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Assent

Commencement

An Act to

REPUBLIC OF VANUATU

21406/93
01/08/87

THE PETROLEUM (EXPLORATION AND PRODUCTION)
ACT NO. 13 OF 1993

make provision with respect Lo searching for and producing

petroleum and for matters connected therewith,

BE 1T ENACTED by the President and Parliasmeut as follows:-

PART 1 — PRELIMINARY

INTERPRETATION

i.

AT A

(1

in this Act, unless the context otherwise requires -

“"guthorised officer", in relation to any provision of Lhis
Act, means a person designated as such under section 5(2)
for -the purposes of this Act or for the purposes of that
provision;

"lock" means a block constituted as provided in section &
and includes part of a block as so cunstitured;

"Commissioner® means the Commissioner for Fetroleum
Exploration and Production appointed pursuant to section
5(1);

"company'' means a corporate body incorporated under the
Companics Act [CaP. 191];

"conditions" includes terms, prohibitions, limitalions and
stipulations;

""corporation' ineans a corperate body incorporated in or
outside the Kepublic, whether by Act or otherwise, but does
not include a company;

"developwent operations'' means operations carried out in or
Eor the purpose of producing petroleum;

"discovery block', in relation Lo a prospecting area, has
the meaning assigned Ly section 26(6);



"urillin:' weans the perforation ol the earth's surlace,
whether the hole is vertical, inclined or horizontal, and
includes all operations for preventing the collapse of the
siues of the hole or preventing the hole from becouwing
filled by extraneous material {(including water) and the
filling of wellhegds, coring and logging, anc any
operations inciceuntal to the foregoing;

"exploration” weans exploration for the purpose of
discovering petroleum, and ancludes geological, geophysical
and peochemical surveys, exploration drilling and appraisal
dreilling in land in the Republic, but does not include
development drilling or operations carried out in or for
the purposce of producing petrolieun;

"good oil~field practices" means all those things that are
generally accepted as pgood, safe and efficient in the
carrying on of exploration or, as the case may be, ol
development operatioﬂs;

"holder", in relation to a licence, means the person to
whom the licence is granted and includes every person to
whom the licence is lawfully assigned;

"in default"” weans in bresch of any provision of this Act
or of any condition of a licence, or of any provision of a
relevant agreement;

"land" includes -

{a) land beueath water;

{b) the seabed and the subsoil beneath the territorial
sea; and

(c} the seabed and the subsoil of the continental shelf or
Leneath the waters of the exclusive economic zone;

"licence'" means a petroleum prospecting licence or a
petroleum procguction licence, or both, as vthe context
reguires;

"licensea' wmeans Lhe holder of a licence;
"Minister”" means the Minister for the timne being responsible
tor petroleum exploration and production, and includes any

Minister acting on his behall;

"natural gas' weans gas obtained from a well and consisting
primarily of hyarocarbons;



(2)

"petroleun" means -

(a) any naturally occurring hydrocarbons, whether in a
paseous, liguia or solid state;

(b) any naturally occurring mixture of hydrocarbons,
whether iu a gaseous, liguid or solid state; or

(¢) any mnaturally occurring mixture of one or more
hydrocarbons, (whether in a gasecus, liquid or solid
state) and any other substances,

and includes any petroleum as defined by paragraph (a), (b)
o (c) that has been returned to uwatural reservoir, but
does not include coal, shale, or any substance that may be
extracted from coal or shale;

"petrolewm production licence" means a licence pgranted
under scction 28;

"petroleum reservoir' means a naturally occurring discrete
accumulation of petroleum;

"prospecting srea" means an area constituted by a block
that is, or by blecks that are, subjcct to a petroleum
prospecting licence;

"prospecting operations'" means operations carried on for
the purpose of exploration;

"relevant agreement" means an agreement of cthe kind
referred to in section 11 which, by its terms, is to have
effect in relation to the application te a particular
licensee of any provision of this Act in which the
expression occurs or Lo which the expression relates; '

"the regulations" means regulations made under section 63;
"Republic" weans the Republic of Vanuatu;
"Lhis Act" includes tihe regulations;

"well" means a hole in land wmade by drilling in connection
with prospecting or development operations, but does notl
include a seismic shot hole.

In this Act, a reference to '"land in the Republic' includes
a reference to laue within the area of the continental
shelt, the territorial sea or the exclusive econowmic zone,
of the Republic, as lawfully declared or otherwise
determinced from Liwme to Line.

‘-}-\’



(3

(4)

In this Act, a relerence to a year of the term of 'a licence
is a relerence to a period of one year coumencing on the
date frow and including which the licence has effect ang on
any anniversary of chat date.

Io this Act, a reference to the condilLions of a licence is
a refersnce to tne condibions ok the licence as mogilied
from time to time,

VESTING OF PETROLEUM 1IN THE REPUBLIC

2. (1)

(2)

The properity in, and control over, petroleum in its natural
condition in land in the Republic 1s wvested in che
Republic,

Sub ject to section 61, no person shall carry on in any land
in the Republic prospecting or development woperations,
except under, and in accordance with, a licence issued
under this Act,

SERVICE OF DOCUMENTS

3. (1)

(22

A document or notice required or permitted to be scrved on,
or given to, 2 person under or for the purposes of this
Act, may be served or given -

{a) in the case of an individual other than the Minister
or the Commissioner, by serving it personally upon
the individual or by sending it by post to him at his
usual or last known place of avode or business;

(b) in the case of the Minister or the Coumissioner, in
the wanner prescribed;

(c) in the case of a body corporate -

(i) . by leaving it st the registered or principal
office of cthe body corporate with some
individual apparenkly employed by the body
corporate and apparently uot less thapn sixteen
years of age;

(ii) by sending it by post to the body corporate at
the registered or pringipal olfice of the body
corporate; or

(iii} by delivering it to some iondividual in the
euploywent or acting on behalf of rthe boudy
corporate who is authorised by the body
corporalbe, or agrees Lo accept service of or
to receive rne document or any document,

For the purposes of subsection (1)(¢), the principal office
of a body corporale incorporated outside the Republic is
its principal effice within the Republic,
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(3) Where a person has more than one place of abode or business
a docuwnent or nokice way be served on, or pgiven to, the
person under this sechion at any of those places.

(4) Where a document or nobice is sent by post pursuant to this
section, service or notice is deemed to have been effected
or given under this section, vnless the contrary is proved,
at the rcrime at which the document. or notice would be
delivered in che ordinary coursc ot post.

CONSTITUTION OF BLOCKS

4,

(1) For the purposes of this Act, the surface of the earth is
deemed to be divided into blocks -

(a) by the meriaian of Greenwich and by wmeridians Chat
are at a distence from that neridian of six minutes
of longitude or a multiple of six winutes of
lengitude; and

{b) by the equator and by parallels of latitude that are
at a distance from the eguater of six minutes of
laticude or a wmultiple of six minutes of latitude;

each of which is bounde¢ by portions -

(c) of two of those meridians that are at a distance from
each other of six minuies of longitude; and

{d)} of two of those parallels of latitude tha:r are ar a
distance from each other of six winuctes of latitude,

(2) Where any block as so constituted would be partly inside
and partly outsiase the peographical area of land in the
Kepublic, the block shall be treated as being constituted
by the part that is inside the area.

PART 2 - ADMINISTRATION

COMMISSIONER FOR PETROLEUM EXPLORATION AND PRODUCTION, ETIC.

5.

(1) There shall be appointed by the Public bService Commission &
public servant to Dbe known as Lthe "Commissioner for
Petroleum Exploration and Production'.

(2) There shall be appointed by the lPublic dervice Commission
such nunber of public servants as auihorized officers as
may be necessary for the administratiovn of rhis Act.

PERFORMANCE OF COMMISSIONER'S FUNCTIONS, EIC.

6.

Anything required or permitted by this Act to be done by the
Commissioner may be done by any authorized olficer who is
authorised either specially or generally, in Lhat behalf in
writing by the Comuissioner, and for the purpose of doing so that
public servant is deemed to be the Commissioner,



POWER OF COMMISSIONER AND AUTHORLSED OFFICERS

7.

(1)

Fox

the purposes of this Act, tne Commissicner or an

authorised officer, at all reasonable times, -

{a)

(b}

(c)

(d)

(=)

(£)

(g)

may enker any area, sifucture, wvehicle, wvessel
alrcralt or building chat, in his opinion, has been,
i being or is Lo be used in comnection with
prospecting or development operations;

may inspect and fest any machinery eor equipment that,
in his opinion, has been, is being or is to be used
in connection with any of the operations referred to
in paragraph (a);

may take or rewove for the purpose of analysis or
testing or for use in evidence in connectian with an
offence apainst chis Act, samples of petroleum or
other substances from any arvea where any of the
operations referred to in paragraph (a) are being
carried ony

may inspect, take extracts from, and make copies of,
any document relating to any of the operations
referred to in paragraph (a);

may, with respect bo the health and safety of persons
amployed by a licensee in or in connection with any
of the operations referred to in paragraph (a), issue
direciions to and impose restrictions on the
liceusee, or any persons so employed, by instrument
in writing;

may ordex, by instrument in writing -

(i) the cessation of operaticns on or in, ana the
withdrawal of all perxsons [rom, any structuru
or building that is being used in connection
with any of the operaLions referred to in
paragraph (a); or

(11} the discontinuance of the use of any machinery
ar equipment,

which he considers unsafe, wunless andg until such
action as is pecessary [or salety and specified in
the instrument is taken and cowmpletec; or

may make. such examinations and 1bguiries as are
necessary to ensure that the provisions of this Act,
and suy cirections issued, conditions imposed or
orciers made under this Acbt, are being complied with.



(2) Before exercising any oL ais powers under subsection (1),
if ehere is any person who 1s or appents Lo be o charge of
ihe arca, strucuure, vebicle, vessel, alvcrafc, burluing,
machinery, cguipmeni or wmatlbers or thing an respoect of
which tne power 1s aboul Lo be exercised, the Gowmissioner
or au Juthorised ofticer, os the case may be, shall
ivenuily himself to thal person and Lo any person Lo whom
he is about te give aun order or a direction.

(3) Any person who is aggrieved by a decision, direction or
order of an authorised olficer made under this seciion may
appesl in writing to the Comuissioner or, in a decisioun,
direction or order made by the Commissioner, Lo the
Minister, who shall, as soon as practiceble hear and
dispose of the appeal, but the bringing of the appeal docs
noL allect the operation of the decision, direction or
order appealed from pending c¢isposivien of the appeal.

(4) On appeal uvnder subsectron {3), the Compissioncr or rvhe
blinister, as the case may be, may rescind or alliim the
decision, direccion or order appealed from or may make a
new declsion, direction or order in substitution therefor,
and that decision, dircciron ar order is final.

(5) In exvreising his powers wunder subseccion (1), the
Commissioner or an authorised officer may be accompanied by
any person who the Lommissioner or she authorised officer,
as the case may Dbe, believes has speclal or expert
kinowledpe of  any matter being dvspected, testied or
examined,

(6) A person who is an occupier or persen in charge ot any
builaing, structure or place, or tie person in charge of
any vchicle, wvessel, aircraft, machinery or eqguipment
referred Lo in subsection (1}, shall provide che
Comuissicner or an autbhorised ofticer, as rthe casc may be,
with all reasonable facilities and assistance incluning the
provision of necesssry means of transport tor the efiective
axercise of the Coumissioncer's or an authorised officer's,
powers undoer Lhis section,

PROHIBITION AGAINST DISCLOSURE OF 1NFORMAT1ON

G (1) Subject ke subsectien (2), no information furnished, ot
informeiion 1n a report submitted, pursuant to this Act, by
a licensee shall be disclesed, except with the consent of
the licensea,

() sothing in  subsection (1) operatcs to prevent  the
disclosure ol information when the waisclosure 15 mage =

{a) after the licence concerned bas ceased to have
elfrcl, or has ceased te have ¢liect over the land to
which the disclosure would relate;



(3)

(4)

(3)

{b) for or in connection with the adwinistration of this
Act;

(c) for the purpese of eor in connectien with any legal
proceedings;

{d) to any consultant to the Governuent, or to any public
servant, who is approved by ithe Commissioner as a
proper person to recelive the intormation;

(2) for or in counnection with the preparation by or on
behal{ of the Republic of statistics in relation to
exploration or cevelgpnent operations;

(f) for or in commection with the uetermination of any
liability of the licensee to make any payment Lo the
Republic; or

(g) for or in counection with any matter or for any
purpose prescribed in 8 relevauL agreement.

In proceedings on a prosccution for an offence under this
section, it is a sufticient defence if the perscn charged
proves that the information discleosed and to which the
prosccution relates was, wilhout that disclosure, penerally
known Lo tLhe public,

The right of a licensee to disclose information oblLained
from or as a rosult of prospecting or dovelopnment
operations is subject to the restrictions and limitaticns
in a relevant agreenent, and the licensee shall couwply with
any such restrictions or limitations,

There may be included in a licence provision with respect
to the disclosure of certain specific data or inferwation,
prior to the licevce cessing Lo have eflect, alter
specified periods.

PROHIBITION AGAINST HOLDING LI1CENCE, ETC.

9.

(1)

ln this section -

"member ol che fanmily', in relavion to a relevant person
mesans -~

() the husbanu or wife, or reputed husband or wile; and

(b) the son or vaughter being a minor whether boran in or
outside wedlock, :

of the relocvant person; and

"relevaut person' means an authorized officer engaged in
the adwinistration of this Act.



{2)

(3)

(4)

(5)

(6)

No relevant person, in s priviete capacity, shall acquire,
atieopl Lo acquire or nold -

(a) 2 licence or an interest in a licence; or

(b) 4 share in a Dody cerporale Lhat s entitlod under
tthis Act Lo carry ou prespectivg  or development
operations wn land in che Kepublic,

In proceedings on a prosecution for an offence under this
section of acquiring a share ol a kind referred to in
subsection (2)(b), it is a sufticient cvelence it the persou
charged proves -

(a) that the share was acquired by operations of law; and

(b) that all reasonable steps neccossary to uispose ol tne
share have been, and are continuing to be, raken,

In preceedings on a prosccecution for an oifence under this
section of holdiong a licence, or an intcrest or share of a
kind referrec Lo in subsccvion (2), 1t 15 a sulliciepnt
defence if the person charged proves —

{a) that -

{i) the licenge, idnterest or shacge was acguired
befora he became a relovant pcrsony or

(ii) the share was acquired before the Dbody
corporate became encitled under this Act Lo
carry on prospeching or developmeni
vpuerations; and

(b) Lhat since he becawe a relevanlt porson or since ithe
body corpoerate became so encitled, as the cose may
be, all reasonable steps necessary to dispose of the
licence, Juberest or share hbave been, avd arve
centinuing to be, tLaken,

For the purpose of this section, the acquisition or holding
by a member of the fawily of a relevent person not herselt
or himself being a public servant ol any liceuce, Linterest
or shares ol the king reterred Lo 1n subsectlion (1}, 1s
deennd Lo be a holding by the relavant person ol iLhe
licencs, intereslL or shares.

This scerion applies with respect. to shares wnethor
acquired before or aflter the commerncement of this Act, or
whether acquired by a poersen beiore he buecame a relevaut
person.



INDEMNITY

10. An authorized oflicer does net dncur any liability in respect of
Lhe cuwercise or perlformance, er purported exercise or perleotmance,
by him in gooo {aith cof any function veder and Lor the purpose of
this Acrt.,

PART 3 - LIGENCES
Division 1 — General

AGREEMENTS WITH RESPECT TO GRANT OF LICENCE

i1. Subjeclk to sgection 14, the Minister, on behball el the Republic,
may enter limiio an agreement nobt incownsistent with this Acl with
any person with respect to all or any ol the following matters,

namely

(a)

(v)

(c)

APPLICATIONS
12, (1)

(2)

the grant teo that persouw, or to any person inclucing any
body corporate to be formed identified in the agrecment, of
a licence on the conditions, if any, specitied in the
agrecmont ;

the conditiens to be included in the licence as granted or
renewed; or

any matter incidental to or connected with the forgoing.

an applicacion unier tuis Act -
(a) shall be wade in the prescribed Lorm and manner;

{(b) shall bLe mave to the Minister or, if it is so
prescribed, to fhe Commissioner; and

(e) may he¢ withdrawn by the applicant giving to the
Minigsrer, or in the case of an application made Lo
the Commissioncr, to tne Cowmissioner, 8 notice ol
wilhdrawal,

An application shall be accowpsniecd by the fee, if any,
prescribad in respeci ol the applicarion,

The Hivister may, by notice served on an applicant Lor the
grant of a licence, regquire the applicant to do w«ither or
both of the Lollowing, namely -

(a) publish derails of his application at a time or
tiwes, and iu a wanncr, specilied in the notice;

(b) give details ol nis application to the porson er
persons, and iv a manoer, spocified in the nolbice,
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POWER OF MINISTER TO OBTALN LHFORMATLON

13, {1)

(2)

(3)

(4)

The Minister may, by notice served on an applicant tor che
4rang oxr renewal o 4 licence, requive the aspplicant to
Lurnesh nim, wichin suech riasontlble Line as is specitred 1n
Lhe uotice --

(a) with such  furener information relevapnt o Che
spplication as way be describeu in Lhe notace; aung

(b) 1E the applicant, or any ol the applicants, is o boay
corporate, with such Inlormasien as may be described
in rhe wotice to epable hism to ascertain to what
exi.ent the controlling powsr in the dirccticn ol the
atlairs ol the body Corporate 1s in a corporation
Incvrporated outside the Republic, or apo wneivigual
or dndividuals residene outside the Republic.

Where oo applicant tor che graot or renewal of a ligcence
tails Lo comply with the tequirements of o notice served on
bim pursuant Lo subsect ion (L) the applicacion Lapses.,

To cnable him to dispose of an application tor the prant or
tenewal of a licence, Lhe Minister -

(a) Ay o cause  such  invesbigations, negotiations or
consuleations to be carried on  as he considers
BUCEHEATY ) aud

() way, by wotice served on the applicant for the grant
or renewsl ob the liceuce, tequive the applicant o
furpish friin, within such casonable tuee  as s

sprettied dn Lhe vovice, with such proposals, by way
ol alteration o or in addition Lo any proposals in
bhe application, as the Hinister sprcitics in the
notice,

The tinisiar smay require an applicant lor the grant or
Fenewal of a licence Lo make arrangomeui s, sacistactery to
the Minister Lor che execution ¢f a bond, or other [orm of
securicy, for the poctormance s cbusetvance of  Lhe
conditions ok the licencs jl wranted or rencwed,

RESTRICTION ON PERSONS TO WHOM L1CENCE MAY BE GRANTED

la, (i)

(2)

Ko licence spall be granted Lo an lngivigual unless he is
an Andigenous citizen of Che Kepubilie

No petroleun prospecting licence shuall be granted to a body
corperate unless the Logy corporave 15 -

(a) o cewpauy;

(b) a8 corporatyon incorporated ip ihe Bepublic: or



{c) 4 corporation, not belng i carporation of "a king
referred Lo in parapgraph  (b), approved by the
Minister.

(3) No petroleum production licence shall be granted to a body
corporate unless the body coTporate is -

(a)  a company; or
(b) 4 corporation incorporated in the Republic,

NOTICE OF DECISI1ON ON APPLICATION AND FORM OF L1CENCES

15. (1) The Miniscter shall cause an applicant for the grant or
renewal of a licence to be notificed af the decisilon on the
application siving, where he is pPrepared to grant or renew
the licence, details of the conuitieons on which the licence
shall be granted or renewed.

(2) Where an applicant for the grant or renewal of a licence -

(8)  notifies the Minister in writing, within sixty days
ol  the date of the neiification pursvant rto
subscction (1), or within such Lurcher period as the
Minister may allow, that he accepts the conditious of
the grant or renewal of the licence, the Minister
shall cause the licence ro bo issued or rencwed on
Lhose conditions; or

(b  fails to noCily the Minister in accordance with fhe
reguirement of paragraph (a), the application lapses,

{(3) A liceunce shall be in the prescribed form.

RESTRICTION ON EXERCISE OF R1GHTS BY LICENSEE
16, Where the doiuy of any act is prohibited or repulated by a wricten
law, other than this, nothing in this Act shall be construed, -

(a) where the doing of the act is so prohibited, as authorising
a licrusce to do the act; or

(b) whexe the doing of the act is so regulated, as authorising
a licensee to do the aci -

(i} octherwise than in accordance with the written law
and any authority referred to in Sub-paragraph (1i);
and

(i1) without figst obtaining any authority howsocver
described required under the wrictien lav for cthe
doing of the ace,
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Division 2 -~ Petroleuwnm Prospecting Licence

DISPOSAL OF APPLICATION FOR PETROLEUM PROSPECTING LICENGE

17. (1) Subject to this Act, on applicacion duly made the Minister
way pgrant,- ov such conditions as he way determine, or
refuse to grant, a petroleum prospecting licence in respect
of any bleck or blocks.

(2) A petroleum prospecting licence shall wnot be granted in
respecii of a block which is, at the time the application
for the grant of the licence is made, comprised in a
licence already prantad.

CONTENT OF PETROLEUM PROSPECTING LICENCE
18. (1) A petroleuwn prospecting licence -

(a) shall state the date of the grant of the licence;

(b) shall identify the block or blocks to which the
licence relates;

(c) shall state the conditions on which the licence is
pranted; and

(d) may conLain such other matters as the Minister may
decermine tor the purposes of subsection (2) or
otherwise.

(2) There may be included in a petroleum prospecting licence
provision with respect to the exercise by the Republic, or
a8 persoun or apency identified in che licence, of an option
Lo acguire on stipulated terms, or oo terws to be apreed,
an inkerest in any venture for the proeduction of petroleum
which may be carried on in any block or blocks to which the
licence relates when granted.

(3) For the purposes of subsection (1), the congiticns of o
licence shall include the agreement, 1f any, reached under
section 11,

RIGHTS CONFERRED BY PETROLEUM PROSPECTING LICENCE

19, A petroleum prospecting licence, while it rewains in Llorce,
confers on the licensce, subject to this Act and to Lthe conditions
specified in the liceuce or to which the licensee is otherwise
subject, rthe exclusive right to explore for petroleum, and to
carry on such cperstions aud execute such works as are unccessary
for that purpose, in the prospecting area.

APPLICATION FOR RENEWAL OF PETROLEUM PROSPECTING LICENCE

20, (1) Subject Lo this Act, a licensee may apply for the renewal
of a petroleum prospecling licence in the prescribed form
and manner not less than sixty days before the expirarion
of the licence.
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(2) A petroleum prospectiuv; licence may be renewed twice only,

GRANT OR REFUSAL OF RENEWAL OF PETROLEUM PROSPECTING LICENCE

21. (1) Subject to subsection (2}, oun application duly wade under
section 20 [vr the renewal of & petroleum prespecting
licence, the hinister shall grant a renewal of the licence
on such conditions as are reasonably bpecessary to pive
cffect to the application and the reguirements of this Act.

(2) Subject to subsection (3), the Minister shall retuse to
grant. & renewal of a petroleum prospecting licence if the
licensee 1s in gefault unless the Minister comnsiders that
special circumstances exisl which justily the granting of
the renewal notwithstanding the default,

(3) The Mioister shall not refuse to grant the reunewal of a
petroleum prospecting licence on application auly made -

(a) unless he has given to the applicant notice of his
intention to do so -

(i) giving in the nuotice particulars of the
ground for the intended refusal; and

(ii) stating in the notice a date beforc which the
applicant may take appropriate aclion to
remady Lhe default or make represcntations in
relation to that ground; and

{b) the applicant has not, before that date remedied the
default or, iu a notice given kKo the Hinister, made
representations  which, in the  opinion  of  the
Fiinister, ramove the ground for the intended refusal
or excuse the default.

TERM OF PETROLEUM PROSPECTING L1CENCE
22. (1) A petroleum prospecting licence, unless sooner detoruined
shall by virtue olt this subsection continue in lorce -

{a) for such peried stipulated in the licence not
exceeding, lour yesrs, mext alter the date of the
graunk of the licences

(b) tor any period muobt exceeding two years, on each
occasion for whnich the licence is renewed pursuant Lo
seckion 21; and

(c) for any period added pursuant to section 42(3) to the
term of the licence.
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(2) Where a petroleun prospeciing licence would otherwisce cease
to be iuv torce then, by virtue of this subsection, the
bicencs shall, unless sooner deterwined, covtinue in forcce
In respect of any bleck subject &o the licence Lo which an
application, duly made, for the grant. ol -

{a) a renewal of the licence; or

(b) A petroleun produciion licence,
relates, until -

{c) Lhe applicacion is fipally dealt with —

(L) by the renewal or refusal to renew the
licence: or

(ii)} as the case may be, by the grant or refusal co
gravt the petroleun production licence; or

(el) the application lapses under section 13(2) or section
15(2); or

(e) «the application is withdrawn.

(3) Vhere a petroleun prespecting licence would otherwise cease
Lo be in force then, by virtue of Lhis subsection, the
licence shall, unless soouer determined, continue in force
in respect of any discovery block or blocks in the
prospecting area until a notice is given pursuant to
section 26(1), or until the lapse of the pericd of thirty
days referred to in seciion 26(1), whichever first occurs.

(4) Where a nolice glven pursuant £¢ section 26(1) states that
a4 discovery is, in the opinion of the licensee, of
poLtential commercial interest and the petroleum prospecting
licence relating Lo the discovery would otherwisc cease to
be in force then, by virtue of this subsection, the licence
shall, wuuless sooner determined, continue in force in
fespect of the discovery block or blocks in the prospecting
area -

(a) for the period specified in section 26(2); and

(b}  for awny extension of that period allowed by the
Mivnister pursuant Lo section 26(3).

DUTLIES OF L1CENSEE _

23. (1) Subject to subsections (3) and {(4), a licensee shall i, or
it relation o, the  prospecting  area, meet the
Iequirearnis, with respect to work and expcnditure, -

(a)  stipulated in the licence; and



(2)

(3)

(4)

(3)

(6)

(b)  of cach programme subwitied pursuant £o subsection

(2).

A licensce shall, mnot lacer than one month before the
auniversary in. any year of the grant of & petroleum
prospecting licence, subnit to the iinister in detail an
adequate programme with respect Lo wolk and expenditure o
be carvied out or made in the year of the terw of the
licence immediately ftollowing the anniversary councerned.

The Minister may, on application wmade to him in writing by
a licunseca, by instrument in writing limitc, reduce, vary or
suspend any obligacion arising pursusant to subsection (1)
erther concitionally or unconditionally,

A licensee may, for good cause, amend the details of any
programme of work and expenditura which he is reguired
under subsection (1) to carry out but -

(a) the licensce shall forthwith give notice in writing
to the Hinister of any such awenduwenc, giving in the
nokice details ot and the tcasons for the amendment;
and

(L) no such amendment shall have effect so as to reduce
the minimum requirements of rhe overall programse of
work and expenditure to be carrxied out in any phase
er period, identified in the licence,

Where a licensee fails te carry out any part of the work
prograwmme stipulated in his petroleum prospecting licence,
or in a work programve submitted pursuant to subsectlion
(2}, then without prejucice to auny other right which may be
invoked in respect of thatt failure, the relevant provisions
of rthe licence, if any, apply for the purpose of
determiuning the liguicated damages payable to the Republic.

[he requirement in subsection (2) wich respect to the
submission of an adequate programme with respect to work
and expenditure 1s <deemed Co have becen met in any case
where the programme submitted pursuant to thalt subsection
satisties che reguirements, i1f any, with respect to work
and expenditure comtained in a relevant agreement.

RELINQU1SHMENT OF LAND PROSPECTING AREA
24, The Firsc Schedule applies witrh respecit to relinquishment of land
in a prospecting area.

Division 3 - Discovery of Petroleum

DISCOVERY OF PETROLEUM TO BE NOTI1FIED

25. (1)

Where any significant discovery of petrelocum is made by the
licansee in a prospecting area, the licensee -



(a) shall forthwiih inform the Commissionc¥ of iLhe
aiscovery;

{(b) shall within a period of thisty days after the aate
ol tie discovery, furnisa to the Cuiwmissionrr
particulars in writing of the discovery; ang

{c) shall prowmpily run tésts in respect ol the discovery
Aand thercafter forthwith submic to the Coumissioner
evaluated test results in respect of the discovery;
and

) shall, subject to subsection (3), take promptly all
steps  that are reasounable, in  the circunstances
relating to the discovery, to ascertain the guantity
of ¢he petroleum -

(i) in che petroleun reservoir to  which  the
discovery relates; or

(ii) 1if part only of Lhar reserveir is within the
prospecting arca, in that pare,

(2) Where petroleum is discovered in 4 prospecting area, the
Minister way, from time to time, by notice 1in wrickng
served on the licensew, divect the licengoe o

(a) o turnish to hi, within the period specified in the
notice, particulars in writing of -

(1) «he chemical  composition  and physical
properties of the petroleum;

(11)  the stratigraphical position and aepth of the
discovary; and

{iid) any other matbers relating to the discovery
that are specified by the Minisier in the
not ice; and

(b)) to do, within the period specificd in the notice,
such things as the Minisrer Lhinks necessary and
specifies in the wnotice, to ascertain Lhe chewmical
Composition and physical ptoperties of the pairoleun,

(3) The fiinister may, by regulacion, exempt, wholly or parcly,
Erom the requirement of subscction (1)(b) the licensce,
either unconiitionally or subject to such conditions as are
specificd in the repulat ion,



LISCCVERY OF PETROLEUM OF POTENTIAL COMMERCIAL INTEREST

25, (1)

(2)

(3)

(4}

Whece petroleum is discovered in a prospecting area and the
licensn: has, pursuant to section 25(1) (¢), submicted to
the #linister cvaluated test resules in respect of the
discovery the licensee shall, witchin thirvty days of che
date of submission of such evalusced results, serve on the
Minisier a notice stating that che discevery 1s, or as the
case may be, is not, in the opinion of the licensee of
potential commercial intercst,

Where a notice scrved under subscction (1) states that the
discovery is, in the opinion of the licensee, of potential
commercial intercst the licensee may, unless the licance is
sooncr deicrmined, within a period ol two years after the
date on which such notice is so served, apply under seciion
28(1) for the grant of a petroleum production licence with
respect Lo the discovery block or blocks in the prospecting
aren,

1f the 1licensec fails within the period specificd in
subsection (2), or within such Lurther period as the
Minister allows, to apply fer a petreleum production
licence with respect to the discovery block or blocks in
the prospecting arca, the Minister may, it the licence is
then in force in respect of that discovery block o:r thoese
discovery blocks, by mnotice sexrved on the licensce direct
that #he licence shall cease co have effect with respect vo
that blocic or those blocks, or with respect to auy part
thercof iddentified in the notice, and che licence snall so
ceasc Lo have effecrt.

Subject Lo subsection (7), where a notice served under
subsecticn (1) states that the discovery is not, in the
opinion of the licensce, of potential commercial interest,
Lhe Hinister way -

{(a) within a period of twelve months brom Lhe date on
which Lhe notice is s0 serpved;

{b) by notice in writing sevved on the licensee;

(c) dirvect that the licence, if then in force in respoct
ol ©ne discovery block or blocks in the prespecting
arca, shall ccose to have cffect with regpect Lo that
block or these blocks, or wich respect to any part
Lhereol ddentilicd in che notice,

and, with effcct from the date of the service of Lhe negice
refervad Lo in paragraph (b), the liccunce shall so cease to
have cffect,



{5) Vhere o votice served under gubsccilon (1) stales Lhat ohe
drscoverly is wok, in the opinion eb the licengee, of
potential  comnercial  inuerost, sociion 25{2) shall not
“apply In respect of the discovery -

(a) during the perioo of fwelve months relerred to in
subsection (4} (a): aod

(L) 1l the Hinister gous nob give 2 darection pursuvane Lo
subscciion (4) (¢), during subsequent period.

{0) For the purposes ol this secticn, "discovery block", in
relaticn to a prospecting acea, weans a block in the
prospeciting arca in which the discovery ol petroleuwn 13
locuced,

{(7) The Hinister shall not give a direction under subsection
(4) iE he forms the opinion, as & result ol evigeuce
available #o him, that the discovery 1is of poteniial
commercial inteorest.

INVESTIGATIONS

27. (1) Where o licensve has served under section 26{1), a notice
on the junister stating that a giscovery ef petroleun is,
in the opinion ob the licenser, ol potential commarcial
incerest, she Minister may, by wricicu noltilce served on iLhe
Licensen, divect the licensee te carry out, wilhin a period
prescribeu  InvestCigntlons and  stuuics as  the binister
thinks .ppropriate and specifiss in the uwotice, Ltor the
purpaes:. ol assessing the feasibility ol the construclion,
establishwzur and  operation ol an  industry for the
production of petroleum in ihe discovery block or blocks
concernad,

(2) The licenses shall Furnish Lo the Minister, within the
period specibied in the votice under subseckhion (1), such
reports, analyses ot dala resulting from the

investipgations and studies carrxied our under this sccrion
a5 Lhe iivister, by writton votice scrved on the licensec,
Ay roguire,

Division 4 — Petroleum Production Licence-

APPLICATION FOR PETROLEUM PRODUCTION LICENCE

26, (1) A licensec whose polroleum prouspectiyg liceonce is in forcue
may, within the petlod specifred in section 26(2) or within
such furcher period as the Minisier way allow under sectidn
26€3), apply pursuvant to this subsection for the grant ol a
petroleus production licence with respect te any discovery
blrnclt wr blocks in the prospeciimg areca, or with respecl to
any part vhereof, which the licensco satisfies the dinister
contalns er, @s the case may be, ceutain a petroleun
reservolr or part ol a petroleum resarvoir.



D1GPOSAL OF

RESTRICTIONS

A person may apply pursuant teo tnis subsection Lo he
prant of a pevroleoo produciion licence 11 respece ol oo
block or hlocks, or part Choenol, herwilhstanding thar he
“onH net hold a petrolews pivspecting licence 1o ruspich ol
he Llock  or blocks, eor does o bold any  pecroicum
Hrospeciang licence,

APPLICATION FOR PETROLEUM PRODUCTION LICENCE
wubject ke sechion U -

(a) i application duly made PULsuant fo section 26(1),
the  bMinisier shall granit thae  potroleum  licence
applied for on such coudiisons as are raasonably
HECessary to give ellect Lo Lhe applicaiacn ang the
Lequiremenis of this Act; aud

(L) on application duly wads pursuant Lo section 26(27,
ihe Minesier may, if he is satisfiecd tihet the block
e blocks, woe subject of the application ceiigin g
petrotaeun reservolr or pare ol a petroleun resrvoerr,
GEODL on such conditions as fe way decermine, or
refuse Lo prant, rhe petroleum preduction licence
applise for. '

For ihe purpese of deterwinig  the  condifions to  be
includea in a Jicence Lo pe pranied pursuant to subseclion
(1) (a), tie tioisLer shall give =tfect to any relevant
dpreenen. .,

ON GRANT OF PETROLEUM PRODUCTION LICENCE
A pelroleum produceion ticence shall wot Le pranted Lo an
applicant

(a) unless -

(i) ehe proposals of i~ woplicant take proper
decount of euvirooerneal ang salely laciors

{ii)  the propesals of the applicavt snall ensure
Lhe most eflicient, beneticial and idwely usc
ol Lhe petroleus FOSGUCCHs colcerned;

(iid)  the applicant hag ddeguate [inancial roscurnes
and iechnical and fndustrial compecencs and
Experience Lo coarry on oflecvive production
Operations;

(iv) the dpplicave ghall e able aud willing Lo
comply with the condilions on which a liccuoce
shall be prandad;



(2)

(3)

(1)

{(v) the applicant's oropoesals lor the cmployment
I8! i § p Loy
and Lraiving of <iiizens of the Fepublic are
saltistactory; :

(vi) the applican:'s propesals witn respect te the
procurement of pgoods end services ouLainoble
witiian the Republic are satislacrory; andg

(vii) any relevant opiion guven pursuant Lo sccihion
16(2) bas been properly exercised and piven
cllece to or arrvangemencs satlstactory e the
tinister have beeo miwe Lor Lhat purpos. s or

(L) tbothe applicant is in aclavlt, unless Lhe Minister
Considers that special circumscances exisc wiiich
justify the grant ot the licence notwrinhslanging the
defavlc,

The Minisier shall vot refuse an application for the gran
oL a priroleun produci ion liceoce on applicabion beiug wuly
made pursuant Lo secrtion 2801) -

(a) unl=ss he has piven to the applicant notice ot his
Iieniion te do so -

(i) piving in the notice particulars of the pround
Lov the intended vofusal; ang

(ii) scavwog iu the nolice a date betore which the
applicanc may tfake appropriate  aclicn Lo
remedy the delault or wake representations in
relation o vhac ground; and

{b) Lie applicant nas wut, betsre thot date, remecivd the
defaule or, in a notice glven Lo Lhe Miviscer, wace
represeniotions  which, din o the  opinien ol  Lhe
Fllinisier, remove Lhe proeund lor Lhe intended refusal
er excuse the defbaull.,

A petvoleus proguction licence sbhall uet be granted Lo an
applicant pursuant Lo seciion 26(2) in respect ol a8 block
which is, at the time the application tor che grant. ol the
licence is made, cowprised in a licence already granted to
8 person ovher Lhap che applicant,

CONTENT OF PETROLEUM PRODUCT1ON LI1CENCE

A peteoleum production licence -
(a) shatl -

(i) state the date of the graot of the licence;
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(ii) iwgentity the Dbleck or blecks to which the
Licence relates;

(iii) state the conditions on which the licencn as
granced; and

(iv) pive effect to subsection (3);

(L)  may contaiun such other maiier as the Minister may
determine for the purposes of subsection (3) or
QUi EwWlse,

(2) There shall be included in a petroleum production licence
provision with respect to ithe duty, and extent thereof, of
che licensce to supply petrolewn or petroleun products to
meet the voquirements of the Republic,

(3) There way be included in a petroleum preduction licence
condifions with respect to the refining, disposal or sale
of pecroleunm which may be recoversd in the development
areii.

RIGHTS CONFERRED BY PETROLEUM PRODUCTION LI1CENCE

3z, A production licence, while it remains in lerce, conlers on the
licensee, subject te this Acc and to the conditions specified in
the licence or tec whicn the licence 1is otherwise subject,
exclusive rights -

() Lo carry on prospecling aud developmeni operations in fhe
develeopment area;

(L) Lo scll or otherwise dispose of petroleum recoveraod; and

{c) to carry on such operatiovpss and execute such works in the
developmen., avea as are necessary for or in cenneghion with
any wmeoier referred to in pavagraphs (a) auna (b).

APPLICATICN FOR RENEWAL OF PETROLEUM PRODUCTION LICENCE

33. (1) The licensee way frowm time rto fime, upon payment of the
prescribed fee, apply to the dinisier in the preseribed
form for che rcunewal of the Jicence 1n respect of such
blocks the subject of the licence as are specified in thw.
application,

(2) An application for the remewazl of a production licence
‘ shall be lodged with the Minister vet less than six months
before the expiracion of such licence:

Provided thai the Minister may for reasons that he cousider
sufficicent receive an applicatiov Ler the repewal of such a
licrnice less wian six mooths belore, but not in any case
after, the expiration of the licence,
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GRANT OR REFUSAL OF RENEWAL OF PETROLEUM PRODUCTION LICENCE

34, (1) Where phe licensee who has complied with the conditions of
the licence applics under scelion 33 for the renewal of the
Licence, ithe minister -

(o) shall, if the application is in respect of the firso
tenewal of such licence; or

(b)  may, if tne spplication is in respect ol a renewal,
other than the firse renewal, of tLhe licence,

grant him the revewal of the licence.

(2) Where Lhe licensee who has not complind with the conaitious
of the licence applies under section 33 for the renewal of
the licence the tiirister, if he is satisbied that special
circumstances exist that justify the rewvewal of the
liceuce, may grant the renewnl of the licence or if he is
uet 30 satislico may refuse to grane the remewal of Enc
licence:

Providea that the Minister shall not if the application is
in respect of the First renewal of ihe licence, refuse to
grant the repewal of the licence unless —

(a) he has by notice in wriling sarved eon ihe holder of
the licence given not less than one month's nokice of
his dntention to refuse to prant the renewal of the
Licencs;

(b)  be has sent a copy of such wotice Lo such other
pPeErsons, it any, as he sses fig:

() he has in such notice —

(i) given pavticulars for his reasonn for the
intentiong

(ii) speciltied a date on or before which the
Vicensee or any person upon whom a copy of the
notice is servad nay submig wELLLAen
representations on any matier that he wishes
the Hiuister to consider;

(d) he has taken into account any  represcuialbions
subiitted to him belore tha dale se specitiad.

TERM OF PETROLEUM PRODUCTION LICENGE
i 35. (1) A petroleum production licence, uunless sooner determined,
shall, by virtue of this subsecrtion, continue in torce -

{a) bor tne period of Lwenty—-five years next atter rhe
dale of the grant of the licence;
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(b) Lor auy puriod for which ithe licence is renewed
pursuant to section 34; and

(c) for any period added pursuant Lo section 42(3) to the
term of the licence.

(2) Whers a perroleum production licence would otherwisc cease
to be in force then, by virtue cof this subsection, the
iccuce shall, unless sooner detesrmined, continue in force
in respect of any block, subject to the licence, to which
an applicaticu, duly wade, Lor the grant of a renewal of
the licsonce relates uncil -

(a)  the application is Einally dealt with by the grant or
refusal Lo grant the renewal; er

(b) the application lapses under section 15(Z}.

Division 3 - Miscellaneous

DIRECTICNS
36, (1) The HMinister may, by notice in writing sgives on u
licensea, pgive to ithe licensce a divection, consisient with
good oll-Lield practices, as to any matber wich respect to
which regulations may be made under seciion 63 and any such
licenses who fails to comply with such direction is guilcy
of an offcnce,
(2) In proceedings on & prosecution for au olbfence under

subscciion (1), it is a sufficient delence if the person
chargnd preves that he promptly took all reasomable stepu
to comply with the direction.

COMPLIANCE WITH DIRECTIONS

37.

Where a licensee fails or neplects to comply with a direction
glven co him under and in accordance with sechion 36, the Minisicr
may cauvse to be dome all or any of the things requirea by the
direction o be done, and Lhe costs and expenses incurred in doing
80 are a debt due to the Republic and wmay be recovered in a court
ol campetent jurisdiction, porwithstanding that the licensee may
have been convicred of an offence uunder section 36.

UNIT DEVELOPMENT

J&.

(1) In this section, '"uniL developmeni", dn relation to a
petrolcun reservoir, means the co-ordination of operations
for the recovery of prtroleum being carried on or Lo be
carried cu in any development arca in which there is part
of the samne reservolir.

(2) A holder of a petroleum production licence may, from time
to time, enter inte an agreement in wrrting for or in
relatien to the unic developnent of a petroleum reservolr.



(3)

(4)
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The Ministor way, on his own motion, or on application mada
Lo i in writing by a holder of a petrolecun production
licence in whose development arcs there is A part of a
particular perroloun reservolr, fer the purpose of soCcuring
the more cifective recovery of  petrolcum  frem  that
pelrolrum veservoir, direct in wELiing  any such holder
whose development area includes part ol that petioleus
Leservolr Lo enter into an agrcewent in wricing waith the
holder of auy petroleum production licence over any other
area in which there is part o¢f the same reservoir, and
withiv the period specilied by the Hinister in the
direction, for or in relation to the umit developmsnt of
the pecrclewn ruserveir, and to lodge the agrcement with

the Miniscter forcthwith for appreval,

Where -

(a) a holder of a licence who is directed under
subsection (3) to enter into apgreemsnl. {or or in
relaiion to the unis developmene of a  petroleun
reservolr docs nol enter jute sueh apreewent within
the specilied period; or

(b) a holder of a licence enters into such an agrecmentg
bue the agrocwent is not lodged wiih the Maniscer in
accornance with subsection (1),

Lhe ticister may, by notice in writing served on the
holder, direct him to submitc to the minister, within the
period specilied in Lhe notice, a scheme Lor or im relacion
to the unit developwent of the petroleuw reservolir, and the
holder shall cowply with such direciion.

DIRECTIONS AS TO RECOVERY OF PRTROLEUM

39, (i)

()

Where peireleum is not being recovered in a developsent
area aud the  Mindster  is  sawisficd that  there is
recoverable petrolsum in that area, he may, by notice in
writing scrvad on the heolder of the pekroleun produckion
leenee, girect the holder Lo take all necessary  ang
praciicable steps Lo rvcover that peiroleum.

Where the Minisicr is not salisiied with the steps taken or
being token by a holder of a lictucs to whom a directlon
has been givew under subsection (1), ©he Niuister may, by
notice in writing served on the holder, give to Lhe holder
such direcrions, consistent wiih good oil-ficld practices
and  specified in the notice, as fhe Minister thinks
necessary for or in relacion teo ohe recovery of petreleum
in the developument area.



(3)

(4}

(5)
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Where petroleum is being recovered in a ogevelopmenz area,
the Minister may by notice in wriiing scrved on the holder
ot the petrovleum production licence, direct the holder to
take all necessary and praciicable steps to increase or
reduce the rate at which Lthe petroleuwm is being recovered
te such vato, nol  exccecing the capacity ol exisiing
production lacilities, as the Minisiter specitics in the
notice,

Where the Minister is not satisfiied wich the steps taken or

‘belng taken by a holder of a licencs to whom a direction

has beepr grveu under subsecuion {(3), the fiintsuer may, by
volLice in writing served on the holder, give to the holder
such directions, consistent wibh geood oil-field practices
and  spocifie in the notice, =as the Minister thinks
necessary fer or in relation teo the increase or rcducihion
of the rate at which petroleun 1s being recovered in the
development area.

A licensee Lo whom directicns are given pursuant to
subsection (2) or (4) shall comply with such directions,

FURTHER INFORMATION TO BE FURNISHED, ETIC.

40. (1)

(2)

Where pLhe Minister has reasons Lo believe that a person is
capxble ol furpishing information or data relacing to
prospeciivg or developunent operations or peiroleum obtained
or the value thereol he may, by notice in writing require
thall prrson —

(a) to furnish to him that information or data within the
' period and in the manner specificd io the notice;

(b) to actend before him or a person identilied in the

© paLice at such time and place »s is specified in the

volice and there to answer questions yelating Lo

those operations or petrolcum obtaived or the valus
thereof; or

(c) te furnish Lo a person identilied in the notice at
such Lame and place as 1s so specilied fon Lhe nocice
data in his custody or power relating Lo these
operations or pelbroleus obiained or the value
thereok,

A person is net excused f{rom Lurpmishing informiation, or
aata, or answering a question when rocqulred Lo do 50 unuer
this sectaen on the ground that Lhe informaiion or data 5o
lurnisbiad, or the answer ©o Lhe guestion might tend to
incriminate him or make him liabic to a penalty, but the
information or data so furnished or his answer to the
guestion shall not be admissible in cvidence against him in
any procesdings other than proceedings for an offence
against Lhis szcceion,
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41,

(3)

(4)

(1)

(2)

(3)

(4)
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Where any dota is Furnished, under subsection (1) (c), the
person o whom it is made available may make copies or take
extracts from the data,

ln this section, 'data" includes books, documents, tapes,

diagrams, ~profiles and charts, photographs, lines or
negatives, and includes any data rncorded or stored by

means of any tape-recorder, compuier or other device and

any niaterial subsequently derived from data so rccorded.

Division 6 - Cancellation and Force Majeure

Subject to this section and section 42, where a licensee is
in default the Minister may, by notice in writing served on
the licensee, cancel his licance.

The Minister shall not, upder subsection (1), cancel a
licence on the ground of any default unless -

(a) the Minister has, by notice in writing served on the
licensee, given not less than thirty days netice of
the Minister's intention teo so cancel the licence on
that ground;

(b) the Minister has, in the notice, specified a date
before which the licensee may, in writing, submit any
makier which he wishes the Miniscer to consider; and

{c) the Minister has taken into account =-

(1) any action taken by the licensee to recwove
that ground oxr Lo prevent Lthe recurrence- of
similar grounds; and

(ii) any matters submitted to Lhe MNinister by the
licensee pursuant to paragraph (b},

The Minister shall nei, under subsection (1), cancel a
licence on the ground that the licensee has Ealled to pay
any amount payable by him under this Act or his licence if,
before the date specified in a notice roferred Lo in
subsection (2) (b), the liceusce pays the amount of money
concorned, together with any amount of interest which wmay
be payable pursuant to section 58.

The Minister may, by nolice in writing served ou a
licensee, cancel the licence -

(a) if the licensee, being an individuwal, is -~

(i) adjudged baunkrupt; or
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(ii) euters into any agreement or scheme of
composition with his creditors or Lakes
advanLage of any law for the benefit of
debftors; ox '

(b) if, in the case ot a licensec that is a body
corporace, an order is wade or a rosolution is passed
winding up the affairs of the body corporace, unless
the wincing wp is tor the purpeose of amalgowation and
the HMinister has consented to the amalgamation, or is
fer the purpose of reconstruction and the HMinister
has been given written notice of the reconstruction.

(5 Where two or more persons constitute a licensee the
Minisvter shall not, under subscction (4), cancel the
licence on the occurrence, in rclation to one or some only
of the persons constituting the licensee, of an cvent
entitling the Minister under that subsection to cancel the
licence, if any other person or porsons constituting the
licensee sacisfy che Minister that the person or tihe
persons, as Lhe case may be, is or are williug and would be
able to carry out the duries aud obligations of the
licensze,

(6) The dinister may, on the application of & licensee, cancel
in accordsnce with the applicalion, a licence either wholly
or in relation to any block or blocks, on such conditions,
if any, as the Minister determines and specifies in the
instrument of cancellation.

(7) On the cancellation of a licence, the rights of the
licensee thereunder cease, but the cancellation does not
affect any liability incurred before the cancellation and
any legal proceedings that mighi have commenced or
continued againsi the former licensee may be comwmenced or
continued against him.

FORCE MAJEURE

42. (1 Any failure on the part of a licenses to fulfil any of the
conditions of his licence or Lo meeb any vequiroement of
this Act or a relevant agreement shall be deemed not to be
a breach of the licence, this Act or the agreement, in so
tar as the failure results from an act of war, hostilicy,
insurrection, or an exceptional, inevitable and
irresistible natural phenomenon, or from any other cause
prescribed in the 1licence or relevapt agreement as
constituting force majeure for the purposes of this
section,

(2) Where a licensee fails to fulfil any of the cenditions of
his licence for any period because of the occurrence of
circumstances of a kind referred to in subsection (1), he
shall forethwith notify. the Minister giving parciculars of
the failure and its cause,
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(3) Where a licensee fails to fulfil any of the conditions of
his licence because of the occurrence of circumstances of a
kind referred to in subsection (1), then that périod, as
agreed by the Minister, shall be added to the term of his
licence; but the Minister may refuse to agree to the
addition of any period to the term of a licence if the
licensee could, by taking any reascnable steps which were
open to him, have exercised those rights during that
period, notwithstanding any such occurrence.,

(4) This seqtion does not apply with respect to any reguirement
to meet an obligation under a licence or this Act to make
any financial payment prescribed in the licence, or to make
payment of any annual charges, rent or fees.

PART 4 - PINANCIAL

FINANCIAL LIABILITIES PRESCRIBED IN LICENCE

43,

(1) Subject to this Act, the holder of a petroleum production
licence  shall discharge the financial liabilaties
prescribed in his licence in accordance with his licence
and this Act.

(2) For the purpose of determining the financial provisions to
be included in a petroleum production licence, the Minister
shall give effect Lo any relevant agreement.

'PROMIBITION ON DISPOSAL OF PETROLEUM

44,

If the holder of a petroleum production licence fails to discharge
any financial liabilities prescribed in his licence in accoxdance
with his licence and this Act, the Minister may, by order served
on the holder of the licence, prohibit the removal of, or any
dealings in or with, any petroleum from the development area
concerned, or from any other development area subject Lo a licence
held by that holder, or from both, until those obligations have
been so discharged or until an arrangement has been made and
accepted by the Minister, for their discharge, and the holder
shall comply with the order.

REMISSION OF AMOUNTS PAYABLE PURSUANT TO SECTION 43

45,

The Minister may, on application made to him by a licensee and
after consultation with the Minister responsible for Finance, -

(a) remit, ir whole or part, any amount payable pursuant to any
financial liability prescribed in a licence; or

(b) defer payment of any such amount,

on such counditions, if any, as he may determine and specified in
the instrument of exemption,
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SECURITY FOR COMPLIANCE AND RECOVERY OF AMOUNTS PAYABLE PURSUANT

TO SECTION 43 _

46, (1) The Minister may, from time to time, make such arrangements
as appear appropriate to him to secure that the holder of a
licence complies with this Act and his licence or either,
and in particular mdy accept guarantees whether from .
shareholders or others in respect of that compliance.

(2) Any amouit payable pursuant to settion 43 is a debt due to
the Republic and may be recovered in a court of competent
jurisdiction.

(3) A certificate of the Minister certifying that a specified
amount is payable pursuvant to secticn 43 by a person
specified in the certificate shall, in any proceedings
instituted against that person for the recovery of that
amount, be received as evidence thereof, but without
prejudice to the right to adduce evidence in rebuttal,

PART 5 — OFFENCES AND PENALTIES

CONTRAVENTIONS OF PROVISIONS OF THE ACT

47. Every person who contravenes or fails to comply with any provision
of this Act shall be guilty of an offence and shall, where no
specific penalty is provided, be liable to a fire not exceeding
VI1.000.,000 or to imprisonment for a term not exceeding one year
or to both such fine and imprisonment.

OFFENCES UNDER SECTION 2(2)
43, ' Any person who contravenes or fails to comply with subsection (2)

of section 2 of this Act commits an offence and is liable on
conviction -

{a}) in the case of an individual, to a fine not exceeding
VI10.004.000.

(b) in the case of a body corporate, to a fine not exceeding
' VT50.000.000, '

OFFENCES UNDER SECTION 8

49.  Every person guilty of an offence under subsection (1) of section

8 shall be liable on conviction to a fine not exceeding
VT2.000.000,

OFFENCES UNDER SECTION 9 :
50. Every person guilty of an offence under subsection (2) of section

9 shall be liable on gonviction to a fine mot exceeding
VT2.000.000.

PENALTY FOR FAILURE TO COMPLY WITH A DIRECTION

2ls  Any licensee who fails or neglects to comply with a direction
given under subsection (1) of section 36 is gulilty of an offence
and is liable on conviction to a fine not exgceeding VT30.,000.000.
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OFFENCES UNDER SECTION 40
Any person who -

52.

(a)

(b)

(el

refuscs or fails te comply with the requirement in a nokice
under subsection (1) of section 40 to the extent to which
he is capable of complying with it;

in purported compliance with a requirement referred to in
subsection (1) (a) of section 40, knowingly or recklessly
furnishes information or data that is false or misleading
in a material particular; or

when attending before the Minister or any other person
under a requirement referred to in subsection (1) (b) of
section 40 or furnishing any data to any person under a
requirement referred to in subsection (1) (c) of section
40, knowingly or recklessly makes a statement or furnishes
any data that is false or misleading in a material
particular,

is guilty of an offence and is liable on conviction to a fine not
exceeding VI1.000,000.

PENALTY FOR OBSTRUCTION, ETC., OF COMMISSIONER AND AUTHORISED OFFICER
Every person who -

53,

(a)

(b)

without reasonable excuse, obstructs, molests or hinders
the Commissioner or an authorized officer in the exercise
of his powers under section 7; or

knowingly or recklessly makes a statement or produces a
document that 1is false or misleading in a wmaterial
particular to the Commissioner or an authorized officer
engaged in carrying out his duties and functions under this
Act,

commnits an offence and shall be liable on conviction to a fine not
exceeding VT2,000,000 or to imprisonment for a term not exceeding
two years or to both such fine and imprisomment.

OFFENCES UNDER SECTION 62
Any person guilty of an offence under subsection (1) of section 62
is liable on conviction, =

54,

{a)

(b)

in the case of an individual, to a fine not exceeding
VI10.000.000 or to imprisonnent for a term nolt exceecding
five years or to both such fine and imprisooment; or

in the case of a bopdy corporate, to a fine not exceeding
VT50.0006.0060.
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OBSTRUCTION OF LICENSEE

33,

Any person who, without reasonable excuse, obstructs, molest,
hinders or prevents a licensee in or from the doing of any act
which the licensee is authorized to do by this Act or his licence
is guilty of an offence and is liable on conviction to a fine not
exceeding VT1,000.000.

MISCELLANEOUS OFTFENCES

56i

Any person who ~

(a) in, or in connection with, any application under this Act
or his licence, or in. response Lo any invitation or
requirement of the Minister or: the Commissioner under this
Act, knowingly or recklessly gives or permits to be given
information which is false or misleading in a material
particular;

(b) in any report, return or affidavit submitted under this Act
or his licence, knowingly or recklessly includes or permits
to be included any information which is false or misleading
in a material particular; ox

(<) places or deposits, or is accessory teo the placing or
depositing of, any petroleum or substance in any place with
the intention of misleading any other person as to the
possibility of a petroleum reservoir existing in that
place, is guilty of an offence amd is liable on conviction

(a) in the case of an individual, to a fine not exceeding
VI2.000.000; or

(b) in the case of a body corporate, to a fine not
exceeding VT10.000.000,

OFFENCE COMMITTED BY BODY CORPORATE

57.

Where an offence which has been committed by a body corporate is
proved to have been conmitted with the consent or connivance of,
or to be attributable to any neglect on the part of, a director,
manager, secretary or other similar officer of the body corporate,
or any person who was purpoerting to act in such capacity, he as
well as the body corporate, commits that offence and is liable to
be proceeded against and punished accordingly.

PENALTY FOR LATE PAYMENTS

58.

(1) Where the liability of a person under this Act or a licence
to pay an amount is not discharged on or before the time
when the amount is payable, there is payable by that person
an additional amount calculated at the rate of (one rhird
of one) per centum per day, upon so much of that amount as
from time to¥¥émains unpaid, to be computed from the time
that the amount became payable until] it is paid.
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The MHinister may, in a particular case, for reasons that in
his opinion are sufficient, remit the whole or part of an
amount payable under this section.

PART 6 - GENERAL

CONTROL OF COMPANY NOT TO BE GLVEN WITHOUT CONSENT OF MINISTER

39. (1)

(2)

A company which is the holder of a petroleum production
licence shall not, without the prior consent in writing eof
the Minister -

(a) register the transfer of any equity share or shares
in the company to any pariicular person or his
nominee; or

{b) enfer into an agreement, arrangement, or
understanding, whether or not having legal or
eguitable force, with any particular person,

if -the effect of doing so would be Lo give to the
particular person or, in the case mentioned in paragraph
(b}, the particular person or any persom, control of the
company.

On application duly made to him in writing for his consent
under this section, the Minister shall give his consent if
he considers that the public interest woula noi be
prejudiced by the change of countre}l of the company but
otherwise shall refuse to give his consent; and for the
purpose of considering any such application the MNinister
may call Eor and obtain such information as he considers
necessary co determine the application.

(c) For thc purposes of this section ~

(a) a person is deemed to have control of a company

(1) if the person or his nominee holds, or
the person ang his nominee hold, a total
of twenty per centum or more of the
issued equity shafes in the company;

{ii) 4if the person is entitled Lo appoint, or
preveut the appointment eof, half, or
more than half of, the directors of the
coimpany; or

(iii) if the person is entitled to exercise,
or control che excrcise of, the right to
cast voitas in respect of not less than
two-fifths of the total number of votes
in respect of issued equity shares in
the company;
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{b) 'equity shares", in relatioh to a company, means
shares in the company carrying voting rights in all
circumstances at a general meeting of the company,

and includes preferences shares, other than
preference shares which do not have such voting
righis;

(c) "preference shares" means shares which carry the

right Lo payment of a dividend of a fixed amount, or
not exceeding a fixed amount, in priority to payment
of a dividend on another class or other classes of
shares, whether with or without other rights; and

(d) the reference in paragraph (a)(iii) to the
entitlement fo control the exercise of the right to
cast votes shall be read as including an entitlenent
to control the exercise of that right directly or
indirectly, and includes contrel rthat is excrcisable
as a result of or by means of trusts,

SECOND SCHEDULE
60, The Second Schedule applies —

(a)

(b). -

(c)

in relation to the exercise by a licensee of his rights in
respect of certain lands;

in relation to surface rights; and

with respect to payment of compensation for damage dome by
a liceunsee,

SCIENTIFIC INVESTIGATION

6l. (1)

(2)

(3)

The Commissioner may, by instrument in writing, comnscnt to
the carrying or by any person of prospecting operations in
the course of a scientific investigation with respect to
the geology or petroleum resources of land in the Republic.

An ipstrunment of consent under subsection (1) is subjeck to
such condiiions, if any, as specified in the instrument,

Subject to subsectious (5) and (6), an ipstrument of
congent under subsection (1) authorises the persen to whom
it is issved to carry on the prospecting operations
specified in the instrument -

(a) in the arca; and

(b) subject to the condicions, if any,

specified in the instrument, in the course of the specilic
investigation,
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{4) Subject to subsections {5) and (6), any authorised officer,
or any person authorised in writing for the purpose of this
section by the Commissioner, for the purpese of collecting
information on the geology and petrolewn resources of the
Republic, may enter on any land in the Republic and, for
that purpose, carry oun any prescribed operation,

{5) The holder of an ipnstrument of conscnt under subsection
{1), or an authorised officer or a person authorised under
subsection (4), shall not, pursuant to subsection (3) or
(4), enter on any land or place referred to in the Second
Schedule without first obtaining the consent required under
that Schedule in relation to the land or place.

(6) Section 16 applies in relation o a person ko whom an
instrument of comsent is issued under subsection (1)}, and
te an authorised officer and a person authorised under
subsection (4), as it applies in relation to a licensee.

RESTRICTION ON REMOVAL OF PETROLEUM
62, (1) Petroleum shall not be removed from the area freom which it

has been obtained to any other arca, or disposed of in any
manner, except —

(a) subjectt to subsection (2), by a licepnsee, for the
purpose of sampling or analysis;

(b) by a licensee in accordance with the conditions of
his licence; or

(c) as otherwise permitted by this Act.

(2) A licensee shall not, pursuvant to subsection (1)(a), take
or send out 0f any area any samples of petroleum without
the wricten consent of Lthe Commissiocner given under this
subsection,

ORDER FOR FORFEITURE IN RESPECT OF CERTAIN OFFENCES

63. (1) Where a person is convicted of an offence apainst this Act
a court of competent jurisdiction may, in addition to amny
other penalty ilmposed, make -

(a) an order for the forfeiture of any vehicle, aircraft,
vessel or equipment used in the commission of the
ol fence; and

(b) an order -

(i) for the forfeiture of petroleum recovered, in
the course of the commission 0f the offence;
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(ii) for the payment by that person to the Republic
of an amount equal to the proceeds of the sale
of petroleum so received; or

(iii) for the payment by that person to the Republic
of the value at the wcllhead, assessed by the
court in respect of the guantity recovered or
for the payment of such a part of that amount
as the court,  having regard to all the
circumstances, thioks fic,

(2) Where the court is satisfied that an order made under
subsection (1) {b} (i) cannot for any reason be enforced,
the court way, upcn che application of the person by whom
the proceedings were brought, set asice the order and make
an order refarred o in subsection (1) (b) (ii) or (iii).

(3) The court may, before making an order under this section
require notice to be given to, and to hear such persons as
the court thinks fic.

INDEMNITY

64, A licensee shall, at all times, kecp the Republic indemnified
against all actiows, claims and demands that wmay be brought or
made against the Republic by reasons of anything done by the
licensee, in the exercise or purported exercise of the rights of
the licensee under this Act or his licence.

REGULATIONS

65, (1) The Minister may make regulations prescribing all matcers
that by this Act are required or permiited Lo be prescribed
Or are necessary or convenient to be prescribed [or giving
effect to this Act, including in particular provision for
or with respect to -

{a) the prospecting for petroleum and the carrying on of
operations, and the executions of works, for that
purpose;

(b) the production of petroleum avd the carrying on of
operations, and the execution of works, for that
purpase;

{(c) <conserving, and preventing the waste of, the natural
respurces, whether petreleum or otherwise;

(d) the form and content of, and conditions with respect
to, applications for the pgrant or renewal of
licences;

(e) the construction, erection, mainlLenance, operaiion or
use of installacions or eqguipment;
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(h)

(i)

(j)

(k)

(1)

{in)

(n)

(o)

(p)

(g)
(r)

(s)
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Liee prevencion of tne escape of watecr or dridling
fluid or & mixture of watcy or ¢rilling fluid or any
other matter;

the removal of  structuris, equipment  and  ovher
propesly brougnt into che Republic in connection wich.
Lhe prespeciing for, or che ploguciLion or conveyance
ef, petreleun that are not used or incendod to be
usad in connection wirb that prospecting, produckion
OT COHVEYance;

the pressure wainkenancs in, or the repressuring of,
a peirecleum reserveir aud reoycling of petroleus:;

the sccondary or ftertiacry recovery of patroleum from
a petroleun reservoir and the merhods ro be used in
such recovery;

the use of wells and the use of (he subsurface for
Lhe gispesal ol petroleum, water and ether substances
produced in association with the prespecting for or
the recovery of potroleun;

the rates, or the wmethod of setting the rates, at
which petroleun and water may be recovered from any
weell or petroleum reservoir;

the methods to be useq feor the weasurement of
perroleum, water and other subscances from a well;

safcety and welfare standards and che bhecaleh and
safeiy ol persons employza in or in conpnection with
Lbe prospecting for or the produciicon oOr conveysnce
of peiroleum;

raking, preserving and furnishiog to Che Ninlster or
ihe  Commissioner cores, cuiclngs and ssmples  of

pekbroleum and water;

giving to the Minister reporis, tests, data, returns
and other informaticn;

the registration of instruments and the effcct of the
repistration of, or fullure to regilstcr, iustrunents;

the transfer of licences or interests in licencas;

the ceaking of logs or directional surveys or making
other down-hole investigations;

amiual charpes;
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(3)
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(e fees; and

(u) the division of the geographic area of the Republic
ingo particular sections.

The regulatious may provide, in respect of an offence
against Lhe regulations, for the imposition of -

(a) a fine not exceeding VI5.000.000;

{b) a fine not exceeding that amount for each time the
offence occurs;

(c) imprisonment for a term not cxceeding five years; or
(d) both such five and imprisonment.

The power under this sectiom to make regulations may be
exercised - '

(a) either in relation to all cases to which the power

cxtends, or in relation to all of those cuses subject

. £o specified exceptions, or in relation to any
specified cases or class of cases; and

{b) s0 as Lo make, as respeci the cases in relation to
which it is exercised -

(1) the same provision for all those cases, a
different provision for different cases or
classes of cases, or different provisions as
respects the same case or class of cases for
differenit purposes of this Act; or

(ii) any such provision cither unconditionally or
" subject to any specified condition,

66. This Act shall come into force on such date as the Ministcer may,
by order published in the Gazeite, appoint.
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RELINQUISHMENT

RELIRQUISHMENT

1. (1)

e . —— g SRR

(3)

(4)

3. (1)

(22

(2).

RELINQULSHMENT ON GRANT OF PETROLEUM PRODUCTION LIGENCE

2. Any part of a prospecting area over which a petroleum production
licence 1is granted to the licensee in respect of that prospecting
area shall cease to be part of that prospecting area.

A licensee may, at any time when a petroleum prospecting .
"*-licence is in force 'and by giving to the Minister not less
* than six months previous notice in writing of the intention

to do so, relinquish any block or blocks in the prospecting

"+ area identified in the notice.

Any relinquishment pursuant to sub-paragraph (1) is without
prejudice to any obligation incurred by the licensee under
the licence or in respect of the area rellnqu1shed prior to
the date of the relinquishment,

An area relinquished pursuant to sub-paragraph (1), shall

" unless the Minister otherwise determines, be of such

dimensions as to ensure that the remalning prospecting area
constitutes a single area or not more than three, discrete
areas., S ' N

Where, pursuant to this paragraph, any area is relinquished
then the prospecting licence "concerned ceases to have
effect with respect to that area.

RELINQUISHMENT FOR PURPOSES OF PETROLEUM PROSPECTING LICENCE

Subject to any relevant agreement, the number of’blocks in
respect of which an application for a ‘renewal 'of a
petroleum prospecting licence may be made shall not exceed
the number which is one-half in total of the number of
blocks in respect of which the licence was issued or first
renewed, as the case may be. .
For the purpose of determining the number of blocks in
respect of which a petroleum prospecting’ licence was’
granted or first renewed, there shall not be taken "into
account: any block excluded from the prospecting " area
pursuant to section 26(3) or (4) and any discovery block
subsisting in the prospecting area at the date on which the
application for the renewal is made.



DEFINITIONS

SECOND SCHEDULE
RESTRICTIONS AND SURFAGE RIGHTS

1. In this Schedulas -

"alienator" has the meaning assigned by section 1 of the Land
Reform Act [CAP. 123]; '

"custom owhcrs" means the person or persons who, in the absence of
a dispute, the Minister is satisfied are the custom owners of

land;

"lawful occupier", in relation to any land, means an alienator or
the custom owners, in relation to that land,

RESTRICTLIONS ON EXERCISE OF RIGHTS UNDER LICENCE
2., (1) A licensee shall not exercise any of his ripghts under this
Act or his licence - '

(a)

{b)

(cr)

except with the written consent of the Minister in
respect of -

(i) any public land; or

(ii) any land dedicated as a place of burial or
which is a place of religious significance;

subject to sub-paragraph (3) except with the written
consent of the lawful occupier thereof in respact of

(i) any land which is the site of, or which is
within two hundred metres, or such greatcr
distance as may be prescribed of, any
inhabited, occupied or temporarily uncccupied
house or building;

(ii} any land within fifty metres, or such grcater
distance as may be prescribed, of land which
has been cleared or ploughed or otherwise bona
fide prepared for the growing of, or upon
which there are growing, agricultural crops;

in respect of any land within two hundred metres, or
Such greatcr distance as may be prxescribed, of the
boundaries of, any cownship, except with the written
consent of the municipal council having control over
the Lownship;
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(3)

(4)
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(d) in respect of any land within two hundred metres, or
such greater distance as way be prescribed, of the
boundaries of any village, or of any land sec aside
or required for a village, a new village or a village
¢xtension, except with the written consent of the
MHinister;

(e) in respect of a mining area, as defined in the Mines
and Mineral act [CAP. 190], except with the written
consent of the holever of the mining licence
concerned; or

(£ in respect of any prescribed land or area except with
such consent as may be prescribed,

Any consent under sub~paragraph (1){(a), (c) or (d) may be
given unconditionally or subject to such conditions as are
speciticd in the instrument of consent.

Where, in the opinion of the Minister, any consent under
sub-paragraph (1)(b) is being unreasomably withheld, he
may, on such conditions, Lif any, as he may impose, give in
writing the conscnt required,

Any dispute as to wherher sub-paragraph (1){b) applies in

relation to any land or as to whether any person is a
lawful occupier of the land shall be decided by the
Minister.

RIGHT TO GRAZE STOCK, ETC.

3. (1)

(2)

(3)

.The lawful occupier of any land in a prospecting arca or a

development area retains any right which he may have to
graze stock upon or to cultivate the surface of the land,
except in so far as the grazing or cultivation interferes
with prospecting or development operations in any such
area. :

The lawful occupier of land in a development area shall not
erect any building or structure in the area wicthout the
consent. of the holder of the production licence; but if the
Mitiister considers that the consent is being unreasconably
withheld, he may give his consenlk amnd, in that event, the
lawful occupier may do so.

The rights conferred by a licence shall be exerciseod
reasonably and so as to affect as little as possible the
interests of any lawful occupier of the land subject to the
licence or on which rights under the licence are exercised,
consistent with the reasonable and proper conduct of
operatiens pursuant to the licence.
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Without limiting the gemerality of sub-paragraph (3), any
person carrying on operations under a licencc shall not,
excepl where that person gives to the Minister prier notice
in writing of the expected nature and duration of the
interfarcnce, take action which in any way will interfere
with -

(a) fishing; or
(b) mwavigation,
lawfully carried on.

FOR D1STURBANCE OF RIGHTS, ETC.

Where in the course of prospecting or development
opatations, any aisturbance of the rights of the 1lawlful
occupier of any laud or damage to any crop, trees,
builuings, stock or works thereon is caused, a licensee, by
virtue of which the operations are carried on, is liable to
pay any lawful occupier fair and reasonable compensation in
respect. of the disturbance or damage according to the
respective rights or interests of the lawful occupier
concerned.

1f a licensee and a lawful occupier [ail Lo reach agreement
with respect Lo the paywent of compensation, or Lhe amount
of compensarion payable, under sub-paragraph (1) in any
particular case, eicher party may refer Lhe matter to the
Lands Refereec for settlement and the decision of the Lands
Referee is final.

NOTLICE OF INTENTION TO COMMENCE PROSPECTING OPERATIONS, ETC.
3. Subject. Lo such exceptions as wmay be prescribed, a licensee,

before
in any
lawful

commencing prospecLing operations or development operations
lapd on which there is a lawful occupier, shall give to the
occupier of the land notice of his intention to commence

the operations, in such manner and form as may be prescribed.
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REPUBLIC OF VANUATU

PETROLEUM REGULATIONS No. 30 of 1997

To prescribe matters required under the Petroleum (Exploration and Production) Act No. 13
of 1993.

IN EXERCISE of the powers conferred upon me by section 65 of the Petroleum Exploration
and Production Act No.13 of 1993, I, SATO KILMAN, Minister of Natural Resources, make
the following regulations:-

PART 1 - PRELIMINARY

1 Definitions

(D In these regulations, unless the context otherwise requires:-
“ the Act” means the Petroleum Exploration and Production Act No. 13 0f 1993,

“ Commissioner “ means the Commissioner for Petroleum Exploration and
Production;

“form” means a form contained in the schedule of these regulations;
“ Mintster” means the Minister administrating the Act;

“operational area” means an area declared as such by the Minister for the exclusive
use of a licensee for exploration or drilling;

“part” means one of the parts, 1-11 of these regulations;
“standard fee” has the meaning given in Part 10.
(2) Terms defined in the Act have the same meaning in these regulations.

(3) The technical and industrial terms in these regulations have the meaning commonly
given to them in the petroleum industry.




2 Exemption or modification

(1) On request from the licensee, the Commissioner may exempt a person from any of
these regulations, or modify their operation.

(2} The Commissioner may not exempt a person from or modify these regulations unless
the Commissioner:

(a) has considered the objectives of the Act and the regulations and is satisfied
that the exemption or modification promotes them; and

(b) has published a notice of the exemption or modification in the Gazette and in a
daily newspaper circulating in the Republic; and

(c) has considered whether any conditions should be attached to the exemption or
modifications; and

(d)  has fully informed the Minister of the proposed exemption or modification,
any conditions proposed and the reasons for it and the Minister has approved
it in writing.

3 Other obligations

Other laws of the Republic also impose obligations upon licensees and operators,



PART 2 - PETROLEUM PROSPECTING LICENCE

4

Scope of Part 2

This Part sets out:

(a) how to apply for a petroleum prospecting licence ;
(b) how to create and transfer an interest in a petroleum prospecting licence;
(c) when to notify change of control;
(d) how to renew a petroleum prospecting licence;
(e) annual charges.
5 Definitions
In this part:-
(a) “ transfer” means:-
(i) ( as a verb) create, assign, novate,dispose of, deal with or transmit by
operation of law;
(i1} (as a noun) the means by which an interest in a petroleum prospecting
licence is transferred;
(b) “Interest in a petroleum prospecting licence” means a legal or equitable
interest in a prospecting licence or in the licensee or other rights arising from
a contract or understanding with the licensee, under which the licensee co-
operates with a third party with respect to the exercise of the rights attaching
to the licence or the enjoyment of the benefits of the licence, or confers those
rights on the third party.
6 Applying for petroleum prospecting licence
(1) An applicant for a petroleum prospecting licence must apply to the Minister on form
2-2 in the schedule.
(2) An application for the grant of a licence must be accompanied by:

(a)

(b)

the application fee set out in Part 10;

a statement giving particulars of the proposed work to be carried out under
the licence and minimum expenditure to be incurred;
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(c) a statement of any adverse effects which the proposed operatlons would be
likely to have on the environment;

(d)  proposals for controlling or eliminating any significant environmental effect
of the operations;

(e) a statement giving particulars of the applicant's proposals for employing and
training Vanuatu citizens.

An applicant may normally apply for up to 60 blocks,

If an applicant wishes to apply for more than 60 blocks, the Minister may consider an
application for more than 60 blocks but not more than 200 blocks if the Minister is
satisfied that special circumstances exist for doing so. The applicant should therefore

state fully and clearly the reasons for saying such special circumstances exist.

If an application relates to more than one block, the blocks must form a single area in
which each block has a side in common with a least one other block in the area.

Granting a petroleum prospecting licence

The prescribed form for a petroleum prospecting licence is form 2-3 in the schedule.
If the Minister grants a petroleum prospecting licence for more than 60 blocks, the
Minister must publish reasons for doing so in the gazette at the same time as granting
the licence.

Creating and transferring an interest

The transfer of an interest in a petroleum prospecting licence is of no effect unless it is
in writing and has been approved by the Minister in writing.

The transfer of an interest in a petroleum production licence does not affect the
liability of the licensee for any breach of:

(a) the conditions of the licence; or
(b)  any provisions of the Act or these regulations.

A person may transfer an interest to itself with another person in the same way as it
could transfer the interest to a third party.

Two or more persons may transfer an interest to any one or more of themselves in the
same way as they could transfer the interest to a third party.
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Application for approval of transfer

If the transferee is to become a holder of the licence, the licensee must apply to the
Minister on form 2-4 in the schedule. The application must be accompanied by:

(a) the application fee set out in Part 10;

(b) an instrument of transfer executed by all parties to the transfer
and a copy; .

(c) a copy of each document recording the terms of the transfer;
(d) the technical qualifications of the transferee;

(e) details of the technical advice that is or will be available to that
transferee;

H details of the financial resources that are or will be available to
that transferee.

If the interest of the transferee is as the holder of security over the licence, as a holder
of a royalty or any other interest not constituting ownership of an individual share of
the licence, the licensee must apply to the Minister on form 2-5 in the schedule. The
application must be accompanied by:

(a) the application fee set out in Part 10; and

(b) a copy of each document recording the terms of the transfer and the capacity
of the transferee to affect the exercise by the licensee of the rights attaching
to the licence or the enjoyment of the benefits of the licence.

Approval of transfer

The Minister may require an applicant to provide additional information about the

application. The application lapses if the licensee does not provide the information

within 28 days (or any longer period permitted by the Minister in writing).

The Minister must not unreasonably refuse to approve the transfer of an interest in a
licence if the transferce:

(a) controls the transferor, is controlled by the transferor or with the transferor is
under the common control of another entity; and

(b) is disqualified under the Act and these regulations from holding a petroleum
prospecting licence.



11

(1)

2

3)

12

D

@)

13

M .

(2)
14
M
2)

In any other circumstance, the Minister may:

(a) approve the transfer of an interest in a licence; or
® approve it subject to conditions; or
(c) refuse to approve it.

Consequences of transfer

If the Minister approves the transfer of an interest in a licence, the Minister must
cause the name of the transferee to be recorded as the holder of an interest in the

licence. .

The Commissioner must record the Minister's approval on a copy of the instrument of
transfer and return it to the applicant.

- The transfer of an interest in a licence does not prohibit the commencement or

continuation of any legal proceedings against the transferor. :

Notification of change of control of licensee

A licensee must notify the Commissioner within 14 days after it becomes aware of
any change in the identity of any person who ultimately controls the licensee.

Someone controls the licensee if they would be considered to have control of the
licensee (as a company) under section 59 of the Act.

Renewing a licence -

An application for the renewal of a petroleum prospecting licence must be lodged
with the Minister on form 2-6 in the schedule accompanied by the renewal fee.

The renewal fee is set out in Part 10.
Annual charge
The annual charge for a petroleum prospecting licence is set out in Part 10.

The annual charge must be paid when the licence is granted and subsequently each
year by the anniversary of the grant until the end of the licence.

The licence terminates if the licensee does not pay the annual charge by the due date.




PART 3 - PETROLEUM PRODUCTION LICENCE

15 ' Scope of Part3

This Part sets out:

(a)
(b)

(d)
(e)
®

16 Definitions

In this part -

(2)

(b)

how to apply for a petroleum production licence ;

how to create and transfer an interest in a petroleum production
licence ; ‘

when to notify change of confrol;

how to renew a petroleum production licencé;
the annual charges ;

the reports which a licensee must submit.

Division 1 - Application, transfer and renewal

“transfer” means:-

() (as a verb) create, assign, novate, dispose of, deal with or transmit by
operation of law; o :

(i) (as a noun) the means by which an interest in a petroleum production
licence is transferred;

““ interest in a petroleum production licence” or “interest in a licence™ means a
legal or equitable interest in a production licence or in the licensee or other
rights arising from a contract or understanding with the licensee, under

which the licensee co-operates with the third party with respect to the exercise
of the rights attaching to the licence or the enjoyment of the benefits of the
licence, or confers those rights on the third party.




17

(1)

(2)

Application for petroleum production licence

An applicant for a petroleum production licence must apply to the Minister on form
2.7 in the schedule.

The application must be accompanied by:

(@)
(b)

(©
(d)

(e

the application fee set out in Part 10;

a comprehensive report of the petroleum reservoir or deposit which includes:
(i) a description of the reservoir or deposit;

(ii)  the form of the petroleum;

(iii)  an analysis of the petroleum and other potential products of the
reservoir or deposit;

(iv)  an estimate of the reserves of each type of petroleum and of any other
product,

details (including a plan) of the area of which the application is made;

a report on production and processing possibilities and the applicant's
intentions for production and processing;.

a proposed program of production and processing operations which includes
the following details:

(1) the date by which the applicant intends to start production;

(ii) the capacity of production and scale of operations;

(iii)  the estimated overall recovery of petroleum and other products;
(iv)  the nature of the petroleum and other products to be produced;

(v) the marketing arrangements for sale of the petroleum and other
products;

(vi)  proposals for the prevention of pollution, the treatment of wastes, the
safeguarding of natural resources, the progressive reclamation and
rehabilitation of lands disturbed by operations, and the minimisation of
the effect of such extraction on adjoining or neighbouring lands;
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(vil) astatement of any adverse effect which the carrying out of operations
would be likely to have on the environment and proposals for
controlling or eliminating any significant effect;

(e) a detailed forecast of capital investment, operating costs and sales revenues
and the anticipated type and source of financing;

(f) proposals for employing and training Vanuatu citizens;

(2) a report of the goods and services required for the production and processing
operations which can be obtained within the Republic and the applicant's
intention in relation to them;

(h) details of expected infrastructure requirements;

(1) any other matter that the applicant wants the Minister to constder or has been
informed that the Minister requires.

Granting a petroleum production licence

The prescribed form for a petroleum production licence is form 2-8 in the schedule.

19
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Creating and transferring an interest

The transfer of an mterest in a petroleum production licence is of no effect unless it is
in writing and has been approved by the Minister in writing.

An interest in a petroleum prospecting licence does not affect the liability of the
licensee for any breach of :

(a) the conditions of the licence; or
(b) any provision of the Act or these regulations.

A person may transfer an interest to itself with another person in the same way as it
could transfer the interest to a third party. ‘

Two or more persons may transfer an interest to any one or more of themselves in the
same way as they could transfer the interest to a third party.

Application for approval of transfer

If the transferee is to become the holder of the licence, the licensee must apply to the
Minister on form 2-9 in the schedule. The application must be accompanied by:

(a) the application fee set out in Part 10;

(b) an instrument of transfer executed by all parties to the transfer and a copy;
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(c) a copy of each document recording the terms of the transfer,
(d)  the technical qualifications of that transferec;

(e) details of the technical advice that is or will be available that are or will be
available to that transferee;

() details of the financial resources that are or will be available to that transferee.
If the interest of the transferee is as the holder of security over the licence, as the
holder of a royalty or any other interest not constituting ownership of an individual
share of the licence, the licensee must apply to the Minister on form in the schedule.
The application must be accompanied by:

(a)  the application fee set out in Part 10;

(b)  acopy of each document recording the terms of the transfer and of the
capacity of the transferee to affect the exercise by the licensee of the rights
attaching to the licence or the enjoyment of the benefits of the licence.

Approval of transfer

The Minister may require the licensee to provide additional information about the

application. The application lapses if the licensee does not provide the information

within 28 days (or any longer period permitted by the Minister in writing).

The Minister must not unreasonably refuse to approve the transfer of an interest in a
licence if the transferee:

(a) controls the transferor, is controlled by the transferor or with the transferor is
under the common control of another entity; and

(b) is qualified under the Act and these regulations to hold a petroleum production
licence.

In any other circumstances, the Minister may:
(a) approve the transfer of an interest in a licence; or
(b) approve it subject to conditions; or

(© refuse to approve it.
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Consequences of transfer
If the Minister approves the transfer of an interest in a licence, the Minister must
cause the name of the transferee to be recorded as the holder of an interest in the

licence.

The Commissioner must record the Minister's approval on a copy of the instrument of
transfer and return it to the applicant,

The transfer of an interest in a licence does not prohibit the commencement or
continuation of any legal proceedings against the transferor.

Notification of change of control of licensee

A licensee must notify the Commissioner within 14 days after it becomes aware of
any change in the identity of any person who ultimately controls the licensee.

Someone controls the licensee if they would be considered to have control of the
licensee (as a company) under section 59 of the Act,

Renewing a licence

An application for the renewal of a petroleum production licence must be lodged with
the Minister on form 3-1 in the schedule accompanied by the renewal fee.

The renewal fee is set out in Part 10.

Annual charge

The annual charge for a petroleum production licence is set out in Part 10.

The annual charge must be paid within 30 days of the licence being granted and

subsequently in each year of the licence on or before the anniversary of the grant until
the end of the licence.

" The licence terminates automatically if the licensee does not pay the annual charge by

the due date.

Division 2 - Reports

Program of work

Each year, at least 3 months before the anniversary of the grant of the petroleum production
licence, the licensee must submit to the Commissioner a program of work the licensee
proposes to carry out in the licence area in the next 12 months.
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Estimate of recoverable and in-place petroleum

Each year, at least 3 months before the anniversary of the grant of the petfoleum
production licence, the licensee must submit to the Commissioner 2 copies of an
estimate of recoverable and in-place petroleum, setting out:

(a) the location of the petroleum pool;

(b)  the estimated amount of recoverable petroleum in a commercial pool or in-
place petroleum in a currently non-commercial pool;

(c) the data upon which the estimates used in the return are based;

(d) details of any specific returns made during the previous year in connection
with reservoir performance and production optimisation.

If the estimate is revised as a result of a field study, the licensee must submit to the
Commissioner:

(a) 2 copies of that study; and

(b) a copy of the revised estimate.

Monthly production returns
Not later than the 21st day of each month, the licensee must submit to the
Commissioner 2 copies of a monthly production return for each petroleum reservoir in
a licence area relating to the previous calendar month.
The monthly production return must contain the following information:
(a) the total quantities of:
(1) each product (itemised by type)produced,;
(i)  liquid and gaseous petroleum used,
(iii)  gaseous petroleum flared or vented,
(iv)  product (itemised by type) re-injected into subsurface reservoirs;
(vi}  liquid petroleum stored at the beginning and the end of the month;

(vi)) product (itemised by type) delivered from the area;

(viii) the cumulative quantities of product (itemised by type) produced or
injected as at the end of the month;



(b)

for each well:

(@)
(i)

(iii)
(iv)

V)
(vi)

its identification name and number;

a summary of all work performed on the well during the previous
month;

the result of the production test required by regulation 101, including
the choke size used and the tubing and separation pressures observed
during the test;

the status of the well at the end of month;

the number of days of production;

the total estimated quantities of product (itemised by type) produced or
injected during the month and cumulative quantities of liquid

and gaseous petroleum and of water produced or injected as at the end
of the month.

(3) In this regulation “product” means Hquid petroleum, gaseous petroleum, gas (not
being petroleum), water and any other products of the field.
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Scope of Part 4

This Part sets out:
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(a) the licensee's duty to nominate an operator (Division 1);

(b) details of operations documents required to be submitted by the licensee
(Division 2);

() duties of the licensee during operations (Division 3);

(d) obligations of the licence in regard to emergencies and occupation health and
safety (Division 4) and electrical work (Division 5);

(e) the licensee's duty to protect the environment (Division 6).
Division 1 - Operator

Licensee must nominate an operator

A licensee must apply to the Commissioner for approval of an operator before the

licensee starts any operations. The operator is the person responsible for the day to

day conduct of all operations under the licence. No operations under the licence must

be conducted unless there is a currently approved operator.

The licensee must immediately inform the Commissioner of any proposed change-in

operator and apply to the Commissioner for approval of the replacement operator

before it assumes control of operations.

Approval of operator

The Commissioner must not approve an operator unless the Commissioner is satisfied

that:

(a) the operator and the operator's advisers have technical capacity and suitable
experience; and

(b) the operator is able to comply with:

(i) the conditions of the particular licence; and

(i) the provisions of the Act and these regulations; and
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(i1i)  any directions.

The approval under this regulation must be in writing.

Division 2 - Operations documents

Operations documents to be submitted before commencing operations

A licensee must not start operations in any part of a licence area until the
Comumissioner has approved operations documents which apply to those operations.
and that part of the licence area.

Operations documents means the documents set out in subregulation (3).

A licensee must submit:

(a) an Environmental Code of Practice; and

(b)  an Environmental Report; and

(c) a Procedures Manual; and

(d) an Emergency Response Manual,

to the Commissioner at least two months before the proposed start of operations in
the licence area. The application must state whether the documents submitted apply to
conditions and operations throughout the licence area, or only to a specified part of it.
The Commissioner may permit one or all of these documents to be submitted less than
2 months before the proposed start of operations if unforeseen circumstances justify

the late submission.

The Commissioner may approve or refuse to approve any of these documents having
regard to the criteria set out in this Division.

The licensee may revise and re-submit for approval a document which the

Commissioner has refused to approve. Unless waived by the Commissioner, the
application must be accompanied by the standard fee.

Environmental Code of Practice

The Environmental Code of Practice must contain the procedures that are proposed to apply
in the part of the licence area to which the Code relates to:
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protect wildlife, livestock, flora, marine creatures and sites of natural,
geological and tourist significance, and other environmentally sensitive areas
in line with existing laws (if any) and the Republic's conservation’ policies;

minimise the disturbance of the land surface;

clean up and rehabilitate any areas disturbed by the operations.

34 Environmental Report

The Environmental Report must contain information on:

(a)

(b
©)

(d

(®)
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name and type of activity which is to be undertaken in the part of the licence
area to which the Report applies;

crew size and equipment to be used;

the natural environment in the area with particular reference to the physical
and biological environments and present land use;

the areas and items referred to in regﬁlation 33 within or immediately adjacent
to the licence area or otherwise likely to be affected by the proposed
operations,

the area of any public land or internal waters involved and the name of the
person or body responsible for the management of the land or waters under

any statute;

any discussion or liaison carried out with any bodies or groups with an interest
in environmental issues;

the environmental effects of undertaking the proposed operations and the
measures proposed to avoid or minimise environmental effects;

any procedures proposed to monitor the impact on the environment of the
proposed operations;

any area to be nominated for waste disposal;
proposals to ensure quality of water discharged is in accordance with

existing laws and the National Conservation policies of the Republic;

any reference material necessary to understand any information in the Report.



35 Procedures Manual

The Procedures Manual must contain information on:

(a) the techniques to be employed for each technical procedure forming part of
the operations the subject of the Manual;

(b) an estimate of the time to be taken for each of these procedures;
(c) the material to be used;
(d) the safety measures to be employed.

36 Emergency Response Manual

The Emergency Response Manual must contain information on:

(a) the procedures to be followed and actions to be taken in the event of an
emergency involving:

(i) - the escape or ignition of petroleum or other hazardous substance;
(ii)  serious injury to a person;
(iii) any ofher emergency associated with the operations;
{(b) the persons responsible for implementing these procedures and actions.
37 Review and update of operations documents
(D If operations are on-going, the documents required by regulation 32 (3) must be:
(a) reviewed by the licensee every 2 years; and
(b) resubmitted to the Commissioner for approval.

(2) On the request of the licensee, the Commissioner may grant an extension of time not
exceeding 1 year in which to resubmit a document.

(3) If required by changed circumstances or as directed by the Commissioner, a licensee
must:

(a) update the Procedures Manual and Emergency Response Manual to accord
with good oil-field practices; and

(b) submit the update to the Commissioner for approval.



(4) The Commissioner may require specific amendments to the documents before
approving them,

38 Approval ete, to be in writing
Any permission, extension of time, or approval required under this division must be in
writing.
Division 3 - General duties of licensee during operations
39 General Duties
(D A licensee must:
(a) carry out all operations in accordance with the operations documents; and

(b) otherwise carry out operations in a proper, safe and workmanlike manner in
accordance with good oil-field practices; and

(c) take all reasonable steps necessary to secure the safety, health and welfare of
persons engaged in the operations or nearby to the operations who could be

affected by them, and

(d) take all reasonable steps to ensure operations are carried out in a manner that
minimises anty adverse impact on the environment or property.

(2)  Alicensee must also comply with directions given by the Minister under section 36 of
the Act.

40 Personnel
(D Suitability for work
The licensee must ensure personnel used in operations:

(a) have any certificate of competence, authorisation or
qualification required by a law of the Republic to carry
out an activity; and

(b) otherwise are suitably qualified for the work.

(2) Availability of information

The licensee must take all reasonable steps to ensure that personnel working in the licence
area have access to, understand and comply with:
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(a) these regulations; and

(b) the operations documents; and

(¢) any directions made under section 36 of the Act.

At the end of each shift, the operator must take reasonable steps to ensure that every
supervisor of a worksite (or part of a worksite) informs the incoming supervisor of the

state of operations at that worksite.

Communications

The licensee must ensure that radio or telephone communication facilities are established at
each main operational location and maintained in good working condition.

42
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Admission to the operational area

The licensee must ensure that a person is not permitted to enter the operational area
without the approval of the operator if they are not engaged in, or directly concerned
with, the carrying on of operations.

A person who is admitted to the operational area with the operator's approval must
first be given all necessary instructions required by the Procedures Manual and the
Emergency Response Manual.

The licensee must take all reasonable steps to warn persons near property and

equipment used in operations of the presence of and possible hazards arising from that
property and equipment.

Division 4 - Emergencies and occupational health and safety

Emergencies

If an emergency occurs, the licensee must:

(a) immediately report the emergency to the Commissioner
or an authorised officer; and

(b) submit a written report to the Commissioner within 21
days of the emergency, specifying measures taken or to
be taken to prevent a possible recurrence.
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Hazardous situation

The licensee must immediately report a hazardous situation to the Commissioner or
an authorised officer. The licensee must also submit a written report to the
Commissioner within 5 days of the occurrence of a hazardous situation specifying:
(a) the date, time and place of the occurrence;

(b) the quantity or approximate quantity of material that has escaped or burned;

(©) particulars of damage caused by the escape or ignition;

(d)  the events so far as they are known or suspected that caused or contributed to
the escape or ignition;

(e) particulars of methods used to control the escape or ignition;

(D) particulars of methods used or proposed to be used to repair property, plant or

equipment damaged by the escape or ignition;

(g) measures taken, or to be taken, to prevent a possible recurrence of the escape
or ignition.

In these regulation *hazardous situation” means:-
(a) a spill of liquid or gaseous hydrocarbon;
(b any uncontrolled escape or ignition of petroleum;

(c) any spill, escape or ignition of other poisonous flammable or combustible
material causing a threat to health or safety.

Injuries
The licensee must keep a record of each injury occurring in the course of operations.

The licensee must submit a report to the Commissioner no later than the 21st day each
month outlining injuries that occurred during the previous month.

In addition, if the injury involves death or requires immediate attention by a medical
practitioner, the licensee must:

(a) immediately report the injury or death to the Commissioner or an authorised
officer; and

(b) submit a written report to the Commissioner within 5 days specifying:

(1) particulars of the injury or death;



(ii) the circumstances leading to its occurrence;

(iii)  any treatment given to the injured person and the name of each medical
practitioner consulted in relation to the injury.

46. Damage to property or equipment

If damage occurs to property or equipment (including its loss or destruction), the licensee
must submit a written report to the Commissioner within 5 days specifying:

(a) the date, time and location of the incident;
(b) particulars of the damage;

(<) the events so far as they are known or suspected that caused or contributed to
the incident;

(d)  particulars of the repairs carried out or proposed to be carried out;

(e) measures taken, or to be taken, to prevent possible recurrence.

Division 5 Electrical work
47 Work must be undertaken by a qualified electrical mechanic
Only a suitably qualified electrical mechanic must:
(a) install any electrical apparatus or circuit; or
(b) carry out maintenance work on electrical apparatus or cables which;
(1) carry voltage exceeding extra low voltage; or

(i)  are not ancillary to wireline logging units, mud logging units or
electronically-equipped production control and gauging installations.

48 Tests

(1) The licensee must ensure that electrical installations are tested by a suitably qualified
electrical mechanic:

(a) in the case of drilling rigs:
(1) prior to spudding in each well; and

(i) then every 2 months;
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() in the case of temporary installations, every 2 months;
(c) in the case of permanent installations, every year.

The results of the tests must be:

(a) recorded in a tour report or log book; and

(b) signed by the person who carried out the test; and

{c) counter-signed by the supervisor on the particular site.

The Commissioner may direct the licensee to carry out additional tests on electrical
installations. Such directions must be made in writing.

Wiring and electrical circuits
Wiring

All wiring must be installed and maintained in a proper, safe and workmanlike
manner.

Electrical circuits

The licensee must ensure:
(a) that electrical circuits are protected against overload and short circuit; and

(b) that circuits above extra low voltage are protected against the leakage of
current to earth by an approved earth leakage circuit breaker.

Earthing and lighting protection

The structure of a permanent facility for handling flammable liquids must be
protected against lightning by the installation of suitable equipment.

The structure of a drilling rig need not be so protected against lightning if it is earthed
so that the maximum resistance to earth does not exceed 10 ohms.

Control of static electricity

The licensee must ensure that adequate measures are taken to prevent the ignition of
flammable materials by static electricity.

52

Welding

The licensee must ensure that electrical welding return conductors are connected directly to:



(2)

(b)

the equipment being welded; and

the earthing system of the rig of other plant.

53 Electrical shoek

The licensee must ensure that instructions on the procedure and treatment to be followed in
case of electric shock are prominently displayed in any place where electricity is used,
including the rig floor, the driller's doghouse and the generator house.

Division 6 - Protection of the environment

54 General duties

A licensee must:

(2)

()

(d)

(e)

&)

(g)

control the flow and prevent the waste or escape in the licence area of
petroleum, gas (not being petroleum), water or other product;

prevent the escape of any mixture of water or drilling fluid and petroleum or
any other product;

prevent damage to petroleum-bearing strata both within and outside the
licence area; :

keep separate as the Commissioner directs by notice in writing served on the
licensee:

(1) each petroleum reservoir discovered in the licence area;
(i)  discrete aquifers (if any) discovered in the licence area;
prevent water or any other matter entering any petroleum reservoir through the

wells in the licence area except where required by, and in accordance with,
good oil-field practices;

prevent the pollution of any body of water, land area or marine environment
by the escape of petroleum, salt water, drilling fluid, chemical additive, gas
(not being petroleum), waste, effluent or any other product;

if pollution occurs, treat or disperse it in an environmentally acceptable
manner.



55 Flaring natural gas or petroleum
A licensee may only flare petroleum or gas:
(a) with the prior written approval of the Commissioner; or

(b) in emergencies, to safeguard the health and safety of persons or to prevent
damage to property; and

a licensee must only flare petroleum or gas in accordance with good oil field practice which
enable both the quantity and composition of petroleurn products to be determined.

56 Disposal of produced petroleum and gas

The licensee must ensure that any petroleum or gas produced from a well during drilling,
testing or repair is either:

(a) flowed through the well's flowing to a gathering facility; or

(b) disposed of in accordance with good oil-field practices, so as to enable both
the quantity and composition of the petroleum to be determined.

57 Waste or contamination
(1) Tests

If there is a reasonable possibility that petroleum gas or water will be wasted or
contaminated, the Commissioner may direct the licensee or any other person to
undertake specified tests within a certain time to determine if waste or contamination
is occurring,

(2)  The licensee or that other person must submit the results of these tests to the
Comrnissioner as soon as practicable.

(3) Obligations of licensee

If as a result of these tests, it is established that waste or contamination is occurring,
the licensee must take all necessary steps to remedy or prevent the waste or
contamination. The Commissioner may require the licensee or any other person to
carry out further tests to determine the effectiveness of those steps in remedying or
preventing the waste or contamination.

(4) Discharge of waste fluids

The licensee must ensure that all formation water and other waste fluids produced
from a well are disposed of in accordance with good oil-field practices and so as not
to constitute a risk to public health or safety, or to contaminate water or land not
specifically approved in writing by the Commissioner for waste disposal.



(5) The licensee must provide details to the Commissioner of the means by which the
quality of water discharged will be  controlled to ensure compliance with
conservation policies of the Republic and existing laws, if any.

(6) The licensee must ensure that a record is maintained of the quality of water
discharged.



PART 5 - SURVEYS

58 Scope of Part 5

This Part sets out:
(a) how to apply to undertake a survey (Division 1);
)] duties in undertaking a survey {Division 2);

(c) the reports which must be provided by a person undertaking a survey
(Division 3).

Division 1 - Applying to undertake a survey
59 Who may undertake a survey?
A person may undertake a survey only if he has:
(a) one of the following:
(1) a petroleum prospecting licence; or
(i1) a petroleum production licence; or

(iii)  authorisation from the Commissioner under section 61 of the Act to
carry out a scientific investigation; and

(b) specific approval for the survey from the Commissioner.
60 When must an application be made?
An application must be made at {east 2 months before the proposed start of the survey.
However, the Commissioner may permit an application to be submitted within the 2 months
if unforeseen circumstances justify the late submission.Any such permission must be in
writing.

61 What must the application include?

(1) An application must specify the type of survey to be undertaken.

(2) The application must include:

(a) the proposed starting date;
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a plan showing the location of the survey;

the names of the contractors who will carry out the survey;
the estimated duration of the survey;

the cost which will be incurred;

the standard fee.

If the application is for a seismic survey, gravity survey or magnetic survey, it must
also include:

(a)

details of the equipment to be used;

(b) a plan showing the proposed survey stations and traverses;

(c) a description of operations and procedures (particularly of positioning and
acquisition systems);

(d) the proposed flying altitude in the case of airborne surveys;

(e details of any proposal to carry out a seismic operation within 300 metres of 2
quarry, marine reef, shipwreck or marine structure.

Approval

The Commissioner may:

(2)
(b)
(¢}

approve an application; or
approve it subject to conditions; or

refuse to approve it.

The applicant may revise and resubmit an application for approval to undertake a
survey which the Commissioner has refused to approve. Unless waived by the
Commissioner, the revised application must be accompanied by the standard fee.

Any approval or waiver granted by the Commissioner under this Division must be in

writing,



Division 2 - Conduct of a survey
63 General duties
The licensee must:

(a) not start a survey without providing 48 hours notice of the starting date and
time to the Commissioner or an authorised officer nominated by the
Commissioner;

(b)  not continue a survey without the written approval of the Commissioner if the
area or duration of the survey has significantly changed from the approved

area or duration;

(c) not use explosives for a seismic survey without the written approval of the
Commissioner;

(d)  ensure that all energy sources used in a seismic survey operate in accordance
with good oil-field practices;

(e) ensure that all energy sources used in a seismic survey are properly stored and

maintained to prevent undue deterioration.

Division 3 - Reports and submissions

64  Weekly survey report

The licensee must submit a report each week to the Commissioner stating the progress of the
survey.

65  Overall survey report

(1) The licensee must submit a wriiten report to the Commissioner within 4 months of
completing a survey. However, the Commissioner may grant an extension of up to 2
months if unforseen circumstances justify the late submission.

(2) The report must include:

(a) name and location of the survey;

(b) dates of start and finish of the survey;

(c) names of the contractors used to carry out the survey;
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(d) details of the operations carried out;

(e} system and equipment used in the survey;

(H) geological or geophysical techniques and equipment used;

(g)  -data processing report;

() summary of the costs of the survey;

(1) details of the samples (including geochemical samples) acquired;

() in the case of a geophysical survey, the number of kilometres recorded.
Any extension of time granted under subregulation (1) must be in writing.
Basic data submissions

General

The licensee must submit to the Commissioner the information set out in this
regulation by the earlier of:

(a) 90 days after comfletion of processing of data; and

(b) 90 days after before the last day of the current term of the licence.

The information must be clearly identified.

Gravity/magnetic survey

If a gravity or magnetic survey has been carried out, the licensee must submit:

(a) one copy of processed magnetic tapes of both located and girded data,
accompanied by an explanation of the format that enables their processing;

(b) one stable base transparent copy of Bouguer gravity, free air gravity, to all -
magnetic intensity and, if prepared, vertical gradient and residual contour
maps;

(c) one stable base transparent copy of computer generated profile data;

(d) one copy of analog monitor records, diurnal records and altimeter records;

(e) maps or profiles which annotate line position, line number, registration marks

and processing parameters.
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Seismic Survey
[f a seismic survey has been carried out, the licensee must submit:

(a) one copy of field tapes accompanied by observer’s logs with an explanation of
the recording format that enables their processing;

(b) one stable base transparent copy of both a single survey and composite
shotpoint location map together with one copy of each magnetic tape and other
digital media of shotpoint co-ordinates and elevations;

(c) one stable base transparent copy of final processed sections having a vertical
scale of 10cm/sec, and, if prepared, migrated sections.

3-D Seismic Survey

If'a three dimensional seismic survey has been carried out, the licensee must submit:

(a) the information specified in subregulation (3); and

(b) one copy of each final staked migrated tape, in a format suitable for loading
onto interactive work stations for interpretation,

Other reports and submissions
Seismic reprocessing, analysis etc

The licensee must submit a written report to the Commissioner within 30 days of
undertaking any:

(a) seismic reprocessing; or

(b) analysis; or

(c) study (including a geological study); or
(d) operation,

which does not fall under regulation 66. The report must include details of activity
and interpretation of the results.

Wireline survey

If a wireline survey has been carried owt, the licensee must also submit to the
Commissioner within one month of processing data:



(a) one copy of all available digital form log data on magnetic tapes (or on disk if
available) in an edited format that permits their processing;

(b) one stable base transparent copy and one paper print of each log at each scale
run in the survey;

(c) one stable base transparent copy of one paper print of each computer
processed interpretation log.

68 Delivery of seismic tapes to Commissioner

The licensee must ensure that all seismic tapes are delivered to the Commissioner within 90
days of the relevant licence terminating.



PART 6 - DRILLING AND WORKOVER

69 Scope of Part 6

This Part sets out:

(a) how a licensee can apply for approval to drill or workover a well and to
conduct a production or drill stem test (Division 1);

(b)  the duties of a licensee undertaking drilling (Division 2);

(c) the reports required from the licensee (Division 3).

Division 1 - Approval
70 Who may undertake drilling?

Before drilling can be undertaken, a licensee must obtain approval in writing from the
Comumissioner.

71 When must a drilling application be made?
A drilling application must be made:

(a) at least 3 months before the proposed start of drilling if it is to take place in an
environmentally sensitive area; and

()] in any other case, at least 2 months before the proposed start of drilling.
72 What must a drilling application include?
(D The drilling application must include 2 copies of:

(a) for a new exploration or development well, a drilling programme; or

(b)y  for an existing exploration, development or producing well, a workover
program and,

(c) the standard fee.
(2) The program must include:

(a) name and address of person responsible on behalf of the licensee for
communications with the Commissioner;
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(b) name and address of the drilling contractor;

(c) names and addresses of other contractors involved in the operationé and the
nature of the services they will perform;

(d) proposed well name and number;

(e) location, elevation and co-ordinates of the well site;
(£ a current map showing;
(1) the existing land tenure including reserves and private property;

(i)  the location of any other wells and public utilities;
(iii)  any other structure within 150 metres of the proposed well location;
(g) a geological prognosis of the area which includes well objectives for
exploration wells, play definition (s) (sources, seal, reservoir, trap
configurations) accompanied by a time or depth map of near target horizon(s)
and seismic sections where possible;
(h) programmed depth;
(1) estimated spud date;

G estimated drilling time;

(k) description of type and method of operations of rig and blow-out prevention
equipment;

(1) particulars of coring, casing, casing cementing, drilling fluid, electric
(wireline) logging and mud logging;

(m)  details of directional drilling operations (if the directions include directional
drilling);

(n) proposed well parts (if the well is to be other than vertical);

(o) any amendment or update of the operations documents referred to in
regulation 32 required to be lodged due to the nature or location of operations;

(p) detailed pollution control measures,
Production or drill stem tests of exploration and development well

A licensee must not start a production or driil stem test in an exploration or
development well without the prior written approval from the Commissioner.
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The application must include details of

(a) the equipment proposed to be used for the test;

(b) the proposed testing program;

{(c) the interval in the well proposed to be tested,

(d) the proposed duration of the test;

(e) the maximum quantity of petroleum or water proposed to be produced,;
(£) the proposed method of disposal of the petroleum or water produced.

An approved test must not be conducted before giving at least 24 hours written notice
to the Commissioner,

Workover of wells

A licensee must not workover a well without the prior written approval from the
Commissioner.

The application must include details of :

(a) the zone in the well proposed to be abandoned;

(b) the zone in the well proposed to be developed;

(c) proposed modification and changes of the equipment in the well;

(d) proposed changes in the wellhead and production equipment;

(e) procedures proposed to be used.

Pressure test

If a well is to be worked over for gas lift operations, the licensee must undertake a
pressure test that will prove the integrity of the well production casing, tubing and
associated equipment.

The Commissioner may permit the pressure test to be carried out not more than 15
months before the workover of the well if unforeseen circumstances justify doing so.
Otherwise the test must be undertaken not more than 12 months before the start of

operations.

Any permission granted under subregulation (4) must be in writing.
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Approval

The Commissioner may:

(a) approve an application under this Division; or

(b) approve it subject to conditions; or

(c) refuse to approve it,

The licensee may revise and resubmit an application which the Commissioner has
refused to approve. Unless waived by the Commissioner, the revised application must

be accompanied by the standard fee.

Any waiver granted under subregulation (2) must be in writing.

Division 2 - Duties of licensee undertaking drilling
Casing
The licensee must ensure that:
(a) a well is lined with casing;

{b) the design, placement and cementing of caéing strings is in accordance with
regulation 77,

(c) casing recovered from a well is not re-used in another well unless it has first
been inspected in accordance with good oil-field practices;

(d) conductor pipe is installed in a well to protect the well and equipment against
surface formation instability and to enable the circulation of drilling fluid from
the well before surface casing is installed;

(e) surface casing is designed and set in accordance with good oil-field practice;

() a well (other than a plugged and abandoned well) is equipped so that the
pressure in each annulus may be measured.

Cementing of casing
The licensee must ensure that:

(a) casing strings are designed, placed and cemented in accordance with good oil-
field practices; and :
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{(b) details of all cementing operations are recorded in the driller’s log; and

(c) the Commissioner is notified as soon as practicable if there is any reason to
suspect a faulty cementing operation.

The licensee must ensure that, if the cementing requirements of this regulation have
not been achieved by primary cementing operation, re-cementing or remedial

cementing is undertaken to achieve compliance with the regulation.

Drilling after cementing

Start

The licensee must ensure that drilling does not start after cementing of casing strings
until:

(a) either:
(1) 24 hours has passed; or
(i)  the cement has been under pressure for 8 hours for the surface casing
string and 10 hours for all other casing strings. The cement is
considered to be under pressure if, during the time lapse, the cement
is restrained from movement by the use of float valves or other suitable

equipment; and

(b) the pressure tests set reffered to subregulation (2) of this regulation are
satisfactorily completed.

Pressure tests
The licensee must:
(a) conduct pressure tests on:

(i) all casing strings (except the conductor casing string) before drilling
out of the casing shoe; and

(i)  the production casing string to an approved pressure,

for as long as it is necessary to ascertain that there is no continuous pressure
drop; and

(b) record pressure test results in the driller’s log.

Blow-out prevention equipment - installation



The licensee must install, operate and maintain blow-out prevention equipment in accordance
with good oil-field practices.
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Blow-out prevention equipment - safety and emergency requirements
Control panel

The licensee must ensure that during operations a control panel for operating blow-out
prevention equipment is located both:

(a) on the drill floor; and

(b) at a distance from the drill floor to ensure safe and ready access in time of
emergency.

Choke manifold
The licensee must ensure that each choke manifold has;
(a) a pressure gauge which'indicates the drill pipe pressure at the drill floor; and

(b} a pressure gauge which indicates the casing string/drill string annulus pressure
at a known point upstream of the choke.

This choke manifold equipment must be clearly visible to the choke operator when
standing in the normal operating position for either the remotely or hand adjustable
chokes.

Blow-out prevention - tests and drill

The licensee must ensure that blow-out prevention drills are conducted weekly for
each drilling crew.

The blow-out prevention drill must test that:

(a) all equipment is operating; and

{(b) all drilling crews are properly trained to carry out emergency duties.

The licensee must ensure that all blow-out prevention drills and response times are
recorded in the drillers log.

The licensee must ensure that;

(a) a notice 1s displayed on the rig floor providing details of the well control
procedures to be followed if indications of a well kick are observed; and

{(b) all drilling crews are trained in those procedures.



82 Formation integrity testing

The licensee must ensure that a formation integrity test is conducted in accordance with good
oil-field practices.

83 Deviation surveys

The licensee must ensure that deviation surveys are taken at intervals of between 150 metres
and 300 metres to ascertain the deviation of a well from vertical.

84 Wells
A licensee must:

(a) report any repair, modification, recompletion, production test or suspension of
a well to the Commissioner; and

(b)  not abandon, close or plug a well without prior written consent of the
Commissioner; and

(c) close or plug the well in a manner approved in writing by the Commissioner.
Division 3 - Reports
85 Daily driiling report
(D Before 11.00am each day, the licensee must submit to the Commissioner a daily
written report of the drilling or workover operation for the previous 24 hours.
(2) The daily report must contain the following information:
(a) the name of the well;
(b) the depth drilled;
(<) the work carried out;
(d) the size and shoe depth of the last casing/liner;
(e) the bit size;
)] the following drilling fluid properties:
(1) weight,
(i1} viscosity;
(iii)  fluid loss;

(iv)  pH;
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(1) plugged; or
(11) completed; or
(i)  suspended; or
(iv}  abandoned;

particulars of the results of formation-fluid sample tests and any production
tests carried out on the well;

particulars of equipment installed in or on the well;

particulars of cementing operations carried out in or on the well;
particulars of locations in the well at which samples were obtained,
particulars of all surveys made in the well;

particulars of the casing and equipment installed in or on the well complete
with schematics showing major dimensions and features of such casing and

equipment ;

in the case of a development well that has been deviated or drilled from a
central location:

(1) the surveyed path of the well;

(i) the poéition of the various marker horizons;

(iii)  the position of the perforations in the reservoir;

particulars of the geological interpretation of the observations made as a result
of drilling the well (In the case of an exploration well, this must be
accompanied by geological maps and sections drawn on the basis of

the interpretations made.);

where appropriate, a discussion of the relevance of the findings of the well to
the evaluation of the hydrocarbon potential of the area around the well and

of the basin containing it;

the depths and descriptions of geological samples such as cuttings, sidewall
and conventional cores;

all surveys and measurements made in the well, including any detailed
interpretations, if made;
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the lithology of formations penetrated;
any indications of petroleum or other products;
results of surveys made in the well bore;

when available, estimated daily and cumulative well costs.

Final well report

The licensee must submit a written well report to the Commissioner for each well
within 6 months of the well being:

(a)
(®)
(c)
(d)

plugged; or
abandoned; or
suspended; or

completed.

The well report must include:

(a)
(b)
(c)

(@
©
(9
(g)
()

the name and location of the well;
the elevation of the well location;
the depth of the well measured by:
() its along hole length; and

(i1)  the vertical depth measured by the distance below the rotary Kelly
bushings;

the depth of the various marker horizons:

the depth of the perforations in the petroleum reservoir (if any);
the dates of the start and finish of making the well;

the drilling rig used to make the well,

a statement as to whether the well has been:
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(t) the geological interpretation of the observations made;

(u) where available, interpretations of all wireline log data;

(v) where available, all fluid sample analyses;

{w)  reports on cores and cuttings required by this regulation;

(x) a summary of the costs of drilling subsequent tests and sampling.

If not included in the well report, the licensee must ensure that reports of special
technical studies on samples and cores obtained from wells (including palacontology,
palynology, permeability, porosity, fluid saturations, relative permeability, capillary
pressure and fluid analysis and geochemical analyses) are submitted to the
Commissioner as soon as they become available,

Well evaluation logs

The licensee must ensure that a suite of logs is run and recorded:

(a) when a well is cased (other than with surface casing);, or

(b)  when a well is completed; or

(c) when a well is abandoned; or

(d) where directed by the Commissioner.

The suite of logs must sufficiently and properly determine:

(a) formation porosity;

(b) formation fluid saturation;

(c) stratigraphic correlation with surrounding wells;

(d) if inadequate control exists in the vicinity of the well, velocity control.

The licensee must submit to the Commissioner:
(a) a copy of each log run, which must be forwarded as soon as it is recorded;

(b) stable base transparencies of each log, which must be provided as soon as
practicable after they are made;

(c) magnetic tape or other digital log data, which must be provided (as soon as
practicable after they become available).



PART 7- PETROLEUM PRODUCTION
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Scope of Part 7

This Part sets out the specific duties of a holder of a petroleum production licence:
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(@)
(b)
(©)
(d)
(e)

in constructing production facilities and selecting equipment (Division 1);
before starting production (Division 2);

in undertaking producing (Division 3);

in the calculation and payment of the production royalty (Division 4);

in submitting reports and retaining records (Division 5).

Division 1 - Production facilities and equipment

Constructing a production facility

Only the holder of a petroleum production licence who has obtained written approval
from the Commissioner may construct a production facility.

When applying for approval, the licensee must give details of :

(a)
(b)
(©)
(d)

(e)

give details of the location of the facility;
give details of its design;
give details of the proposed standards and method of construction;

give details of the specifications and plans for emergency shutdown
equipment and any fixed fire fighting facility; and

pay the standard fee.

The Comumissioner may:

(2)
(b)
(c)

approve the construction of a production facility; or
approve it subject to conditions; or

refuse to approve it.




The Commissioner may only approve the construction of a production facility if the
Comumissioner is satisfied that it is sited and spaced in accordance with good oil-field
practice.

90 Modification of construction

(1}  The licensee must;

(a) submit any proposal for a significant addition or modification to an approved
proposed production facility to the Commissioner for approval; and

(b) pay the standard fee; and

{c) not start construction until the modification or addition has been approved.
(2)  The approval or modification or addition must be in writing.
91 Progress report on construction

The licensee must submit to the Commissioner by the 21st day of each month a report on the
progress made in constructing the facilities during the previous month.

92 Equipment to comply with good oil-field practice

The licensee must ensure that all equipment used for the recovery of petroleum and ancillary

services is designed, constructed and operated in accordance with good oil-field practice.

Division 2 - Production tests and plans

93 Notifying and reporting on tests

The licensee must notify the Commissioner of any proposed test under this Division.

94 Production test

(1) The licensee must undertake a production testona newly completed or recompleted
production facility before production starts or by the end of the first month of bringing
it into production or recommencing production. The test must determine:
(a) representative chemical analyses of fluids as they exist in the reservoir;
(b) the production capacity of the well;

(c) if possible, shut-in and flowing bottom hole pressures.

(2) The licensee must give the Commissioner a written report on the test within 3 months
of finishing the test.
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If an extended production test is undertaken, the licensee must submit a report before
the 21st day of each month detailing, for the previous month:

(a) pressure information;

(b) quantities of fluids produced;

(c) sales of gas or hydrocarbon fluids,

Reservoir management plan

The licensee must not start production from a production facility (other than for a
production test) until the Commissioner has approved a reservoir management plan.
The Commissioner may:

(a) approve a reservoir management plan; or

(b) approve it subject to conditions; or

(¢} refuse to approve it.

If it is not practical to submit a reservoir management plan, the licensee must not start
production from a production facility (other than for a production test) until the
Commissioner has approved a program to work to develop a reservoir management
plan. This program of work must indicate the period within which the licensee
proposes to develop the reservoir management plan.

The Commissioner may:

(a) approve variations to a reservoir management plan; or

(b) direct that & reservoir management plant be revised to comply with good oil-
field practice.

A licensee must comply with an approved reservoir management plan.

An approval or direction under this regulation must be in writing.

Evaluation of potential for enhanced recovery or retrograde condensation

The licensee must not start production from a production facility or gas reservoir until

sampling and evaluation of the potential for enhanced recovery or retrograde
condensation has been undertaken.



(2)

4

97

(D

(2)

98

D

2)

)

If it is not practical to undertake an evaluation, the licensee must not start production
until the Commissioner has approved a program of work to carry out an evaluation
during the course of production. The program of work must indicate the period within
which the evaluation will occur.

[f as result of an evaluation retrograde condensation appears likely to occur in a
reservoir, the licensee must as soon as practicable:

(a) undertake a full pressure-volume-temperature study; and

() submit the results of that study to the Commissioner within one month after
finishing the test.

An approval under subregulation (2) must be in writing.
Concurrent production
If a licensee states in a notice under section 26 (1) of the Act that a reservoir is of
potential commercial interest, the licensee must ensure that if a production facility is
to be produced as a gas production facility it is done so only in accordance with a
scheme which allows for the concurrent production of natural gas and petroleum from
the reservoir and which is not detrimental to the ultimate recovery of hydrocarbons.
If the licensee makes an application under regulation 2 for exemption from
subregulation (1) of this regulation, the application must contain an analysis of the
nature of the reservoir, distinguishing between natural gas and other petroleum types.
Division 3 - Obligations of licensee during production

Rate of recovery of petroleum

The annual rate of recovery of petroleum from a fully developed reservoir must be
approved by the Commissioner.

The application for approval must include:

(a) the proposed rate of recovery;

(b) past performance of wells and the reservoir;

(c) a prediction of future performance of the reservoir;
() an estimate of ultimate recovery from the reservoir.

Any approval under this regulation must be in writing.



99

Moniters and control mechanisms

The licensee must ensure that monitors and control mechanisms which meet international
industry standards are used to control the rate of recovery of petroleum or water from a well.

100

Monitoring of rate of recovery

The licensee must ensure that the rate of recovery of petroleum from well is monitored either:

101
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(a) continuously; or

(b) by production tests carried out at a frequency which is in accordance with
good oil-field practice. '

Reservoir and well performance monitoring

Extension of time

The Commissioner may grant an extension of time not exceeding 1 year in which to
complete any one or more of the tests required by this regulation if unforeseen
circumstances justify an extension.

Reporting of test results

The licensee ensure that a report on the results of any test required by this regulation
and any interpretation of those results are sent to the Commissioner within 1 month
after finishing the test.

Test to determine changes in flow characteristics of a well

Every 2 years, the licensee must test each producing completion using a calibrated
sub-surface pressure gauge which meets international industry standards, to
determine changes in the flow characteristics of the well.

Fluid analysis

The licensee must undertake a full well fluid analysis:

(a) in conjunction with each test carried out under regulation 102 (3); and

(b) at other times that the Minister may direct under section 36 of the Act.
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Water production
The licensee must test each completion capable of production to determine water
production in accordance with good oil-field practice at intervals not exceeding 6

months.

If a water production test indicates the production of formation water that had not
been previously identified, the licensee must ensure that:

(a) a full separator test is carried out; and

(o)} if the Commissioner so requires, a chemical analysis of the produced water is
carried out; and

(c) further separator tests are then carried out at intervals approved by the
Commissioner,

Alternative monitoring
The licensee may apply for approval from the Commissioner to monitor the reservoir
and well performance using alternative methods. The Commissioner may approve an
alternative method if satisfied that the alternative method will not lead to undue waste
of petroleum.
The licensee must ensure that while a production facility is being cleaned up or tested,
the amount of natural gas or petroleum flared in accordance with regulation 55 is kept
to a minimum in accordance with good oil-field practice.
An approval or extension of time granted under this regulation must be in writing.
Major stimulation test
If a production facility is to be subjected to a major stimulation procedure (such as
fracturing or acidizing), the licensee must ensure a test is carried out at least 6 months
before the stimulation to provide a benchmark against which to determine:
(a) any changes as a result of the stimulation in:

(1) the fluid flowing from the production facility;

(it} the producing capacity of the production facility;

(i11)  formation characteristics;

(b) if possible, the shut-in and flowing bottom hole pressures.

The licensee must give the Commissioner a written report on the test within 3 months
of finishing the test.
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The licensee does not have to undertake a major stimulation test where reliable test is
in existence. '

If necessary to conform with good oil-field practice, the licensee must carry out a
further major stimulation test within 3 months of the stimulation. In this case, the
licensee need give only one written report covering both tests.

Surveys of reservoir build-up

If downhole equipment permits, the licensee must conduct bottom hole pressure
build-up surveys on each well completed in a pool from which petroleum is being
produced:

(a) at intervals of:

(i) one year; or

(i1}  the time required to produce 10% of the currently estimated original
recoverable reserves of the reservoir; and

(b) in a manner consistent with good-field practice.

The licensee must ensure that a written report on the results of any pressure test and
any interpretation of those results is sent to the Commissioner within 1 month after
finishing the test. '

Pressure below bubble point

The licensee must ensure that a completion is not produced so that the bottom hole
pressure is below the pressure.

On application by the licensee, the Commissioner may approve production of a
production facility using an alternative method to that required by subregulation (1) if
the Commissioner is satisfied that the alternative method will not lead to undue waste
of petroleum.

Surface connections

The licensee must ensure that each well from which petroleum is recovered is provided in
accordance with good oil-field practice with surface connections and equipment that are
necessary to prevent the injection of petroleum or water into the well from another well or
from production equipment.

106
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Subsurface safety devices

The Commissioner may direct the licensee to ensure that a well that is capable of
producing petroleum by natural flow is equipped with a subsurface safety device
which:
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(a) conforms with good oil-field practice;

(b)  is designed so that it automatically closes off the flow of petroleum or water if
the wellhead or production equipment is damaged in a way that could allow
the escape of petroleum or water from the well;

(c) is located in a specified position;

(d) is operated and tested at intervals of not more than 6 months or as otherwise
directed by the Commissioner;

(e) is repaired or replaced immediately if a test indicates that it may not operate
correctly.

A direction under subregulation (1) must be in writing.

Segregation of zones

A licensee must give the Commissioner at least 3 days notice of an intention to carry
out a test for the purpose of this regulation.

A licensee must carry out tests on whether segregation between the production
facilities in each facilities multiple production well has been achieved and maintained.
The tests must be carried out within 7 days of:

(a) the initial well completion;

(b) any change of subsurface equipment;

(c) any other operation that may disturb, or exert abnormal differential pressures
on, subsurface equipment;

(d) the anniversary of the last test under this regulation if none of (a) - (¢} has
occurred in the previous 12 months.

A licensee must submit a written report to the Commissioner within 1 month of the
test which includes:

(a) results from the test;
(b) an analysis and interpretation of the results;

(c) a conclusion stating whether or not segregation has been achieved and
maintained.



(4) If either a test carried out to meet the requirements of this regulation or the production
characteristics of a well indicate that segregation between the production facilities is
ineffective, the licensee must immediately:

(a) inform the Commissioner in writing; and

{b)  take all reasonable steps to re-establish segregation.

(5) If steps taken to achieve segregation are not successful, the Commissioner may order
that one or more of the production facilities be sealed off.

(6) The Commissioner may require the well to be shut-in if a licensee fails to demonstrate
that segregation between production facilities has been achieved.

(7 Any order or requirement under subregulation (5) or (6) must be in writing.

1608  Prevention of cross flow
If a production facility is shut-in (other than in an emergency), the licensee must ensure that

the production facility is left in a condition that will prevent harmful cross flow between
zones.

Division 4 - Production royalty

109 Royalty rate

(1) This regulation applies if there is no relevant agreement with respect to the
licensee or no royalty is specified in a relevant agreement or incorporated in the
licence,

(2)  Itisaterm of each petroleum production licence that the licensee must pay the
Republic a royalty of 10% of the value at the well-head of all petroleum products

recovered by the licensee.

(3) The licensee must pay the royalty within 30 days of receiving notification of the
royalty payable from the Commissioner. '

4) If the licensee fails to pay the royalty within that period , the licensee must
additionally pay interest at the rate of 1.5% per annum on the outstanding unpaid
royalty, accruing daily, until the royalty is fully paid.

(5) In this regulation:-

(a) “relevant agreement” has the same meaning as in the Act;

(b) “value” means:
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(i) such an amount as is agreed between the Commissioner and the
licensee: or

(i1) if no agreement exists, such amount as reasonably determined by the

Commissioner;
(c) “well-head” means:
(1) the valve station agreed between the Commissioner and the licensee;
or

(ii) if no agreement exists, the valve station reasonably determined as
appropriate by the Commissioner.

Production measurement

Before starting production, the licensee must ensure that metering devices are
installed to measure the quantity of petroleum, natural gas or water that flows from
each production facility.

Each metering device must be proved and certified for its accuracy in a manner and at
a frequency consistent with good oil-field practice.

If production from separate production facilities is commingled before measurement,
the licensee must ensure that the production of petroleum, gas and water from each
production facility is determined by testing at intervals in accordance with good oil-
field practices.

The equipment and procedures used to determined the quantity and composition of
petroleum and water must be approved by the Commissioner.,

Measurement of natural gas

For the purpose of measuring natural gas won and saved from land subject to a
licence, the volume of the natural gas is to be calculated at an absolute pressure of |
atmosphere and at a temperature of 60°F.

Alteration of method of production measurement

The licensee must ensure that alterations are made to a metering device only with the

written consent of the Commissioner. The Commissioner may require that an
alteration be made in the presence of a person authorised by the Commissioner.
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Test of method of production measurement

The Commissioner may direct that any metering device is tested or examined in a
manner specified by the Commissioner in the direction.

Seal

For the purpose of assessing the royalty payable on an operation, the Commissioner
may select and seal a valve or meter installed:

(a) at a well or production facility; or

(b) on a pipeline, tank or other receptacle that is used for the storage or
transportation of oil, gas or other fluids produced from the well.

Except in an emergency, a person must not tamper with a seal or remove it without
the written permission of the Commissioner.

An approval or a direction under subregulations (4) or (7) must be in writing.

Royalty return

The licensee must submit a royalty return within 10 days of the commencement of
each month.

The return must provide details of :

(a) gross value of petroleum products produced at the well-head (itemised by
type) produced; and

(b} associated operating costs incurred; and

() net value of petroleum products produced at the well-head (itemised by type)
produced,

for the licence area for the preceding month.
Royalty assessment
Commissioner to calculate royalty

The Commissioner must calculate and notify the licensee of the royalty payable for
each month within 14 days of the licensee submitting the royalty return.
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Adjustment of royalties

If as a result of a test or examination the metering device is inaccurate in the

reasonable opinion of the Commissioner, the Commissioner may assume that the

metering device has been inaccurate since last tested and adjust any royalty

accordingly. In reaching this determination, the Commissioner must consider any

written representation of the licensee and act only with the approval of the Minister.

The quantity of recovered petroleum products from a well is:

(a) the quantity measured by an approved metering device;

(b) if no approved metering device is operating, the quantity reasonably
determined by the Commissioner. In reaching this determination, the
Commissioner must consider any written representation of the licensee and

act only with the approval of the Minister.

A notification, approval or determination under this regulation must be in writing.
Division 5 - Other records and reports
Reservoir under development

The Commissioner may direct the licensee to submit a written report on a reservoir
under development. The report must demonstrate that the reservoir is being
developed in a manner consistent with sound management practices and compatible
with the best long- term recovery, and include:

(a) a description of the reservoir;

(b) the proposed production policy;

(c) current reservoir performance.

A direction under subregulation (1) must be in writing.

Production facility maintenance reports

Corrosion report

The licensee must submit a written report to the Commissioner if:

(a) mechanical damage, erosion or corrosion that could affect the safety or
integrity of a production facility occurs;
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(b) any non-routing corrosion (including, but not limited to, instructment pigging,
acoustic emission testing and pipe examinations) occurs,

The report must include, or be followed by, a written report on any repairs carried out.
Annual report

Within 2 months after the end of each year, the licensee must submit a written report
to the Commissiconer:

(a) summarising the routine corrosion and other surveys carried out on a
production facility during the year; and

(b)  assessing the condition of the production facility as at the end of the year.

Records of periodic inspections

The licensee must ensure that accurate records are maintained of periodic inspections of the
production facility equipment and piping. The records must include details of the
inspections, testing and proving of meter control valves,



PART 8 - RECORDS AND REPORTS AND ACCOUNTS
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Scope of Part §

This Part sets out:

117

(a)

(b)
()
(d)

the records (including production records) which the licensee must retain
(regulations 117, 118 and 121};

the reports the licensee must submit (regulations 119 and 120};
the form of records (regulation 122);

the procedure for delivering docwments to the Commissioner (regulation 123).

Retention of copies of records,etc

The licensee must:

118
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(a) keep a copy of the records, maps, plans and reports required by this Part at an
address in the Republic; and
(b)  notify the Commissioner in writing
(iy of the address; and
(i1) of émy change to that address within 30 days of the date of the change.
Records

The licensee must keep full and accurate records of:

(a)
)
(©)

(d)

(e)

the drilling, operation, deepening, plugging or abandonment of wells;
the strata and subsoil through which wells are drilled;

the casing and casing accessories inserted in wells and any alteration to such
casing;

any petroleum, water and other economic minerals or dangerous substances
encountered, and any significant discovery of any mineral (as defined in the
Mines and Minerals Act CAP 190);

the areas in which any geological or geophysical work has been carried out.
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The licensee must keep accurate geological maps and plans, geophysical records and
interpretations of both, relating to the licence area.

Half-year reports

Within 30 days of the end of each six month period from the grant of the licence, the
licensee must submit a written report to the Commissioner for the six month period
containing:

(a) a summary of all geological and geophysical work carried out;

(b) a summary of all drilling activity and results obtained;

(©) a list of maps, reports and other geological and geophysical data prepared for
the licensee.

Annual reports

Within sixty days after the end of each year of the term of the licence, the licensee
must submit a written report to the Commissioner containing:

(a) a general discussion of operations carried out (including office studies);

) the results of all prospecting and production operations carried out in the year
concerned;

(c) technical conclusions derived from the year's operations;
(d) a list of reports submitted during the year;

{e) an outline of work plans for the next year;

(f) current and appropriately scaled interpretation maps ;
(2) survey statistics;

(h) a summary of annual expenditure;

(1) estimates (if available) of economically recoverable reserves of petroleum and
natural gas at the end of the year concerned;

() discussion on delineated possible prospects and leads;
(k) detailed discussion on the hydrocarbon prospective of the licence area;
)] any other information relating to the operations as the Commissioner directs.

A direction under subregulation (1) (1) must be in writing.
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Productions records

The licensee must keep full and accurate accounts of:

()

(b)

(c)

(d)

(e)

(H

the gross quantity of petroleum (itemised by type) won and saved from the
licensed area;

the grades and gravity of any petroleum produced and the composition of
natural gas produced;

the quantities of: |

(1) crude oil;

(ii)  natural gas;

(iii)  each refined petroleum product, including liquefied petroleum gases;
(iv)  sulphur, in any form, or any other gases, liquids or solids,

disposed of by way of sale or otherwise, the consideration received, the
quantity disposed of, and the name of the person to whom any such quantity
was disposed;

the quantity injected into the formation of:

(i) crude oil;

(ii) natural gas;

(iil)  each refined petroleum product, including liquefied petroleum gases;
the quantity consumed for drilling and other production operations (other than
quantities reported under paragraph (d) and consumed in pumping to field
storage and refineries in the Republic of:

(i) crude oil;

(i) natural gas;

(iii)  each refined petroleum product, including liquefied petroleum gases;

the quantity of crude oil refined by or on behalf of the licensee in the
Republic,
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(2) the quantity of natural gas treated in the Republic by or on behalf of the
licensee for the removal of liquids and liquefied petroleum gases, and the
quantity of:

(D butane;
(il)  propane;
(iii)  any other liquids or gases or solids obtained from it;

(h) the quantity of natural gas or petroleum flared.

Form of records, reports and accounts

The Commissioner may give the licensee directions by notice in writing setting out the form
of any record, report or account required by these regulations.

123

(1)

2)

Delivery of documents to Commissioner

The licensee must deliver to the Commissioner within 30 days of the determination,
cancellation or expiration of a licence:

{a) all records maintained under these regulations and the licence;

(b)  all plans and maps of the licence area prepared by or for the former licensee;
(c} all tapes, diagrams, profiles and charts prepared by or for the former licensee.
By written notice, the Commissioner may also direct the former licensee to deliver
documents at any time after the determination, cancellation or expiration of a licence.
The notice:

(a) must specify the document or class of documents to be delivered; and

(b) must specify a date by which the documents must be delivered.
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124  Reference map

(1) The Commissioner must prepare a reference map showing the geographical area of
land in the Republic divided into blocks.

(2) Each block on the reference map is to:
(a) be prepared in accordance with section 4 of the Act; and
(b)  be identified by a number or letter.

(3) The reference map is to be:

(a) held at a place determined by the Commissioner (as notified in the Gazette);
and

(b) made available for inspection by the public during normal business hours.

(4) A reference in a licence to an identified block is a reference to a block as identified on
the reference map.

(5) The Commissioner may certify a copy of the reference map to be a true copy of the
reference map.,

(6)  The certified copy is conclusive evidence of the contents of the reference map for the
purposes of any court or tribunal proceedings.

125 Records to be kept by the Commissioner
(1) Public records
The Commissioner must establish a register and record on it:

(a) the name and address of the person to whom a licence is granted or
transferred;

(b) the date of each application for the grant, transfer or renewal of a licence;
(c) the date of the grant or refusal to grant a licence;
(d) the date of renewal or transfer of a licence;

(e) any modification, waiver or exemption applying to a licence.
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Certified copy of records

The Commissioner may give a certificate stating that:

(a) a licence was granted, transferred or cancelled on, or with effect from., a date
specified in the certificate;

(b) any block, identified in the certificate, is , or was on a date specified in the
certificate, subject to a licence;

(c) a condition specified in the certificate is a condition on which any consent or
approval so specified, was given;

(d)  apersonnamed in the certificate is, or was at a date specified in the certificate,
a holder of a licence;

(&) that a direction specified in the certificate was, on a date so specified, given to
the person named 1in the certificate.

A certificate issued under this regulation may be received in proceedings before any
court or tribunal as evidence of that fact, but without prejudice to the right to adduce
evidence in rebuttal.

Reasons for decision to be obtained

This regulation applies if the Minister or Commissioner makes a decision under the
Act or these regulations and there is no other provision for a person affected by that
decision to obtain a statement of the reasons for that decision. '

By notice in writing, an applicant for a decision under the Act or these regulations, a
recipient of an order, notice, or direction or a person otherwise affected by a decision
may request a statement in writing from the decision maker giving reasons for the
decision.

As soon as practicable, and in any event within 28 days, after receiving the request,
the decision maker must prepare the statement and provide it to the person. The

statement must:

(a) set out the basis of the decision including findings made on material questions
of fact;

(b) refer to the evidence or other material on which those findings were based,;
(c) give reasons for the decision.

The Minister or Commissioner does not have to provide a statement of reasons in
relation to:
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(a) information about the personal affairs or business affairs of a person, other
than the applicant or a related entity of the applicant; and

(B information:
(i) that was supplied in confidence; or
(i1} the publication of which would reveal a trade secret; or
(iii)  the furnishing of which would be in contravention of an Act that
expressly imposes a duty not to divulge or communicate information of

that kind to any person (except in prescribed circumstances).

If information is not included in a statement or a statement is not given because of
subregulation (4), the decision maker must inform the applicant in writing of this.

In this regulation “decision maker” means either the Minister or the Commissioner.
Offences against regulations

General penalty provision

Every person who contravenes or fails to comply with any provision of these
regulations is guilty of an offence. If no specific penalty is provided, a guilty person
is liable to a fine not exceeding VT1.000.000, or to imprisonment for a term not
exceeding one year, or to both such fine and imprisonment.

Certain offences

A person who contravenes or fails to comply with regulation 39 or Part 7 commits an
offence and is liable on conviction to a fine not exceeding VT 5,000,000 for each time

the offence occurs, or to imprisonment for a term not exceeding 2 years, or to both
such fine and imprisonment,



PART 10 - FEES AND CHARGES

128 Licences

The fees and charges for a petroleum prospecting licence and a petroleum production
licence are set out in the following table:-

Fee or charge Type of petroleum licence

!
!
I prospecting ! production
1 t
! US$ ! US$
! !
— ! 5,000 ! 50,000
Application fee ! !
Licence fee ! !
- renewal ! 3,000 ! 6,000
- transfer ! 3,000 ! 6,000
Annual charge ! 100 ! 1,000

per block ! !

129 Other applications and approvals

The fee payable for any other application, to or approval required from, the Minister or
Commissioner under these regulations is US$500 ( “the standard fee”)
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PART 11 -- MICHELLANOUS

130  Commencement

These regulations shall come into force on the date of their publication in the Gazette.

Dated this /¥ da ‘if Jvey 1997,

‘ -
- IR

Ministet of Natural Resources




Lepublic of “Yanuatu

form 2-2
Coat of
Arms Application for Prospecting (Exploration and
Production} Act 1993
Regulations 1997:2- 9
Petroleum Prospecting Licence
| apply for a petroleumn prospecting licence far the blocks described below
Application
Applicant
individuals full name, occupation and nationality address
-corporation
-name
-place of incorporation
-directers full name and naticnality address
-ultimate beneficial owners full name and nationality % of issued share capital

cf mere than 5% of
issued share capital

Experience in exp oraton

-brief detaiis




(maximum 60)

-precise location

Amount of capital
-at present available

- ¢can be made available
and source

Technical experts or full name qualifications

advisers

Signature print name sign here date

-of all applicants if individuals
-two directors or a director
and an officer if corporation
{give position

o - A
items 1o be lodged with this 1 Location plan of blocks
application: Proposed exploration program and minimum expenditure

Statement of envircnment effects

Proposals for employing and training Vanuatu citizens

Fee

[S2 N N % I



Republic of “Yanuatu

Coat of
Arms - Petroleum Regulations 1997
form2 -3
Petroleum Prospecting Licence
Licensee

Licence Area

Licence number

Period of licence from : to
Conditions Petroleum (Exploration and Production) Act 1993
-statutory Petroleum Regulations 1997

Other

This licence is granted in accordance with the Petroleum (Exploration
and Production) Act 1993 and Petroleum Regulations 1997

Granted DY e

Date




Republic of “Yonuatu

form 2 - 4
Coat of
Arms

Pefroleum (Exploration and Production)
Act 1993
Regulations 1897: 2- 4

Transfer of
Petroleum Prospecting Licence
(transferee to be registered as a

holder of licence)
Licence number
Transferor
full name
Transferee
full name
nationality
Consideration
for transfer
Signatures | agree to transfer the licence
Transferee (s) Witness
[ agree to accept the transfer on (date) i,
Transferee (s) Witness
- Approval f approve the transfer

Minister administering the Act Date



Rcpublic of “Vanuatu

form2-5
Coat of
Arms Transfer of Petrcleum {Exploration and
Petroleum Prospecting Licence Production) Act 1993
(transferee not to be registered Regulafions 1997: 2- 5
as a holder of licence)
Licence number
Transferor
full name
Transferee
full name
nationality
Consideration
for transfer
Nature of interest
Signatures | agree to transfer the interest in the licence described above
Transferor (s} Witness
[ agree to accept the transfer on (date}.cocncens
Transferee (s) Witness

Approval | approve the transfer

Minister administering the Act Date



- number of blocks
(maximum 60)

- precise lccation

Amount of capital
- at present available

-can be made available

and source

Technical experts or full name qualifications

advisers

Signature print name sign here date

-0f ail applicants if individuals

-two directors or a director

and an officer if corporation

(give position)

Documents to be ledged with 1 Location plan of blocks

this application: 2 Proposed drill and produciion pragramme and minimum expenditure

3 Proposals for employing and training Vanuatu citizens
4 Fee



2epublic of “Vanuatu

form 2-6

Petroleum (Exploration and

Production) Act 1993
Regulations 1997:2- 6

Coat of Application to
Arms

Renew

Petroleum Prospecting Licence
Application { apply to renew the ficence described below
Licence
- number

- previous renewal

Change to details of
applicant

eg names, addresses,
directors, shareholders,
experts

Signature

- of ail applicants if individuals
- two directors or a director
and an officer if corporation

Documents to be lodged with
this appiication :

No Yes - When / /
crint name sign here date
1 Plan of work in period of renewed licence



Republic of “Yanuatu

Coatof | form2 -7
Arms
Application for Petrcleum {Exploration and
Preduction) Act 1993

Petroleum Production Licence Reguiations 1997 : 2-7

Application [ apply for a petroleum production licence for the blocks described below
Applicant
- individuals
full name, occupation and nationality address
- corperation
- name

- place of incorporation

- directors full name and nationality address
-ultimate benaficial owners full name and nationality % of issued capital

of more than 5% of issued

share capital

Experience in petroleum drill
and production work
-brief details

Licence area sought



2epublic of “Yanuatu

Petroleum Regulations 1997, Form 2 - 8

Petroleum Production Licence
Coat of
Arms

Licensee

Licence Area

Licence number

from to
Period of licence

Rents and royalties
Petroleum (Exploration and Production) Act 1993
Conditions Petroleum Regulation 1997

- statutory

-other

This licence is granted in accordance with the Petroleum (Exploration and
Production) Act 1293 and Petroleum Regulations 1997

" Granted by e,

Date



Coat of
Arms

Licence number

Transferor
full name
nationality

Transferee
full name
nationality
Consideration
for transfer

2epublic of “Yanuatu

form?2 -9
Transfer of Petroleum (Exploration and
Petroleum Production Licence Production) Act 1993
(transferee to be registered as a Regulations 1997: 2- 9

holder of licence)

Nature of interest

Approval

I agree to transfer the interest in the licence described above

Transfercr(s) Witness
I agree fo accept the transfer on {(date).veiciie,
Transferor(s) Witness

| approve the transfer

Minister administering the Act Date



REPUBLIC OF VANUATU

THE PETROLEUM (EXPLORATION AND PRODUCTION)

ACT(COMMENCEMENT) ORDER NQ. 31 OF 159%7.

To bring into force the Petroleum (Expicration and Production) Act No. 13 of
19893,

IN EXERCISE of the powers conferred upon me by section 88 of the
Petroleum (Exploration and Production) Act No. 13 of 1993, i, SATO
KILMAN, Minister of Lands, Geology, Mines, Energy and Rural Water Supply,
make the following Order:-

COMMENCEMENT OF THE ACT NO 13 OF 193%3.

1. The Petroleum (Exploration and Production) Act No. 13 of 1383 shall
come into force on the date of publication of this Order in the Gazette.

COMMENCEMENT OF ORDER

2. This Order shall come into force on the date of its publication in the
Gazette.
MADE at Port Vila this 2% day of July, 19387.

- SATOWIEMAN |

Minis%ei‘%fﬁ-aﬁﬂ%-(ieﬁbgy, Mines,
Energ?\fm@ a] Wﬁftf%i’islipp!y

L






