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Background

Midwestern Oil and Gas Company Plc and Suntrust Oil Company 

Limited (“the Plaintiffs”) were granted Pioneer Status and issued 

pioneer certificates for five years by the Nigerian Investment Promotion 

Commission (“NIPC”) in respect of their activity - mineral oil prospecting 

and crude production at their Umusadege field in OML 56.

The NIPC later wrote to the Plaintiffs adjusting the Pioneer Status of the 

Plaintiffs downwards to three years. The Plaintiffs protested this 

supposed adjustment and the NIPC by letters reaffirmed the five (5) 

year Pioneer Status of the Plaintiffs. The letters were forwarded to the 

FIRS.

The FIRS subsequently confirmed the activities of the Plaintiffs to be 

exempt from tax during the 5-year period between 1 January 2009 and 

31 December 2013. However, the FIRS in another letter dated 11 

January 2021 stated that its assessment issued on the Plaintiffs for the 

last two years of the pioneer period remained valid until it is vacated by 

a court of competent jurisdiction.

The Plaintiffs thus filed an action at the Federal High Court (“FHC”) 

asking the FHC to set aside the FIRS letter and assessment on the 

basis that the FIRS had no powers to retrospectively vary or reduce the 

Plaintiffs’ five (5) year Pioneer Status.

Parties’ Arguments

Plaintiff’s arguments

• The power to take any step relating to the pioneer status of a 

company is within the exclusive preserve of the President of the 

Federal Republic of Nigeria who may however exercise these 

powers through the Minister of Industries who in turn acts through 

the NIPC.

• There is no provision in the FIRS Establishment Act which 

empowers the FIRS to do any act connected with Pioneer Status 

and the FIRS cannot arrogate to itself powers not conferred on it by 

its enabling statute.

• The FIRS had previously confirmed the 5 year Pioneer Status of the 

Plaintiffs in writing, and the Plaintiffs had made investment 

decisions based on the letter. Therefore, the FIRS is estopped from 

resiling from, withdrawing or repudiating this confirmation.

FIRS’ Arguments

• FIRS is an agency of the Federal Government of Nigeria saddled 

with the responsibility of assessment, collection, and accounting for 

tax revenue accruing to the Federal Government of Nigeria by virtue 

of its enabling Act.

• FIRS is acting within the ambit of its statutory powers by 

administering the tax laws and accounting for the revenue accruing 

to the Federal Government and is in no way usurping the powers of 

any organisation.

Decision

The FHC accepted the Plaintiffs’ argument, and held that the NIPC is the 

relevant government agency responsible for granting Pioneer Status and 

the FIRS does not have powers to tinker with the terms of the Pioneer 

Status granted by the NIPC. The FIRS was estopped from demanding tax 

or issuing tax assessments to the plaintiffs during the Pioneer Status 

period. The Court held that since the FIRS had previously confirmed the 5 

year Pioneer Status of the Plaintiffs, it could not then assess them to tax 

after the Plaintiffs had made investment decisions based on such 

confirmation.

Takeaway

This judgement highlights the application of the doctrines of 

estoppel and legitimate expectation in tax cases. The judgement 

follows the Kenyan Airways case where the Tax Appeal Tribunal 

(TAT) held that the taxpayer was entitled to rely on the doctrine of 

legitimate expectation and the FIRS should be bound by its 

established practices. This indicates a growing willingness by the 

Courts to apply the doctrine and hold the FIRS to its actions and 

representations. This may however lead to excessive caution and 

a reluctance by the FIRS to give positive rulings in the future.

However, there are other cases where the courts have refused to 

apply the doctrine, usually on the basis that the doctrine cannot 

be resorted to in order to compromise statutory provisions of a 

public nature. The Court in these cases, including the Court of 

Appeal decisions in Saipem Contracting v FIRS and FIRS v 

CNOOC, held that there was nothing stopping the FIRS from 

resiling from earlier erroneous positions already represented to 

the taxpayers in favour of the correct interpretation of the law.

The judgement did not consider whether pioneer status can 

provide relief under the Petroleum Profits Tax Act.

It is interesting to compare this judgement with that of the TAT in 

the FIRS v New Cross Petroleum Limited (“New Cross”) case 

where New Cross was initially granted a 5 year Pioneer Status by 

the NIPC which was later retrospectively reduced to 3 years. 

However, unlike the instant case, all further efforts to get the NIPC 

to reinstate the five years pioneer status or grant a further two 

years were unsuccessful as at the time of the determination of the 

suit.

In that case, the TAT held that by virtue of the letter reducing the 

pioneer period to three years, New Cross was liable to pay the tax 

assessed for the last two years which had become due as a result 

of the failure of New Cross to object to the assessment or file an 

appeal at the TAT. The Tribunal also observed that the oil and 

gas industry is not a qualifying industry under IDITRA.

Companies in the Oil and Gas industry who have similar disputes 

should analyse the different judgements and make a call as to 

how it affects their specific scenario.
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