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About Megathos Law Practice

• Megathos Law Practice has seasoned attorneys, consultants, and entrepreneurs.

• ❖As Policy consultants
• We reviewed the National Gas Policy 2016 for the  Ministry of Petroleum Resources in 

Nigeria.

• ❖As Attorneys

• We were listed in “Who is Who Legal” for 2015 for work done in Intellectual Property (IP): 
Our “… Olufola Wusu is noted for his “dynamic practice” and “commercial acumen”. He is 
praised for his “first-rate skills” in assisting clients…”

• We have advised on IP in oil and gas joint ventures, marginal fields, production sharing 
contracts, gas and LNG. We have reviewed and negotiated international project 
agreements, gas sales and purchase agreements, tolling agreements, access codes, term 
sheet and gas pipelines as a service for an international gas pipeline project running 
through four African countries.

• Our team member once served as the Legal Advisor/Company Secretary for an oilfield 
service company with operations in six African countries (Angola, Gabon, Equatorial 
Guinea, Ghana, Mozambique and Nigeria). Responsibilities included Oil and Gas advisory, 
Regulatory compliance, Local content advisory, Contract drafting and Negotiation, Dispute 
resolution management, internal and external policy review and Advisory on Oil and Gas 
IP. 
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BACKGROUND 

 

1. The Marginal Field Regime was established by the Federal Government of Nigeria, in 
a bid to encourage indigenous participation in the oil and gas industry in Nigeria. 
Other potential benefits arising from the development of Marginal Oil Fields include 
but are not limited to: increase in the oil and gas reserves in Nigeria, employment 
opportunities, revenue generation and possible technology transfer. 
Paragraph 16A of the First Schedule of The Petroleum (Amendment) Act No. 23 of 
1996, introduced the Marginal Field Regime. 
Nigeria had announced a bid round on November 28, 2013, which said bid round was 
overtaken by events. 
On the May 1, 2020, Nigeria announced a fresh marginal field bid round. 
 

2. THE 2020 MARGINAL FIELD BID ROUND 
The Department of Petroleum Resources (DPR) on behalf of the Federal Government 
of Nigeria has announced the commencement of the 2020 Marginal Field Bid Round 
Exercise (The Bid Round) and issued the “Guidelines for the Award and Operation of 
Marginal Fields in Nigeria” (The Guidelines). 
 
Shortcomings of Past Marginal Field Licensing Rounds  
Inconclusive deals led to partial achievement of the goal of increasing indigenous 
participation. The outcomes were multiple lawsuits, revoked awards, and legislative 
probes. 
 
NATURE OF COMPANY  
Eligibility for the Bid Round is limited to companies registered in Nigeria under the 
Companies and Allied Matters Act Cap P10, Laws of the Federation (“LFN”), 2004. 
 
The company registered in Nigeria (indigenous company) shall be wholly or 
substantially Nigerian and shall be registered principally for exploration and 
production business. 
 
TIMELINE 
The Bid Round process is expected to take about 6 (six) months. 
 
 
 
 

 



PRE-QUALIFICATION 
The Department of Petroleum Resources (DPR) will conduct the pre-qualification 
exercise and is not obliged to pre-qualify any of the applications received. The DPR 
will receive and review applications from prospective bidders, using objective criteria 
and shall carry out the pre-qualification exercise using objective criteria to examine 
and confirm that bidders have the required financial and technical capacity.  
The Guidelines are seemingly quiet on the number of bidders that may be pre-
qualified for each field and are also silent on the maximum or minimum number of 
fields, a pre-qualified bidder can bid for. 
 
THE BID ROUND AWARD PROCESS 
 
The DPR is tasked with the responsibility of managing the Bid Round Process and 
ensuring full compliance with the Guidelines. 
i. Formal announcement for commencement of the exercise. 
ii. Launch of Marginal Fields Bid Portal /Issuance of Specific Requirements. 
iii. Expression of Interest (Eol) /Registration. 
iv. Prequalification of interested companies. 
v. Announcement of Pre-qualified companies. 
vi. Data Prying, Leasing and Purchase of Reports. 
vii. Submission of Technical and Commercial Bids by Prequalified companies. 
viii. Evaluation of Technical and Commercial Bids. 
ix. Announcement of Winning Bids. 
 
APPLICABLE FEES 
Please note that a prospective bidder (or joint bidders) shall be under obligation to 
pay the following fees. 
Serial Number Description  Amount  

1.  Registration Fee N500,000.00  
2.  Application Fee N2,000,000.00 per field 
3.  Bid Processing Fee N3,000,000.00 per field 
4.  Data Prying Fee $15,000.00 per field  
5.  Data Leasing Fee $25,000.00 per field 
6.  Competent Persons 

Report 
$50,000.00 per field 

7.  Field Specific Report $25,000.00 per field 
 
 
 
 
 
 

 



CRITERIA FOR EVALUATION OF SUBMITTED BIDS 

Bidders who have been pre-qualified are required to submit bids, which are field 
specific technical and commercial bids in respect of the fields, which the bidders are 
interested in. 

The DPR in evaluating the bids, will scrutinise the company structure, evidence of 
financial capability, business strategic plans, Nigerian content, Business and Health, 
Safety & Environment Principles, community management programs and business 
controls. 

ABILITY TO PAY SIGNATURE BONUS  

The bidder shall provide evidence of ability and willingness to pay the offered 
Signature Bonus, where the bidder is successful.  

 

SIGNATURE BONUS 

The Signature Bonus shall be paid by a successful bidder prior to Award. 

The DPR in evaluating the bids will scrutinise the company structure, evidence of 
financial capability, business strategic plans, Nigerian content, Business and Health, 
Safety & Environment Principles, community management programs and business 
controls. 

ELEMENTS OF A MARGINAL FIELD FARM-OUT AGREEMENT  

After a bidder is successful, the bidder is expected to negotiate and enter into a 
Marginal Field Farm-out Agreement (MFA) with the leaseholder. Some of the terms 
expected to be incorporated into the MFA include: 

• Farm-Out Area 
The Farmee shall be fully responsible for the Farm-out Area. 

• Field Data 
All previous data acquired in the field shall be handed over to the Farmee. 

• Appraisal and Deep Drilling Rights 
The Farmee is encouraged to grow reserves and enhance production in the field.  

•  Indemnity 
Oil and gas exploration is prone to risk which can manifest as environmental issues, 
which may trigger off community unrest. This makes having indemnity protection 
between various parties critical.  

 



• Decommissioning and Abandonment 
Farmee shall set aside an agreed percentage of its budget, in order to make 
provision for eventual decommissioning and abandonment of the oil well. 

• Award 
A marginal field farm-out comes into effect after payment of all bonuses & fees and 
approval by the President and Commander in Chief of Armed Forces of the Federal 
Republic of Nigeria. 

• Basis of Operation 
The Farmee operates on a sole risk basis. However, Government reserves the right to 
a participating interest. 

• Community Development/Relationship 
The Farmee shall be responsible for community development activities. A 
Community Development/ Relationship Plan is a critical part of the marginal field 
development and operations strategy.  

5 CHALLENGES MARGINAL FIELD OPERATORS OFTEN FACE 

Marginal Field Operators agree that the challenges facing them include; Litigation 
with Technical Partners, Capacity Building and Technology Limitations, Asset 
acquisition and management, The non-bankability of some Marginal Field Assets and 
Environmental Issues. 

 

3. As it stands, pending litigation by prior operators of Marginal Fields, that were 
revoked, may prevent some of those blocks from being allocated to new owners. 
Interestingly, the current guidelines, just like the 2013 guidelines, vests the 
jurisdiction to resolve some Marginal Field related disputes in the Honourable 
Minster of Petroleum, this does not however, preclude aggrieved parties from going 
to Court. This is a significant provision as disputes between Marginal Fields operators 
resulted in lengthy law suits that ended up stalling the projects and defeating some 
of the aims of the marginal field bid round, which includes developing local capacity 
and increasing government acreage.  
 
 
 
 
 
 
 
 

 



 
 
 
 
Please direct any further inquiries and questions you may have with regard to the 
above update to our Oil and Gas & Energy Practice Group; 

 
• Olufola Wusu (Partner) mobile +234 (0) 802-859-2474 or via email: 

olufola.wusu@megathoslaw.com  
 

• Oil and Gas & Energy Practice Group via email: contact@megathoslaw.com  

 

mailto:olufola.wusu@megathoslaw.com
mailto:contact@megathoslaw.com
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+234 (0)802-859-2474

Lagos Nigeria. www.megathoslaw.com

Olufola.wusu@megathoslaw.com

http://www.megathoslaw.com/
mailto:Olufola.wusu@megathoslaw.com


Megathos Law Practice Business Update is made  by Megathos Law Practice, 
a practice registered in Nigeria.

This update is not a substitute for legal advice, neither does this update 
create a client-counsel relationship, Megathos Law Practice expressly disclaims 
any liability that may arise based on reliance on this update. 

This Update contains confidential materials proprietary to Megathos Law 
Practice.
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