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FOR
AN ACT TO PROVIDE FOR A FRAMEWORK RELATING TO PETROLEUM
PRODUCING HosT COMMUNITY’S PARTICEPATION, COST AND BENEFIT

SHARING AMONGST THE GOVERNMENT PETROLEUM EXPLORATION

COMPANIES AND PE FROLEUM HObT COMMUNITiES AND FOR RELATED

MATTERS

Spoglsored by Hon. Victor O Nwokola
N | N A
BE IT ENACTED by the National Assefnbly of the Federal
Repubhc of ngena as foilows '
-(1) There shall be established a Petroleum Communities Trust
("Trust™) in every Local Government w_here there are upstreamn or facility
commumnities.
(2} There shall be one Trust for one Loca} Government
{3) Eaeh Trust shall bear the name of the Local Govemment so that
itshalibe the [name of Local vaernment] Petroleum Communities Trust.
(4) The purpose of each Petroleum Community Trust shall be to
decide upon, arid manage the d}sbursement of monies pald to the Local
Government solely for the benefit of_ upstream or famlny communities
development within that Local Government. 7
2.(1) There is established fof each Trust, a Board of Trustees (in
this Act refetred te as "the Bcard"j wﬁich .shall be a body corporate with
perpetual successicn and a common seal, and may su¢ and be sued in its
corporate name. ‘
@ Each Trust shall be managed by a Board of Trustees which shail
consistof: _
(a) one tepresentative of each upstream or -facﬂity community

within the Local Government Area, who shall not be an employee of any
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level of Government;

{b) one representaﬁvé of each conrpany that is involved in petroleum
operations within that Local Govemment or the operator of a facility within
the said Local Govemment 7

(c) a representative chosen by the Ministry of Finance; and a
representative chosen by the Ministry of Petroleum Resources;

' (3) There shall be a Chaifman of the Trust who shall be selected by
Trustees from amongst the representatives of the communities on the Board
and shall hold office for two years and may be reappointed for another two
years and not more.

(4) There shalllbe a Secretaly to the Trust who shall be a full time

~member, and who shall be one of the representatlves of the companies on the

. Board and shall hold ofﬁce for two years and may be reappomted for another

two years and not more.

(5) The trustees shall CO]]SIS[ ofa mm]mum ’)5% of women as well as

ninimum 25% of youth who shal} be below the age of 40 years at the time of

first appomtment 7 o
(6) Atrustee shall be a person who Is over 25 years ot age, of proven

ntegrity and sound mind, who has never been dec]ared bankrupt or convicted

. ofany crimeinor 0u1s1deNlcer1a

(7) The Secretary of the Tms’r shall be pald a salaty cominensurate

‘Wwith that of the Chairman of the Local Govemment and shall be the chief
Ny admmlstratwe ofﬁcer ofthe Tru st

w24 .

(S)Trustees shall be paid . s;tt]ng and other spemﬁed aliowances and

shall be entitled to reimbursement for money spent on behalf of the busmess of

(9) The proceedmgs of the Board of Tmstees shall be as stlpulated mn

'..the schedule tothis Act

3 The Board shall employ such | persons as are. necessary 1o assist in

the dlscharc:e of its functions, and the salaries and allowances for these persons
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shall be determined and paid by the Board from the monies accrring to the
Trust. | |
4. The Trustees shall appl)t the rnonies of the Trust solely for the
purposes oft L 7 . | | (
(a) salanes frustees allowances and admmlsu ative expenses,
which shall not exceed 10% of the total amount avar!abic to it and

(b) whatever is decrded by the Board actmo in consuktatlon with

the commumty members, in accordance w1th a prescubed and open

consuitation process
. 5.-(1) Decisions as to dlsbursements of funds shalI be made in
accordatice with a process that shall mclude 1nput from ail members of the

communities in question, mcludmg ‘Women, youth and cultural

.organizations.

(2) The dlsbursement of funds shail be for whatever purpose each

community dec1des prov1ded that decmons as to d:sbursements are in

- accordance with prescribed procedure

{3) The disbursemcnt procedure shall be contamed in a written
document and be made avallable tothe pubhc "

4y The Board shail 1nake ﬁna! decrslons as to dlshursement ata
meeting to be held for that purpose and demsmns tal\en shall be
commun icated to the public w1thm forty elght hours throuﬂh apress release
and by notices placed on the Trust webs:te and on the notlce board located at
the Trust office.

(5) Within seventy two hours of the decisions in snbsection (4) of

this, sectlon the Secretary of the Trust shall make a demand to the Chairman

- of the Locat Govemment for the exact amount declded and the Chanman
- _shall cause the full amount to be paid intothe demgnatedaccomlt of thie Trust

- withinseven days from the date of demand

(6) The Local Govemment is not an approvmg authonty and shall

__haveno power to disallow or alter the request for disbursement in any way.

w

Disbursements

Disbursement
Process




C 5840

Community
Funds

[VF)

e

oo oo W

Y

12

13

14
i35
10
17
18

19

21
22

24

25
26

28
29
30

Petroleum Host Community Development Bill, 2016 | 2016

(7} The Local Government shall be entitled to 0.5% of the total
monies held by it on behalfofthe communities, as administrative expenses.

6.-(1) The Federal Government shall pay directly to a Local
Government the following amounts for the benefit of the upstream petroleum
communities within a Local Government Area:

(a) 10% of the total amount payable to a State Government by the

Federal Government in accordance with the derivation formula as contained in

the Constitution of the Federal Republic of Nigeria; and
o (b) 30% of royalties paid by a company from petroleurn production on
land within thie territory of an upstream petroleum community.
(2) 20% of an aggregate of the total royalties accruing to the Federal

Government of Nigeria for petroleum production, evenly divided by the

number of Local Governments with facility cammlmitigs in Nigeria, shall be

paid directly by the Federal Government to the _Lc}c_al Government in question
fbr the benefit of facility petroleum communities within that local government
ared. _ -

(3) 50% of ariounts payable to the Gdfemm_e_m for pipeline rights of
way shall be paid tothe Local Government withiﬁ which pipeline communities
are located, solely for the benefit of these communities.

Where there is no petroleum comimunity within a Local Government, it shall
not be entitled to any part ‘of the amount specified in subsection (1) of this
section.

" (4) The amount payable in accordance with subsection (1) of -this

section shall be evenly distributed by the Federal Government to a” the Local

~ Governments within whichupstream and facility communities are located, and

these Local Governments shall evenly distribute the money to the communities
within their locations in accordance with the procedure referred to in section 6
ofthis Act.

(5) A Local Governmetit shall keep the money for the communities

until a request for disbursement is made by the Trust, in accordance with the
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proeess duly pre'sc:ribed in'section 7 of this Act.

o Any person, whether or not the person is a member of the
community within that Local .Gov‘ernment, may request from the Local
Go\}emment' or me Trust infwriting and on payment of a sum not exceeding

N2, 000 any information relatin g to amounts received and disbursed, and the

request must be granted in-writing by the Local Government or the Trust, as

the case mey be, within seven days from the date the request was made.
8.-{1) Every company: '
(a) conducting petroleum operations,

(b) operating an upstream, midsiream or downsiream facility sich

es butnot limitedtoa gae gatherihg plant, gas proaeséing plant or arefinery,

(c) the owner of pipelinés for the 'comfeyance of petroleum or its

derivatives, shall, from the date of commencement of this Act, enter into

community deve]opment agreements with the'petroleum communities upon

or within the land where the petroleum operatlons are being conducted, or

where the facﬂity or p1pe11nes are sitdated.

2) Commumty Development Agreements are for the purpose of

'transferrmo mutually agreed social and economic’ benefits. from the

company to the commumty, and shall contain spec1ﬁc undertakings by both
the company and the commumty o e

' (3) The Commumty Development Agreement shall provide for
such matters whichinclude:

(@ Edueauonal scholaréhips; apprenticeships, techmical training
and employment opportunities for members ofthe cominunities;

{b) Financial or other agreed forms of support for infrastructural
development and maintenance such as education, health- or “other
commumty development services mcludmg bt not limited to roads, water
and power, ' '

(c) Assistance with the creation, development and support to small

scale and micro enterprises;

Freedom of
Information

Community
Development
Agreements
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(d) Agricultural product ﬁlarketing and suppoft services; and

(e) Methods and protection of enviromnenf and socio-economic
management to enhance the community.

(4) The Community Developnient | Agreement shall specify

appropriate consultative and monitoring frameworks between the company

-and the host cOmmunity, and the: means by 'which the community may

part1c1pate in the planning, 1mplementat10n management and momtormg of

activities carried outunder the agroement.

{5) Where there is deadl_oc_k in céncludi-ng a Community
DevclopmentAgreemenf betﬁeén a cbmpai'ny and ahost community before the
commencement of development work in the area by the company, the matter
ahall bireferred to the Minister forresolution.

(6) The Commumty Development Agreement shall be subject to

review every 5 years and shall, until reviewed by the parties, have binding

effect on the parties.

9. All monies expended by a c@"mp-zﬁly in fulfilment of its obligatiors

- under Community Developmient Agreements shalt be subject fotax deduction.

10.-(1y Every"com'muhity‘shaﬂ be such as are gazatted by the state

. government before the commencement of this Act and shall register in its Local

Government, and the register shall be available to the public at the Local
Government head office during work h.o'u.rs, and on its- website. .

" (2) The register Ain'the. Lécal Govémment shall, amongst others, list
the name of the community, and whether it is an upstream, facility or pipeline
community, . |

(3) Every Local Government shall submit a list of the number of

~ communities and their designation to the Ministries of Finance and Petroleum

Resources, and the Ministry shall ensure that the information is contained in a
regisiry in the Ministry and be accessible to the general pubtic.

11, There is established a Restoration Fund (in this Act referred to as

“the Fund™) to ameliorate the effects of poilutionand environmental hazards in
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the host commaunities.

12.(1) As from the commencement of this Act, there shall be
charged and payable an annual restoi-ation tax which shall be assessed,
collected and administered in accordance with the provisions of this Act.

. {2} The tax at the rate of 1.5% shall be charged on the assessable
profitofacompany referred to under section 10 (1) ofthis Act.:

(3) The assessable profit ofthe company to wh.ich subsection {2) of

this section refers shall be ascertained in the manner specified in the

) Compames Income ‘Tax Act or the Petroleum Profits Tax Act.

(4) Without prejudlce to the provision of subsection (3) .of this

section, seetion 60 of the Petroleum Profits Tax Act shall not apply to the

_assessment, collection and payment of restoration tax and all companies

chargeable to tax under the Petrcleum Profits tax Act shall be liable to pay
the_,ﬁﬂl eﬁtent ofthe tax imposed under thisAct. _

13.-(1) The Federal Inland Revenue Servité (in this Actreferred to
as "the Service") shall assess and collect from a company referred to under
section 14 (2) of this Act the tax imposed by this Act and accordingly:

- (@) Shall, when assessing a company for companies income tax or

.pe_tro}eur'n profit tax for ah_'acc-ounting period-of the company, also proceed

to assess the company for the tax due under this Act; and
- (b) The .provisions of the Act relating to the collection of

companies income tax or petrojé;illn profittax shall, subject to this Act, apply’

~ tothetax due underthis Act.

(2) The tax 1mposed by thls Acg shall be due and payable w1th1n 60

., daysafterthe Service has served notlce ofthe assgssment ona company.

(3) The Servlce may, for the purposes of assessment and collection
of the tax 1mposed by this Act deVISe such formsas 1t  may- deern necessary.

{4) The SGWICC shall pay the tax collected under this Act into the

: Restoratlon Fund created under sectlon 13 of this Act and shall when doing

50, submlt o the Fund, in such form as the Board of Trustées shall approve, a

© 5943,
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i return showing:
2 (a) the name ofthe company making the payment;
3 (b} the amount collected; , .
4 (c) the assessable profit of the '_:omprany for tﬁe accouniing period; and
-5 -, (d) such other information as may be req_ﬁired by the Fund for the
6 proper administration of thetax.. - 7
7 -(5) The Restoration Fund shail be held by the Local Government and
8 _  disbursed by the Board of Trustees of the Trust created under this Act in line
9 withthe disbursement process set out under section 6 of fhié Act to ameliorate
10 theeffects of pollution and environmental hazards in affected communities.
Regulations - il 14. The Minister may, on thc recommendation of the Board of
.12 - Trustees and subject to the approval of the President, make regulations
13 generally for the purpeses of this Act and the due administration thereof.
Offences 14 15. -(1) Any reduction by a Local G_overﬁm enlt_in &e amounts duetoa
15 Trust and Restoration Fund created pursuam; to the provisions of this Act
16 - constitutes an offence and every officer of the Local Government found guilty
17 ofthe offence shall on conviction be liable to 12 tﬁonths Iifnprisonmenf without
18 .optionoffine. ' -
19 (2)Any person who contraveﬁes orfailsto b_omply with the provisions
20  of this Act is guilfy of an offence under this Acf and sﬁall on conviction, be
21 liable: |
22 (a) For a first offence, to impr_isonment for a term of o monthsortoa
23 fine of upio N1,000,000 or both.
24 (b) For asecond and subsequent offence to imprisonment foraterm of
25 12monthsorto afineofupto N2,000,‘000 or both.
26 (3) The institution of proceedings or imposition of a penalty under
27  this Act shall not relieve a company from liability to pay to the Service a tax
28+ which is ormay become due under this Act.
29 | (4§ Notwithstanding sﬁbs:ctiqn 2 (a) and (b) of this section, where
30

any company or corporate body fiable to file a restoration tax return under this
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20.-(1) Every member of the Board Secretary and every employee of

R

. the Board shall be- lndemmﬁed oui of the funds of the Board against any

~aig g A1 i
hablhty mcurred in defendmg any proeeedmg agamst the Board, whether oml

.b‘:

or criminal, if such proceedmgs are brought agamst the person in hlS or her

fOfE e T

capacn'v asamemberor empioyee of the Board

£

EE

(2) Notmthstandmg the prov151ons of subseetlon (1} of this sectmn

r sﬂ'*

EATEA

the Board shall not mdemmfy any member or empioyee of the Boal d for any

‘fa

hablhty mcurred as a result of the wilfui neoltgence of the member or

‘i

employee asthe case may be.
71 Inthis Act, unless the context otherwise requires:

"Board" means the Board of Tru stees estabh shed under section 4 ofthis Act.

: “Commumty" include:

(a) agroup of persons that are remdent within an area where:

(1) petroieum operatlons are being conducted by a licensee or lessee

("otherwise known as "upstream commumties"),

s

(11) an upstream mldstream or downstream fac }'ty sneh as a gas

gatherlng plant a gas processmg plant or a refinery is located " otherwzse

known as "facility commumties") and

(iii) petroleum plpelmes have bee-‘ Iald Whether over or under the

ground (" otherwise kaown as "pipeline commumtles")

1 j



- commumtles w ith a smaller port:on of the reser»mr Iymg undcr one

38 ) .% Py e eent mp 1\.» I <,

eF ede_l_'al Republic of Nigeria;

o o0l 0 fnine

: "Mlmster means Mimster in charge of petroleum Fesources;

e ”Mmlstr\f“ means Mmistry of Petroleum Rcsomces. ;
aele e oy L : S r,

state in strata, and mc[udes crude oil, patural gas condenbava and
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- 2-(3}Thereshalfbeatleastme 0rdmarymectmg@fthe Boord in

-7 : every eguan:er of the year and subjeet thercto, the Bo&rd ﬂmli meet whenever it
;- "‘:"ﬁ snmtzm‘med by the Chairman and # the Chairman is requested o do so by
- mﬁee Dwen o him by not less ‘:‘han thiree other members, he or she shal
. 'smmon a maeimg of the Board to be held within four&:en days from the: date
3 on whjch ﬁlen@tlce s gwen
| _ {b} Every meet:ﬂg of the Board shaiibcpr&ﬂided over by the
Chmman aud if the Chairman is znable to aftend a particular meeting, the
members present af the meeting shaﬁ] elect one of their numbers to preside at
theméétirtg. ' _

3. The quormm zt the meciing of the Board shall consist of the
Chairman {or in an appropriate case, the person presiding at the meeting
pursuant to paragraph 2 of ﬂlis Schedule} and the ope-third of the other

- members éres&mt. | - - |

4. The Board shall meet for the conduct of its business at the head
office of the Local Gevernment or such ofher places and on such days as the
Chairman may appoint.

5. A gquestion put before the Beard at a meeting shall be decided by
consensus, and where this is not possible, by a majority of 'éhe vetes of the
members presest and voting. |

. The charmnem shatl in the case of an equality of votes. have the

casting vote in additton fo his deliberative vote.
3 7. Where the Board desires to seek the advice of any personon a
?4  particular matter, the Board may co-opt a person as a member for such period it
25  thinks fif, but a person who is a member by vittue of this paragraph shall not be
26 cnfitled fo voie at any meeting of ﬂ"ee:. Board and shall act count towards the

27 quormm.
28 L o Commitiees
29 8. The Board may appoint one of Tiofc commitices & carmy out on

30  behalf of the Board such of its finctions as the Board may determine and repert
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' on any matter with which the Board is concerned.

9. A committee appointed under this Schedurle shall be presided
over by a member of the Board and consist of such number of persons (ot
necessarily all members of the Board) as may be determined by the Board,
and épeﬁ‘sm other than a2 member of the Board shall hold office on the
commitice in accordance with the terms of his appoiniment.

(0. Adecisionofa oommmee of the Boérd shatfl be of no effect
until it is confirmed by the Boarg.

Mfsce!laneéus

1. The fixing ofthe seal of the Board shall be authenticated by the
signatare of the Secretary or some other person authorized gencrally by the
Bourd te act forthat porpose.

12, Acomtractor an.insmmem which, it made orexecuted by any
person net being a body eorporate, would not be required to be tmderséai,
may be made or executed on behalf of the Board or any person generally or
specially authorized to act for fhat purpose by the Board.

13. Adocament pmrporiing tebe a coptract an nsiTument or other
doctmnent signed or sealed on behall of the Board shall be received n
evidence and, unless the csnﬂaxy is proved, be presumed without funther
proof to have been signed and sealed.

14. Thevalidity of any proceedings ofthe Board or its commitiees
shall not be affected by:

{a)any vacancy in the membership ofthe Board or its committees;

(b} reason that a person not entitled fo do so ook part in the

- procecdings; or

{c}amy defect In the appointment of amember. ‘

15. Any member of the Board and any peré{m holdmg officeona
comnmitice of the Board, who has a personal inierest in any contract or
arrangement entered into or proposed to be considered by the Board or a

commmittiee thereof:
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