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PETROLEUM PROFITS TAX ACT

upon profits from the winning of Petroleum in Nigeria, to provide for the
pction thereof and for purposes connected therewith.
D. 21. 1996 No. 30. 1996 No. 31. 1996 No. 32. 1998 No. 18. 1999 No. 30.]

ry, 1958

e cited as thg|Petrol

othe

""accounting period™ in relation to a company engaged 111 petroleum operations, means-

(@  aperiod of one year commencing on | January and ending on 31 December of the
same year; or

(b) ke NN |
VYAl @
o NSNS,

a

and in the event of any dispute with respect to the date of the first sale of chargeable oil
above or with respect to the date on which the company ceases to be engaged in petro-
leum operations, the Minister of Petroleum Resources shall determine the same and no
appeal shall lie therefrorn:

WMWM _p?gﬂi@_fm@e purpose of section 9 of this Act;

""assessable profits' means assessable profits for the purpose of section 9 of this Act;
""assessable tax™ means assessable tax ascertained under section 21 of this Act;

""Board" means the Federal Board of Inland Revenue established and constituted in accordance
with section 1 of the Companies Income Tax Act;

[Cap. C21]

""casinghead petroleum spirit™ means any liquid hydrocarbons obtained in Nigeria from
natural gas by separation or by any chemical or physical process but before the same has
been refined or otherwise treated,



"chargeable natural gas™ in relation to a company engaged in petroleum operations
means natural gas actually delivered by such company to the Nigerian National Petro- leum
Corporation under a Gas Sales Contract but does not include natural gas taken by or on
behalf of the Government of the Federation in pursuance of this Act;

“"chargeable profits' means chargeable profits for the purpose of section 9 of this
Act;
""chargeable tax" means chargeable tax ascertained under section 22 of this Act and imposed

under this Act;

"company'* means any body corporate incorporated under any law in force in Nigeria or

eans any oil (other than oil extracted by destructive distillation from coal,
other stratified deposits) won in Nigeria either in its natural state or
ater, sand or other foreign substance therefrom but before any such
herwise treated;

osed or’, in relation to chargeable oil owned by a company en- gaged
ean or connote respectively-
hble oil to; an

@)
(b)

sale, to a refi

cost adjustme
in Nigeria wi
his Act, the

(b)

(©) in relation to any direction under section 32 (2) of this Act, the place is situated from
which the direction was issued; and

(d) in relation to any clalm or other matter which is subject to appeal in Ilke man- ner as
a o hi

@) determination of well locations, geological studies and topographical and geo-
graphical surveys preparatory to drilling;

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

NMM@MWMW and the laying of founda- tions;

(d) erection of rigs and tankage assembly and installation of pipelines and other plant and
equipment required in the preparation or drilling of wells producing petroleum;

"liquified natural gas™ means natural gas in its liquid state at approximately atmos- pheric
pressure;

"loss™ means a loss ascertained in like manner as an adjusted profit;

""Minister" means the Minister charged with responsibility for matters relating to taxes
on incomes and profits;

"MMcP' means one million cubic feet;



"natural gas'* means gas obtained in Nigeria from boreholes and wells and consisting primarily
of hydrocarbons;

"Nigeria" includes the submarine areas beneath the territorial waters of Nigeria and
submarine areas beneath any other waters which are or at any time shall in respect of mines
and minerals become subject to the legislative competence of the National Assem- bly;

""non-productive rents'* means and includes the amount of any rent as to which there is
provision for its deduction from the amount of any royalty under a petroleum pros- pecting
license or oil mining lease to the extent that such rent is not so deducted;

"oil mining lease'" means a lease granted to a company, under the Minerals and Mining
Act, for the purpose of winning petroleum or any assignment of such lease;
[Cap. MI2.]
gspecting licence™ means a licence granted to a company, under the Minerals

or the purpose of winning petroleum, or any assignment of such li- cence;
des a company and any unincorporated body of persons;

s any mineral oil or relative hydrocarbon and natural gas existing in
igeria but does not include liquified natural gas, coal, bitumi-
ified deposits from which oil can be extracted by destructive

a refinery, i
erations, an

the extent that such rent is so deducted; and

WY

Lawyers Nelrworking Arena



(b) the amount of any royalties payable under any such licence or lease less any
such rent deducted from those royalties;

""tax"* means chargeable tax.
PARTII

Administration

3. Powers and duties of the Board
(1) Subject to the provisions of this Act-

(@)  the due administration of this Act and the tax shall be under the care and man-
agement of the Board which may do all such acts as may be deemed necessary
and expedient for the assessment and collection of the tax and shall account
for all amounts so collected in a manner to be prescribed by the Minister;
whenever the Board shall consider it necessary with respect to any tax due, the
Board may acquire, hold and dispose of any property taken as security for or
in satisfaction of any tax or any judgment debt due in respect of any tax and
hall account for any such property and the proceeds of sale thereof in a
anner to be prescribed as aforesaid,;

sue and be sued in its official nama

biect to any

conditions as
Gazette direct
be supplied to such
irect;

b

First Schedule; and

[First Schedule.]

(ii) receive any notice or other document to be given, delivered or served
upan the Board under or in consequence of thi

spect of any partlcular company WhICh would have the effect of requiring the Board to
raise an additional assessment upon such company or to increase or decrease any assess-
ment made or to be made or any penalty imposed or to be imposed upon or any relief
given or to be given to or to defer the collection of any tax, penalty or judgment debt due

ﬂﬂwy@ﬂ%y MMWiM% the effect of altering the normal course of any

proceedings, whether civil or criminal, relating either to the recovery of any tax or pen-
alty or any offence relating to tax;

(9) every claim, objection, appeal, representation or the like made by any person under
any provision of this Act or of any subsidiary legislation made thereun- der shall be
made in accordance with such Act and legislation; and

(h) in any claim or matter or upon any objection or appeal under this Act, any act,
matter or thing done by or with the authority of the Board, in pursuance of any
provisions of this Act shall not be subject to challenge on the ground that such act,
matter or thing was not or was not proved to be in accordance with any di- rection,
order or instruction given by the Minister.



4. Signification and execution of powers, duties, etc.

1) Anything required to be done by the Board, in relation to the powers
or duties specified in the First Schedule of this Act, may be signified under the hand
of the chair- man of the Board, or of an officer of the Federal Inland Revenue
Department who has been authorised by the Board to signify from time to time,
anything done or to be done by the Board in respect of such powers or duties.

[First Schedule.]

(2 Any authorisation given by the Board under or by virtue of this Act
shall be signi- fied under the hand of the chairman of the Board unless such
authority is notified in the Federal Gazette.

(3) Subject to subsection (1) of this section, any notice or other document
to be given under this Act shall be valid if--

it is signed by the chairman of the Board or by any person authorised by him;
or

ch notice or document is printed and the official name of the Board is duly printed or
ped thereon.

y notice, authorisation or other document purporting to be a notice, authori-
er document duly given and signified, notified or bearing the ofﬂual name of
3 ith the provisions of this section, sha

the course of a prosecution for any offence commltted in relatlon to tax.

4) Where under any law in force in any territory outside Nigeria provision is
made for the allowance of relief from income tax and similar taxes in respect of the
payment of mcome tax and similar taxes in Nigeria or for the exemption of income from

: il ct of income subject to income tax and similar taxes in

JallOR imposed by this section shall not prevent the
dlsclosure to the authorlsed officers of the Government in that territory of such facts as
may be necessary to enable the proper relief or exemption to be given in cases where relief
or exemption is claimed from income tax and similar taxes in 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 to an income tax.

(5) Notwithstanding anything contained in this section, the Board may permit
the Auditor-General for the Federation or any officer duly authorised in that behalf to have
such access to any records or documents as may be necessary for the performance of his
official duties; and the Auditor-General for the Federation or any such officer shall be
deemed to be a person employed in carrying out the provisions of this Act for the purpose
of this section.



6. Rules and forms

(1) The Minister may, from time to time, make rules generally for the carrying
out of the provisions of this Act.

2 The Board may, from time to time, specify the form of returns, claims,
statements and notices under this Act.

7. Service and signature of notices

1) Except where it is provided by this Act that service shall be effected either
per- sonally or by registered post the provisions of section 26 of the Interpretation Act shall
apply to the service of a notice, if such notice is addressed in accordance with the provi-
sions of subsection (3) of this section.

[Cap. 123]

(2 Where a notice is sent by registered post it shall be deemed to have been

d on the day succeeding the day on which the addressee of the registered letter

ging the notice would have been informed in the ordinary course of events that such
addressed in accordance with the provisions of subsection (3) of this section:

ided that a notice shall not be deemed to have been served under this subsec- tion
ssee proves that no notification, informing him of the fact that the regis-

tered letter was awhiting fimata post office, was left at th
letter.

A nptice tdbe served in
be addressed

in the case pfa conpany incorpo
company; ghd

in the case
authorised

4 Any notice to be given, sent or posted under this Act may be served by being
left at the appropriate office or address determined under subsection (3) of this section
unless such address is a registered post office box number.

9. Ascertainment of profits, adjusted profit, assessable profits and chargeable profits

Q) Subject to any express provisions of this Act, in relation to any accounting
ﬂ gerlg% he profiis of that period of a company shall be taken to be the aggregate of-
#-WM all chargeable oil sold by the company in that period;
(b)  the value of all chargeable oil disposed of by the company in that period; and

(©) all income of the company of that period incidental to and arising from any one or
more of its petroleum operations.

2 For the purposes of subsection (1) (b) of this section, the value of any
chargeable oil so disposed of shall be taken to be the aggregate of-

@) the value of that oil as determined, for the purpose of royalty, in accordance with the
provisions of any enactment applicable thereto and any financial agreement or
arrangement between the Federal Government of Nigeria and the company;



(b)

(©

any cost of extraction of that oil deducted in determining its value as referred to in
paragraph (a) of this subsection; and

any cost incurred by the company in transportation and storage of that oil be- tween
the field of production and the place of its disposal.

3) The adjusted profit of an accounting period shall be the profits of
that period after the deductions allowed by subsection (1) of section 10 of this Act
and any adjustments to be made in accordance with the provisions of section 14 of
this Act.

4) The assessable profit of an accounting period shall be the adjusted
profit of that period after any deduction allowed by section 20 of this Act.

(5) The chargeable profits of an accounting period shall be the
assessable profits of that period after the deduction allowed by section 20 of this

occupig
of surfs

(b)

[1996 No. 31.]

(d) all royalties the liahility for which was incurred by the company during that period
in respect of crude oil or of casinghead petroleum spirit won in Nigeria;

Lavvyers Nedrvwendtinmgrtod rema

carrymg on its petroleum operations;

(9) all sums incurred by way of interest on any inter-company loans obtained un-

der terms prevailing in the open market, that is the London Inter-Bank Offer

Rate, by companies that engage in crude oil production operations in the Nige-
} tr,

[1999 No. 30.]

(h) any expense incurred for repair of premises, plant, machinery, or fixtures

(i)

em- ployed for the purpose of carrying on petroleum operations or for the
renewal, repair or alteration of any implement, utensils or articles so
employed;

debts directly incurred to the company and proved to the satisfaction of the
Board to have become bad or doubtful in the accounting period for which
the adjusted profits is being ascertained notwithstanding that such bad or
doubtful debts were due and payable prior to the commencement of that
period: Provided that-



(i) the deduction to be made in respect of a doubtful debt shall not exceed
that portion of the debt which is proved to have become doubtful dur-
ing that accounting period, nor in respect of any particular debt shall it
include any amount deducted under the provisions of this paragraph in
determining the adjusted profit of a previous accounting period,

(ii)  all sums recovered by the company during that accounting period on
account of amounts previously deducted in respect of bad or doubtful
debts shall, for the purposes of subsection (1) (c) of section 9 of this
Act, be treated as income of that company of that period; and

(iii) it is proved to the satisfaction of the Board that the debts in respect of
which a deduction is claimed were either-

(@) included as a profit from the carrying on of petroleum
op- erations in the accounting period in which they
were in- curred; or

(b) advances made in the normal course of carrying on
petro- leum operations not being advances on account
of any item falling within the provisions of section 13
of this Act;

j) any other expendlture including tanglble drilling costs directly mcurred in

O

(k) any contributions to a pension, provident or other society, scheme or fund which
may be approved, with or without retrospective effect, by the Board subject to
such general conditions or particular conditions in the case of any such society,
scheme or fund as the Board may prescribe:

the Federal Government or to any State or Local Government Councn in Nigeria

by way of duty, customs and excise duties, stamp duties, education tax, tax (other

than the tax imposed by this Act) or any other rate, fee or other like charges;
[1996 No. 31]

ﬂﬂwym I\\J@ﬂ-wmkﬂm@frﬁm as may be prescribed by any rule made under this 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 thereof corresponding to such part of the liability
shall, for the purposes of subsection (1) (c) of section 9 of this Act, be treated as income
of the company of its accounting period in which such waiver or release was made or
given.

11. Incentives for utilisation of associated gas

(1) The following incentives shall apply to a company engaged in the utilization of associated
gas, that is-
[1998 No. 19.]



@ investment required to separate crude oil and gas from the reservoir into usable
products shall be considered as part of the oil field development;

(b) capital investment on facilities equipment to deliver associated gas in usable form at
utilization or designated custody transfer points shall be treated for tax purposes, as
part of the capital investment for oil development;

(©) capital allowances, operating expenses and basis of tax assessment shall be

subject to the provisions of this Act and the tax incentives under the revised
memorandum of understanding.

(2) The incentives specified under subsection (1) of this section shall be subject to the
following conditions, that is-
@ condensates extracted and re-injected into the crude oil stream shall be treated
as oil but those not re-injected shall be treated under existing tax arrangement;

the company shall pay the minimum amount charged by the Minister of Pe- troleum
Resources for any gas flared by the company;

the company shall, where practicable, keep the expenses incurred in the utili-
zation of associated gas separate from those incurred on crude oil operation and
only expenses not able to be separated shall be allowable against the crude oil
income of the company under this Act;
xpenses identified as incurred exclusively in the utlllzatlon of associated gas shall be
regard expenses and be allowable agal 5
taxed u i

O

only cofnpani ichi g i i SUPPI gas in
usable i i ? -
Methyl

all capi
chargesg

facilities shall be at zero per cent tax and zero per cent royalty.
[1999 No. 30.]

12. Application of incentives to utilisation of non-associated gas

ofit of any company of any accoun lng period from
its petroleum operatlons no deduction shall be allowed in respect of-

@) any disbursements or expenses not been money wholly and exclusively laid out or
expended, or any liability not being a liability wholly or exclusively in- curred, for
e,0f thos operatlons

e pur,
MW@IZ%B)N ﬁWW sum employed or intended to be employed as capital;

any capital employed in improvements as distinct from repairs;
(d) any sum recoverable under an insurance or contract of indemnity;

(e) rent of or cost of repairs to any premises or part of premises not incurred for the
purposes of those operations;

()] any amounts incurred in respect of any income tax, profits tax or other similar tax
whether charged within Nigeria or elsewhere;

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



(h) any payment to any provident, savings widows' and orphans' or other society, scheme
or fund, except such payments as are allowed under subsection (1) (g) of section 10
of this Act;

0] any customs duty on goods (including articles or any other thing) imported by the
company-
[1996 No. 31.J

(i) for resale or for personal consumption of employees of the
company;
or

(ii) where goods of the same quality to those so imported are produced
in Nigeria and are available, at the time the imported goods were
ordered by the company for sale to the public at the prices less or
equivalent to the cost to the company of the imported goods;

(j) any expenditure for the purchase of information relating to the existence and
extent of petroleum deposits.

2 Notwithstanding the provisions of subsection (1) (d) of section 10
this Act, in computing the adjusted profit of any company of any accounting
iod no deduction shall be allowed in respect of sums mcurred by way of
at period upon any borrowed mopg

either comgany hab an interest i
both have ipterestd in another col

nies; or|
both are su sidiaries of another

a complny sh
an inteest in i i

interest which in their opinion is
insignificant or remote, or where in their opinion that interest arises from a normal
market investment and the companies concerned have no other dealings or
connection between each other.

15. Artificial transactions, etc.

Q) Where the Board 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 arti- ficial or fictitious, the Board may disregard any such

ﬂﬂwym NGMWWh ad- justments shall be made as respects liability to
tax as the Bo#ird considers appropriate so as to counteract the reduction of
liability to tax effected, or reduction which would oth- erwise be effected, by the
transaction and the companies concerned shall be assessable accordingly. In this

subsection, the expression “disposition™ includes any trust, grant, covenant,
agreement or arrangement.

2 For the purpose of this section, the following transactions shall be
deemed to be artificial or fictitious, namely, transactions between persons one of
whom has control over the other or between persons both of whom are
controlled by some other person which, in the opinion of the Board, have not
been made on the terms which might fairly have been expected to have been
made by independent person engaged in the same or similar activities dealing
with one another at arm's length.



(3) Nothing in this section shall prevent the decision of the Board in
the exercise of any discretion given to the Board by this section from being
questioned in an appeal

against an assessment in accordance with Part V111 of this Act and on the hearing of any such
appeal the appropriate Appeal Commissioners or the Court may confirm or vary any such
decision including any directions made under this section.

16. Assessable profits and losses

(1) Subject to the provisions of this section, 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-

the amount of any loss incurred by that company during any previous ac- counting
period; and

in a case to which section 18 of this Act applies, the amount of any loss which
der that section is deemed to be a loss incurred by that company in its trade or
iness during its first accounting period.

(2) A deduction under subsection (1) of this section shall be made so
as possible from the amount, if any, of the adjusted proflt of the first
after that in which the Ioss was jg g i

instance,
be made
accountirfg
accounti

organi- sation of that trade or business or the transfer of its management to Nigeria and any
asset employed in that trade or business is so sold or transferred, then, if the Board is
satisfied that one of those companies has control over the other or that both companies are
con- trolled by some other person or are members of a recognlsed group of companies, the

of or bulk disposal of chargeable oil by or behalf of the Nigerian company ac-
quiring that trade or business has not occurred-
(i) direct that the first accounting period of the Nigerian company shall be
the period of twelve months commencing on the date on which the sale
ﬂﬂwym N@ﬂ-ww]]gﬂ]ﬁgn ade or business takes place, or commencing on such
date within the calendar month in which the sale or transfer takes place
as may be selected by the Nigerian company with the approval of the
Board; and



(i) for the purposes of subsection (2) (a) (i) of this section, an accounting
period as respects the Nigerian company shall be a period of twelve
months commencing on the date on which the sale or transfer of the
trade or business to the Nigerian company takes place, or commencing
on such date within the calendar month in which the sale or transfer
takes place as may be selected by the Nigerian company with the ap-
proval of the Board, and the definition of "accounting period" in sec-
tion 2 of this Act shall be construed accordingly, but without prejudice
to the continued application in respect of the Nigerian company of the
provisions of paragraphs (b), (c) and (d) of that definition;

[Second Schedule.]
(b)  direct that for the purposes of the Second Schedule the asset sold or transferred
to the Nigerian company by the company selling or transferring the trade or
business shall be deemed to have been sold for an amount equal to the residue
of the qualifying expenditure on the asset on the day following the day on
which the sale or transfer thereof occurred; and
irect that the Nigerian company acquiring the asset so sold or transferred shall

Q

ot be entitled to any initial allowance in respect of that asset, and shall be
e received all allowances given to the campany selling Qeiza
or business in respect of the a3

ferring he trade

and in the event of failure by that company or, as the case may be, those companies to
carry out or fulfil the guarantee or conditions, the Board may revoke the direction and
may make all such additional assessments or repayment of tax as may be necessary to
give effect to the revocation.

Q) Where in pursuance of the provisions of Part X of the Companles and
Allied Matters Act, a company (in this subsection referred to as "the Reconstituted
Company") is incorporated under that Act to carry on any trade or business of petroleum
operations previously carried on in Nigeria by a foreign company and the assets

Lawyer$ Nl Woitkfing Arena

by the foreign company in that trade or business vest in the reconstituted company, then, if
the Board is satisfied that the trade or business carried on by the Reconstituted Com- pany
immediately after the incorporation of that company under that Act is not substan- tially
different in nature from the trade or business previously carried on in Nigeria by the
foreign company, the provisions set out in subsection (2) of this section shall have effect,
notwithstanding anything in this Act to the contrary.

[Cap. C20.]

2) The following provisions shall have effect in a case to which subsection
(1) of this section applies, namely-



(@) if as respects the trade or business previously carried on in Nigeria by the for-
eign company the first sale of or bulk disposal of chargeable oil by or on be-
half of the foreign company has occurred on or before the date on which the
Reconstituted Company is incorporated-

(i) the first accounting period of the Reconstituted Company shall be the
period of twelve months commencing on the date on which that com-
pany is incorporated, or commencing on such date within the calendar
month in which the company is incorporated as may be selected by the
company with the approval of the Board; and

(i) for the purposes of subsection (2) (a) (i) of this section, an accounting

period as respects the Reconstituted Company shall be a period of
twelve months commencing on the date on which that company is in-
corporated, or commencing on such date within the calendar month in
which the Reconstituted Company is incorporated as may be selected
by the company with the approval of the Board, and the definition of
"accounting period™ in section 2 of this Act shall be construed ac-
cordingly, but without prejudice to the continued application in respect
of the Reconstituted Company of the provisions of paragraphs (b), (c)
of that definition;

pre- vi

the Red

(d)  the amount of any loss incurred during any accounting period by the forelgn

company in the said trade or business previously carried on by it in Nigeria, being
a loss which has not been allowed agalnst any assessable profits of any

()  no deduction shall be made under this paragraph in respect of the
loss
aforesaid except to extent, if any, to which it is proved by the Recon-
stituted Company to the satisfaction of the Chief Petroleum Engineer in the
givil ser ice of the Federation that the loss was not the result of any
ﬂpawy@m N@ﬂ'ww |on caused by any military or other operation con-
nected with the civil war in which Nigeria was engaged;

(if) notwithstanding the foregoing proviso, the President may by order,
direct that, to the extent specified in the direction, a deduction under
this paragraph shall be made in respect of a loss which is the result of any
damage or destruction caused by any military or other operations
mentioned in that proviso:

Provided however, that no deduction in respect of any loss to which this paragraph applies
shall be made unless within two years after the incorporation of the Reconstituted Company a
claim for that deduction is lodged by that company with the Chief Petroleum Engineer aforesaid
and a copy of the claim is forwarded by that company to the Board.



(3) In this section "*foreign company'* means a company incorporated outside Nige-
ria before 18 November 1968, and having on that date an established place of business in
Nigeria.

19. Board may call for returns and information relating to certain assets, etc.

For the purposes of sections 17 and 18 of this Act, the Board may by notice require any
person (including a company to which any assets are sold or transferred, or in which any
assets have vested in pursuance of Part X of the Companies and Allied Matters Act), to
complete and deliver to the Board any returns specified in the notice or any such in-
formation as the Board may require about the assets; and it shall be the duty of that per-
son to comply with requirements of any such notice within the period specified in the
notice, not being a period of less than 21 days from the service thereof.

[Cap. C20.]

Chargeable profits and capital allowances

i he chargeable profits of any company of any accounting period shall be the amount
essable profits of that period after the deduction of any amount to be allowed in
p with the provisions of this section.

There shall be computed the aggregate amount of all allowances due to the
nder the provisions of the Second Schedule for the accounting period.

[Second Schedule.]

lied to ensurg
be not less th

computed under the Second Schedule to this Act for that period, whichever is the
less.

[Second Schedule.]

the provusuons of the Second Schedule to this Act for that foIIowmg accountlng perlod

PART IV
ﬂ Z@gertam@ent of assessable tax and of chargeabLe tax
21. Assessable tax
Q) The assessable tax for any accounting period of a company shall be an

amount equal to 85% of its chargeable profits of that period.

2 Where a company has not qualified for treatment under paragraph 6 (4) of
the Second Schedule to this Act, that is to say, where a company has not yet commenced to
make a sale or bulk disposal of chargeable oil under a programme of continuous produc-
tion and sales as at | April 1977, its assessable tax for any accounting period during which
it has not fully amortised all pre-production capitalised expenditure due to it less the
amount to be retained in the book as provided for in paragraph 6 of the Second Schedule to
this Act shall be 65.75% of the chargeable profits for that period.

[Second Schedule.]



22. Chargeable tax

(1) A crude oil producing company which executed a Production Sharing Contract with
the Nigerian National Petroleum Corporation in 1993 shall, throughout the duration of the
Production Sharing Contract, be entitled to claim an investment tax credit allow- ance as
an offset against tax in accordance with the provision of the Production Sharing Contract.

[1999 No. 30.]

(2) The investment tax credit rate applicable to the contract area shall be 50% flat rate
of chargeable profit for the duration of the Production Sharing Contract.

[1999 No. 30]

(3) In computing the tax payable, the investment tax credit shall be applicable in full to
troleum operations in the contract area such that the chargeable tax is the amount of the
able tax less the investment tax credit.

[1999 No. 30.]

e chargeable tax computed under subsection (3) of this section shall be split
Nigerian National Petroleum Corporation and the crude oil producing com- pany
e with the proportion of the percentage of profit of oil split.

[1999 No. 30.]

(5) In this sectn-
contract ared' meafs the contract

Contract™ h

2 he amount referred to in the foregoing subsection is, for any accounting
period of a company, the amount which the chargeable tax for that period, calculated in
accor- dance with the provisions of this Act, would come to if, in the case of crude oil
exported from Nigeria by the company, the reference in section 9 (1) (a) of this Act to the

i ebb mulidal\ine

ditional chargeable taX pa ompany by virtue
of this section for any accounting period shall be payable con ly with the final
instal- ment of the chargeable tax payable for that period apart from this section, and shall
be assessed and be paid by the company accordingly under the provisions of this Act.

(5) In this section, ""posted price™, in relation to any crude oil exported from
Wigéwﬁﬂmm ice F.O.B. at the Nigerian port of export for crude oil
of the “gravity and quaHity in question which is from time to time established by the
company, after agreement with the Government of Nigeria as to the procedure to be
followed for the purpose, as its posted price for Nigerian crude oil of that gravity and
quality.

(6) Every posted price established as aforesaid must bear a fair and reasonable
rela- tionship-

@) to the established posted prices of Nigerian crude oils of comparable
quality and gravity, if any; or



(b) if there are no such established posted prices for such Nigerian crude
oils to the posted prices at main international trading export centers for
crude oil of comparable quality and gravity,

due regard being had in either case to freight differentials and all other relevant factors.
(7) References in this section to crude oil include references to
casinghead petroleum spirit which has been injected into crude oil.

(8) Where any crude oil which in relation to a particular company is
chargeable oil is exported from Nigeria otherwise than by that company,
that crude oil shall for the pur- poses of this section be deemed to be
exported from Nigeria by that company.

PART V

Persons chargeable

erships, etc.

Any person (other than a company) who engages in petroleum operations
s own account or jointly with any other person or in partnership with any other
ha vi aring the profits arising from those gperati

O

offence.

such rules may contain provisions which have regard to any circumstances whereby such
operations are partly carried on for any companies by an operating com- pany whose
expenses are reimbursed by those companies.

e agre p
company so engaged in any partnershrp Jornt adventure scheme or arrangement than would
have been imposed upon that company under this Act if all things enjoyed, done or suffered
by such partnership, joint adventure, scheme or arrangement had been enjoyed, done or
suffered by that company in the proportion in which it enjoys, does or suffers those things

underorby virtue of that partnership, joint adventure, scheme or arrange-
ﬂﬂwyeﬂaﬂeﬂ'wwﬁmgm

from that person in a manner similar to a suit for any other tax under section 48 of this Act
subject to any necessary modification of that section.

29. Indemnification of representative

Every person answerable under this Act for the payment of tax on behalf of a com-
pany 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 sufficient 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 Act.

PARTYI



Accounts and particulars

30. Preparation and delivery of accounts and particulars

25. Companies not resident in Nigeria

(1) A company not resident in Nigeria which is or has been engaged in
petroleum op- erations (hereinafter in this section referred to as a "non-resident company")
shall be as- sessable and chargeable to tax, either directly or in the name of its manager, or
in the name of any other person who is resident in Nigeria, employed in the management
of the petroleum operations carried on by such non-resident company, as such non-
resident company would be assessed and charged if it were resident in Nigeria.

(2) The person in whose name a non-resident company is assessable and
argeable to tax shall be answerable-

for all matters required to be done by virtue of this Act for the assessment of the tax
s might be required to be done by such non-resident company if it were resident in
eria; and

aying any tax assessed and charged in the name of such person by virtue of

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 assessment and charge to tax of
such company and for payment of such tax.

stantlal part of |ts assets to any person without having paid any tax assessed or charge-
able upon the company, for any accounting period ending prior to such transfer and in the
opinion of the Board one reason for such transfer by the company was to avoid payment
of such tax then that tax as charged upon the company may be sued for and recovered

Lawyers Nelrworking Arena

31. Board may call for further information

The Board may give notice in writing to any company which is or has been engaged in
petroleum operations when and as often as to the Board may seem necessary requiring it
to furnish within such reasonable time as may be specified by such notice fuller or fur-
ther information as to any of the matters either referred to in section 30 of this Act or as to
any other matters which the Board may consider necessary for the purposes of this Act.

32. Power to call for returns, books, etc.



(1) For the purpose of obtaining full information in respect of any company's
petro- leum operations the Board may give notice to such company requiring it within the
time limited by such notice, which time shall not be less than 21 days from the date of
service of such notice, to complete and deliver to the Board any information called for in
such notice and in addition or alternatively requiring an authorised representative of such
company or its liquidator, receiver or the agent of such liquidator or receiver, to attend
before the Board or its authorised representative on such date or dates as may be speci-
fied in such notice and to produce for examination any books, documents, accounts and

(1) Every company which is or has been engaged in 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-

@ computations of its estimated adjusted profit or loss and of its estimated as-
sessable profits of that period,;

(b) in connection with the Second Schedule to this Act, a schedule showing-
[Second Schedule.]

(i)  the residues at the end of that period in respect of its assets;

(iiy  all qualifying petroleum expenditure incurred by it in that period,;

(iii) the values of any of its assets (estimated by references to the provisions of that
e) disposed of in that period; and

O

(iv)
a comp’]‘
a statel
for whi

a state
toinsu

nt (whichever is lat® 0

accounts (bearing an auditor's certificate) of that period, made up in accordance with the
provi- sions of subsection (1) of this section, and copies of the particulars referred to in
that sub- section relating to that period; and such copy of those accounts and each copy of
those particulars (not being estlmates) shall contain a declaratlo

to keep books oraccounts WhICh in the op|n|on of the Board are adequate for the purpose of
ascertaining the tax, the Board may by notice in writing require it to keep such records,

books and accounts as the Board considers to be adequate in such form and in such lan-
guage as the Board may in the said notice direct and, subject to the provisions of subsec-

tions £3) and (4).of this secfion, the company shall keep records, books and accounts as

3) An appeal shall lie from any direction of the Board made under this section to
a judge of the High Court.

4) On hearing such appeal the judge may confirm or modify such direction and
any such decision shall be final.

33. Returns of estimated tax

Q) Not later than two months after the commencement of each accounting
period of any company engaged in petroleum operations, the company shall submit to the
Board a return, the form of which the Board may prescribe, of its estimated tax for such
account- ing period.



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

34. Extension of periods for making returns

Where it is shown by any company to the satisfaction of the Board that for some good
reason the company is not able to comply with the provisions of section 30 of this Act within
the time limited by that section or any notice given to it under section 31 or 32 of this Act,
within the time limited by any such notice, the Board may grant in writing such extension of
that time as the Board may consider necessary.

PART VII

Assessments

to make assessments

The Board shall proceed to assess every company with the tax for any
period of the company as soon as may be after the expiration of the time
uch company for the delivery of the accounts and particulars provided for in
section 30 of this "

such company'ls liable to pay tax, the Board may estimate the amount of the tax to be paid
by such company for that accounting period and make an assessment accordingly, but
such assessment shall not affect any liability otherwise incurred by such company by
reason of its fallure or neglect to dellver such accounts and partlculars or to compIy Wlth

A 0 d
to have been charged and assessed for any accounting perlod oft e company, the Board
may within six years after the expiration of that accounting period and as often as may be
necessary, assess such company with tax for that accounting period at such amount or
additional amount as in the opinion of the Board ought to have been charged and as-
sessed and may make any consequential revision of the tax charged or to be charged for

ﬂﬂwy@m the company.
2 Where a revision under subsection (1) of this section results in a 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 subsequent 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 of tax for any accounting period of a company which

ought to have been charged, all relevant facts consistent with subsection (3) of section 43



of this Act shall be taken into account even though not known when any previous
assessment or ad- ditional assessment on the company for that accounting period was

being made or could have been made.

4) Notwithstanding the other provisions of this section, where any form of
fraud, wilful default or neglect has been committed by or on behalf of any company in
connec- tion with any tax imposed under this Act, the Board may, at any time and as often
as may be necessary, assess the company on such amount as may be necessary for the
purpose of recovering any loss of tax attributable to the fraud, wilful default or neglect.

[1996 No. 30.]

7. Making of assessments, etc.

Assessments of tax shall be made in such form and in such manner as the
shall authorise and shall contain the names and addresses of the companies assessed
of the persons in whose names any companies (with the names of such companies)
assessed to tax, and in the case of each company for each of its accounting
particular accounting period and the amount of the chargeable profits of and
hx and chargeable tax for that period.

section (2) of this section.

2 If any person in whose name an assessment was made in accordance with
the prowslons of th|s Act dlsputes the assessment that person may applyto the Board by
. :

sickness or other reasonable cause, the person in whose name the assessment was made
was pre- vented from making the application within such period of 21 days, shall extend
the period as may be reasonable in the circumstances.

ﬂﬂwym M@ﬂ'mmhmqew&mme of objection referred to in subsection (2) of this

section the Board may within such time and at such place as the Board shall specify,
require the person giving the notice of objection to furnish such particulars as the Board
may deem necessary, and may by notice within such time and at such place as the Board
shall spec- ify, require any person to give evidence orally or in writing respecting any
matters neces- sary for the ascertainment of the tax payable, and the Board may require
such evidence if given orally to be given on oath or if given in writing to be given by
affidavit.

(5) In the event of any person assessed who has objected to an assessment
made upon him agreeing with the Board as to the amount of tax liable to be assessed, the
assessment shall be amended accordingly and notice of the tax payable 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 Board the amount of the tax, the Board shall give such
applicant notice of refusal to amend the assessment as desired by such applicant, and may
revise the assessment to such amount as the Board may determine and give such applicant
no- tice of the revised assessment and of the tax payable together with notice of refusal to
amend the revised assessment and, wherever requisite, any reference in this Act to an
assessment or to an additional assessment shall be treated as a reference to an assessment
or to an additional assessment as revised under the provisions of this subsection.

39. Errors and defects in assessment and notice

(1)  Noassessment, warrant or other proceeding purporting to be made in
accordance with the provisions of this Act shall be 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 or according to the
intent and meaning of this Act or any Act amending the same, and if the company
essed or intended to be assessed or affected thereby is designated therein according
mmon intent and under- standing.

An assessment shall not be impeached or affected-
by reason of a mistake therein as to-

(i) the name of a company liable or of a person in ywhose name a cogagag
isfpssessdd; or

(ii) thle amodInt of the tax;

be made in

[1996 No. 30.]

(2) Accordlngly and notwnhstandmg anything to the contrary in any law, any as-

(1) Any person (being a company or a person in whose name a company is
assessed) being aggrieved by an assessment made upon him, who has failed to agree with
the Board as referred to in section 38 (6) of this Act, may appeal against the assessment to

an- propriate Appeal Commissioners upon giving notice in writing to the Board and to
\ m&m within thirty days after the date of service upon him

a:a":/ (01 --"w« 00
of notice of the refusal of the Board to amend the assessment as desired:

Provided that notwithstanding the lapse of such period of thirty days, by not more

than a further period of sixty days, such person may appeal against the said assessment if

he gives such Commissioners the particulars mentioned in paragraphs (a) to (c) inclusive of
subsection (2) of this section and if he shows to their satisfaction that, owing to ab- sence
from Nigeria, sickness or other reasonable cause he was prevented from giving notice of
appeal within such period of thirty days, and that there has been no unreason- able delay on
his part; and upon the Commissioners being so satisfied, such person shall give such notice
in writing to the Board and to such secretary within seven days thereof.

2 A notice of an appeal against an assessment, to be given under subsection
(1) of this section, shall specify the following particulars-



@ the official number of the assessment and the accounting period for which it
was made;

(b)  the amount of the tax charged by the assessment;

(©) the date upon which the appellant was served with notice of refusal of the
Board to amend the assessment as desired,;

(d)  the precise grounds of his appeal against the assessment; and

(e) an address for service of any notices, precepts or other documents to be given,
by the secretary to the appropriate Appeal Commissioners, to the appellant:
Provided that at any time the appellant may give notice to such secretary and to the
Board, by delivering the same or by registered post, of a change of such address but any such
notice shall not be valid until delivered or received.

(3) For the purposes of this section, the appropriate Appeal Commissioners and
ecretary to whom an appellant may give notice of appeal against an assessment under
lon (1) of this section shall be the body of Appeal Commissioners, if any, estab-

der the provisions of section 53 (1) of the Companies Income Tax Act, for the

ich is situated the office of the Federal Inland Revenue Service from which the

t assessment was issued.

[Cap. C21]

Act shall appl

isfons of subsec
nhder this secti

(8)
made or to be made (or any rules replacing any such rules) under section 55 (12) of the
Companies Income Tax Act shall apply to any appeal or to any such procedure for the
purposes of this section and Act with any necessary modifications.

2 Notwithstanding the lapse of such period of thirty days by not more than a
further period of sixty days, such person may appeal against the said assessment and
decision if he shows to the satisfaction of the judge that, owing to absence from Nigeria,
3|ckness or other reasonable cause he was prevented from giving notice of appeal within
56ﬁ21(3th'?jag}atl:here has been no unreasonable delay on his part; and

i : h person shall give such notice in writing to the Board
W|th|n seven days thereof

3) Where no appropriate body of Appeal Commissioners has been appointed
with jurisdiction to hear an appeal, against an assessment made upon any person, under the
provisions referred to in subsection (3) of section 41 of this Act, such person being ag-
grieved by the assessment and having failed to agree with the Board as referred to in sub-
section (6) of section 36, may appeal against the assessment to the Federal High Court
upon giving notice in writing to the Board within thirty days after the date of service upon
him of notice of the refusal of the Board to amend the assessment as desired and the
provisions of subsection (2) of this section, so far as they are applicable, shall apply.

4 If the Board is dissatisfied with a decision of any Appeal Commissioners, it
may appeal against the decision to the Federal High Court upon giving notice in writing to
the other party to the appeal under section 41 of this Act upon which such decision was



given, within thirty days after the date upon which such decision was given and the pro-
visions of this section, so far as they are applicable, shall apply to any such appeal to the
Federal High Court by the Board.

(5) Every company appealing shall appoint an authorised representative who
shall 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 Ni-
geria, sickness 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 as he thinks necessary for the attendance of the appellant's representative,
or he may admit the appeal to be made by any other agent, clerk or servant of the appel-
lant, on its behalf or by way of written statement.

Twenty-one clear days' notice shall, unless rules made hereunder otherwise
Ade, be given to the Board of the date fixed for the hearing of the appeal.

The onus of proving that the assessment complained of is excessive shall be

llant.
o The judge may confirm, reduce, increase or annul the assessment or make
SHie d asta.Rim may seem fit.

(12) The costs of the appeal shall be at the discretion of the judge hearing the

appeal and shall be a sum fixed by the judge.

(14) An appeal against the decision of the judge shall lie to the Court of Appeal-

at the instance of the appellant where the decision of the judge is to the effect
that tZeocorrect ssessment of tax is in the sum of N 1,000 or upwards; and

@)
MWM Méﬂlﬁsia% the decision of the judge is in respect of a matter in

which the Board claimed that the correct assessment of tax was in the sum of N1 ,000 or
upwards.

43. Assessment to be final and conclusive

Q) Where no valid objection or appeal has been lodged within the time limited
by section 38, 41 or 42 of this Act, as the case may be, against an assessment as regards the
amount of the tax assessed thereby, or where the amount of the tax has been agreed to
under subsection (5) of section 38 of this Act, or where the amount of the tax has been
determined on objection or revision under subsection (6) of section 38 of this Act, or on
appeal, the assessment as made, agreed to, revised or determined on appeal, as the case
may be, shall be final and conclusive for all 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 as-
sessment is not paid within the appropriate period or periods prescribed in this Act, the
provisions thereof relating to the recovery of tax, and to any penalty under section 42 of
this Act, shall apply to the collection and recovery thereof subject only to the set-off of the
amount of any tax repayable under any claim, made under any provisions of this Act,
which has been agreed to by the Board or determined on any appeal against a refusal to
admit any such claim.

(2) Where an assessment has become final and conclusive, any tax overpaid
shall be repaid.

(3) Nothing in section 38 of this Act or in this Part shall prevent the Board from
making any assessment or additional assessment to tax for any accounting period which
does not involve re-opening any issue on the same facts which has been determined for that
ccounting period, under subsection (5) or (6) of section 38 of this Act by agreement or
ise or on appeal.

PART IX
Collection, recovery and repayment of tax
ure in cases where objection or appeal is pending

n of tax shall in cases where notice of an objection or an appeal has been given
eyancf rEnding proceedings for any instalg i
objection or g 2

(3) Each of the remainder of monthly payments to be made subsequent to
the pay- ment under subsection (2) of this section shall be due and payable not later
than the last day of the month in question and shall be i in an amount equal to the
amount of tax esti-




company in accordance with section 33 (2) of this Act less so much as has already been paid
for such accounting period divided by the number of such of the monthly payments
remaining to be made in respect of such accounting period.

4) A final statement of tax shall be due and payable within 21 days after
the service of the notice of assessment of tax for such accounting period, and shall
be the amount of the tax assessed for that accounting period less so much thereof as
has already been paid under subsections (2) and (3) of this section or is the subject of
proceedings.

(5) Any instalments on account of tax estimated to be chargeable shall be
treated as tax charged and assessed for the purposes of sections 46 and 48 of this
Act.

(6) 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
e given effect to as set out in the Third Schedule of this Act.

[Third Schedule.]

non-payment of tax and enforcement of payment

instalment of tax due and payable pursuant to section 41 is not paid
priate time limit prescribed in section 45 of this Act-

five per cent of the amount of the instalment of taxdye and payable sha

(b)

©

assessed,
(b) of this sec

(3) The Board may, for any good cause shown, remit the whole or any part of the
penalty due under subsection (1) of this section.

47. Collection of tax after determination of objection or appeal

48. Suit for tax by the Board
Q) Tax may be sued for and recovered in a court of competent jurisdiction at the

a) ('t'unﬂ' ’-’-l-m W the Board in its official name with full costs of
n Gk t or from the person in whose name the company

is assessed to such tax as a debt due to the Government of the Federation.

2 For the purposes of this section, a court of competent jurisdiction shall include a
magistrate's court, which court is hereby invested with the necessary jurisdiction, if the
amount claimed in any suit does not exceed the amount of the jurisdiction of the magis-
trate concerned with respect to personal suits.

3) In any suit under subsection (1) of this section the production of a certificate
signed by any person duly authorised by the Board giving the name and address of the
defendant and the amount of tax due by the defendant shall be sufficient evidence of the
amount so due and sufficient authority for the court to give judgment for the said amount.

49. Relief in respect of error or mistake



(1) If any person who has paid tax for any accounting period alleges that any
assess- ment, made upon him or in his name for that period, was excessive by reason of
some error or mistake in the accounts, particulars or other written information supplied by
him to the Board for the purpose of the assessment, such person may at any time, not later
than six years after the end of the accounting period in respect of which the assessment
was made, make an application in writing to the Board for relief.

(2) On receiving any such application the Board shall inquire into the matter and
subject to the provisions of this section shall by way of repayment of tax give such relief in
respect of the error or mistake as appears to the Board to be reasonable and just.

(3) No relief shall be given under this section in respect of an error or mistake as to
the basis on which the liability of the applicant ought to have been computed where such
accounts, particulars or information was in fact made or given on the basis or in accor-

a\vith the practice of the Board generally prevailing at the time when such accounts,
or information was made or given.

determining any application under this section the Board shall have regard to
ircumstances of the case, and in particular shall consider whether the
would result in the exclusion from charge to tax of any part of the

of the applicant, and for this purpose the Board may take into consid-

y of the applicant and assessments made upon him in respect of other

Save as is ottferwisefin this Act ex
overpaid shalf be allpwed unless it
he accounting periog to which it re
|| give to the Elaimaft notice of r

any of the provi of this Act or i
and upon the receipt of the certificate, the Accountant-General of the Federation shall
cause repayment to be made in conformity therewith.

ure to submit a return under section 33 of this Act or is a failure, arlsmg from the prow-
sions of Part VI of this Act, to deliver accounts, particulars or information or to keep rec-
ords required, a further sum of N 2,000 for each and every day during which such offence
or failure continues, and in default of payment to imprisonment for six months, the liabil-
tp comm the day following the conviction, or from such

2 Any person who-

@) fails to comply with the requirements of a notice served on him under this Act; or

(b) having a duty so to do, fails to comply with the provisions of section 30 of this Act; or

(c) without sufficient cause fails to attend in answer to a notice or summons served on
him under this Act or having attended fails to answer any question lawfully put to
him; or

(d) fails to submit any return required to be submitted by section 29 of this Act in

accordance with that section or in accordance with that section and section 34 of this
Act, shall be guilty of an offence.

3) Any offence in respect of which a penalty is provided by subsection (1) of this



section shall be deemed to occur in Lagos.

52. Penalty for making incorrect accounts, etc.
) Every person who without reasonable excuse-

@) makes up or causes to be made up any incorrect accounts by omitting or un- derstating
any profits or overstating any losses of which he is required by this Act to make up
accounts; or

(b) prepares or causes to be prepared any incorrect schedule required to be pre- pared by
section 30 of this Act by overstating any expenditure or any incorrect statement required
to be prepared by section 30 of this Act by overstating any royalties or other sums or by
omitting or understating any amounts repaid, re- funded, wai ved or released; or




(© gives or causes to be given any incorrect information in relation to any matter or thing
affecting his liability to tax,

shall be guilty of an offence and shall be liable to a fine of N 1,000 and double the amount of
tax which has been undercharged in consequence of such incorrect accounts, schedule,
statement or information, or would have been so undercharged if the accounts, schedule,
statement or information had been accepted as correct.

(2 No person shall be liable to any penalty under this section unless the complaint
concerning such offence was made at any time within six years after the end of the ac-
counting period in respect of which the offence was committed.

(3) The Board may compound any offence under this section, and may before judg-
ment stay or compound any proceedings thereunder.

e statements and returns

f\ny person who-

purpose of obtaining any deduction, rebate, reduction or

,ac- count, particulars or statement made or furnished with

0 tax, know- ingly makes any false statement or false
gs.or fraudu- lently alters or uses, or

the court may before judgment stay or compound any proceedings thereunder.
54. Penalty for failure to withhold tax

Any person who belng reqmred to deduct withholding tax under thls Act, fails

to any person who fails to Wlt old or, if withheld, fails to remlt the amount required to be
withheld, a notice stating the amount of tax not withheld or not remitted and the place at
which payment should be made, and the provisions of this Act relating to tax assessment
and recovery shall apply.

55. Pena N,ﬁ r oﬁenﬁes by autzorlsed and unauthorised persons

(@) being a member of the Board charged with the due administration of
this Act or any assistant employed in connection with the assessment and
collection of the tax who-

(i)  demands from any person an amount in excess of the authorised
as-
sessment of the tax payable;

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




(iii) renders a false return, whether verbal or in writing, of the
amounts of tax collected or received by him;

(iv) defrauds any person, embezzles any money, or otherwise uses his
po- sition so as to deal wrongfully either with the Board or any
other indi- vidual; or

(b) not being authorised under this Act to do so collects or attempts to
collect the tax under this Act,

shall be guilty of an offence and be liable to a fine of N 600 or to imprisonment for three years
or both.

56. Deduction of tax at source

(1) Income tax assessable on any company, partnership or person
(whether or not resident in Nigeria) who provides petroleum operation
rvices and related activities to a company carrying on petroleum
rations in Nigeria, whether or not an assessment has been made, shall be
erable from any payment (whether or not made in Nigeria) made by
rson to such company, partnership or person.

For the purpose of this section, the rate at which tax |s to be
dan = ture of the activities and services foru

credited, whighever first occurs, s
No. 450, Offigial Gdzette No. 34
Government Notice feplacing it.

(3) A cpmpany which has de
to the Board fhe ampunt of tax de
showing the f§lame a§d address of
and the naturg of actjvities or serv

Incme taxjrec
pay|
es

partnership or persons by an assessment: provided that the total of such
deduction does not exceed the amount of the assessment.

57. Tax to be payable notWIthstandlng any proceedings for penalties

C C U
commenced, except at the mstance of or with the sanction of the Board

59. Saving for criminal proceedings
The provisions of this Act shall not affect any criminal proceedings under any other
Lawyér8' Nedrworking Arena
PART XI

Miscellaneous

60. Restrictions on effect of the Personal Income Tax Act and other Acts

No tax shall be charged under the provisions of the Personal Income Tax Act or any other
Act in respect of any income or dividends paid out of any profits which are taken into
account, under the provisions of this Act, in the calculation of the amount of any chargeable
profits upon which tax is charged, assessed and paid under the provisions of this Act.

[Cap. P8.]

61. Double taxation arrangements with other territories




(1) If the Minister by order declares that arrangements specified in the order have
been made with the Government of any territory outside Nigeria with a view to affording
relief from double taxation in relation to tax imposed under the provisions of this Act and
any tax of a similar character imposed by the laws of that territory, and that it is expedient
that those arrangements should have effect, the arrangements shall have effect notwith-
standing anything in any enactment.

(2) The Minister may make rules for carrying out the provisions of any
arrangements having effect under this section.

(3) An order made under the provisions of subsection (1) of this section may
include provisions for relief from tax for accounting periods commencing or terminating
before the making of the order and provisions as to income (which expression includes
profits) which is not itself liable to double taxation.

Where, before the publication of this Act in the Federal Gazette upon
any order has been made under the provisions of section 33 of the Income Tax




(b) such order was made on a day after the year 1957, then, for the purposes of
this Act, that order shall be deemed to have been made under this section
on that day and the arrangements specified therein shall have effect, in
Nigeria, as respects tax for any accounting period beginning on or after the
date when those arrangements come into force and for the unexpired
portion of any ac- counting period current at that date,

and where any arrangements, to which this subsection applies, contain a provision for
exchange of information with the Commissioner of Income Tax or the Commissioner as
defined in section 2 of the Income Tax Act then the order, with respect to those arrange-
ments, as deemed to have been made under this section, shall be deemed to provide for such
exchange with the chairman of the Board as respects tax.

[Cap. 85 of the 1958 Laws of Nigeria.]

The Minister may by order replace or vary any order deemed to have been
his section for the purposes of this Act, without otherwise affecting such last-
der for the purpose of any other Act.

calculating relief to be allowed for double taxation

ovisions of this section shall have effect where, under arrangements having
ion 61 of this Act, foreign tax payable in respect of any income in the
efoment of which the arrangements are maded :

(@  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
aIIowance of credlt under any arrangements havmg effect under sectlon 61 of

(5) 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 di punt of tha income shall be increased by the amount of the foreign
Larw ygry. N

Ybte- G ken into account in computing the amount of the
credit.

(6) Where the amount of the foreign tax attributable to the income exceeds the credit
there for computed under subsection (3) of this section, then the amount of that income, to
be included in computing profits for any purpose of this Act other than that of subsec-
tion (3) of this section, shall be taken to be the amount of that income increased by the
amount of the credit therefor after deduction of the foreign tax.

(7)  Where-

@) the arrangements provide, in relation to dividends of some classes, but not in
relation to dividends of other classes, that foreign tax not chargeable directly or by



deduction in respect of dividends 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 divi- dends;and

(b) a dividend is paid which is not of a class in relation to which the arrangements so
provide,

then, if the dividend is paid to a company which controls, directly or indirectly, not less
than half of the voting power in the company paying the dividends, credit shall be al-

lowed as if the dividend were a dividend of a class in relation to which the arrangements so
provide.

(8) 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 in the event of any dispute as to the
amount allowable the Board shall give to the claimant notice of refusal to admit the claim
all be subject to appeal in like manner as an assessment.

here the amount of any credit given under the arrangements is rendered
hnsufficient by reason of any adjustment of the amount of any tax payable
or elsewhere, nothing in this Act limiting the time for the making of
ims for repayment of tax shall apply to any assessment or claim to which
ves rise, being an assessment or claim made not later than three years
all such assessments, adjustments and other determinations have been
igeri elsayvhere, as are material in determinigaasasier any, and |

SECOND SCHEDULE
[Sections 10, 20 and 30.]

ﬂﬂwym N@ﬂ-wwmg Am%ital allowances

ARRANGEMENT OF PARAGRAPHS

PARAGRAPH

1. Interpretation.

2. Provisions relating to qualifying petroleum expenditure.

3. Owner and meaning of relevant interest.

4. Sale of buildings, etc.

5. Petroleum investment allowance 6. Annual allowances.

7. Asset to be in use at end of accounting period.

8. Balancing allowances.

9. Balancing charges.



10. Residue.

11. Meaning of "disposed of'.

12. Value of an asset.

13. Apportionment. 14. Part of an asset.

15. Extension of meaning of “in use".

16. Exclusion of certain expenditure.

17.  Asset used or expenditure incurred partly for the purpose of petroleum operations.
18. Disposal without change of ownership.

For the purposes of this Schedule, unless the context otherwise requires-

L includes an oil exploration licence, an oil prospecting licence, an oil mining
title or interest in or to petroleum oil in the ground and any option of acquir-
, title or interest;

s an agreement for a lease where the term to be covered by the lease has
and any agreement for the letting or hiring out of an asset, but does not _include
a mortgage, and all cognatfF exprek "

accorciagdys and-
where, witlj the cg
sion thereof after t
to him, thaglease §

er called "qualifyieese
on plant, machinery or fixtures;

(b) capital expenditure (hereinafter called "qualifying pipeline and storage expen-

diture) incurred on pipelines and storage tanks;

o X a) or (b
in connection with, or with petroleum operations in view of-
(i) the acquisition of, or of rights in or over, petroleum deposits;

(i) searching for or discovering and testing petroleum deposits, or winning
access thereto; or

ﬂﬂwym N@ﬂ-m%r i y works or buildings which are likely to be of little or no
value when the petroleum operations for which they were constructed cease to be
carried on:

Provided that, for the purposes of this definition qualifying expenditure shall not include any
sum which may be deducted under the provisions of section 10 of this Act.

2 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 its first accounting period, and-

(a) that expenditure is incurred in respect of an asset owned by the company then such
expenditure shall be deemed to be qualifying expenditure incurred by it on that day; or



(b)

that expenditure is incurred in respect of an asset which has been disposed of by the company
before the beginning of its first accounting period then any loss suffered by the company on
the disposal of such asset shall be deemed to be qualifying petroleum expenditure incurred by
the company on that day and be deemed to have brought into existence an asset owned by the
company in use for the purposes of petroleum operations carried on by the company, and any
profit realised by the company on such disposal shall be treated as income

of the company of its first accounting period for the purposes of subsec- tion
(1) (a) of section 9 of this Act.

2. Provisions relating to qualifying petroleum expenditure
(1) For the purposes of this Schedule where-

(@) expenditure has been incurred before its first accounting period and such ex-
penditure would have been treated as such qualifying petroleum expenditure
(ascertained without the qualification contained in the proviso in the interpre- tation

of qualifying expenditure) if it had been incurred in that first accounting period;
d

re (ascertained in the case of sub-paragraph (1) (a) of this paragraph with- out
hall be deemed to have brought into existence an asset owned by the

tion of such rights or information with a view to the assignment or sale thereof, the prlce paid on
such assignment or sale shall be substituted for the aforementioned costs.

3. Owner and meaning of relevant interest

3) Where, when a company incurs qualifying building expenditure or qualifying
drill- ing expenditure on the construction of a building, structure or works, the company is
entitled to two or more 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

[Y\\.I@
4. Sale of buildings, etc.

Where capital expenditure has been incurred on the construction of a building, structure or
works and thereafter the relevant interest therein is sold, the company which buys that in- terest
shall be deemed, for all the purposes of this Schedule except the granting of petroleum
investment allowance, 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 construction, whichever is the less:

Provided that-

(@) where such relevant interest is sold before the building, structure or works has been used,
the foregoing provisions of this paragraph shall have effect with re- spect to such sale with



the omission of the words “except the granting of pe- troleum investment allowance" and
the original cost of construction shall be taken to be the amount of the purchase price on
such sale;

(b) where any such relevant interest is sold more than once before the building, structure or
works is used, the provisions of sub paragraph (a) shall have effect only in relation to the
last of those sales.

5. Petroleum investment allowance

(1) For the purposes of this Act and subject to the provisions of this Schedule, where a
company has incurred any qualifying capital expenditure wholly, exclusively and necessarily
for the purposes of petroleum operations carried out by it, there shall be due to that company,
for the accounting period in which that asset was first used or for the purposes of such opera-
tions, an allowance (in this Schedule called "Petroleum Investment Allowance") at the appro-
rate per cent, set forth in Table I to this Schedule, of such expenditure.

For the purpose of this Act, the Petroleum Investment Allowance shall be added to
wance computed under paragraph 6 of this Schedule and shall be subject to the

Subject to the provisions of this Schedule, where in any accounting
om- pany owning any assets has incurred in respect thereof qualifying
gces- sarily and exclusively for the p

Schedule.
)

shall be subject to the provisions of sub-paragraphs (2) and (3) of this paragraph
7. Asset to be in use at end of account period
An |n|t|al or an annual allowance in respect of quallfylng expenditure incurred in respect

ely for the purposes of petrole
an allowance (hereinafter called "a balancing allowance") shall be due to that eo m-

pany for that accounting period of the excess of the residue of that expenditure, at the date such

asset is dl?&g’z of, overthe value f that asset at that date:
MW% m Il only be due in respect of such asset if immedi- ately

prior to its disposal it was in use by such company for the purposes of the petroleum operations for
which such qualifying expenditure was incurred.

9. Balancing charges

Subject to the provisions of this Schedule, where in any accounting period of a company,
the company owning any asset in respect of which it has incurred qualifying expenditure wholly
and exclusively for the purposes of petroleum operations carried on by it, disposes of that asset,
the excess (hereinafter called "a balancing charge™) of the value of that asset, at the date of its
disposal, over the residue of that expenditure at that date shall, for the purposes of subsection
(1) (a) of section 9 of this Act, be treated as income of the company of that ac- counting period:

Provided that a balancing charge in respect of such asset shall only be so treated if im-
mediately prior to the disposal of that asset it was in use by such company for the purposes of



the petroleum operations for which such qualifying expenditure was incurred and shall not
exceed the total of any allowances due under the provisions of this Schedule, in respect of such
asset.

10. Residue

The residue of qualifying expenditure, in respect of any asset, at any date, shall be taken
to be the total qualifying expenditure incurred on or before that date, by the owner thereof at
that date, in respect of that asset, less the total of any annual allowances due to such owner, in
respect of that asset, before that date.

11. Meaning of "‘disposed of**

Subject to any express provision to the contrary, for the purposes of this Schedule-

(a) abuilding, structure or works of a permanent nature is disposed of if any of the
following events occur-

(i) the relevant interest is sold; or

(if) that interest, being an interest depending on the duration of a
concession, comes to an end on the coming to an end of that
concession; or

(iii) that interest, being a leasehold interest, comes to an end
otherwise than on the company entitled thereto acquiring the
jnterest which is reversionary theregp-g

O

destroyedlor, wi
used for t
thereof;

(bl

(c

such operations or on such company receiving insurance or
compensation monies therefor.

12. Value of an asset

2) For the purpose of this paragraph, if an asset is disposed of in
such circumstances that insurance or compensation monies are received by
the owner thereof, the asset or the relevant interest therein, as the case may
be, shall be treated as having been sold and as though the net proceeds of the

N@ﬂ'@%ﬁ%ﬁy%ﬁw monies were the net proceeds of the sale thereof.

137 Apportionment

Q) Any reference in this Schedule to the disposal, sale or purchase
of any asset includes a reference to the disposal, sale or purchase of that
asset, as the case may be, together with any other asset, whether or not
qualifying expenditure has been incurred on such last-mentioned asset, and,
where an asset is disposed of, sold, or purchased together with another asset,
so much of the value of the assets as, on a just apportionment, is properly
attributable to the first- mentioned asset shall, for the purposes of this
Schedule, be deemed to be the value of, or the price paid for, that asset, as
the case may be. For the purposes of this sub-paragraph, all the assets which
are purchased or disposed of in pursuance of one bargain shall be deemed to
be purchased or disposed of together, notwithstanding that separate prices



are or purport to be agreed for each of those assets or that there are or
purport to be separate purchases or dispos- als of those assets.

2 The provisions of sub-paragraph (1) of this paragraph shall
apply, with any neces- sary modifications, to the sale or purchase of the
relevant interest in any asset together with any other asset or relevant
interest in any other asset.

14. Part of an asset

Any reference in this Schedule to any asset shall be construed whenever necessary as in-
cluding a reference to a part of any asset (including an undivided part of that asset in the case
of joint interests therein) and when so construed any necessary apportionment shall be made as
may, in the opinion of the Board, be just and reasonable.

_ Extension of meaning of "'in use"

(1) For the purposes of this Schedule, an asset shall be deemed to be
in use during a pe- riod of temporary disuse.

(2) For the purposes of paragraphs 5, 6 and 7 of this Schedule-

(@ anasset in respect of which qualifying expenditure has been incurred
by the owner thereof for the purposes of petroleum operations carried
on by him shall be deemed to be in use for the purposes of such
operatlons between the dates hereinafter mentioned, where the Board

@ opinion that the first use to whicl

has incu expendlture which is allowed to be deducted under any prOV|S|on
(other than a provision of this Schedule) of this Act, such expenditure shall not be
or be treated as qualifying expendi- ture.

2) Where any company has incurred expendlture upon any ocean g0|ng oil
D : thg

by him and partly for other purposes;

(b) the asset in respect of which qualifying expenditure has been incurred by
the owner thereof is used partly for the purposes of petroleum operations
carried on by such owner and partly for other purposes.

ﬂﬂwy@ﬂ% would be due or any balancing charges which
would be treated & income if both such expenditure were incurred wholly and

exclusively for the pur- poses of such petroleum operations and such asset were
used wholly and exclusively for the purposes of such operations shall be computed
in accordance with the provisions of this Schedule.

(3) So much of the allowances and charges computed in accordance with the
provisions of sub-paragraph (2) of this paragraph shall be due or shall be so treated,
as the case may be, as in the opinion of the Board is just and reasonable having
regard to all the circumstances and to the provisions of this Schedule.

18. Disposal without change of ownership

Where an asset in respect of which qualifying expenditure has been incurred by the owner
thereof has been disposed of in such circumstances that such 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 his
use of that asset after the date of such disposal-

(&) qualifying expenditure incurred by such owner in respect of such asset prior to the date of such
disposal shall be left out of account; but

(b) such owner shall be deemed to have bought such asset immediately after such disposal for a
price equal to the residue of such qualifying expenditure at the date of such disposal, increased
by the amount of any balancing charge or de- creased by the amount of any balancing allowance

made as a result of such disposal.

TABLE |
[Paragraph 5.]

Qualifying expenditure in respect of Rate per centum

TABLE I-(continued)

Qualifying expenditure in respect of Rate per centum
Operations in territorial waters and continental shelf areas in water depth

TABLE I
[Paragraph 6.]
Annual allowance Rate per centum

FAPSE YBAE ottt ettt bbbt er ettt bbbt 20
ZZWJ, Ned-wy myeﬁmgf--&mm- e 20
K] (01 | SRS TSSOSO 20

AN WBAT ottt ettt ettt st ens 20

BN YBAN vt e 19

19

Bt Year and AftEI ........coiviiiiiici s

THIRD SCHEDULE
[Section 45.]

Time for payments



1. Inrespect of the company’s petroleum operations for the 1971 accounting period, 50% of
the tax shall continue to be payable in instalments on the basis set out in section 45; the re-
maining 50% of the tax shall be payable in six consecutive monthly instalments on the basis
set out in section 45 (6) (b), the first of such instalments being due not later than 30 September
1971.

2. In respect of the company's petroleum operations for the 1972 accounting period, 25% of
the tax shall continue to be payable in instalments on the basis set out in section 42; the re-
maining 75% of the tax shall be payable in monthly instalments.

3. Inrespect of the company's petroleum operations for the 1973 accounting period and of
each subsequent accounting period, the tax due for each such year shall be payable in monthly
instalments.

FOURTH SCHEDULE
[Section 9 (1) ()]
pretation of' Fourth Schedule
es of this Schedule, unless the context otherwise requires-
ity" means the maximum quantity of natural gas expressed in MMcf to

e company arj
Ascertainmgnt of
(1) The g sum of

3. Power of review

The Government of the Federation may from time to time review the G-Factor allowance
specified in the Table to this Schedule.
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SUBSIDIARY LEGISLATION

List of Subsidiary Legislation

I. Chargeable Persons Partnership (Monipulo Limited and Brass Exploration Unlimited)
Rules.



CHARGEABLE PERSONS PARTNERSHIP (MONIPULO LIMITED AND
BRASS EXPLORATION UNLIMITED) RULES
[S.1. 15 0f 2002.] under section 22
(2) and (3)

[1st January, 2002]

[Commencement.]




1. Maintaining common books of accounts, etc., by Monipulo Limited and Brass
Exploration Unlimited

As from the commencement of these Rules, the companies known as Monipulo Lim-
ited and Brass Exploration Unlimited (in these Rules referred to as "the Joint VVenture
Partnership") shall maintain common books of accounts, records and inventories of the joint
venture in accordance with the existing tax laws and regulations and accounting procedures.

2. Consolidated accounts and returns

The Joint Venture Partnership shall prepare consolidated accounts of the joint venture and
render joint tax returns to the Federal Inland Revenue Service.

as Brass Exploration Unlimited, the technical partner and op- erator
ship, shall pay the tax due and payable on behalf of the Joint
deral Inland Revenue Service.

s the Chargeable Persons Partnership (Monipulo Limited and

Brass Exproratiol ules EOQT




