheory. TheResourceBasedView Theoryis consideredhe mostsuitablebecausedt
explains how digital technologies and management innovation function as strategic organisatior
resources capable of improving organisational performance among SMEs in Nigeria.

The Dynamic Capability Theory complements RBV by emphasizing the need for SMEs to continuous
adapt, innovate, and develop digital capabilities in response to changing technological and marl
conditions. Together, the theories provide a strong thedréigadation for understanding how digital

technologies can enhance management innovation and organisational performance in Nigerian SMEs

2.3Empirical Review

Recent empirical studies have increasingly examined the relationship between digital technologis
managementnovation,andorganisationaperformanceamongSmallandMedium EnterpriseSMES),
particularly in emerging economies such as Nigeria. The reviewed studies indicate that digit:
transformation significantly improves organisational efficiency, innovation capability, competitiveness
and business sustainability.

A study by TaiwoAdesoba, anddedotun (2024) investigated the effect of digital technology adoption
on theperformanceof SMEs in thefood, drink,and beverage industiy OndoState, Nigeria. The study
adopteda surveyresearchiesignandadministeredt00questionnaireso SME ownersandworkers.Data

were analyzed using frequency distribution, percentages, mean scores, and Analysis of Variar
(ANOVA). The findings revealed that digital technology adoption had a significant positive impact or
SME performance, particularly in operational efficiencystomer service, and market expansion. The
study concluded that digital technologies improve organisational performance and recommend
improved infrastructural support for SMEs in Nigeria.

Similarly, AbakpaandDvoulety (2024)examinedligital transformatiorandSME performancen Nigeria

with emphasis on methodological considerations. The study proposed the use of Structural Equat
Modelling (SEM) to examine how digital tools influence organisational performance among SMES ir
BenueState Nigeria. The studyidentified digital communicatiorsystemsgloudtechnologiesandonline
business platforms asportant driverof productivity,competitiveness, andanagerial efficiency among
SMEs. The researchers emphasized that digital transformation enhances strategic coordination &
organisational innovation.

In another study, Adeniran (2025) examined the role of digital transformation on SME performance i
Nigeria. The study found that digital technologiessuchas cloud computing,digital paymentsystems,
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online communication platforms, andcemmerce applications significantly improve productivity,
profitability, andcustomeengagemeramongSMESs.Thestudyfurtherrevealedhat SMEsthatintegrate
digital technologiesnto managerial systems experience improstedtegic flexibilityandorganisational
effectiveness. Howeveinfrastructural deficiencies and low digital competence were identified as major
barriers affecting effective digital transformation.

A relatedstudyby researcheren ICT adoptionandorganisationaperformancen NigerianSMEs(2025)
investigated the opportunities and challenges associated with digital transformation among SMEs. T
study established that ICT adoption positively influences organisational performance through improve
productivity, innovation capability, and opéomal efficiency. However, the study identified challenges
suchaspoorinternetconnectivity inadequateligital literacy,cybersecuritgoncernsandhightechnology

costs as major constraints to effective digital transformation in Nigerian SMEs.

Furthermoreastudyby O 6 Hi g(2023hesaminedheimpactof businesarchitecturan the contextof
digital transformation using the Partial Least Squares Structural Equation ModellingSENLE
approach. The findings revealed that digital transformation significantly improves strategic alignmen
service delivery, organisational efficiency, and mamagnt effectiveness. The study concluded that
digital transformation enhances management innovation and organisational performance by improvi
operationatoordination and strategic responsiveness.

GonzalezVarona, Lopezaredes, Poza, and Acebes (2024) investigated the development o
organisational competence for digital transformation in SMEs. The study adoptedepthnliterature
review and expert interview approach to examine the digital dagesbrequired for SMEs to achieve
digital maturity. The findings showed that organisational learning, knowledge management, and digit
competencsaignificantly enhancenanagemennnovationandorganisationahdaptabilityamongSMEs.

The study concludk that SMEs that develop strong digital capabilities are more likely to achieve
improved organisational performance and sustainable competitiveness.

Similarly, GémezMorantes, Herrera, and Camacho (2025) examined digital innovation in
microenterprises and SMEs. The study revealed that digital technologies improve communicatic
systemsgustomeengagementnnovationcapability,andbusinessdaptability However theresearchers
noted that many SMEs face difficulties adapting to rapid technological changes due to limited financi
resources, inadequate infrastructure, and low digital readiness. The study emphasized the importanc
continuous innovatin and digital adaptability in improving organisational performance among SMEs.

LokugeandDuan(2021)investigatedheenablersf digital transformationn SMEs.Thestudyidentified
organisationateadiness, leadershgopport,digital culture,andtechnologicatapabilityasmajorfactors
influencing successful digital transformation among SMEs. The findings revealed that SMEs th:
effectivelyadoptdigital technologiegxperiencémprovedoperationaflexibility, manageriainnovation,

and organisational competitiveness.

In anotherempiricalstudy,researcherexaminednnovationstrategiesndcompetitivenesamongSMESs
in Lagos State, Nigeria. The findings revealed that innovation strategies such as process improvemen
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digital transformationandstrategiannovationsignificantlyimproveorganisationatompetitivenesand
business growth among SMEs. The study concluded that innovative managerial practices and digi
transformation remain important determinants of organisational performance in Nigerian SMESs.

The unique gap this study seeks to fill is the lack of empirical evidence on the role of manageme
innovation as a mechanism through which digital technologies influence organisational performant
among SMEs in Nigeria. The study specifically integraiggal technologies, management innovation,
and organisational performance into a single empirical framework within the Nigerian SME context.

3. Methodology

This study examined whether digital technologies enhance management innovation and organisatic
performanceamongSmallandMediumEnterprise4SMES)in Nigeria. Thestudyspecificallyinvestigated
theeffectof digital technologie®n managemeritinovation therelationshipbetweerdigital technologies

and organisational performance, and the influence of management innovation on organisatior
performance among SMEs in Nigeria.dascriptive survey research design was adopted, while primary
data were collected through structured questionnaires administered to SME owners, managers,
administrative personnel.

A total of 340 questionnaires were distributed, out of which 328 were validly completed and returne
representing a response rate of 96.5%. Data collected were analyzed using descriptive statistics, Pea
Product Moment Correlation, GBiquare, ANOVA, ad Multiple Regression Analysis with the aid of
Statistical Package for Social Sciences (SPSS) version 26.

The findings revealed that digital technologies significantly influence management innovation amon
SMEs with a regression coefficient of b = 0.6
established atrongpositiverelationship between digital technologies and organisational perforrfrance

= 0.718, p < 0.05). In addition, management innovation significantly influenced organisationa
performanceavith aregressiortoefficientof b = 0.667andp < 0.05.The ANOVA resultalsoshowedhat
digital technologies and management innovation jointly have a significant effect on organisation:
performance (F = 84.327, p < 0.05).

The study concludes that digital technologies remain critical drivers of management innovation ar
organisational performance among SMEs in Nigeria. The study therefore recommends increas
investment in digital technologies and innovative managementnsyste improve productivity,
competitiveness, operational efficiency, and lbeign business sustainability among SMEs. The
hypotheses were tested at a 0.05 level of significance.

3.1 Model Specification

Thefunctionalrelationshipof thestudyis expresseas:
OP=f(DT, MI) ettt equ.l
Where:
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1 OP=OrganisationaPerformance

1 DT = Digital Technologies

1 MI = Management Innovation
Theeconometrienodelis specifiedas:
OP=H0+bH1DT + bt 0\betaOIDErbeta 2MI4mu OP=H 0 + b 1 DT.+dg@M| + ¢
Where:

1 OP=OrganisationaPerformance

1 DT = Digital Technologies

1 MI =Managemeninnovation

T biet a=@Oobhstanterm

T bli\leelr 1-\bet a 2 Régrebsbroefficients

1 ¢ =Errorterm.

The model explains that organisational performance depends on digital technologies and managerr
innovation among SMESs in Nigeria.

3.2Apriori Expectation

The apriori expectation specifies the expected relationship between the dependent and indepenc
variablesn themodel.Thestudyexpectgositiverelationshipbetweerdigital technologiesmmanagement
innovation, and organisational performance. Therefore:

b 1>b02 %éta 1>0\bet a_ 2HCEDZ0., . iiiiiiiiieeereeii, equ3

This implies that: Digital technologies and Management innovation are expected to positively influenc
organisational performance. An increase in digital technology adoption and innovative manageme
practices is therefore expected to improve productivéificiency, competitiveness, and overall
organisational performance among SMEs in Nigeria.

4. Data Presentation,Analysisand Interpretation of Results
4.1 Introduction

This chapter presents the analysis and interpretation of data collected from respondents on the stud
total of 340questionnairewvereadministeredo SME owners,managerssupervisorsandadministrative
personnel across selected SMEs in Nigeria. Out of the 340 questionnaires distributed, 328peeke
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completedandreturnedyepresenting responseateof 96.5%,while 12 questionnaireserenot returned
or were improperly filled.

Table 4.1 DemographicData of Respondents

Variables Categories Frequency | Percentagg%)
Gender Male 191 58.2
Female 137 41.8
Age 20i 30years 71 21.6
31i 40years 126 384
41i 50years 87 26.5
51yearsandabove 44 135
EducationalQualification | SecondaryschoolCertificate | 42 12.8
Diploma/NCE 83 25.3
B a ¢ h eDegrae/éiND 149 45.4
Postgraduat®ualification 54 16.5
BusinessSector Manufacturing 61 18.6
Trade/Commerce 101 30.8
Agriculture 49 14.9
InformationTechnology 46 14.0
Services 71 21.7
Total 328 100.0

Table 4.1revealghat58.2%o0f therespondentsieremale,while 41.8%werefemale,indicatingthatboth
genders were adequately represented in the study. The age distribution shows that the majority
respondents (38.4%) were betweefi &l years, followed by respondents withiri BQ years (26.5%).
This implies that most respondents were economicaltiwea@dults with managerial and business
experience.

Regarding educational qgualification, 45. 4%
gualifications, indicating that respondents were sufficiently educated to understand digital technologi
andmanagemeryracticesThedistributionof respondentacrossusinessectorsndicateshattradeand
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commerce constituted the largest category with 30.8%, followed by service businesses with 21.7%. T
suggests that SMEs in commercial and service sectors are more actively engaged in digital busin
operations in Nigeria.

4.2 Analysis of ResearchQuestions
4.2.1ResearchQuestionOne

Table4.2 How dodigital technologiesffectmanagemenhnovationin SMEs?

Items SA | A U | D | SD|Mean

Digital technologiesmprovecommunicatiorandcoordination| 151 | 108 | 20| 31| 18 | 4.05

Digital technologiegnhancenanageriatlecisionmaking 146| 117| 18| 29| 18 | 4.04

Automationimprovesoperationakfficiency 162| 101| 17| 30| 18 | 4.09

Digital platformsencouragénnovativemanagemenpractices | 149| 112 | 22| 27| 18 | 4.06

Cloud-basedsystemsmproveworkflow management 138| 118| 25| 30| 17 | 4.01

Grand Mean 4.05

Table 4.2 indicates that respondents generally agreed that digital technologies positively influen
management innovation among SMEs in Nigeria. The grand mean score of 4.05 exceeds the accept
benchmark mean of 3.00, indicating a high level of agreénaenong respondents. Specifically,
respondents strongly agreed that automation improves operational efficiency with a mean score of 4.
The findings also show that digital technologies improve managerial deomsikimg, communication
systems, workflovcoordination, and innovative management practices.

The implication of this result is that digital technologies significantly contribute to managemen
innovationby improvingorganisationatoordinationcommunicatiorefficiency,andstrategionanagerial
practices among SMESs.

4.2.2ResearchQuestionTwo
Whatrelationshipexistsbetweerdigital technologiesndorganisationgberformancen SMEs?

Table 4.3: Digital Technologies and Organisational Performance

Items SA | A U | D | SD| Mean

Digital technologiesmproveproductivity 164 | 104| 18| 24| 18 | 4.13

Digital systemsncreasecustomeisatisfaction 153| 111| 20| 26| 18 | 4.08

E-commerceplatformsimprovemarketreach 167|198 | 19| 27| 17 | 4.13
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Digital technologieseduceoperationakosts 145| 115| 23| 27| 18 | 4.04

Digital communicationmprovesservicedelivery | 157| 108| 20| 25| 18 | 4.10

Grand Mean 4.10

The findings reveal that digital technologies positively influence organisational performance among SMI
in Nigeria. The grand mean score of 4.10 indicates strong agreement among respondents. Responc
particularlyagreedhatdigital technologiesmproveproductivity andmarketreachwith meanscoresof

4.13 each. This suggests that digital transformation enables SMEs to improve efficiency, attract mc
customers, and expand business operations beyond traditional market boundaries.

The result further indicates that digital technologies improve customer satisfaction, reduce operational
costs, and enhance service delivery.

4.2.3ResearchQuestionThree
How doesmanagemerihnovationinfluenceorganisationgperformancen SMEs?

Table 4.4: Management Innovation and Organisational Performance

Items SA | A U | D | SD| Mean

Innovativemanagemerpracticesmproveproductivity 154| 109| 18| 29| 18 | 4.08

Flexiblemanageriabystemsmproveorganisationaéfficiency | 159| 103| 20| 28| 18 | 4.09

Digital coordinationmprovesemployeeperformance 147| 115| 19| 29| 18 | 4.05
Strategidnnovationimprovescompetitiveness 161| 101| 21| 27| 18 | 4.10
Datadrivenmanagemenmprovesdecisiormaking 152| 110| 20| 28| 18 | 4.07
Grand Mean 4.08

The table shows that management innovation significantly improves organisational performance amo
SMEs in Nigeria. The grand mean score of 4.08 indicates that respondents agreed that innovat
managerial practices contribute positively to productivifficiency, competitiveness, and decision
making. Respondents strongly agreed that strategic innovation improves competitiveness with a me
scoreof 4.10.This suggestshat SMEsadoptinginnovativemanagemergystemsrebetterpositionedo
survive and eampete effectively in dynamic business environments.

4 .3 Correlation Matrix

Table4.5: CorrelationMatrix of StudyVariables
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Variables DT Mi OP
Digital TechnologiegDT) 1.000
Managemeninnovation(MI) 0.692** 1.000
OrganisationaPerformancéOP) 0.718** 0.667** 1.000

Note: Correlationis significantatthe 0.01level (2tailed).

Thecorrelationmatrix showsa strongpositiverelationshipbetweerdigital technologiesndmanagement
innovation (r = 0.692), indicating that increased adoption of digital technologies enhances innovati\
managemenpracticesamongSMESs.Thetablealsorevealsa strongpositiverelationship between digital
technologies and organisational performance (r = 0.718), suggesting that digital transformatic
significantly improves productivity, operational efficiency, and competitiveness among SMEs.

Furthermore, management innovation was positively correlated with organisational performance (r
0.667), indicating that innovative management practices contribute significantly to improvec
organisationabutcomesThesignificancevaluesindicatethatall relationshipsarestatisticallysignificant

at the 0.01 level.

4.4Testof Hypotheses
H Digital technologie®iaveno significanteffect onmanagemernitinovationin SMEs.

Table4.6: RegressionalysisShowingEffect of Digital Technologie®n Managemeninnovation

Variables Beta t-value Sig.
Constant 1.173 4.011 0.000
Digital Technologies 0.692 13.846 0.000

The regression result reveals that digital technologies have a significant positive effect on managem
innovation among SMEs in Nigeria. The beta coefficient of 0.692 indicates that a unit increase in digit
technology adoption leads to a correspondimgease in management innovation. The coefficient of
determination (R? = 0.479) indicates that 47.9% of the variation in management innovation is explaine
by digital technologies.

Since the significance value (0.000) is less than 0.05, the null hypothesis is rejected. Therefore, digi
technologies significantly affect management innovation among SMEs in Nigeria.

H There is no significant relationship between digital technologies and organisational performance
SMEs.
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Table 4.7: PearsonCorrelation Analysis

Variables r-value | Sig.

Digital TechnologiesindOrganisationaPerformance 0.718 0.000

The result reveals a strong positive relationship between digital technologies and organisatior
performanceavith acorrelationcoefficientof 0.718.ThisimpliesthatSMEsthatadoptdigital technologies

are more likely to experience improved productivity, customer satisfaction, operational efficiency, an
market competitiveness. Since therglue of 0.000 is less than 0.05, the null hypothesis is rejected.
Thereforethereis a significantrelationshipbetweerdigital technologiesandorganisationaperformance
among SMEs in Nigeria.

H Managemeninnovationhasno significantinfluenceon organisationaperformancen SMEs.

Table 4.8: Regression Analysis Showing Influence of Management Innovation on Organisation:
Performance

Variables Beta t-value Sig.

Constant 1.092 3.887 0.000
Managemeninnovation | 0.667 12.954 0.000

R =0.667 R2=0.445 | Adjusted R?=0.442 | F-value=167.806

The result indicates that management innovation significantly influences organisational performan
among SMEs in Nigeria. The beta coefficient of 0.667 indicates that management innovation positive
contributes to organisational performance. The R2 vall445 indicates that 44.5% of the variation in
organisational performance is explained by management innovation.

Since the significance value of 0.000 is less than 0.05, the null hypothesis is rejected. Therefol
management innovation significantly influences organisational performance among SMEs in Nigeria.

4.7 Chi-SquareAnalysis

Table4.9: Chi-SquareTlestonDigital TechnologyAdoptionandManagemeninnovation

VariablesCompared G-palue| df | Sig.

Digital TechnologyAdoptionandManagemeninnovation | 52.318 | 12| 0.000

The ChiSquare result shows a significant association between digital technology adoption ar
management innovation among SMEs in Nigeria. The calculatedb@itdare value of 52.318 with a
significancelevel of 0.000 indicateshat digitaltechnologies arsignificantly associatedith innovative
management practices. Since the significance value is less than 0.05, the null hypothesis is rejected.
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4.8ANOVA Result

Table4.11:ANOVA Result orDigital TechnologiesndOrganisationaPerformance

Sourceof Variation| Sum ofSquareg df | MeanSquare| F-value| Sig.

Regression 148.216 2 74.108 84.327 | 0.000
Residual 285.664 325| 0.879
Total 433.880 327

The ANOVA result indicates that the regression model is statistically significant. The calculaahaeF

of 84.327 with a significance value of 0.000 indicates that digital technologies and management innovati
jointly have a significant effect on organisationatfprmance among SMEs. Since the significaradae

is less than 0.05, the overall regressionmodel is statistically significant and reliable for explaining
organisational performance.

4.9 Discussionof Findings

Thefindingsof this studyrevealedhatdigital technologiesignificantlyenhancenanagemenhnovation
amongSmallandMediumEnterprisegSMESs)in Nigeria. Theresultfrom theregressioranalysisshowed
thatdigital technologiepositivelyinfluencecommunicatiorsystemsimanageriatoordinationworkflow
management, argtrategiadecisionmakingprocessewithin SMEs.This finding impliesthat SMEsthat
adopt digital technologies are more likely to improve innovative managerial practices and operation
flexibility. The result supports the position of Birkinshaw, Hamel, and Mol (2008), who argued thai
management innovation improves organisational effectiveness throuigitrdloiction of new managerial
processes and systems. The finding is also consistent with the study of Lokugeaan@021), which
established that digital transformation significantly enhances managerial innovation and organisatior
adaptability among SMEs.

The study further revealed a strong positive relationship between digital technologies and organisatio
performance among SMEs in Nigeria. The correlation analysis indicated that digital technologie
significantly improve productivity, customer satisfaat operational efficiency, and market
competitiveness. This finding suggests that SMEs that effectively adopt digital technologies such as
commerce platforms, cloud systems, digital communication tools, and online payment systems tend
achievebetterorganisationabutcomeghanSMEsrelying mainly ontraditionaloperationamethodsThis
finding aligns with the study of Verhoef et al. (2021), which concluded that digital transformation
contributessignificantlyto organisationatompetitivenesandstrategigerformanceTheresultis alsoin
agreement with the findings of Adeniran (2025), who reported that digital technologies improve
productivity, profitability, and customer engagement among Nigerian SMEs.

Furthermore, the findings showed that management innovation significantly influences organisation
performance among SMEs in Nigeria. The regression analysis revealed that innovative managem
practicessuchasdigital coordination systemdlexible managerial structures, strategic innovatemg
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datadriven decisiommaking positively contribute to organisational productivity and competitiveness.
This indicates that SMEs that embrace innovative management systems are better positioned to resy
to changing market conditions and technological g@ioms. The finding supports Hamel (2006), who
arguedhatmanagemerninnovationis oneof themostimportantdeterminant®ef long-termorganisational
successndsustainabilityTheresultalsocorroborateshe DynamicCapabilityTheory whichemphasizes
thatorganisationgapableof adaptingandreconfiguringmanageriabystemsn responsé¢o environmental
changes are more likely to achieve superior performance.

The ChiSquare analysis further revealed a significant association between digital technology adopti
and management innovation among SMEs in Nigeria. This finding implies that digital transformation i
closelylinked with innovativemanageriapracticesn organisationsSMEsthatadoptdigital technologies

tend to redesign managerial structures, improve communication systems, and strengthen organisati
coordinationThis finding agreeswith Warner andVager (2019)who observedhatdigital transform#éon
facilitates strategic renewal and innovative management practices within organisations.

In addition,the ANOVA resultrevealedhatdigital technologiesndmanagemeritinovationjointly have

a significant effect on organisational performance among SMEs in Nigeria. This finding suggests th
organisationaperformances notinfluencedby digital technologieslone butalsoby theability of SMEs

to integrateinnovativemanagement practicaso busines@perationsTheimplicationis that SMEsthat
combine digital transformation with effective management innovation are more likely to achieve highe
productivity, operational efficiency, customer satisfaction, and business sustainability.

Overall, the findings of the study demonstrate that digital technologies remain critical drivers o
management innovation and organisational performance among SMEs in Nigeria. However, despite 1
positive effects of digital transformation, SMEs still fad®allenges such as poor electricity supply,
inadequate internet connectivity, limited digital literacy, and high technology costs, which continue ti
hinder the full realization of digital transformation benefits within the Nigerian business environment.

5. Conclusionand Recommendation
5.1 Conclusion

This studyexaminedvhetherdigital technologie€anenhancenanagemerihnovationandorganisational
performanceamongSmallandMediumEnterprise4SMES)in Nigeria. Thestudyspecificallyinvestigated
theeffectof digital technologie®n managementnovation therelationshipbetweerdigital technologies

and organisational performance, and the influence of management innovation on organisatior
performance among SMEs in Nigeria.

Thefindingsof thestudyrevealedhatdigital technologiesignificantlyenhancenanagementnovation
among SMEs. The study established that digital transformation improves communication systern
workflow coordination, managerial decisiomaking, and strategic flexibility within organisations. The
findings further showed that digital technolagleave a strong positive relationship with organisational
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performance through improved productivity, customer satisfaction, operational efficiency, and marke
competitiveness.

The findings also revealed that management innovation significantly influences organisation:
performance among SMEs. Innovative managerial practices such as digital coordination, strate(
innovation, flexible managerial systems, and dhteen decisiormaking were found to improve
organisational effectiveness and competitiveness.

In addition, the study established that digital technologies and management innovation jointly contribu
significantly to organisational performance among SMEs in Nigeria. The findings therefore demonstra
that digital transformation remains an importairategic tool for improving business sustainability,
innovation capability, and competitiveness in the Nigerian SME sector.

The study concludes that SMEs that effectively adopt digital technologies and innovative manageme
practices are moréely to achieve superiarrganisational performance and letegm business growth.
However, infrastructural deficiencies, poor internet connectivity, inadequate digital literacy, and higl
technology costs continue to limit the effective adoption of digital technologies amongSiHEs/ in
Nigeria.

Someof thelimitationswerethatonly SMEsin Nigeriawasusedandwe reliedmainly on crosssectional
primary data collected through structured questionnaires, which may be subject to respondent bias ;
limit the generalization of findings over time. The study also utilized basic statistical techniques such ;
correlation, ANOVA, Chisquae, and regression analysis without advanced techniques like Structura
EquationModelling (SEM). In addition,infrastructurakhallengestime constraintsandlimited accesgo

some SME operators affected the scope of data collection.

5.2 Recommendations

Basedonthefindingsof thestudyandin line with thespecificobjectivesthefollowing recommendations
are made:

1. SME owners and managers should invest in digital tools such aslwdged systems, digital
communication platforms, and enterprise management software to improve manageri
coordination, workflow efficiency, and strategic decisiaaking.

2. SMEsshouldadoptdigital platformssuchase-commercesystemsgdigital paymentsolutions,and
customer relationship management technologies to improve productivity, customer satisfactio
operational efficiency, and market competitiveness.

3. Managers of SMEs should adopt flexible managerial systemsddegam decisiormaking, and
strategiannovationpracticesn orderto improveorganisationaadaptability efficiency,andlong-
term business sustainability.
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Grant of licence for distribution of petroleum products.
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Grant of a licence to construct and operate a facility for retail supply
and distribution of petroteum products.

Grant of a licence to construct and operate a facility for the production
of petrochemicals.

Pricing regime and power to regulate tariffs.
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PART VI—OTHER MATTERS RELATED TO MIDSTREAM
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Public service obligations.

Competition and market regulation.

Power to prevent anti-competitive behavior.
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Non-discrimination among customers.
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ParT VII—Common Provisions For UpsTrEAM, MIDSTREAM
AND DOWNSTREAM PETROLEUM OPERATIONS
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permits where it appears.
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PETROLEUM INDUSTRY ACT, 2021
ACT No. 6

An AcT 70 PROVIDE LEGAL, GOVERNANCE, REGULATORY AND FISCAL
FRAMEWORK FOR THE NIGERIAN PETROLEUM INDUSTRY, THE DEVELOPMENT
oF HosT COMMUNITIES ; AND FOR RELATED MATTERS

[16th Day of August, 2021]

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

CHAPTER 1-—GOVERNANCE AND INSTITUTIONS
Pagt 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 clear and
separate roles for the petroleum industry ;

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

(¢) promote (ransparency, good governance and accountability it the
administration of the petroleum resources of Nigeria;

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

(¢) deepen local content practice in Nigeria oil and gas indusiry.

PART I[—MNISTER OF PETROLEUM
3. (1)—The Minister shall—
(er) formufate, monitor and administer government policy in the petrofeum
industry ;

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

(c) report developments in the petroleum industry to the government ;
(d) represent Nigeria at international organisations on petrofeum 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 petrolenm
prospecting licences and petrolesm mining leases through the processes
established in this Act;

(/) upon the recommendation of the Commission and pursuant o the
provisions of this Act and the regulations, revoke and assign interests in
petroleum prospecting licences and peiroleum mining teases;

(7) delegate in writing to 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

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

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

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

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

(3) The Minister shall have rights of pre-emption of petroleum and
petroleum products marketed under any licence or lcase 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 Actand the Commission and the Anthority shall comply with
such direciives.

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

Part [I—TueE 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 succession and a common seal.

(2) The Commission shal] 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 shali 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 Application

to upstream petroleum operations. of this Part.
&. The objcctives of the Commission shall be to— Objcctives
of the

(&) regulate upstream petroleumn operations including technical, operational
and commercial activities ;

Commission.

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

(c) ensure that upstream petroleum operations are carried out ina manner
to minimise waste and achieve optimal government revenues ;

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

(&) 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 ;

(k) promote an enabling environmeat for investment in upstream
petroleum operations ;

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

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

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

7. The technical regulatory functions of the Commission include to—  Technical

- . . - regulatory
{a) enforce, administer and implement laws, regulations and policies - . - o
relating to upstream petroleum operations ; the

(b) ensure compliance with applicable national and international Commission.
petroleum industry policies, standards and practices for upstream
petroleum operations ;
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{¢) establish, monitor, regulate and enforce health, safety and
environmenta! measures and standards relating to upstream petroleum
operations including—

(i) management of petroleum reserves and installations, and
(if) 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 2 company in respect of upstream petroleum operations ;

(e) set, define and enforce approved standards and regulations for desiga,
construction, fabrication, operation and mainfenance of plants, instatiations
and facifities used or to be used in upstream petroleum operations including—

() crude oil and natural gas evaluation and management,
(i1 upstream natural gas gathering,

(i) natural gas treatment, and

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

() keep public registers of—

(7) licences and leases granted by the Minister and permits and other
authorisations issued by the Commission,

{i1) beneficial ownership, and

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

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

(#) establish and enforce standards refating to upsiream petroleun
operations

({) undertake evaluation of nationa! 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 to, the Commission
in the exercise of its statutory and regulatory functions ;

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

(/) supervise and ensure accurate calibration and eertification of
equipment used for metering upstream petroleum operations, pursuant to
applicable laws, and issue certificates of quality and quantity for petroleum
produced ;
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(n7) 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 petroleum operations ;

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

(i} seismic operations,

(i) drilling operations, and

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

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

{¢) 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 regulation and give directive
to any person, company or entity in that regard ;

(s) manage and administer data regarding unallocated acreage ;

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

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

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

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

{x) establish parameters and codes of conduct for licensees, lessees or
permit holders in the upstream petroleusn operations |

() 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 upstréam petrofeum 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 petroleun
industry ;

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

(ee) issue certificates of quality and quantity to exporters of crude oil,

natural gas and petroleum products from integrated operations and crude-oil
export terminals established prior to the effective date and the Commission
shall have the power to monitor and regulate the operations of crude o1l export
terminals and the responsibility of weights and measures at the crude oil export
terminals shail 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 intoaccount petroleum industry specific issues,
including field size, reservoir depth, location of operations, technology applied.
production methods and petroleum quality ;

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

() where in situ facilities or fixed or floating platforms or vessels provide
for fully integrated upstream and midstream petroleum operations, the
Comimission shall consider and the Commission shail 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,

9.—(1) The functions of the Commission with respect to frontier basins
shatf be to—
(a) promate 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 1o dritl 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 shall 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 oil and profit gas
under subsection (4) to the Frontier Exploration Fund escrow account dedicated
for the development of frontier acreages and utilise the funds to carry out
exploration and development activities in the frontier acreages subject to
appropriation by the National Assembly.

1. The Commission shall have power to—
{¢r) enforce the provisions of any—

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

(if) regulations, policies or guidelines formerly administered by the
Department of Petroleumn Resources or the Petroleum Inspectorate, with
respect to upstream petroleum operations, and

(iif) 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 petroleumn operations, where there has
been a contravention of this Act or any regulations made under this Act ;

{c) ensure compliance with the Nuclear 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 petrolenm operations
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() issue guidelines in accordance with the provisions of this Act orany
regulation in respect of upstream petroleum operations;

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

(#) within the jurisdiction of the Commission, have access to—

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

(i) all installations to which this Actapplies, inctuding plants and stations
of every description, for the purpose of inspecting the operations
conducted therein and enforcing the provisions of this Act and any
regulations made under it;

(i) impose on a petroleum prospecting licence, petroteum expioration
licence or any petroleum mining lease to which this Act applies, special
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 g5 “the Board of the Commission™) which shalt be responsible for the policy
Commission.  ond general administration of the Commission.

(2) The Board of the Commission shall consist of—
(&) one non-executive chairman ;
(h) two non-executive commissioners ;

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

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

(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) shall 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
feast 15 years post-qualification cognate experience in petroleum or other
relevant sector of the economy and shail hold office for 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) 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-exectitive 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 regtilation 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 shatl—
(@) 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 funclions of the
Commission ;

(¢) 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
Comumnission ;

(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—
{#) specialised nature of work to be performed by the Commission,
(/i) need to ensure the financial self-sufficiency of the
Commission, and
(i) remuneration and allowances paid in the private sector in upstream
petroleum operations 1o individuals with equivalent responsibilities,
expertise and skills;
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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

(i) perform such other functions as may be necessary for the efficient
and effective administration of the Commission ugder 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, [ncomes 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—
(1) unqualified for appointment under section 11 of this Act,

{(ify unqualified subsequent to his appointment, or
(#i7) 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 ;

() 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 ;

(&) is found guilty of serious misconduct by a court or tribunal of competent
jurisdiction ; or
() 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 compaosition with his
creditors which has not been rescinded or set aside, or

(iif) been declared to be of unsound mind.

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

{a) dies;

(b) 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
appointment of another person in accordance with section 11 ofthis Act,

18.—(1) The Commission Chief Executive is the acceunting officer
and shall be responsible for the adminisiration of the Commission.

(2) There shall be six executive commissioners for the Comimission
with each responsibie for one of the following—

{a) Exploration and Acreage Management ;

() Development and Production ;

{¢) Health, Safety, Environment and Community ;

(d) Economic Reguiation and Strategic Planning ;

{e) Corporate Services and Administration ; and

(£} Finance and Accounts.

(3) Aperson 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 petroteum pperations
with a minimum of 15 years post-qualification cognate experience.

(4) The Commission Chief Executive shall be appointed on such terms
and conditions as may be set out in the letter of appointment, except as
otherwise provided for in 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 Senate.
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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 commissioner,
re-appoint the Commission Chief Executive or Executive Commissioner or
appoint another qualified person.

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

Act No 3. () is likely to be in breach of conflict of interest provisions under the
20240. Companies and Allied Matiers Act ot regulation made under this Act;
(b) has a financial interest in any business connected, directly or indirectly
with the petroleum industry ;
{c) is engaged in any activity for remu neration or otherwise 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 {«)-(c). provided that—

() such person may be appointed Commission Chief Execulive ot an
Executive Commissioner if he declares his interest and makes appropriate
arrangements to ensure ihe avoidance of a contlict of interest,

(i7) the President is satisfied that the interest or activity shall not interfere
with the person’s impartia! discharge of his duties as the Commission
Chief Executive or an executive commissioner, or

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

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

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

(i} made an assignment Lo, or artangement or composition with his
creditors, whiclhi has not been rescinded or set asi<le,

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

{iv) been convicted of any criminal offence by a court of competent
jurisdiction except for tratfic oftences, or

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

Employees 19. The Board of the 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 tc 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

(¢) the grant of pensions, gratuities and other retirement benefits to
employees.

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

(4) Employees ofthe Commission shall be “public officers™ as defined
in the Constitution of the Federa! 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 presc ribed under the
Pensions Reform Act.

(6) Nothing in subsection (5) shall prevent the Conimission from appointing
a persen to an office on terms that prectude 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, shall determine and periodically
review the remuneration and allowances payable to the employees of the
Commission, having regard 1o the—

(a) specialised nature of work to be performed by the employees of the
Comynission:

(h) need to ensute the financial sel f.sufficiency of the Commission ; and

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

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

i2) Notwithstanding the provisions of this section, the Commission imay,
in - i2h financia! year, submit to the National Assembly, supplementary or
. .ed statements of estimated income and expenditure of the Comiission
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(3) The financial year of the Commission shall be a peried of 12 calendar
months commencing on the 1st of January in each year or such other date as
the Minister of Finance may determine.

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

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

{¢) carry out such administrative and other secretarial duties as the
Commission Chiel Executive and the Board of the Conunission may direcl.

(2) The Secretary shall be a legal practitioner with a minimum ol 18
years post-gualification experience.

24.—(1) The Commission shail maintain & Fund (in this Act referred to
as “the Commission Fund™) inte which moncy accruing to the Commission
shall be paid and all expenditures of the commission shatl be subject to
appropriation by the National Assembly.

{2) The source of the Commission Fund shalt be as follows—

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

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

{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 coniributions.

(3) The Commission Fund shall be applied-—

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

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

(¢) 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
Cormmission ;
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(e) for investments, as provided under the Trustee investments Act or  Cap. T22
any other applicable legislation, subject to the approval of Minister responsible  L.VN. 2004
for Finance ; and

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

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

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

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

() 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 of 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 itto be audited within six monthis
afier 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 ;

{B) an annual report of its operations and performance | and
(¢) an audited financial account for the year. not jater than 3 1st of March
of the following year.
(10) The Commission shali, not later than the 31st of March of
each year—

(a) submit to the Minister a summary of its annual report and audited
financial accounts : and
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(&) publish the annuai report and audited financial accounts on its websile.

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

Notiee ta the 23.—(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 shalt consult with the Comunission priorto—

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

(b) exercising any such power or function ; or

(c) taking any such action.

(2) The Commission shall review the recommendations of the
Government ministry, department or agency and communicaie 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
powers of  Act have special powers to—

the

Commission. (o) inquire, inspect, examine or investigate any business or activity relating

to upstream petroleum operations under this Act, where it believes (hal
iilegal upstream petroleum operations are going on;

(b} conduct surveillance on crude oil and natural gas installations, premises
and vessels where it believes that itlegal upstream petroleum operations
are going on ;

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

{7}y at which crude oil or natural gas is produced, handled or treated, or
(i7) that is 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
propesty required to be maintained under this Act or related to the
administration of upstream petroleum operations under this Act for Lhe
purpose of inspecting those records or that property ;

v

{e) require any person or his agent, representative, partner, director, officer
or employee engaged in upstream petroleum operations to—
({) answer any question that may be relevant to the inquiry, inspection,
examination or investigation, and
(if) provide any required information contained in a computer hardware
or software or any other data storage, processing or retrieval device or

system used in cosnection with the business or activities relating to
upstream petroleum operations under this Act
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() take any sample or carry out any test or examination as it may
consider necessary in the pertformance of its functions ;

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

{#) remove for examination and copy anything that may be relevant to
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 belicved to have
commitied an offence under this Aer ; and

(7) exercise any other power that may be conferred on it under any faw
or regulation,

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

(@) 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 explanation relating to upstream petroleum operations as
the officers of the Commission may require.

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

{¢) a minimum fine of N35,000,000 or a term of five years
imprisonment ; and

(b} inthe case of a continuous offence, to an additional minimuwm fine of
100,000 for each day during which the offence continues,

{4) The Commission shall in the exercise of its posers under this section
avoid undue hindrance of entities and persons engaged in lawful upstream
petroleam 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
Act shall be performed by the Special Investigation Unit of the Commission
or any person authorised by the Commission,

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

(2) Notwithstandirig the provisions of subsection (1), the Commission
shall not indemnify the Commission Chiel Executive, a conumissioner or any
officer of the Commission for any labilily incurred as & result of willul
misconduct or gross negligence.

Part IV—THI AUTHORITY

29.—(1) There is established the Nigerian Midsiream and
Downstream Petroleum Regulatory Authority {in this Actre ferred to as
“the Authority”™). which shall be a body corporate with perpetual
succession and a common seal.

(2) The Authority shall have the power 0 acquire, hold and dispose of
property, sue and be sued in iis own name.

(3} The Authority shalt be responsible for the technical and commercial
regulation of midstream and dowastream petroleam operations in ihe
petroleum industry.

30. The objects and fumctions of the Authority in this Part are limited
to midstream and downstream petroleunt operations in the petro leum tndustry.

31. The objectives of the Authority shall be to—
{&} reguiate midstream and downstream petroleum operations, including
technical, operational, and commercial activitics ;

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

{¢) promote healthy. safe, efficientand cifective conduct of midstream
and downstream petroleum operations in an eavironmentatly acceplable
and sustainable manner :

(&) promote a competitive market for midstream and downsirean:
petrolewm operations :

{¢) promote the supply and distribution of natural gas and petroleum
products in midstream and downsircam petrolcum operations and the
security of natural gas supply for the domestic gas market :

88




Peiroleum Indusiry Act, 2021 2021 No. 6

A4S

() ensure compliance with applicable laws and regulations governing
midstream and downstream petroleum operations &

(g) ensure crude oil supply for domestic refineries |

{4} determine, administer and ensure the implementation and maintenance
ol technical standards, codes, practices and specifications applicable io

midstream and downstream peiroleum operations pursuant to good
international petroleum industry practices;

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

(/) promotie, establish and develop a positive eavironment for
international and domestic investment in midsiream and downstream
petroleum operations ;

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

(/) develop and enforce a framework on tasiff 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 tlo—

(o) regulate and monitor technical and commercial midsiream and

downstream petroleum operations in Nigeria;

(&) regulate commercial midstream and dowastream petroleum

operations, including—

(i} petroleum liquids operations,
(if) domestic natural gas operations, and
(i) export natural gas operations;
(¢) determine appropriate tariff methodology. mcluding for—
(7} processing of natural gas,
(i) transportation and transmission of natural gas,
(iii} transportation of crude oif, and
(iv) bulk storage of crude ot and natural gas ;
() setting cost benchmarks for midstream and downstream petroleum
operations ;

(€) provide pricing and tari{T frameworks for natural gas in midstream
and downstream gas operations and petrolesm products based on the fair
market value of the applicable petroleum producis
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{f) advise the Government, government agenc ies and other stakeholders
on commercial matters relating to tariff and pricing frameworks :

(g) develop epen access rules applicable to petrolewum lguids and natural
gas transportation pipelines, term inal facilities and bulk storage facilities ;

(i) regulate the bulk storage, distribution, marketing and transportation
pipelines of petroleum products ;

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

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

(k) keep public registers of—

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

(if) renewals, assignments, amendments, Suspensions Or revocations @

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

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

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

(o) ensure third party access 10 Facilities under gas processing ficences,
transportation pipetines and transporlation networks and midstream bulk
storage facilities, where such tacilities are operated for the account of the
owner ;

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

(¢) estabiish customer protection measures in accordance with the
provisions of this Act;

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

(s) promote the interests of ¢ omers with regard to midstream and
downstream petrofeum operatic - .

{r) promote the principles ¢ _enomic devetopuea. of infrastruciure
with regard to midstream and G nslream petrolenin opartiens
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(1) promote competition and private sector participation in midstream
and downstream petroleum operations ;

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

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

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

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

(z) monitor market behaviour with respect to midstream and downstrean
petrolewm operations ;

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

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

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

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

(¢e) define and enforce approved standards and guidelines for the design,
procurement, constructios, operation and maintenance of plants, installations
and facilities in the midstream and downstream petrofeum 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 petroleum operations;

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

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

(77} issue certificates of quality and quantity Lo exporters of crude oif,
LNG and petroleum products ;

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

(Il) monitor the financial viability of operators with respect to midstream
and downstream petroleum cperations ;

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

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

{00) establish, monitor and ensure compliance with the standards for the
precessing of petroleum products in Nigeria ;

(pp} request information and documents relating to licenced activities,
including pricing information and macro-economic data from any licensee
or permit holder in midstream and downstream petroleum operations :

{gq) publish ordirect licensees, lessees and permit holders to publish, in
the interest ofthe public, information refating o midstrean: and downstream
petreleum operations in accordance with applicable law or regulation ;

(rr) regulate the domestic base price and the prices applicable to wholesale
customers of the strategic sectors and gas disiributors ;

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

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

{trr) conduct studies relating o the economy and efficiency and
effectiveness of the midstream and downstream petroleuin indusiry.

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

(a) concerning the processing, refining, transmission, distribution, supply,
sale and storage of petrolesm and petrolcum products as well as other
midstream and downsiream petroleum 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 licences and
permits for midstream and downstream petrofeum operations ;

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

(e} establishing the duration and conditions of licences and permits {or
midstream and dowustream petroleum operations :
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(/') concerning those licences and permits already in effect prior to the
date of any regulations issued by the authority for midstream and
downstream petroteum operations ;

(g) establishing the conditions and procedures for the trans[er, surrender,
suspension or revocaiion of ficences and permits for midstreain and
downstream petroleum operations ;

(k) establishing the procedure for the modification of licences and permits
for midstream and downstrear petroleuny 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;

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

{1 concerning the production, transportation, and sale of petrochemicals
and lubricanis ;

{(m) concerning the national strategic stock ;

(7} establishing tariffs for midstream and downstream pelroieum
operations;

{0) concerning domestic natural gas supply and demand;

(p) concerning natural gas trading and export ;

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

() concerning rights of way and pertaining to surface rights ;
{s) relating to the retail sale and distribution of petroleum products;
(£ concerning dispute resolution and customer protection ;

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

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

() 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 flare 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 relered
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 |
(5) two non-executive members ;
{c) the Chiefl Executive of the Authority (in this Act referred to as the
Authority Chief Executive™);
() two other executive directors responsible for finanee and accounts
and distribution systems, storage and retailing infrastructure ;

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

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

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

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

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

(4) A person appointed under subsection (2) (¢) and (4} shall have al
least 15 years post-qualification experience in petroleum or other relevant
sector of the economy and shall hotd oftice lor a period of five years and may
be re-appointed fora 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 of
the Board of the Authority shall hold office for five years and may be re-
appointed for a further term of five years.

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

(7) The Board of the Authority may authorise in writing any execulive
director, committee 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 regulation made under this Act.
35, The Board of the Authority shall— Functions

{z) be responsibie forthe (ormulation of policy. supervision and giving
P poiIcy 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 ol tic
Authority ;

(d) consider and approve the annual budget al 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 external auditors

{f) 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 (o the—

(i) specialised nature of work to be performed by the Authority,
(if) need to ensure the financial self-sufficiency of the Authority, and
(iif) remuneration and allowances paid in the private sector in upstream
petrolenm operations Lo individuals with equivalent responsibilities,
expertise and skills;
(h) structure the Authority into such number of departments as it deems [
for the effective performance of the functions of the Authority ; and
(7) performance of other Functions as may be necessary for the efficient
and effective 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 shall comply with the policy and auidelines ol the

National Salaries, 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

() is found to be—

(/) unqualified [or appointment under section 34 ol this Act.
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{ify unqualified subsequent to his appointment, and
{#iT) in breach of conflict of interest provisions in the Companies i

Allied Matters Act or any regulation regarding confiicts of interest passed

under this Act ;

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

(c) has demonstrated an nability 10 eflectively discharge 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 i thie case
of the Chairman, without the consent ol the President, except where good
reason is shown lor thw absence ;

(&) is found guilty of serious misconduct by a coust or tribunal of competent
jurisdiction;or
() has, under the law in force in any country—
{i) been adjudeed or declared bankrupt or inselvent and has not been
discharged,
(if) made an assignment 1o or artangement or composition willy his
creditors which has nol been rescinded or set aside, or

{7i1} been declared to be of unsound mind.

38. A non-executive member of the Board ol the Authority may resign
his appoeintment by giving fwo month’s writien notice to the President.

3%, A vacancy on the Board of the Authority shali oceur, where o
member of the Board—

(a)y dies :

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

{c) resians from office ;

() completes his tenure of office | or

(¢} is incapacitaied.

49. A vacancy on the Board ol the Authority shall be filled by thic
appointment of another person in accordance with section 34 of this Aet.
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41,—{1) The Authority Chief Executive is the accounting officer and
shall be responsible for the administration of the aifairs of the Authority.

(2) There shall be seven execulive directors for the Authority, whose
appoiniments shall comply with the Federal Character Commission Act subject
1o confirmation by the Senate with each responstble forone of the following—

{#) Hydrocarbon Processing Plants, Installations and Transporiation
Infrastmcture :

() Distribution Sysiems, Storage and Retailing Infrastructure ;

{c) Health, Safety, Environment and Communily :

(d) Economic Regulations and Strategic Planning ;

{e} Corporate Services and Administralion ;

(f) Finance and Accounis ; and

{g) Midstream and Downsiream Gas Infrastructure Fund.

(3) A person to be appeinted as Authority Chief Executive and as an
executive director of the Authority shall have extensive managerial, technical
or professional knowledge of the midsteam and downstream petroleum
operations with a minimum of 15 years post-qualification cognate expericnce.

(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 ferms and conditions
as may be set out in the letier of appoiniment, except as oiherwise provided
for in this Act.

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

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

(8) A person shall not be appointed as Authority Chief Exccutive, where
the person—

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

(6 has a financial interest in any business comected. dircetly or indircetly
with the peiroleum industry :

97

Autharits
Chicl
Loaeentinve
el
Exvoutive
Prectors of
lise
Authority,

Cap, 17
LN 2004,

AL No 3
2030,



A 188

2021 No. 6 Petroleunt Industry A, 2021

Employvecs
ol the
Authorily.

Terms and
conditions of
service in the
Authorily.

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

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

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

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

(if) the President is satistied that the interest or activity shatl not interlere

with the person’s impartial discharge ol his-duties as the Authority Chiel

Executive or as an executive director, or

(iif)the financial interest is terminated prior to the appointment taking
effect ; or
() has, under the laws in [orce 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, which has not been rescinded or set aside,

(#fi) been declared to be of unsound mind,

{(#v) been convicted of any criminal offence by a court of compelent
jurisdiction except for traffic offences,

(¥) been disquatified, or

(vi) suspended from practising his profession by the order of'a compelent
authority.

42. The Board of the Authority shall determine the number of persons
that shall be employees of the Authority.

43.—(1) The employees of the Authority shall be subject to terms and
conditions set out by the Board of the Authority.

(2) The terms and conditions of service referred to in subsection {1)
may provide for—
(a) the appointment, premotion, dismissal and discipline olemployees:

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

{¢) the grant of pensions, gratuities and other retirement benetits (o
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  Cap, C23.
the Constitution of the Federal Republic of Nigeria, 1999, LFN. 20,
(5) Employment by the Authority shall be subject to the provisions ofthe  AviNod.
2014,

Pensions Reform Act and officers and employees ol the Authority shal! be
entitled to 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 that preclude the grant of pension or other
retirement benefits in respect of that office.

44. The Board of the Awthority, in consuliation with the National Saiaries,
Incomes and Wages Comunission, shall determine and periodically review the
remuneration and allowances payable (o the employees of the Authority, having
regard to the—

(ar) specialised nature of work 10 be performed by the Authority ;
() need to ensure the financial seli-sutliciency of'the Authority ; and

(¢) remuneration and allowances paid within the petrolcurm 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 deterntine, prepare and present (o the National Assembly, o
statement of estimated income and expenditure o' 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 Nationat Assembly supplementary or
adjusted statements of estimated income and expenditure of the Authorily.

(3) The financial year of the Authority shati be n period of 12 calendar
months commencing on the Ist ol January in each year or such other date as
the Minister of Finance may determine,

46.—(1) The Board of the Authority shalf appoint a Secretary, who
shajl—
(«) be the Legal Adviser to the Authority ;

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

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

(2) The Secretary shall be A legal practitioner with a minimum of 10
years post~qualification experience.
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#7—(1) The Authority shall maintaia a Fund (in this Act relerred to
as “the Authority Fund™) into which money accruing to the Conumission shall
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 Authority for services rendered (o licensees,
Jessees, permit holders and other authorisations issued by the Authority :

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

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

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

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

(3) The Autherity 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 ol the
Authority ;

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

(e) for investments, as provided under the Trustee [nvestments Act or
any other applicable legislation, subject to the approval of Minister responsibic
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 acerued 1o the
Authority Fund under subsection (2), which have not béen utilised for the
purposes provided under subsection (3), shall be paid into the Consolidated
Revenue Fund.

(5) The Autiority may accept grants 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 to
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) 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

(¢} an audited financial account for the year, not katerthan 3 istof March
of the following year.

(9) The Authority shatl, not later than the 315t of March of each year—

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

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

(10) The provisions of any enactment refating to the taxation of companies
or trust funds sha!l 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 impaci on
midstream or downstream petroleum operations shalf consuft with the Authority
prior to—

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

{b) exercising any such power of function ; or

(¢) taking any such action,

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

the decision shall be complied with by the relevant Government ministry,
department OF agency.
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49.—(1) The Authority shall in carrying out its functions under this At

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 belicves that illegal midstream or downstream petroleum
operations are going o

() conduct surveillance on petroleum liquids and natural gas installations,
premises and vessels where it believes that ilegal l‘l'lldSIlE.“ll‘n or downstreant
petroleum operations are goingon ;

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

(i) atwhich petroleum liquids oil or natural gas is refined. processed.
stered, handied or treated, or

(#f) that is used in connection with any midstream or downstream
wellsite, plant, facility or place where petroleum liguids or natura! i
are refined, processed, stored, handied or treated ;

() 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 ;

{e) require any person or his agent, representative, partner, director, oflicer
or employee engaged in midstream or downstream petroleum operations
10—

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

(i1} provide any required information conlained 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
(f) take any sample or carry out any tesl or examinalion as il may

consider necessary in the performance of ils functions :

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

“(h) remove for examination and co py anything that may be relevant to
the inquiry, inspection, examination or investigation, including removing any
computer hardware or software or any other data storage, processiag 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
cominitied 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 agent, represcntative, pariner, director, officer
or employee of that entity or person under investigation by ihe Authority shatl—

(a) grant access to officers of the Authority with regard to any place,
wellsite, ptant, facility, midstream or downstream machinery, couipment,
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 o widstream or downstream petroleum
operations as the officers of the Authority may require,

(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—

(¢) a minimum fine of N5,000.000 or a term ol imprisonment for five
vears, and

(b) in the case of"a continuous offence, to an additiona! minimum {ine of
N100,000 for each day during which the oflence 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
downstream petroleum operations.

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

51.—(1) The Authority Chief Exceutive, a director or any officer of the
Authority shall each be indemnilted 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 Chicef 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 Midstream and Downstream Gas
Infrastructure Fund subject to appropriation by the National Assembly, which
shall be—

() a body corporate with perpetual succession and a common seal : and
() 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 power to acquire, hold and dispose of property, sue and be sued in Hs
corporate name.

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

{(4) The Governing Council shall comprise the—

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

(b) 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;

() Authority Chief Executive ;

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

(7} three independent members, who shali be appointed by the President
for a term of four years and may be reappointed for another four years and
no more ; and '

{g) Legal Adviser of the Authaority 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 avy
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 Inltastruclure Fund.

(6) The members referred to in subsection (4} {f) shatl have extensive
managerial, technica! or professional knowledge of the midstream petreteum
operations, fund management or any otlier relevant industry with a minimum
of 15 years post-qualification cognate experience.

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

(@) 0.5% of the wholesale price of petroleum products and naiural
gas sold in Nigeria, which shali be coliected from wholesale customers
and such levy shall be in addition Lo the levy provided for under
section 47 (2} {c};
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(b) funds and grants accriing from mulhilateral 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, payable in respeet of moncey in the Midstream and
Downstream Gas Infrastructure Fund ;

() money received from gas flaring penalties by the Commission under
section 104 (4) of this Act, shall be for the purposc of environmental
remediation and relief of the host communities ol the scttlor on which the
penalties are levied ; and

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

(8) The Authority shall ensure the prompt payment of ali 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—

(«) administration procedures ; and
(b) penalties for—
(i) late payment of the Ee'vy.
(if) 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 equity investments of
Government owned participating or shareholder interests in inlrastructure
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

(¢) reducing or eliminating gas Mare.

(11) There shail 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 en
behalf of the Fund.
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(12) The Transaction Advisor shafl be selecied on need basis through o
competitive and transparent eriteria specifiod by the Council and the selection
process shali be managed by the Lxeeutive Director, Midstream and
Downstream Gas Inlrastructure Fund subject to the approval of the Council,

(13) The Transaction Advisor shall, in performing his duties under
subsection (11), submit report of his findings and recommendations 1o the
Council.

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

(er) the Council shalf at the beginning of every financial year, approve
the Midstream and Downstream Gas infrastructure Fund’s programme of
action with its cost implications and the Accountant-General ol the Federalion
shall release the approved amount for that financial year, subjeet to
appropriation by the National Assembly ;

(5) the money in the Midstream and Pownslream Gas Infleastructure
Fund’s Account that is not utilised as prescribed under this Act shall be held
or invested as the Council may direct :

{¢) an annual statement of the Midstream and Downstream G
Infrastructure Fund shall be prepared and submitted to the Councit and
Minister of Finance aller three months ol the end of the financial year Lo
which they relate ;

{d) a certificd annual audited accounts of the Midstream and Downstream
Gas Infrastructure Fund, together with a report on the operations of the
Midstream and Dowanstream 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 anmual audited aceounts of the Midstream and Downstream
Gas Infrastructure Fund shall be published annually.

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

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

(17} The members of the Governing Council shall be paid such
allowances from the funds of the Midstream and Dowastream Gay
Infrastructure Fund in accordance with the approved guidelines by the Revenue
Mobilization, Allocation and Fiscal Commiission.
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ParT V—THE MIGERIAN NATIONAL PETROLEUM CoMPANY LIMITED

53.—(1) The Minister shall within six months from the commencement
~ ofthis Act, cause to be incorpurated 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 shalt form the initial paid-up share capital of NNPC Limited
and the Government shall subscribe and pay cash for the shares.

(3) Ownership of atl 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 he Ministry of Petroleum
Incorporated in consultation with the Government, may increase the equity
capital of NNPC Limited.

(5) Sharesheld by the Governnmient 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 to
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 lcence, 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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§4,—( 1) The Minister and the Minister of Finance shall within 18 months
of the effective date determine the assets, interests and liabitities of NNPC to
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 tabilities of NNPC not transterrcd to NNPC
Limited or its subsidiary under subsection (1), shall remain the asscls.
terests and labilities of NNPC until they become extinguished or transferred
to the Government and six months following the determination under seclion
54 (1) of this Act, the Minister, the Minister of Finance and the Altorney-
General of the Federation shall developa framework for the payment of the
tiabilities not transferred to NNPC Limited and if such determination ol
which assets, interests and liabitities to be transferred has not been concluded
within the stipulated period of 18 months, all the assets, interests, labitities
of NNPC is deemed to be transferred to NNPC Limited after |8 months
from the effective date.

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

{(4) Bonds, hypothecations, securities, deeds, contracts, instruments,
documents and working arrangements with regards to assets, interests of
fiabilities transferred to NNPC Limited orany 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 en forceable against or in favour of
NNPC Limited.

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

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

(a) an action or proceeding shall not be commenced against NNPC
Limited, its subsidiary. director, officer. employee or agent with regard to
asset, interest or liability of NNPC Limited, where the time [or commencing
the action or proceeding would have expired had such assel, interest or
liability not been transferred to WNPC Limited or its subsidiaries: 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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{7} creditor of NNPC, or
(ify party to a confract, agreement or arrangement with NNPC that  Second
was entered into before the date of transfer. Sehedul,

{7) For the purpose of this section and the Scecond 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 ouistanding cash calls under joint venture agreements
shall become debt of—

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

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

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

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

(3) Pursuant to thg appointment under subsection (1), NNPC shail—

(1) 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 to any asset, interesi or Hability referred
to under subsection (1) ; and

{c) pay a nominal fee of US §1 to NNPC Limited as administrative
charges on the applicable assets, interests and liabilities to which NNPC
Limited has been appeinted under subsection (1),

(4) The cost of winding down the assets, interests and liabilities of NNPC

shall be borne by the Government.
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(5) Acause of action shall not arise 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 Hability of NNPC Lo
NNPC Limited under section 54 of this Act shall be enforeeable against the
Government as if such fiability was a liability of NNPC, provided that such
guarantee was effective prior to such transfer.

57,—{1)Upon incorporation of NNPC Limited under section 53 of this
Act, employees of NNPC and its subsidiaries shall be deemed to be employees
of NNPC Limited on terms and conditions not less faveurable than that enjoyed
prior to the transfer of service and shall be deemed to be service for
employment refated entitlements as specified under any applicable law.

(2) NNPC Limited shail continve to fulfil the statutory cbligations ol
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 Matters Act
and the articles of association of NNPC Limited.

59.—{ 1) Except as set out in this section, the composition of the Boatd
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 chairmas ;

(b) the Chiefl Executive of NNPC Limited

{¢) the Chief Financial Officer of NNPC Limited ;

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

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

(f) six non-executive members with at least 15 years post-gqualification
cognate experience in petroleum or agny other relevant sector of the economy
one from each geopolitical zone,
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{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 15 years™ post-qualification
experience,

(4) In the absence of the Chairman, the members of the Board of NNPC
Limited may appoint a non-exceulive member of the Board Lo 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 Matiers Act and the articles of
association of NNPC Limited.

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

(2) The mandate, composition and procedures ol each commitiee of the
Roard of NNPC Limited shail be comprehiensive and open for inspection by
the sharehotders of NNPC Limited.

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

(4) The Board of NNPC Limited shall have committees for—
() ensuring the integrity of financial and non-linancial reporting

(b) the nomination of Board of NN PC Limiled members and key
eXecutives ;

(¢) remuneration of members of the Board of NNPC Limited ; and
(d) any other commiittee as the Board of NNPC Limited may consider
appropriate.

61.—(1) Members of the Board of NNPC Limited shall 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 Limited to its shareholders, provided that the Board of
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NNPC Limited may withhold the explanation if permitied under a duty of
confidentiality NNPC Limited owed to any third party,

62.-—(1) NNPC Limited shal} ensure that an annual audil of NNJPC
Limited is conducted by an independent. competent, experienced and quulified
auditor.

(2} The auditor of NNPC Limited shall provide an external and objcctive
assurance to the Board of NNPC Limited and sharcholders of NNPC Limited
that the financial statements of NNPC Limiled fairly represent the [nancial
position and performance of NNPC Limited.

(3) Where the auditor of NNPC Limited is unable to provide the assurance
required under subscction (2), the Board of NNPC Lintited shalf imediately
convene an extraordinary 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 Allied Matters Act and its articles of
association— '

(@) be responsible for the strategic guidance and determining the business
structure of NNPC Limited ;

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

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

(d) apply the highest ethical standards in performing its duties, taking
inte account the interests of its stakcholders and the fiduciary duty ol'the
directors to NNPC Limited ;

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

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

(g} review and guide corporate sirategy, major plan of action, risk policy
and business plan ;

{A} set performance objectives for NNPC Limited, the Board of NNPC
Limited, members of NNPC Limited’s management and individual business
units and subsidiarics oFNNPC Limited ;

{7} monitor NNPC Limited’s corporale performance:;
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(j) aversee major capital expenditures, acquisilions andt 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 ;

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

() monitor and address potential conflicts of interest of management
and members of the Board of NNPC Limited and breach of fiduciary 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 |.imited’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 ;

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

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

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

() each of the NNPC Limited's wholly-owned subsidiaries as ir
references in this section to0 "NN PC Limited’ were references (0 such
wholiy-owned subsidiary.

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

(a) is found 10 be—

(i) unquatified for appointment under section 59 of this Act,

(if) unqualified subsequent 1o his appoiniment. or

(jif) in breach of conflict of interest provisions in the Companies and
Allied Matters Act or any regulation regarding contlicts ol interest passed
under this Act;

(b) ceases to be an employee of the ministry or agency he represeits on
the Board of the NNPC Limited
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(¢} has demonstrated an inability 1o efTectively pecform 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 cousent of the President, excepl where
good reason is shown for the absence |

() is found guilty of serious misconduct by a court or fribunal of computent
jurisdiction ; or

-

() has, under the law ia 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 which has not been rescinded or set aside, or

(i) incapabie to discharge the dutics of his office as a result oF intirmity
of body or mind.

64. The ohjectives of NNPC Limited shall include to—

{a) carry out petroleum operations on a commercial basis, comparabie
to private companies in Nigeria carrying out similar activities including
exemption to Public Precurement Act, Fiscal Responsibility Act and Treaswry
Single Account.

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

(¢) lift and sell royalty oil and tax oil on behalf of the Commission and 1he
Service respectively {or an agreed commerciaf fee and in the case of profit
otl and profit gas payable to the concessionaive, NNPC Limited shall prompily
remit {Hv 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 speeified
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 preduction sharing contracts for &
fee, based on the prolit oil share or profit gas share in accordance wilh

P P &

paragraph {¢) ;

(g) with respect to any joint operating agreement in which NNPC is a
pariy 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 ;

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

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

() maintain the role of NNPC, under section 54 of this Act 3

(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 efficient manner, in the overall interest of the Federation ;

(/) carry out such other lasks as may be determined by the Board of
NNPC Limited ; and
() make NNPC Limited supplier of last resort for security reasons and
all associated costs shall be for the account of the Federation.

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

-(2) The 1JVC referred to in subsection (1) shali not be subject to the
provisions of the Fiscal Responsibility Act and the Public Procurement Act.

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

[

CHAPTER 2—ADMINISTRATION
. PART I—GENERAL ADMINISTRATION
66.1‘-_7—{1) The objectives of Chapter 2 are to—
(ai 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 3

() provide the framework for developing third party access arrangements
to petroleum infrastructure ;

115

Jistablishimenl
ol
incorporated
feint venture
COMPENICS,
Seeond
Schedube.

Acl No 31,
2007,

Acl No 14,
2007,

Objeclives.



A 176

2021 No. 6 Petrolewm Indusiry Act, 2021

Management
of
petroleum
reSoUurees.

Administra-
lion of
acreage and
vesting of
data.

(e) encourage and facilitale both local and foreign investment in the
petroleum industry ;

(/') promote transparency and accountability in the administration of
petrofeum resources in Nigeria ;

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

() promote safe and affordable access (o petroleam and pelroleusm
products in Nigeria ;

(/) promote the processing of petroleum within Nigeria and (he
devefopment of fuel and chemical industry and other related vatue-added
products and activities ;

(7} ereate a conducive business environment for operations in the
petroleum industyy :

(k) promote the liberalisation of the downstream petroleum indust ry:

{/) establish an orderly, fair and competitive commercial environment
within the petrofeum industry ; and

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

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

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

{b) persons conducting such activitics.

67. The administration and management of petroleum resources and

their derivatives shall be conducted in accordance with this Act and the
principles of good governance, transparency and sustainable development ol
Nigeria.

PART TE—ADMINISTRATION OF UpPSTREAM PETROLEUM |
OI’EI{.«\TIONS AND E\JVII(DNMIZNT

68.—(1) Title to any data and its interpretation refating to upstream

petroleum operations are vested in the Government of the Federation of Nigeria
and shall be administered 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 frontier 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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(¢r) 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-
General of the Federation, adopt a national grid system for acreage
manageimnent.

(2) The grid system referred 10 under subscetion (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 parcefs,
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 national boundary.

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

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

(@) the definition of licence and lease areas ;

° () relinquishments ;

{¢) bic procedures ;

{7 identification of well locations ;

(¢) petroleum conservation measures ; and

() other regulatory and acreage management procedures,

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

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

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

(b) petroleum prospecting licence, which may be granted to qualified
applicants to—

(i) drill exploration and appraisal wells and do corresponding test
production on.an exclusive basis, and

(i) carry out petroleum exploration operations on a non-exclusive
basis ; and
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(c} petroleunt 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
@iy drill e:g.p_l_oration and appraisal wells and carry out the related test
- production on dn exclusive basis, and '
- (#ify carry out petroleum exploration operations on a non-exclusive
basis.

(2} Alicence 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 nay be
renewable for additional period of three years subject to fuifiiment of prescribed
conditions, but shatl not include any right to win, extract, work, store. carry
away, transport, export or otherwise treat petrolewm discovered in or under
the licence area.

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

(5) A petroleum exploration licence granted in respect of frontier acreages
may include a provision permitting the licensee 1o select, based on the result
of his exploration work and be granted one or more petroleum prospecting
licences prior to the termination of the licence containing 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 shali be entitled to grant a data use licence
to a third party subject to a written authorisation by the Commission, 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 remit to the Commissron any agreed
portion of the fee due to the Commission.™ ~°
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(8) Exploration activities conducted pursuantioa petrolcum exploration
licence shall be monitored and administered by the Commissicn in accordance
with regulations made under this Act.

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

(10) The carrying out of geological, geophysical or geochemical surveys
for scientific or educational purposcs in relation to petroleum do not require a
petrojeum exploration licence, where the resuits of such surveys are pot [or
sale or commercial gain.

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

() exclusive right to drill exploration and appraisal wells and non-
exclusive right to carry out petrofeum 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 wellsas a result
of production tests, subject to the fulfilment of obiigations imposed by
this Act.

(2) Aholder of the petroleum 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 {ails to fulfil any
term or condition of the licence, it shall not, except as provided in the licence,
give the Minister a right of claim against the licensee or be deemed a breach
of the licence, if the failure arises from force majeure.

(4) Where there is any delay by a licensee in the Tulfilment 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
ofthe applicable term or condition, provided that such period shall not exceed
three years in total after which, the ficence may be terminated by the
Commission ot the licensee,

(5) The Minister may grant a pefrofeun prospecting licence toa qualified
applicant recommended by the Commission and shail not grant such ficence 1o
any other pesson and where the Minister does not grant the licence, the Minister
shall inform the Commission in writing for the rationale of the decision.
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(6) Notwithstanding the provisions of this scction, a petroleum prospecting
licence may also be granted under scetion 93 of this Act.

Bidding 73.—(1) Subject to the provisions ol sections 71 (53 74 (3). 81 {iyand
process. 93 (2) of this Act, petroleum prospecting licence or petroleum mining feasc

shail only be granted—
(&) based on a fair, transparent and competitive bidding process . and
() in comipliance with the provisions of this Act, regulations made under

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

(2) The Commission may periodically publish # licensing round pian.

(3) Subject to section 71 {5)and other provisions ofthis Act, the Minister
may, on the recommendation of the Commission, granta petroleum prospecting
licence or petroleum mining lease 1o a winning hidder 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 shail inform the Commission ofhis decision within 90
days of the application for licence or lease and where he fails to inform the
Commission within the stipulated time, the licence or lease shall be deemel

granted,
Avard 74.—(1) The grani of a petroleum prospecling licence or a pelrofeum
process. mining lease oty a previously appraised arca of a petroleum prospecting Heenee

ot a surrendered, relinquished or revoked petroleum mining fease in, under or
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—
{) a single bid parameter, which shall be based on any one vl the following
parameters—

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

(i) a royally interest,

(iify a profit splilor profitoil splil.

(iv) a work programme commitment during the initint exploration
pericd, or

(v) any other parameter as may be defined specific to a bid
round ; and

120



Petroleunr Indusiry Aci, 2021 2021 No. 6

A 181

(b) a combination of the bid parameters specilied in paragraph {a) 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 agreenient betweesn Nigeria and
another country, the Government may, for strategic purpose and in return for
stbstantive benefits to the nation, direct the Commission to negotiate and
award a petroleum prospecting licence or petroleum mining leasc to a qualified
investor identified in the agreement or freaty.

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

(5) The Commission shalf call for bids in accordance with a procedure
published on its website and in at least two international [inancial 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 criteria 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 shall be accompanied with the model
licence for the petroleum prospecting licence or model Iease for the petroleum
mining lease for the bid round and shall include the—

(a) licence or lease acreages, the term and minimum waork obiigations ;

(b) 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.
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76. The model licence or model fease for each bid round shaii 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 programme and minimum level of investment ;

(d) details of guarantees 10 be provided by the licensee or lessee regarding
the performance of its licence or lease obligations ;

(e) details of obligations regarding relinquishment, decommissioning and
abandonment ;

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

(g) applicable sanctions in the event of failure by the licensee or lessee
to comply with the terms and conditions of the licence or tease ; and

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

77~(1) A petroleum prospecting ticence for onshore and shallow water
acreages shall be for a duration of rot 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 Irontier
acreages shall be for a duration of not miore than 10 years, comprising of an
initial exploration period of five years and an optional extension period of five
years.

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

(@) 350 square kilometres for any onshore or shailow waler acreages |

(#) 1,000 square kilometres for any decp olfshore acreages ; and

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

78.—(1) A petroleum prospecting ticence shall contain a requirement
that the licensee commii to a work programme and such other terms and
conditions as the Commission shall determine.

(2) A licensee shall, during the initial exploration period and the optional
extension pericd provided for in a petroleum prospecting licence, commit to
drill at least one exploration well to a minimum depth specified in the licence
for each period, except for frontier acreages, where the work program during
the initial exploration period may only consist of 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 appl icable petrofeum
prospecting licence, the licensee shall inform the Commission within 130 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 appraisai, the
licensee shall submit to the Commission within one year for approvak—

(@) a commitment to an appraisal 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

(b) the appraisal area, 5ol jarger 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
petroteum prospecting licence.

(5) The Commission shall acton the approval request for the appraisal
programme within 60 days after its submission and a licensee shall, upon the
approval of the appraisal programme and appraisal area by the Commission,
prompily carry out the commitied appraisal programme.

(6) Where the Commission fails to act on the appraisal programme
referred to under subsection {3) 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—

() declare a commercial discovery ;

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

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

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

(11) The Commiission shall approve an area of a significant gas discovery
or significant crude oil discovery which shall not be larger than the outer
boundary of the discovery declared by the licensee, including a zone of not
more than two kilometres surrcunding the outer boundary, provided that such
area shall not extend beyond the area described in the applicable petroteum
prospecting licence.

(12) The provision of section 88 (3) ol this Act shall ap-ply to any retention
area.

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

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

(14) Upon the relinguishment ol the retention area with the latest expiry
date referred to in subsection {1 3), the applicable petroleum prospecting licence
shall expire,

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

(16) Acommitment by a ticensee under this section shall be supported
by a bank guarantec, letler ol eredit or performance bond issued by a bank
acceptable to the Cominission for an amount determined by the Commission.

(17y 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 shall as a mininim, 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 Commissiona
field development plan with regard to the commercial discovery together wilh
a commitment to cairy 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—

{@) it meets the technical standards required for petreleum operations
based on good international petroleum industry practices;
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(b) the location of the measurement poini, measurcment Processes and
equipment are acceptable fo the Commission ;

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

() it meets the health, safcty and environmental 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 to the Nigerian
Oil and Gas Industry Content Development Acl;

(/1) it includes an environmental management plan ina form that complies
with section 102 of this Act :

{i) 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 el imination of routine natural gas Maring

(k) it does not relate to upstream petrolewn operations that are in conflict
with domestic gas delivery obligation ;

(D itincludes—

{/) a detailed programme for the recruitment and training of Nigerians
in all phases of petroleum operations handied directly by the licenseeor
through agents and contractors of the ficensee, and

(i} provision for scholarship schemes, internships, continuous
professional development and other raining requirements ;

(1) it complies with the obiigations ta host communities under Chapter 3

of this Act ; and

(1) it includes a development period sulficient (o construct any required
infrastructure and the development of the field.

(3) Where the development of a commercinl discovery requires
construction of facilities for midsiream petroleum operations in a manner
integrated with the upstream petroleum operations, u licensee may submit the
development plan 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.
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{5) Where a licensee does not submit a field development plan 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 {ield 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 petreleum prospecting licence
shall, where required, be extended until the—

() grant of the petroleuim 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 Act, Lhe
holder of the retention area shall within two years after declaring a commercial
discovery, submit to the Commission a field development plan that complies
with the requirements in subsection (2}, '

{(9) The Commission shall give its final decision to approve or disapprove
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 shall be supported by
a bank guarantee, letter of credit or performance bond issued by a bank
acceptable to the Commission for an amount determined by the Commission.

(12) Upon approval of a field development ptan, 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 relerred o under section 78 {17) of
this Act shali include the program and report Jor ¢ach 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 fevel basis, with approval
being sought anly for the first phase and amended field development plan
neéeds to be presented for each following phase where the essee is willing 1o
commit to such following phase,
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80.—(1) A licensee or lessee shail promptly notify the Commission of  Unitlsatian,

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

(2) The Commission may, for the purpose of ensuring oplimum 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 into an area lo
which another licence or lease relates and in respect ol which a ditferent
person is the licensee or lessee ; and

(h) at least one licensee ar lesse¢ has made a declaration of a commercial
discovery.

(3) The Commission may, upon receiptofa notitication under subsection
(1) direct the applicable ficensce or lessee to enter tnlo 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) shatl be approved
by the Commission and shall—

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

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

(5) Aunit agreement 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

(¢} set out technical information regarding the petroletim reservoir subject
to unitisation, including structure mapping, net pay and such other engineering
and geophysical information as may be required by a regulation issued by
the Commission under subsection {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 lessees to jointly appoint a consultant o develop terms and
conditions that are fair and equitable 1o licensees or lessces and Government
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and which shail be binding on the licensees or lessees after approval by the
Commission and where the applicable licensees or fessees fail lo appoint a
consultant within two months after the requirement by the Commission, tie
Commission shall appoint the respective consultant and the remuneration of
the Consultant shall be paid by the licensees or lessees.

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

() extend the boundaries of the licence or lease to include the entire
petroleum reservoir within such licence or lease, provided that the licensee
or lessee submits to the Commission a lield development plan that includes
the additiona! adjacent area acceptable to the Conunission : or

(») conduct a bid round for the adjacent area in accordance with the
licensing round guidelines and the provisions of this Act,

(8) Where a petroleum reservoir unitised undes this seetion is able
continue in production alter the expiration of one or mote licences or leases
relating to the petroletm reservoir, the Commission may grantan extension of
‘the licences and leases in the unitised field.

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

81.—(1) A petroleum mining lease shali be granied for each commercia!
discavery of crude oil or naturai gas or boih, 1o the Ticensee ol a petrofeum
prospecting licence who has—

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

(b) received approval for the applicable ficld devetopment plan [rom the
Commission.

(2} A petroleum mining lease shall be granted under sections 70 (2) and
74 of this Act, where a prospective lease ares conlains petroleum ledd 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 nclude
an appraisal phase and the development and production of the field may include
a work progran requirement to enhance engoing production,

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

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

{7) The Commission shall approve the proposed arca, which shall contain
every parcel within the outer boundary of the field based on oil-water contacts,
spill point, intersection of planned development wells with the reservoirs or
other reservoir timits, including a zone surrounding the boundary consisting of
all parcels that are in whole or in part within one kilemetie 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 petrolewm mining lcase.

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

{u) drilling or other expioration activities ; or
() petroleum discoveries in deeper or shallower {formations,

(9) Where two or miore petroleum mining feases 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 shull be considered
as a single lease, notwithstanding that their boundarics do not join with
another lease, provided the granting date of the single leasc shatl 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 scetion 69 (5) of
this Act, less than one subdivision of such parcel.

(1) Notwithstanding the provisions of this section, a petroleum mining
lease may also be granted under scctions 74 (3) and 93 of this Act.
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(12) Where a lessee makes a separale commercial discovery underncath
the area of a petroleum mining lease in shallower or deeper formations, the
lessee may presenl a development plan for such discovery and upon approval
of such plan the lessee shall be granted a separate fease for such commercial
discovery.

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

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

(3) A petroleum mining lease for conducting upstream petroleum
operations shalt only be pranted on the basis ol a comumitment [rom the
applicable lessee to—

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

(B) restart or continue petroleum production in the area fo which such
[ease relates.

(4) The Commission shall, during the Lerm ofa petroleum mining lease,

(a) verify the implementation of the work commitments by the applicable
fessee and its compliance with the applicable [teld development plan;

(b} monitor capital and operating costs incurred by the appliicable
lessee ; and

(¢} ensure that upstream petroleum operations at all times are carricd
out 1o conform with the standards required by this Act and by regulation
made under this Act.

83.—(1) Alicensee or lessee shalt for each petroleum prospecting licence
or petroteum mining lease provide yearly summary of royalties, fees, taxes,
profit oif shares and other payments to Government within six months after
each calendar year jo the Commission and the Minister ol Finance through
the Accountant-General of the Federalion 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 ticence or lease make
such payment, the individual holders shalt be responsible lor providing the
‘nformation and where consolidation applies ona consotidated basis.
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(2) The Commission shall define the required detail and classification of
the summary under subsection {1 Yand 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 ;

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

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

{(4) A contractor, licensee or lessee who does not or partially provides
the Commission with the required information referred to in subsection (3),
within the stipulated time contravenes the provisions of this Act and is liable to
an administrative penalty of the sum of US $10,000 forevery day the default
subsists.

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

{6) A licensee 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 (6) shall not be confidential,

except for—

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

() 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 ;

(¢) 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 terms as may be determined
by the Commission, provided, however, that the respective fees required for
making non-confidential data avaifable shall not exceed the reasonable cosl of
copying any data and a minimal hourly payment for the use of work stations.

84.—(1) Unless otherwise prohibited by this Actor reguiation under this
Act, where the Minister graats a licence or lease, a licensee or lessce may
enter into a contract with a third party for the exploration, prospecting,
production or development of erude oil g5 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 shalf devetop a model licence and model fease,
which may contain an obligation to comply with fiscal obligations and other
provisions related to fees, rents, royalties for such contract attached to or
incorporated in the mode! licence or model lease.

(2) The model licence and mode lease referred to under subsection (1)
shall comply with the provisions of this Act and may contain the following
additional contractual provisions—

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

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

(¢) a risk 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 petroteum, which may include an incorporated or unincorporated joint
venture with NNPC Limited ; and

{e) any contract being a variation of the contracts under paragraphs («),
() (¢} or (d) or a contract which, at the time, isan internationatly recognised
form of contract for the exploration and production of petroleum.

(3) A licence or lease described under subsection (1) shall not be granted
by the Minister uniess 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 shall
include a carried interest provision, whereby—

(«!) the Government through the NNPC Limited has the right to participate
up 1o 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 ;

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

markups on cost ; .

() the contract shali not require anty upfront payment by the-Government ;

(¢) the nature, the validity and guantum 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 terms, 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 colnmission in consaltation with NNPC Limited.

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

(2) Wherea petialeum mining lease does not initiate regular commercial
production within the stipulated development period prescribed under subsection
(4), the Commission shall recommend to the Minister to revoke the lease or
license at the end of the stipulated developmeit period, unless the lessee or
licensee can provide to the Commission a valiid__re__'ason.that in the Commission’s
opinion is substantial, in Yhich case the Commission shall recommend to the
Minister to extend the de}*g!topmgnt period accordingly.

(3) Where a petroléim mining lease is revoked under subsection (2),
the applicable acreage éi}_’é’I] vest in the Goveriment 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 fora petroleum mining lease granted under
section 81 of this Act shall be the period established in the field development
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plan under section 79 (2) (i) of this Act and where development period is not
stipulated, the development period shall be—

(@} five years for an onshore lease 1 and

(5} 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 with 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

(&) all rents, royalties, taxes and other applicable fiscal obligations
stiputated under this Act shall continue, subject 1o section 87 of this Act.

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

87—(1) A lessee of a petroleum mining lease may, not less than 12
montlis before the expiration of the lease. apply in writing to the Commission
for a rerewal, 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 jessee—

a) has fulfilled its obligations relating to the development of the lease
[~ p
area ;

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

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

{d} has discharged all operationa! obligations in compliance with applicable
rules and reguiations.
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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 shall pay a renewal
bonus of an amount specified by the Commission based on the percentage of
(he market value on the renewal date preseribed in the repulation made under
iiis Act,

{4) The Commission may. in public interest, change. iimpose or add new
lease conditions, which shall be published in the Federal Government Guzerre.

88.—(1) Prior to the expiration of the initial exploration period of three
years or of the optional extension period of three years under section 77 (1} of
this Act, a licensee shall relinquish 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) Priorto 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
area or lcase 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) Alicensee of a petroleum prospecting licence may voluntarily relinguish
parcels and sub-parcels under section 69 of this 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
1o maintain acreage of shape that is viable for award in a future licensing
round,

(3) After 10 years of the commencement of a petrolewm mining lease—

(¢} the applicable lessee shall relinguish all parcels which do not fall
within the boundary of a producing field under this Act ; sl

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

(6) Upon the 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 ficensee has declared a commercial discovery in such significant
gas discovery retention area.
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“(7) An area or zone relinquished under this section, shall be vesied inthe
Government and administered by the Commission and the relinquishments
shall be in a north-south, east-west direction and defined in a rectangular or
square shaped compact unit.

(8) Any rent paid in respect of an area or zone that is relinquished 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 porty under subsection {5}{b), the Commission shatl ensure
that the licensees or lessees of the overiapping petroleum rights shall enter
into a cooperation protocol based on good international petroteum industry
practices, dealing with matters such as non-interference measures, location
of wells, construction of gathering lines, unauthorised production [rom
reservoirs, notice of dangercus operations, joint emergency response, joint
use of certain 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 refinquishment, a
holder of a petroleum prospecting licence, petroleum exploration licence or
petroleum mining lease may surrender parl or the whole of the licenced or
leased area, provided that the licensee or lessee has—

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

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

(2) Any rent or fee paid prior to a surrender under subsection (1} shal:
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 holder ofa petroleum prospecting licence, petroleum exploration
licence or petroleum mining lease isentitled 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.

136



Petrolerm hidustry Act, 2021 2021 No. 6 A 197
91.—(1) Subject to subscction (2), the Conumission may preserve in - Rights of
accordance with applicable law, a right of way, casement or other right over  way resend
far the

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

(2) Where a holder of a petrolemm prospecting licence, petroleum
exploration licence or petroleum mining leasc is of the opinion that a reservation
made by the Commission under subsection (1) alfects 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—

(¢} 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 Iaw relating to town or country planning or
regulating the construction, alteration, repair or demolition of buildings, or
praviding for similar matters, which relates to the carrying out of operations
authorised by the licence or lease.

92.—{(1) A holder of an existing ot prospecting licence or oil 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 ticensee or lessee
complies with the provisions of this Act.

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

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

() the incentive provisions contained in sections 11 and 12 of the
Petroleum Profit Tax Act shaill not apply.
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(4) A conversion contract shall be concluded at a date (Ceonversion
date™) which is the carlier of—

(«r) 18 months from the effective date + and

(b) the expiration date of the oil mining lease of date of ¢ anversion of the
oil prospecting licence Lo an oil mining lease.

(5) Prior to the conversion date, the terms applicable to th 2 oif prospecting
licence or oil mining lease prior Lo the ellective date shall continue to apply.

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

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

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

() which, in the opinion of the holder, merit appraisal a1d forwhich the
holder of the oil mining lease is prepared o present an aparaisal program
under section 78 of this Act :

(b) in respect of which the holder is prepared 1o make a declaration of' a
commercial discovery under section 78 of this Act and submii a field
development plan Lo the Commission under section 79 of this Act ;

(¢) in respect of which the holder is prepared to make a declaration ofa
significant gas discovery or a significant erude oil discovery under seetion
78 of this Act and submit an applization for approval of a retention area .

() in respect of which development of a {ield is und :rway based on
prior approvals afler having declered the discovery commercial or it no
such declaration was made after having made a final investment decision
to develop the tield ;and

(¢) in respect of which regular commercial prod uction is oCCuUITINg.
(2) Where the total acreage selected under subscetion (1) is less (an
40% of the area to whicl: the applicable oil mining lease applies, the holder may

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

(3) Any selected area under subsection (2) shall be based on parcels.

(4) Areas and zones subject to an oil mining 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 () of this Act, the conversion date.

(6) Subject to section 94 of this Act on the applicable retinquishment
date, the Comunission shall convert the applicable oi! mining lease in respect
of each area and zone—

{¢) designated by a holder uider subsection {1} (), (), (¢} or (2) into a
petroleum prospecting licence in accordance with section 78 of this Act,
with fiscal terms as applicable under scction 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 peiroteum mining
leases, with fiscal terms as applicable under scction 267 (a) and other
terms of Chapter 4 of this Actto the lease, provided that, for—

(#) production sharing contracts for the determination of the profit oil
sliding scale based on cuniulative production, the tolal preduction from
all petroleum mining leases shall be applicable, and

(i) royalty purpose, the production 6f each petroleum 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 ficence 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) («r), (#) 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 (&) 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 petroleun mining leases with fiscal terms as applicable under section
267 () and other terms of Chapter 4 of this Act, applicable to these leases,
provided that—
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() with 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} for royalty purposes, the production of each petrolemin mining
lease shall be the basis ; and

{c} the remaining area shall continue as exploration area under the
petroleum prospecting Hcence, with fiscal terms as applicable under Chapter
4 of this Act for new acreage.

(8) With respect to existing oi! 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) {a) 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 value of the rights refinquished.

94.—(1) A producing marginat field shalt be allowed to continue to
operate under the ariginal royalty rates and farny out agreements, but shall
convert to a petroleum mining lease under this Act, with terms applicable
under sections 267 (&), 302, and other provisions under the Act within 18
months from the effective date.

(2) A discovery declared as a marginal ficld prior to 1st January, 2021
and is not producing shall 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 lransferred to Government, the
Commission is entitled to offer the petrolcum prospecting licence in a bid
rountd 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 the oil mining lease—

(@) present a Nicld development plan for the marginal field ;

{b) with the consent of the Commission and on terms and conditions as
the Commission may approve under regulations, farm out the discovery ; or

(c) relinquish the fieid in accordance with the provisions of this Acl.
(5) The consent of the Commission to the farm-out of a marginal field
under subsection {4) (5} shall, amongst others, be subject to the farmee

preseating a field development plan over a period of time agreed with the
Commission and a regutation made under this Act.

140



* Petroleum Industry Act, 2021 2021 No. 6

A 201

(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) A marginal field relinquished under subsection (4) (¢} or (6) shall 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 fallow
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 Cornmission.

(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) A licensee 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), aholder of a licence
or lease may by way of security, wholly or partly assign, pledge, mortgage,
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 shatl be obtained.
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(6) The Commission shall within 60 days of the receipt, act on the
application of the licensee or lessee under subsection (4) and on the request
for consent under subsection (5) and the consent of the Commission with
respect to subsection (5) shail not be uareasonably withheld.

(7) Within 60 days of the receipt of the recommendation of the Comsmission
under subsection (4), the Minister shalt 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 transter
in the appropriate register.

(9) The Commission shall conununicate the refusal or approval of an
application for an assignment, novation or traisfer 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 petroleum mining lease is refused, the Commission
shall inform the applicant of the reasons for the refusal and may give reasonable
time within which further representations may be made by the applicant or by
third paities in respect of the application.

(11) The Minister may grant consent to an assigniment, novation or transfer
of a petroleum prospeeting licence or petroleum mining lease, subject to the
following terms and conditions which the Comnmtission may consider appropriate,
that the proposed transferee—

(@) is a company incorporated in Nigeria ;
(b} is of good reputation and standing ;

(¢) has sufficient technical knowledge, experience and financial resources
to enable it effectively carry out all responsibilities of a licensee or lessee
under the licence or lease ; and

ActNo 1. (d) shall comply with the Federal Competition and Consumer Protection
2018. Act.

{12) The Commission shall make regulation to prescribe for payment ol
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 iransaction : and

(») published in the Federa} 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, novate
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
petroleum mining lease, where the applicable licensee or lessee—

() fails to conduct petrofeum operations in accordance with good
international petrofeum industry practices, the provisions of this Act and
any other relevani 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 shall be an
acceptable justification for interruption ;

(¢) fails to fulfil the terms and conditions of the applicable licence or
lease or the approved fleld development plan ;

(d) fails to pay to Government, as they become due, rents, royaltics,
taxes or other payments or production shares under this Act ;

(e) fails to furnish any reports or data on operaticns as required by law
after having been advised in writing by the Commission of such failure ;

{f) assigns, novates or otherwise transfers any interest in the applicable
licence or lease other than in accordance with section 95 of this Act ;

(g) has obtained an interest, in the applicable licence or lease based on
false representation or contrary to corrupt practices and meney laundering
laws ;

(k) is declared by a court of competent jurisdiction to be insolvent,
bankrupt or is liquidated, in each case except as part of a solvent pian or
scheme of re-organisation, amalgamation or arrangement ;
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(i) has failed to comply with environmental cbligations required by
applicable law or by the provisions of the applicable licence or lease ;

(/) is owned wholly or in part, directly or indirectly or is controlled by a
former or serving public official or memberof the Government, who obtained
his interest in the applicable licence or lease other than as permitted by
applicabie law ;

(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, arbitratien award or
judgment arising from the dispute resolution provisions set forth in a licence,
lease or this Act ;

{7) fails to comply with domestic crude oil supply or domestic gas delivery
obligations under this Act and any subsidiary regulation ; or

() fails to comply with the host conmunities obligations under this Act.

(2) Subsection (1) (/) 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 shajl—

(a) 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 less
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) (b), the revocation process shall
terminate.

(3) Where, at expiration of the remediation pericd 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—

(@) 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 notice to the licensee 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) Hability 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) A revocation decision shall be published in the Federal Government
Gazette and the Commission shall amend relevant registers maintained by it
to reflect the revocation,

98,—(1) Within 30 days of the revocation of a petroleum mining lease
or participating or shareholder interest in a petroleum mining lease which is
producing, the Minister may, on the recommendation of the Commission, appoint
an interim operator to ensure petroleum operations continue from the areas
and zones subject to the petroleum mining lease based on good international
petroleum industry practices.

(2) The interim operator appointed under subsection (1) shall serve for
a period to be determined by the Commission and the related contract shali 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 fease to replace the revoked petroleum mining lease.

09.—(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 to not all
of the holders, the Minister—

(a) may, in accordance with section 96 of this Act, revoke the
participating or shareholders interest of the holder or holders to which
the grounds apply ; and

(5) shall not revoke the interests of the other holder or holders to which
the grounds do not apply.

(2) A holder to which the grounds apply under subsection (1) () is
referred to as a “defanlting holder™ and a holder to which the grounds do not
apply under subsection (1) (b) is referred to as a “non-defaulting kolder™.
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(3) Upon a revocation of an interest under subsection (1) (@), the rights
ofthe 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) (#) and the non-delauiting
holders shall take such measures as provided for under the joint operating
agreement or shareholder agreement to redisteibute 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} (b), fails to—

() 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

(b) 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 petroletn
mining lease shatl pay to the Government royalties, fees, rents and production
or profit shares in the amount and time as prescribed in the licence or lease
under this Act and regulations made by the Commission.

(2) Where royalties, fees, rents, production or profit shares or other
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 shail 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 oceupied by the holder of the licence or lease ;

(b) seize, distrain and sell any petroleum, petroleum products, engings.
machinery, tocls, implements or other effects belonging to the holder of the
licence or lease, and the costs incurred by the Commission in connection
with the seizure, distress and sale shall be added to the debt ; and
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(¢) 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) (d) of this Act.

161.—(1) A licensee or lessee shall not enler 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 impesed by the
Commission, any part—

(1) set apart for, used or appropriated or dedicated to public purposes,

(i7) 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 fand under cultivation ;

{c) any part consisting of privately owned or legally occupied land other
than private land fafling under paragraph (&) except permission in writing to
do so has been obtained by the licensee or lessec {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

(d) dispute under paragraph (¢) as to who is in lawful occupation or the
owner of any land or as to the 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 determined by the Federal High Court to be reasonable compensation
payable to the rightful owner or occupicr of the 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—

() of commercial value, or

(i7) the object of veneration to the people resident within the licence
or lease area ;
(b) damage or destroy any building or property ; or
(¢) disturb or damage the surface of the land or any other rights to any

person who owns of is in lawful occupation of the surface area covered by
the licence or lease.

(3) A licensee or lessee who causes damage under subsection (2) shall
pay fair and adequate compensation to the persons or communitics directly
affected by the damage or injury.

(4) The amount of compensation payable under subsections (1} (<) (if}
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) within 30 days, the Commission may apply sanctions in
accordance with regulations made under this Act.

102.—(1) A licensee or lessee who engages in upstream and midstream
petroleum operations shalt within—

{(a) one year of the effective date, or

() 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 Commission or Authority,
as the case may be.

(2) The environmental management plan under subsection (1) shall bein
accordance with the extant Acts.

(3) The Commission or Authority, as the case may be, shail approve the
environmental management plan, where—
(a) it complies with relevant environ mentai Acts ; and

{b) 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 management 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 reguesi for
additional information from the licensee or lessee and may direct that the
environmental management plan be adjusted in a manner the Commission or
Authority may require.

(6) The Commission or Authority, as the case may be, may afier its
approval of an environmental management plan and alter engagement with
the operator of & licence or lease, call for an amendment of' the envircnmental
management plan.

{7) Chemicals shall not be utilised for upstream petroleum cperations,
except the Commission grants an appticable permit and approval.

103.—{1) As a condition for the grant of & 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
‘anenvironmental remediation fund established by the Commission or Authority,
as the case may be, for the rehabilitation or management of negative
environmental impacts with respect to the licence or lease.

{2) In determining the amount of the financial contribution, the
Commission or Authority 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 contribution t¢ an ervironmental remediation fund under
subsection (1) shall be subject to audit by the licensee or lessee, in accordange
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 Comn:ission 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 Jessee shall, under subsections (1) and (2) assess its
environmental liability annually and increase its financia! contribution to the
satisfaction of the Commission or Authority, as the case may be.

(6) Where the Comumission or Authority, as the case may be, is not
satisfled with the assessment and [inancial contribution referred to in this
section, the Commission cr Authority, as the case may be, may appoint an
independent assessor to conduct the assessment and determine the financial
contribution.
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104.—(1) A licensee, lessee or marginal field operator that {lares or
vents natural gas, except ——

() in the case of an emergency,

(B} pursuant to an exemption granted by the Commission, or

(c) as an acceptable safety practice under established regulations,
commits an offence under this Act and is liable 1o a fine as prescribed by the
Commission in regulations under this Act.

{2) A fine due under this section shall be paid in the same manner and be
subject to the same procedure for the payment of royalties to the Goyernment
by companies engaged in the production of petrofeum.

(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 Conmnission under

this section, shall be for the purpose of environmental remediation and relief

of the host communities of the settlors on which the penaities are levied.

1051} A licensee ot fessee shall pay a penalty prescribed pursuant
to the Flare Gas (Prevention of Waste and Pollution} Regulations.

(2) The Commission shall have the right to take free of charge natural
gas that is destined for flaring at the flare stack.

106.—{1) A licensee shail, prior (o the commencement of petroleum
production, install metering equipment conforming to the specifications
prescribed on every facility from which natural gas may be Mared or-venled
as the Commission or the Authority may prescribe in a regulation.

(2) A licensee or lessee who fails or refuses to install metering equipment
under subsection (1) comumits 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 permitio a licensee
or lessee to allow the flaring or venting of natural gas for a specific period—

(a) where it is required for facilily start-up ; or

(b} for strategic operational reasons, including testing.

108. Notwithstanding any provision to the contrary under this Act. a
licensee or lessee producing natural gas shall, within 12 months of the elfeetive
date, submit a natural gas flare elimination and monetisation plan to the

Commission, which shatl 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 condensates for the domestic
market shall, subject to subsection (2), be on & witling supplicr 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
petroleum operations, including applicable penaities.

(3) The Authority shall supply the Commission on a regular basis the
crude oil requirements of refineries in operation and where shortages or
inadequate supply conditions occur report such conditions to the Commission.

(4) The Commission shall ensure that the domestic crude oif supply
obligation contains the following, that—

(&) crude oit may only be sold to holders of crude oil refining licences,
whose refineries are in operation |

(B) the supply of crude oil shall be commercially negoliated between
the lessee and the crude oil refining licensee, having regard (o the prevailing
international market price for similar grades of crude oif ; and

(¢) holdersof crude oil refining licences shall provide paymenl guarantees
as required by the applicable jessee, and payment for crude oil purchased
pursuant to obligations shall be in US doliars or Naira, as may be agreed
between the lessees or suppliers and the licensee ol the refining licence.

110.—(1) Subject to subsections {2} and (4), the Commission shall, by a
regulation or guideline made under this Act,—

(a) prescribe and allocate the domestic gas delivery obligation ‘anong
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 sirategic sectors or with wholesale gas suppliers supplying
the strategic sectors for dehivery of marketable natural gas on a free markel
basis to these customers or suppliers and notify the Commission of the conlracls
and where the volume of the contracts is equal to or higher than the domestic
gas delivery obligation for the lessee, the lessee shall—

(¢) be deemed to have fulfilled its domestic gas delivery obligation

(5) not be a producer client of the gas aggregator ; and

(c) inform the gas aggregator.
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(3) Alessee whao has complied with its domestic gas delivery obligation
or may wish to supply wholesale customers who are not part of the strategic
seciors 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 fotlowing the
procedure stipuiated under subsection (2)—

(a) enter into a contract with a lessee or wholesale customer of the
strategic sectors for the delivery of marketable natural gas fe the
customers ; and

(&) inform the Commission and Authorily ol the coniracls.

{5) The Commission shall require a lessee producing natural gas (o
carry out works and operations which may be required to increase produclion
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 aHlocation sysicm among
lessees as determined by the Commission upon consultation with the Authority
with consideration of supporting infrastructure availability.

(7) Alessee shall be obliged to deliver the volume of naturai 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 subsection {7), a lessee who fhils 1o
comply with the domestic gas delivery obligation shafl incur a penalty 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 to under
subsection (8) may be adjusted as the Commission may prescribe ina regulation
made under this Act.

(10) Alessee shall not incur a penalty preseribed under subsection (8),
where it can establish that its failure to comply is as a result of—

{a) force majeure ;

(5) the inability of a purchaser to accept allocated natural gas velumes :

(¢) the inability to transport the allocated natural gas for reasons beyond
the control of the lessee ; or

() the failure of a purchaser to pay for allocated natural gas volumes.
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{11) The Commiission shall discontinue the imposition of 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 submita marketable
natural gas production and supply plan consistent with these obligations to the
Authority.

(13) A producer-customer of the domestic gas aggroegator shall pay
compensation to customer-client for any loss suffered as a resultof defaultto
supply marketable natural gas in accordance with a gas purchase order issued
by the domestic gas aggregaior.

(14) A lessee who does not comply with the domestic gas delivery
obligation as directed by the Commission shatl-—

(a) in addition to the penalties provided under subsection (8), not be
entitled to supply natural gas to any new m idstream gas export operations,
provided that this provision shall not apply to gas sales agreements atready
entered into ; and '

(b) where the lessee is supplying natural gas 1o midstream gas export
operations, the Commisston may impose other sanctions asare prescribed
in a regulation made under this Act.

(15) Anapproval for the supply of natural gas for export projects shatl,
from the effective date, be subject to prior compliance by the lessee with its
domestic gas delivery obligation.

(16) Domestic gas delivery contracts entered into 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.

PanT HHI—GENERAL ADMINISTRATION OF MIDSTREAM
AND DOWNSTREAM PETROLEUM OPERATIONS

111.—(}) The Authority may grant, renew, modily or extend individua
licences or permits, provided that, where it relates 1o the cstablishment of
refineries the licence shall be issued by the Minister on the recommendation
of the Authority.

(2) The Authority shall only granta licence for midstream or downstream
petroleum operations, where—

(@) it meets the technical standards required for petroleum operations
based on good international petroieum industry practices;
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(b} the location and size of the area occupied by (he facililies or right of
way is acceptable to the Authority ;

(¢) itmeetsthe heaith, safety and environmental standards, as determined
by the Authority ; and

(d) it provides for the efficient and economic use of facilities and
pipelines,

(3) The Authority shali only grant a licence for midstream petroleum
operations where {t—

(a) does not involve excessive capital or operating expenditures ;

{0} 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 with sections 232
and 233 of this Act;

() provides for the elimination of routine natural gas lMaring ;

{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 training of Nigerians
in all phases of petroleum operations handled directly by the licensee or
tiirough agents and contractors of the licensee, and

(i) provision for scholarship schemes, internships, continuous
professional development and other training requirements.

(4) An application for the grant, renewal or extension of a licence or
permit shali—

(@) be made to the Authority in the form and manner prescribed by
regulation ;

(&) be accompanied by the payment of a prescribed {ee, 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 grant, renewal or
cxtension of a licence or permit, with non-confidential information as may be
necessary to facilitate the filing of the apptication.
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(6) An applicant for a licence or permit, wheo 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 shail consider information presented inrespect 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
reasonable time within which the applicant may make further representations.

(10) The Authority shall consider any representation made by an applicant
for a licence or permit on the refusal of an application, where such represen tation
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 refusat of an application may apply to the Federal High Court
for ajudicial review. '

112.—(1) The Authority shall publish a notification of any application
made for the grant of a licénce or renewal under this Part in a manner prescribed
by a regulation under this Act. o

(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
preseribed by regulation under this Act. '

(3) Upon the grant or renewal of a licence, the Autharity shall publish
notification of the grant or renewal in the form and manner prescribed by
regulation under this Act.

113.—(1) The Authority shail make regufations and guidelines for the
grant or renewal of ticence for midstream and downstream petroleum
operations. o o
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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 2as
delivery obligation.

(3) The Authority shall ensure third party access to facilities and pipclines
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 are operated by the licensce on
an open access basis.

(4) The Authority shall encourage third party investment in facilitics and
pipelines for midstream and downstream petroleum operations.

(3) 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 malters
specified in the licence or permit ;
() undertake or refrain from anything specified in the licence or permil ;

(c) secure the approval of the Autharity 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 ;

(£} 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 ;

{#) impose restrictions on the disposal of assets ;

(7) adhere to undertakings made within a business plan submitied as part
of the application process ;

(k) prepare and submit to the Authorily 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 permitmay
cease to have effect or be modified in accordance with terms 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 ¢class and
any difference in the conditions in the licence or permit shall only be for good
reasons, which shall be published in the Federal Government Gazerte.

{4) Suhject tothis 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—

{ar} specific purpeose ;
{b) specified geographical area and route ; or
{¢) combination of paragraphs (&) and (5).

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 Govesnor 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 discrimirate against
customers, classes of customers or their related undertakings in respect of
access, tariffs, prices, conditions or standards of service, except for justifiable
and identifiable differences regarding matters such as quantity, transmission
distance, length of contract, load profile, interruptible supply or other
distinguishing features approved by the Authority.
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117.—(1) A holder of a licence or permit shall not, without the prior
written consent of the Authority, assign or transfer its licence or permit or any
right or obligation arising from the licence or permit.

{2) Anapplication for assignment or transfer of a licence or permit shall 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,—

() follow the same procedure with appropriate modifications :

(b} apply the same rules and criteria ;

(¢) consider the same issues as if the party to whom the licence or
permit is being assigned or transferred is applying for a new licence or new
permit ; and

(d) consider the representations imade (o it by third parties in respect of
the applicaticn,

(4) The Authority shall, subject to subsection {3}, cominunicate in wiiting,
its approval or refusal of an application for assignment or transfer of a licence
or permit within the time prescribed by regulation 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 shali 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 within which
further representation may be made by the applicant or by a third patty 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
toa licence or permit or include additional conditions subject ta subscction (2).

(2) The Authority shall not suspend or amend any condition applicable
to a licence or permit or include additional conditions to a licence or permit
unless it gives the holder—

() 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 o 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 a regulation under
this Act.

(4) Aholder of a ticence or permit who is dissatisfied with the decision
of the Authority to suspend or amend a condition in a licence or permit may
apply to the Federal High Court against the decision.

119.—{1) The holder of a licence or permit may, upon an application in
the form, manner and meeting any condition prescribed by the Authority in a
regulation 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 ;

{¢) another qualified person is willing 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 cou-hed 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 z ficence or
permit under subsection (2) shall be as prescribed by regulation.

120.—(1) Notwithstanding the provisions of Chapier 2 of this Act related
to midstream and downstream petroleum operations, a licence or permit may
be revoked, where—

(@) the holder becomes insolvent, bankrupt, enters into an agreement or
composition with ifs 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 permit fails to comply with applicable laws
and regulations on terms and conditions of its licence or permit ;

() the holder interrupts midstrearn or downstream petroleum eperalions
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 interruption ;

(f) the holder assigns or transfers any interest in the ficence or permit
without obtaining the prior written consent of the Authority ;

(g) the holder has acquired the licence or permit based on false
representation or contrary to corrupt practices and money laundering laws

(/) the holder has failed to comply with environmental obligations as
required by law or the provisions of the licence or permit ;

(i) the holder is owned wholly or in part, directly or indirectly or is
controlled by a former or serving public official or member of the
Government, who obtained his interest in the applicable licence or lease
other than as permitted by applicable law ; and

{7} the holder fails to abide by any expert determination, 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 ficence or
permit under section 120 of this Act, the Authority shatl—

(&) serve a notice of defauit on the hoider setting forth in reasonable
detail the default of the holder ; and

(b) give the holder 60 days within which (o remedy the defaull.

(2) Where the Autherity is satisfied with the remedy of the holder under
subsection (1) (£), the revocation process shall terminate.

{(3) Where, at the expiration of 60 days, the holder fails to remedy Lhe
default, the licence or permit shall be terminated.
(4} A notice of default sha!l be—
(@) sent by the Authority to the last known address of the holder of
licence or permit or its Jegal representative in Nigeria, or

(b) published in the Federal Government Gyzeire o¢ on the website of
the Authority,

each of which shail 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—
() liabilities which the holder may have incurred ; or

(&) 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 shall, in exercising its powers of commercial
regulations, be guided by the foilowing principles in designing a pricing
framework for transportation, distribution and processing petrolewm tariffs—

(e} for transportation, distribution and processing of petroleum shall be
on a cost-reflective basis ;

(b) charged shall permit a reasonable return for licensees on their
investments ;

(c) shall not discriminate between customers with similar characteristics
under section 116 of this Act : and

(d) shalt 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 publishied 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 bzsed on the Securities and
Exchange Commission over the counter market rate or any successor rate :

(b) the capital costs may be recovered in equal installments over a
peried as determined by the Authority ;

(c) the after tax rate of return on equity shall be such that it attracts
major investment and the rate of return shall apply during construction ;

(d) where short pipelines connecting producers or consumers to a gas
transport pipeline or gas transport pipeline network and in other justified
cases, the Authority may approve that capital costs be based on 100%
equity, otherwise a reasonable debt or equity ratio shali 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 altocation for overhead and profit margin
on operating costs, shall be recovered and the costs shall be adjusted for
inflation ;

{2) line losses and gas energy use shall be taken into account ;

(/1) any applicable tax, levy and duty shall be recovered ;

(i} where capital costs have been fully recovered, the tariff shall no
longer include the items under paragrapls (&), (¢) and (4} ; and

() tariffs shall be based on the estimated throughput as estitated 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 transportation network or
transportation pipeline or in other cases where justified in the opinion of the
Authority.

123,—(1) Tariffs charged by licensees for the use of any facility or
infrastructure licenced by the Authority for use in midstream and downstream
petroleum operations shall be set according to one or more tariff methodologies
adopted by the Authority for a particuiar set of licences, in conformity with
the applicable fiscal regime, provided that the tariff methodologies shall—

(«r) 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 ofthe business ;
{¢) ensure the continued improvement of the quality of services ;

{d)) aveid discrimination between customers with similar characteristics,
such as simitar size or similar consumption profile under section 116 of this
Act

{e) in case of distribution licences, ensure efficient charges relating to
petraleum product ot natural gas supply covering Acting, metering and other
services ;

(f) avoid economic distortions and ensure a competitive market for the
sale and distribution of petroleum products and natural gas in Nigeria ; and

{g) aveid 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 establishinga tariff methodology, initiate
and conduct a stakeholders’ consultation in the manser specified in su bsection
(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’ consu ltation referred to in subsection
(3), the Authority shall publish in at least two national newspapers with wide
coverage and on its website, notice of—

(&) the stakeholders’ consultation ;
(b) its invitation to licensees and stakeholders to participate in the
stakeholders’ consultation ;

{¢) the venue and period during which tie stakeholders’ consultation is
to be held ;

() the nature of the matter to which the stakeholders® consultation relates ;
(¢) the matters upon which the Authority would require submissions .

() 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 s0.

(7) A tariff methodology made under subsection (6) shall be valid for six
months with effect from its commencement date, except it is confirmed
following a stakeholders’ consultation conducted in accordance with subsections

{4y 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.
Approval 124.—{1) A licensee subject to tariff regulation by the authority shail—
;t%“caﬁm (2) propose tariffs for the approval of the Authority prior to the application
of charging of the charges ;
structures. (&) impose tariffs in accordance with the approval referred to under
paragraph (a) ; and
(¢} publish the tariffs as required by the Authority in a manner that
ensures that the customers of the licensees-are able to identify and caleulate
the charges for which they will become liable.
(2) The Auithority shialt, 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 I[V—ADMINISTRATION OF MIDSTREAM AND DOWNSTREAM
Gas OPERATIONS
Activities 125.~(1) Except in accordance with an appropriate licence issued by
requiring a the Authority, a person shall not undertake the following activities with respect
licence for to midstream and downstream gas operations—
midstream
and (o) establish, construct or operate a facility for the processing of natural
downstreant gas ;
Eferations. (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 ;
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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
(/1) 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 shalf not undertake the following activities with respectto
downstream gas operations—

(«r) retail trading, distribution or suppties 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 addittonal 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) seize the Tacilities 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; of
(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—

{@) 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 reguiation, 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 ensurefgontinuity 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

() matters ancillary to or consequential on the activities set out in
paragraph (a).

127. Subject to applicable taw 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 ;

(2) 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
licence, take into account the economic case forthe specific facility as provided
under subsection (1), including the potential demand for its use.

130. The holder of a gas processing ticence shall undertake the activities
contemplated by the licence in a manner that complies with the following
general obligations—

(@) to construct, operate and maintain its gas processing equipment and
facilities in an economical, safe, reliable and environmentally sustainable
TRanNner ;

() 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 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 commitmeiits 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 to 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—

() the holder shalt not process natural gas on its own account, where
the licence is issued on an open access basis ;

() a licensee operating on its own account, being an affiliate of alessee,
may own, or the affiliate may own, the natural gas in a gas conditioning
plant or gas processing plant for the purpose of conditioning or processing
natural gas from the fields under lease with the affiliate, subject to such
third party access provisions as may be included in the licence ;

(c) a licensee operating on its own account, who is also a whotesale
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 jicenced 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 ;

(¢) 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

(f ) the holder shall mark, maintain and secure the boundaries of its
facilities and associated infrastructure constructed under the terms of its
licence and any law in force.

132.—(1) Subject to sections 111 and 125 of 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
undertake the bulk storage of natural gas either for its own account or on
behalf of customers as stipulated in the licence.

(2) The Authority shall, in considering an apptication for a bulk gas storage
licence, take into account the economic case for a bulk gas storage facility,
including 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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(o) 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

(i) 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 technical and operational rule of practice concerning
the operation of its facilities;

() conduct its licenced activities in a non-discriminatory manner under
section 116 of this Aet, where the licence is issued on an cpen access basis ;

(g) manage its facilities as a reasonable and prudent operator ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

134. In addition to conditions the Authority may impose under section  Conditions
114 of this Act, a bulk gas storage licence shall be deemed to be granted applicable to

subject to the conditions that— a bulk gas
stoerage

(¢} a licensee operating on its own account, being an affiliate of a  licence.
lessee, may own, or the affiliate may own, the natural gas in the bulk storage
facilities for the purpose of storing natural gas from the fields of the
affiliate, subject to such third party access provisions as may be included
in the licence ; '

{h) 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
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(e) the holder mark, maintain and secure the boundaries of its Tacilities
and associated infrastructure constructed under the terms of its licence
and any law in force,

135.—(1) Subject to sections 111 and 125 of this Act, the Authority
may upon approval of an application and payment of prescribed fees, grant
and issue a qualified person a gas transportation pipeline licence with the
exclusive right to own, construct, eperate 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 sconomic case for a gas
transportation pipeline, including the potential 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—

() establish and make available to the public at its offices, the—

(i) 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
estabiished by the Authority, and

(i) method of response 1o the request for its service ;

(b) construct, operate and maintain its gas transportation pipeline in a
safe, economical, and reliable manner taking into account any strategic
plans formulated by the Authority ;

(¢) meet on a reasonable endeavours basis requests for transportation
above contractual volumes ;

(d) 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 commeon 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;

(2) manage its gas transportation pipeline as a reasonable and prudent
operator;

() where the pipetine 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. Agastransportation pipeline licence shall, in addition to theconditions  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, who is an affiliate of a
lessee, may own, or the affiliate may own, the natural gas in a gas
transportation pipeline, for the purpose of—

({) connecting marketable natoral gas produced i 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 ;

(d) 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, subject to
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 cther Act;

(f) the holder shall have regard to the effect of its licenced activities on
the environment and comply with the requirements of environmental protection,
management and restoration under this Act and any law in force ;

(g} the 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—

(f) determine and advise the Authority on the characteristics of the
gas to be transported, and

(i) cooperate with the Authority in determining possible third party
access to the pipeline ; and

(7) 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 111 and 125 of this Act, the Authority may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a gas transportation 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
0it an open access basis ;

(6) 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 fo other parties
for the operation of isolated or dedicated gas transportation pipelines and for
connecting to the gas transportation network.

139. The gas transportation network operator shall exercise the rights
and obligations imposed on it in a manner that complies with the following
general obligations-—

(a) establish and make available to the public at its offices, the—

(i) procedure, terms and conditions for obtaining and terminating access
and interconnection services to the transportation network, and

(i1} 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 transportation ;
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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) consult with and obtain from the Authority written permission prior
to any modification of technical and operational rule of practice concerning
the operation of its gas transportation network ;

(e} 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 ticensees and permit holders operating
essential infrastructure ;

() 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—

(2) 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 reascnably
incurred in undertaking its licenced activities, subject to any restrictions or
conditions inposed by the Authority with respect to both the level and
structure of its charges ; and

(¢) to purchase natural gas for its own operations for purposes such as
testing and commissioning of facilities, compression and line fill, but shall
not supply natura} gas to customers on iis 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) A company who is a lessee producing natural gas is a qualified person
for the purpose of subsection (1) and sha!l be entitled to apply for and be
issued with a wholesale gas supply licence by the Authority.

(3) A wholesale gas supply licence authorises the supplier to—

(a) purchase natural gas directly from any lessee or third party ; and

(5) sell and deliver wholesale gas to wholesale cusiomers and gas
distributors at any location in Nigeria.

143. A wholesale gas supplier shall undertake the activities contemplated
by the wholesale gas supply licence in a manner that complies with the following
general obligations, to—

(@) provide a reliable supply of wholesale gas to wholesale customers
who have entered into a gas purchase and sale agreement with the
supplier ; and

(B) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

144. Subject to the provisions of this Act, the Authority may grant the
following specific powers or authority to a wholesale gas supplier to facititate
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
licensee's charges and costs reasonably incurred in the supply of wholesale
gas, including the cost of natural gas incurred by the supplier, the cost of
transportation of natural gas ; and

{c) enter a premises, in accordance with a metering code issued by the
Authority, for the purpose of reading the meters, testing and maintaining
metering equipment, disconnecting customers and to remove the meters.
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145.—(1}In addition to conditions the Authority may impose under section
114 of this Act, a wholesale gas supply licence shafl 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 ;

(&) supplying marketable natural gas to a wholesale customer with whom
the supplier has entered into 2 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

(iif) pay the respective tariffto the supplier for the gas transportation
pipeline owned by the supplier,

subject to safety and network capacity constraints |

(c) conducting its licenced activities safely and reliably in compliance
with any law in force and prescribed health and safety regulations issued
under this or any other Act ; and

(d} complying with customer protection measures in accordance with
sections 164, 165 and 166 of 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

(b) establish, construct and operate facilities to deliver compressed natural
gas and small 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.
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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

(k) 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 liquefaction
facilities in a safe, economical, and reliable manner taking into account any
strategic plans formutated by the Authority ;

(¢) shut down its gas compression and liquefaction facilities in
emergencies in order to carry out maintenance or respond o curtailment
directives issued by the Authority ;

{2) 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 out 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

Hicence. payment of prescribed fees, grant and issue a qualified person gas distribution
licence with rights to establish, construct, and operate a gas distribution systemn
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 ane 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—-

{a} include provisions for providing third party access to the gas distribution
network to a gasretailer 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) Subjectto subsection (6}, the gas distributor shall own the marketable
naturai gas in the gas distribution network.

149, A gas distributor shall undertake the activities contemplated by the
zas distribution licence in a manner that complies with the following general
obligations, to—

(ery develop, operate and maintain an economical gas distribution network
for the safe and reliable conveyance of natural gas ;

(k) ensure areliable and efficient distribution of natural gas to customers
on request, provided that it is economical to do s0;

(c) 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 other Act ;

(e}connect all customers within its local distribution zone in accordance
with regulations if economically practicable todo so;

{fyoffer 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 protection measures set out in sections 164,
165 and 166 of this Act ;

(#) 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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159. 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 io 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—

{@) conducting its ficenced activities in a safe and reliable standard in
compliance with prescribed management, health and safety related regulations
issued under this or afny other Act;

() 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 shal! consult stakeholders on the proposed
distribution development plan and any amendmeuts 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 & qualified person a domestic gas aggregation licence.

(2) The duration of the domestic gas aggregation licence shall be fora
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 untii the attainment
of liquidity in the domestic gas market pursuant to the criteria of section 167
(3) of this Act, whereupon gas aggregation sha!! 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 s¢lf-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 ;

{(5) implement a natura! gas management model, through which the
demand and supply of natural gas for use in the strategic sectors shall be
monitored ;

(¢} 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-like and transparent manner and
shall not engage in any anti-competitive behaviour and practices ;

(f) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ;

(2) 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 shali pay the producer clients for their
supplies of natural gas under this Act ; and

(k) do other things as are necessary o 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) shali not be a company that is
controlled by licensees or lessees of upstream petroleum operations or by
wholesale customers or is an afftliate 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 coniinue to use the escrow account mechanism
as provided for under section 154 (g) of this Act and where such agreement
is conciuded 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 uader 154 (g) of this Act shall be based on the prices for
marketable naturaj gas established by the Authority under section 167 of this
Act.

158.—(1) The Authority shall, following consultations with interested
stakeholders, issue regulations—

(a) defining the class or classes of customers that shall constitute eligible
wholesale customers under this Act, and

() specifying the qualifying criteria for the classification:

Provided that the regulations may be amended from time to time to facilitate
the introduction of competition in supply and any amendment of the regulations
resuiting in a change of the class of customers shall not affect the rights and
obligations of parties under nataral gas supply contracts entered into prior to
such amendment.

(2) Wholesale customers shall be entitted 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 Autherity 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 regutations under subsection
(1) for the trading and settiement of wholesale gas in consultation with industry
participants and interested stakeholders. '

160.—(1) The operation of a gas gransportation 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 commen 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 permitied access to an open access gas
transportation 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 shali set out standard terms and conditions
for connection to, interconnection with access and use of the gas transporfation
network.

(3) Where a gas transporzation pipeline is isotated 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—

() provided on a non-discriminatory basis between system users with
similar characteristics under section 116 of this Act;

(b) provided in respeet of any available capacity, where the capacity is
not subject ta 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 170 of this Act.

(2) Connection agreements may be entered into between—

(«) gas transportation pipeline owners and gas transportation network
operator ;

(b) a gas distributer and the gas transportation network operator, where
a gas distribution network connects to the main transportation network ; or

(¢) a supplier and atransportation 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
distributors to—

{«) publish their terms of supply or distribution inciuding tariffs, other
than for negotiated tariffs under section 122 (4) of this Act;

(b) establish or 1o facilitate the establishment of a forum at which
customers are able to express their views and raise concerns ;
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{c) formulate and adhere to standards of performance as are, in its
opinion, necessary to ensure the safety, reliability and quality of supply and
distribution services to customers and set penaities, pursuant to regulations,
for faifure 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—

(i) the instatlation, testing, maintenance and reading of meters,
(i7) fault repairs and response to customer ermergencies,

(i) the connection and disconnection of customers,

(iv) responding to customer complaints and complaint resolution,
(+) Billing and 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 ficensees.

(5) The Authority shall, in developing customer protection regulations,—

(cr) 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.

165. The Authority shall, at its discretion and at such time or times as it
deems appropriate, designate distributors of last resort and suppliers of last
resort to provide services to customers—
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(a) where an existing gas distributor for a local distribution zone, a
petroleum product distributoror a supplier becomes insolvent, is unable to
provide licenced services or has had its cence suspended or revoked,

(b) where the gas distributor for a local distribution zone or supplier
refuses or fails to fulfil the terms of its licence to distribute or supply natural
aas or petrolenm preduct 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
requires 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

(b) a statement of any COSiS reasonably incurred in undertaking the
transfer, which if approved by the Authority, shail be recoverable through
regulated 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 & determine the prices referred 10
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—

(@) 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
sellers, based on criteria established by the Authority in consultation with
the stakeholders and at such time the provisions of subsections (4), (5). (6)
and (7) and section 168 shall no longer be applicable and the criteria under
this subsection may include that certain classes of wholesale customers,
but not all, of the strategic sectors willne longer be subject to price gontrols
as part of an ongoing process towards full free market condtiions.
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(4) The aggregate gas price for a month shali be the price calculated
based on the procedures established by the domestic gas aggregator on the
basis of the prices determined by the Authority under subsection (1).

(5) The price of marketable natural gas applicable to the power sector
shall be the domestic base price at the marketable natural gas delivery point.

(6) The price of marketable natural gas applicable to the commercial
sector shall be the domestic base price at the marketable natural gas delivery
point plus US $0.50 per MMBtu.

(7) Gas distributors shall not be part of the strategic sectors and shall
negotiate the supply and pricing of their natural 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 shatl pay for the trapsportation
cost of the marketable natural gas from the marketable naturat gas delivery
point to the facilities of the who lesalz customers.

(9) The wholesale gas suppliers, wholesale customers of the strategic
sectors and gas distributors shall, for the purpose of transportation, have the
optien to—

() use the gas transporiation network applicable to their geographical
areas ; Of

(b) obtain z gas transportation licence in order to transport their natural
gas connecting to the gas transportation network, another existing gas
transportation pipeline or directlytoa marketable natural gas delivery point.

(10) Each producer client 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 for 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 to
be added for delivery to the respective gas based industries.

(5) The Authority may by regulation adjust the price mechanism to add
other gas based 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, of

{c) a particular licensee is a dominant provider,

the Authority shall regulate the prices charged by licensees in respect of the
activities, in a 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 shall 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 consnit with licensees. industry participants and
stakeholders before undertaking a pricing review or establishing a methodoltogy
for regulating prices and revenues earned by licensees providing monopaly 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 transportation pipelines for natural
gas, distribution and supply ; -

(b) the prices charged for each licenced activity shall reflect the costs
incurred in the efficient provision of that activity ;

(¢} prices charged shali permita 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.
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171. The Authority may issue regulations imposing public service
obligations on Jicensees in relation 10 matters including—

{a) security of supply ;

(b) economic development and the achievement of wider economic policy
objectives;

(c) environmental protection ; and

(d) health and safety.

172.—(1) The Authority shall, by regulation, 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 collection and remittance of,
the public service levy imposed on each customer shall be set out in the
regulations contemplated by subsection {1).

173.—(1) The Authority shall, prior to the 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 wholesaie
customers of the strategic sectors.

(3) Each wholesale customer of the strategic sectors shall have the
right to negotiate its own supply contracts directly with lessees or suppliers
and where the wholesale customer is of the view that the contracts are
satisfactory for its requirements, it shall inform the—

{&) Authority that there is no need to be a customer client of the domestic
gas aggregator : and

(#) Commission of the lessees from which the required marketable
natural gas has been obtained.

PART V—ADMINISTRATION OF MIDSTREAM AND DOWNSTRE AM
PrerriLeun Liguins OPERATIONS

174.—(1) Except in accordance with an appropriate licence issued -
the Authority, a person shall not undertake the following activities with resy.2
to midstream petroleum liquids operations—

(&) establish, construct or operate a terminal or other facility for the
export or importation of crude oil or petroleum products

() establish, construct or operate a crude oil refinery .
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{¢) establish, constractor operate a pipeline for the bulk transportation
of petrofeum liquids ;

(d) engage in bulk transportation of petroleum tiquids by rail, barge or
other means within Nigeria ;
() establish, construct or aperate a facility for the bulk storage of
petroleum liquids;
(f ) establish, construct or operate a petroleum liquids transportation
network ;
2) engage in the bulk sale of petroleum liquids ; or

(k) undertake construction or operation of any facility for the production
of lubricants or petrechemicals based on petroleum products.

(2) Except in accordance with an appropriate licence or permit issued
by the Authority, a person shail not undertake the following activities with
respect to downstream petroleumn 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

(¢) undertake distribution, marketing or retail trading of petroleum
products.

(3) The Authority may, by regutation, prescribe additional activities to be
undertaken only on the basis of a licerce or permit and shall have power to
issue licences or permits for the activities in accordanece 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 ;

(¢) 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.

(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 misieading statement, the Authority may—

(&) 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.

(9) Crude handling agreements and any other agreements among parties
entered into prior to the effective date related to midstream or downstream
operations shall be submitted for review to the Authority and the Commission
and where so ordered by the Authority or Commission, as the case may be,
amendments shall be made in such agreements to comply with the Act.

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 liquids operations, which shall include—

() the establishment and operation of a wholesale market. 1o ensure the
continuity of supply of petroleum products to customers, that will apply to
the owners and operators of crude oil refineries, fransportation pipelines
and other facilities or vessels For the bulk transportation of petroleum liquids,
bulk storage facilities for petroleum tiquids 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 permit 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
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 petroleum liquids 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 Autherity

may subsequently grant the same fora licence or permit.

178.—(1) The Authority may in consultation with licensees and other

stakeholders witli 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.

v

(2) The network code may include the following matters—

{«) a connection and interconnection poticy, standard terms for connection
to an open access petroleum liquids transportation pipeline or petroleum
liguids transportation network and a statement of the conmection charging
methodology ;

(b} a mechanism by which users reserve capacity in facilities and
infrastructure and at any time there i a greater demand for access than
available capacity, 2 mechanism for allocating capacity between users |

(¢) the nomination ;

(d) requirements for the provision of information to the petroieum liquids
fransportation network operator about the volume, timing and flow-rate of
injections into and withdrawals from the petroleum liquids transportation
network ;

(e) the structure of charges and the applicable tariffs charged for using
the petroleum liquids transportation network ;

(7) the balancing of crude oil, condensates or petroleum products being
conveyed ;

(g) registration arrangements ;

(i) metering, altocation and settlement arrangements ;

(i) 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 shall 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—

(@) 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 nsed with respect to midstream petroleum liguids operations
shall be—

(@) undertaken on a non-discriminatory basis between system users

with similar characteristics under section 116 of this Act,

(0} provided in respect of any available capacity, where the capacity is

not subject to a previous coniractual 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—

(«) establish, administer and ensure the storage and distribution of the
national strategic stocks of petrolenm products in accordance with regulations
issued by the Authority ;

{b) determine and publish the amount to be charged as a tevy for the
financing of the national strategic stocks, which shail form part of the retail
price of each petroleum product, such levy to be determined as a percentage
of the retail price and be deducted on wholesale basis ; and

{c) designate, in consultation with the appropriate authorities and national
security agencies, the strategic locations across the country where the
national strategic stocks shall be distributed and maintained.
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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 to sections [11 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—

(a) procure, construct, instalt and operate facilities to process crude oil
on its own account into derivative chemicals and petroleum products ; and

(B) sel} such chemicals and petrolesm 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 potentiat 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—

() procure, construct, install, operate and maintain its refinery and
associated facilities in an economical, safe, reiable 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 ;

(¢) manage its faciiities as a reasonable and prudent opergior |

(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 ;

(2) produce petroleum producisto a quality suitable for the transportation
system as specified in the licence ;

(f) produce petroleum products i a quality suitable for use in accordance
to the specifications approved by the Authority ;

{g) treat all customers ina non-diseriminatory 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 oi} refiner shall have the right of access to facilities,
inctuding harbours, jetties, petroleum bulk storage, teansportation facilities and
pumping insta!lations in accordance with the open access or third party access
requirements and the tariff methodology approved by the Authority.

186. [n 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—

(@) conduct its ficenced activities 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 ofits 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 ol its licence and
any law in force 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 licence authorising
the holder to undertake the bulk storage of petroleum liquids whether for its
own account or on behalf of customers as provided for in thz Jicence.

(2) In considering an application for a bulk petroleun: liquids storage
licence, the Authority shall take into account the economic case for bulk storage
facility, inctuding 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 following general obligations, to—

() establish and make availabi: to the public at its offices, the—

(i) procedure for obtaining third party access or open access, as
provided for in the ticence, throughput and terminating its services, and
(i) method of response to the request for its 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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() grant third party access Lo use or have access to spare capac ity within
its facilities for the purpose of ensuring competitive supply of crude oil and
petroleum products, where the licensee operates on its owi account ;

(e) consult with the Authority and obtain wrilten permission prior 10 any
modification of technical and operational rules of practice concerning the
operation of its facilities ;

(f) conduct its licenced activities ina non-discriminatory manaer between
ali classes of customers under section 116 of this Act, where the licence is
for bulk storage for customers and is operated on an open access basis ;

(g) manage its facilities as a reasonable and prudent operator ; and

(h) abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition.

189. In addition to conditions as may be imposed by the Authority under
section 114 of this Act, a bulk petroleum liquids 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 petroleun: liquids contained in the storage and
where the licence is operated on an open access basis the licensee shall not
own the petroleum liquids ;

(b) conduct its licenced 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 consiructed 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
in the licence for its own account with third party access provisions or as
common carrier as stipulated in the licence.

(2) In considering an application for a petroleum fiquids transportation
pipeline licence, the Authority shall rake into account the economic case
for a petroleum liquids transportation pipeline including the potential demand
for its use,
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191. The holder of a petroleum liquids transportation pipeline licence
shall undertake the activities contemplated by the licence in a mannet that
best complies with the following general obligations—

(&) establish and make available to the public at its offices, the—

(/) procedure for obtaining and terminating transmission and
interconnection services, and

(if) method of response to the request for its service ;

(b) construct, operate and maintain its petroleum liquids transportation
pipeline in a safe, economical, and reliable manner taking into account any
strategic plans formulated by the Authority ;

(¢) manage supply shortfalls and meet on a reasonable endeavours
basis requests for transportation above contractual volumes ;

() 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 ficence 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 ;

(f) consult with the Authority and obtain written permission prior to any
modification of technical and operational rules of practice concerning the
operation of its pipeline ; _

(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
liquids transportation pipeline for the purpose of removing petroleum liquids
from the lease ;

{¢ywhere 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 ina petroleum liquids transportation pipeline, for the purpose
of connecting to a lessee or wholesale customer to or from a petroleum
liquids transportation network or petroleurn fiquids transportation pipeline,
subject to third party access provisions as may be included in the licence ;

{d) where the holder is a company that also liolds licence as a petreleum
product distributor, operating ot its own account, may own the petroleum
liquids in a petroleum liquids transportation pipeline, 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 a company that also holds a licence to be a wholesale
petroleum liquids supplier, operating on its own account, may own the
petroleum liquids ina petroleum liquids transportation pipeline, for the purposz
of connecting to a lessee or wholesale customer to or from a petroleum
liguids transportation network or petroleum liquids transportation pipeline,
subject to third party access provisions as may be included in the licence ;

(f) conduct its licenced activities safely and reliably in compliance with
any taw in force and prescribed health and safety related regulations issued
under this Act ;

(g) bave regard to the effect of its licenced activities on the environment
and comply with the requirements for environmental protection,
management, and restoratiott under this Act ; and

(k) mark, maintain and secure the boundaries of the pipelines and
associated infrastructure constructed under th* terms of its licence.

193.—(1) Subject to sections 111 and 174 of this Act, the Authorlty nay
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 petreleum liqt_lids'through the transportation hetwork ;

() balancing the inputs and off takes from the transportation netwaork ;

(c) providing open access to the transportation network ; and

() charging for the use of the transportation network.

(2) The Authority shall grant only one petrcleum liquids transporta:idn
network operator licence for specified petroleum Heuids 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 shatl exercise

g::'e? ofa  therights and obligations imposed on it in a manner that best complies with the
roigum . . .

liquids following general obligations—
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and interconnection services to the transportation network, and
(i7) 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 ;

() operate a nomination and talancing mechanism a1d an equitable
curtailment of transportation whenever technical or operational expediencies
requite ; '

() consult with the Authority and obtain written permission prior to any
medification 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 collaboration 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 wvith the network
code ;

(g) manage the transportation network as a 1easona1: le and prudent
operator ;

{17y abstain from activities, which in the opinion of the Authority may
prevent, restrict or distort competition ; and

(i) enter into-agreements with transportation pipeline owners, distributors
and wholesale customers for connection to, and operation of, the
transportation network.

195, Subject to this Act, the Authority may grant the fcllowing special
powers or authority to a petroleum liquids transportation network operator to
facilitate the conduct of its licenced activities— ;

() the power to request and obtain from shippers infor nation required
to operate the nominations and balaicing mechanism to operate the network
or to facilitate competition ;

() 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 leve} and structure of its
charges ; and

{¢) to purchase petroleum Hquids for its own operations for purposes
such as testing and commissioning of facitities, compression purposes and
line fill.

196.—(1) In addition to such conditions as may be imposed by the
Authority under section 114 of this Act, a petroleum liquids transportation
network operator licence may include an obl igation to develop market rules in
accordance with the provisions of this Act.

(2) A petroleum liquids transportation network operator may be owner
of any or all of the petroteum liquids transpertation 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
owners shall be paid by petroleum lquids transportation network operator the
tariffs determined for non-operating owners of the pipelines.

(4) A petroleum fiquids 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
cther 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 liquids 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 petrolenm 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 fo;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—

(d) 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
licence 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 ;

() 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 petrofeum
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

() 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.

200.—(1) In addition to conditions as may be imposed by the Authority
under section 114 of this Act, 2 wholesale petroleum liquids supply licence
shall be deemed to be granted subject to the supplier—

(@) ensuring a reliable and efficient supply of petroleum lquids to
customers on request, provided that it is economically feasible ;

(b} supplying petroleum liquids on request to a customer who is willing
and able to pay for connection to the transportation network or transportation
pipeline, subject to safety and network capacity constraints ; and

(¢) conducting licenced activities safely, reliably and in an
environmentally friendly manner in compliance with any law in force
and any health and safety related regulations issued by the Authority
under this or any other Act.

(2) A wholesale petroleum liquids supplier shall undertake its licenced
activities in a manner that best complies with the covenants and conditions of
the licence and with customer protection measures approved by the Authority.

201. 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 product distribution licence.

262. In addition 10 conditions the Authority may impose under section
114 of this Act or that may be prescribed by regulation, a petroleum product
distribution licence shall be deemed to be granted subject to the duty of the
holder to—
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(«) develop and raintain a safe, efficient, reliable and economical service
for the distribution of petroleum products to individual customers and
petroleum product retailers;

(b) carry on its business in a manner that wil] promote competition and
avoid monopoly in the retail supply of petroleum products in Nigeria;

(c) conduct its licenced activities safely and reliably in compliance with
any law in force and prescribed eny sronimental, health and safety regulations
issued under this or any other Act ;

(d) publish the pricesto be charged and to be paid by a personto whom
the distributor sells petrojeum products in a mannes to ensure adequate
publicity unless the Authority prescribes otherwise ;

(¢) avoid undue preference or discriminate as between persons or any
class of persons in establishing prices ; and

() comply with customer protection measures approved by the Authority.

203.—(1) Subject to sections 111 and 174 of this Act, the Authotity may
upon approval of an application and payment of prescribed fees, grant and
issue a qualified person a petroleum productretait licence authorising the holder
ro establish, construct and operate a facility to be employed for retail sale of
petroleum products.

(2) The Aushority shall issue guidelines in respect of the process forthe
establishment, construction and operation of facilities to be employed by
petroleum product retailers for retail sale of petreleum products.

204.—(1) Subject to sections 111 and 174 of this Act, the Authority may
upon approval of an application and payment of preseribed fees, grant and
issue a qualified person 2 petrochenticals production licence authorising the
holder to establish, construct and operate a facility for the production of
petrochemicals and sell the petrochemicals produced.

(2) The Authority shall issue guidelines in respect of petrochemicals
production licences.

205,—(1) Subject to the provisions of this section, wholesale and retail
prices of petroleum products shall be based on unrestricted free market pricing
conditions,

(2) Where the Authority determines that a particular licenced activity is
a monopoly service or a service by an excessively dominant supplier, the
Authority shail have the power to regulate the tariffs and prices charged by
the respective licensee in respect ofthe activities in a manner consistent with
the Authority’s duties under this Act and with the pricing principles set out in
section 207 of this Act.
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206.—(1) The holder of a wholesale petroleum liquids supply ticence
and a wholesale customer shall, subject to the provisions of this Chapter,
negotiate the wholesale prices directly between the parties on an arm’s length
basis, provided that the transfer price shall be transparent and reflect the
transfer price between the parties.

(2) The Authority shall have power to monitor bulk sale of petroleum
products and may publish market-based prices in order to ensure that the
sransactions are undertaken in a manner that transfer pricing between the
supplier and the wholesale customer are undertaken at a transparent arm’s
length basis.

(3} The supplier shall, within 14 days ofthe consummation of a transaction
relating to the bulk sale of petroleum products, provide the Authority with
information relating to the transaction including, where applicable, the cost
incurred by the supptier in the production or supply of the product and other
information relevant to the price at which the produet is sold.

(4) A supplier who knowingly provides information, which is false or
misteading with respect to the information required in subsection (3) is liable
to a fine stipulated by the Authority in regulations.

207. Where under section 205 (2) of this Act, the Authority regulates
the tariffs and prices of a licensee, the Authority shall allow the seller to
recover reasonably and prudently incurred costs, including a rzasonable return
on the capital invested in the business.

208. Licensees shall publish prices as required by the Authority in a
manner that ensures that the customers are able to identify and calculate the
extent of charges for which they will become fiable.

ParT VI—OTHER MATTERS RELATED TO MIDSTREAM
AND DOWNSTREAM OPERATIONS
209, The Authority may issue regulations imposing public service
obligations on licensees or a class of licensees, in relation tothe maintenance
of strategic stock for which the Authority shall approve a tariff to be paid by
the consumers.

210. The Authority shall, subject to the provisions of the Federal
Competition and Consumer Protecticn Act, have the respons bility to—
(¢) monitor the state of the markets regulated by the Authority ;

(5) administer, monitor and ensure compliance with e provisions of
this Act and any law or regulation issued in respect of competition and
market regulation ;
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(c) monitor market behaviour including the development and
maintenance of competitive markets ;

(d) arrest situations of abuse of dominant power and restrictive business
practices ;

(¢) assess whether the petroleum industry is operating efficiently or the
existing market arrangements may constitute barriers to entry into the market
for new market participants ;

(f) determine whether there isany anti-competitive activity being carried
on and exercise its powers under this section to preveat the continuance of
the activity ; and

(g) determine any pre-conditions and any transitional arrangements
required for any services to be offered competitively.

211.—(1) Subject to the provisions of the Federal Competition and
Consumer Protection Act, the Authority shall have the responsibility to prevent
anti-competitive behaviour with respect to midstream and downstream
petrolenm operations and may jake any or a combination of the following

actions—

(a) monitor and determine whether any conduct by a licensee or any
other person operating o intending to operate in midstream and downstream
petroleum operations—

(i) has the purpose or effect of substantiaily lessening competition in
any segment of the midstream and downstream petroleum operations,

(if) may likely result in anti-competitive of discriminatory conduct,
including an unlawful exercise of market power that may prevent
customers from obtaining the benefits of a properly functioning and
competitive market,

(iff) may amount 1o practices which reflect an apparent of probable
effect of crippling, excluding or deterring the entry of another person
into midstream and downstream petroleum operations, Of

(iv) may likely be indicative of an abuse of dominant position in respect
of the provision of any service ;

(b) consider how best to prevent or mitigate abuse of market power in
its decisions and determinations regarding matiers including licence
applications, grant oflicence, licence terms and conditions and the regulation
of prices for services in competitive markets ; and

(¢) where, in the opinion of the Authority there is or may be, ant-
competitive behaviour and in particular an abuse of market power, the
Authority shall—
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(f) issue “cease and desist” orders as may be required,

(#f) require and compel the disclosure of information from licensess,
(#if) undertake inquiries and investigations, and

(iv) levy fines prescribed by regulations issued by the Authority, which

shall not exceed 5% of the annual turnover of the company for the
preceding year.

{2) Notwithstanding the provisions of this section, where the Authority
deems it to be in national interest or necessary to preserve or promote the
benefits of a functional and effective competitive market, the Authority may,
o the application by a licensee or other person with the ability to influence the
price of petroleum products,—

{a) give written approval to the application upon such terms and conditions
and impose other requirements as it may deem appropriate ; and

(&) issue directions to prevent or mitigate any conduct that shail or is
fikely to lead to the unlawful exercise of market power that will prevent
customers from obtaining the benefits of a properly functioning and
competitive market.

(3) The Authority may at any time withdraw an approval granted under
subsection (2) upon such terms and conditions as it may deem appropriate.

212.—(1) The Authority may require the holder of a licence to maintain
separation in management, accounting or legal entities of its licenced or
permitted activities, which may prohibit the holder of the licence from directly
holding licences of another type.

(2) Licenced activities between a holder of a licence and an affiliate
shall be undertaken in a manner that the transfer pricing between both entities
is undertaken on a transparent arm’s length basis and in a manner that reflects
the pricing principles contained in sections 170 and 207 of this Act.

{3) A holder of a licence shall not, without the prior written consent of
the Authority, directly or indirectly acquire an interest in, purchase or merge
with another holder of a licence or an affiliate of a holder of a licence.

213. A holder of a licence or permit shall not discriminate between
custoniers or classes of customers or their related undertakings or network
users in respect of access, tariffs, prices, conditions or standards of service
under section 116 ofthis Act. )
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214, Inthe exercise of its powers under this Chapter, the Authority may  Considerations
consider— for exercise
. of the
(o) the relevant economic market ; Authority’s
{(b) global trends in the relevant economic market ; powers.
(c) the effect on the number of competitors in the market and their
respective market shares ;
{d) the effect of barriers to entry into the market ;
(e) the effect of any activity on the range of services in the market
(f y the effect of the conduct on the cost and profit structures in the
market ;
(g) the ability of any independent licensee or operator to make price or
tariff regulating decisions ; and
() any other matter which the Authority may deem selevant.
215.—(1) Where, in the opinion of the Authority, any act or activity Power to
prohibited under this Chapter has been or is likely to be undertaken by any  servenotice,
, he A itV may— is5Ue “cease
person, the Aunthority may: and desist”
{a) serve a notice on the person, specifying the act or activity and its  order
intention to issue a “cease and desist™ order ;
(b) direct the person to whom the notice is issued to do or not to do, the
specified act or activity ; and
(¢) specify the time frame for compliance with the notice.
{2) Where the person to whom the notice or directive issued under
subsection (1) fails to comply, the Authority may issue a “cease and desist”
order.
(3) The Authority may levy a fine not exceeding 5% of the annual
turnover of the company for the preceding year or revoke the licence of any
person who fails to comply with a “cease and desist” order or a directive
issued under subsection (1}.
ParT VII—CoOMMON PROVISIONS FOR UPSTREAM, MIDSTREAM
AND DoOwNSTREAM PETROLEUM (OPERATIONS
216.—(1) The Commission and Authority shall consult with stakeholders  Consultation
prior to finalising any regulations or amendments to regulations. for
regulations.

(2) The stakeholders to be consulted for any particular regutation shail
be lessees, licensees and permit holders that may be impacted by the regulations
and such other persons that may be interested in the subject matter of the
proposed regulation.
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(3) The Authority or Commission, as the case may be, may, in finalising
any regulation under this section, take into consideration any submission made
during the stakeholders’ consultation under subsection (1).

(4) Prior to holding the stakeholders® consultaiion under subsection (1),
the Commission or Authority, as the case may be, shal! publish in at ieast (WG
national newspapers with wide coverage and on its website, notice of—

(@) the stakeholders’ consultation ;
(b) its invitation to fessees, licensees, permit holders and other
stakeholders to participate in the stakeholders’ consultation ;

(c) the venue and period during which the stakeholders’ consultation is
to be held ;

(d) the nature of the matter to which the stakehoiders® consultation relates ;

(e) the matters upon which the Commission or Authority, as the case
may be, would require submissions ;

(f) the form in which stakeholders are to make submissions on the
subject matter of the stakeholders® consultation ;

(g) the period of notice for the commencement of the stakeholders’
consuitation, which shall not be less than 21 days ; and

(#) the address or addresses to witich the submissions may be sent.

(5) Notwithstanding the provisions of subsection (1), the Commission or
Authority may, in national interest and exigency of the situation, issue a
regulation without conducting a stakeholders® consultaticn.

(6) A regulation made under subsection (5) shall be valid for not
more than one year with effect from its commencement date, except it is
confirmed foltowing a stakeholders’ consultation conducted in accordance
with subsection (3).

(7) The Commission or Authority, as the case may bg, shatl fix a date
upon which the confirmed regulation under subsection (6) shall come into
effect and cause the notice of that commencement date 1o be published in at
least two national newspapers with wide coverage and on its website.

217.—(1) Where it appears to the Commission or Authority that the
holder of a lease, licence or permit is contravening, has contravened or is
likely to contravene any of the conditions of the lease, licence or permit, the
Commission or Authority, as the case may be, may publish a notice in a
manner as it considers appropriate to draw the attention of other persons
affected or likely to be affected by the contravention or threatened contravention
of the lease, licence or permit—
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(a) specifying the actual or potential contravention
(&) directing the holder to do or not to do, the things specified ;
(c) specifying the remedy and the timeframe for compliance ; and

(&) notifying the holder ofthe lease, licence or permit of its intention to
issue an enforcement order.

(2) The holder of the lease, licence or permit and any other interested
party shall be entitled to make representations against or in support of anofice
published under subsection (1) on a date specified in the notice.

(3) Where a holder of the lease, licence ot permit fails to comply with a
notice published under subsection (1), the Comnission or Authority, as the
case may be, may issue an enforcement order.

(4) The Commiission or Authority may not issue an enforcement order if
the holder of the lease, licence or permit—

(a) is able to demonstrate to its satisfaction that it is not contravening of
about to contravene a condition of a lease, licence or perntit, ot

(b) has ceased to contravene a condition of the lease, licence or permit:

Provided that where the earlier contravention was deliberate, the Commission
or Authority, as the case may be, may, at its discretion, impose a penaity as
prescribed by regulation.

(5) A holder of a lease, licence or permit who fails to comply with the
enforcement order under this section, contravenes the provisions of this Act
and is Hable as follows, the—

(@) Commission shall revoke the permit or recommend to the Ministerto
suspend or revoke the licence or lease ;

{b) Authority shall revoke the permit or recommend to the Minister 10
suspend or revoke the lease, licence ; or

(¢) Commission or Authority, as the case may be, shall impose any other
penalty prescribed by regulations.

(6) The penaity issued under subsection (5) may be reviewed in regulation,
in order fo reflect the effect of inflation or for other justified reasons.

(7) The Commmission or Authority, as the case may be, may order the
sealing up of any premises, including any facitity or plant engaged in petroleum
operations, where there has been a contravention of this Act or any regulation.

(8) Subject to any other provisions in this Act, any dispute between a
lessee, licensee or permit holder and the Commission or the Authority shail be
settled by the Federal High Court.
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218. A person engaged in petroleum operations, which require a lease,
ticence or permit by the Commission or Authority under this Act, shall register
its undertaking with the Commission or Authority, as the case may be and
provide information concerning the activities of the undertakings as may be
prescribed in regulations.

219.—(1} The Commission and Authority shall establish, maintain and
make publicly available, a register of leases, licences, permits and authorisations,
issued, revoked, suspended, surrendered or withdrawn and any modification
or exemption granted in respect of any lease, licence, permit or authorisation
under this Act.

(2) The officer registering the issuance of any instrument as provided
under subsection (1) shall require an acknowledgement of the receipt of a
copy of such instrument from the person receiving it in such form as may be
preseribed by regulation.

(3) A license or permit issued under this Act shall be conspicuously
exhibited by a licensee or permit holder in a prominent place on the business
prémises of the licensee or permit holder.

220.—(1) A lease, licence, permit or authorisation and any exemption
granted under this Act shall be prepared in duplicate, one copy shall be defivered
to the holder of the lease, licence, permit or authorisation and the other copy
to be retained by the Commission or Authority which shall be bound up ina
book of the appropriate series within its register and serially numbered.

(2) The register referred to in section 219 of this Act shali also be kept
in an electronic format and soft copies of individual leases, licences, permits,
authorisations or exemptions shall be forwarded to the holder of a fease, licence,
permit or authorisation.

(3) The Commission or Authority, as the case may be, shall cause a
lease, licence, permit or authorisation to be prepared upon payment of the
requisite fees and in the case of leases or licences for upstream petroleum
operations the provisions of section 85 shall apply.

(4) The officer registering a lease, licence, permit or authorisation or
exemption under subsection (1) shall require an acknowledgement of the receipt
of the copy of the lease, licence, permit or authorisation or exemption from
the person accepting such lease, licence, permitor authorisation or exemption
in such form as may be prescribed by regulations.
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221.—(1) The lease, licence, permit or authorisation or any exemption
shall be authenticated under the seal of the Commission or Authority, as the
case may be and the validity of the lease, licence, permit or authorisation or
any exemption shall commence from the date of its issuance.

(2) The date of issuance of any lease, licence, permit or authorisation or
any exemption shall be inscribed on the lease, licence, permit or authorisation
or any exemption.

222.—(1) The Commissien or Authority, as the case may be, shall
enter in the appropriate register a memorial of any extension, transfer,
surrender, revocation, exemption, relinquishment, change of address, change
of name or any other matter affecting the status of or any interest in any
lease, licence, permit or authorisation registered under this Chapter together
with the date of such entry.

(2) The Commission or Authority, as the case may be, shall establish
and maintain a vegister in which particulars of any interest or shares transferred
or assigned are recorded by the Commission or Authority and the register
shall be updated in relation to any change in the status of such interest or
shares transferred or assigned.

223. Alease, licence, permit or authorisation registered under this Chapter
shall, subjectto the provisions of this Act, be conclusive evidence—

(a) thatthe rights described in the |ease, licence, permit or authorisation
are vested in the person named as the holder of the lease, licence, permit or
authorisation ; and

(&) of the conditions and other provisions to which the holder of the
lease, licence, permit or authorisation is subject under this Act.

224.—(1) The registry and the registers required under sections 219,
222 and 223 of this Act shall be readily accessible to the public during the
hours and upon the days designated by the Commission or Authority, as the
case may be.

(2} The Commission and Authority shall maintain an up-to-date electronic
form of the registers required under sections 219, 222 and 223 of this Act on
its website, which may be accessed for free by any member of the public.

{3) A member of the public shall, upon the payment of preseribed fees,
be entitled to obtain a certified true copy of any document or record contained
in the registers referred to in sections 219, 222 and 223 of this Act.
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