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“Licensees are 

to pay all 

government 

fees, royalties, 

rents and other 

statutory levies 

as provided in 

the Act”

Introduc�on

This development is coming on the 

heels of uncertain�es on the 

implementa�on of the PIA since it's 

The Nigerian Government on 

Tuesday 28th of June 2022, through 

the Nigerian Upstream Regulatory 

Commission (“The Commission”) 

awarded forty-one (41) Petroleum 

Prospec�ng Licenses (PPL) for 

marginal fields out of the fi�y-seven 

oil fields offered in the bid round 

launched in 2020.  The awardees 

have  sa�sfied a l l  condi�ons 

conta ined  in  the  Petro leum 

Industry Act 2021 (“PIA' or “the 

Act”) with the signature bonus fully 

paid. This will bring the total 

marginal fields to eighty-seven, 

with seventeen of  them not 

producing.

signing into law in year 2021. This 

award of new PPLs under the PIA is 

i n d i c a � v e  t h a t  t h e  P I A 

implementa�on is now in top gear 

as the new licenses will be fully 

governed by the provisions of the 

PIA. Sec�on 94 of the PIA s�pulates 

that any marginal field which is not 

producing prior to 1st January 2021 

w i l l  b e  t r a n s f e r r e d  t o  t h e 

government and converted to a 

PPL. The PPL license will give the 

awardees exclusive and non-

exclusive rights to carry out 

petroleum explora�on opera�ons, 

carry away, win and dispose of 

crude oil and natural gas. The 

dura�on of the license shall be for 

an ini�al period of three years and 

the op�on to extend for another 

period of three years. 

Obliga�ons of the new licensees

1. S u b m i s s i o n  o f  a n 

Environmental Remedia�on 

Plan: The awardees are expected 

to within six months of the date 

of issue of their licenses submit 

for approval to the Commission 

an environmental management 

plan. The Commission will review 

the plan and either request for an 

amendment to the plan prior to 

gran�ng approval or if sa�sfied 

with the plan proceed to give its 

approval. As part of the approval 

process, the licensees will pay a 

prescribed financial contribu�on 

t o  a n  E n v i r o n m e n t a l 

Remedia�on Fund and the 

contribu�on will be determined 

b a s e d  o n  t h e  s i z e  a n d 

environmental risks that exist 
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from the Company's opera�ons.
 

2. Submission of a work Program: The licensees 

are to submit a field development plan to the 

Commission within two years a�er a declara�on of 

commercial discovery of crude oil. The Commission 

will review the field development plan and issue a 

Petroleum Mining License (PML) or extend the 

dura�on of the PPL.  However, the PPL shall 

con�nue to be in use un�l gran�ng of the PML.  

3. Host Community Trust Fund: The licensees 

must incorporate the Host Community Trust Fund 

prior to the submission of the field development 

plan a�er commercial discovery. This will form part 

of the criteria for the grant of the Petroleum Mining 

Lease or extension of the dura�on of the PPL. 

4. Licensees are to pay all government fees, 

royal�es, rents and other statutory levies as 

provided in the Act. 
§ Ownership wholly or partly, directly or indirectly 

by a serving public servant or a member of 

government

§ Assignment, nova�on, or transfer of the interest 

in the license to another party without consent 

from the Minister of Petroleum.

§ Declara�on of bankruptcy or insolvency by a 

competent jurisdic�on

§ Failure to pay government royal�es, dues, rent 

or taxes that fall due

§ Hal�ng produc�on for a period of 180 

consecu�ve days  without  appropr iate 

jus�fica�on

§ Failure to comply with the host community 

obliga�ons under the Act   

Prospec�ng License
Condi�ons for the Revoca�on of the Petroleum

The new licensees should be wary that the licenses 

granted can be revoked if certain obliga�ons are not 

met. Any of the following events could lead to 

revoca�on of Petroleum Prospec�ng License:

§ Failure to conduct petroleum opera�ons in 

accordance with best Industrial prac�ces 
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In view of this, companies in the Upstream and 

Downstream Petroleum sector are enjoined to begin 

to make appropriate arrangements for transi�oning 

to the PIA regime, as applicable to their opera�ons to 

avoid falling short of the law. We also believe that this 

upturn will hopefully bring about the much-

an�cipated change in the Petroleum Industry.

Overall, the conclusion of the bidding process and 

issue of the licenses is laudable as it is expected to 

shore up Nigerian's crude produc�on volumes and 

increase revenue genera�on for the country. It is also 

now more apparent that the implementa�on of the 

Petroleum Industry Act has been flagged off and most 

provisions in the Act are now fully opera�onal. 

Further to the grant of the Petroleum Prospec�ng 

l i c e n s e ,  o t h e r  a c � v i � e s  t h a t  s i g n i f y  f u l l 

commencement of the PIA include the take-off of 

NNPC Limited from 1st July 2022 and the unveiling of 

the Host Community Trust Fund implementa�on 

template at the award ceremony of the new licenses.
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