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INTRODUCTION

In a recent development, the President of the
Federal Republic of Nigeria, signed executive
orders aimed at enhancing the investment
climate and positioning Nigeria as the premier
investment destination for the oil and gas sector
in Africa. These directives, seek to eliminate
barriers to investment, leverage the nation’s
resources, and drive economic diversification for
the benefit of all Nigerians.

To ensure the timely and effective
implementation of these directives, the Special
Adviser to the President on Energy has been
tasked with continuing to coordinate with all
relevant stakeholders.

The Executive Orders are basically in three limbs,
viz:

1. OIL AND GAS COMPANIES (TAX INCENTIVES,
EXEMPTION, REMISSION, ETC) ORDER, 2024:

The Oil And Gas Companies (Tax Incentives,
Exemption, Remission, Etc) Order, 2024 (the Tax

Incentives Order) covers three key areas:

i Tax Credits For Non-

Associated Gas
Greenfield
Development,

ii. Midstream Capital and
Gas Utilization
Investment Allowance

iii. Incentives For Deep
Water Oil And Gas
Projects

i Tax Credits For Non-Associated Gas
Greenfield Development
The Tax Incentives Order grants tax
credit incentives for Non Associated Gas
(NAG) greenfield developments in
onshore and shallow water locations,
with first gas production on or before 1
January 2029. Where the Hydrocarbon
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ii.

Liquids (HCL) content —does not exceed
30 barrels per million Standard Cubic
Feet (SCF), a gas tax credit will be applied
at the rate of US$1.00 per thousand cubic
feet or 30% of the fiscal gas price,
whichever is lower. Where the HCL
exceeds 30 barrels per million SCF but
does not exceed 100 barrels per million
SCF, there a gas tax credit at the rate of
USS$0.50 per thousand cubic feet or 30%
of the fiscal gas price, whichever is lower
will be applied.

Any other greenfield NAG project with
first commercial production after 1st
January, 2029 will be eligible for gas tax
allowance at a rate of US$0.50 per
thousand SCF or 30% of the fiscal gas
price, whichever is lower, provided that
the Hydrocarbon Liquids content does
not exceed 100 barrels per million SCF.
The Hydrocarbon Liquids (HCL) content in
a non-associated gas field shall be as
determined in a guideline issued by the
Nigerian Upstream Petroleum Regulatory
Commission (NUPRC). The gas tax credit
will be applicable for a maximum of 10
years, after which it shall become a gas
tax allowance.

Midstream Capital and Gas Utilization
Investment Allowance

The Tax Incentive Order further provides
that a gas company is to be granted a gas
utilization investment allowance on
expenditure for plant and equipment
incurred by the company in

respect of any new and ongoing project
in the midstream oil and gas industry at
the date of issuance of the Tax Incentives
Order.

A company shall only be granted 'the gas
utilization investment allowance upon
the expiration of the tax-free period
granted under section 39(1) of the

iii.

ADVUCAAT

LAW PRACTICE

Companies Income Tax Act and the for
the under the Order is 25% of the actual
expenditure incurred on such plant and
equipment purchased.

A plant or equipment on which a gas
utilization investment allowance has
been claimed would not be eligible for
another gas utilization investment
allowance by the acquiring entity or any
subsequent purchaser.

The Federal Inland Revenue Service
(FIRS) in conjunction with the Nigerian
Midstream and Downstream Petroleum
Regulatory Authority (NMDPRA) are to
take appropriate steps to implement the
gas utilization investment allowance.

Incentives For Deep Water Oil And Gas
Projects

This Tax Incentive Order also mandates
the Minister to introduce fiscal incentives
to ensure that investments for deep
water oil and gas projects achieve a
competitive Internal Rate of Return (IRR).

Pending the introduction 'of the fiscal
incentives, the Ministry of Finance
Incorporated and the Ministry of
Petroleum Incorporated are to take steps
to ensure NNPC Limited considers and
implements commercial enablers for
brownfield and greenfield investments in
the deep water.

Overall, the government's goal, vide the
Tax Incentive Order, is to attract
investors for the development of the gas
sector. With these fiscal incentives, the
full potential of the country's extensive
oil and gas reserves can be unlocked.
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2. PRESIDENTIAL DIRECTIVE ON REDUCTION
OF PETROLEUM SECTOR CONTRACTING
COSTS AND TIMELINES, 2024

The Presidential Directive on Reduction of

Petroleum Sector Contracting Costs and
Timelines, 2024 (the Directive) aims to
streamline the contracting process and reduce
the contracting cycle to 6 months. It introduces
the following key changes:

i.  Approval Threshold Adjustment
The approval threshold in Joint
Operating Agreements (JOAs) and

Production Sharing Contracts (PSCs)
requiring  the Nigerian National
Petroleum Corporation Limited

(NNPCL)’'s approval for contracts and
procurements is raised to a minimum of
US$10,000,000 or the equivalent in Naira
determined by the NAFEX FMDQ
exchange rate or another platform
designated by the Central Bank of
Nigeria.

Ministry of Finance Incorporated (MOFI)
and the Ministry of Petroleum
Incorporated (MOPI) are to ensure that
this threshold is reviewed in line with the
rate of consumer inflation as disclosed by
the National Bureau of Statistics on a
yearly basis.

The JOA and PSC counterparties must
consent to the amendment of the JOA or
PSC for this purpose.
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Simplified Contract Approval Process

NNPCL and Nigerian Upstream
Investment Management Services
Limited (“NUIMS”) in collaboration with
the NCDMB and industry stakeholders,
are to simplify the contract approval
process and adopt a single level of
approval by NUIMS and NCDMB at each
contract stage including prequalification,
technical, commercial, and final approval
stages.

Timely Issuance of Approvals

NNPCL and NUIMS are to ensure that all
approvals or consents required to be
given for contracts and procurement for
each contract stage pursuant to the
terms of PSCs or JOAs are issued within
15 days from the date of submission of
application by the relevant party to the
PSC or JOA.

NNPCL and NUIMS are to communicate
their decisions to the applicant within the
timeframe stipulated. Where the NNPCL
and NUIMS fail to communicate their
decisions within the aforementioned
timeline, the approval or consent shall be
deemed granted.

Additional Information Requests
Where an applicant’s submission is
deemed insufficient or inadequate,
NNPCL and NUIMS may request
additional information or clarification
during the initial review period. The
applicant is required to furnish such
additional information or clarification
within 7 days.

Following the submission, NNPCL and
NUIMS are obligated to respond to the
applicant within the subsequent 7 days
and failure to do so will result in the
approval or consent being deemed
granted.
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3  THE PRESIDENTIAL DIRECTIVE ON LOCAL
CONTENT COMPLIANCE REQUIREMENTS,
2024.

Directive on Local

The Presidential Content
Compliance Requirements, 2024 (the Local
Content Directive) aims to apply local content
requirements without hindering investments or
cost competitiveness. It introduces the following
key changes:

a. Consideration of Practical Challenges:
The NCDMB in its implementation of the
Nigerian Oil and Gas Industry Content
Development Act, 2010 (the Act) is take
into account the practical challenges of
insufficient in-country capacity for
certain services; and act in a manner that
does not hinder investments or the cost
competitiveness of oil and gas projects.

b. Approval Criteria for Nigerian Content
Plans (NCPs): The NCDMB will not
approve a Nigerian Content Plan (NCP)
that contains intermediary entities
lacking the essential capacity to perform
the services. The NCDMB will only
approve an NCP that consists of
contractors that meet the legal definition
of Nigerian content; and

The approval of an NCP by the NCDMB
that contains entities acting solely as
intermediaries, with no demonstrable
capacity to execute the project or
activity, will be considered a violation of
the local content requirements.

c. Guidelines for Capacity Assessment: The
NCDMB shall develop guidelines for
assessing and verifying the capacity of
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companies seeking contracts for
specified activities under the Act, in
consultation with industry stakeholders.

CONCLUSION:

The signing of the executive orders represents a
significant step towards revitalizing Nigeria's oil
and gas sector. These measures, including fiscal
incentives for key projects, streamlining of
contracting processes, and ensuring local content
requirements to support investments, are
designed to attract investment, reduce costs, and
enhance efficiency. By aligning with present
realities and international best practices, these
executive orders demonstrate a commitment to
unlocking the sector's potential, driving
economic growth, and positioning Nigeria as a
premier investment destination in Africa's energy
landscape.
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