
The signing of the Petroleum Industry Act (PIA, or “the Act”) by 
President Muhammadu Buhari on 16 August 2021 heralded a major 
milestone in the history of the oil and gas industry in Nigeria. With 
over 37 billion barrels of crude oil and over 200 trillion cubic feet of 
gas in its proven reserves, the Nigerian government expects the PIA 
to unlock value and transform the petroleum sector. 

Implementation Committee
A few days after signing the Act, the PIA Steering Committee, led by 
the Minister of State for Petroleum, was set up. The Committee was 
tasked with providing guidance on the implementation of the Act in 
the first 12 months and supporting the transition of the relevant 
institutions created or restructured by the Act. 

This deliberate effort started with an implementation structure that 
is made up of the Steering Committee and the Implementation 
Working Group/Coordinating Secretariat. The Steering Committee is 
to ensure effective and timely implementation of the law in the 
course of transition to the new petroleum industry envisaged in the 
reform programme, while the Implementation Working 
Group/Coordinating Secretariat has the task of developing the briefs 
that would be presented to the Steering Committee for consideration 
and approval. The Coordinating Secretariat was organised into four 
workstreams, namely legal, coordination and planning, 
communications and stakeholder management, and administration 
and finance.

The Regulators 
The new regulators of the Industry, the Nigerian Upstream Petroleum 
Regulatory Commission (NUPRC, or “the Commission'') and the 
Nigerian Midstream and Downstream Petroleum Regulatory 
Authority (NMDPRA, or “the Authority''), have begun issuing draft 
regulations and guidelines and have been consulting with 
stakeholders to receive inputs.

The NMDRA has issued 12 draft regulations which are under review 
and these include:

- Midstream and Downstream Petroleum (Operations) Regulations
- Petroleum Pipeline Regulations
- Gas Pricing Domestic Demand and Delivery Regulations
- Natural Gas Pipeline Tariff Regulations
- Midstream and Downstream Decommissioning and 
 Abandonment Regulations
- Environmental Regulations for Midstream and Downstream 
 Operations
- Midstream and Downstream Gas Infrastructure Fund 
 Regulations
- Environmental Remediation Funds Regulations
- Assignment and Transfer of Licence and Permit Regulations 
 2022
- Midstream and Downstream Petroleum (Safety) Regulations
- Petroleum Measurement Regulations 
- Petroleum (Transportation and Shipment) Regulations 2022.

The NUPRC issued 6 draft regulations and these include:

- Nigerian Upstream Fee and Rent Regulations
- Petroleum Licensing Round Regulations
- Domestic Gas Delivery Obligations Regulations
- Nigeria Conversion Regulations
- Nigeria Royalty Regulations
- Nigeria Host Community (Commission) Regulations.

The last one has been finalized as Nigeria Upstream Petroleum Host 
Communities Development Regulations 2022 and published in a 
federal government official gazette dated 24 June 2022.  
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The New NNPC 
On 19 July 2022, the President formally unveiled the Nigerian 
National Petroleum Company Limited (“NNPC Limited”), created by 
the PIA to operate as a commercial and profit-oriented company 
without recourse to government funds. The PIA permits NNPC 
Limited to retain 20% of its profits to grow its business and 
distribute the balance to the owners by way of dividends. 

Tax Administration
The PIA empowers the Federal Inland Revenue Service (FIRS) to 
administer and collect hydrocarbon tax, in addition to the companies 
income tax, and education tax. For companies that are yet to convert 
to PIA, the FIRS collects petroleum profits tax. The FIRS have issued 
information circulars on different provisions of the PIA after engage-
ment with industry stakeholders. 

The FIRS circulars cover the following issues: 
- Apportionment and consolidation of costs and revenue
- Conversions and transitions
- Taxation of production sharing contracts and incorporated joint 
 ventures
- Sundry fiscal provisions of the Act. 

Tax Bites

Key Developments  

Introduction

Host Community Development Trust (HCDT) 
Holders of existing OMLs and licenses to designated facilities were 
obligated to have set up the HCDT by 16 August 2022. Existing Oil 
Prospecting Licenses (OPL) and Petroleum Prospecting Licenses 
(PPL) or Petroleum Mining Leases (PML) granted under the PIA are 
required to set up the HCDT prior to the application for a field 
development plan. The Act also requires holders of licenses for 
designated facilities granted under the Act to set up the Trust before 
commencement of commercial operations. 

The Regulations issued by the Commission confirmed the deadline. 
The Regulations further require the Commission to issue a notice to 
the defaulting companies within 14 days after the deadline, giving 
them 45 days to incorporate the Trust, failing which they will be 
subject to a fine of USD2,500 or its equivalent in Naira per day from 
the date of expiration of the notice period. If the default continues for 
more than 30 days after the expiration of the notice period, the 
Regulations also give the Commission the authority to recommend to 
the Minister the revocation of the license or lease of the defaulting 
company. 

The Commission has done well to give further 45 days’ grace period 
to the operators and it is believed that the operators will use this 
lifeline to set up the Trust. 

Environmental Management Plan (“EMP”) and Environmental 
Remediation Fund (“ERF”) 
The PIA requires upstream and midstream operators to submit an 
approved EMP for their projects requiring environmental impact 
assessment to the Commission or the Authority as applicable within a 
year after the effective date of the Act or, in the case of new license 
or lease approvals, six months after the grant of the license or lease. 
The approval of the Plan is subject to the payment of a financial 
contribution into the ERF established by the Commission or the 
Authority. The two regulators are required to issue guidelines to guide 
the operators on the financial contributions to the Fund. 

Given that no Regulation has been issued for the ERF, compliance 
with the timeline is impracticable. It is therefore expected that the 
Regulators would finalize and publish the guidelines and also give 
sufficient time for operators to comply. 

Decommissioning and Abandonment Plan
Holders of PPLs are required to submit the Field Development Plan 
(FDP) to the Commission within two years of declaration of commer-
cial discovery. One of the components of the FDP is the Decommis-
sioning and Abandonment Plan (DAP) for the field. Each licensee or 
lessee is also required to set up the Decommissioning and Abandon-
ment Fund (DAF) with an independent financial institution. The annual 
financial contribution to be made into DAF will be based on the 
approved DAP.   
The PIA however gives 16 August 2022 as the deadline for 
submission of the DAP where no such exists and where a field is 
already producing or in development. In the case of midstream 
companies, the PIA also gives the same deadline. As this date has 
already passed, it is expected that the affected companies would 

Ticking timelines

have submitted their DAP for the Commission or the Authority or 
remediate immediately. 

Natural Gas Flare Elimination and Monetization Plan 
(“NGFEMP”) 
The PIA mandates licensees and lessees producing natural gas to 
submit a NGFEMP to the Commission before 16 August 2022. The 
NGFEMP is to be prepared in accordance with the regulations made 
by the Commission under the PIA. Although there are existing 
regulations on gas flare before the PIA, the Act specifically requires 
that the Plan be developed based on regulations issued under the PIA 
regime. As no regulations have been issued before the due date, 
compliance is currently impracticable. 

Conversion of Licenses and Leases
The deadline for mandatory conversion by pre-PIA marginal fields or 
voluntary conversion of other OPLs and OMLs to PPLs or PMLs as 
applicable is 16 February 2023. If the license expires before this date, 
the renewal will happen under a PIA regime. For OPL and OML 
holders whose licenses or leases expire after 16 February 2023 but 
choose not to convert to PIA before the date, the renewal will 
automatically happen under PIA whenever the license or the lease 
expires. 

February 2023 is less than 6 months away. It is important that the 
regulators finalise the regulations and guidelines in good time to give 
enough room for industry players to comply. It is also important for 
companies to start evaluating their conversion scenarios to make 
informed decisions and avoid last minute rush. 

It is expected that implementation of the provisions of the PIA in the 
next one year will be approached with a sense of urgency to deliver 
the laudable objectives of the Act. Some of the milestones expected 
to be met include;

- Finalised regulations and guidelines to be issued by the 
 regulators
- Oil and gas companies should have set up the various funds and 
 plans required by the PIA
- More companies would have converted from the old fiscal regime 
 to the new fiscal regime thereby having new compliance 
 obligations.

Outlook for the Second Year of PIA

The implementation of the PIA has been slow in the first year of the 
Act. This was expected given the overhaul of the regulatory agencies 
which are required to guide the operationalization of the provisions of 
the Act. The implementation of several provisions of the Act also 
depends on regulations to be issued by the regulators. We recom-
mend that the regulators and other responsible agencies be faster in 
providing guidance on how operators can comply with the provisions 
of the Act.

To fully deliver the transformation expected with the passage of the 
PIA, other issues affecting the industry must be resolved in a timely 
manner. The much needed investment required to unlock value and 
drive the industry forward may be constrained if the issues of security 
and crude theft are left unattended to.

Conclusion
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Digital Assets
–
an
emerging
trend
in
capital
markets

Inventions
and
innovations
of
the
digital
age,
which
began
in

the
1970s,
has
resulted
in
a
paradigm
shift
in
economies,

culture,
work
style,
education,
health,
investing,
and

everything
seems
to
have
become
“smarter”.
From
photos,

music,
and
videos
stored
on
smartphones,
to
documents,

emails,
illustrations,
animations,
social
media
accounts,

books,
and
logos
stored
in
the
cloud,
and
more,
today

,
we
live

in
a
digital
world.
Similarly,

financial
technology
is
driving
innovation
in
financial

markets
globally
and
bringing
with
it
the
emergence
of
a

digital
asset
market.
With
many
individuals
interacting
with

digital
assets
on
a
daily
basis,
from
investing
in
crypto
as
a

digital
asset
to
digitisation
of
existing
investment
assets,
the

digital
assets
market
is
becoming
integrated
in
the
existing

fabric
of
traditional
financial
markets.

The
market
structure
of

the
digital
asset
space
initially
built
around
retail,
high-net-

worth,
and
crypto-native
investors
has
expanded
with

traditional
institutional
investors
including
digital
assets
into

their
existing
portfolio
of
traditional
investments,
and
some

monetary
authorities
adopting
digital
currencies
as
a
legal

tender
or
introducing
a
digital
version
of
their
countries'

currency.
In
the
US,
the
combined
market
capitalisation
of

digital
assets
grew
from
about
$14
billion
as
at
November

2016
to
about
$3
trillion
as
at
November
2021,
a
compound

annual
growth
rate
(CAGR)
of
193%.

These
developments
have
presented
opportunities
for
the

entrance
of
new
service
providers,
exposure
to
a
new
investor

base
and
emergence
of
new
asset
classes
in
financial

markets.
For
instance,
the
Ontario
Securities
Commission
in

February
2021
approved
exchange-traded
products
for
spot

bitcoin
ETFs
and
the
US
Securities
and
Exchange

Commission
in
October
2021
approved
ETFs
on
bitcoin

futures.

The
increased
adoption
of
the
digital
asset
market
has
elicited

concerns
as
to
its
implications
for
consumer
and
investor

protection,
including
issues
about
data
privacy
and
security;

financial
stability
and
systemic
risk;
money
laundering/crime;

national
risk;
the
ability
to
exercise
human
rights;
and
financial

inclusion. These
developments
have
heightened
the
need
for

the
existence
of
global
and
domestic
laws
and
regulation

guiding
the
activities
of
participants
in
the
digital
assets

market.

Nigeria
is
not
left
out
of
ongoing
events
in
the
digital
assets

market
space.
In
February
2021,
the
Central
Bank
of
Nigeria

(CBN)
through
a
press
release
prohibited
banks
from
using,

holding,
trading
or
transacting
cryptocurrencies.
In
October

2021,
the
Central
Bank
of
Nigeria
introduced
the
e-naira,
a

digital
version
of
the
naira
in
order
to
create
an
inclusive

economy,
foster
innovation
and
enhance
ef

ficiency
with
naira

transactions.
In
May
2022,
the
Securities
and
Exchange

Commission
(SEC)
-
the
apex
regulator
of
Nigeria's
capital

market,
issued
Rules
on
the
Issuance,
Of

fering
Platforms
and

Custody
of
Digital

Assets.
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Advisory
outlook

High
security
and
transparency:

The
transactions
of
digital

assets
are
recorded
on
transparent
public
ledgers
that
create

an
information
flow
for
all
transactions
done.

Therefore,
tracking
transactions
and
establishing
audit
trails
is
relatively

easy
with
digital
asset
transactions.
Conclusion

Digital
assets
are
making
new
investment
categories
possible

and
even
accessible
to
retail
investors.

The
mainstreaming
of

the
digital
asset
market
is
an
inevitable
trend
with
the
potential

to
transform
financial
markets
significantly
but
also
with

attendant
risk.
Due
to
their
digital
nature,
investors
in
digital

assets
are
directly
exposed
to
fraud,
theft
and
cyber
attacks.

Similarly,
the
digital
asset
market
is
also
prone
to
higher
than

usual
risk
of
market
manipulation,
market
abuse,
and
insider

dealing
by
market
participants
due
to
their
nascent
stage.

Hence,
it
is
becoming
increasingly
exigent
to
balance
the

need
to
explore
the
benefits
from
usage
of
digital
assets
as

well
as
protecting
investors
and
the
financial
system
at
large.

The
inherent
risky
nature
of
digital
assets
underscores
the

need
for
proper
investor
education
on
the
workings
of
the

digital
asset
space
as
well
as
an
appropriate
and
robust

regulatory
framework
to
safeguard
the
integrity
of
the
financial

system
and
ensure
the
participation
of
only
reputable
players

in
the
market.

To
this
end,
the
Rules
by
the
SEC
are
a
step
in

the
right
direction
towards
facilitating
the
digital
asset
market

in
Nigeria.
The
Rules
by
the
SEC
provide
a
clear
regulatory
framework

for
the
growth
of
the
digital
asset
market
in
Nigeria
with
the

potential
to
drive
financial
inclusion,
improve
transparency

,
reduce
transaction
cost
and
increase
the
level
of
participation

in
the
Nigerian
capital
market,
while
also
ensuring
adequate

investor
protection
and
proper
regulatory
oversight.
However

,
thorough
oversight
would
need
to
be
done
to
mitigate
the

inherent
risks.
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Note: This
is
an
excerpt
from
our
publication
of
the
same
title.
Full

version
is
available
here:

https://www.pwc.com/ng/en/publications/digital-assets-an-emerging-
trend-in-capital-markets.html

What
are
digital
assets?
A

digital
asset
is
simply
content
that
is
stored
digitally
in
any

format
and
their
associated
value.

They
are
electronic
files
of

data
that
can
be
owned
and
transferred
by
individuals
and

used
as
a
currency
to
make
transactions
or
as
a
way
of

storing
intangible
content
such
as
computerised
artwork,

videos
or
contracts
documents.

A
digital
asset
functions
in
a

way
that
makes
it
distinguishable
and
identifiable
through
a

type
of
decentralised
database
of
electronic
ledger
called
a

Blockchain. They
can
be
in
the
form
of
digital
currencies
such

as
cryptocurrencies
e.g.
bitcoin
or
CBDC,
or
they
may
be
the

underlying
assets
that
are
traded
using
block
chain

technology
such
as
non-fungible
tokens
(NFT

s).

One
of
the
key
features
of
digital
assets
is
that
they

encourage
fractional
ownership.

This
means
that
digital

assets
could
be
created
from
equity

,
real
estate,
commodities

or
any
underlying
asset,
which
has
the
potential
to
generate

future
benefits
and
has
ownership
rights
attached,
often

through
tokenisation,
a
process
which
involves
the
creation
of

tokens.

Tokens
help
to
transform
sensitive
information,
with
a
unique

symbol
that
preserves
the
critical
data
without
compromising

its
security

,
into
digital
units
or
simpler
forms,
that
can
be

managed
without
a
central
intermediary

,
through
blockchain

technology.
Economic
value
is
generated
when
units
of
those

underlying
assets
represented
by
the
digital
asset
in
the
form

of
tokens,
exchange
hands
in
a
transfer

. Thus,
a
digital
asset

can
be
seen
to
have
three
key
characteristics;
digital
storage,

ownership
rights
and
probable
future
benefits
due
to
those

rights,
and
value.

Potential
benefits
of
digital
assets
to
the
domestic

economy

Asset
tokenisation:

The
fractionalisation
of
high
valued

conventional/illiquid
assets
such
as
equity
securities,
real

estate,
commodities,
loans
etc.,
would
of

fer
retail
investors

greater
access
to
a
wider
pool
of
investments
which
they

could
not
normally
af

ford
to
buy

,
as
they
can
now
purchase

smaller
denominations
in
digital
token
form.

This
has
the

potential
to
drive
greater
liquidity
across
the
capital
markets.

Portfolio
diversification: Digital

assets
could
provide

diversification
benefits
when
added
to
a
portfolio
of
traditional

assets,
as
digital
assets
have
historically
had
low
correlations

with
traditional
assets.Convenience
of
payment
services:

The
Central
Bank

Digital
Currencies
(CBDCs),
such
as
the
eNaira,
have

the
ability
to
achieve
faster
payments
through
instant

settlements. This
would
strengthen
the
competition
for
smooth

retail
and
cross-border
payment
services
and
help

governments
to
accelerate
digital
transformation
of

their
economies
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