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WEST AFRICAN GAS PIPELINE PROJECT ACT, 2005

AN AcT TO PROVIDE FOR THE IMPLEMENTATION OF THE TREATY on THE WEST AFriCan Gas
PirELINE PROJECT AND THE INTERNATIONAL PROJECT AGREEMENT, AND FOR RELATED
MATTERS

[22nd Day of June, 2005)

WHEREAs Federal Republic of Nigeria is a Party to the Treaty on the West
African Gas Pipeline Project (in this Act referred to as "the WAGP Treaty™) entered
into by the Republic of Benin, the Republic of Ghana, the Federal Republic of Nigeria
and the Republic of Togo dated 31st January, 2003 ;

AND WHEREAS the Parties to the WAGP Trealy entered into an International
Project Agreement with the West African Gas Pipeline Company Limited pursuant to
the provisions of Article VII of the WAGP Treaty on 28th May, 2003 ;

AnD WHEREAS the WAGP Treaty including the International Project Agreement
has been ratified by Nigeria ;

Mow THEREFORE IT 15—
EnacteD by the National Assembly of the Federal Republic of Nigeria—
ParT 1—CORPORATE M ATTERS

1.—{1) The West African Gas Pipeline Company (in this Act referred to as "the
Company") shall— :
{a) perform the functions required to be performed by it under the terms of the
: International Project Agreement in its own right ; and
(b) not be required to incorporate a subsidiary in Nigeria or conduct its operations
in Nigeria through a subsidiary by reason only of—
() the grant or exercise of the project rights or the project authorizations ;
(if) the establishment in Nigeria of a place of business for the purpose of the
Project ; or
(#if) the implementation of the Project.

fz; Any shipper or buyer in Migeria, in its own right, may—

(a) acquire natural gas for transmission through the Pipeline System ; or

(&) contract with the Company to transport natural gas through the Pipeline
Systems ; or

(c) contract with another person to transport natural gas through other pipeline
facilities to the Pipeline System,

and shall not be required to incorporate or act through a subsidiary in Nigeria by
reason only of that acquisition or transmission.
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- (3) Any person in Nigeria either on its own behalf or on behalf of another
person, in his or its own right, may—

{a) offer for sale, promote the sale of, or sell natural gas to be transported
through the Pipeline System ; or
{(b) deliver gas through the Pipeline system ;.
and shall not be required to incorporate or act through a subsnduary in Nigeria by
reason only of that activity.

2.—{1) Without prejudice to Section 1 of this Act, the Company shall establish
a legal presence in Nigeria and shall be exempted from any requirement in the Companies
and Allied Matters Act to incorporate as a separate Local Legal entity and the
Commission shall maintain a registration for the Company as an external Company.

(2) In order to register as an external company, the Company shall deliver a
statement to the Commission camamlng the following information about the

Company—

(a) its name ;

() its country of incorporation, its registration number and the identity of the
register in its country of incorporation ;

(c) the address of its registered office in its country of incorporation ;

(d) copies of its constitutional documents ;

(&) details of its directors and secretaries ;

(/) the amount of its authorised and issued share capital ;

(g) the address of any office of the Company in Nigeria ; and

(k) the name and address of all persons resident in Nigeria authorised to accept
service on behalf of the Company in respect of the business of any branch of the
Company in Nigeria.

(3) The Company shall not be required to comply with any reporting and filing
requirements under any law or enactment other than the following reporting
reguirements—

(a) the Company shall notify the Commission of any change to the information
contained in the statement delivered under subsection (2) of this section within 28
days of the change occurring thereof ; and

(&) the Company shall submit to the Commission audited financial reports prepared

- in accordance with section 3 of this Act within 6 months of the end of each tax year.

(4) Notwithstanding anything to the contrary contained in any enactment or
law, there shall be no restriction on the ownership of any transfer of, or any transaction
concerning, shares in or the share capital of the Company and any sale, transfer,
pledge of or other transaction in the share capital of the Company or the share capital
of a shareholder shall not be subject to any prior approval of any authority in Nigeria
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nor shall it give rise to any right to suspend or revoke a project auﬂ'mnsanan ora
project right nor to amend the terms or conditions thereof.

(5) If the Company creates a mortgage, charge or m!'mr security interest over
any property situated in Nigeria, the Company or the holder of the security interest
may register the charge with the Commission, or with any other appropriate registry, in
the same manner as a company incorporated in Nigeria.

(6) In respect of a mortgage, charge or security interest registered as provided
in subsection (5) of this section, section 198 of the Companies and Allied Matters Act
shall apply to the Company in the same manner as a company incorporated in Nigeria.

3.—(1) The Company and any of its branches, places of business or subsidiaries
in Nigeria shall keep bank accounts in such currencies as it considers appropriate.

{2) All financial statements and reports to be prepared and submitted by the

Company or any of its subsidiaries to any applicable authority in Nigeria shall be
prepared in US dollars in accordance with the accounting principles.

(3) The Company shall have no obligation to prepare or maintain or file financial
reports in respect of any branch, subsidiary or place of business in Nigeria or otherwise
solely in respect of the Company’s activities in Nigeria.

PART II—THE WAGP AUTHORITY
4. The WAGP Authority shall have the power to—

(a) perform the ﬁ.mctions:assigned to it under the WAGP Treary ;
(b) monitor compliance by the Company with the WAGP Regulations ; and
(c) exercise the powers conferred on it under the WAGP Regulations.

5. The Steering Committee shall be responsible for carrying out the functions
of the WAGP Authority prior to the WAGP Authority having acquired the full authority
to perform its functions.

6. The WAGP Authority shall in accordance with the WAGP Treaty report to,
and be subject to the direction of, the Committee of Ministers in respect of any of its
activities in or relating to Nigeria.

7. The Company and each buyer, seller and shipper shall be entitled to act in
reliance on the exercise by the WAGP Authority of the powers conferred upon it by
this Act, the WAGP Treaty or the WAGP Regulations.

8. The Government shall be bound by the actions and decisions of the WAGP
Authority to the extent of the powers conferred upon it by this Act, the WAGP Treaty
and/or the WAGP Regulations.

Cap. 59 LFN.
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9. The Government shall have the power to take all measures required of it under
the WAGP Treaty or the International Project Agreement, or which it considers
necessary, to provide funds and support the activities of the WAGP Authority as the
need arises,

Part [I—Licensmc

10.—{(1) The Company shall construct and operate the Pipeline System pursuant
to a licence granted by the Minister in accordance with the provisions of the Oil
Pipelines Act and this Act.

{2) Without prejudice to subsection (1) of this section, the Company shall
construct the pipeline system subject to any building permit granted by the Town and
Country Planning Authority or Depariment having jurisdiction over the area where the
pipeline traverses.

11. Notwithstanding anything to the contrary in the Qil Pipelines Act or any
enactment or law, the licence granted by the Minister for the Project shall be for a
period of 25 years in the first instance and may be renewed for a further period of 10
years at a time. '

12. The Company may create a mortgage using a licence granted pursuant to
section 10 of this Act.

13. A licence granted in accordance with section 10 of this Act shall, in addition
to those rights set out C the Oil Pipelines Act, confer upon the Company and upon its
officers, servanis, agents and the Project Contractors the right—

(a) to enter upon (with all necessary equipment and vehicles) ; and

(&) to take non-exclusive possession of and use a strip of land or seabed or
subsoil of a width specified in the Approved Pipeline Development Plan either side
of, the route specified in the Approved Pipeline Development Plan and thereon,
there over or there under to construct, maintain and operate the pipeline system.

14.—{(1) Notwithstanding that a licence has been granted pursuant to section 10
of this Act, the Company shall not commence the commissioning or operation of the
pipeline system or any newly installed part thereof, without a prior approval to operate
given by the WAGP Authority.

(2) The Company in making an application for approval, and the WAGP Authority,
in granting the approval to operate under subsection (1) of this section, shall follow
such procedures as may be agreed between them.

15. Except as otherwise provided in this Act, no other licence or permit or
authorisation is required by the Company or any Project Contractor for the construction
and operation of the pipeline system.

16. The Company may—

(a) construct, own and operate an electricity generating plant as part of the
pipeline system ; and
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{b) construct, own and operate such communication facilities, as set out in the
Approved Pipeline Development Plan.

17.—(1) Mo transit, export or import permit, licence or other authorisation shall
be required by the Company, a buyer, a seller or a shipper solely for the purposes of—

(@) export of natural gas from Nigeria by means of the pipeline system ;

{&) transit of natural gas through Nigeria by means of the pipeline system ; or

(¢) import of natural gas into Nigeria by means of the pipeline system.

18.—{1) No shipper or buyer, who—

{a) acquires natural gas in Nigeria for transmission through the pipeline system;

(&) ships natural gas through the pipeline system, or

(¢) ships natural gas through other pipeline facilities to the pipeline system,
shall be required to obtain any licence or permit by reason only of that acquisition or
transmission,

{2) No person who, in Nigeria (either on its own behalf or on behalf of another
person}—
{a) offers for sale or promotes the sale of or sells natural gas to be transported
through the pipeline system ; or
{b) delivers gas through the pipeline system,
shall be required to obtain any licence or permit by reason only of that offer, promotion,
sale or delivery.

19. The transmission of natural gas through Nigeria or across its territorial
boundaries may be restricted during a period of a national emergency declared by the
President in accordance with the Constitution of the Federal Republic of Nigeria 1999
and upon the cessation of such national emergency, any restrictions placed on the
transmission of natural gas through Nigeria or across its territorial boundaries shall
cease.

Part IV—WAGP REGULATIONS

20.—(1) The Minister shall adopt and implement, as delegated legislation, the
WAGP Regulations.

(2) The WAGP Regulations made by the Minister pursuant to subsection (1) of
this section, including any amendments or supplements thereto, shall be—
(a) consistent with similar regulations adopted in the Republics of Benin, Ghana
and Togo ; and
(b) consistent with the WAGP Treaty and this Act.
(3) The WAGP Authority shall have exclusive power to administer and enforce

the WAGP Regulations in Nigeria and may collaborate with the Minister or any relevant
agency of Government.
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21. Motwithstanding anything to the contrary in any enactment or law, any
matter specified in the Second Schedule of this Act relating to the pipeline system and
the Company shall be exclusively regulated in Nigeria by this Act and the WAGP
Regulations.

22. The Minister may amend or supplement the WAGP Regulations to the extent
that such amendment or supplement is consistent with this Act and with the obligations
of Nigeria under the WAGP Treaty.

Part V—FmanciaL Provisions

23. The liability for, and the calculation of, and method of assessment of tax
payable by the Company and each WAGP Company in relation to WAGP income
otherwise referred to as the agreed fiscal regime shall be in accordance with the principles
and rules set out in the First Schedule to this Act.

24. The Non-WAGP Regime shall not apply to any WAGP Company in respect
of WAGP activities or WAGP income except as set out in the First Schedule to this Act.

25. The principles and rules relating to the liability for, and the calculation of tax
in the First Schedule to this Act shall also apply to buyers, sellers, shippers and
Project Contractors to the extent specified in the First Schedule to this Act and the
Non-WAGP Regime applicable to buyers, sellers, shippers and Project Contractors in
respect of their activities as provided in the First Schedule to this Act shall be modified
in accordance with the First Schedule to this Act.

26.—{1) Each of the WAGP Companies, the shareholders, the Project Contractors,
the buyers, the sellers and the shippers, and their counterparts, shall be entitled (solely
in connection with the Project, or the transportation of natural gas in, or the sale of
natural gas transported or to be transported through the pipeline system, or the
provision of security for their obligations under agreements in respect of the foregoing)
to do the following, that is to—

(a) open, maintain and operate bank accounts in foreign currency both inside
and outside Nigeria and receive payments of any kind (including without limitation,
revenues in connection with the sale or transportation of namral gas) directly into
all or any such accounts and retain the proceeds therein and make payments from
such accounts as it should think fit ;

(&) transfer foreign currency into Nigeria ;
(c) purchase local currency at the most favourable rate available and in any

event at a rate not less favourable than that which is generally made available by
- the Central Bank of Nigeria ;

{d) convert local currency into foreign currency at the most favourable rate
available and in any event at a rate not less favourable than that generally made
available by the Central Bank of Nigeria ;

(e) ransfer, export and hold foreign currency outside of Nigeria ;
(1) obtain and use letters of credit in foreign currency ;
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(g) utilise foreign currency in Nigeria without restriction, other than local costs
incurred in Nigeria with suppliers of goods or services who are residents of Nigeria
which shall be paid in Naira ;

{h) be exempted from any rule or regulation of Nigeria requiring the repatriation
or mandatory conversion of foreign currency into local or any other currency ;

(i) pay in foreign currency all salaries, allowances and other benefits due to any
of their employees in connection with or relating to the Project, other than residents
of Nigeria who are only engaged in relation to the Project in Nigeria ;

(/) pay in foreign currency any amount due to foreign Project Contractors,
shareholders or lenders in connection with the Project ;

(k) make any other payments due in connection with or relating to the Project in
foreign currency, other than costs mmrmdsuldy legmu with residents of Nigeria ;
and

(1) enter into contracts with each other for services or the sale of goods, and to
make payment for such goods or services, in any foreign currency.

27. Notwithstanding anything to the contrary in any enactment or law, the
Company shall be entitled to—

{a) borrow money or raise equity in foreign currency from any source, and in
- each case, withoirt the requirement for any further approval, consent or administrative
act of Nigeria or any State authority ;

(&) remit to shareholders out of Nigeria any dividend derived from the Company
or its affiliate in Nigeria or return of capital without any deduction, withholding or
other cost, in each case without the requirement for any further approval, consent
or administrative act of Nigeria or any State authority ;

() grant security over any property of the Company or its affiliate in Nigeria or
elsewhere to lenders or other creditors or potential creditors, including balances in
local and foreign currency bank accounts within or outside Nigeria ;

- (d) service or repay foreign loans and pay associated fiees and indemnities in
mymmywmmmpﬂmmymwwhﬂwﬁhgnﬂigﬁmum
and

[e]mnﬂﬁ:lt&luﬂdﬂ!mymnnm mtnut,ﬁ:uorudmbmmwmgmsunwed
or payable by the Company or its affiliate in Nigeria without any deduction,
withholding or other cost, in each case without the requirement for any further
approval, consent or administrative act by Nigeria or any State Authority,

28. The Nigerian National Petroleum Corporation established pursuant to the
Nigerian National Petroleum Corporation Act, 1990 (in this Act referred to as “the
Corporation™) shall have power to undertake any commitment in any commercial
agreement relating to the Project to which it is a party.

29. In addition to the provisions of the Nigerian National Petroleum Corporation
(Projects) Act, 1993, the Corporation or any of its subsidiaries may charge any of its
assete, revenues and accounts as are set aside for the Projact as security for the
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performance of its nhhgauuns under a.njr agreement rl:latn:lg to the Project to which it
is a party.

30. The President of the Federal Republic of Nigeria may in the name and on
behalf of Nigeria, in writing, guarantee the performance by the Corporation of its
undertakings under any agreement relating to the Project to which the Corporation is
a party.

31.—{1) Subject * such exceptions as may be contained in any commercial
agreement to which it is a party, Nigeria or the Corporation unconditionally waives any
immunity from suit, execution or other legal process in connection with any action or
procéeding to obtain or.enforce an arbitral award in relation to the Project.

(2) The amount of any award obtained against Nigeria or the Corporation under
a dispute resolution procedure in any agreement relating to the Project to which itisa
party will constitute conclusive evidence of the existence and amount of the claim
against it.

Part VI—ENVIRONMENTAL PROVISIONS

* 32. The Company, its affiliates, shareholders or the Project Contractors shall be
liable for any environmental damage that occurs by reason of any of the Project
activities.

33.—(1) The Company, any of its shareholders or their affiliates, lenders of the
Company or the Project Contractors shall not be hablefuranymvwnmmtn] damage
that occurs other than by reason of any of the Project activities.

(2) Any environmental damage or adverse environmental effects identified in
the environmental impact assessment of the Project as existing prior to the construction
commitment date shall be deemed to have existed prior to the commitment of the
Project activities and shall not be deemed to have been caused by the Company, its
affiliates, shareholders or its lenders or Project contractors.

(3) No buyer, seller or shipper shall be liable for any environmental damage that
was not caused by its activities.

34. Notwithstanding any exemption mentioned in section 33 of this Act, if an
existing environmental damage which occurred prior to the construction commitment
date will be exacerbated by any environmental impact identified in the environmental
impact assessment carried out for the Project, the Company, its affiliates or the Project
Contractors shall take appropriate mitigation or remediation measures to prevent the
worsening of the existing environmental damage.
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ParT VII—MisceLLANEOUS PROVISIONS

35. The Minister may, upon receipt of a copy of a notice from the WAGP Authority
. to the Company given in accordance with Article IV 2 (2) (@) (xiii) of the WAGP Treaty,
make Regulations requiring as a matter of law the Company to comply with the
provisions of the Access code.

36.:—( 1) Subject to the provisions of subsection (2) of this section, none of the
following shall constitute a breach of any law prohibiting or restricting any person
from acting in concert or combination in relation to competition in a market or the fixing
of prices, that is—

(a) the entry into the International Project Agreement by the Company or the

performance of its obligations thereunder ;

(&) the acquisition of natural gas in a State by a buyer or shipper for transmission
through the pipeline system or the shipping of natural gas through the pipeline
system or through other pipeline facilities to the pipeline system by a buyer or
shipper ;

(c) the offer for sale or sale of natural gas in a State by a shipper or seller which
is delivered out of the pipeline system, or the delivery of natural gas into a State
through the pipeline system by a shipper or seller ;

(d) the formation of the Company by the shareholders ; or

(e) the formation of a buyer or seller or shipper by the shareholders or members
of any group or consortium.

{(2) Except in relation to conduct specifically contemplated in the International

Project Agreement or the Access code, this subsection shall not—

{a) permit or authorise unreasonable discrimination against buyers or shippers ;

(b) permit the conduct by the Company, a buyer, a seller or a shif.lpw which
constitutes unfair discrimination ; or :

{¢) permit a lessening of competition, or other conduct which may otherwise be
regarded under competition law as an abuse of a dominant market position.

37.—(1) The pipeline system when placed in, under or over land, in accordance
with the terms of the licence, shall remain the property of the Company, notwithstanding
any suspension, termination, cancellation or expiry of the licence.

(2) No third party shall acquire ownership or interest in the pipeline system
merely by the fact of its situation in, under or over land in which that third party has an
interest.

38. Notwithstanding anything to the contrary in any enactment or law, any
WAGP Company or any shipper may arrange any insurance coverage for its activities
under this Act in any country of its choice.

39.—(1) Notwithstanding anything to the contrary in any enactment or law and
subject to subsection (2) of this section, the Company and the WAGP Authority shall
carry out the Project in accordance with the provisions of this Act.
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(2} The following enactments or laws shall not apply to any WAGP Company,
buyer, seller, shipper and Project Contractor in respect of the Project, that is—

(a) sections 17 (I) and 18 of the Oil Pipelines Act and any regulations made
pursuant to the Oil Pipelines Act ;

(b) the Petroleum Act and all regulations and statutory guidelines made
thereunder ;

(c) the Export (Incentives and Miscellaneous) Act (as amended) ;

(d) Wireless Telegraphy Act (as amended) ; ;
(e) Nigerian Investments Promotion Commission Act (as amended) ;
() Investment and Securities Act.

40. Subject to the Constitution of the Federal Republic of Nigeria, 1999, if any
other law in Nigeria is inconsistent with the prowisions of this Act for the purposes of
the Project, this Act shall prevail and that other law shall to the extent of the
inconsistency be consequentially amended.

41.—{(1) In this Act, unless the context otherwise requires—

“access code™ means an access code applying to all gas transportation agreements for
transportation of natural gas in the pipeline system other than foundation gas
transportation agreements, agreed by the Company and the WAGP Authority ;

“accounting principles” means principles for accounting which are in accordance with
international accounting standards, on an accrual basis (as opposed to cash) unless
otherwise specifically provided in the International Project Agreement, with revenues
attributed to the accounting period in which they are earned, and costs and expenses
to the accounting period in which they are incurred without the need to consider when
the amount is received or disbursed in connection with a particular transaction and
costs and expenses deemed to have been incurred, in the case of physical items, in the
accounting period when title passes, and in the case of services, in the accounting
period when such services are performed ;

“administrative fees™ means any fees, charges or other imposts which are imposed or
charged for services, materials or rights prc-wded or granted by an}r State or State
authority ;

“affiliate” means, with respect to a person, any other person (or two or more persons
acting together) that directly or indirectly through one or more intermediaries, controls,
is controlled by or is under common control with that person, or who possesses or
possess directly or indireetly, the power to direct or cause the direction of the
management and policies of that person, whether through the aummmp of voting
securities, by contract, by law or otherwise ;
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“agreed fiscal regime™ means the regime mentioned msmbm??: ofﬂns Aﬁmﬂm
out in the First Schedule to this Aet ;

“approval to operate™ means mappmaltoupemteﬂw pipeline system given by the
WAGP Authority to the Cmnpanyr in nmrﬁnce m&l the International Prq]eu
Agreement ;

“Approved Pipeline Development Plan™ means the Pipeline Development Plan which
is approved by the WAGP Authority in accordance with the International Project
Agreement, as it may be amended from time to time by the Company and the WAGP
Authority ;
“hu)rer”meansapurchmﬁ'nmashlpperﬂfﬂi:nntum]gaswhlchhasbeenurmtube
transported through the pipeline system ;

“commercial agreements” means the gas purchase agreements, gas sales agreements,

gas transportation agreements, interconnection agreements and credit security agreements

defined as Commercial Agreements in the International Project Agreement ;

“Commission” means Corporate Affairs Commission established under section 1 of .:.p 59 LFN.
the Companies and Allied Matters Act 1990 ; :

“Committee of Ministers” means the committee established in mrdmoa with Article
X (1) of the WAGP Treaty ;

“Company” means the West African Gas Pipeline Company Limited ;

“Constitution” means the Constitution of the Federal Republic of Nigeria 1999 ;
“construction commitment date™ hasmemunmgg:mmutmmzlntﬁnmmml Pruj-ect

Agreement ;

“Corporation” means the Nigerian National Petroleum Corporation established under Cap. 320
the Nigerian National Petroleumn Corporation Act 1990 and any of its wholly owned
subsidiaries ;

“debt” means any actual obligation (whether present or future, secured or unsecured)

for the payment or repayment of money (excluding contingent liabilities, amounts

owing to trade creditors, and other liabilities incurred in the ordinary course of
business) ;

“ELPS” means the Escravos-Lagos Pipeline System located in Nigeria ;

“enabling legislation” has the meaning given to it in the Intemational Project Agreemnent ;

“environmental impact assessment™ has the meaning given to it in the International  jo92 No. 6.
Project Agreement and the Environmental Impact Assessment Act 1992 ;

“exempt goods list” means the list agreed by the Company and the WAGP Authority

in accordance with Clause 29.13 of the Intemational Project Agreement, and includes

any amendments to that list agreed from time to time ;
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“fiscal laws™ means laws in force in a State applying in respect of the Project and
governing the fiscal topics addressed in the Agreed Fiscal Regime {lncludmg, to the
extent applicable, this Act) ;
“foreign currency” means any freely convertible currency, including US dollars, that is
the lawful currency of a State (other than the lawful currency of any of the States) ;
“foundation gas transportation agreement” has the meaning given to it in the
International Project Agreement ;
“gas transportation agreement” means an agreement between a person and the Company
for the transportation by the Company on behalf of that person of natural gas through
the pipeline system ;
Gwmmem"munsﬂ:e!—‘e&eml Guvr.nunmt of the Federal Republic of Nigeria ;
“interest” includes all other forms of return in respect of a debt claim (other than
repayment of the debt), including, for the avoidance of doubt, discounts, fees and
charges ; : :
“International Project Agreement” means the international project agreement made
between the Republic of Benin, the Republic of Ghana, the Federal Republic of Nigeria,
the Republic of Togo and the West African Gas Pipeline Company concerning the
West African Gas Pipeline Project ;

“Legislature™ means the National Assembly of Nigeria ;

“Minister” means the Minister for the time being charged with responsibility for -

petroleum ;

“naturtl gas” means any hydrocarbons (or a mixture of hydrocarbons and other gases)
which at a temperature of 60 degrees Fahrenheit and at atmospheric pressure are
predominantly in a gaseous state ;

“Nigeria” means either the Federal Republic of Nigeria or the territory of the Federal
Republic of Nigeria, as the context may require ;

“Non-WAGP Regime” means the legislation, regulations, principles of interpretation
and application and any other features of the system of taxation applicable either
generally or specifically in Nigeria, as amended, modified or enacted from time to time,
which is not legislation introducing, amending, modifying, re-enacting or consolidating
the agreed fiscal regime ;

“Pipeline Development Plan” means the development plan for the pipeline system
prepured in accordance with the Intemational Project Agreement;

“pipeline licences™ hds the meaning given to it in the International Project Agreement;
“pipriine system” means a Natural gas pipeline running from the ELPS, through Benin
and 7 0go, to a terminus initially near Takoradi, Ghana to be developed, built, operated
and maintained by the Company under the terms of the International Project Agreement
together with ancillary permanent facilities which are needed for the construction and
oper.tion thereof (including compression stations, metering stations, valve stations,
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pig launching and receiving stations and Supervisory Control and Data Acquisition
systems (SCADA) and includes any extension or expansion ;

“Project” or “West African Gas Pipeline Project” means the development of
specifications, feasibility and market studies, design, financing, construction,
ownership, operation and maintenance of the pipeline system ;

“project activities” means activities undertaken within one or more of the States by a
WAGP Company, the shareholders or the Project contractors in connection with the
implementation of the Project ;

* project authorisations™ means all rights, permits, licences, consents,
permissions, exemptions and approvals (including those identified in detail in the
Approved Pipeline Development Plan) which are needed by a WAGP Company or a
Project contractor for the successful implementation of the Project, or to fulfil
commitments made under the commercial agreements or for the exercise of any of the
rights of the Company under the Intemnational Project Agreement, and includes the
pipeline licences ;

* Project Contractors” means any contractors, sub-contractors, advisers
or agents of the Company engaged in connection with the implementation of the
Project ;

“Project rights” means all of the rights, entitlements and benefits conferred on
the Company by the International Project Agreement, including the right of the
Company to be issued the Project Authorisations and to implement the Project in
accordance with the terms of the International Project Agreement ;

“relevant Minister” means the Minister of each State from time to time having -

power to make regulations under the enabling legislation ;

“rules of procedure” means the rules of procedure to be established by the
Relevant Ministers in accordance with Article VI of the WAGP Treary ;

“SCADA™ means Supervisory Control and Data Acquisition System ;

“sellers” means the sellers of natural gas which has been or is to be transpmtad
through all or part of the pipeline system ;

“shareholders” means —

(a) the Chevron Texaco West African Gas Pipeline Company Limited ;
(&) the Nigerian National Petroleum Corporation ;

(c) the Shell Overseas Holding Limited ;

() the Takoradi power Company Limited and subject to the exercise of existing
options to take up shares in the Company

() Societe Beninoise de Gaz 5.A, and
(f) Societe Togolaise de Gaz S. A,

and their successors and assigns each a “shareholder” ;
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“shipper™ means a person who enters into a gas transportation agreemtent with
the Company ;

“State authorities” means the Government and each aspect thereof at every
level, including central, regional and local authorities or bodies, and all non-judicial
instrumentalities, statutory bodies, taxing authorities, branches and sub-divisions of
any of the foregoing, and any entity which is directly or indirectly controlled by
Nigeria or one or more State Authorities ; and includes the State Environmental
Protection Authorities, the Tax Authority of Nigeria and the Technical Authority ;

“State Environmental Protection Authorities” include—

(a) the Federal Ministry of Environment :

(b) the environmental section of the Department of Petroleum Resources of

Ministry of Petroleum Resources ;

(c) the Lagos State Enviromental Protection Agency ;

(d) the Ministry of Environment and Physical Planning of Lagos State ;

(e) the Ogun State Environmental Protection Agency ;

(/) the section or department of the Office of the Governor of Ogun State having

responsibility for environmental maiters ; and -

(g) the environmental section of the National inland Waterways Authority ;

“States” means Benin, Ghana, Nigeria and Togo, each a “State™ ;

“Steering Committee™ has the meaning given to it in the International Project

Agreement :

“tax" or “taxes” means any existing or fiture taxes, levies, duties, customs
imposts, contributions (such as social fund and compulsory medical insurance
contributions), fees, assessments or other similar charges payable to or imposed by

Nigeria or a State Authority, but does include Administrative Fees to the extent that
they do not exceed a reasonable amount for the services, materials or rights provided

or granted ;
“tax authority™ means—
(a) in respect of Benin, the Direction Generale des Imports,
(£) in respect of Ghana—
(£) in respect of value added tax, the Valpe Added Tax Service,
(i) in respect of customs and excise duties, the Customs, Excise and Preventive
Service, or.
(iif} in respect of Income Tax or any other Tax mattter, the Internal Revenue
3ervice : :
.c) in respect of Nigeria—
(#) in respect of income tax and valued added tax, the Federal Inland Revenue
3ervice, and :
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{il) in respect of customs and excise duties, the Nigerian Customs Service,
and ;
(d) in respect of Togo, the Direction Generale des Imports, or in each case, their
successor bodies ;
"Mym"mm:pwndurmywbegmhmm 1st January and ending on
EIﬂDeoembw

”Tudmm!w'mumﬂwMirﬁsuyanmlmmRmm‘

"US dollars™ or "US $" means the lawful currency of the united states of
America ; :

“‘WAGPmﬁvhju“hﬂh&mymﬁvityofﬂHCompmyumysubaidiwufmc
Campany which— :

(@) are engaged in by the Company or its subsidiary in relation to the pipeline
mhnmufurﬂupupmeofﬁmtmngunwﬂnﬁﬁmﬁuhpehm
system business, or

(b) are agreed by the Company and the WAGP Autharity to be a WAGP
Activity, but shall not include—

(i) the operation of local distribution companies, or

(if) any other activitiy agreed by the Company and the WAGP Authority not
to be a WAGP Activity ;

“WAGP Company” ssieans the Company and any wholly owned subsidiary of
the Company which is the subject of a notification to the WAGP Authority and
the tax authorities in accordance with the International Project Agreement ;
“WAGP Income™ has the meaning given to it in paragraph 7 of the First Schedule
ﬂ:ithi:j_.u;

“WAGP Treaty” means the treaty concerning the West African Pipeline project
made betiveen the Republic of Benin, the Republic of Ghana, the Federal Republic
of Nigeria and the Republic of Toge concerning the West African Gas Pipeline
Project ;

“WAGP Tribunal™ means the tribunal of that name established by the WAGP
Treaty ;

“WAGP Regulations” means regulations governing the construction and
operation of the pipeline system (including the matters referred to in the Second
Schedule to this Act), to be adopted by the Minister under this Act ; and

“MAMGBP@:MMW*WAEPMMHM
established under the WAGP Treaty.

(2) Any term, word or phrase not specifically defined in this Act shall have the
mmnuuasmﬂulmrmumlﬁq}m.\m

ﬂ.ﬁuAﬂmlyhcmdnﬂuﬁhh&mﬁuPnlme Project (Special  Short Title.
Provisions, etc.) Act., 2005,
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Section 23

Aszsessment
of tax
payable by
WAGP
Companies.

Other
persons.

Interpreta-
tion of some
terms in this
Schedule,

FIRST SCHEDULE
SUFPLEMENTARY Provisions RELATING To AGREED FiscaL REGIME

ParT 1—GEeNERAL PROVISIONS RELATING TO AGREED FiscaL REGIME

1.—(1) This Schedule sets out the principles and rules relating to the liability
for, and the calculation of, and method of assessment of, tax on the Company (including
in respect of each other WAGP Company that is deemed to be a branch of the Company
in accordance with paragraph 16 (3)) of this Schedule in relation to WAGP income.

(2) For the purposes of this Schedule all income accrued and expenses incurred
by any WAGP Company in respect of WAGP activities shall be deemed to be income
accrued and expenses incurred by the Company, and the Company shall accordingly
be liable to pay income tax in respect thereof.

(3) No WAGP Company other than the Company shall have any liability to
income tax in respect of WAGP activities. ;

{(4) The Non-WAGFP regime shall not apply to any WAGF Company in respect
of WAGP activities or WAGP income except as set out in this Schedule.

(5) All Income tax liabilities of the Company, and payments made by the Company
in respect of those liabilities, shall be to the Tax Authority of Nigeria. = -

(6) The WAGP Authority will participate in the determination of the liability of
the Company to pay Income Tax as set out below.

(7) The income tax liability of the Company shall be calculated by reference to
tax years.

2.—(1) The principles and rules relating to the |iability for and the calculation of
tax on buyers, sellers, shippers and Project contractors shall be as set out in this
Schedule.

(2) The Non-WAGP regime applying to such persons in respect of any activities
contemplated in this Schedule shall be modified in accordance with this Schedule.
(3) If any WAGP Company undertakes any action, transaction or agreement
(whether or not as a part of an arrangement or series of arrangements) where the
principal purpose is—
(a) to obtain for the Company a relief (or increased relief) from, or repayment or
increased repayment of, income tax on WAGP income imposed by this Schedule ; or
(b) for the avoidance or reduction of a charge to such a tax or an assessment to
such a tax, the amount of the relief, repayment or charge for the Company shall be

the amount that would have been the case had the action, transaction or agreement
or arrangements or series of arrangements not been undertaken.

3.—{1) For the purposes of this Schedule—

"agreed fiscal regime™ means the fiscal regime as set out in Section 23 of this
Act and this Schedule ; -

 ——
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"'appiiuble person” means 8 WAGP Company or any other person (including
Project Contractors, buyers, sellers and shippers) to whom the agreed fiscal regime is
intended to apply ; :

"applicable rate” means a rate of interest equal to 15 per cent per annum, com-
pounding mmull}'

"certification system™ has the meaning given to it in the International Project
Agreu'ncm : :

"completion date” has the meaning given to it in the International Project Agree-
ment ; :
"construction expenditure” has the meaning given to it in the International
Project Agreement ;

" "debt" means any actual obligation (whether present or future, secured or
unsecured) for the payment or repayment of money (excluding contingent liabilities,
amounts oﬁngmtad:umdimmmmrliahiliﬁuinmmedinﬂmordinawmm
of business) ;

"Dispute Resolution Procedure" has the meaning given to it in the International
Project Agreement ;

"Eligible Development Costs” has the meaning gim to it in Schedule 16 of the
International Project Agreement ;

~ "equity" means total assets, including retained earnings and other surplus
reserves, less total liabilitigs (including Debt), the resulting sum equal to the values
ascribed to common stock, preferred stock, capital surplus or paid in capital and,
retained eamnings or earned surplus, as disclosed in audited accounts ;

- "Fiscal Review Board" means the Fiscal Review Board established in accordance
with the WAGP Treaty ' ;

“fiscal start date” has the meaning given to it in the International Project
Agreement ; :

. "income tax™ means amounts payable by a WAGP Company in accordance with
Part II of this Schedule ;

ﬁukmrnm‘nﬁmmn&wﬂlminmmﬂu,vﬁdemsmmsMﬁ;

"Non-WAGP regime" means the legislation, regulations, principles of
interpretation and application 4nd any other features of the system of taxation
applicable either generally or specifically in Nigeria, as amended, modified or enacted
from time to time, which is not legislation introducing, amending, modifying, re-enacting
or consolidating the agreed fiscal regime ;

"reservation charge"” huthemmwgglmtonmuulntmunﬂh'nje:t.

Agreement ; and -
'W&GP&MM‘Mﬂimmmnmmmm
Project Agreement.
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Part II—IncomE Tax

4.—(1) Subject to the principles and rules set out in this Schedule, and in
particular to paragraph 13 of this Schedule, the Company shall be liable to pay to
Nigeria, in respect of each tax year, income tax at the rate of 35 per cent of its taxable
income attributable to Nigeria in the tax year.

(2) The taxable income of the company attributable to Nigeria shall be calcu-
lated as set out below, following the apportionment between the States of WAGP
income, allowable expenses and capital allowances as set out in this Schedule.

(3) In calculating the amount due in respect of income tax from the Company to
Migeria, credit shall be given for any amount in respect of which an election is made
by the Company under this paragraph.

{4) In this Part of this Schedule, "State liability" means—

{a) an amount of money which has been determined under the dispute resolution
procedure to be owing by Nigeria to the Company under Clause 36.4 of the
International Project Agreement ;

{b) an amount of money which has been determined in accordance with this
Schedule to be owing by Nigeria to the Company under the fiscal laws (whether
laws implementing the provisions of paragraph 11 of this Schedule or paragraph 35
of this Schedule or otherwise) and in respect of which no further appeal is permit-
ted under Part VII of this Schedule (whether as a result of the expiry of any time
limit or otherwise) or in respect of which Nigeria has confirmed that no appeal will
be made by it ; =

{c) an amount of money which is deemed under sub-paragraph (5) or (6) of this
paragraph to be owed by Nigeria to the Company ;

() an amount of money which has been determined under sub-paragraph (7) of
this paragraph to be owing by Nigeria to the Company ; or

(e) interest on any of the above amounts arising under Clause 44.3 of the
International Project Agreement or paragraph 20 of this Schedule.

(5) Where the Company claims that an amount is owing by Nigeria to the
Company under the fiscal laws (whether laws implementing the provisions of
paragraphs 19, 25, 35 (2) and (4) of this Schedule, or otherwise), including interest
thereon arising under paragraph 20 of this Schedule, and in respect of which a further
appeal is permitted under Part 7 of this Schedule, and in respect of which Nigeria has
not confirmed that no appeal will be made by it, the Company may give to the WAGP
Authority and to the Tax Authority of Nigeria written notice setting out particulars of
the amount in question and the circumstances in which the liability arose.

(6) If Nigeria disputes that any part of the amount set put in the notice is owing
to the Company, it may within 30 days of receipt of such notice make application to
the WAGP Tribunal for a determination that such amount or a part of it is not owing
by Nigeria to the Company and if Nigeria does not make such an application, or does
not make it in respect of the whole of the amount claimed, then for the purpose of this

Liability to
any rate of
income tax.

Assessmgl:u
of tax
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Taxable
income.

WAGP
income and
allowable
expenses :
income and
expenses.

WAGP.
Income.

Schedule the amount stated int he notice, or if Nigeria disputes only part of the
amount stated in the notice, the balance of the amount claimed, shall be deemed to be
owing by Nigeria to the Company and shall be a State liability in amurdance with
subparagraph (1) of this paragraph.

(7) If Nigeria makes an application in accordance with subparagraph (6) of this
paragraph to the WAGP Tribunal for a determination that an amount is not owing by
it to the Company and if—

(ag) the application is dimissed in whole by the WAGP Tribunal, the amount

stated in the notice shall be deemed to be owing and shall be a State liability ;

(b) the application is dismissed in part by the WAGP Tribunal the amount

stated in the notice which relates to that part of the application which was dis-
missed shall be deemed to be owing and shall be a State liability ; or _

(c) the WAGP Tribunal makes a determination that an amount is owing, then

that amount shall be a State liability ; or

(8) The Company may, by notice given in a return, elect to treat any part of a
State liability as a credit in the calculation of the amount of income tax due to Nigeria
in respect of the tax year to which the return relates and where a notice is given in
accordance with this paragraph the liability of the Company to income tax for the tax
year to which the return relates shall be reduced accordingly.

5. The taxable income for any period shall be equal to the amount of WAGP
income attributable to Nigeria for that period less the aggregate of—

(a) allowable expenses attributable to Nigeria for that period ;

(&) capital allowances attributable to Nigeria in respect of that period ; and

(¢) any allowable losses available in Nigeria.

6. For the purposes of this Part of this Schedule—

(a) “income” means any receipts or realised gains of a revenue nature, determined
in accordance with the accounting principles and for the avoidance of doubt, income
includes amounts recovered by way of insurance claims, judicial or arbitral awards,
recovered legal costs, rental or refunds, proceeds from sale or exchange of plant or
facilitigs or supplies, or sale or licence of intellectual property, where under the
accounting principles such amounts would be treated as income ; and

(&) “expenses” means any payment or outflow or depletion of assets or incurrence
of liabilities, other than distributions to equity participants,

7.—{(1) Subject to subparagraph (2) of this pai‘agmph, the amount of WAGP
income for any tax year is the aggregate of—

(@) payments accrued by the Company during that tax year that are derived from
natural gas transportation operations which are WAGP activities ;

(&) income accrued during that tax year in respect of any debt claims in which the
Company is the creditor ;
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(c) any other income incidental to WAGP activities accrued by the Company
during that tax year ; and

() any negative pool balance in respect of that tax yeag

(2) WAGP income shall not include—

(a) any amount accrued in respect of the disposal of any capital asset other than
as provided under subparagraph (1) (d) of this paragraph ;

(b) any accrual in respect of the WAGP Authority charge or any part of the
WAGP Authority charge ;

(¢) any dividend or any accrual in respect of any dividend received from any
WAGP Company ; :

(d) any amount accrued or payable to a WAGP Company by a State under the
International Project Agreement. except where and to the extent that the amount
paid is compensations for or reimbursement of lost WAGP income, or

(e) any interest or other income accruing prior to the fiscal start date.

8. —(1) Allowable expenses for a period means all expenses (other than non-
allowable expenses) which are incurred in that period including accruals on any debt
claims where the Company is the debior wholly, exclusively and necessarily for the
purpose of deriving WAGP income :

Provided that expenses will be considered to be necessarily incurred where the
Company believes at the time the expenses are incurred, that to incur the expenses is
reasonable and appropriate to enable, facilitate, develop or make more efficient the
carrying out of WAGP activities or the deriving of WAGP income.

(2) For the avoidance of doubt, expenses shall not cease to be allowable expenses
solely as a result of being incurred in respect of related party transactions.

(3) For the purposes of this Schedule, an expense shall be treated as incurred at
the time at which and to the extent that an accrual in respect of such expense is
properly recordable in the accounts of the Company in accordance with the accounting
principles or in the case of costs incurred by shareholders or their affiliates, in the
account of that person in accordance with its accounting principles.

9. Mon-allowable expenses means all expenses, other than allowable expenses,
which shall include—

(a) expenses that are interest to the extent that—

() the average ratio of debt to equity for the consolidated group during the tax
year exceeds 70:30 so that in calculating the amount of allowable expenses and non-
allowable expenses where this ratio is exceeded the amount of the interest expense
shall be prorated between the two in accordance with the amount of debt that falls
within and exceeds this ratio, respectively ; '

(i) such interest expense is incurred in an amount exceeding a reasonable
commercial return for a borrowing between unconnected parties on the same terms
for the same amount and entered into at the same time and for the same period and
in the same currency as the relevant borrowing by the Company; and for the purpose

Allowable
expenses.

Scope of
non-

allowable
EXPENSEs.
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of determining for the purposes of this paragraph whether any interest expense
exceeds such a reasonable commercial return, if the Company and the WAGP
Authority agree on a mechanism for determining reasonable interest rates for the
purposes of this paragraph, or if the WAGP Authority approves the terms of a
finance facility, then any interest expense incurred under a facility which complies
with that mechanism or under any facility the terms of which arcsnappu-mred,sjml]
not be a non-allowable expense, or

(iif) the debt in respect of which the interest expense accrues is incurred for the
principal purpose of reducing the Company’s tax liability ;

(b) any expenses incurred in providing business entertainment or gifts, other
than the cost of accommodation, food and drink attributable to any employee or
director of any WAGP Company incurred in any of the States ;

(c) legal fees or other costs of proceedings incurred in relation to arbitration or
any determination under the International Project Agreement ;

(d) any expenses incurred prior to the fiscal start date ;

{(e) any expenses already taken into account as a deduction in respect of any tax
liability calculated by reference to net profits or gains of any shareholder or affiliate
of a sharcholder in any State ; _

(f) any expenses in relation to any purchase of goods or services from any
shareholder or an affiliate of a shareholder to the extent that the consideration
given exceeds the consideration which would be payable in an arm’s length
transaction of substantially the same nature between unconnected parties ;

(g) the cost of any letter of guarantee from shareholders or affiliates to the States
which is given in relation to the International Project Agreement ;

(k) fines and penalties imposed under any law of a State; and the costs of
indemnities to employees, contractors or agents of any WAGP Company in respect
of such fines and penalties ;

(i) any general overhead or general head office costs incurred by slmdmiﬂws
or affiliates and recharged to any WAGP Company not including any amounts
charged in respect of specific services supplied and separately invoiced by such
shareholders or affiliates to the extent these exceed 1.5 per cent of the Company’s
aggregate allowable expenses, excluding the amounts to be re-charged, for the
relevant tax year ;

(/) any depreciation for accounting purposes in the value of any assets ;

(k) any Capital Expenditure or any debit for aoommung purposes arising by
reference to any Capital Expenditure ;

(/) any payment by the Company to the WAGP Authority which is reimbursable
through the WAGP Authority charge ; and

(m) any payment of, or on account of tax and any interest, supplement or penalty
in respect of an underpayment of, or on account of tax.

Reliefs. 10. Claimed reliefs in respect of Nigeria are the allowable losses available in
Nigeria plus capital allowances claimed in the return in respect of Nigeria for the
relevant tax year.
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11.—{1) If in any tax year the amount of allowable expenses attributable to
Nigeria exceeds the amount of WAGP income attributable to Nigeria, the excess shall
be an allowable loss of the Company available in Nigeria for that tax year.

(2) An amount of allowable loss mentioned in subparagraph (1) of this paragraph
shall be carried forward and may be claimed by the Company in any of the nine
subsequent tax years in accordance with paragraph 5 and this paragraph of this
Schedule.

(3) Where an amount of any allowable loss is claimed and utilised by the Company
in Nigeria in any subsequent tax year— .
(@) the amount of the taxable income of the Company in Nigeria in respect of that
tax year shall be reduced by the amount of allowable loss so claimed; and

(b) the amount of that allowable loss that may be carried forward for use in
Nigeria in subsequent tax years shall be reduced by the amount so used.

(4) The Company shall be deemed to claim amounts of allowable loss in
chronological order beginning with those that arose in the earliest available tax year.

12.—(1) All eligible development costs, and to the extent not included in the
eligible development costs, all allowable expenses incurred by the Company prior to
the fiscal start date less the sum of all WAGP income derived by the Company prior to
the fiscal start date, including the amount of any interest income accruing to the
Company prior to the fiscal start date, will be the amount of the capital account as at
the fiscal start date.

(2) At the end of each tax year ending after the fiscal start date, the amount of the
capital account of the Company shall be adjusted by adding the amount of capital
expenditure incurred by the Company in that tax year (other than capital expenditure)
incurred prior to the fiscal start date, and subtracting an amount equal to the aggregate
of the disposal proceeds for that tax year (but not so that the capital account may ever
be a negative number).

(3) To the extent that the aggregate of the disposal proceeds for any tax year
exceeds the amount of the capital account after adding the amount of capital expenditure
incurred by the Company in that year but prior to adjustment in accordance with
subparagraph (2) of this paragraph in respect of the amount equal to the aggregate of
the disposal proceeds for that tax year or in accordance with this paragraph, the
arnount of the excess (the “negative pool balance™) shall be treated as WAGP Income
of the Company for the relevant tax year ; and the amount of the capital account shall
be reduced to zero.

(4) The Company may elect to claim an amount of relief (known as its “capital
allowances™) equal to not more than 25 per cent of the balance of its capital account at
the end of the relevant tax year.

(5) The amount of the capital allowances shall be taken into account in reducing
the taxable income of the Company for the relevant tax year as described in paragraph
5 ofthis Schedule, and shall be deducted from the capital account at the commencement
of the next succeeding tax year. i

Loss reliefs.

Capital
allowances.
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Income tax
holidays,

(6) The capital allowances mentioned in sub-paragraph.(5) of this paragraph
shall not be claimed, and the balance of the capital account shall not be reduced until
the tax year or part thereof which falls after the end of the income tax holiday period,

and in subsequent tax years.
(7) The capital expenditure shall be—

(@) the expenses of acquiring or improving any asset which is a capital asset ;
and

(b) the expenses of capital services, but, in each case, shall not include any
expenses that do not exceed US $10,000. o

(8) For purposes of subparagraph (7) of this paragraph—

(@) an asset is a capital asset if that asset is acquired not with a view to its sale for
a profit, but for the enduring benefit of the business of the Project;

(b) a service is a capital service if that service is not provided to or acquired by
the Company to be utilised by the Company directly for an onward supply of goods
and services with a view to profit, but is supplied for the enduring benefit of the
business of the Project.

(9) The Company will keep a ledper in US dollars recording all capital expenditure
incurred and the capital asset in respect of which that capital expendlturi: has been
incurred. o ;

(10) Where any capital asset is disposed of by the Company (other than a
disposal which is disregarded in accordance with sub-paragraph (d) of paragraph 16
(3) of this Schedule), “disposal proceeds” shall -arise in the tax year in which the
disposal takes place and the amount of the disposal proceeds shall be the amount of
the sale proceeds or the value of other consideration repeive'f for that capital asset.

.13 (1) The income tax holiday period shall be the period starting on the fiscal
start date, and lasting for 60 months..

(2) The Company shall notify the WAGP Authority and the Tax Authority of
Nigeria promptly upon becoming aware of the first day on which a reservation charge
is payable.

{3} No income tax shall be payable by the Company in respect of WAGP income
arising prior to the last day of the income tax holiday period. i

(4) If a tax year begins before and ends after the last day of the income tax
holiday period, the amount of WAGP Income earned and allowable expenses incurred
in that tax year in the part periods before the last day and after the last day of the
income-tax ]mllda} period shall be calculated on a pro rata basis by apportionment of
the total WAGP Income and allowable expenses of the tax year between the two
periods according to the number of da}s f'alimg ht'.ﬁni'n that last day and the number of
days falling aﬁer R

(5) The maximurn capital allowances claimable in rcspi:ct of the period after the
last day of the tax holiday period shall be pro-rated downwards in the same manner.
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(6) The income tax payable in respect of taxable income arising during the tax
year in question shall be calculated only by reference to WAGP Income and allowable
expenses apportioned to the period after the last day of the income tax holiday period.

14— (1) All WAGP income, allowable expenses and capital allowances foratax  Assessment
year shall be apportioned between each State in proportion to that State’s apportionment ~ and adminis-
percentage for that tax year determined in accordance with sub-paragraph (2) of this  [Tation of iax
paragraph, irrespective of where or how such WAGP income might have been earned
or accrued or expenses incurred.

(2) In each tax year, the apportionment percentage of Nigeria shall be derived
according to the following formula—

APs =  45x({Ls—Lt+(RCs=RCr)}+2.5.

where :

APs =  the apportionment percentage of Nigeria in the tax year, expressed as a
-0 PR

Ls =  the length of pipeline comprised in the pipeline system situated within

Migeria as at 1st of January in that tax year, which has been commissioned
for which purpose the length of the pipeline within Nigeria shall be
determimed by the as-built survey carried out by the Company, and the
length of lateral pipelines shall be included ;

Lr =  the total length of pipeline system as at Ist of January in that tax year,
which has been commissioned for which purpose the length of the pipeline
shall be determined by the as-built survey carried out by the Ccampm}r,
and the length of lateral pipelines shall be included ;

RCs = ﬂnesumofﬂwquannnesofreservedcapcacuy“hmhmmmwdaimy
time for transportation of natural gas as at the 1st of January in that tax
year, for delivery out of the pipeline system in Nigeria ; and

RCr =  the total sum of the quantities of reserved capacity which are reserved at
anyumgfortranspmmmafuammlgnsautﬁwlstuﬂanuarymthm
tax year.

(3) The Company shall, not later than the 10th January in that tax year, notify
the WAGP Authority and the Tax Authority of Nigeria of its calculation of the
apportionment percentage of each State for that tax year.

(4) The WAGP Authority shall, not later than the 31st of January in that tax year

referred:nmsnb-pamgnphﬂ] of this paragraph, notify the Company, on behalf of all
of the Tax Authorities, whether it accepts the carrectness of such caleulation:

(5) If the WAGP Authority notifies the Company that all of the Tax Authorities
mtptﬂmcufrmmuf the calculation, or if the WAGP Authority fails to notify the
Companybymﬂmoﬂanmqr MMWWMMMM
shallbensulmlaudby tthompany x ;
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(6) If the WAGFP Authority notifies the Company that one or more Tax
Authorities do not accept the correctness of the calculation, the dispute resolution
procedure shall be used tb determine the apportionment percentage to apply for that
tax year and pending the final determination under the dispute resolution procedure,
the apportionment percentages which applied during the previous tax year shall
continue to apply.

(7) Upon the ﬁnﬂdmmnmqnnofmampumummmmgﬁmw
resolution procedure, there shall be an adjustment between the State (and if applicable,
between the State and the Company) of any monies paid by or to the Company,
without penalty or Interest (including any supplement or Interest as set out in
paragraph 20 of this Schedule, or any penalties set out under Part VI of this Schedule).

(8) The apportionment percentages to apply in any tax year, or the method of
determining the apportionment percentages, may be adjusted by the States by written

" notice signed by each relevant Minister and delivered to the Company prior to that

tax year:
Provided, however that —

{a) the total of the apportionment parcentages to apply in a tax year shall
_always equal 100 per cent ;-

(&) if a methodology is to be used to determine the division of the apportionment
percentages between the States, the apportionment percentages shall be readily
ascertainable not later than the 1st of January in the tax year concerned ; and

(c) If on the 1st of January in a tax year adjusted apportionment percentages
which the States intend to apply in that tax year are not readily ascertainable in

accordance with sub-paragraph (b) of this paragraph, then the apportionment
percentages which applied in the previous tax year shall continue to apply.

15.—{1) As from the commencement of the tax year in whichthe fiscal start date
occurs, the Company shall submit returns for (each a return and together, the returns)
as set out in this Schedule to this Act.

(2) The returns will comprise the audlted company accounts of the Company
(prepared in accordance with the accounting principles) together with tax accounts
showing the approriate tax adjustments to the financigl statements.

(3) The returns will include the results of the Company irrespective of the State
to which they relate and the results of each other WAGP Company that is deemed to
be a branch of the Company under this Schedule and shall be prepared in accordance
with the bases and assumptions in paragraph 16 (3) of this Schedule.

(4) The returns shall set out the WAGP income, allowable expenses and capital
allowances for that tax year and the apportionment in accordance with paragraph 14
(1) of this Schedule of those amounts to each State and shall include a calculation of
the Company's liability to income tax in each State for that tax year and the basis of
that calculation.

(5) The Company shall maintain its accounting records and present its financial
statements, income tax computations and returns in US dollars.
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(6) The Company shall keep its original financial statement, income tax
computations, returns and all reasonably necessary supporting documentation in
premises situated within one of the States at the choice of the Company.

(7) The Company shall submit one return to the WAGP Authorities and one to
the Tax Authority of Nigeria within six months of the end of the tax year, the final date
of such six month period being the filing date.

(8) The Tax Authority of Nigeria together with the Tax Authorities of the other
States shall jointly review the returns in conjuction with the WAGP Authority and
prepare a single combined assessment on the basis of the information contained in
the returns.

{9} The combined assessment shall show the calculation of the taxable income
of the Company in each State for the tax year in question, and the Liability of the
Company to each State for income tax in respect of the tax vear in question, having
credited any amount to be credited in accordance with this Schedule, and shall
constitute a tax assessment (referred to in this Schedule as "the assessment) by
each individual State for the amounts so assessed in respect of that State,

(10) The WAGP Authority shall, on behalf of the Tax Authority in each State,
issue the combined assessment to the Company within 90 days of the filing date :

Provided that, if the Company has not been provided with reasonable adequate
information to justify the claims and calculations in the Returns, the WAGP Authority
may, within 30 days of the filing date, request such further information as it may
reasonably consider it necessary to justify the claims and calculations in the returns,
in which case the issue of the combined assessment shall be not later than—

{a) ninety days following the filing date ;
() thirty days after the Company provides such further mfﬂnnatmn, such later
date being the assessment due date. S

(11) If the Company fails to submit returns maccafdanmwﬂ sub—para,graphs
(1) to (7) of this paragraph, not later than the date failing 12 months after the filing
date, the Tax Authority in Nigeria together with the Tax Authorities in the other States
may jointly in conjuction with the WAGP Authority, pmpare & combined assessment
on the basis of the information they are aware.

(12) The combined assessment prepared in accordance with sub-paragraphs
(8), (9) and (10) of this paragraph shall constitute a tax assessment by each individual
State for the amounts so assessed in respect of that State.

(13) If, after the notification of a combined assessment prepared pursuant to
sub-paragraph (11) of this paragraph, the Company submits returns in accordance
with sub-paragraphs (1) to (7) of this paragraph, the returns shall be assessed in

* accordance with this Schedule and following such assessment, sub-paragraph (12) of
this paragraph shall cease to have effect and this Schedule shall apply as if no
combined assessment or assessment had been issued pursuant to this Part of this
Schedule.
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(14) If no assessment is issued in accordance with mwphj{@} of this
paragraph not later than the assessment due date, then the Company shall be deemed
to have been assessed by the Tax Authority of Nigeria, exactly in with the.
return filed by the Company and such deemed assessment shall cnmu;uge lhe
assessment by Nigeria accordingly.

(15) An Assessment of liability to income tax of the Company shall unl'y be
made in accordance with subparagraphs (10), (11) or (14) of this paragraph, and shal}
nuthemadebyﬂ::Taxﬁuﬂmntyofﬁgenaoﬁmrmﬂnnmacmrdamawmﬂm

paragraphs.

(16) An Assessment made under subparagraphs (10), (11) or (14) of this
paragraph shall be without prejudice to the power for an amended or altered
Assessment to be made following an audit, in accordance with paragraphs 17 (4), (5)
and (6) of this Schedule.

16.—(1) The Company shall promptly notifty the WAGP Authority and the Tax -
Authority of Nigeria in writing, when any wholly owned subsidiary of the Company..
engages in WAGP Activities.

(2) The Company and any subsidiary in respect of which the Company gives &,
notice under this paragraph (together referred to as "the Consolidated Group") shalf;
be treated as a consolidated entity for the purposes of calculating the liabilities tch
income tax of the members of the Consolidated Group under this Schedule.- &t

(3) For all purposes of Part II of this Schedule, each of the member of the
consolidated Group other than the Company shall, with respect to the tax year in
which notice is given under subparagraph (1) of this paragraph and each subsequent
tax year, be deemed to be a branch of the company in respect of WAGP income,
allowable expenses and claimed reliefs and in particular—.

[a}a]I:mmamugmanyaﬂterWAGPCmnpanyshallbeueamdasnﬁm
or was accrued by or to the Company ;

(&) all allowable expenses incurred by any other WAGP Company shall be
treated as if they are or were incurred by the Company ;

(c) the belief, intent or purpose of the Company shall be the same as that of the
WAGP Company concerned had no consolidation taken place ;

(d) any payment to or receipts from another member of the Consolidated Group
including, for the avoidance of doubt, dividends, any indebtedness between
members of the Consolidated Group and all supplies and or disposals between
members of the Consolidated Group shall be disregarded ; ;

(e) any asset that is or was acquired, held or improved by any WAGP
Company shall be treated as if it is or was acquired, held or lm;rruved by the
Company ;

(f) any indebtedness of or to any WAGP Company (other than any indebtedness

disregarded pursuant to subparagraph (3) (d) of this paragraph) shall be treated as
ifitismm_indabmdnmofurmm{:ommy.
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(g) any goods or services, other than any goods or services disregarded pursuant
to sub-paragraph (3) (d) of this paragraph provided to or acquired by any WAGP
Company shall be deemed to be provided to or acquired by the Company ;-

(k) any action, transaction or omission of any WAGP Company shall be treated

as an action, transaction or omission of the Company ;

(i} any allowable loss that would have arisen to any member of the
Consolidated Group other tham the Company but for the bases and assumptions
set out in sub-paragraphs (3) (@) to (k) of this paragraph shall be treated as an
allowable loss of the Company ; and

'(f) each WAGP Company other than the Company shall have no liability to
income tax in respect of WAGP activities'or WAGP income.

(4) The Company shall suhuut returns, and assessments sha]i be issued to the
Company, in accordance with the bases and assumptions set out in sub-paragraph (3)
of this Schedule.

17— (1) The WAGP Authority may, on behalf of and as agent of the Tax Authority
of Nigeria, request further information and conduct an audit of any return at any time
during the period of six years from the filing date for that return.

. (2) Except as otherwise provided in sub-paragraph (1) of this paragraph, no audit
of the Company shall be conducted by the Tax Authority of Nigeria. :

(3) The WAGP Authority shall be empowered to act on behalf of and as agent of
the Tax Authority of Nigeria in dealing with the Company on a dispute as to an
assessment or the outcome of an audit and any agreement reached between the WAGP
Authority so acting and the Company shall be binding on the Tax Authority of Nigeria.

(4) The Company may, at any time during the six vears following the filing dates
submit amended returns for a tax year, one to each of the WAGP Authority and the Tax
Authority of Nigeria in which case the Tax Authority of Nigeria shall issue an amended
assessment or more than one amended assessments in accordance with paragraph 15
(8) and (9) of this Schedule within 90 days of receipt of the amended return, or if it fails
to do so, paragraph 15 (14) shaI] apply.

(5) The WAGP ﬂudmmy acting for and on behalf of the Tax Authority of
Nigeria, may issue an dltered assessment to the Company if it considers that a previous
assessment was incorrect in any manner.

(6) If there is a dispute as to an assessment, then any agreement reached to
resolve that dispute shall, in the absence of fraud, be binding on the WAGP Authority
and the Tax Authority of Nigeria, and no assessment shall be issued which is
inconsistent with such agreement.

18. All payments in respect of income tax shall be made in US dollars.

-19.— (1) Within 30 days of the commencement of each tax year, the C-.:rmpauy
will deliver to the WAGP Authority, an estimate of its income tax liability in respect of

Audit and
amended
assessment
and returns.

Currency of
Income Tax
payments.

Interim
payments.
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taxable income including, where applicable, as a result of paragraph 16 (3) of this
Schedule for that tax year and the Company may vary any such estimate at any time
during the year by written notice to the WAGP Authority.

(2) The Company shall make instalmental payments not later than each of the

" 31st March, the 30th June and the 30th September in each tax year and each payment

shall be of an amount so that the Company following that payment has paid or is
deemed to have paid an amount of income tax in respect of taxable income in Nigeria
equal to the estimated income tax in respect of taxable income in Nigeria for the tax year
multiplied by the product of 25 per cent and the number of installment payment dates
that have then fallen due ; andnﬁnﬂmsmllnmtpaymmtshallbemadenmlaterdaan
the 31st December.

(3) The Company shall, at the same time as filing its returns for each tax year, pay
aﬁuﬂ:ermsml]mentpa}rmentequaltathemmunofﬁmharmmtamfamr,whmh
the returns indicate is owing by the Company.

{(4) An adjusting payment, if any, shall be due within 30 days from the date on
which the assessment is issued, from the Company to Nigeria if the result of the
assessment is that further income tax is owing by the Company to Nigeria, or from
Nigeria to the Company if the result of the assessment is that the Company has
overpaid installment payments for the tax year in question.

(5) Any supplement due from the Company under paragraph 20 of this Schedule
shall also be due on that date and in the event that the adjusting payment is due from
Nigeria to the Company and any supplement is due from the Company to Nigeria, the
amounts shall be netted off and only the remainder shall be due.

(6) If an income tax liability of the Company is adjusted following the issuance of
an amended assessment or an altered assessment or following an appeal by the
Company or a State, a further adjusting payment, if any, shall be due from, or as the
case may be, to the Company within 30 days from the date of which the amended or
altered assessment is issued or, as the case may be, the date on which judgment is
given by the relevant appellate body together with interest at the applicable rate from
the date on which the amended or altered assessment or decision on appeal is made.

20.— (1) Where, for any tax year the amount of income tax due from the Company
in Nigeria on the basis of the return for the tax year in question exceeds the product of
1.05, and the aggregate of the installments paid by the Company in Nigeria for the tax
year in question pursuant to paragraph 19 (2) of this Schedule, the Company shall pay,
in accordance with paragraph 19 (4) of this Schedule, to Nigeria lmppiemmtofm
amount equal to 10 per cent of that excess.

(2) Interest payable mUS&:-Ilars will be pa)rableauheapplma.blem on all
other amounts owing by the Company to Nigeria or by Nigeria to the Company under
the fiscal laws and no interest shall be due in respect of over or under payment of
installments under paragraphs 19 (2) or (3) of this Schedule. -

21.—(1) No amount in respect of taxes will be required to be withheld or deducted
: ! .
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(a) the dividends declared by the Company or any dividends declared by any
WAGP Cnmpmy which are dlsmgarded pursuant to paragraph 16 (3) (d) of this
Schedule ; '

(&) subject to sub-paragraph (2) of this paragraph, the payments by or to the

Company in respect of interest, principal or fees, charges or costs in respect of debt
or any such payment by or to any WAGP Company that is disregarded pursuant to
paragraph 16 (3) (d) of this Schedule ;

(¢) the payments in respect of branch profits or repatriation of branch capital of
the Company or any such payment by or to any WAGP Company that is disregarded
pursuant to paragraph 16 (3) (d) of this Schedule ;

(d) the payments made for sales ufnatm‘algaswhmhhasbeenorlstu be
transported through or consumed in the pipeline system ; or

(e) the payments to a shipper or the Company for transportation of namural gas
through the pipeline system or any such payment by or to any WAGP Company
that is disregarded pursuant to paragraph 16 (3) (d) of this Schedule.

(2) 1f the Company makes any payment of interest to a person who is not
resident in any of the States in respect of debt owed by the Company which was
incurred other than in connection with the funding of construction expenditure or
working capital or other costs incurred by the Company prior to the completion date or
. refinancing of debt originally incurred in connection with the funding of construction
expenditure or working capital or other costs incurred by the Company prior to the
completion date, then— ;

(@) the paynleﬁt of interest shall be made subjecttoa wit'l'thold.ing in respect of
taxes of the lender, of 10 per cent of the gross payment ;. 3
(&) the amount of the withholding shall be pmd by the Company to the Tax
humnrn:y of Nigeria in propertion to the apportionment percentages of Nigeria
applying in the tax year in which the withholding is made ; and
() the amount so paid to the Tax Authority of Nigeria shall be a final tax on’
m-::::me in Nigeria in mspe:ct of that interest. g

{3} Where the Company receives services from a contractor within any of the
States, the Company shall require a separate invoice in respect of the services that are
rendered in Nigeria, or a breakdown showing the amounts invoiced in respect of
services rendered in Nigeria.

{4) The Compmy shall; upon rmmgmh services mentioned in sub-paragraph
(3) of this paragraph, apply a 6 per cent withholding in respect of the invoiced amount
and shall pay to the contractor the net amount and to the Tax Authority in Nigeria the
amount withheld i in n:spect of services rendered in Nigeria.

(5) Nnmjthstandmg suh-paragrapll (4) of this parag;raph no withholding shall
be applied to services that are not rendered in Nigeria nor in any of the other States,

nor will there be a withholding in respect of goods supplied to the Company, whether
supplied in conjunction with services or otherwise.
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(6) Where a withholding is applied under sub-paragraph (5) of this paragraph,
the treatment of the withholding for the relevant contractor shall be as follows, that
i :

() where the contractor is a resident of Nigeria, the withholding will be a
refundable credit against taxation on income of that contractor in Nigeria ; and

(&) where the contractor is not a resident of Nigeria, the withholding will be a
final tax on income in Nigeria.

(7) For the purposes of this paragraph, of this Schedule, a service shall be
considered to be rendered and received where the supplier of the services actually
performs the services.

22. The Company shall notify the Tax Authority of Nigeria whenever to its
knowledge it makes a payment of a dividend or an interest payment to a resident of
Nigeri

23.—{1) A buyer, seller or shipper who is not a resident of Nigeria shall not be
subject to taxation on his income in Nigeria unless he carries on business in Nigeria
through a permanent establishment situated in Nigeria.

(2) Where a buyer, seller or shipper carries on business through a permanent
establishment as specified in sub-paragraph (1) of this paragraph, his income may be
taxed in Nigeria, but only so much thereof as is atiributable to that permanent
establishment.

(3) A buyer, seller or shipper who is a resident of two or more States shall be
deemed to be a resident only of the State in which his place of effective management is
situated.

(4) A buyer, seller or shipper who is a resident of any State shall be subject to
taxation on income only in that State unless it carries on business in another State
through a permanent establishment situated in that other State,

(5) If the buyer, seller or shipper carries on business as aforesaid, the income of
that buyer, seller or shipper may be subject to taxation in that other State but only so
much thereof as is attributable to that permanent establishment in that State.

(6) The amount of the income of that buyer, seller, or shipper that is attributable
to that permanent establishment in that other State, and therefore subject to taxation in
that other State, shall not also be subject to taxation in the State of residence.

(7) In this Part of this Schedule, the following expressions shall have the following
meanings—

~ “resident” means, in respect of @ State, a person which under the laws of that
State is liable to taxation in that State by reason of its incorporation or registration
in that State, or by reason of its place of management being in that State ; but does
not include a person liable to taxation in that State in respect only of Income from
sources in that State or capital situated therein ; and
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1993 No. 102,

1993 No. 102,

permamm: establishment™ means, in respect of a State, a fixed place of business
in that State through which the business of an enterprise is wholly or partly carried
on,
and a person shall not be regarded as a resident or having a permanent establishment
in a State, by reason only that the person holds an interest in another person which is
a resident of or has a permanent establishment in that State.

(8) Any question of apportionment of income or expenses or of profits to any
permanent establishment shall be determined in a manner consistent with the provisions
of Article 7 of the United Nations Model Double Taxation Convention of June 2001.

Pagrr III—V arvep Appep Tax

* 24.—(1) The Non-WAGP regime in respect of Value Added Tax (in this Schedule
referred to as “the VAT™) in Nigeria shall apply but with the following adaptations.

(2) In this Part, references to Nigeria include references to any State Authority
having authority in relation to VAT. :

(3) All supplies of goods or services which are imported from cutside Nigeria for
the purpose of construction of the pipeline system shall be exempt for the purposes of
VAT :

Provided that, in the case of goods— =

() the relevant goods are items of plant, equipment, machinery or other materials
to be used in the construction of the pipeline system and are listed on or are to be
part of items listed on the exempt goods list ; and

(&) they have been certified under the certification system as qualifying for this
exemption. i

(4) The VAT in respect of supplies of goods or services rendered in Nigeria shall

to the extent that the relevant expenditure is capital expenditure be zero-rated.

(5) A supplier of goods or services shall be entitled to rely on a certificate given
under the certification system as evidence that its supply is zero-rated.

(6) The VAT in respect of supplies of services rendered in Nigeria by contractors
without a permanent business establishment in any State to a WAGP Company, where
such supplies of services are not zero-rated or exempted in accordance with sub-
paragraph (3) of this paragraph shall be chargeable in accordance with the Value
Added Tax Act. 2 :

(7) Where the foreign contractor is registered for the purposes of VAT in Nigeria,
the relevant WAGP Company which is deemed under paragraph 26 of this Schedule to

- be part of the VAT Consolidation shall make payment of that VAT directly to that

foreign contractor and may assume that the relevant foreign contractor is bound to
account to Nigeria. 5 : :

(8) Where the payment mentioned under sub-paragraph (7) of this schedule is
not made, the relevant WAGP Company which is deemed under paragraph 26 of this
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Schedule to be part of the VAT Consolidation shall withhold that VAT from the payment
to the foreign Contractor and shall account for that VAT to Nigeria.

(9) Natural gas imported for transit, or for consumption in the course of the
pipeline system operations will be exempted from VAT and natural gas imported for
sale will be subject to existing Valued Added Tax Act in Nigeria:

Provided that the treatment shall be comparable to the treatment of competing
fuels.

(10) The sale of natural gas in Nigeria for export through the pipeline system
and the provision of services in Nigeria to facilitate the delivery of such natural gas
into the pipeline system shall be zero-rated and all natural gas transportation services

- in respect of the pipeline system shall also be zero-rated.

(11) For the purposes of VAT, supplies of services shall be rendered where the
supplier of services actually performs the services and supplies of goods rendered
where title to the relevant goods passes. :

25.—(1) The Company, shall be entitled to refunds of all VAT paid or deemed
pursuant to sub-paragraphs (1) and (2) of paragraph 26 of this Schedule to be paid by
it in respect of supplies of goods and services to it or such supplies deemed pursuant
to sub-paragraphs (1) and (2) of paragraph 26 of this Schedule.

{2) The Company shall submit to the Tax Authority in Nigeria a VAT return in
respect of each month not later than the 30th day of the subsequent month.

(3) The Tax Authority in Nigeria will, within 30 days of the submission of the
VAT return, reimburse the Company, in the currency or currencies in which the Company
made the payments concerned an amount equal to the VAT refund due in respect of the
supplies received during the period to which that return relates.

(4) Any amount of VAT refund not reimbursed to the Company concerned within
30 days of submission of a VAT return by the Company shall bear interest at the
applicable rate from that date until the date of actual payment or effective date of a
credit as set out below,

(5) If the Tax Authority in Nigeria fails to refund an amount due in respect of ~

such a period of account, following the Company having made all reasonable efforts to
recover that amount from the State Authority in question the Company may claim a
credit in respect of that payment due in the calculation of income tax payable in Nigeria
by the Company in accordance with sub-paragraph (1) of this paragraph.

(6) If the Company claims a credit in accordance with paragraph 4 of this Schedule, -

Nigeria shall cease to owe that amount to the Company under this paragraph with
effect from the time when, due to the credit, it pays a lesser amount of income tax than
it would otherwise have paid.

26.—(1) The Company shall, to the extent that it has not already done so in
accordance with paragraph 16 (1) of this Schedule, give notice in writing to the WAGP
Authority, andto the Tax Authority of Nigeria of the name and registered office of any
other WAGP Company carrying out WAGP-Activities within its jurisdiction.

1993 Mo, 102.

VAT returns
and refunds.

VAT
consolida-
tion.
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—
(2) The Company and all other WAGP Companies operating in Nigeria shall for
the purposes of VAT Consolidation, be deemed to be a single entity for the purposes
of calculating their liabilities to, and rights to a refund in respect of, VAT under this
Schedule and their other rights and obligations under this Part 3 of this Schedule.

(3) For all purposes of this Schedule, the business carried on by each of the
WAGP Companies that are members of the VAT Consolidation shall, with respect to
the VAT period in which a notice is given in accordance with sub-paragraph (1) of this
paragraph and each subsequent VAT period, be treated as carried on by the Company
and in particular—

(a) any supply of goods or services by any member of the VAT Consolidation to

another member of the VAT Consolidation shall be disregarded ;

(k) any other goods or services supplied by or to a member of the VAT
Consolidation shall be treated as supplied by or, as the case may be, to the
Company ; and

() any payments of VAT made by any member of the VAT Consolidation shall be
treated as a payment by the Company.

{4) The Company shall submit a VAT return and the Tax Authority of Nigeria
shall make payments to the Company in accordance with the bases and assumptions
set out in this Part of this Schedule.

Part IV—Custoss DuTes

27.—{(1) The non-WAGP Regime in respect of customs duties in Nigeria shall
apply subject to the provisions of this Part of this Schedule.

{(2) For the purposes of this Part, “customs duties” includes all customs and
excise duties, all import and export duties and all similar charges, fees, taxes, levies and
duties.

(3) In this Part, a reference to Nigeria includes a reference to any State Authority
having authority in relation to customs duties.

28.—(1) Any goods imported for use on the pipeline system shall be exempt
from customs duties ;

Provided that—

() the relevant goods are items of plant, equipment, machinery or other materials
to be used in the construction of the pipeline system and are listed or are to be part
of items listed on the exempt goods list ; and

(b) they have been certified under the certification system as qualifying for this
exemption.

(2) If subsequent to the importation of any asset without the payment of duty in
accordance with the application of sub-paragraph (1) of this paragraph, that asset is
utilised within any of the States other than for the purposes of the pipeline system,
then the amount of duty will become due from the WAGP Company concemed that
would have been due if the exemption had not been available on the initial importation.

w
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29. Each WAGP Company shall pay local or national clearance fees, registration
fees and any other fees in relation to the importation of capital assets.

30. No customs duties will be levied in respect of the import or export of natural
gas.

*

Part V—OmHER TAXES

31. No taxes on income or profits or gains or any other corporate income taxes
other than as described in Part H of this Schedule and no taxes on capital gains will be
payable by any WAGP Company in respect of WAGP Income or Income derived from
WAGP activities or income falling within paragraph 7 (1) (b) of Part 11 of this Schedule.

32. The Non-WAGP regime in respect of payroll taxes and national insurance or
social security contributions in respet of employees of any WAGP Company shall
apply to that WAGP Company.

33. Each WAGP Company shall be liable to pay administrative fees of general
application, but to the extent that administrative fees exceed an amount that is regular
and necessary for the services, materials or rights provided or granted them shall be
taxed.

34. Any gains arising from the sale of Securities as a consequence of the
exercise of the rights set out in clause 6 of the International Project Agreement, or the
proceeds of such sale, shall not be subject to taxation.

35.—(1) The WAGP Companies shall, in respect of WAGP activities, be liable to
taxes on income or profits or gains to VAT and to customs duties as set out in Parts II,
[I1 and [V of this Schedule, but not otherwise.

(2) Each WAGP Company shall be subject to all minor taxes within the Non-
WAGP regime but to the extent that the combined payments of all WAGP Companies
in respect of minor taxes to Nigeria and to any Tax Authority of Nigeria in a tax year in
aggregate exceeds in respect of WAGP Activities an amount equal to US$50,000
adjusted for inflation as set out in sub-paragraph (3) of this paragraph, the amount of
that excess shall be a debt owing by Nigeria to the Company.

(3) The amount of $50,000 shall be adjusted for inflation as follows, that is—
AA = £50,000 x Iy— lo
Where—

AA = The adjusted amount for the tax year in question.
Io = The average of the inflation index for the twelve calendar

months up to and including the 31st October prior to the
calendar year in which FID occurs.
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[y = The average of the inflation index for the twelve calendar
months up to and including the 3 1st October prior to the
calendar year for which the calculation is being made.

(4) Where the Company considers that in a tax year, it or any other WAGP
Company has paid in Nigeria in a tax year, minor taxes in excess of the adjusted amount
determined in accordance with sub-paragraphs (2) and (3) of this paragraph the Company
shall submit to Nigeria, with a copy to the WAGP Authority, a statement specifying all
minor taxes paid during the tax year and its calculation of the amount of the excess.

(5) Nigeria shall, within 30 days of the submission of such return reimburse the
Company, in the currency or currencies in which the Company or other WAGP Company
concerned made the payments, an amount equal to the amount due from Nigeria under
sub-paragraphs (2) and (3) of this paragraph.

(6) Any amount not reimbursed to the Company concerned within 30 days of
submission of such return by the Company shall bear interest at the applicable rate
from that date until the date of actual payment.

(7) Where Nigeria fails to refund an amount due in respect of such a period of
account, following the Company having made all reasonable efforts to recover that
amount from Nigeria, the Company may claim a credit in respect of that payment due in
the calculation of income tax payable in Nigeria by the Company, in accordance with
paragraph 4 (3) in Part I1 of this Schedule.

(8) If the Company claims a credit in accordance with this Act, Nigeria shall
cease to owe that amount to the Cnmpany under this Paragraph with effect from the
time when, due to the credit, it pays a lesser amount of income tax than it would
otherwise have pas,d

Part W—IP_ENALTIH

36—(1) The Tax.ﬁuthority of Nigeria may impose penalties on the Company in
accordance with this Part of this Schedule but may not otherwise i l[l'lpOSE penalties on
the Cmnpm:r or any WAGP Company.

(2) The Tax Amhmty of Nigeria may impaose in acmrdance with this Part V1 a

‘fixed penalty payable by the Company to such Tax Authority if the Company fails to

submit a return by the filing date for that refurn. .
(3) The fixed penalty payable under paragraph 6 (2) will be—
(@) US $400, if the return is submitted within three months after the filing date ; or

(&) US $800, if the return is submitted later than three mﬂnths after the filing date
but within 12 months after the filing date.

(4) The Tax Authority of ngena may impose in accordance with this Part VI a
further penalty payable by the Company to such Tax Authority in addition to a fixed
penalty if the Company fails to submit a return m'l:hm meive months after the filing
date for that retumn.

(5) The further penalty imposed by the Tax Authority shall be 20 per cent of the
unpaid income tax being the amount of the Income tax liability of the Company in

-
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Nigeria for the tax ; year concerned less the sum of the installments paid pursuant to
paragraph 19 (2) for the tax year to which a return relates,

(6) The further penalty payable pursuant to sub-paragraph (5) of this pamgraph
shall be calculated by reference to the assessment of Nigeria under sub-paragraph (8),
(9) or (11) 10 (14) of paragraph 15 of this Schedule, and shall subject to adjustment if the
amount of such assessment is adjusted or altered whether under sub-paragraphs [4]
(5) or (6) or paragraph 17 ofthis Schedule, or otherwise.

37.—{(1) The Tax Authority of Nigeria may impose in accordance with Part VI,a  Delivery of
penalty payable by the Company to such Tax Authority if the Company knowingly  an incorrect

and with an intention to deceive such Tax Authority— sezieid
(a) submits a return that contains material errors or omissions ; or income tax.

(b) submits incorrect company accounts with any return that contains material
EITOrs or omissions.

(2) Where the Company discovers that there has been a material error or omission
in a return or any company accounts submitted to the Tax Authority of Nigeria that
was not included knowingly and with an intention to deceive such Tax Authority, the
Tax Authority of Nigeria may impose in accordance with this Part VI a penalty unless
the Company remedies the error or omission within a reasonable period.

(3) Where the Company discovers that there has been a material error or omission
in a return or any company accounts submitted to the Tax Authority of Nigeria whether
or not knowingly and with an intention to deceive and the error or omission is notified
by the Company to such Tax Authority before such Tax Authority issues a notice
under paragraph 40 (1) below in respect of that error then the Tax Authority of Nigeria
may not impose a penalty and any subsequent notice under paragraph 40 (1) by such
Tax Authority in respect of that error shall be invalid.

(4) The amount of a tax-related penalty payable by the Company under this
paragraph shall not exceed the amount by which the amount of the liability of the
Company to income tax in Nigeria for the tax year to which the return relates and
according to the return including the material error or omission by tHe Company is less
than the amount of the liability of the Company to income tax in Nigeria for the tax year
to which the return relates and would have been pa}'able if the return had not contained
the error or omission concemed.

38.—(1) The Company shall keep and preserve records necessary for the  Failure to
completion of each return in accordance with paragraph 15 (5) and (6) of this Schedule,  keep records.

(2) Ifthe Company fails to comply with sub-paragraph (1) of this paragraph, the
Tax Authority of Nigeria may impose on the Company a penalty not exceeding US
$10,000.

39.—{(1) The Tax Authority of Nigeria may impose in accordance with this Part,  Failure to
a fixed penalty payable by the Company to such Tax Authority if the Company failsto ~ Submit 3
submit a VAT return on or before the due date for that VAT retum. o
VAT.
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(2) The fixed VAT penalty payable under this Schedule shall be—

(@) US $250, if the VAT return concemed is submitted within 30 days after the
due date for that VAT return under Part 3 of this Schedule ; and

(&) US $500, in any other case.

40.—(1) In order to impose a fixed penalty, a further penalty or a tax related
penalty on the Company in accordance with the provisions of this Part, the Tax Authority
of Nigeria shall serve a notice in writing on the Company within 6 years of the filing
date for the return to which the penalty relates.

(2) In order to impose a fixed VAT penalty on the Company in accordance with
the provisions of this Part of this Schedule, the Tax Authority of Nigeria shall serve a
notice in writing on the Company within 3 months of the due date for the VAT return
concerned under paragraph 25 (2) of this Schedule.

(3) Where the Tax Authority of Nigeria serves a notice upon the Company, it
shall specify the grounds for imposing the penalty, the amount of the penalty and the
date which shall not be less than thirty days after the date on which the notice is
received by the Company on which, in the absence of any appeal, the Company is to
make payment of the penalty.

PART VII—APPEALS

41. Subject to the right to appeal to the WAGP Tribunal as set out below, the :

Fiscal Review Board shall have exclusive jurisdiction to hear applications filed by any
applicable person for review of a decision or action or inaction of Nigeria, the Tax
Authority of Nigeria, any other State Authority or the WAGP Authority in relation to
the application of the agreed fiscal regime (including NonWAGP Regime matters which
are modified by the implementation of the Agreed Fiscal Regime), including the specific
applications set out in this Part.

. 42.—(1) Any WAGP Company or any other applicable person who is aggrieved
or dissatisfied by a decision or action or inaction of Nigeria, the Tax Authority of
Nigeria, any other State Authority or the WAGP Authority in relation to the application
of the fiscal laws, may apply to the Fiscal Review Board, and beyond it to the WAGP
Tribunal as set dut in this Part, for a review of or to appeal that decision or action or
inaction or for a direction to Nigeria, the Tax Authority of Nigeria, other State Authority

or WAGP Authority in respect of such matter, in accordance with this Part.

(2) The right -of appeal or review under this Part shall extend to all matters
covered by the Agreed Fiscal Regime, including NonWAGP Regime matters which are
modified by the implementation of the agreed fiscal regime.

- (3) Nigeria or a State Authority which is aggrieved or dissatisfied by a decision
of the Fiscal Review Board may appeal the decision of the Fiscal Review Board in
accordance with this Part but where the matter being appealed is a matter arising under
Part I1 of this Schedule (other than an appeal in relation to the application of paragraph
4 or in respect of matters covered in paragraphs 21 and 23 of this Schedule), then an
appeal shall lie only if all States or the equivalent State Authority in all States joins in

the appeal. ;

-
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43.—(1) Any applicable person who is dissatisfied with— . Income Tax.
(@) any Assessment or any amended or altered assessment issued By the Tax

Authority of Nigeria ; or
(b) the failure of Nigeria to issue an amended assessment following the

submission of amended returns in accordance with Part II of this Schedule,

may appeal to the Fiscal Review Board by written notice to the WAGP huﬂmﬂty,
copied to the Tax Authority of Migeria.

(2) Any applicable person who is dissatisfied with any imposition of a withholding
or deduction contrary to paragraph 21 of this Schedule or the failure of Nigeria to treat
any withholding in accordance with paragraph 21 (6) of this Schedule, may appeal to
the Fiscal Review Board by notice in writing to the WAGP Authority, copied to the Tax
Authority of Nigeria.

(3) The notice required to be given under this paragraph, shall be given—

{a) in the case of sub-paragraph (1) (@) of this paragraph, within 30 days of
the date on which the assessment, amended assessment or altered assessment
i5 issued ; or

(£} in the case of sub-paragraph (1) (&) of this paragraph, within 135 days of
the submission of the amended returns as referred to in paragraph 17 (4) of this
Schedule ; or

(¢) in the case of sub-paragraph (2) of this paragraph, within 30 days of the date
on which the Tax Authority of Nigeria seeks to impose the withholding or deduction
or the date on which Migeria fails to treat the mthholdmg in accordance with Part I
of this Schedule. ..

44.—(1) Ifany applicaﬁilé person is dissatisfied ml:h—— : ; Appeals with
(a) any refund of VAT by ngena ora State Al:ﬂmnt}r mciudmg as to the amount ﬁ‘,}m 5
of any interest due ;
(b) any refusal by Nigeria or a State Authority to make a repayment of VAT
|m:]udmg as to the amount of any interest due ;
(c) any requirement of ngena or-a. State ﬁm.honty that VAT be pnld of
. gharged ; or.

(d)any refusal in whole or in part by Nigeria or a State Authority to allﬂwa credit
for Tax in respect of VAT paid and not refunded,

may appeal to the Fiscal Review Board by written notice to the WAGP Authority,
copied to the Tax Authority of Nigeria and to any other State Authority involved. -

(2) Such notice mentioned in sub-paragraph (1) of this paragraph must be given
within 60 days of the matl:ers g,wmg nse to thr dissa.tlsfactmn of i:he appllr.ahie person
:;ame to its aﬂmmdn

- 45 —(1) If any apphcable person is. ‘dissatisfied mth any unpasmnn of any Custems’
customs duties pursuant to Part [V of this Schedule by Nigeria, may appeal to the duties.
Fiscal Review Board by written notice to the WAGF Authority, copied to the Tax
Authority of Nigeria.
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(2) Such notice must be given within 60 ' days of the date ot:l which the maiters
giving rise to the dissatisfaction of the applicable person came to its attention.

46.—(1) If any applicable person is dissatisfied with any imposition of any Tax
by Nigeria or a State Authority contrary to the provisions of the fiscal laws or by the
failure of Migeria or a State Authority or the WAGP Authority to comply with the fiscal
laws or to correctly apply the NonWAGFP regime as modified by the implementation of
the agreed fiscal regime, it may appeal to the Fiscal Review Board by written notice to
the WAGP Authority, copied to the Tax Authority of Nigeria and any other relevant
State Authority.

(2) The notice mentioned in sub-paragraph (1) of this paragraph shall be given
within 90 days of the date on which Nigeria seeks to impose the Tax concerned or the
final decision of Nigeria or the State Authority which gives rise to the dissatisfaction.

47.—(1) If any applicable person is dissatisfied with any imposition of any
penalty under Part VI of this Schedule for any demand for interest by the Tax Authority
of Nigeria under paragraph 20 (2) of this Schedule or any refusal of the Tax Authority
of Nigeria or Nigeria to pay interest pursuant to paragraph 20 (2) of this Schedule, it
may appeal to the Fiscal Review Board by written notice to the WAGP Authority,
copied to the Tax Authority of Nigeria.

(2) The notice mentioned in sub-paragraph (1) of this paragraph shall be given
within 30 days of the date on which the Tax Authority of Nigeria seeks to impose the
penalty or the interest or the date on which the interest was due and payable by such
Tax Authority. ;

48.—(1) The Fiscal Review Board shall conclude, on the basis of the information
and evidence submitted to it, what the correct amount of Tax due from, or repayment of
Tax due to, the applicable person should be, being satisfied on the balance of
probabilities. A decision of the Fiscal Review Board shall constitute an administrative
decision of the Tax Authority of Nigeria. '

(2) The decisions of the Fiscal Review Board shall be binding on the partiesto its
proceedings, shall be recognised as final, effective and immediately enforceable as of
their notification within the domestic legal and fiscal systems of Nigeria and as against
any State Authorities of Nigeria (to the extent Nigeria was a party to or regularly joined
in the proceedings), subject to the parties’ right to appeal to the WAGP Tribunal as set
out below.

49. The WAGP Tribunal shall have exclusive jurisdiction to hear and determine
the appeals and applications provided for it in this Schedule.

50.—(1) Any party in proceedings before the Fiscal Review Board may, apply to
the WAGP Tribunal if they are dissatisfied with the findings of the Fiscal Review
Board so far as that finding is a finding of law, but shall not be so entitled if that finding
is a finding of fact. :
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(2) Whether a finding is a finding of law or of fact shall be the decision of the
Fiscal Review Board acting reasonably and in good faith and taking into account the
submissions of each party. '

(3) Any such decision may be appealed against to the WAGP Tribunal by any of
the parties before the Fiscal Review Board.

(4) Nigeria may also bring an application to the WAGP Tribunal in accordance

~ with paragraph 4 (6) of this Schedule.

51.—{1) The WAGP Tribunal shall conclude, on the basis of the information and
findings of fact submitted to them, what the correct amount of tax due from or repayment
of tax due to, the applicable person should be being satisfied on the balance of
probabilities. .

(2) The WAGP Tribunal shall reach its determination fairly, in accordance with
the facts, the governing law and all relevant agreements including, for the avoidance
of doubt, the International Project Agreement and if the WAGP Tribunal is unable to
agree unanimously on its decision, a majority decision shall apply and shall be binding
on the parties.

(3) The decisions of the WAGP Tribunal shall be binding on the parties to its
proceedings, and shall be recognised as final, effective and immediately enforceable
as of their notification within the domestic legal and fiscal systems of Nigeria and as
against any State Authorities of Nigeria (to the extent Nigeria was a party to or regularly
joined in the proceedings). ™

52. The procedures for the conduct of appeals or applications to the Fiscal
Review Board or the WAGP Tribunal shall be as set out in the WAGP Treaty and the

Rules of Procedure.

53.—{ 1) Where an applicable person is appealing a liability to tax only in part, it
shall make payment in respect of the part of the liability to tax that is not disputed and
such payment shall be taken into account by the Fiscal Review Board or WAGP
Tribunal, as the case may be, in assessing the amount of any liability to tax and
interest, if any, due under sub-paragraphs (5) to (7) of this paragraph following its
judgment.

(2) In the conduct of an appeal, no party to the appeal shall be obliged to
disclose any document which it reasonably considers contains legal advice provided
by a legal adviser including for the avoidance of doubt, any legal adviser employed as
such by such party in respect of the appeal or otherwise and shall be entitled to
disclose parts only of documents where part of such document is relevant to the
appeal but parts are not, or parts contain legal advice that the party concerned shall
not be obliged to disclose, and parts do not.

(3) The parties to proceedings before the Fiscal Review Board or WAGP Tribunal
shall be free to settle the appeal by agreement of all such parties on such terms as they
see fit at any time, including during the hearing, in which case the appeal and the
hearing shall, to the extent of the settlement, come to an end and no further appeal shall
be available.
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Process.

Procedures.
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(4) Any agreement made pursuant to sub-paragraph (3) of this paragraph shall
not be effective unless it is made in writing signed by the appropriate representative of
all the parties to the proceedings. !

(5) The Fiscal Review Board and the WAGP Tribunal may in reaching its
judgment, grant to a party or parties to the hearing a right to receive from the other
party or parties a payment in respect of the costs of the first party or parties.

(6) The Fiscal Review Board and the WAGP Tribunal may also order that Interest
is payable at a rate not exceeding the Applicable Rate for any period it considers to be
reasonable.

(7} Any amount of costs or interest under this paragraph 53 of this Schedule
received by a party to such a proceeding shall not be taxable in the hands of that party
and no payment by a party of an amount awarded under this paragraph shall be
deductible as an allowable expense.

- ,l"'
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SECOND SCHEDULE

Section 21
SuRIECT MATTER OF THE WAGP REGULATIONS

1. The WAGP Regulations shall—

(a) be consistent with the International Project Agreement ;

(b) adopt the Agreed Design Standards as defined in the International Project
Agreement ;

(¢) accord with internationally acceptable industry standards ; and

(d) aecord with recognised good practice applicable to high pressure natural gas
pipelines.

2. The WAGP Regulations shall not govern the environmental standards which
shall be applied to the pipeline system and implemented in the construction and
operation of the pipeline system, or the procedures for obtaining environmental
approvals, which standards and procedures shall remain the subject matter of the
prevailing environmental legislation applying in each State.

3. The WAGP Regulations shall include without limitation, regulations addressing
the following matters—

(a) standards and procedures for the design and construction of the pipeline

system incorporating the Agreed Design Standards ;

(&) standards and procedures for the testing and commissioning of the pipeline
system incorporating the Agreed Design Standards ;

(c) standards and procedures for the operation and maintenance of the pipeline
system including for the repair, testing and checking of the pipeline system, for
internal and external corrosion, incorporating the Agreed Design Standards ;

(d) standards of and procedures for measurement to be used in the pipeline
system ;

() health and safety requirements and practices for the pipeline system ;

(f) environmental operating requirements. including handling of leaks and
discharges ;

{g) qualifications and experience required for operating personnel and
companies ;

(k) requirements for periodic reporting to the WAGP Authority ;

() rights of inspection to be granted to the WAGP Authority ;

(/) a regime providing for the imposition of penalties on the Company for certain
breaches of the WAGP Regulations in the operation of the pipeline system and for
continuing events of default by the Company under the International Project
Agreement ;

(k) procedures to deal with an emergency situation, including the circumstances
in which the Company may be required to suspend its operations for reason of risk
to health, safety or the environment ;
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() procedures for the termination or resumption of operation of the pipeline
system including procedures for abandonment ;

(m) to the extent not included in the Rules of Procedure, procedures for the
conduct of hearings of the WAGP Authority where appropriate, under the WAGP
Regulations ; and

(n) to the extent not included in the Rules of Procedure, procedures for review
by the Committee of Ministers and the Fiscal Review Board and appeals to the
WAGP Tribunal in accordance with the WAGP Treaty.

4. The WAGP Regulations shall provide for—

{a) all drawings, plans, designs and other technical documents made or prepared
by the Company for the purposes of the Project. and any plans for the fabrication or
construction of the pipeline system which have been approved by the Steering
Committee or its delegates prior to the establishment and empowerment of the
WAGP Auﬂmnty shall be deemed to have been duly apprmred by the WAGP
Auﬂmnt}r <

* (b)all actions, other than those identified in sub-paragraph (a) of this paragraph,
taken in accordance with the International Project Agreement or this Act by the
Steering Committee or its delegates prior to the establishment and empowerment of
the WAGP Awuthority which are functions of the WAGP Auﬁlunty 5ha[1 he deemed
to have been duly taken by the WAGP Authority ;

(¢) any drawings, plans, designs and other technical documents made or prepared
by the Company for the purposes of the Project, and any plans for the fabrication or

construction of the pipeline system, which have been approved by the WAGP

Authority or its delegates or deemed to. have been so approved byopemﬁur}'of
sub-paragraph (a) of this paragraph prior to the entry into force of the WAGP

‘Regulations, which are appmvals provided for in the WAGP Regulations, shall be

deemed to have heen apprmfed under the WAGP Regulanons upon their entry ifMto
force ; and

() all actions taken by the WAGP Authurfty 'or deemed to have been so taken
by operation of sub-paragraph 4 (5) of this paragraph prior ta the entry into force of
the WAGP Regulations, which are actions provided for in the WAGP Regulations,
shall be deemed to have been duly taken under the WAGP Regulations upon thelr
entry into force.

BT g e
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- ILecertify, in accordance with section 2 (1) of the Acts Authentication Act, Cap.
A2, the Laws of the Federation of Nigeria 2004, that this is a true copy of the Bill
passed by both Houses of the National Assembly. 3

NasmU [BRAHIM ARAR
Clerk to the National Assembly
20th Day of June, 2005

Expranatory MEMORANDIM

This Act provides for national legislation to implement the obligations of the
Federal Republic of Nigeria under the WAGP Treaty and the International Project
Agreement of the West African Gas Project involving the Federal Republic of Nigeria
and the Republics of Benin, Ghana and Tego.
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of Nigeria, 2004,

I ASSENT.

NASIRU [BRAHIM ARAB,
Clerk to the National Assembly
20th Day of June, 2005

CHIEF OLUSEGUN OBASANIO, GCFR
President of the Federal Republic af Nigeria
22nd Day of June, 2005



