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GOVERNMENT OF ZAMBIA
No. 10 of 2008
Date of Assent: 24th September, 2008

An Act to revise the law relating to the exploration for, and
the development and production of, petroleum in Zambia;
to provide for title to and control of petroleum in Zambia;
to provide for the continuation of the Petroleum
Committee and revise its functions; to provide for the
constitution of the Petroleum Technical Committee and
define its functions; to establish a Petroleum
Environmental Protection Fund; to provide for the
registration of the National Petroleum Company; to
establish the Petroleum Trust Fund; to repeal and replace
the Petroleum (Exploration and Production) Act, 1985;
and to provide for matters connected with or incidental to
the foregoing.

[26th September, 2008
ENACTED by the Parliament for Zambia Enactment

PART 1
PRELIMINARY

1. This Act may be cited as the Petroleum (Exploration and  Short title
Production) Act, 2008.

2. Inthis Act, unless the context otherwise requires— Interpretation

access agreement " means an agreement entered into
between the holder of a licence and an owner or occupier
of land over which the licence subsists, for the regulation
of exploration or development and production operations
authorised by the licence to be carried on upon the land:

“ block ” means a block constituted under section eight;
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“ body corporate ” means a company or a corporation;

i

commercial discovery ” means a discovery of petroleum
which can be exploited commercially in accordance with
good oil field practices in the international

petroleum industry;

“ Committee " means the Petroleum Committee continued by
Cap. 388 section eighty-seven;

“company " has the meaning assigned to it in the Companies
Act;

* condition ” includes any term, prohibition, limitation and
stipulation;

“ corporation " means a corporate body incorporated in or
outside Zambia;

“ crude oil " means petroleum which is in liquid state at the
well head or gas-oil separator or which is extracted from
natural gas, including any distillate or condensate;

“ development ” in relation to petroleum operations, means
the mapping, siting, construction, drilling, testing, and
commissioning of a production well;

“ development and production area " means an area of land,
constituted by a block or blocks, and which is subjecttoa
petroleum development and production licence;

“ development and production operations " means operations
for or in connection with the development or production of
petroleum;

“ Director " means the person appointed as Director under
section eighty-three;

“discovery block 7, in relation to an exploration area, means
a block in the exploration area in which a discovery of
petroleum is located;

* discovery of petroleum ” means a discovery of petroleum,
not previously known to have existed, recoverable at the
surface in a flow which can be measured by conventional
petroleum industry testing methods:

“ drilling ” means the perforation of the earth’s surface,
whether the hole is vertical, inclined or horizontal, and
includes all operations for preventing the collapse of the
sides of the hole or for preventing the hole from becoming
filled by extraneous materials (including water) and the
filling of wellheads, or coring or logging, and any operations
incidental thereto;
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“ environment ” has the meaning assigned to it in the
Environmental Protection and Pollution Control Act’ Cap. 204

“ environmental commitment plan ” means a plan to mitigate
the adverse impact of the exploration, development or
production operations on the environment;

“ exploration area " means an area of land, constituted by a
block or blocks, and which is subject to a petroleum
exploration licence;

e n

exploration operations " means operations for or in
connection with the exploration for petroleum;

“ Fund " means the Petroleum Environmental Protection Fund
referred to in section seventy;

“good oilfield practices ” means those practices related to
petroleum operations that are generally accepted by the
international petroleum industry as good., safe.
environmentally-friendly, economic and efficient in
exploring for and producing petroleum;

“ holder ™, in relation to a licence, means the person to whom
a petroleum exploration or a petroleum development and
production licence is granted and, where a licence is granted
to a person jointly with others, means every one of the
persons to whom the licence is jointly granted, and includes
every person to whom the licence or an interest therein is
lawfully transferred;

“licence” means a petroleum exploration licence or a petroleum
development and production licence;

* licensee ™ means the holder of a licence;

“ person " includes a partnership;

“ petroleum ” means any naturally occurring
(a) hydrocarbon;
(b) mixture of hydrocarbons; or

(¢) mixture of one or more hydrocarbons and any
other substance;

whether in a gaseous, liquid or solid form, and includes any
petroleum which has been returned to a natural reservoir,
but does not include coal;

“ petroleum operations ” means the operations related to the
exploration, development, extraction and production of
petroleum;
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Cap. 440

Application

Act No. 7 of
2008

Title to
petroleum

** petroleum reservoir ” means a naturally occurring discrete
accumulation of petroleum in any form;

*“ prescribed " means prescribed by regulations made by the
Minister;
“production ” in relation to petroleum operations means the

recovery of petroleum from its natural /nsitu source up to
the well head;

“ production well " means the infrastructure required for the
recovery of petroleum from the natural resource up to the
well head;

repealed Act” means the Petroleum (Exploration and
Production) Act;

resettlement plan " means a plan that outlines the actions to

be undertaken by a holder of a licence in order to
compensate and resettle persons displaced by petroleum
operations;

i

Technical Committee " means the Petroleum Technical
Committee constituted by section ninety-one;

(3

Trust Fund " means.the Petroleum Trust Fund referred to in
section one hundred and one; and

“well " means a hole made by drilling in land of the subsoil of
land in connection with exploration or development
operations, but does not include a seismic shot hole.

3. (1) This Act applies to the exploration for, exploitation,
conservation and management of petroleum existing in its natural
condition in land in Zambia.

(2) A right to search for or mine any mineral, as defined in
section fwo of the Mines and Minerals Development Act, 2008,
shall not be granted or exercised under this Act.

4. (1) The entire property in and control over petroleum and
accompanying substances, in whatever physical state, located in
any land in Zambia is hereby vested exclusively in the President on
behalf of the State.

(2) Notwithstanding the provisions of subsection (1), a licence
issued under this Act may provide for a person to acquire property
in, title to or control over any petroleum within the Republic.

(3) The provisions of subsections (1) and (2) shall have effect
notwithstanding any rights which any other person may possess in
or over the soil on or under which petroleum is discovered.
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PART 11
Ricuts 10 ConpucT PETROLEUM OPERATIONS

5. The State may carry out petroleum operations either on its  State may

own or in joint venture with a holder of a petroleum exploration ;‘;{‘g‘;‘f‘am
- . - . +

licence or a petroleum development and production licence issued  operations

under this Act.

6. (1) A person shall not search for in, or get from, any land in Plgohibithipn
Zambia petroleum except— ?Orsgzrirgc et}t?[%g
petroleum
without

licence

(a) under and in accordance with a licence granted by the
Minister under this Act; or

(b) subject to subsection (2) of section one hundred and
four under and in accordance with a contract entered
into under the repealed Act before the commencement
of this Act.

(2) Any person who contravenes subsection (1) commits an
offence and is liable on conviction—

(a) in the case of an individual, to a fine not exceeding five
hundred thousand penalty units or to imprisonment for a
term not exceeding ten years, or to both; or

(b) in the case of a body corporate, to a fine not exceeding
seven hundred thousand penalty units.

7. (1) A licence shall not be granted to any person except in  Certain
H lat 3 persons
accordance with the provisions of this Act. Dequalified
from holding
licence

(2) A licence shall not be granted to, or held by—
(a) an individual who—
(i) is under the age of eighteen years;

(ii) is or becomes an undischarged bankrupt, having been
adjudged or otherwise declared bankrupt under any
written law, or enters into any agreement or scheme
of composition with creditors, or takes advantage of
any legal process for the relief of bankrupt or
insolvent debtors; or

(iii) has been convicted, within the previous ten years, of
an offence involving fraud or dishonesty, or of any
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Cap. 388

Constitution
of blocks

Bids

offence under this Act or any other law within or
outside Zambia, and been sentenced therefor to
imprisonment without the option of a fine or to a fine
exceeding fifty thousand penalty units; or

(h) a company—
(i) which has not established an office in Zambia;

(i1) unless, in the case of a petroleum development and
production licence, the company is incorporated under
the Companies Act;

(iii) which is in liquidation, other than liquidation which forms
part of a scheme for the reconstruction of the
company or for its amalgamation with another
company: or

(iv) which has among its directors or sharcholders any
person who would be disqualified under paragraph

(a).

(2) A licence may be granted to two or more persons associated
together in any form of joint arrangement, if each one of them is
qualified to hold the licence under paragraph (a) of subsection (1).

(3) Where at any time, a licensee is constituted of two or more
persons, the obligations to be observed and performed by the licensee
under this Act shall be joint and several obligations, but without
prejudice to any right of contribution which may exist between all
or any of them.

8. (1) For the purposes of this Act, the territory of the Republic,
or parts of it, shall be divided into blocks, according to a grid system,
in-accordance with regulations prescribed by the Minister, with the
approval of the Committee.

(2) The Minister may reserve blocks to be exploited by the
Government.

9. (1) Subject to the other provisions of this Act, the Minister
may, by notice in the Gazefte and in two newspapers of general
circulation in the Republic, issue invitations for bids for the grant
of a petroleum exploration licence in respect of any block or blocks
specified in the notice.

(2) The notice referred to in subsection (1) shall include—

(a) a description of the blocks for which the bids are to be
solicited;
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(b the procedures and conditions relating to the submission
of the bids; and

(c) the period within which the bids shall be submitted.
(3) A bid submitted pursuant to subsection (1) shall include—

(a) full information regarding the bidder’s financial status,
technical competence and experience:

{b) a description of the area constituted by the blocks in respect
of which the bid is being made;

(¢} the proposed programme of exploration operations and
the estimated cost of the proposed exploration
operations; RIS AP

(d) the bidder's proposals with respect to the employment
and training of citizens of Zambia;

(e} the bidder's proposals for the promotion of local business

development:
() an environmental commitment plan; BRI
{g; a tax clearance certificate issued under the Income Tax

Act; and Cap. 323

{h) such further information as the Minister may, by statutory
P instrument, prescribe.

(4) The area described in a bid under this section shall be
constituted by blocks which —

fa) form a single area; and

(b} are such that each block in that area has a side in common
with at least one other block in that area.

(5) The Minister shall, within five days of the expiry of the period
referred to in paragraph {(c) of subsection (2), refer all the bids
submitted in accordance with this section to the Technical Committee
for evaluation.

(6} The Technical Committee shall consider the matters
referred to in paragraphs (a) to (h) of subsection (3} in evaluating
the bids.

(7) The Technical Committee shall, where a bid complies with
the requirements of this Act, recommend to the Committee that
the bidder with the best proposed programme be granted a petroleum
exploration licence in accordance with the provisions of this Act.
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PART III

PETROLEUM EXPLORATION LICENCES

Application for ~ 10. (1) A person whose bid under section nine is successful
petroleum may apply for a petroleum exploration licence to the Minister in the

?it;gizzmm prescribed form upon payment of the prescribed fee.
(2) An application under subsection (1) shall include such
information as the Minister may by statutory instrument, prescribe.
(3) The Minister shall, within five days of receiving—
(a) an application under subsection (1); or
(b) the information requested for under subsection (1) of
section eleven; forward the application to the Technical
Committee for consideration.
Power of 11. (1) The Minister may, before forwarding an application

Minister o referred to in subsection (1) of section fen to the Technical

obtain further  Committee, by notice served on an applicant for a petroleum

information : § A . : i :
exploration licence, direct the applicant to furnish to the Minister, in
writing, within such reasonable time as may be specified in the
notice—

(a) such further information relevant to the application as
may be specified in the notice; and

(b) if the applicant, or any of the applicants, is a body corporate,
such information as may be specified in the notice to
enable the Minister to ascertain to what extent the
controlling power, whether directly or indirectly, in the
direction of the affairs of the body corporate is vested
in a corporation, or an individual or individuals, resident
outside Zambia.

(2) Where an applicant for a petroleum exploration licence
fails to comply with the requirements of a notice served on the
applicant under subsection (1) within the period specified in the
notice, the application shall lapse.

Consideration 12. (1) The Technical Committee shall within thirty days of
of application  receiving an application forwarded to it under subsection (3) of
Zi;ﬁfr:glifm section fen, consider such application and may, within that period,
T cause such investigations to be made or such consultations to be

carried on as the Technical Committee may consider necessary to

assess whether or not the criteria in subsection (2) has been met.
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(2) The Technical Committee shall, in considering an
application made under section ten, take the following into account:

(a) that the applicant has, or has secured access to, adequate
financial resources, technical competence and
experience to carry on effective exploration operations;

(b) that the proposed programme of exploration operations is
adcquate and makes proper provision for envirenmental
protection;

(c) that the proposed exploration area is not the same as, nor

L does it overlap an existing exploration area; and

{d} if the applicant is a holder of another petroleum exploration
licence, the applicant has not contravened any condition
of the licence or any proviston of this Act.

(3) The Technical Committee shall after considering an
application under this section recomtend to the Committee—

{(a} the grant of a petroleum exploration licence where the
application meets the requirements of this Act; or

(b) the refusal to grant a petroleum exploration licence where
the application does not meet the requirements of this
Act.

13. (1) The Minister shall, with the approval of the Grant of
Committee, grant a petroleum exploration licence to the applicant  petroleum

where the application meets the requirements of this Act. Tiizrlliimion

(2) A petroleum exploration licence shall be in such form as
the Minister may determine and shall—

{a) state the terms and conditions on which it is granted;
(b) identify the block to which the licence relates;
fc) include a description of the exploration area; and !

(i state the date on which, and the pericd for which, it is
granted.

(3)  There shall be attached to a petroleum exploration licence
the programme of exploration operations as approved by the Minister.
which shall form part of the conditions of the licence.

(4) There may be included in an petroleumexploration licence
acondition requiring the applicant to agree to the State or a person
neminated on its behalf, on such terms as may be agreed, acquiring
or having an interest in any venture to explore for petroleum in any
block in the exploration area.

A L L P Y
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(5) The Minister may specify in a petroleum exploration licence
a period not exceeding six months from the date of the grant of the
licence as the period to enable the applicant to make any necessary
preparations to carry on exploration operations.

14. (1) The Minister shall not grant a petroleum exploration licence
to an applicant where—

(a) the applicant is disqualified from holding a petroleum
exploration licence under section seven;

(b) the applicant is the holder of another exploration licence
and is in breach of any condition of that licence or any
provision of this Act; or

(c) the block for which the applicant has made the application,
or a part of it, is compromised in a licence already
granted.

(2) The Minister shall, where the Minister rejects an application
under subsection (1), inform the applicant of the rejection and give
the reasons therefor.

15. (1) Subject to the other provisions of this Act, a petroleum
exploration licence shall be valid for a period of four years.

(2) A petroleum exploration licence may, on its expiry, be
renewed for two further periods not exceeding three years each

16. Subject to the provisions of this Act and to the conditions
specified in the licence, a petroleum exploration licence confers on
the holder of the licence exclusive rights to explore for petroleum
in the exploration area and to carry on such operations and execute
such works as are necessary for that purpose.

17. (1) A holder of a petroleum exploration licence shall—

(a) commence exploration operations within ninety days, or
such further period as the Minister may allow, from the
date of the grant of the licence;

(b) give notice to the Minister of the discovery of any
petroleum of possible commercial value within thirty
days of the discovery;

(c) expend on exploration operations not less than the amount
prescribed or required by the terms and conditions of
the exploration licence to be so expended;
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(d) carry on exploration operations in accordance with the
programme of exploration operations;

(e) notify the Minister of the discovery of any minerals in the
exploration area within a period of thirty days of such
discovery;

(f) backfill or otherwise make safe any excavation made
during the course of the exploration operations, as the
Minister may specify;

(¢) permanently preserve or otherwise make safe any borehole
in the manner directed by the Minister and surrender to
Government, without compensation, the boreholes and
any water rights in respect therefor on termination;

(h) unless the Minister otherwise stipulates, remove, within
sixty days of the expiry or termination of the exploration
licence, any camp, temporary buildings or machinery
erected or installed and repair or otherwise make good
any damage to the surface of the ground occasioned by
the removal, in the manner specified by the Minister;

(i)keep and preserve such records as the Minister may
p p
prescribe, relating to the protection of the environment;
and

(j) submit to the Minister quarterly reports containing the
information required under the licence and the Act.

(2) Aholder of a petroleum exploration licence shall keep full
and accurate records at the holder’s office, of the exploration
operations which shall indicate—

(a) the wells drilled;

(b) the strata penetrated, with detailed logs of such strata;
(¢c) the minerals and petroleum, if any. discovered;

(d) the number of persons employed;

(e) the costs incurred; and

(f) such other matters as may be prescribed by the Minister
by statutory instrument;

and shall furnish, at least once in every three months, digital
and hard copies of the records to the Minister.
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Discovery of
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exploration
area to be
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(3) A person who—

(a) fails to keep any record or information required to be kept
under subsection (2);

(b) fails to supply any record or petroleum samples to the
Minister; or
(c) supplies any false or misleading record or information;

commits an offence and is liable, upon conviction, to a fine not
exceeding two hundred thousana penalty units or to imprisonment
for a period not exceeding two years, or to both.

(4) Where the holder of a petroleum exploration licence fails
to carry out any part of the requirement with respect to work and
expenditure stipulated in the petroleum exploration licence, or of
each programme submitted by the holder pursuant to subsection
(5), without prejudice to any other right which may be invoked by
the Minister in respect of that failure, the relevant provision of the
licence, if any, shall apply for the purpose of determining the
liquidated damages payable to the State by the licensee on account
of such failure.

(5) The requirement in subsectior (4) with respect to an
adequate programme with respect to work and expenditure shall
be deemed to have been met in any case where the programme
submitted pursuant to that subsection is consistent with the
requirements, if any, with respect to work and expenditure contained
in a petroleum exploration licence.

18. (1) Where, in the course of exercising the holder's rights
under a petroleum exploration licence, the holaer of the exploration
licence discovers minerals, the holder shall, within thirty days
immediately following such discovery, notify the Minister thereof
in writing.

(2) Any person who contravenes the provisions of subsection (1)

commits an offence and is liable, upon conviction—

(a) in the case of an individual, to a fine not exceeding five
hundred thousand penalty units or to imprisonment for a
term not exceeding ten years, or to both; or

(b) in the case of a body corporate, to a fine not exceeding
one million penalty units.
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19. (1) A holder of a petroleum exploration licence shall apply
to the Minister, where the holder intends to make any amendments
to the programme of exploration operations in the prescribed manner
and form.

(2) The Minister shall, upon receipt of an application under
subsection (1), forward it to the Technical Committee for
consideration.

(2) The Minister may, with the approval ofthe Committee—

(a) approve the proposed amendments with or without any
modifications and on such terms and conditions as the
Committee may determine; or

(b) reject the proposed amendments and give the applicant
the reasons therefor.

20. (1) The holder of a petroleum exploration licence may at
any time when the licence is in force, by giving notice to the Minister
of not less than three months of the holder's intention to do so,
relinquish any block or blocks in the exploration area identified in
the notice.

(2) Any relinquishment under subsection (1) shall not relieve
the holder of a petroleum exploration licence of any obligation
incurred by the holder in respect of the area relinquished prior to
the date of the relinquishment.

(3) Subject to the petroleum exploration licence referred to in
subsection (1), any block or blocks relinquished under subsection
(1) shall, unless the Minister otherwise directs, be such as to ensure
that the remaining exploration area constitutes a continuous area.

(4) Where any block or blocks are relinquished under subsection
(1), the exploration licence concerned shall cease to have effect
from the date of the relinquishment with respect to that block or
blocks.

21. (1) Subject to subsections (2) and (3), a petroleum
exploration licence or any interest therein or any controlling interest
in the holder thereof may be transferred to any other person.

(2) Aholder of a petroleum exploration licence who intends to
transfer the petroleum exploration licence or any interest therein
shall notify the Minister not less than thirty days before the intended
transfer.

Amendment
of programme
ofexploration
operations

Relinquishment
of exploration
area

Transfer of
petroleum
exploration
licence



194 No.10 of 2008] Petroleum (Exploration and Production)

(3) A holder of a petroleum exploration licence shall, in the
notification referred to under subsection (2), give to the Minister
such details of the transferee as would be required in the case of
an application for a petroleum exploration licence under section
ten.

(4) Where the Minister is satisfied that the transferee is not
disqualified under any provision of this Act from holding a petroleum
exploration licence, the Minister shall, with the approval of the
Committee, authorise the transfer of the exploration licence or an
interest therein and notify the applicant accordingly.

(5) Upon the transfer of a petroleum exploration licence, the
transferee shall assume and be responsible for all the rights, liabilities
and duties of the transferor under the petroleum exploration licence
for the unexpired period of the licence.

(6) Any transaction purporting to transfer a petroleum exploration
licence in contravention of this section is void.

Renewal of 22. (1) A holder of a petroleum exploration licence may, not

petroleum later than three months before the expiry of the petroleum exploration

‘]"i’;l;’il‘:reation licence, and not more than twice, apply to the Minister for the
renewal of the licence in respect of any block in the exploration
area upon payment of the prescribed fee.

(2) Anapplication under this section shall be in the prescribed
manner and form and—

(a) shall be accompanied by—

(i) particulars of the work carried out and the amount
expended in respect of the exploration area during
the term of the licence, or, where the application is
for a second renewal of the licence, during the period
of the previous renewal, up to and including the date
of the application; and

(i) adequate proposals concerning the work to be carried
out and the minimum amount to be expended during
the period of the renewal for which application is
made; and

(b) may set out any other matter which the applicant may
wish the Minister to consider.

(3) The Minister shall, within five days of receiving an
application for the renewal of a petroleum exploration licence under
subsection (1), forward it to the Technical Committee for
consideration.
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(4) The Technical Committee shall, within thirty days of
receiving an application forwarded to it under subsection (3),
consider the application and recommend to the Committee the
renewal of the petroleum exploration licence where the holder of
the licence—

(a) is applying for the renewal of the licence for the first or
second time;

(b) is not in breach of any condition of the licence or any
provision of this Act;

(¢) undertakes to carry out during the renewal period an
adequate programme of exploration operations; and

(d) relinquishes at least fifty per centum of the initial
exploration area on the first renewal and at least fifty
per centum of the balance on the second renewal.

(5) The Minister shall, with the approval of the Committee,
renew a petroleum exploration licence, not more than twice, for
such period not exceeding three years where the holder of the
licence satisfies the requirements of paragraphs (a) to (d) of
subsection (4).

(5) The Minister may, where the Minister considers it
necessary for the completion of a feasibility study commenced by
a holder of a petroleum exploration licence into the prospects for
recovery of any petroleum and its commercial significance, renew
the exploration licence for such further period as the Minister may,
with the approval of the Committee, determine.

23. (1) Subject to subsection (2), the Minister shall, with the
approval of the Committee, refuse to grant a renewal of a petroleum
exploration licence—

(a) where the applicant has applied for and been granted a
renewal of the petroleum exploration licence twice
before;

(b) where the applicant is in breach of any condition of the
licence or any provision of this Act, unless, the Minister
considers that special circumstances exist which justify
the granting of the renewal, notwithstanding the breach:
or

(c) where the proposals accompanying the application pursuant
to subparagraph (ii) of paragraph (a) of subsection (2)
of section twenty-two in respect of work and expenditure
during the renewal period are not adequate.
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(2) The Minister shall not refuse to grant a renewal of a
petroleum exploration licence on application being duly made under
section twenty-two—

(a) before giving to the applicant notice in writing of the
Minister's intention to do so, such notice to state
particulars of the grounds for the intended refusal and
the date before which the applicant may take remedial
action or make representations in relation to such
grounds; and

(b) where the applicant has, before the date specified in a
notice under paragraph (a), remedied the breach or, by
notice in writing to the Minister, made representations
which, in the opinion of the Minister, remove the grounds
for the intended refusal.

(3) Where an application for a renewal of a petroleum
exploration licence has been duly made and the licence expires
before the Minister grants or refuses to grant a renewal thereof
the licence shall be deemed to continue in force until the Minister
grants or refuses to grant a renewal of the licence, except where
the licence is cancelled under this Act or the application for a
renewal is withdrawn.

24. (1) The Minister may, by notice served on the holder of a
petroleum exploration licence, give to the holder any direction,
consistent with good oilfield practices, as to any matter and any
such direction shall be complied with within the time specified in
the notice or, where the time within which the direction shall be
complied with is not specified in the notice, with all convenient
speed and as often as the occasion for such compliance arises.

(2) Where aholder of a petroleum exploration licence fails or
neglects to comply with a direction given under subsection (1), the
Minister may cause to be done all or any of the things required by
the direction to be done, and the costs and expenses incurred in
doing so shall be recoverable by the Minister in the same manner
as revenues due to the State may be recovered.
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PART IV
DiscovERY OF PETROLEUM IN EXPLORATION AREA

25. (1) Where petroleum is discovered in an exploration area,

the holder of the petroleum exploration licence in respect of the
area shall—

(a) forthwith notify the Minister of the discovery; and

(b) within a period of thirty days after the date of the discovery,
furnish to the Minister particulars in writing of the
discovery.

(2) Any person who contravenes the provisions of subsection
(1) commits an offence and is liable, upon conviction—

(a) in the case of an individual, to a fine not exceeding five
hundred thousand penalty units or to imprisonment for a
term not exceeding ten years, or to both; or

(b) in the case of a body corporate, to a fine not exceeding
one million penalty units.

26. (1) On receipt of the information required under section
twenty-five, the Minister shall, by notice in writing served on the
holder of the petroleum exploration licence for the exploration area
concerned, direct the holder to furnish to the Minister in writing,
within such reasonable period as may be specified in the notice,
particulars of the following:

fa) the chemical composition and physical properties of the
petroleum;

(b) the nature of the subsoil in which the petroleum occurs
and the depth of the discovery;

(c) the quantity of petroleum in the petroleum reservoir to
which the discovery relates, or if part only of that
petroleum reservoir is within the exploration area, in that
part of the reservoir which is within the exploration area;
and

(d) any other matters relating to the discovery that are specified
in the notice. :

(2) The holder of a petroleum exploration licence referred to
in subsection (1) shall, upon receipt of the direction given under
that subsection, run tests in respect of the discovery and thereafter,
by notice in writing, furnish to the Minister evaluated test results in
respect of the discovery stating that the discovery is or, as the case
may be, is not, in the opinion of the holder, a commercial discovery.

(3) Where a holder of a petroleum exploration licence referred
to in subsection (1) fails or neglects to comply with the direction
given by the Minister under subsection (1) within the period specified
in the notice, the Minister shall—

(a) by notice in writing to the holder cancel the petroleum
exploration licence concerned: and

Discovery of
petroleum to
be notified

Directions of
Minister on
discovery of
petroleum



198 No. 10 of 2008] Petroleum (Exploration and Production)

Commercial
discovery

Non-
commercial
discovery

(b) cause to be done all or any of the things required by the
direction to be done, and the costs and expenses incurred
in doing so shall be recoverable by the Minister in the
same manner as revenues due to the State may be
recovered.

27. (1) Where a notice served under subsection (2) of section
twenty-six states that the discovery of petroleum in an exploration
area is, in the opinion of the holder of the petroleum exploration

licence, acommercial discovery, the holder may, unless the licence
is sooner determined by surrender or cancellation under this Act,
within a period of two years after the date on which such notice is
so served or such further period as the Minister may allow, apply
under subsection (1) of section thirty-one, for a petroleum
development and production licence in respect of the discovery
block.

(2) Ifthe holder ofa petroleum exploration licence fails within
the period specified in subsection (1). or within such further period
as the Minister may allow, to apply for a petroleum development
and production licence for the whole or part of any discovery block,
the Minister shall, if the petroleum exploration licence is in force in
respect of the discovery block, by notice served on the holder,
direct that the licence shall cease to have effect in respect of the
whole or part, as the case may be, of the discovery block with
effect from the date specified therein.

(3) Where the holder of a petroleum exploration licence
referred to in subsection (1) fails to apply for a petroleum
development and production licence within the period specified
under subsection (1), the Minister shall invite applications for a
petroleum development and production licence in respect of the
discovery block in accordance with subsection (2) of section thirty-
one.

28. (1) Where a notice served under subsection (2) of section
twenty-six states that the discovery of petroleum in any discovery
block is not, in the opinion of the holder of the petroleum exploration
licence, a commercial discovery, the Minister may, if the petroleum
exploration licence is in force in respect of the discovery block or
blocks, direct, by notice in writing served on the holder, that the
licence shall cease to have effect with respect to such discovery



Petroleum (Exploration and Production) [No. 10 of 2008 199

block from the date specified in the notice, and thereupon the licence
shall cease to have effect in respect of the discovery block with
effect from the date so specified.

(2) The Minister shall not give a direction under subsection (1)
unless—

(a) the Minister has given to the holder, a notice of the
Minister’s intention to do so;

(b) the Minister has specified in that notice a reasonable time
within which the holder may make representation with
respect to that notice; and

(c) on evidence available to the Minister and after taking into
account any representation made by the holder, the
Minister is of the opinion that the discovery is a
commercial discovery.

29. (1) Where the holder of a petroleum exploration licence
has notified the Minister pursuant to subsection (2) of section
twenty-six that a discovery of petroleum is, in the opinion of the
holder, a commercial discovery, the Minister may, by notice in
writing served on the holder, direct the holder to carry out, within a
period specified in the notice, of not less than two years, such
investigations and studies as the Minister considers necessary to
assess the feasibility of the construction, establishment and operation
of an industry for the recovery of petroleum from the discovery
block.

(2) The investigations and studies referred to in subsection (1)
may include—

(a) technical and economic feasibility studies relating to the
recovery, processing and transportation of petroleum
from the production area:

(b) studies of proposed sites for facilities which would be
required by the industry;

(c) studies of roads, pipelines or other transportation facilities;
(d) investigations into—

(i) suitable water facilities and reticulation systems
for industrial and town purposes:

(ii) the location and design of a suitable airstrip and
associated landing and terminal facilities, if so
required, for the industry;

Investigations
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(iii) the generation and transmission of electricity
required for the industry; and

(iv) the development, if required, of a suitable town
for the industry, including the design of housing
and associated civic, cultural and social facilities;

(e) investigations of any other works, services or facilities in
relation to the production area which may be required
for the industry;

(f) studies of future labour requirements for the industry;

(g) physical impact studies into the possible effects of the
industry on the environment; and

(h) such other investigations and studies as the Minister may,
by statutory instrument prescribe.

3) A holder of a petroleum exploration licence shall furnish
in writing to-the Minister, within the period specified in a notice
under subsection (1), such reports, analyses and data resulting from
the investigations and studies carried out under this section as the
Minister may, by notice in writing served on the holder, require.

30. (1) A holder of a petroleum explorationlicence shall not,
without the written permission of the Minister and subject to such
conditions as the Minister may, with the approval of the Committee
determine, remove any petroleum from an exploration area except
for the purposes of having such petroleum analysed, determining
its value or conducting tests thereon.

(2) The Minister may, with the approval of the Committee, by
statutory instrument, determine the quantities of petroleum samples
to be removed from an exploration area for the purpose of analysis
and conducting tests on the petroleum samples.

PART V
PETROLEUM DEVELOPMENT AND PRODUCTION LICENCES

31. (1) A holder of a petroleum explorationlicence whose
licence is in force in respect of a discovery block may, within two
years immediately following the date on which a commercial
iscovery was made, or such further period as the Minister may
allow, apply for the grant of a petroleum development and production

licence in respect of the discovery block or part thereof.
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(2) Notwithstanding the provisions of subsection (1), a holder
of a petroleum exploration licence may, during the term of the
licence, apply for the grant of a development and production licence
in respect of any block which is not part of a discovery block within
the exploration area if the holder satisfies the Minister that the
block contains a petroleum reservoir or part of a petroleum reservoir.

(3) Subject to the other provisions of this Act, where the holder
of a petroleum exploration ticence in respect of a discovery block
fails to apply for a petroleum development and production licence
under subsection (1), the Minister may, by noticc in the Gacefrie
and in two newspapers of general circulation in the Republic, issue
invitations for the grant of a petroleum development and production
licence in respect of any discovery block or blocks specified in the
notice.

{4} The notice referred to under subsection {3) shall include—

(a} a description of the discovery block or blocks for which
the applications are to be solicited;

(b} the procedures and conditions relating to the submission
of the applications; and

{c) the period within which the applications shall be submitted.

(5) The Minister shall, within five days of receiving an
application under subsection (1) or (3) forward the application to
the Technical Committee for consideration.

(6) The Technical Committee shall, within thirty days of
receiving an application forwarded to it under subsection (5},
consider such application and may, within that period, cause such
investigations to be made or such consultations te be carried on as
the Technical Committee may consider necessary to assess whether
or not the criteria in subsection (7) has been met.

(7y The Technical Committee shall, in considering an
application made under subsection {1) or (3}, take into account the
matters referred to in paragraphs (a) to (m) of section thirty-two.

(8) The Technical Committee shall after considering an
application under this section recommend to the Committee

(a) the grant of a petroleum development and production
licence where the application meets the requirements
of this Act: or

(b} the refusal to grant a petroleum development and
production licence where the application does not meet
the requirements of this Act.
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32. Anapplication for a licence referred to in section thirty-
one shall be made to the Minister in the prescribed form upon
payment of the prescribed fee and shall contain the following
particulars:

(a) full information as to the applicant’s financial status,
technical competence and experience;

(b) the number of the applicant’s exploration licence, if
applicable;

(c) the form of petroleum which it is intended to produce;

(d) a comprehensive report of the petroleum deposit, which
report shall include a description of the petroleum
reservoir or deposit, the form of the petroleum and an
estimate of the petroleum reserves;

(e) details, illustrated by an approved plan, of the area in
respect of which the application is made;

(f) a technological report on production and processing
possibilities and the intention of the applicant in relation
thereto:

(g) a proposed programme of production and processing
operations which shall include—

(i) the date by which the applicant intends to work
for profit;

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

(iii) the estimated overall recovery of petroleum and
by products,

(iv) the nature of the petroleum and by products,

(v) the marketing arrangements made for the sale of
the petroleum and by-products, and

(vi) a detailed programme for the progressive
reclamation and rehabilitation of lands disturbed
by petroleum extraction and for the minimisation
of'the effect of such extraction on adjoining land
or water area;

(h) adetailed forecast of capital investment, operating costs
and sales revenues and the anticipated type and source
of financing;
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fi) proposals with respect to the employment and training of
Zambian citizens:;

(i) a report of the goods and services required for the
production and processing operations which can be
obtained within Zambia and the applicant’s intention in
relation thereto;

(k) details of expected infrastructure requirements;
() a resettlement plan; and

{m) such further information as the Minister may, by statutory
instrument, prescribe.

33. (1) Subject to the provisions of section thirty-four on
application duly made under—

(a) subsection (1) of section rhirty-one, the Minister shall, on
such conditions as the Minister may, with the approval
ot the Committee, determine, including a condition
requiring the applicant to agree to the Government or a
person nominated on its behalf. on such terms as may
be agreed. to acquire or have an interest in the production
and processing operations in the production area, with
the approval of the Committee, grant the development
and production licence; or

{b) subsection (2) of section thirty-one the Minister may,
with the approval of the Commitiee, grant, on such
conditions as the Minister may , with the approval of
the Committee, determine, or refuse, with the approval
of the Committee. to grant a petroleum production
licence in respect of any block.

(2) Toenable the Minister to dispose of an application for the
grant of a petroleum production licence the Minister may, by notice
in writing given to the applicant. require the applicant to furnish,
within a period specificd in the notice, in addition or by way of
alteration to any proposals which have already been furnished, such
proposals as the Minister may specify, including proposals relating
to any matter referred to in subsection (2) of section rwenty-two.
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34. (1) A petroleum development and production licence shall
not be granted to an applicant unless—

(a) the proposals of the applicant would ensure the most
efficient, beneficial and timely use of the petroleum
resources concerned;

(b) the applicant has adequate financial resources and
technical and industrial competence and experience to
carry on effective development and production
operations;

(c) the applicant is able and willing to comply with the
conditions on which a licence may be granted;

(d) the applicant’s proposals for the employment and training
of citizens of Zambia are satisfactory; and

(e) the applicant is not in breach of any provision of this Act
or of a condition of a licerice.

(2) The Minister shall not refuse an application for the grant
of a petroleum production licence on any grounds under subsection
(1) unless the Minister has—

(a) given notice in writing to the applicant stating the grounds
therefor; and

(b) specified in the notice a date prior to which the applicant
may make appropriate proposals to remove the grounds
for refusal or make representations in relation thereto
and the applicant has not, prior to such date, in writing
made proposals or representations to the Minister.

35. (1) A petroleum development and production licence shall
specify—

(a) the date of the grant of the licence;
(b) the development and production area;

(¢) the development and conditions on which the licence is
granted; and

(d) particulars necessary for the purpose of giving effect to
subsection (2).
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(2) There may be included in a petroleum development and
production licence such conditions as may be determined by the
Minister in respect of the duty and the extent thereof of the holder
of a petroleum development and production licence to supply
petroleum or petroleum products to meet the requirements of
Zambia.

36. {1) Subjectto the provisions of this Act and to the conditions
specified in the licence, a petroleum development and production
licence shall confer on the holder of the licence exclusive rights—

LA O
fe) to carry on exploration, developh‘lent and production
operations in the development and production area; and

{b) to carry on such operations and execute such work in the
development and production area as may be considered
necessary for the purpose of carrying into effect the
provisions of this section.

(2} Where, in the course of exercising the hoider's rights under
a petroleum development and production licence, the holder of the
licence discovers any other mineral, the holder shall, within thirty
days immediately foilowing such discovery, notify the Minister of
the discovery in wriling.

(3) Any person who contravenes subsection (2} commits an
offence and is liable on conviction—

{a) in the case of an individual, to a fine not exceeding five
hundred thousand penalty units or to imprisonment for a
term not exceeding ten vears, or to both; or

(b) in the case of a body corporate, to a fine not exceeding
one million penalty units.

37. (1) Subject to the provisions of this Act, a petroleum
development and production licence shall be valid for such period,
not exceeding twenty-five years, as may be specified therein.

(2) The holder of a petroleum development and production
licence may apply to the Minister, in the prescribed form and upon
payment of the prescribed fee, for a renewal of the licence at any
time not later than one vear immediately prior to the expiry of such
licence and subject to the provisions of subsection (4), the Minister
shall grant a renewal of such licence.
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(3) Anapplication for the renewal of a petroleum development
and production licence shall be accompanied by—

(a) a proposed programme of production operations to be
carried on in the period of renewal; and

(h) details of—

(i) the latest proved, estimated and inferred petroleum
and by products reserves; |

(ii) the capital investment to be made in, and
production costs and revenue forecasts in
respect of, the period of renewal;

(iii) any expected changes in methods of production:
and

(iv) such further information as the Minister may
require;and shall be presented in such a way as
to give a clear indication of any expected
increase or reduction in the production activities
and the estimated life of the reservoir.

(4) The Minister shall, within five days of receiving an
application under subsection (2) forwardthe application to the
Technical Committee for consideration.

(5) The Technical Committee shall, within thirty days of
receiving an application forwarded to it under subsection (4),
consider such application and may, within that period, cause such
investigations to be made or such consultations to be carried on as
the Technical Committee may consider necessary to assess whether
or not the criteria in subsection (6) has been met.

(6) The Technical Committee shall, in considering an
application made under subsection (2), take the following into
account:

(a) that the applicant is in breach of any provision of this Act
or of a condition of a licence;

(b) that the proposed programme of production operations to
be carried out in the renewal period is adequate;

fc) that the production of petroleum in the production area
has proceeded with reasonable diligence;
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(d) that petroleum in workable quantities remains to be
produced; and

(e) that the proposed programme or development and
production area will ensure the most efficient and
beneficial use of the petroleum resources in the
production area.

(7) The Technical Committee shall after considering an
application under this section recommend to the Committee—

(a) the renewal of a petroleum development and production
licence where the application meets the requirements
of this Act; or

(b) the refusal to renew a petroleum exploration licence where
the application does not meet the requirements of this
Act.

(8) The Minister shall, with the approval of the Committee,
reject an application for renewal where—

(a) the applicant is in breach of any provision of this Act or of
a condition of a licence;

(b) the Minister is not satisfied that—

(1) the production of petroleum in a production area
has proceeded with reasonable diligence;

(ii) petroleum in workable quantities remains to be
produced; or

(iii) the proposed programme or development and
production area will ensure the most efficient
and beneficial use of the petroleum resources
in the production area.

(9) The Minister shall not reject an application on the ground
referred to in—

(a) paragraph (a) of subsection (8), unless the applicant has
been given details in writing of the breach and has failed
to remedy the same within such reasonable time as the
Minister may allow;

(b) subparagraph (i) or (ii) of paragraph (b) of subsection (8),
unless the applicant has been given a reasonable
opportunity to make written representations thereon to
the Minister; or
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(c) subparagraph (iii) of paragraph (b) of subsection (8),
unless the applicant has in writing been so notified and
has failed to propose amendments to the applicants
proposed programme of production and processing
operations satisfactory to the Minister within such time
as the Minister may allow.

(10) The period of renewal of a petroleum development and
production licence shall be for such period, not exceeding twenty
years, as the Minister may, with the approval of the Committee
determine to be reasonably necessary in accordance with good
oilfield practices to recover from the production area, the maximum
amount of petroleum.

(11) Where an application for a renewal of a petroleum
development and production licence has been duly made and the
licence expires before the Minister grants or refuses to grant a
renewal thereof , the licence shall be deemed to continue in force
until the Minister grants or refuses to grant a renewal of the licence,
except where the licence is cancelled under this Act or the
application for a renewal is withdrawn.

38. (1) Forthe purposes of this section “unit development”, in
relation to a petroleum reservoir, means the co-ordination of
operations for the recovery of petroleum being carried on, or to be
carried on, in a development and production area, in which part of
the reservoir is located, with operations for the recovery of petroleum
being carried on, or to be carried on, in any other area in which
another part of the same reservoir is located.

(2) Aholder ofa petroleum development and production licence
may from time to time enter into an agreement in writing with one
or more other holders of petroleum development and production
licences for or in connection with the unit development of a
petroleum reservoir and shall forthwith submit the agreement to
the Minister for approval.

(3) For the purpose of securing a more effective recovery of
petroleum from a petroleum reservoir, the Minister may, on the
Minister’s own motion, or on application made to the Minister in
writing by the holder of a petroleum development and production
licence in whose development and production area part of a
petroleum reservoir is located, direct in writing that such holder—
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(a) enter into a written agreement with any other licensee,
whose development and production area includes part
of that petroleum reservoir, within the period specified
by the Minister in the direction, for or in relation to the
unit development of that petroleum reservoir; and

(b) forthwith lodge the agreement with the Minister for
approval.

(4) Where a holder of a petroleum development and production
licence who is directed under subsection (3) to enter into an
agreement for or in relation to the unit development of a petroleum
reservoir—

(a) fails to comply with the direction; or

(b) complies with the direction but the agreement lodged with
the Minister is not approved by the Minister;

the Minister shall, by notice in writing served on the holder, direct
the holder to submit to the Minister, within the period specified in
the notice, a scheme for or in connection with the unit development
of the petroleum reservoir.

(5) The scheme submitted under subsection (4) and approved
by the Minister with or without modifications shall be binding on
every holder of a petroleum development and production licence
whose development and production area includes part of the
petroleum reservoir.

39. (1) A personshall not without a licence, in any development
and production area, carry on any business for which a licence is
required under the Trades Licensing Act without the consent of
the Minister:

Provided that such consent shall not entitle any person to
carry on any such business except under and in accordance
with the provisions of the Trades Licensing Act.

(2) A person shall not, in any development and production area,
erect any building or other structure for the purpose of carrying on
any such business without the consent of the holder of the licence.
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Cap. 393

Cap. 393
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PART VI

RESTRICTION ON EXERCISE OF RIGHTS UNDER LICENCES AND
SurracE RIGHTS

Restrictions 40. (1) Aholder ofa licence shall not exercise any rights under

onexercise this Act or the licence—
of rights by

holder
(a) without the written consent of the appropriate authority,
upon —
(1) any land dedicated as a place of burial whether in
use or not;
(ii) any land containing any ancient monument or
national monument, as defined in the National
Cap. 173 Heritage Conservation Commission Act;
(iii) any land which is the site of or within ninety
metres of any building or dam owned by the
Republic; or
(iv) any land forming part of a Government aerodrome
Cap. 444

as defined in the Aviation Act;

(b) without the written consent of the owner or legal occupier

thereof or the duly authorised agent—

(i) upon any land which is the site of or which is
within one hundred and eighty metres of any
inhabited, occupied or temporarily uninhabited
house or building;

(ii) within forty five metres of any land which has
been cleared or ploughed or otherwise prepared
in good faith for growing of farm crops or upon

which farm crops are growing;
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(iii) upon any land which is the site of or is within
one hundred metres of any cattle dip, tank, dam
or any private water as defined in the Water
Act; or Cap. 198

(iv) upon any land forming part of an aerodrome,
other than an aerodrome referred to in
subparagraph (iv) of paragraph (a):

Provided that where any consent required
under this subsection is unreasonably
withheld, the Minister may arrange for
arbitration of the matter in accordance
with section forty-four,

(c) upon land occupied as a village, without the written consent
of the chief and the local authority for the district in
which the village is situated;

(d) without the written consent of the railway administration,
upon any land reserved for the purposes of any railway
track or within one hundred metres of any railway track;

(e) without the written consent of the appropriate authority
or the local authority concerned, upon any land within,
or within sixty metres of the boundaries of, any city,
municipality or district for which a council is established
under the provisions of the Local Government Act; Cap. 281

(f) without —

(i) the written consent of the appropriate authority,
upon any land used as a forest nursery or
plantation or as a timber depot, sawmill or other
installation for working a forest; and

(i1) due compliance with the relevant provisions of
the Forests Act, upon any land declared to be a
national forest or local forest, as defined in that

Act; Cap. 199
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(g) upon any street, road or highway, without the written
consent of the appropriate authority or the public body
which has the control thereof;

(h) upon any land comprised in a National Park without
complying with the ZambiaWildlife Act;

(1) upon any land that,under the Town and Country Planning
Act, cannot be developed without permission, unless the
requisite permission is first obtained.

(2) Any consent given for the purposes of this section by the
Minister or the appropriate authority may be given unconditionally
or subject to such conditions as are specified in the terms of the
written consent.

(3) In this section, “appropriate authority”, in relation to any
matter, means the Minister responsible for that matter or such public
officer as the Minister may authorise to give the requisite consent
in that behalf.

41. Subject to the terms of any access agreement, the rights
conferred by a licence shall be exercised reasonably and, except
to the minimum extent necessary for the reasonable and proper
conduct of the petroleum operations, shall not be exercised so as to
prejudice the interest of any owner or occupier of the land over
which those rights extend.

42. Subject to the terms of any access agreement, the owner
or occupier of any land within an exploration or production area
shall retain the right to access and use water and to graze stock
upon or to cultivate the surface of the land in so far as such use,
grazing or cultivation does not interfere with the exploration or
development operations in the area.

(2) In the case of a production area, the owner or lawful
occupier of any land within such area shall not erect any building
or structure thereon without the consent of the holder of the licence,
or, if such consent is unreasonably withheld, the written consent of
the Minister.

(3) The rights conferred by a licence shall be exercised
reasonably so as to affect as little as possible the interests of any
owner or lawful occupier of the land over which such rights are
exercised and exploration or development operations shall be carried
out in a proper mannetr.
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43. (1) Subject to subsection (2), a holder of a licence who
requires the exclusive or other use of the whole or any portion of
the exploration or production area for the purpose of the licence
may, in accordance with the laws relating to such acquisition, acquire
a lease thereof or other right to use the same upon such terms as
may be agreed between such holder and the owner or occupier of
the land.

(2) A holder of a licence shall not purchase or obtain a lease
of or other rights over any land specified in paragraph (a), or in
paragraphs (c) to (h) of subsection (1) of section forty, except
with the consent of the appropriate authorities mentioned in that
section.

44. (1) Where there is any dispute as to—

(a) whether or not paragraph (b) of subsection (1) of section
forty applies in respect of any land, or the withholding
of any consent under that subsection;

(b) the withholding of any consent under section forty; or

(c) any other matter arising under this Part that is prescribed
by the Minister by statutory instrument;

any party to the dispute may by consent of both parties, apply to
the Minister to determine the dispute or the Minister may, require
the parties to enter into a submission within the meaning of the
Avrbitration Act.

(2) Subsection (1) shall have effect subject to the terms of
any access agreement.

45. (1) A holder of a petroleum exploration licence or a
petroleum development and production licence shall, on demand
being made by the owner or lawful occupier of any land subject to
the licence, promptly pay the owner, or occupier fair and reasonable
compensation for any disturbance of the rights of the owner or
occupier and for any damage done to the surface of the land by the
petroleum operations and shall, on demand being made by the owner
of any crops, trees, buildings or works damaged during the course
of the operations, pay compensation for the damage.

(2) In assessing the compensation payable under subsection
(1), account shall be taken of any improvement effected by the
holder of the licence or by the holder's predecessor in title, the
benefit of which has or will enure to the owner or lawful occupier
thereof.
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