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ABILL
FOR

ANACT Ti:) ESTABLISH A FISCAL FRAMEWORK THAT.ENCOURAGES FURTHER
INVESTMENT IN THE PETROLEUM INDUSTRY WHILST INCREASING
ACCRUABLE REVENUES TO THE FEDERAL GOVERNMENT OF NIGERIA
Sponsored by Hon. Victor O. Nwokolo
_ [

BE IT ENACTED by the National Assembly of the Federal
Republic of Nigeria as follows:

PART 1: OBIECTIVES

1. The objective ofthis Actisfo:

{a) establish a progressive fiscal framework that encourages
further investinent in the petrolemn industry whilst increasing accruable
revenues tothe Federal G ovefnment ofNigeria; .

{b) establish a forward looking fiscal framework that is based on
core principles of clarity, dynamism, néutrality, open access and general
application;

(¢} provide clear distinction. between legislative aspects of the
fiscal regime and negotiable aspect of contractual obligation
' PART 2: GENERAL MATTERS

2. -(1)The determination and collection of the various government
revenue sources, shall be the function of the following entities:

(a)Part3 ofthis Act(Companies Income Tax) - the Service;

(b) Partd of this Act (Rents and Royalties) - the Commission;

{c) Part5 ofthis Act{Nigerian Hydrocarbon Tax) - the Service;

{d) Part 6 of this Act (production sharing contracts and other
contracts of the National Petroleum Company) - the National Petroleum
Company;

(e) Part7 of this Act {Miscellaneous) - the Service.
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(2) In consequence of the assignment of the various fimctions under
subsection (1) of this section hereofl and responsibilities for collecting other
fevies and fees applicable in other articies in this Act, the First Schedule of the

Federal Inland Revenue Service (Establishment) Act, 2067 shéﬂ hereby be

.. amended by deletingparagraph 11.

(3)The ‘Service shall be enfitied to carry out such audits and
inspections as it decms necessary with respect to government revenue SOUrces
ander Part 4 and 5 of this Act and other fees and levies pursuant to this Act in
order to ensure the proper oversight over the collection from these revenues
SOUYCES.

(4)The Commission and National Oit Company shall provide such
assistance to the Service as required during such audits and inspections.

3.-(1) Certain amounts expressed in US dollars in +his Act, where such
adjustment is indicated, shall be adjusted on April 1 of each calendar year by
the Commission with an adjustment factor as follows:

CPi{y-1)

Adjustment Factor= e

CP1(2009)

Inwhich:

"CPI (y-1)" means the average United States Consumer Price Index
(Annual) for All Urban Consumers (CPI-U)} for the U.S. City Average for All
Tems, 1982-84=100, unadjusted for scasonal variation, as apnounced by the
United States Department of L.abor Bureau of Labor Statistics, forthe calendar
year prior to the Aprit 1 date under consideraﬁ-an; apd

' nCP1(2009)" means the average United States Consuniér?rice Tndex
(Anmual) for All Urban Consianers (CPI—U) forthe US . City Average for Al
tems, 1982-84=100, wnadjusted for seasonal vartation, a8s apnounced by the
United States Department of Labour Bureau of Labour Statistics, for the
calendaryear 2005, .

(Z\Where the statistical mfermation for the CPI (y-1) is no longer
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available the Minister may by regulation replace this index with another
published similar index used by the United States of America.

4.(1) Following the effective date, the Minister may, upon
recommendation of the Commission, issue regulation to provide fiscal
incentives for the exploration and production of bitumen and/or heavy oil
{meaning crude oi} having a AP gravity below 18° at standard temperature
and pressure) that will incentivise such explorers and producers to explore
and invest in Nigeria while benefi iting all Nigerians.

{2) Any fiscal incentive to be provided by the Minister under sub-
section 1 of this section shall be subject to the prior review of the Federal
Ministries of Finance and Budget and Planning, having particular regard to
the sustainability of the proposed incentives.

5. -(1)The Minister may, upon the recommendaﬁdn of the
Commission and the prior review of the Federal Ministries of Finance and
Budget and National Planning, issue regulations addressing the fi scaI
provisions for petroleum derived from fontier acreage areas,

(2)Notwithstanding the provisions within this'Act, the Minister
mnay, upon the recommendation of the Commission, and the prior review of
the Federal Ministries of Finance and Budget and National Planning issue
regulations addressing the fiscal provisions for petroleum derived from
ultra-deep water areas.

PART 3: COMPANIES INCOME TaX

6. The Companies Income Tax Act, Cap C21, Laws of the
Federation of Nigeria 2004 shall be amended by inserting a new section 39A
as follows: '

39A. Companies income tax applicable to operations refated to
petroleum.

(1) All companies, concessionaires, li;:ensées, I'essees, contractors
and subcontractors involved in petroleum Operatiéné under the Petroleum

Industry Act shalf be subject to tax pursuant under this Companies Income

Special Products

Fiscal provisions
for frontier acreage
and ultra-deep
wiater

General
requirement to
pay corpoerate
income tax
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TaxAct,Cap C21, Laws of the F ederation of Nigeria 2004.

| (2) Notwithstanding section 27 of the Companies Income Tax Act,
Cap C21, La§vs of the Federation of Nigeria 2004, all companies engaged in
upsiream petrolenum operations and downstream petroleum operations shall
determine the tax pursuantto this Act separately for:

() upstream petroleum operations under the Petroleum Industry Act
("Upstream Petroleum™); and )

(b) downstream petroleum operations under the Petroleurn Industry
Act. _

(3) In determining the companies income tax, the Nigerian
Hydrecarbon Tax under this Act shall not be deductible. In determining the
companies income tax, the allowances under section 339 of the Petroleum

Industry Act shall be deductible.

(4) All companies engaged in upstream gas operations and

downstream gas distribution and utilization operations under the Petroleum

Industry Act shall be entitled to benefit from the incentives provided under
Section 39 of the Companies Income TaxA.ct, Cap C21, Laws of the Federation
of Nigeria2004. _
| (5) All compames engaged in export gas operations with respect to

LNG under the Act, shall be entitled to benefit from the incentives provided
under Section 39 Companies Income Tax Act, Cap C21, Laws of the Federation
of ngena 2004

(6) Section 39 (1) of the Companies Income Tax Act, Cap C21, Laws
of thé F ederatmn of Nigeria 2004 shall beamended by replacing the words "gas
ﬁtilization (downstream)" with "op_erations pursuant to Sectiqn 39A(4) of the
Cornpames income Tax Act." -'

(7) Sectlon 39(3) of the Compames Income Tax Act shall be amended _
by deletmg the deﬁmtlon of "gas utilization".

(8) The Second Schedule of the Compames Incorne Tax Act shall be

' amended by msertmg below the word "Mining Expenditure” in Table | and 11
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with respect to Initial and Annual Allowance, the word "Upstream
Petroleum Operations”, with an initial allowance of "Nil" and annual

atlowances of 20%. There shall be retenticn of 1 % in the last year until the

asset is disposed.

(9) The second schedule of the Companies lacome Tax Act Cap
(21, Laws of the Feder ation of Nigeria 2004 shall be amended by adding the
definition of Ups’u’eam Petroleum as follows:

"Upstream Petroleum” means upstream petrolewm operations as
defined in the Petroleum Industry Act.

(16) Section 24 of the Companies Income Tax ActCap C21, Laws
of the Federation of Nigeria 2004 shall be amended by re-numbering (j)into
(kyand by insértin? anew paragraph (j) as follows:

“(j) amy remss and royalties payable on upstream peirofeum
operaticms”

{11) Any company pursuant 0 subsection 2(a) of this section
hereof shall use Nigerian Hydrocarbon Tax accounting periods on an actual

year basis for the Companies Income Tax and shatl apply the procedures for
paying tax est:lmates under the Nigerian Hydrocarbon Tax to Companies
Income Tax. Total profit shail be determined in accordance with the
Companies Income Tax Act.

(12) Any compamy pursuant to subsection 2{a) of this section
hereof shall pay estimates of the Companies Income Tax Act 611 a monthly
basis in anticipation of the full tax due at the end of the accounting period.

(13) The Second Schedule of the Companies Income Tax Act shall
be amended by inserting a paragr agraph 7(3) stating the following:

«“Where a licensee or lessce has entered into a contract pursuant to

section 154 ofthe Petroleum Industry Act, and such contract provides for the -

transfer of assets to such licensee OF Jessee by the contractor, such transfer
shall be valued as equal fo the value of cost oil, cost gas or ¢ost condensates

paid for such assets ("the deemed income™) and capital cost allowances can
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be claimed against such deemed income in the hands of the licensee or lessee. |
The contractor parties shall be entitled to deduct the expendi’fures for the
creation of assets to be owned by a licensee of petroleum prospecting licence or
lessee of a petroleum mmmg lease.”

(14} Deductions not atlowed under sectlon 27(g), 27(h) and 27{i) of
the Companies Income Tax Act, Cap C21, Laws of the Federation of Nigeria
2004, will not apply to companies engaged in upstream petroleum operations.

PART 4: RENTS AND ROYALTIES

7 -() Every petroleum exploration hcence shall be subject to arent of
US dollars 10 per square kilometer inctuded in the PEL upon the grant of the
PEL and any anniversary thereof. '
| . (2)Every petro]éum prbs;pectirlg licence shall be subjectto arent of:

(a) US $ 300 per square kilometer upon the grant of the PPL and from
the first to the fourth anniversary thereof;

USS 500 per sﬁuare kilometer on the fifth anniversary and any
further anniversaﬁes o.fthe PPL;

(¢) During any significant gas discovery retention period the rent shall
be US $ 10,000 per square Kilometer per annum and shall be paid on the
declaration of a signiﬁcant gas discovery and any am}ivérsary thereof.

(3)Every petroleum mining licence shall be subject to arent of US §
1,000 per square kilometer upon the gfant of the PML and any anniversary
thereof. |

| (4)A PEL, PPL or PML cannot be granted without prior payment of
the applicable rent for the first year.

{5) Failure to pay the rent before the respective yea:r—end of the PEL,

PPLor PML shall result in the apphcatlon of an interest rate of LIBOR plus 2%

to the outstanding payment in US § and where the payment of the applicable
rent is not made within fhree months, termination of such licence pursuant to
section [.] of the Petroleum Industry Act shall be initiated.

(6) The rents shall be adjusted pursuant to section 3.
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(7) Anyvents shall be verified and collected by the Commission.

(8) The Commission shall cause a sum equal to [.1% of all royalty

received monthly to be paid into the [.}- for the benefit of the local .

government(s) of derivation in proportion. ?rovideci that where a license or
lease covers one or more local governments, the royalties from production
payable to the communities shéﬂ be divided into equal parts and given to
each local govefnment of deﬁvation. ' - | '

8.-(1) All production of pefroleum, including production tests in
petrdleum prospecfing 1icences. and ﬁetroleurﬁ mihing leases, shall be
subject to royalties. ' ‘

(2)The production and vaiue of the petréleurﬁ fér the purpose of
determuining the royalties shall be determined at the ﬁséai sates point(s}
which shail be approved by the Comrmission in consultaﬁon with the
operator. The production and value shall be determined n;mnthly on the basis
of the average daily éroduction and value of pe{roieum as provided for in
this Part4.

3 Thé production shall be measured at standardised temperatures
and pressures as defined ﬁ"om time to time by regulation and production
shall notinclude: -

(a) any volumes burned, flared or'vénted with the approval of the
Commission; '

(b Yany volumes re-injected by the lessee into reservoirs for the
purpose of improving or ephancing production "of crude cil or for
conservation of natural gas;

{c) any volumes used in the upstream crude oil operations or
upstream gas operations for the production of electricity or heat for
exclusive use in the operatjons of the PML; and

(d)any water or sediments.

(4) The value for the purbose of royalty calculation for crude oil

and condensates shall be determined by the Commission and based on the

Ali petrofeum
production subject
tp rovalties
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official selling price at the fiscal sales point and shall be adjusted taking into

consideration;
{a)any quality differentials; and

(b) any transportation costs that apply within Nigeria as determined

'by the Commission.

(5') The average official selling price applicable to any calendar month

for crude oil and condensates produced from any PML shall be determined by

the Commission on the basis of information from non- confidential
independent publications making such adjnstments for qualily and transport
costs as appropriate to prices of comparable crude oils and condensates sold in
the infernational markei, as determined by the Commission, for which
apémpriats information is available. |

(6} The.value for the purpose of royalty calculation for natural gas
shall be determined by the Commuissicn and shall be based on the value at the
ﬁscél sales point as foliows:

{a}based on the composition of the natural gas at the fiscal sales poing,
based on a reasonable estimate of the content ofmarketable natural gas, ethane,
I;)!'G;}aﬂﬂg buianes and natural gas liguids as will be typically derived by
processing ol the natural gas;

{b) for export markets, it shall be determined by reference to the
reievant gas sales agreement in place: |

{c) for domestic markets, shall be determined:

(1) initiaily on the gas pricing framework determined by the Minister
based on the National Gas Master Pién;

. (i)and where the approp;iaite Institution determines that competitive
markets exists in Nigeria, it shall be based on the reievant gas sales agreement
in place.

R 9.—(.} yForthe purg:mses of payment of royaities. the royaliies for crude
oil, condensates and natural gas shall be paid in cash. Provided that if any

royalty is paid or payable in kind, the burden of storage, insurance and other




Petfoleum Industry Fiscal Framework Bill 2016

2016 C 5859
i ancillary and adminisirative costs shall be borne by the licensee or lessee on
2 anon-deductible basis.

-3 (2) The amount of royaity payable shall be based on the values
4 established pursuant to section 8and shall be determined separately for:
5 (a) crude oil plus condensates; and
6 {b)natural gas. |
7 (3} Any royalty payable shall be paid in cashon a monthly basis In
3 the month following the month for which the royally was determiﬁed, and
5 where such royalty is not paid in the respective month an interest of LIBCR
10 plus 2% shall be applied to the outstanding payment, and where a royalty
11 payment is not ﬁlade within three months after the month in which the
12 royalty is due, termination of such lease pursuani to section [.} of the
13 Petroleum Industry Act shail be initiated.
14 (4) Any royaities shall be determined and collected by the
15 Commission. ' _
16 10.-(1)The total royalty rate for cach PML shall be the rovalty rate  Total royalty
17 pursuant to section 11 hereof plusthe rovalty rate pursuant to sectien 12. e
18 11.-(1) All holders of petroleum prospecting licences or petroleum  Royaliy rates

based on locatien

i9 mining leases under this Act shall pay to the Commission, within thirty days  and production
20 upon the last day of every month {(including tive month in which his licence
21 or lease becomes effective), or otherwise as the Commission may direct:
22 {a) For crade oil and condensates, a royalty at a rate per centum of
23 the value (the vaiue calculated in accordance with section 7) as follows:
24 (i} in onshOre areas. ... ....oceieriiie e 22%
25 (ii) in areas up to 100 metres water dép‘{h P 20%
26 (iif) in areas from 101 to 200 metres water depth....... 8.5%
27 {iv)inareas from 201 to 500 metres waterdepth...... 15%
28 (v) in areas from 501 to 800 metves water depth ... 12%
20 (vi}in areas from 801 to 1060 metre waterdepth ...... 19%
30 (vii)in areas beyond 1000metres water depth. ........... 8%
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(b) Notwithstanding the provisions of subsection (1) (a) of this

- gection, for an indigenous petreleum company, for crude oil and condensates, a

royalty at a rate per centum of the value (the value calculated in accordance

with section 320} as follows:

(i) In on shore areas, 2.5% of the production up to and including 2,000

’ ‘_barrei‘s per day, 12.5% of the production over 2,000 barrels per day up to and
“* including 5,000 barrels per day angd 22% of the production over 5,800 barrels

e per day;

(ii) in shallow water areas, 2.5% of the production up to and including

" © 5,000 barrels per day, 12.5% of the production over 5,000 barrels per day upio

and including 20,000 barrels per day and 18.5% of the production over 20,000
barrels per day; '

(jii) in deepwater areas, 2.5% of the production up io and inciuding
7,500 barrels per day, 5% of the production over 7,500 barrels per day up to and
including 20,000 barrels per day and 8% of the production over 20,000 barrels
per day.

(¢) Notwithstanding the provisions of subsection {1 Xa) of this
section, for an upstream petroleum company producing an aggregate volume
of not less than ons-hundred thousand barrels of oil and condensate per day in
the deepwater area, for crude oil and condensates the royalty shall be at arate
per centum of the higher of 12% and the applicable rate in subsection { )(@) of
this section of the value (the value calculated in accordance v'vitE section 320).

(d) For patural gas, a royalty at a rate per centum of the value (the
value calculated in accordance with section 320} as foﬂows:-

(i) for onshore and in areas up 0200 metres water depth ....7.5%

(i) in areasbeyond200 metreswaterdepth......... SR

(¢) Provided that in yespect of all new gas production commenced

~ from the offective daie, the above stated royalty rate shall be 0% for the first

three years of such production and the above rates shall only be applied from

the beginning of the fourth year.
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H (2) Where a PML produces pefreleum partly from areas as defined
2 under subseciion {1 {a) of this section, the weighted average royalty shall be
3 calculated in the following manner:

4 {a} by determining the total production of the PML from both

5 water depth areas; _

& {b) by determining the production on either side of the water depth

7 boundary based on the location of the well interseetions with the preducing

8 reservoirs; and

9 - {c} the weighted average royalty rate will be based on the volumes

10 determined under paragraph (b} multiplied by the relevant royalty rate in

[} refation to the total vohume determined under (a).

i2 12.-(1)The royalty rates based on value shall be applicabletocrude  Royaity rates
13 oil and condensates produced from production sharing contract areas and s on el
14 shall be based on the average value for the month from each PML for the

Is petroleum production as determined pursuant o section 320 hereof and

16 shafl be determined as folfows:

17 (a} 0% for a value from US § 0 per barrel and up to and including

8 US § 76 per barrei;

19 (b Yover US $ 70 per barrel and up to and inchading US § 110 per

20 barrel the royalty rate shall increase by 0.1 % royalty percentage for every

21 US$ 1 increase in value over US $ 70 per barrel:

22 {(c)over US § 110 and up to and mctuding US $ 150 per barrel the

23 royalty rate shall be 4% plus 3.2% royalty .percer;tage for every US § 1

24 increase in value over US $ 110 per barrel; -

- 25 {d)over US $ 150 and up to aﬁ_d including US $ 170 per barrel the
26 royalty raté shali be 12% plus §.3% royafty pérceniage forevery US § 1
27 increase in value over US $ 150 perbarrel, and
28 - (¢} overUS $ 170 per barel the "oyal*y rate sha]‘ be :8%

29 {2YTheroyaliy rates fornaturai gas shall be:
30 (a} 0% foravalue from US § O per miEE‘{Oﬂ Burupto én& including
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US 52 permiilion Bin;

(b) over US $ 2 per million Btu and up to and including US § 6 per
mitlion Btuy, the royalty rate shall increase by 0.3% royalty percentage for
every US 5 0.10 permillior Btu increase in value over US §2 per million Btu;

(c)over US § 6 per million Btu and up to and including US $ 10 per
million Btu the royalty rate shall be 12% plus 0.2% royalty percentage increase
for every US $ 0.10 per million Btu increase in value over US $ 6 per million -
By

{d) over US $ 10 per million Btu and up to and including US $ 15 per
million Btu the royalty rate shall be 20% plus 0.1 % royalty percentage increase
for every US $ 0.10 per million Btu increase in value over US $ 10 per million
Btu; and

(e) overUS $ 13 per million Btu the rate shail be 25%.

(3)The oil price levels and the US § 1 in subsection (1) of this section
and the gas price levels and the US $ 0.10 in subsection (2} of this section shall
be adjusted pursuant to section 2 hereof,

PART 5: NIGERIAN HYDROCARBON TAX

13.-(1)There shall be levied upon the profits of each accounting
period of any company engaged in upstream petroleum operations during that
period, a fax to be known as the Nigerian Hydrocarbon Tax ("NHT") as
provided for under section 17, such companies shall include:

(a) joint venture companies;

(b thie National Gil Company;

(c) holders of interests in petroleuin prospecting licences;

(d) holders of interests in pétroleum mining leases;

(¢) marginai field operators;

() indigencus petroleum companies; and

(g) any contractor to a production sharing contract or service contract

with anyone'of the companies under paragraphs () to (f} of this section.
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1 14.-(1) The due administration of this Part 5 shallbe in tine withthe  powers and
2 FIRS Establishment Act and under the care and management of the Service dues
3 who may do all such acts as may be deemed necessary and expedient for the
4 assessment and collection of the tax and shali account for all amounts 50
5 collected in a manner to be prescribed by the {Commission. _
6 15.-(1) Anything required to be done by the Service, in relation t0°  signification and =
7 the powers or duties specified in the First Schedule of this Act, rﬁay be “ ;ﬁt:;(;(:’il’lgzuties
& signified under the hand of the Executive Chairman of the Service, or of an
5 officer of the Service who has been authorised by the Service to signify from
10 fime to time, anything done or to be done by the Service in respect of such
il powers or duties. |
12 (2) Any authorisation given Ey the Service under or by virtue of
13 this Part 5 shall be signified under the hand of the Executive Chairman of the
14 Service unless such authority is sotified inthe F ederal Gazette.
15 (3) Subject to subsection (1) of this section, any notice or other
16 document to be given under this Act shall be validif:
17 (a) itis signed by the Executive Chairman of the Service or by any
18 person aufhorisedby the Executive Chaimman; or
19 (b) such notice or document is printed and the official name ofthe
20 Service js duly printed or stamped thereon.
21 (4) Every notice, aufhorisation or other document purporting to be
22 a notice, authorisation or other document duly given and signified, notified
23 or bearing the official name of the Service, in accordance with the provisions
24 of this section, shall be deemed fo be so given and signified, notified or
25 otherwise without further proof, until the contrary isshown.
26 (5) Every person having any official duty or being employed in the
27 adminisiration of this Act shall regard and deal with all documents,
28 information, returns, assessment lists and copies of such lists relating to the
29 incéme, chargeable profits or items thereof of any company, as secret and

confidential.
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(6) Every person having any official duty or being employed in the
administration of this Act shall regard and deal with all docurents,
information, retums, assessment lists and copies of such lists relating to the
income, chargeable profits or items thereof of any company, as secret and
confidential.

(7) No pefson appointed under or employed in carrying out the
provisions of this Act shall be required to pr(;duce in any court, any retum,
document or assessment, ot to divulge or communicate to any court any matter
or thing coming under his notice in the performance of his duties under this Act
except as may be hecessary for the purpose of carrying into effect the
provisions of this Act, or in orﬁer to institute a prosecution, or in the course of a
prosecution for any offence committed in relation to the provisions of this Act.

(8 Where under any law in force in any territory outside Nigeria
provision is made for the aliowance ofrelief from income tax and similar tax in
respect of the payment of income tax and similar tax in Nigeria or for the
exemption of incbme from income tax and similar taxes in respect of income
subject to income fax e.md similar taxes in Nigeria, the obligation as to secrecy
imposed by this se.ction shall not prevent the disclosure to the éuthorised
officers ot the Government in that territory of such facts asmay be necessary 1o
enable the proper relief or exemption to be given in cases where relief or
exemption is claimed from income tax and similar faxes n Nigeria or from
income tax and similar taxes in that territory. For the purposes of this
subsection, tax (as defined in this Act) shall be regarded as a tax similar fo an
incometax.

(9) Notwithstanding anything contained in this section, the Service
may permit the Auditor-General of the Federation or any officer duly
authorised in that behalf to have such access 1o any records or documents as
may be necessary for the performance of his official duties, and the Auditor-

General of the Federation or any such officer shall be deemed to be a person
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1 employed in carrying out the provisions of this Act for the purposes of this
2 section.
3 16.-(1}Where a notice is sent by registered post it shail be deemed dervice and
4 to have been served on the next day succesding the day on which the Zﬁ?ﬁ;ﬂe of
5 addressee of the registered letter containing the notice would have been
6 informed in the ordinéry course of events that such registered
7 letter is awaiting him at a post office, if such notice is addressed in
8 accordance with the provisions of subsection (3} ofthis section.
9 {2} Notice shall not be deemed to have beep served under this
10 subsection if the addressee proves that no notification, informing him of the
11 fact that the registered letier was awaiting him at a post office, was left at the
12 address given on such registered letter.
13 {3} Anotice to be served in accordance with subsection (1) of this
14 section sh-all be addressed:
15 (a) in the case of a company incorporated in Nigeria, fo the
16 registered office of the cotmpany; and Cap C20 LFN, 2004;
17 {b) in the case of a company incorporated outside Nigeria, either:
18 .(i) to the individual authorised to accept service of process under
19 the Companies and Allied Matters Act, at the address filed with the
20 Registrar-General; or
21 (i1) to the registered office of the company wherever it may be
22 situated.
23 {4y Any notice to be given, sent or posted under this Chapter D may
24 be served by being left at the appropriate office or address determined under
25 subsection (3) of this section, unless such address is a registered post ofﬁcé
26 box number.
27 17.-{1) There shall be charged a Nigerian Hydrocarbon Tax, which  Charee of tax
28 shall be a percentage pursuant to section 28(1) from its chargeable profit
25 from its upstream petroleum operations.
30 {2) Nigerian Hydrocarbon Tax shail be payable per company
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except in respect of any contraci area pursuant to section [.] of the Pets
Endusfry Agthereof and any production sharing contract area in existenc
to the effective date, wherein the tax shali be determined separately £
contractarea,

(3)With respect fo con itract areas pursuant to subsection (2}
section, payment of the Nigerian Hydrocarbon Tax shall be coliected
and such payment shall be subject to the sarme notice periods and procec. . .. -
provided for royalties in secﬁon 9.

{ 4}No dividend withholding tax shali apply on any div‘dend declared
by any c_ompany engaged in petroleum operations in so far as such proﬁn have
been subject to tax under the provisions of this Act or the Companies Income
Tax ActCapC21, Laws of the Federation of Nigeria 2004 as amended.

18.-{Mn relation to any accounting period, the income from
upstream petroleum operations of that period of a company shall be taken to be
the aggregate of ' )

(a) the value of all bitumen, crude oil and condensates spiked with
crude oil shall be the official selling price multiplied by the volume of the
fiscalised biturmen, crude oil and condensate ofthe company;

(b} the value of ali ﬁatural gas shall be the sum of proceeds from the

indiv%duai £as sales conracts,;

(c) the value of all nil and gas under subsection (2) of seciion 70 that

h{_s bef‘n dlSpDSEa of; and

{d)allincomes of the Comnany from that accounting period incidental
fo and arlsmg ﬁ'om one or more of its upstream petroleum operations.

(2)Tl e adjusted proﬁt of an accounting period shall be the profits of

that penod after the deductions allowed by subsection (1) of section 19.

(3) The assessable profit of an accountmg penod shall be the adjus’zed
profit of'that perlod afierar any deduction allowed under section 22.

(4) The chargeabie proﬁts of an accounting jeriod shall be the
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wells, but excluding an 2 Mpendifﬂre which is qualifying expenditure for the
purpese of the First Scheduie to this Act, and any expense or deduction in
respect of a liability incurred which is deductible under any other provision
of thig section;

(m} any expenditure, tengible or intangible directly incurred in
connection with the drilling of an exploration well and the next rwo
appraisal wells in the same Geld whether the wells are productive or not;
rovided that where a deduction may be given under this section in respect
of any such expenditure that expenditure shall not be treated as qualifying
drilling expenditure for the-purpose of the First Schedule to this Act:

(i) suns incurred by way of interest upon am y mogey berrowed by
such company, where the Service is satisfied that the interest was payablic on
capital employed in carrying on its upstream operations;

s  (0) ail sums by way of interest upon any loans, including inter-

company loans, or other debt obtained under terms prevailing in the open

‘market, where the Service is satisfied that such sum was payable on capital

employed in carrying on its upsiream operations;

{p) such other deductions as may be prescribed by any regulation
made underthis Act.

(2) Where a deduction has been allowed to a company under this
section in respect of any liability of the company and such liability or any

part thereof is waived or released the amount of the deduction or the part

thercof corresponding to such part of the lability shail, for the purposes of

section 18(1)(d), be treated as income of the company of IS accounting
eriod in which such waiver or release was made or siven.

20.(1)

provisions of this Part, {or the purpose of ascertaining the ad

any company of any accounting psriod from iis upsiream petroleum
operations or upstream gas operations, no deduction shall be allowed in

respect of;

JERHM
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{a} any disbursement or expenses noi being whaolly and exclusively
laid out or expended, or any lability not being a liabiiity wholly or exclusively
incurred, for the purpose of those operations;

{(b) any capital withdrawn or any sum employed or intended to be
empioyed as capital with the exception of any capital that may be employed
with respect io an petrolewn prospecting licence;

{c) any capital employed in improvement as distinct from repairs;

{d} any sum recoverable under any insurance or confract of
indemnity;

() rent or cost of repair to any premises or part of any premises not
incurred for the purpose of those operations;

{f) any amount incurred in respect of any income tax, profit tax, or
similar tax whether charged within Nigeria or elsewhere;

(g) the depreciation of any premises, buildings, structures, work of a
permanent nature, plant, machinery or fixtures;

{h) any payment to agy provident, savings, widows, orphans or other
society, scheme or fund;

(i) any customs duty on goods (including articles or any other thing)
jmported by the company for resale or for personal consumption of employees
oi the company,

(i) any expenditures related to petroleum exploration licences, except
for the purchase of information from licensees of a petreleum exploration
ficences;

k) any expenditure for the purpose of paying & penelty, inciiding gas

(ke renewal of 2 lease;
(m} all general, administrative and overnead expenses meurred
cutside Nigeria except where verified and approved by the Service in

accordance with procedures established by the Service;
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{n) twenty percent (20%) of any expenses, other than pursuart o
paragraph (m), incurred cutside Nigeria, except where such expenses relate
to the procurement of goods and/or services which are not availabie
domestically in the required guantity and guality subject to the approval the
Nigerian Content Develepmént and Monitoring Board;

(o) any costs aftributable to downstream petroleum operations not
covered by either an arm's length service or a purchase agreement except
where verified and approved by the Service in accordance with procedures
established by the Service;

{p) any legal and arbitration costs related to cases against the
Service or the Government of Nigeria, untess specifically awarded to the
conrpany during the legal or arbitration process except where applied for by
the company and is verified and approved by the Service in accordance with
procedures established by the Service;

() costs for which records do not exist or are not correct in any
material respect;

(r) costs incurred prior to the establishment of the company in
Nigeria;

(s) any cost resulting from any arrangement or event that arises
from fraund or wilful misconduct or negligence on the part of the company as
determined by a competent court;

(t} costs incurred in organizing or managing any partrership, joint
operating agreement, incorporated joint venture or other arrangement
between or among companies or any assignments, mergsrs or acquisitions
as well as the refated fee pursuant to the Petroleun Industry Act, provided
such fee in respect of any mergers or acquisitions shall be eligible for
treatment under the First Schedule of this Act.

{u) insurance costs where such costs are earned by the company or
an affiliate of the company, unless shown to be atarm's length and where it is

appliéd for by the company and is verified and approved by the Service in
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accordance with procedures established by the Service.

21.-(1) Where the Service is of opinion that any disposition is not in
fact given effect to or that any transaction which reduces or would reduce the
amount of any tax payable is artificial or fictitious, the Service may disregard
any such disposition or direct that such adjustments shall be made as liability to
tax as the Service considers appropriate so as to counteraci the reduction of
iiability to tax effected, or to counteract the reduction which would otherwise
be effected, by the transaction and the companies concerned shal! be assessabie
accordingly and in this subssction, the expression "disposition” includes any
Irust, grang, covenant, agreement or alrangement.

(2) For the purpose of this section, transactions deemed to be artificial
or fictitious, inciude:

(a} transactions between persons one of whom has control over the
other; or

(b) transactions between persons both of whom are controlled by
some other person which, in the opinion of the Service, have not been made on
the terms which might fairly have been expected to have been made by
independent persons engaged in the same or similar activities dealing with one
another atarm's length.

(3) Nothing in this section shail prevent the decision of the Service in
the exercise of any discretion given to the Service by this section from being
questioned in an appeal against an assessment in accordance with the
provisions of section 49 and on the hearing of the Federal High Court may
conflrm or vary any such decision including any directions made under this
section,

22.(1) The assessable profits of any company for any accounting
period shall be the amount of the adjusted profit of that period after the
deduction of:

(a) the amount of any foss incurred by that company during any

previous accounting period; and



2016

oo =1 Oy

1

[

ad

s

15
16
17
18
19

2
it

[}
B8]

o]
L

Petroleum Indusiry Fiscal Framework Bill, 2016

(b} in 2 case to which section 24 zpplies, the amount of any loss
which under that section is deemed to be a loss incuited by that company in
its trade or business during its first accounting period.

(2} A deduction under subsection (1} of this section shall be made
s far a3 possible from the amount, if any, of the adjusted profit of the first
accounting period after that in which the loss, was incurred, and, so far as it
cannot be so made, then from the amount of the adjusted profit of the next
succeeding accounting period and so on.

(3)Within five months after the end of any accounting period of a
company, or within such fuither time as the Service may permit in wrlting in
any instance, the company may elect in writing that a deduction or any part
thereofto be made under this section shall be deferred to and be made in the
succeeding accounting period, and may so elect from time to time in any
succeeding accounting period.

23.-(1)Without prejudice to section 33, where atrade or business of
upstream petroleum operations carried on in Nigeria by a company
incorporated under any law in force in Nigeria is sold or transferred to a
Nigerian company for the purpo.ses of better oreanisation of that irade or
business or the ransfer of its management to Nigeria and any asset
employed in that trade or business is so sold or transferred, then, if the
Service is satisfied that one of those companies has control over the other or
that both companies are controlled by some other person or are members ofa
recognised group of companies, the provisions set out in subsection {2) of
this section shatl have effect.

(2) The Service may:

(a) direct that the respective petroleum production shall be
attributable to the company from the date the sale or transfer takes place and
that the respective accounting period shall commence p’u_rsuant to paragraph
(ii) of the definition of accounting period pursuant to section 84 hereof;

(b) direct that the Nigerian company, acquiring the asset so sold or,

Trade or business
soid or transferred
to Nigerian company
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i6. +1)The chargeable profits of any company of any accounting period
shall be the amount of the assessable profiis of thatperiod after the deduction of
any amount to be allowed in accordance with the provisions of this section and
section ﬁ’].

{(2)There shall be computed the aggregate amount of all allowances
due te the company under the relevant provisions of the First Schedule to this
Act forthe accounting period.

(3yWhere the iotal amount of the allowances computed under
subsection (2) of this section cannot be deducted under subsection (1) of this
section owing to there being an insufficiency of or no assessable profits of the
accounting period, such total amount or the part thereof which has not been so
deducted, shall be added to the aggregate amount to be computed under
subsection (2} of this section for the following accounting period of the
company, and thereafter shall be deemed to be an allowance due to the
company, under the relevant provisions of the First Scheduls to this Act for that
following acconnting period.

{4) Cost categoriss under section 19 (p), {q}, (), (s}, () and (u) which
arc not deductible would also not qualify for capital allowances.

27.-(1) There shail be a general production allowance in order fo
encourage the production from oil fields determined monthly as follows:

(a} for onshore areas - the lower of US $30 per barrel or 30% of the
official setling price. up to a cumulative maximum production of 16 milkon
barrels per field development pian and the lower of US § 12 per barrel or 20%
of the official selling price for volumes exceeding 10 million barrels anduptoa
cumulative maximum production of 75 million barrels per field development
plan;

{b) for shallow water areas - the lower of US $30 per barrel or 30% of
the official selling price, up to a cumulative maximum production of 20 million
barrels per field development plan and the lower of US $ 12 per barrel or 30%

ofthe official setling price for volumes exceeding 20 million barrels and up to a
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H cumufative maximum production of 150 million barrels per field
2 development plan; and

3 {c) for deep water areas - the lower of US § 15 per barrel or 30% of
4 the official selling price, up to a cumulative maximum production of 250
5 million barrels per field development plan.

6 (2)There shall be a general production allowance in order to
7 encourage the development and production of new natural gas fields:

8 {a) The allowance shall be 50% of the value of the natural gas
9 production pursuant to section 8 or US $ 1 per million Btu, whichever is
10 lower:

1 (i) for onshore areas, up to a cumulative maximum of 1000 billion
12 standard cubic feet per field development plan;

13 (ii) for shallow water areas, up to a cumulative maximum of 2000
14 biilion standard cubic feet per fieid development plan; and

15 {iify for deep water areas, up to a cumulative maximum of 3000
i6 billion standard cubic feet per field development plan.

17 (b) In addition to the allowance in subsection 2{a} of this section,
i8 there shall be a general production allowance for the development of dry

19 gas fields of 100% of the value of the natural gas production pursuant to
26 section 320 or US § 1 per miliion Biw, whichever is ower:

21 {1) for onshore areas, up to a cumulative maximum of 1000 billion
22 standard cubic feet per field development pian;

23 (ii} for shallow water areas, up to a cumulative maximurm of 2000
24 billion standard cubic feet per field development plan; and

25 (iif} for deep water areas, up to a cumulative maximum of 3000
26 billion standard cubic feet per field development plan.

27 {3} There shall be a general production allowance in order io
28 encourage the condensate production from new gas fields of US § 20 per
28 barrel or 30% of the official seiling price, whichever vaiue is lower:

30 {a) for onshore areas, up 10 a cumulative maximum of 100 million
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barrels per field development plan;

(b) for shallow water arcas, up to a cumulative maximum of 200
million barrels per field development plan; and

(¢) for deep water areas, up to a cumulative maximum of 300 million
barrels per field development plan.

{4) The allowances provided in this section shali be allocated to
companies on the basis of the entitlement of the relevant barrels and for
production sharing contracts only cost oil barrels shall be taken into account to
allocate these allowances.

(5) The gas allowances pursuant to subsection (2){a) and subscction
(2)(b) of this section, as applicable, shall only apply to any gas
production which is subject fo royalties and where such gas is not utilized for
the purposes of reinjection.

{6)The total amount of the allowances computed under this section
shall be deducted from the amount determined pursuant to subsection (1) of
section 26, and where these aliowances cannot be deducted under subsection
(1) of section 26 owing to there being an insufficiency of or no assessable
profits of the accounting period the deductions shall be added to the aggregate
amount to be computed for the following accounting period of the company,
and thereafter shall be desmed to be an allowance due to the company, under
relevant provisions of the First Schedule to this Act for that following
accounting period.

(7) Where a field development produces any combination of crude
oil, condensate and natural gas, the allowances under subsections (1), (2)and
(3) of this section can be taken separately.

(8) Subject to the provisions of subsection (9) of this section and of
section 83 (1 (b )(iv) any field that on the effective date is in production or has
been in production shall not be eligible for the allowances under this section.
Notwithstanding the foregoing:

(a) any incremental production realised from a producing field
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through aredevelopment sanctioned by a new or updated field development
plan approved by the Commission shal} qualify for the aliowances provided
in this section; 7

(b) all new and existing crude oil, condensate and gas production
from deepwater shall be eligible for a general allowance of US $ 3 per barrel
ofoilequivalent.

{9} Marginal field operators shall be able to appiy the allowances
under subsection (1), (2) and (3) hereof for the full cumulative amounts
provided for in these subsections from the date suchnew leases are granted,

(10) The US $ denominated prices and values referred to in any of
the subsections of this section shall be adjusted pursuant to section 3 hereof.

28.-(1) Subject to provisions of section 83(1)(b )(v), the assessable
tax fer any accounting period of a company engaged in upstream petroleum
operations shall be a percentage of the aggregate value of the chargeable
profit from all upstream petroleum operations for that period as follows:

(a)for onshore and shailow water areas: 50%; and

(b)for deep water areas: 25%

(c) notwithstanding subsection (1 Ya) and (1 )(b) of this section,
the assessable tax for any accounting period of a petroleum company
producing an aggregate volume of not more than twenty-five thousand
barrels of oil equivalent per day shall be as follows:

(1) for onshore and shallow water areas: 40%; and

(ii) for deep water areas: ;20%.

(2) Where companies cafry on operations in both geographical
yones indicated under (a) and (b of subsection (1} hereof, they shall submit
separate tax returns for each zone. In this case:

{a) production shall be allocated ina similar manner as applicable
to royalties under section 11 (2),and

(b) applicable deductions and capital allowances for PML's for

which the production is entirely withina particular zone shall be atlocated to

Assessable tax
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such zone; and

{c)applicable deductions and capita! allowances for PML's for which
the productions takes place from two zones shalf be allocated pro- rata o the
production.

2%.-(1)Any person {other than company) who sngages in upstream
crude oil operations oy upstream gas operations either on his own account or
jointly with any other person or in partnership with any other person with a
view of sharing profits arising from those operations shall be guilty of an
offence. Where such person has benefitted from any profits on upstream crude
oil operations, such person shall be subject to the tax under this Chapter D of
Part Vil on such profits and shall pay a penalty as provided for under section
370.

(2)Where two or more companies are engaged in upsiream petroleum
operations either in ﬁartnership, in a joint operating agreement or in concert
under any scheme or arrangement the Minister may make rules for the
ascertainment of the tax to be-charged and assessed upon each company so
engaged, which may necessarily:

(a) provide for the apportionment of any profits, outgoing, expenses,
liabilities, deductions, qualifying expenditure and the tax chargeable upon
cach company;

() provide for the computation of any tax as if the partnership, joint
operating agreement, scheme or arrangement were carried on by one company
and apportion that tax between the companies concerned;

{¢) accept some other basis of ascertaining the tax chargeable upon
each of the companies which may be put forward by those companies; or

(d) contain provisions which have regard to any circumstances
whereby such operations.are partly carried on for any companies by an
operating company whose expenses are reimbursed by those companies.

(3)The rules__refefred to in subsection (1) of this sectio-n:

(a)shall be éxpressedto be of general application;
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(b) may be amended or replaced from iime to fime as may be
necessary.

(4 Rules made under this section shali notimpose a greater burden
of tax upon any company so engaged in any partnership, joint venture,
scheme o arrangement than would have been imposed upon that company
under this Act if all things enjoyed, done or suffered by such partnership,
joint operating agreement, scheme or arrangement had been enjoyed, done
or suffered by that company in the proportion in which it enjoys, dees or
suffers those things under or by virtue of that partnership, joint operating
agreement, scheme or arrangement. _

30.-(1} Notwithsianding the provisions of sec'tion 29(3), each
company shail be respensible for reporting its own upstream petroleum
operations proflts, cutgoings, sxpenses, qualify_ing expenditure and the tax
chargeableoniis upstream petroleumm operations.

31.-(1yThe manager or any principal officer in Nigeria of every
company which is or has been engaged in upstream petroleum operailons
shall be answerable for doing all such acts as are required to be done by
virtue of this Part 5 for the assessment and charge to tax of such company
and for payment of such tax.

32. (1) Where:

{a)acompany is being wound up; or

(b ywhere inrespect of a company areceiver has been appointed by
any Court, by the holders of any debentures issued by the ccmiﬁ;ny or
otherwise, the company may be assessed and charged to tax in the name of
the liguidator of the company or the receiver or any agent in Nigeria of the
liquidator or receiver and may be so assessed and charged to tax for any
accounting period whether before, during or after the date of the
appointment of the liquidator or receiver.

(2) Any such liquidator, receiver or agent shall be answerable for

doing all such acts as are required to be done by virtue of this Act for the

Each company
responsible

Manager of
companies to be
answerable

Company wound
up
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assessment and charge to tax of such company and for payment of such tax.

(3) Such liquidator or receiver under this section shall not distribute
any assets of the company to the shareholders or debenture holders thereof
unless he or she hasg made provision for the payment i full of any tax which
may be found payablerby the company or by such liquidator, receiver or agent
on behalf of the company.

33.-(1)Where a company which is or was engaged in upstream
petroleum operations transfers a substantial part of its assets to any person
without having paid any tax, assessed or chargeable upon the company, for any
accounting period ending prior to such transfer and in the opinion of the
Service one reason for such transfer by the company is to avoid payment of
such tax, then that tax as charged upon the company may be sued for and
recovered from that person in a manner simitar to a suit for any other tax under
section 367, subject to any necessary modification of the amount pursuant to
that section.

34.-(1)Every person answerable under this Act for the payment of tax
on behalf of a company may retain out of any money in or coming to his hands
or within his de facto control on behalf of such company so much thereof as
shall be suificient to pay such tax, and shall be and is hereby indemnified

against any person whatsoever for all payments made by him in accordance

with the provisions of this Aci.

35.-(1) Every company which is or has been engaged in upstream
petroleum operations shall for each accounting period of the company, make
up accounts of its profits or losses, arising from those operations, of that period
and shall prepare the following particulars:

(a) computations of its adjusted profit or loss aﬁd of its assessable
profits of that period, .

(b) in connection with the First Schedule to this Act, a schedule
showing:

(D the residues at the end of that period in respect of its assets;
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(i) all qualifying petroleum expenditure incurred by it in that
period;

(iii) the values of any of its assets disposed of in that period; and

(iv}the allowances due te it under the said schedule for that period.

(¢)acomputation of its chargeable profits of that period;

(d) a statement of other sums, deductible under the liabilities for
which were incurred during that period; |

(e)a statement of all amounts repaid, refunded, waived or released
to 1t, during that period;

{f) a computation of iis estimated tax for that period;

(g) self-assessment of actual tax due; and

{h) the evidence of remittance of the last instalment.

(2) Tvery company which is or has been engaged in upstream
petroleum operations shall, with respect to any accounting period of the
conipany, within {ive months after the expiration of that peried or within five
months after the date of publication of this Act in the Federal Gazette upon
enactment (whichever is later) deliver to the Service a copy of its accounts
(bearing an auditor's certificate) of that period, I;xade up in accordance wiih
the provisions of subsection (1) of this section, and copies of the particuiars
referred to in that subsection relfating to that period; and such copies of those
accounts and each copy of those particulars (not being estimates) shail
contain a declaration which shall be signed by a duly authorised officer of
the company or by its liquidator, receiver or the agent of such liquidator or
receiver, that the same is frue and complete and where such copies are
estimates each copy shall contain a declaration, similarly signed, that such
estimate was made té the best of the ability of the person signing the same.

36.-{1) The Authority, the National Oil d}nﬁpany and the
Commission shall provide information to the Service on:

(a) the approved budgets of joint ventures and for production

Roles of Nattonal
Cil Company and
Commission
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sharing contracts and information on project cost benchmarking and cost
monitoring;

(b) production, lifting or exported crude and natural gas, LNG, CNG,
NGLs, official sefling prices, American Petroleum Institute gravity of various
crude oil blends, schedule of shipping agents or companies invoived in lifting
crude oil, natural gas, LNG, CNG, NGLs stating names, addresses, quantity
and value of such products handied iifted;

(c)names and addresses of licensed companies in the petroleum
industry, schedute and approved cost of all exploration and appraisal wells,
schedule of licences or concessions granted categorised as o petroleum
srospecting licences and petroleum mining leases and payments made thereon,
production and lifting of crude oil specifying the affected terminals by the
Commission; and

(d) any other information that the Service may, by regulations,
requirg, from time totime.

(2)Subsection (1 ¥a) of this section shall be delivered to the Service
not later than thirty days after the approval.

{3)The information specified in subsection (1}(b) of this section shali
be delivered to the Service on or before the last day of the month following that
inwhich the production or lifting tock place.

(4YThe information specified in subsection {1)(c) of this section shall
be delivered to the Service as follows:

(a)names and addresses of such shall be delivered not later than
fifteen days after the issuance of licences to such companies;

(b} schedules and approved costs of all exploration and app%aisals
weils shail be delivered not later than thirty days after the approval; and

{c}schedules of licences/concessions granted shall be delivered on or
before the last day of the month following the granting of 1icences/cor‘1‘cession.

37.-(1)The Service may give notice in writing tc any company which

is or has been engaged in upstream petroleuth operations when and as often os
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1 the Service may require, requesting it to furnish within such reasonable time

2 as may be specified by such notice fuller or further information as to any of

3 the matters either referred to section 33, or as to any other matters which the

4 Service may consider necessary for the purposes ofthis Act.

5 38.-(1) For the purpose of obtaining full information in respect of  Power te call

6 any company's upstream petroleum operations the Service may give notice o

7 to such company requiring it within the time limited by such notice, which

3 time shail ot be iess than twenty-one days from the date of service of such

9 nofice, to complete and deliver to the Service any information called for in

i0 such potice and in addition or alternatively requiring an authorised

1 represeniative of such company or its liquidator, veceiver or the agent of

i2 such liguidator or receiver, t;) attend before the Service or its authorised

13 representative on such daie or dates as may be specified in such noticz and to

14 produce for examination any books, documents, accounts and particuiars

15 which the Service may deem necessary.

16 (2) If a company assessable to tax under the provisions of this Act

17 fails or refuses to keep books or accounts which, in the opinion of the

18 Service are adeguate for the purpose of ascertaining the tax, the Service may

19 by notice in writing require it to keep such records, books and accounts as

20 the Service considers to be adequate in such form and in such language as the

21 Service may in the said notice direct and, subject to the provisions of

22 subsections (3) and {4) of this section, the company shall keep records,

23 books and accounts as directed.

24 (3) An appeal shall lie from any direction of the Service made

25 ander this section to a judge of the High Court.

26 (4) Cn hearing such appeal the judge may confirm or modify such

27 direction and any such decision shall be final.

28 39.-(1) Not later than two months after the commencement of each R?ums Zﬁ
siimated 1ax

29 accounting period of any company engaged In upstream petroieum - "

30 operations, the company ¢hall submit to the Service a return, the form of
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which the Service may pfescrihe, of its estimated tax for such accounting
period.

(2) 1f, at any time during any such accounting period the company
having made a return as provided for in subsection (1) of this section is aware
that the estimate in such return requires revision then it shall submit a furtﬁer
return containing its revised estimated tax for such period.

(3) Where the further returns provided for under subsection (2) of this
section is not made, the Service shall impose interest ai the prevailing LIBOR
plus two percentage points for the differentiaf of actual tax over estimated tax
paid by the company.

(4) Every return submitted in accordance with subsection (1) of'this
section shall be subject to review and validation by the Service.

40.-(1)The Service may reject any estimated tax pursuant to section
351, if the estimates, in the opinion of the Service, are not refiective of current
circumstances and may replace the estimates by an assessment of the Service.

41.-(13Where it is shown by any company to the satisfaction of the
Service that for some good reason the company is not able to comply with the
provisions of section 35, within the time iimited by that section or any notice
given to it under sectioPE; 37 or 38, and within the time limited by any such
notice, the Service may grant in writing such extension of that time as the
service may consider necessary.

42.~(1) The Service shall proceed to assess every company with the
tax for any accounting petiod of the company as soon as may be after the
expiration of the time allowed to such company for the delivery of the accounts
and particulars provided for with respect to this Chapter.

(2)Where a company has delivered accounts and particulars for any
accounting period of the companjf, the Service may: |

(a) acceptthe same; or

(b} refuse to accept the same and proceed as provided in subsection

- (3) of this section upon any failure as therein mentioned and the like
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consequences shall ensue.

{3YWhere, for any accounting period of a company, the company
has failed to deliver accounts and particulars provided for in section 35
within the time limited by that section or has failed to comply with any
notice given to it under the provisions of sections 37 or 38 within the time
specified in such notice or within any extended time provided for within this
Agct, and the Service is of the opinion that such company is liable to pay tax,
the Service may estimate the amount of the tax to be paid by such company
for that accounting period and make an assessment accordingly, but such
assessmert shall not affect any liability otherwise incurred by such company
by reason of its failure or neglect to deliver such accounts and particulars or

to comply with such notices; and nothing in this subsection shall affect the

_ right of the Service to make any additional assessment under the provisions

of section 356.

43.-(1yWithout prejudice to any other power conferred on the
Service for the enforcement of pavment of tax due from a company that has
been properly served with an assessmeni which has become final and
conciusive and a demand notice has been served upon the company in
accordance with the provisions of this Part 5, or has been served on the
company or upon the person in whose name the company is chargeable,
then, if payment of tax is not made wi‘thin the time specified by the demand
notice, the Service may in the prescribed form, for the purpose of enforcing
payment of the tax due:

(a) distrain the taxpayer by his goods, other chattels, bond or other
securities; or

(b) distrain upon any land, premises or places in respect of which
the taxpayer is the owner and, subject to the provisions of this section,
recover the amount of tax due by sale of anything so distrained.

(2) The power to distrain under this section shall be in the form

contained in the Fourth Schedule to the Federal Inland Revenue Service

Powvers to distrain
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(Establishment} Act 2007, and such authority shall be sufficient warrant and
authority to levy by distraint fhe amount of tax due.

(3)For the purpose of levying any distraint under this section, an
officer duly authorised by the Executive Chairman of the Service may apply o
a Judge of the Federal High Court sitting in Chambers under oath for the issue
ofa warrant under this section.

(4) The Judge of the Federal High Court may on application made ex-
parte authorise such officer, referred to in subsection (3) of this section, in
Writing to exeoute any warrant of distraint and, if necessary, break open any
Building or place in the daytimé for the purpose of levying such distraint and he
or she may call to his assistance any police officer and it shall be the duty of any
police officer when sorequired o aid and assist in the execution of any warrant
of distraint and in lévying the distraint.

{3} Things distrained under this section may, at the cost of the owner
thereof, be kepi for fourteen days, atthe end of which time, ifthe
amount due in respect of tax and the cost and charges incidental to the distraint
are not paid, they may, subject. to subsection (8) of this section, be sold at any
time thereafter. 7

(6) There shall be paid out of the proceeds of sale, in the first instance,
the cost or charges incidental to the sale and keeping of the distraint, and the
residue, if any, after the recovery of the tax liability, shall be payable to the
owner of the things distrained upon demand being made within one year of the
sale or shall thereafier be forfeitad.

(7) In exercise of the powers of distraint conferred by this section, the
person to whom the authority is pranted under subsection (4) of this section

may distrain upon- all goods, chattels and effects belonging to the debtor

-wherever the same may be found in Nigeria.

(8) Nothing in this section shall be construed as authorising the sale of

any immovable property without an order of a Court of competent jurisdiction.
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44.-(1) Ifthe Service discovers or is of the opinion at any time that,
with respect to any company Hiable to tax, tax has not been charged and
assessed upon the company or has been charged and assessed upon the
company af a less amount than that which ought to have been charged and
assessed for any accounting period of the company, the Service may within
six years affer the expiration ofthat accounting period and as often as may be
necessary, assess such company with tax for that accounting period at such
amonnt or additional amount as in the opinion of the Service ought to have
been charged and assessed, and may make any consequential revision ofthe
tax charged or to be charged for any subsequent accounting period of the
COMpany.

{2) Where arevision under subsection (1} of this section resultsina
greater amount of tax to be charged than has been charged or would
otherwise be charged an additional assessment, or an assessment for any
such subsequeni accounting period shall be made accordingly, and the
provisions of this Act as to notice of assessment, objection, appeal and other
proceedings under this Act shall apply to any such assessment or additional
assessment and to the tax charged thereunder.

(3) For the purpose of computing under subsection (1) of this
section the amount or the additional amount ol tax for any accounting period
ofa company which oughtto have been charged, all refevant facts consistent
which subsection (3) of section 50 shall be taken into account &ven though
not known when any previous assessment oF additional assessment on the

company for that accounting period was being made or could have been

made.

(4) Notwithstanding the other provisions of this secticn, where any
form of fraud, wilful default or neglect has been committed by or on behalf
of any company in connection with any tax imposed under this Act, the
Service may, at any time and as often as may benecessary, for the purpose of

recovering any loss of tax attributable to the fraud,

Additionai
ASSESEINCIIS
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wilful default orneglect.

(5)With respect to the collection of any additional tax under this
section, section 39(3) shail apply.

45.-(1)Assessment of tax shall be made in such form and in sach
manner as the Service shall authorise and shall contain the names and
addresses of the companies assessed to tax or of the persons in whose names
any companies (wfth the'names of such companies) have been assessed to tax,
and in the case of cach company for each of its accounting periods, the
particular accounting period and the amount of the chargeable profits of and
assessable tax and chargeable tax for that perjod.

{2) When any assessment requires to beamended or revised, a form of
amended or revised assessment shall be made in a manner similar to that in
which-the original of that assessment was made under subsection (1) of this
section but showing the amended or revised amount of the chargeabie profits,
assessable tax and chargeable tax,

(3) A copy of each assessment and of each amended or revised
assessment shall be filed in a list which shali constitute the Assessment List for
the purpose ofthis Act.

46.-(1) The Service shall canse to be served personally on or sent by

registered post to each person whose name 20Dears on an assessment in ihe

Assessment List, a notice of assessment stBling ifs secounting neried and the

assessed upon the company, the place at which payment of the tax shouid be

made, and informing such company of i3 rights under subsection {2y of thiz
section,

(2) I any person in whose name an assessment was made in
accordance with the provisions of this Act disputes the assessment, that person
may apply to the Service, by notice of objection in writin s toreview and revise
the assessment so made on him; and such application shall be made within

twenty-one days from the date of service of the notice of such assessment and



2016

Petroleum Industry Fiscal Framework Bill, 2016

C 5891

WS

@& 00 =1 v B

shall state the ampunt of chargeable profits of the company of the
accounting period in respect of which the assessment is made and the
amount of the assessable tax and the tax which such person claims should be
stated on ’l(he noticé of assessment.

(3) The Service, upon being satisfied that owing to absence from
Nigeria, sickness or other reasonable cause, the petson in whose name the

assessment was made was prevented from making the application within

such period of twenty-one days shall, extend the period as may be

reasonable in the circumstances.

(4) After receipt of a notice of objection referred to in subsection
(2) of this section the Service may within such time and at such place as the
Service shall specify, require the person giving the notice of objection 1o
furnish such particulars as the Service may deem necessary, and may by
notice within such time and at such place as the Service shall specify, require
any person to give evidence orally or in writing resisting any matters
necessary for the ascertainment of the tax payable, and the Service may
require such evidence if given orally to be given on oath or if given in writing
tobe given by affidavit.

(5) In the event of aﬁy person assessed who has objected to an
assessment made upon him agreeing with the Service asto the amount of tax
iiable fo the assessed, the assessment shall be amended accordingly, and
notice ofthe tax payabie shall be served upon such person.

(6) If an applicant for revision under the provisions of subsection

'(2) of this section fails to agree with the Service the amount of the tax, the

Service shall give such applicant notice of refusal to amend the assessmént_
as desired by such applicant, and may revise the assessment to such amount
as‘tﬁe Service may determine and give such applicant notice of the revised
assessment and of the tax payable together with natice of refusal to amend
the re\:fised assessment and, wherever requisite, any refercnce in this Act te

an assessment or to an additional assessment shall be treated as a reference
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to an assessment or to an additional assessment as revised under the provisions
of this subsection.

47.-(1) No assessment, warrant or other proceeding purporting to be
made in accordance with the provisions of this Act shalibe quashed, or deemed
to be void or voidable, for want of form, or be affected by reason of a mistake,
defect or omission therein, if the same is in substance and effect in conformity
with oraccording to the intent and meaning of this Act or any Act amending the
same, and if the company assessed or intended to be assessed or affected
thereby is designated therein according to cominon intent and understanding,

{2) An assessment shall not be impeachable or affected:

{a) by reascn of amistake therein asto:

(i} the name of a company liable or of a person in whose name a
company 1s assessed; or

(ii) the ammount of the tax.

(b by reason of any variance between the assessment and the notice
thereof, if in cases of assessment, the notice thereof be duly served on the
company intended o be assessed or on the person in whose name the
assessment was to be made on & company, and such notice contains, in
substance and effect, the particulars on which the assessment is made.

48.-{1YTax computations made under this Part 5, including any
assessments made under section 42, shall be made in US dollar.

49.-(1) Subject to Section 59 of the FIRS Act and the Fifth Schedule
thereto, every company appealing shali appoint an authorised representative
wheo shail attend before the court in person on the day and at the time fixed for
the hearing of its appeal, but if it be proved to the satisfaction of the judge that
owing to absence from Nigeria, sickuess or other reasonable cause any duly
appointed representative is prevented from attending in person at the hearing of
the company's appeal on the day and at the time fixed for that purpose, the
judge may postpone the hearing of the appeal, for such reasonable time ashe or

she thinks necessary for the attendance of the appellant’s representative, or he
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or she may admit the appeal to be made by any other agent, clerk or servant
ofthe appellant, on its behalf or by way of written statement.

(2) Twenty-one clear days' notice shall, unless rules made
hereunder otherwise provide, be given to the Service of the date fixed for the
hearing of the appeal.

(3) The onus of proving that the assessment complained of is
excessive shall be on the appellant.

(4) The judge may confirm, reduce, increase or annul the
assessment or make such order thereon as to hlin may deem ﬁt;

(5) Notice of the amount of tax payable under the assessment as
determined by the judge shall be served by a duly authorised representative
ofthe Service either personally on or by registered postto the appellant.

(6) Notwithstanding anything contained in this Act, if in any
;;articular case, the judge from iflformation given at the hearing of the
appeal, is of the opinion that the tax may not be recovered, he or she may on
application being made by or on behalf of the Service require the appellant
to furnish within such time as may be specified security for payment of the
tax and if such security is not given within the time specified the tax assessed
shail become payablé and recoverable forthwith.

(7) All appeals shall be heard in camera, unless the judge shall, on
the application of the appellant, otherwise direct.

(8) The costs of the appeal shall be in the discretion of the judge
hearing the appeal and the judge shall fix asum.

(93 The Chief Judge of the Federal High Court may make rules
providing for the method of tendering evidence before a judge on appeal, the
conduct of such appeals and the procedure to be followed by 2 judge upon
stating a case for the opinion of the Court of Appeal.

(10) Pending the making of any rules under this subsection, the
rules applicable in civil appeal cases from Magistrates Court to the High

Court of Lagos State shall apply to any appeal or to any such procedure for
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{11} An appeal against the decision of the judge shall lie to the Court
of Appeai:

(a)at the instance of the appellant where the decision of'the judge is to
the effect that the correct assessment ‘of fax is in the sum of US '$J1 000 or
upwards; and

{b)at the instance of the Service where the decision of the judge is in
respect of a matter in which the Service claimed that the correct assessment of
tax was in the sum of US § 1000 or upwards.

58.-(1 YWhere:

(a) no valid objection or appeal has been lodged within the time
limited by either section 46 or 49, as'the case may be, against an assessment as
regards the amount of the tax assessed thereby;

(b ywhere the amount of the tax has been agreed to under subsection
{5)ofsection 46,

{c) the amount of the tax has been determined on objection or revision
under subsection (6) of section 46; or

(d) on appeal, the assessment is made, agreed to, revised or
determined on appeal, as the case may be, the said assessment shall be final and
conclusive for ail purposes of this Act as regards the amount of such tax, and if
the full amount of the tax in respect of any such final and conclusive assessment
is not paid within the appropriate pericd or periods prescribed in this Act, the
provisions thereof relating to the recovery of tax, and to any penalty under
section 53 shail apply and any late payment of tax shall be subject to an interest
rate of LIBOR plus 2%.

{2YWhere an assessment has become final and conclusive, any tax
overpaid shall be refunded pursuant to the FIRS Act 2097,

(3) Nothing in section 46 shall prevent the Service from making any
assessment or additional assessment to tax for any accounting period which

does not involve re-opening amy issue on the same facts which has been
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determined for that accounting period under subsection {5) or (6) of section
46, by agreement or otherwise or on appeal.

51.-(1) Collection of tax shall in cases where notice of an objection
or an appeal has been given remain in abeyance, any pending proceedings
for any instalment thereof being stayed until such objection or appeal is
determined but the Service may in any such case enforce payment of that
portion of the tax (if any) which is not dispute.

52.-(1} Subject to the provision's of section 44, tax for amy
accounting period for upstream petroleum operaﬁons shall be payable in
equal monthly instalments together with a final instalment as provided in
subsection (4) ofthis section.

{2) The first monthly payment shall be due and payable not later
than the third month of the accounting period and shall be in an amount
equal to one-twelfth or, where the accounting period is les.,s than a year, in an
amournt equal to monthly proportion, of the amount of tax estimated to be
chargeable for such aceounting period in accordance with section 39.

(3) Each of the remainder of monthly payments to be made
subsequent to the payment under subsection (2} of this section shall be due
and, payabie not later than the last day of the month in question and shall be
in an amount equal to the amount of tax estimated to be chargeable for such
period by reference tc the latest returns submitted by the company i

N T AN A o S P "0 tagw P A N
accordance with subsection {_’; O 30001 2%, JC88 30 INUCH a5 248 2iSady

been paid for such aceounting period divided by the number of such of'the
monthly payments remaining to be made in respect of such accounting
period.

(4} Afinal instalment of'tax shall be due and payable upon the filing
of the annwal tax returns and shall be the amount of the self- assessment for
that accounting period less so much thereof as has already been paid under
subsection {2)and (3) of this section or is the subject ef proceedings.

(5) Any instalments on account of tax estimated to be chargeable

Procedurg in
cases where
objection or
appeal is pending

Time within which
pavment is to be
made
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shall be treated as tax charged and assessed for the purposes of section 33 and
55.

(6) The Service shall impose interest at arate of LIBOR plus 2%,

(7) For the purposes of subsection (1) of this section, the conversion
of the timing of payments of tax to provide for the making of monthly payments
shall be given effect by a regulation to be made by the Minister pursuant to this
Act

53.-(1 ) If any tax is not paid within the period stipulated in section 52:

(a) a penalty equal io 10 per cent per annum of the amount of tax
payable shall be added thereto, and the provisions of this Act relating to the
collection and recovery oftax shail apply tothe collection of such sum;

(b) the tax due shall incur interest at LIBOR plus 2% from the date
when the tax becomes payable until it is paid and the provisions of this Act
relating to collection and recovery of tax shall apply to the collection and
recovery of the interest;

(¢) the Service shall serve a demand note upon the company or person
in whose name the company is chargeable, and if the payment is not made
within one month from the-date of service of such demand note, the Service
may proceed to enforce paymentas provided in this section;r

(d) the penalty and interest imposed under this subsection §hai1 notbe
deemed to be part of the tax paid for the purpose of claiming reliel u‘rllder any of
the provisions of this Act:

(2) Any company which without lawful justification or excuse fails to
pay the tax within the peviod of one month prescribed in paragraph (b) of
subsection (1) of this section, commiis an offence under this Act, and the
burden of proof of such justification or excuse shail be on the company.

(3) The Service may, for any good cause shown, remit the whole or
any part of the addition due under subsection | of this section.

54.-(1)Where payment of tax in whole or in part has been held over

pending the result of a notice of objection or of appeal, the tax outstanding
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i under the assessment as determined on such objection or appeal as the case
2 may be shall be payable forthwith as to any part thereof in proceedings
3 stayed penrding such determination and as to the balance thereof within one
4 month from the date of service on the company assessed or on the person in
3 whose name the company is assessed, of the notification of the tax payable,
6 and if such balance is not paid within such period the provisions of section
7 53 shallapply.
8 55.-(1) Tax may be sued for and recovered in a court of competent  Suit for Tax by
Q jurisdiction at the place at which payment should be made, by the Service in (e porrs
10 s official name with full costs of suit from the company assessedto such tax
11 or from the person in whose name the company
12 is assessed to such tax as a debt due to the Government ofthe Federation.
13 {2} For the purposes of this section, a court of competent
14 jurisdiction shall include a magistrate's court, which court is hereby invested
15 with the necessary jurisdiction, if the amount claimed in any suit does not
16 exceed the amount of the jurisdiction of the mégistrate concerned with
17 respect to personal suits.
18 ' (3) in any suitunder subsection (1) of this section the préduc‘tion of
19 a certificate signed by any person duly authorised by the Service giving the
20 nare and address of the defendant and the amount of tax due by the
21 defendant shall be sufficient evidence of the amount so due and sufficient
22 authority for the court to give judgment for the said amount.
23 .56.-(1) If any person who has paid tax for any accounting peripd Relief in respect
24 alleges that any assessment made upon him or in name for that period was e
23 excessive by reason of some error or mistake in the accounts, particulars ot
26 other written information supplied by him to the Service for the purpose of
27 the assessment, such person may at any time, not later than six years after the
28 end of the accounting period in respect of which the assessment was made,
29 make an application in writing to the Service for relief.
30

(2)On receiving any such application the Service shail inquirs into
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the matter and subject to the provisions of this section shall by way of

- Tepayment of tax give such relief in respect of the error or mistake as appears to

the Service to be reasonable and just.

(3)No relief shall be given under this section in respect of an error or
mist_ake as to the basis on which the liability of the applicant dught to have been
computed where such accounts, particulars or infénnation was in fact made or
given on the basis or in accordance with the practice of the Service generally
prevailing at the time when such accounts, Particular or information was made

or given.

(4) In determining any application under this section the Service shall

_have regard to ali the relevant circumstances of the case, and in particular shal

consider whether the granting of relief would result in the exclusion from
charge to tax of any part of the chargeable profits of the applicant, and for this
purpose the Service may take into consideration the liability of the applicant
and assessments made upon him in respect of other yeérs.

(5) No appeal shall lie from a determination of the Service under this
section, which determination shalt be final and conclusive.

57.-(1)Save as otherwise expressly provided in this Act, no claim for
the repayment of any tax overpaid shall be allowed unless it is made in writing
within six years nexi after the end of the accounting period to which it relates
and if the Service disputes any such claim it shall give to the claimant notice of
refusal to admit the claim and the provisions of the relevant sections ofthis Part
5 shall apply with any necessary modifications.

(2) The Service shall give a certificate of the amount of any tax to be
repaid under any of the provisiéns of this Act or under any order of & court of
competent jurisdiction and upon the receipt of the certificate, the Accountant-
General of the Federation shall cayse repayment to be made in conformity
therewith.

38.-(1) Any person guilty of an offence against this Act or of any rule

made there under for which no other penalty is specifically provided, shal! be
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decla1at1on not;ce cemﬁcate or othes document whatsoever' or

any o‘fher enactment or law be;ng 2 d

liable to a fine of US pY 1{) 000, and where such offence is one under
subsectxon (1) of secfton 29 orisa failure to submxt a return under section
39, orisa fatlule arssmg from the prowsmns of $ections 35 tthUUh 41 to
dehver accounts partlculars or mfom‘ntlon or te keep recmds reqmred a

surther sum of US $2, OOD for each and every day durlng which such offence

or faliure contmues and in detault of payment to 1mprlsonment for six
months the hﬁb]th for such further ‘sum to commence from the day

f llowsnU the convmtaon orfrom such day thereafter as the cout may order.

{2} Any person whe

(a) fads to comply w1th the requsrements ofa notice served on him

[T

under thlS Aet
{b) havmg a duty S0 to do, fails to compiy ‘with the prov1ssons of
secf10n35 CEm e
(c) wrfhout sufﬁc:lcnt cause fails to attend in answer to a nofice or
summons served on him under this Act or having attended £ails Lo answer

any questmn awtu]iy puttohlm or

(d) falls HY submst any return 1eqnned ‘to be submiited by the

'relevant sectlons of ttns Chapter shall be gmlty GFan offence.

(3) Any offence in respect of Wthh a penalty s prowded by

subsectlon {1 ) of this seetlon shail be deemed 10 oocuT in Abu]a
h 39 (1)Anypersonwho T

(a) makes or SJgns or causes o be made or s1gned or delivers or

causes te be de]weled to the Servlc:v or any off icer of the ‘Serv*ce any

NG

N PR SR I P

{b) makes any statement inanswer to any questlon orenquiry put to

L

lnm bv an ofﬁcer whwh he or she is requn ed to Answer by orimderthis Actor

i!
produced o1

Tt byerinys iy r;{ .-

made for anv purpose of tax Wthh is untrue in any mater;a] partlcui

1({)

',‘.('-:‘:.fl e ,{ i [‘-,:i;:

R

(7) “Where by reasone any uch document or"statement reqwred o

TN {3

False stalcments
and retumns
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be produced under subsection (1) of this section the full amount of any tax
payable is not paid or any overpayments made in respect of any repayment of
tax, the amount of tax unpaid or the overpayment shall be recoverable as a debt
duetothe Service.

(3} Any person who commits an offence under this section shall be
liable on conviction to a fine of US $ 1,000,000 and 109 per cent of the amount
of tax unpaid or overpayment made in respect of any repayment or fo
mmprisonment for a term of three years or to both such fine and imprisonment.

60.-(1) Any person who is appointed for the due administration of this
Actoremployed in connection with the assessment and collection of a tax who: |

(a) demands from aity comparny an amount in excess of the authorised
assessment of the tax:

(b) withholds for his own use or otherwise any portion of the amount
oftax collected;

(¢} renders a false return, whether orally or in writing, of the amount
of tax collected or received by him;

(d) defrauds any person, embezzles any money, or otherwise uses his
position to deal wrongfully with the Service;

{e) steals ormisuses Service documents; or

(f) compromises on the assessment or collection of any faxes,
commits an offence and shall be liable on conviction to a fine equivalent to
two-hundred per cent of the sum in question or to imprisonment for a term of
three years or to both such fine and imprisonment. -

61.-(1)Tax assessable on any comparny, whether or néyt an assessment
has been made, shall, if the Service so | directs, be recoverable from any
payment made or to be made by any person to such company.

(2)Any such directive referred to in subsection (1) of this section may
apply to any person or class of persons specified in such directive, either with

respect to all companies or a company or class of companies, liable to payment

of income tax.
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(3) Any directive under subsection (1) of this section shall be in
writinng addressed tothe person or published in the Federal Gazette.

(4) Ta determining the rate of tax to be a‘pplied to any payments
made to a company, the Service may take into account:

(a) any assessable profits of that company for the year arising from
any other source on which income tax is charpeable under this Part; and

(b) any income tax or arrears of tax payable by that company for
any of the six preceding years of assessment.

(5) Income tax recovercd pursuant to this by deduction from
paymetits made to a company shall be set-off for the purpose of collection
against tax charged on such company by an assessent.

{6) For the purposes of this, the rate at which tax is to be deducted
and the nature of activities and the services for which a company making the
payment is to deduct tax and the date when the payment is made or credited
which ever first occurs shall be in accordance with the regulations to be
issued by the Minister respansible for Finance acting on the advice of the
Service with the approval of the Federal Executive Courncil.

62.-{1)Income tax assessable on amy COFAY, partnership or
person (whether ornot resident in Nigeria) who provides services refated to
upsiream: pefrolewn operaticns and related activities to a company caTying
on upstrean: petroleam operations in Nigeria, whether or not an assessipent
has been made, shall be recoverable fromany payment{whether or notmade
i Nigeria) nade by amy personto such company, partnership or person.

(7)) For the purpose of this section, the rate at wihich tax to be
deducted and the natuve of the activities and services For which a-company
making the payment is to-deduct tax and the date whenthe payment is. made
ar créditﬁ:d, whichever, fitst. eccuss,. shall be as specified in Government
Notics Na.. 450, Official Gazette Ne 34, Volume 72 of 27th June, 1985 or
any GovernmentNodice replacing it. '

(3):A company which has deducted tax under this section shall

Deduction of tax
at source
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forward to the Service the amount of tax deducted and shall ajso forward a
statement showing the name and address of the person who suffered the tax
deduction and the nature of activities or services in respect of which the
paymert was made.

(4} Income tax recovered under the provisions of this section by
deduction from payments made to a company, partnership or person shall be
set-off for tne purposes of collection against tax charged on such company,
partnership or persons by an assessment; provided that the total of such
deductions does not exceed the amount of the assessment.

63.-(1) The institution of proceedings for or the imposition of, a
penalty, fine or term of imprisonment under this Part 5 shall not retieve any
person from liability to payment of any tax for which he or she is or may
become liable.

64.-(1) No prosecution in respect of an offence under sestion 60 may
be commenced, except at the instance of or with the sanction of the Service.

65.-(1) The provisions of this Part 5 shall not affect agy criminal
proceedings under any other Act or law. .

66.-(1) If the Minister responsible for Finance acting on the advice of
the Service by order deciares that arrangements Specxﬁea in the order have
been rnade with the Govemment of terr;tory out31de ngena with a view to
affording relief from double taxation in lelation to tax imposed under the
provisions of this Act nnd any tax of a simifar cnnracter inﬁposed by the laws of
that temtory, and that it is expedlent that those arranoements should have
effect, the arrangements shall have effect notwnhstanc‘mg anytmng in amy
enactment. '

(2) The Minister respons1ble for F inance act1n0 on the advice of the

Service may make rules for canylng out the pr‘OViS‘OnS of any arrangements

havmg effect under this section.

(3) An order made undpr the prowsmns of subsecnon (1) of this

section may mclndu pr0v151ons f01 rehef from tax for accomtlng persods
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1 commencing or terminating before the making of the order and provisions as
2 to income {which expression includes profits) which is not itself liable to
3 double taxation. _
4 (4} Where, before the publications of this Act in the Federal
5 Gazette upon enactment, any order has been made under the provisions of
6 section 33 of the Personal Income Tax Act and the arrangements specified in
7 that order, with any medifications, are expressed to apply to a tax in a
3 territory outside Nigeria and to income tax in Nigeria aﬁd to any other taxes
9 -of a substantially similar character either imf)osed in that territory or Nigeria
i0 or imposed by either contracting party to any such arrangements after those
11 arrangements came inio foree and:
1.2 (a) such order was made before the 1st day of January, 1958, then,
13 for the purposes of this Act, that order shall be deemed to have been made
4 under this section on that day and those arrangements shall have effect, in
15 Nigeria, as respects tax for any accountingperiod; or
16 (b} such order was made on a day after the year 1957, then, for the
17 purposes of this Act, that order shall be deemed to have been made under this
i8 section on that day and the arrangements specified therein shail have effect,
19 in Nigeria, as respects tax for any accounting period beginning on or after
20 the date when those arrangements come into force and for the unexpired
21 portion of any accounting period current at that date.
22 (5) The Minister responsible for Finance acting on the advice ofthe
23 Service may by order replace or vary any order deemed to have been made
24 under this section for the purposes of this Act, without otherwise affecting
25 _ such last mentioned order for the purpose of any other Act.
26 67.-(1) In this section Method of
calculating refief
27 “foreign tax” means any tax payable in that territory which, under the 200 3&:‘1;‘1‘;650?7
28 arrangements, is to be so allowed; and
29 "income” means that part of the profits of any accounting period which is
30

Tiable to both tax and foreign tax, before the deduction of any tax, foreign
t.
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tax, credit therefore orrelief granted under subsection (6) of this section.

(2} The provisions of this section shall have effect where, under
arrangenents having effect under section 66, foreign tax payable in respect of
any income in the territory with the Government of which the arrangements are
made is allowed as a credit against tax payable in respect of that income in
Nigeria.

{3) The amount of the credit admissible to any company under the
terms of any such arrangements shall be set off against the tax chargeable upon
that company n respect of the income, and where that tax has been paid the
amount cfthe credit may be repaid to that company or catried forward against
the tax chargeable upon that company of any subsequent accounting period.

{4) The credit for an accounting period shalil not exceed whichever is
the less of the following amounts, that is to say: .

(a)the amount of the foreign tax payable on the income; or

(b) the amount of the difference between the tax chargeable under this
Act before allowance of credit under any arrangements having effect under the
relevant sections of Part 5 of this Act and the tax which would be so chargeable
ifthe income were excluded in computing profits.

(5} Without prejudice to the provisions of subsection - @) of this
section, the total credit to be allowed to a company for any accounting period
for foreign tax under all arrangements having effect under section 64 shall not
exceed the total tax which would be uitimately borne by that compaﬁy, for that
accbunﬁng period, if no such credithad been allowed.

(6) Where the income includes a dividend and under the arrangements
foreign tax not chargeable directly or by deduction in respect of the dividend is
to be taken into account in considering if any, and if so what, credit is to be
given against tax in respect of the dividenii, the afnount of the income shall be
increased by the amounti of the foreign tax not so chargeable which falls to be
into account in computing the amount of the credit.

(7) Where the amount of the foreign tax atfributabie to the income
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exceeds the credit therefore computed under subsection {4} of this section,
then the amount of that income, to be included in computing profits for any
purposes of this Act other than that of subsection (4) of this section, shall be
taken to be the amount of that ncome increased by the amount of the credit
therefore after deduction of the foreign tax.

(8} Where

(a) the arrangements provide, in reiation to leidends of some

.classes, but not in relation to dmdends of other classes, that foreign tax not

chargeab}e directly or by deduction i in respect of dividends is to be taken into
accountin censldermg ifany, and if so what, credit is to be gwen against tax
inrespectofthe d1v1dends and '

(b) a leldend is paid- which isnotofaclassin relation to which the
an'antrements S0 prowde then, if a diVldena is paid to.a company wh;eh

controls, d}reetiv or indirectly, not less than half of the voting power in the

. company payiﬂg the dividends, credit shall be ailowed as if the dividend.

were adividend ofa class in relation to wh_ieh the aﬁeﬂgemeﬁts ‘so.provide. X

(%) ‘Any claim for an allowance by way of credit shall be made not
later than three years after the end of the accounting period, and ir: the event
of any dispute as to the amount allowable the Service shall give to the
¢laimant notice of refusal to admit the claim which shiall be subject to appeal
in like manner as an assessment.

(1 0) Where - the amount of any ered:t given zméer the arrangements

is rendered excessive or 1nsufﬁc1ent by 1Eason of any adjnstmeni of the

amount of any tax payable either in Nigeriaor elsewhere nothing in this Act

: hmitmg the fime for the makmg of assessments Or ckamis for repayment of

tax shall apply to any assessment ar claim to which i:he adj usimentg givesrise,

being an assessment or claim made nnt later thaﬂ three years from the time

when all such assessments adjustments and other. determmanon have been )

made whether in \Ilgerla or eisewhere, as are matenal in determmmg

whether any, and ifso that credit faﬂs tﬂbe gwen '
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(1) Where a company is not resident in Nigeria throughout an
accounting period no cret.li shall be admitted in fespea of any income included
mthe proﬁts of that company ofthat period. .

68.-(1) At any time after the effective date, the Minister may by

regulation amend or delete any of the powers or duties specified in the First
Schedule or include therem additional powers or duﬁes
- PART 6: PRODUCTION SHARING CONTRACTS AND OTHER CONTRACTS
"OF THE NATIONAL OIL COMPANY”

69.-(1) The National Gil Company may at its discretivn enter into
production shaﬁng--tontracts or enfer into any other contracts pursuant to
section {.] ofthe Petro}eum Industry Act.”

(2)Any contract ofthe Natisnal O} Company as concessionaire shali
contain asa n‘nmmum the fiscal provisions provided forin Part 6 of this Act.

(3) Each co_ntract shall be subject to the’éon‘ditions of the petroleum

prospecting licences and petroléum mining leases as defined in' Petroleum

 Industry Act. .

70.-(1) All 'contrécts including production shéring contracts shall be
subject to the rents, royalties and tax provisions 'cbntafned in this Act, as
clarified in the further subsections ofthis section.

C(2)All companies comprising the contractor of a coniract shall pay
Companies Income Tax and Nigerian Hydfocarbon Tax directly to the Service
on their share of cost petroleum, profit petroleum and any other share of
petroleum and on any remuneration under conftracts pursnant to section [.] of -

the Petroléum Industry Act, and any or on their remuneration, as well as any

~cost petrolenm and - profit petroleum fror production sharing contracts in

existence prior ‘to the vf’fec‘cl\i‘e date, ‘as weH as-incidental incoime that the
companies may have obtamed as’a result of the operations under the conitract,
(3¥The Natzonal Oil Comnany shall pay the rents underthls Pars tothe

Commission."

(4) The National Oil Company shall take the royalties under this Part
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1 inkind on a monthly basis and shall pay the eq'tli\/alent amount in cash to the

2 Commission. _

3 {5) The National Oil Company shali not inciude any provisions in

4 the contract that would lower the rents, royaﬁi'es or taxes established under

5 this Part. |

] 71.-{1) Contracts may contain _tf:e Bonuses, which shall be }um}ﬁ Bonuses

7 SUM amcunt_é in cash or in production as fo!iowé: i

8 {a) asignature bonus in cash; 7

G (b émde oil production bonusés, bésed-en daily or cumulative

10 production, to be paid incash or in crude {)ii Tar

11 {c) gas production bonuses. 'basea on daily or cumulative

2 praduction, to be paid in cash or innatursbeas.

13 {(2) Signature bonuses and the productior: benuses shall not be

14 recoverable as cost petroleum for purposes of a production sharing contract.

i5 {3) The National Oil Company shall deposit any signature bonuses

16 and prcduct.ion bonuses in the account éstablished for that purpose by the

17 Commission. _

18 TZ.-(1) I};i case of production sharing contracts, the .available Availabie
pe’froiegm in

19 -petroleum, cost petroleum and profit petroleum shall be determined g;zfi!:gf;mmm

20 separately foreach production sharing contract.

21 {2) The production share between the licensee and contractor for

22 crude o1l and condensates shall be determined based on the available oil,

23 which shail be the total amount of crude oil and condensates produced each

24 month as determined pursuant to section 3240, less the royalty equivalent as

25 paid pursuant .1:0 section 70(4}.

26 (3) The production share between the licensce and contractor for

27 natural gas shall be determined based bn-the availabie gas, which shallbe the

28 total amount of natural gas produced each month as determined pursuant to

29 section 8, less the royalty equivalent as ﬁaid pursuant to subsection 70(4),

30

{4} The production aliosationlbetwéén the licensee and contractor
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for petroleum shall be determined based on the available peimleufn which shali
be the total amount of pétrdieum preduced each month as déierm ined pursuant
tosection 8, less the royalty equivaient as paid pursuant to subsécti(}n TO(4).

73.-(1) Where a confract requires the valuation of petroleum such
valuation shall be based on the same values as are appiicable to royaities under
section 8.

74.-(1} T‘ne contraétor under a production siwéring contract shall be
responsible for ali costs.re!ated tothe upsiream petrolenimn operations and shail
incur these costs at its own risk. Such costs shall be deductible under Nigerian
Hydrocarbon Tax and Compaﬁies Income Tax unlesé specifically disallowed
pursuatt to the provisions of this Act for NHT purposes and the Companies
Income Tax Act for Companies Income Tax purposes. -

75.-(1) The recovery .of. costs in the Torm of cost petroleum shall
inchude ali costs defined as recoverable in the prddactioﬂ sharing contract.

(2) Where any such costs specified in subsecﬁbn (i) hereof are not
recovered befors the last déy of the coﬁtfact as cesf petroleum, such costs shall
be non-recoverable. ‘

(3) All costs under subsection (1) shall be recovered in accordance
with the accounting ﬁrocedure annexed to the production sharing contract,
where such costs are recoverable pursuant to Part 6 ofthis Act.

76.-(-1) Associated gas prodﬁced with crude 6if will be allocated as
defined in section 72(2) of this Act.

77. -(l)Under the accounting procedure of a production sharing
contract the foﬂowmg revenues earned under the contract shall be credited
againstrecoverable costs:

() the proceeds of any insurance or claim in connection w1th the
upstream petro leum operations orany assets chargedto the accounts;

(b)anylegal costs claimed and subsequently recovered;

{c) reyenues eamed from thlrd pames for the use of property orassets,

for the delivery of any services by the contractor or for any information or data;
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{d} any discounts or adjustments earned by the contractor from the
suppliers/manufacturers o_r_their agents in connection with goods purchased
or defective equip;ﬁeni or materials, the costs of which were previously
charged to the accounts, “ |

(e) remals remrads or ather credits eamed by the contraetor which
apply 0 any charge which has been made tothe accounts;

(f) earnings from the dlsposai of assets, app’lvmg the valuation

criteria for materials established in the accounting procedure annexed to the

- contract;

(g) in case contractor sells, exports or u’ansfers any material,
equipment or supplies to affiliates or other entrﬂes or perscms the value of
such transfer shall be cremted to the costs Wiueh were prevmusly charged to
the accounts; and

(h) such other revenues as may be 1dent1ﬁed in the accounting
procedure to be credited agamst recoverable costs.

. 78.-(1)The available petroleum less the cost petroleum shall be
profit petroleum.

79 (1 YThe Nationa} Oil Company shall carry out such audits as

reqmred for a period of three yea:rs followmg the year in which the

expendlture was incutred.

(2) The details of the audit process shall be established in the
contract and shall not relate to the audits that are I’unll'ed under any of the
payments under section 70, which have thelr own audit processes as
prowded for under this Part or decided by the Commissmn

(3) There shall be no time linit on any audits related to alleged
frand or wilful misconduct, and the Natlon_al 0il Company shall have the
right to re-examine reports and statemeﬁfs that otherwise were considered
ﬁnal.. - | 7

| (4) The nnpact of any exceptions that ﬁave been identified lshall be

calculated back to the month to which such exception applies and the

Profits Petroleum

Audit procedures
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amounts of adjustment shall be applied as a correction to the production
sharing calculations for the month following the final determination of such

exception. Where the share of the preduction to the contracter or the National

Oil Company is insufficient in order to accommodate the exception, the

correction shall be applied to successive months until fully absorbed and where
the exception is of an amount that cannot be accommodated for the remainder
ofthe contract or after the termination of the contract the correction .s'hall be due
ncash. |

{5} The contractor shali be required to inchide in the contracts with
affiliates and subcontractors audit and record retention previsions which allow
the National Oil Company to carry out such audits as required. |

(6) If any entity comprising the contractor conducts an audit of the
books and records of operator or any other entity comprising the Contractor
pertaining to the contract, it shall provide free of any charges to the National Gil
Company a copy of the audit results, a rep_brt setting out the audit exceptions,
claims and queries and the manner in which these exceptions,- claims and
queries were finally allowed or denied by operator or other entity. |

{7) Subject to the delivery of books, records and docarﬁems to the
National Oil Company in accordance with the contract upon tgpninatioh ofthe
contract, all books, records and documen;s must be maintained by the
coniractor, the contractor's affiliates and subcontractors and made available for
mspection until the later of; 7

{(a)the period established under subsection {1)ofthissection;

{b) if any cést or amount is under dispute, the time at which that
dispute has been resolved; and

{c)such longerperiod asmay be legally required.

80.-(1) Any contract entered into after the effective date, can only be
entered into by the National O} Company on the basis of a model approved

pursuant to section [e] of the Petroleum Industry Act.
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PART 7: MISCELLANEOUS PROVISIONS

81.-(1) All companies, lessees, licensees, concessionaires, joint
ventures, contractors and other entities involved in petroleum operations
Shaﬂ be subject to such other taxes, duties and levies as may apply to them

- from time to time, including, without restricting the generality of the

foregoing, capital gains tax, education tax, withholding taxes, stamp duties,

any other taxes and levies under the Téxes and Levies (approved List for

Coﬂectron) Act approved for col]ectlon by the Federal Government, any

State Government and. any LocaE Government, with the exception of any tax

-or levy from which the companies are specrﬁcally exempted

© PARTS - REPEALS, TRANSITIONAL AND SAVINGS PROVISIONS
82.-(13 From the effectwe date the followmg enactments are
hereby repealed: i

(a) Associated Gas Re—m_]ecnon Act Cap A25 Laws of the

Federation 2004,

{b) Deep Offshore and Inland Basin Production Shann g Contracts

“ActCap. 03 Laws of the Federation ofNrgerla 2004

(¢} Hydrocarbon Oil Reﬁnerles ActNo 17 of 1 965 Cap HS5 Laws
ofthe Federation olegerla 2004

{d) Motor Splnts (Returns) Act Cap M20 Laws of the Federatlon
oﬂ\hgerla 2004; o

(e) Nigerian National Petroleum Corporatlon Act No 73 of 1977

N Cap 123 Laws of the Federatton of ngerla 2004

(f) thenan National Petroleum Corporatton (PTOJ ects) Act No. 94

- of 1993, CAPN124 Laws ofthe Federatton of Ni 1gerra 2004
' (g) ngerlan Natlonal Peﬁo}eum Corporatlon (Amendment) Act
© 2007, T S '

(h) Petro}eurn Act 1969 CAP 350 Laws of the Federation 1 990
e "(1) Petroleum (Amendment) Decree No 23 of 1996;
o "(]) Péiroleum (Amendment) Decree No 22 6f1 998

Other taxes,
duties and levies

Repeals
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(i) Petroleum Products Pricing Regulatory Agency (Establishment)

. Act2003;

(1) Petroleum Equalisation Fund (Management Board, etc ) ActNO.9

of 1975, Cap. P11 Laws of the Federation of Nigeria 2604:

(m} Petroleum Profits Tax Act, Cap. P13 Laws of the Federation
2004;  ' '

(n) Petroleum (Spemal) Trust Fund Act, Cap P14 Laws of the
Federat!fm of Nigerian 2004; and '

(o) Petroleum Technelogy Development Fund Act, Cap. P15 Laws of
the Federa‘aon of Ni gerla 2004,

K (2) Any subsmhary legislation repealed as a result of the repeal of anjlf
of the enactments n subsectien (_'1) of this section shall, 'm. so far, as it is not
incoﬁsisfaﬁt with this Act, remain in operation untii it is revoked or replaced by
subsidia&jl_—eﬂsiatﬁon made un‘der_this A,ct, and shall be deemed for all purposes
to have been made under this Act.

83 -(1) Anv hcence and lease gran-_ed under the Mineral Gils Act
195 8 and the Petro].,um Ac‘r 1969 shall contmue subject to all the pI‘GVlSEOﬂa of
the Petroleum Industry Act except:

' t{a} that for oil mining leases_:at_ flle effective date the foliowing shall
apply: '

(i) with respect to the. appiication of Act, the new provisions shall be
effeétive_ fromthe effgctiye date; _

' {11) capital allowances a;_stp‘lic&bie to investments incurred and credits
obtained -,'ﬁrior to the effective date, shall be appiied for the purposes of
Nigérian Hydrocarbon Tax and Companies Incemé Tax-‘ With respéct to any
existing productlon sharmg contracts, the centractor parties which have
mcurred costs for the creation of assets to "be owned by a licensee of a
petroleum prospectm0 licence or 1essee af apetroleum mmmg Iease prior to the .
effective date and have not yet claimed such costs and/or t:aprta] allowances

under stich contracts, shall be entitled to expense all such costs and/or capital
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altowances for purposes of Nigerian Hydrocarbon Tax and Companies
Income Tax;

(iii} carry forward losses existing prior to the effeciive date, shall
be applied to the calculation of the Nigerian Hydrocarbon
Tax and Companies Income Tax; '

(iv) with respect to section 27, where field development activitics
started prior to the effective date and commercial production commenced
after January 1,2009, the lessee shall be entitled to claim allowances under
section 27 and the incentives under section 6(4);

(v) notwithstanding the provisions of subsection (1) of section 28,
for all upstream petroleum operations from either onshore or shallow water

which are governed by a production sharing contract in existence prior to the

* effective date, for the remainder of the term of such a production sharing

contract, the assessable tax for each contract area shall be 30% of the

" agoregate value ofthe chargeable proof;

.(‘Ji) notwithstanding the provisions of subsection {1)(a} of section
27, for all upstream petroleum operations from onshore areas which are
governed by a production sharing contract in existence prior to the effective
date, for the remainder of the term of such a production sharing contract, the
general production aliowance for onshore areas, if applicable, shall be the
lower of US $15 per barrel or 30% of the official selling price, u;ﬁ to a
cumulative maximum production of 75 million barrels per field
developmentplan; and

{vii} notwithstanding the pwv-isions of subsection (1)b) of section
27, for all upstream petroleum operations from shallow water areas which
are governed by a production sharing contract in existence prior to the
effective date, for the remainder of the termn of such a production sharing
coniract, the general production allowancs for shallow water areas, if
applicable, shall be the lower of US $15 per barrel or 30% of the official

selling price, up to a cumnulative maximum production of 150 million barrels
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(ii)an OPLand any PPL derived therefrom; ot

(iii) an OML and any PML derived therefrom plus any contrachual
consolidated areas as defined in the respective production sharing coﬁtracts;
"erude oil" means mineral oil in its natural state before it has been refined and
treated;
"de Commissioning” or "abandenment™ refers to the approved process of
cessation of operations of oil and gas wells installations ané structures,
including shutting down installation's operation and production, total or partial
removal of installations and structures where applicable, chemicals,
radicactive and all such other materials handling, removal and disposal of
debris and removed items, environmental monitoring of the area after removal
of instaliations and structures;
"deep water" means areas offshore Nigeria with a water depth in excess of 200
meters;
"downstream” means all activities entered into for the purpose of processing,
distribaztion and supply of petroleum to customers, consfruction and operation
of facilities consuming petroleum, product pipelines, tank farms, stations for
the distribution, marketing and retailing of petroleum products and other
consiruction and activities incidental thereto;
"dry gas" means gas containing less than ten barrels of condensate per millien
standard cubic Teet;
nFHeeatised crude” means the net quantity of crude oil and or condensate
procuced in a batch or cargo ready for export after the removal of solid and
liguid impurities of the crude; or the total quantum of crude oii at standard
temperature and pressure that is produced and meterad at all export terminals in
Nigeria or at the delivery point to the refinery in Nigeria, muiiiplied by the
posted prices;
"frontier acreages” means any or all licences or leases located in the Anambra,
Benue Trough, Bida, Chad, Dahomey, and Sckoto Basins of Nigeria;

"oas" or "natural eas" means wet gas, dry gas, lean gas, ail other gaseous
b= » & E
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hydrocarbons, and ail substances contained therein, which are produced
along with crude oil or gas, excluding those condensed or extracted liquid
hydrocarbons that are liquid at normal temperatures and pressure conditions
such as stabilized or field condensate, including the residue gas remaining
afier the condensation or extraction of the liguid hydrocarbon from gas;
"Gas flaring” means any flaring of natural gas associated with the process of
oil production, and includes continuous production flaring but excludes
safety flaring and non-continuous production  flaring. Analogous
expressions, such as "gas flare" "flaring of gas", "flare gas” shall have the
same meaning as "gas flaring”;
"Gazetie” means the Gazette of the Federal Gov ernment of Nigeria;
"Government” means the government of the Federal Repablic of Nigeria;
"indigenous petroleum company'' means a company:

(a) engaged in the e::{ploration for and production of petroleum of

which sixty percent (60) per cent or more of its shares are beneficially

owned directly or indirectly by Wigerian citizens or associations of Nigerian

citizens;

(b} which meets the requirestients of any guidelines or regulations
that may be issued by the Commission or the Commission; and

() which is accredited as an indigenous petroleum comparty by the
Commission; .
"industry" means the petroleum industry in Nigeria;
"pland Basin™ means any ofthe following basins, namely; Anambra, Benin,
Benue, Chad, Bida, Dahomey, Gongola, Sokoto and such cther basins as

may be determined by from time to time, by the Minister;

"intangible drilling costs” means all expenditure for labour fuel, repairs,

imaintenance, hauling, and supplies and materials {not being supplies and
materials for well cement, casing or other well fixtures) which are for or
incidental to drilling, cleaning, deepening or completing wells or the

preparation thereof incurred mrespect of:
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{a) determination of well locations, geological studies, topographical
and geographical surveys preparatory to drilling;

(b)drilling, shooting, testing and cieaning wells;

{c) cleaning, draining and leveling land, road building and the laying
of foundations,

{d) erection of rigs and tankage assembly and installation of pipelines
and other plant and equipment required in the.prepa};ation or driliing of wells
producing petroleum;

"Institutions” or "Institution” refers tc the Ol and Gas Directoraie, the
Nigerian Petroleum Commission, the National Petroleum Assets Management
Agency and the Nigeria Petreleum Research Cenire, either jointly, any two or
more of the said Institutions, or singly,

"UBOR" means, as of any date of determination, the per annum rate of interest,
pased on z three hundred sixty (360) day year, rounded downwards, if
necessary, to the nearsst whole multiple of one- sixteenth of one percent
(1/16th%), determined as the simple average of the offered guotations
appearing on the display referred to as the "UBGOR Page” (or any dispiay
substituted therefore) of Reuters Monitor Money Rates Service or, if such
"UBOR Page” shall not be available, the simple average of th.e offered
quotations appearing on page 3730 of the AP/Dow Jones Telerate Systems
Monitor (or any page substituted therefore) for deposits in U.S. Dellars for a
three month period, at or about 11:00 a.m. (L.ondon, England time} on the first
London Banking Day of the calendar quarter in which the date of
determination gceurs {or, if the first day of such calendar quarter in which the
date of detenmination occurs is not a London Banking Day, the tinmediately
preceding London Banking Day). [fneither such "LIBOR Page" nor such page
3750 or any successor page is available, or if for any reason a rate of interest
cannot be determined as aforesaid, then the Parties shall designate an
alternative mechanism consistent with -Eurodoliar market practices for

determining such rate. For purposes of this definition, a "London Banking
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Dray" is a day on which dealings in deposits in Dollars are transacted on the
London interbank market;
‘_‘Liquefied natural pas™ or "LNG" means natural gas in its liguid state &
approximately atmospheric pressére;
"loss” means a loss ascerfained in like manner as an adjusted prefit;
"Marginal fleld" meansa petroleum field which:

_ i) has been left unattended for a period of not iess than 10 years
from the date of first discovery ofthe field; and

(ii) has been confirmed by the Minister as 2 marginal field; OR as

defined under the Petroleum Industry Act;
"Minister" means the Minisier in charge of pefroleum resources and
overseeing the petroleum industry n Nigeria:
"WMMbtu" means one mitlion BTU;
"WMMsc means one million standerd cubic feet;
"National Gas Master Plan” has the meaning as specified in section [.] ofthe
Petroieum Indusiry Act;
"National Oil Company" has the meaning as specified in section 94,
"Natural gas liquids” or "NGL" means hydrocarbons liquefied at the surface
in separators, field facilities or in gas processing plants and include but are
not limited to ethane, propane, butanes, pentanes, and natural gascline,
mayor may not inciude condensaie;
"Nigeria" includes the subrmarine areas beneath the territorial waters of
Nigeria and the submarine areas Yeneath any other waters which are or at
any time shall in respect of mines and minerals become subject o the
legislative competence ofthe National Assembly; lit...
"Nigerian Conteni" has the meaning as defined in the Nigerian Cil and Gas
Tndustry Content DevelopmentAct, 2010,
"Nigerian coirpany” means a company incorporated in Nigeria;
"Nigerian Hydrocarbon Tax" or "NHT" has the meaning as specified in

section 13;
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"Non-associated gas" means natural gas accumulation which does not occur
with crude oil;

"Non-productive rents" means and includes the amoﬁnt of any rent as to Which
there is provision for its deduction from the amount of any royalty under 2
petrolewm prospecting licence or petroleum mining lease to the extent that such
rent is not so deducted,

“officlal selling price” means the price at which comparable crude oil or
condensate of similar quality could be sold on similar terms at similar times by
parties under no compulsion to buy or sell and whereby none of such parties
exerts or is in a position to exert influence on the other party having regard to ail
relevant factors;

"Person” means any individual, company or other juristic person;

"petroieum" means mineral oil (or any related hydrocarbon) or natural gas as it
exists in its natural state in strata, and inciudes tar sands, heavy oils, bituminous
and other stratified deposits from which oil can be extracted by destructive
distiliations but dozs notinclude coal;

"petroleam exploration licence" or "PEL" means a licence granted to a
company pursuant tc sectioﬁ [e]ofthe Petroleum Industry Act;

"petroleum exploration operations” means any geologicai, geophysical,
geochemical and other surveys and any interpretation of data relating thereio,
and the drilling of such shot heles, core holes, stratigraphic tests, exploration
wells for the discovery of petroleum, appraisal of discoveries and other related
opsrations;

"Petrolenm Industry Act" refersto fel;

"petroleum mining lease” or "PML" means a lease granied to a company
pursuani to section [. | of the Petroleum Industry Act;

"petroleum operations™ means the winning or obtaining and transportation of
petroleum chargeable oil in Nigeria by or on behalf of a company for its own
account by any drilling, mining, extracting or other like operations or process,

not including refining at a refinery, in the course of a business carried on by the
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" {a) That expendifure is incurred in respect ofan asset ownedby the

company then such- expenditure shall ‘be deemed to be qualifying
expenditure incurred by it oithat day;or

(b) that expenditure is ncurred in respect of an asset which has

been disposed of by the corapany before the begmnmg of its first accounting’

period then any 1oss suffered by the company ot ihe disposal of such asset

shail be deemed to be gualifying petroleum expenditure incurred by the

- compatly on that day and be deemed to have brought into existence an asset

owned by the company in use for the phrposes of upstream petroleum
operations cafried on by the company any profit realised by the comparny on
such diépasal shall ‘be treated ag income of the company of its {irst
accounting period for the pui'poses: of subsection (1)(a) of section 18 of this
Act.

Provisions Re!ating to Qualifying Petroleim Expenditure

1. Forthe purposesiofthis Schedule where- '

- {a) expenditure has been incurred before its first accounting period

and such expenditure would have been treated as such qualifying petroleum

- expendl‘mre {ascertained w1th0ut the qualification contained in the proviso
inthe mterpretation of quahfymg expenditure) if ithad been incurred in that

~ first accounting period; and

(b sich expehditﬁfe {ascertained in the case of sub-paragraph (1)

(a) of this-paragraph without such qualification) shall be deemed to have

" brought inté existence an asset .owned by ‘the-company incurring the
‘expenditure and in use for the purposes of such upstream petroleun

- operations.

2. For the purposes of this Schedule, an asset in respect of which
qualifying drilling expenditure has been incurred'by any company for the
purposes of upstream petroleum operations catried on by it during any
accoumting period of the company, and which has not been disposed of, shall

be deemed not to cease to be used for the purposes of such operations so long
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as such company continues to carrybn such operations.

3. So much of any qualifying petroleum expenditure incurred on the
acquisition’ of rights in or over petroleum deposits and on the purchase of
information relating to the existénce and extent of the deposit as exceeds the
total of the original cost of acquisition of such rights and of the cost of
searching for, discovering and testing such deposits prior to the purchase of
such information shall be left out ofaccount for the purposes of the schedule,

Owner and Meaning of Relfevant Interest

1. For the purposes of this Schedule, where an asset consists of a
building structyre or works, the owner thereof'shall be taken to be the owner of
the relevant interest in such building, structure or works.

2. Subject to the Jprovisions of this paragraph, in this Schedule, the
expressions "the relevant interest” means, in relation to any expenditure
incurred on the construction of a building, structure or works to which the
company which incurred such expenditure was entitled when it incurred the
expenditure.

3. Where, when a company incurs qualifying building expenditure or
quaIif'ying expenditure on the construction of a building, structure or works,
the company is entitled to two- or igore interests therein, and one of those
interests is an interest which is reversionary on all the others, that interest shall
be the relevant interest for the purposes of this Schedule.

4. Where an asset is acquired by any hirer or lessee under a finance
lease contract, fhe terms of which provide for the transfer of ownership, risks
and reward to the hirer or lessee, the provisions of this schedule shali apply in

the same way as it applies to an asset acquired by the owner or lessor of an asset

for the purposes of his trade or business but shall apply subject to the total lease

payment due from the hirer or lessee during his basis period, exciuding in the
computation of such qualifying expenditure any interest charges payable under

the contract.
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Sale of Buildings

1. Where capital expenditure has been incurred on the construction
ofabuilding, structure or works and thereafter the relevant interest company
which buys that interest shall be deemed, for all the purposes of this
Schedule, to have incurred, on the date when_. the purchase price became
payable, capital expenditure on the construction thereof equal to the price
paid by it for such interest or to the original cost of construgtion, whichever
isthe less: Provided that: .

(2) Where such relevant interest is sold before the huilding,

struciure or works has been used, the foregoing provisions of this pa'ragraph'

shall have effect with respect to such sale and the original cost of 7

construction shall be taken to be the amount of the purchase price on such

sale;

(b)Where, any such relevant inierest is sold more than once before

the building, structure or works is used, the provisions of sub- paragraph (3)

shall have effect only in relation to the last of those sales.
' ' Annval Allowance '

1. Subject'to the provisions of this Schedule Where in any
aeceunting period a company owning any assets has incurred in respect
thereef qualifying expenditure exclusively for the purp.oses of upstream
petroleum operations carried on by it there shall be due to thrat. company as
from the aecountmg penod in which such expenditure was incurred an
allowance (m this Act referred te as "an annual allowance“) at the
appropnate rate per centum specrﬁed in Tab}el ofthis Schedule.

2. Notw1thstand1ng the prov131ons of sub—paragraph (1) of this

| paragraph, there shall be retained in the boeks in respeet of each asset 1.

percent of the initial cost of the asset which may only be written off in

aceordance with sub—paragraph (3) of thrs paragraph

Any asset or part thereof in respect of which capltal allowances

have been granted may only be disposed of on the authority of a Certificate
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. of Disposal issued by the Minister.or any person aythorised by him.

4. Wherea licensfae or lessee has entered intq a confract pursuant o
section Bmror! Reference soul'ée not found, of this Aét and such contract
provides for the transfer of assets to such lcensee or lésséé by the contractor,
such Ifansfsr shaﬂ be valued aé _é_quaf-te the value of cost ﬁétmleﬁrﬁ.paid for
such assets ("the deemed income") and the licensee or lessee .can claim the
annual allowances in respect of the qualifying éxpendifures associated with
such asset against such deemeé incomne; and where the contréctor has ‘incurred
the expenditures for the creation of such asset pursuant to subsection 19 (1))
ofthe Act, such asset shall pot resultin annual allowances to the contractor.

5. Anannual ai[é.wance inrespect of qﬁaiifying.ekpendit:ure incurred

mrespect of any asset shall be due to a company for any ac_cnﬁnting period ifat

the end of such accounting period it was the owner of that asset and the

-expenditure of such asset have been incurred during such accounting period for

the purpoeses of the upstream petroleum gperations carried on by it.
_ Bgs’.fmcm_gzélfowcmces

-1: Subject to the provisions of this Schedule, where inany accounting

period of a company, the company owning any asset in respect of which it has

incurred q_ua_lifyiﬂg expenditure wholly and exclusively for the purposes of
upstream petroieum operations carried on bﬁ it, dispos.es éf that asset an
allowance (hereinafter called "a balancing allowance") sﬁaﬁ ‘be due to that
company for that accountir_lg };efiod_ the loss iﬁcurred as a.resuilt of the excess of
the residue ‘of that expenditure, at the ﬁate such asset is dispcsed of_ over the
value of that aséet at that date; provided that a baiancing allowance shall only
be due in respect of such asset if immedié_teiy prior to its disposal it was in use
by such compan_y for the purposes of the ljpr;tream petroleum operations for
which such qual if}fing expenditure was incurred. o
_ Balancfné Charges..
‘1. Subject to the provisions cf this Schedule, wherein any accounting

u

period:
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company engaged in such operations, and all operations incidental thereto

and any sale of or.any disposal of chargeable oil by -or on behalf of the
company; .

"Petroleum products” include motor spirit, gas oil, black oil, diesel oil,
autqmo‘sive_ gas oil, fuel oil, aviation oil, kerosene, liquefied natural gas,
compressed natural gas, natural gas fiquids, liquefied petroleum gases and
any lubrication oii or grease or other lubricant;

"petroleum prospecting ticence” of "PPL" means a licence pursuant o

- section 1533 of thisAct;

“regulation” means rule or order having force of law issued by the Minister

for Petrolenm or any of the Institutions, in accordance with the provisions of

. the Petroleum industry Act;

"rent” incmdcs any annual or other periedic charge made in respect of a
licence granted under the Petroleum Industry Act;
“resident in Nigeria”, in relation to a company, means a Company the-conirol
and ﬂaﬂacement ofthe business of Whlch are exercised in Nigeria; -
"royalties™ means and includes-

() the amount of any reni as ic which there is _provision for its

deduction from the amount o; any roya}tfes under an oil praspecﬁmfr license

~ oroii mining lease to the extent that such rent is so deducted; and

(b) the amount of any royaities payfable under any such ticence or
lease lessany suc’h" fent deducied {rom thosc royaities;
"Service" means the Federal Inland Revemle Servlce
"shallow water" means the area from the seaward boundary of e&ch littoral

State up to the two hundred meter water depth isobaths;

"sigliﬁnam“ gas: ﬂ'isqover_y" means “a' ‘discovery of natural gas that is

substantial in terms of reserves and is potentially commercial, but cannot be
declared commergial for one or more of the following reasons:
(a) nomféﬁ'kets or natural gas within Nigeria;

(b} ex;:offmarkets need to be identified and developed;
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(¢} no pipeline, ptocessing or liquefaction capacity is available in
existing systems where commercial conditions indicate the best option for
development is based on future expansion of such systems or use of such
systems when capacity will become available in the future; or

{d) where the natural gas discovery would oﬁly be commercial when

. Jjointly developed with other existing natural gas drscovenes or potentlal future

natural gas dlscovenes

“standard cubic feet” means, in relation to natural gas, the quantity of dry ideal
gas at a temperature of sixty (60) degrees F ahrenheit anda pressure of fourteen
decimal six nine six (14.696) pounds per square inch absolute contained in a
volume of one (1) cubic foot;

"State" means the sovereign state of the Federal Republic of Nigeria except
where the context so admits or where it is specifically stated to mean astate of
the Federation. - '

"tax" means chargeable tax; 7
"uitra-deep waier™ means areas offshore NIgena w1th a Water—depth in excess
of 2,500 metres;

"uncommitted capacity" fneans capacity thatis:

(a)not contractually committed to a party;

(b) not conditionally assigned by means of an.arm"s length option
agreementto a party; ' .

(c) not demonsirably planned to be utﬂlsed on the basis of an
-approved utilisation plau 7 ' )

“upstream” refers to all activities entered into for the purpose of finding and
developing petroleum and mcludes aH activities involved i in exploration and in
all stages through, up to the productlon and transportat[on of pefroleum from -
the area of pmductlon to the ﬁscal sales pomt or transfer to- the downstream
sector; B ' '
"apstream crucig; oil operations” means the whlﬁing'bf'ﬁbtaininé of crude oil in

Nigeria by or on behalf of company on its own account for commercial
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purposes and shall inclode any activity or operation related to crude oil that
oceurs up to fiscal sales point or transfer to the downstream sector;
"upstream gas operations” means the winning or obtaining of natural gas in

Nigeria by or on behalf of a company on its own account for commercial

* purposes and shatl mclude any activity or operation related to natural gas,

including but not limited to the treatment of gas, that occurs up to the fiscal
sales point or transfer to the downstream sector;
"upstream petroléum operations” means upstream gas operations and
upstream crude oil operations.
85. This Bill may be cited as 'Petroleum Industry Fiscal
Framewofk Biﬁ, 2016. '
- lFIRST, SCHE.D_ULE ’
- Section 19, 26, 27 and 35
. Capital Allowances
7 _ Tnterpretation
Forthe purposes ;of tbjsﬁschedlﬂe, unless the_ context 6therwisé requires -
"CONCESSION" includes a petroleum prospecting licence (PPL), a
petroleum mining lease (PML), any right, title or inierest in or to petroleum
in the ground and any option of acquiring any such right, title or interest;
"LEASE O includeé an agreement for a lease where the term to be covered
by the lease has begun, any tenancy and any agreement for the letting of
hin'hg out of an asset, but does not inclhide a mortgage and all cognate
expression including "LEASEHOLD"
INTEREST" shall be construed accordingly and:

{a} where, with the consent of the lessor, a lessee of any assets

. remains in possession thereof afier the termination of the lease without a

new lease being granted to him, that lease shall be deemed for the purposes
of this schedule to continue so long as he or she remains in possession as
aforesaid; and

(b) where, on the termination of a lease of any assets, a new lease of

Short Title
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effectas ifthe second lease were a continuation of the first lease:
“QUALIFYING EXPENDITURE” or “QUALIFYING PETROLEUM
EXPENDITURE” means, subject to the express provisions of this schedule,
expenditure incurred in an aceounting period, which is:

{a) capital expenditure {hereinafter -called "qualifying plant
expenditure™) incurred on plant; machinery or fixtures;

{b} capital expenditure (hereinatfter called "qualifving pipeline and
storage expenditure”) incurred on pipelines-and storage tanks;
capiial expenditure (hereinafter called "qualifying building expenditure™),
oiher than expenditure which is incliuded in paragraphs (a), {b) or {d) of this
interpretation, incurred on the construction of buildings. or works of a
permanent nature; or capital' expenditure (hereinafter called "qualifying
drilling expenditure™} other than expenditure which is included in paragraph

(a} or {b) of this interpretation, incurred in connection with upstream
petroleum aperations inview on:

* i) theacquisition of, or of rights in or over, petroleum deposits;

(ii) searching for or discovering and testing petroieum deposits, or

* . winning accessthereto, or

(iii) the construction of any works or buifdings which are likely to be

of litite or no value when the upstream petroleum operations for Which they

were constructed cease to be carried en: provided that for the purpesés of this
definition qualifying expenditure shall not include any sum which may be
deducied under the provisions-of section 19.

1. For the purposes of this interpretation of qualifying expenditure,

where expenditure is incurred by a company before its first accounting period

-and such expenditure would have fallen to be treated as qualifying expenditure

(ascertained without the qualification contained in the foregoing proviso) if it
had been incurred by the company on the first day of ifs first accounting period,

and
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* (i) of a company, the company owning any asset inrespect of which

'it has incurred qualifying expenditure wholly and exclusively for the

purposes of upstream petrolcum operations carried on by it, disposes of that

asset, the excess (heremaﬂer called "abalancing charge") of the value of that

“asset, at the date of its disposal, over the Tesiduc of that‘expendlture at that

date shali, for the purpoées of subsection (1)(a) of sectionl8§, be treated as

income of the company of that accounting period; Provided thata balancing

‘ ;:hérgé in respect of such asset shall only be sotreated if immediately priorto

tlae'_dispdsai of that asset it was in use by stch company for the purposes of

ﬂie upsiream fielml'eﬁtn operations for' which such qualifying expenditure

‘ was incurred and shall not exceed the total of any allowances du¢ under the

pl’OViSIOIlS ofthis Schedule, in respect of such asset.
‘ Residue

1. The residue of qualifying expenditure, in respect of afy asset, at

*any date, shall be taken to be the total qualifying expenditure incurred on or
"' pefore that date, by the owner thereofat that dats, in réspect of that asset, less
the totat of anif anriual allowances due to such owner, in respect 6f that asset,

‘before that date.

Meaning of "Dispo.s;'ed of"
1. Subject to any express prowslon to the contrary, for the
purposes of this Schedule ‘ ‘
(a) abuilding, structure or works of a permaﬁentnature is dlsposed
of 1f any ofthe followmg events occur- '
{i) the relevant interestis sold,

{ii) that mterest, bemg an interest depending on the duration of a

- concessmn, comesto an end on the coming to an en_d ofthat concession; or

' (iii)'that interest, being a leasehold interest, comes to an end

- otherw1se than ¢ on 1 the company enutled thereto acqumng the mterest which

Cis reversnonary thereor; or

(w) the bulldmg, structure or works of a permanent pature are
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- demolished -or _destroygd or; without being demolished or destroyed, cease

..altogether to.be used for the purposes of upstream petroleum operations carried

on by the owner thereof; o
© (b) plant, machincry, or fixtures are disposed of if they are sold,
discarded or gease_aitogeﬁner to beused forthe purposes of upstream petroleun -
operations carriedonb‘yztheowner.thcreof.‘: fLoeae o
 Yalue of an Asset

1. The value of an.asset at the date of itsr‘disposal shall be the net

-+ preceeds of thesale thereof or of the relevant interest therein, or, if it was
- disposed of without being sold, the amount which, in the opinion of the
. Service, such asset or the relevant interest therein, as the case may be, would

. have fetched if sold in the open market at that date, less the Amount of any

expenses which the owner might reasonably be expected te incur if the asset
were sosold. '

.. 2. Forthe purpose of this paraaraph 1f an asset is dJsposed ofin such

. circumstances- that:insurance or compensanpn monjes are received by the

., ownerthereof, the asset or the relevant interesttherein, as the case may be, shal} _

be treated as having been sold and as though the net proceeds of the insurance
or compensationmonies were the net proceeds of the sale thereof, |
" . Apportionment .

. 1. Any teference in this Schedule to the disposal, sale or purchase of

. any assetincludes a reference to the dxsposal sale or purchase of that asset, as
- the case ay be,‘ togethe_r‘wlth.;aﬂyuother_ asset, whether or, not qualifyiing

- -expenditure has been incutred on such _lést-mentioqed asset, and, where.an

asset is disposed.of, sold,-‘._or‘purqhas‘ed_-tbgqther with another asset, so much of

the value of the assets as, Qi} ajust apportionment, is properly attributable to the

.- -first mentioned asset shall, for-the purppges%of this Schedule, be deemed to be.

. the value.of or the pr,icé paid for, th_.altiasset-, as the case may be. For the purpqée's

.of .this sub-paragraph, all the assets which are pﬁrgh_ased_ or disposed of in

- pursuance of one bargain shall be deemed to purchased or disposed of together



. Petroleiin Tndustry Fiscal Framework Bill, 2016

B R T B R

g 2 R yYENR 88 e % ® 3w RE L LSS

- inany other asset.

i operatlons

: .'not\vithstdnding that séparate prices are or pirport to‘beé agteed for each of

thoselassets or that theére | are or purportto be' ‘separate’ purchases or dlsposals

ofthose assets.

2. The provisions of sub-paragraph- (1).of this paragraph shall

- apply; with any nécessary’ modifications, to the sale or purchase of the

relevant interést in any assettogether with any other asset or relevant interest

" Part of am Asset’
Any*refér'enc'e ‘in’ this ‘Schiedule to any-asset shall be eonéirued‘wheneVer
riécessary as including areference 1o a part of any ‘asset-(including' an

vadivided partof that asset in the case bfjointinteresté therein) and when so

o :Vcons!:rued any necessary appormnment shallbemade as may, inthe opmmn ,

" ofthe Servtce 'bejust and reasonable

“ ' Exclusion of Certain'Expendititre -

‘1. Subject to the express provisions of this- Sehedule where any

company has mcun’ed-expendxttire which is allowed fobe deducted ander

E any prowsmn (other than a prowslon of this Schedule) sich expendlture

' shallnef bé treated as qualifying experdituse;* =

' Extenszon of thee meaiing of "zn ase”
1. An a;s?'se_t'm'respect of which quahfym_g"' expenditure has been

iricurred by the owner therdof for the purposes of upstream petroleum

operations carried o by it shall be'desmed to be i use, for the-purposes of
“**"such operations, Besn#éen the daes hereinaftér mentioned, where the board
“is of thé a;;;ﬁiaa that the first tse to which the asset will be put by that

o company mcumng “such expendlture will be-for- the- purposes of such .

Al Sy

T2 The sa1d dates shall 'be’ taken to be the: date-on whick such

o ex;iendlmre was incurredand the‘-date on-which the assétis in fact firstputto

* useprovided that 'Whei‘é‘éﬁy allowatice havé-been given in corisequence of

paragraph 1 of this Schedule and tife firstise to which such assetis put is not

c5831
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- for the purpbscs of such operations, al! such agi_ditipp‘ql assessments shall be

‘made as may be necessary to, cuﬁmgract the benefits obtained from the giving

ofany such allowances Lo
. . Asset Used or Expenditure Incurred Partly for the Purpose of
_ . Upstreain Petroleum. Operatzon - ‘
1. The followmg provisions of this paragraph shall apply where either
orbothof the following conditions apply with respect to any asset: .

@ The owner of thie asset has incurred in réspect thereof qualifying
expendmme partly for the _purpoées of upstream pgtro_ieum operations carried
onbyhjmandpartly forotherpurposes;. , o ‘

' (b)The asset in respect of which the owner has incurred qualifying
expenditure thereof is used partly for the purposes of upstream petroleum

operations carried on by such owner and partly for (ither purposes, '.:

2. Any allowances which would be due or any balancing charges

~which would be treated a income If both, such expenditure were incurred
-:,wholly and exclusively for the purposes of sﬁghﬁ upétreahl petroleum
 operations such asset were used wholly and ;eﬁciusi_yely for th§ puirposes of
7 such operations shall be computedm aécordancg y_vith the provisioiis of: this
_iSchednle e |

3. 8¢ much of the alluwances and charges computed in accordance

. with provisions 0f sub-gar_,agraph [#3) of_ﬂns\pafagraph shall be due or shall be

so.t'reat:t.:d, as the case may be; as in the opinion of the Service is just reasonable

havingregard toalithe pi_rcumst_éncgs and to the provisions of this Schedule.

--Disposal without Change of Ovwnership

1. Where an asset in respect of which qualifying expenditure | has

been incurred by the owner thereofhas been disposed of i in such cnrcumstances

t_hat‘suclﬂl__ owner remains the owner thereof, then, for the purposes of

determining whether and, if so, in what amount, any annual or balancing

allowance or balancing charge shall be made to or on such owner in respect of

. hisuse of that asset after the date of. such disposal-
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1. . (a) Qualifying expenditure incurred by such owaer in respect of
2 such owner in respect of such asset prior to the date 6f such dispdsal shall be
3 left out of account; but |

4 {b) Such owner shall be deemed to have bought such asset
5 immediately after such dispoéal for a price éﬁua] to the residue of such
6  qualifying expenditure at the date of such disposal, increased by the amount
7 . of any balancing chei'l_'ge or decreased by the amount of any balancing
8 allowance made as aresult of such disposal. |
9 ' TaBLE ]

10 FOR UPSTREAM PETROLEUM bPERAHONs

3 Annual. ‘| RatePerCentum

12 . Allowance

i3 Firstyear = : 20

14 ‘Second year | ] 20

15 Thirdyear 20 - - ‘
16 Fourthyear - 20

17 ‘Fifthyer 1 19
18  OTHERALLOWANCES | |

19 Other allowances are provided for in section 27. .

EXPLANATORY MEMORANDUM
.. This Bill seeks to establish a fiscal framework that encourages further
investment in the Pgué]eum Indusiry whilst increasing ac@mable revenues

tothe Federal Government of Nigeria.
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