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strategy, but by the discipline of execution.
This month, we explore how operational
excellence enables organisations to improve
performance, build resilience, and drive
sustainable growth.

We also examine the capital allowance
reforms under the Nigeria Tax Act (NTA) 2025
in “Capital Allowances under the NTA: Old
vs New Rules,” looking at what the shift to a
straight-line relief system means for cash
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This edition explores how leaders can
embed operational excellence into everyday
operations to create lasting value and
strengthen long-term competitiveness.
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Operational Excellence as a Competitive

Advantage:
Performance

Across industries, the organisations that
consistently outperform their peers rarely do so on
the basis of strategy alone. Strategy sets direction,
but it is the quality of execution that ultimately
determines whether strategic ambitions translate

into measurable results. Operational excellence is
precisely that discipline: the systematic, enterprise-

wide commitment to delivering value more

,a0@gxxUau U OUwgaldi Uaa

generate enduring competitive advantage.

As competitive pressures intensify across Nigerian
and African markets, organisations that invest
in building genuine operational capabilities are
e fAEVE® -0a- ,E EA- juEeicu G
v Avfl- e UEEAI®E10- v "- vUce-v
Those that continue to rely on informal processes,

E EfleUE©A0- ®UAE- AEOV,040 - wactive® managendent/prhetieesy agbdisconnected

than the competition.

Yet operational excellence remains widely
misunderstood. For many organisations, it is

¢EAPUA®YV fE- FALEIE®E-VAE- T

harder to scale, compete, or deliver consistently to
stakeholders.

AE TfE -Tp- fUEI>fT @ —- EREA f oe Al Aartigld - exdminds el strdtegic case for

drives that vyield short-term gains without
addressing the structural conditions that limit long-
term performance. True operational excellence
is not a one-time initiative. It is a management
philosophy and an institutional capability that
must be embedded into organisational culture,
leadership behaviour, and operating systems to
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operational excellence, explores the dimensions
18Apui-5-Usefs- € efeE fa-fv -,E
organisational DNA, and outlines a practical
framework for organisations seeking to close the

gap between strategic intent and operational
reality.
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The relationship between operational performance same logic applies at the operational level: organisations
and competitive advantage is well-established in that build continuous improvement into their standard
management literature. Organisations that operate management processes accumulate performance

Uels--AEVIEA-E efoeE fa-fv - EO e U avan@ad tetar©odimpgoyndingaind daralte (A -
output at lower cost, redirect savings towards innovation

and growth, and respond to market changes with greater Several factors are currently reinforcing the strategic

agility. Over time, these capabilities compound into importance of operational excellence:

ATATfITAVO-v ' UVTIV-ELE-18VI-VAE-"e ;efl1©I-2uA-fu®¢ ElelpALE-ip-

replicate. Rising input costs and margin pressure across
sectors

The challenge is that operational excellence is not simply

V-®v EA-pe-UuASe —-SVATEA-UA-fI o 'u HARd&abed! Oy Tedations for service
deliberate investment in the processes, systems, and reliability and responsiveness

people capabilities that enable an organisation to perform

consistently at a high level. Without this investment, IAEVIEA- e UEAEIpA- £ fAI ioe TAa-pe- fu
E efeE fa--ve £-1E " -lu-,E-+Av-e© " iR ©2- AEUEAEE"

USE - fu "eieuy £-f8v —E-pA-USE -0EV EALES®:-Vv E loepu -

moves elsewhere. Competitve  entry  from  digitally-enabled

organisations with lower cost structures
According to the McKinsey Global Institute, organisations

that systematically embed operational improvement into
their management systems achieve productivity gains
that are materially higher than those that pursue isolated
E efeE fa-¢Au-Ave®E £/

Regulatory requirements that demand process
rigour, documentation, and accountability

The need for scalable operating models that can

support geographic or product expansion
As noted in Kreston Pedabo’s article on operating

model transformation and organisational resilience

organisations that periodically reassess their structures, TS E-E UANT®ETI0-pe EAViep VvO-E «
governance mechanisms, and resource allocation JE-V-,Vf8>u ef E-fu fEA/-'"I-cc E-Vv-,uvA"/
cAVREUPASAE- VAE- plE - ,E EA- ¢ u AL e ldiegel Ghplichtiond @&rFogganisatignal competitiveness,

disruption and sustain long-term performance. The V fevOo-i EAUA®Y fEO-Vv T -Ou —->1EA®-LE

1Kreston Pedabo. (2025). Strategic Planning in Uncertain Times: How Businesses Can Stay Ahead.
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The Dimensions of Operational Excellence

2. EAVIep VO-ERfFEOOE fE-cAE- pl-v-FFoe —OE-fvev,e@oela-,l-v-fp~ TE fE-pe-¢ A
to improve organisational performance. Understanding its constituent dimensions is essential for organisations seeking to
OUUE-, Eau -ETAVIE>0EUEO-E cefeE fa-e eleevieUEAL-IPUVAE-—E Toe EO0-A

Process Design and Standardisation

EfleUE-pe EAvicen vO- ¢ EApA®YV fE- E-e £-UriIsS-UEOO>"E £ -
poorly structured, inconsistently applied, or inadequately documented create variability in
outputs, increase error rates, and generate unnecessary cost. Standardisation, understood as
1SE-fu e fviepu -pe- ELEI-¢AvflefEL-e Ip-AE; Eviv,0E-AufETAE
excellence.

Standardisation does not imply rigidity. Well-designed processes provide a stable foundation
USe@©@E-voOuUe —-1SE- ERe,cO®ia- EfELALVAA-TU- VI fUR®U VIE-
customer need. The goal is consistency of outcome, not uniformity of input.

IApfEELE- "ELE®r-- e elevieUEAL- lacefvo©a- @ UPOUE- ®ve oo —-
AE TV feEE-v -0 OE Ef8LE0-v,0a® —-OEV -¢ A fRe(OEALE-IP-EC
standardising procedures across functions and locations, and embedding controls at critical

points to reduce error and rework.

© 2026 Kreston Pedabo
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Performance Measurement and Visibility

Organisations cannot improve what they do not measure. Robust performance measurement
systems covering productivity, quality, cost, cycle time, and customer outcomes provide the
visibility necessary for informed management decisions and timely course correction.

JEI-®v a- pA-v eEviep £- £ EA- Ap®-®@EVAEIAE®RE 1- "€ felE1-15a
outcomes, generate data that is not acted upon, or operate with metrics that are poorly aligned

with strategic priorities. These conditions create the illusion of performance management

without its substance.

EfleUE-;EAPA®YV fE-REVEIAE®RE 1-AEATcAELE-V-fUSEAE T-+AVE
objectives into operational metrics at each level of the organisation. As highlighted in Kreston
Pedabo’s article on strategic planning in uncertain times , organisations that maintain clear
O E>pe>L£e-35I- EIUVEE -E 1TEA;AEE- £IAVIE-a-v " -pu¢ EAvicep vo
VOOUFVIE-AEGAENIAFELE-E EfleUEO©A-VT -V vel-Tu-f8v - —-fu "elepu”

Workforce Productivity and Capability

People remain the primary drivers of operational performance. Even the most sophisticated
FALETIE®RLE-V - AUfEELEELE-"EL,E - -fVvev,0OE0-®pileeUVIE 0-v "-UEC
execution. Workforce productivity, measured as the output generated relative to people costs
V - PAIO-c £E-ISEAEPAE-V-fARTIefVO-"EITEA®® V I-pue-p¢ EAvicepu vE

"® ¢ ApUce —- UpASspAfE- ¢Ap ifleeUeia- AEATeAEA-v E lep - lp- Apoa
El¢ EAU A -Alvoelad-v " -1SE-TUpOE-v - *uA®viceu -vUveov,od
investment in skills development, particularly as organisations increasingly rely on digital

systems that demand new technical competencies.

As discussed in Kreston Pedabo’s article orbuilding a future-ready workforce , organisations

13vi-c UEEI-EIAVIE-efvOOa-e -fviv,eO®ia- " EUEOU,®E I-VAE-,E
E®APUERE TA-PUEA-Te®EOD-F£ fE-cAUfELELE-V -FEALEIE®-fSV —E
implementing them. ®

2 Kreston Pedabo. (2025). Strategic Planning in Uncertain Times: How Businesses Can Stay Ahead.
3 Kreston Pedabo. (2025). Workplace Learning: How to Build a Future-Ready Workforce.
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Technology Enablement

Technology has become an indispensable enabler of operational excellence. Enterprise
FALEIE®EO-vIip®Viey -IppO©E0-v voalefAE-,OVIepyA®LEOD-vV - "e-rivo
CAUfFEEE- +pA®VIEP - VEIEAO-AE TfE-®V IvO-E pAi0-e®¢AuUE-"E
consistency at scale.

However, technology investment alone does not deliver operational improvement. Many

organisations have made substantial investments in enterprise systems without achieving
REV @ —+l0- -ve £-e - ¢Ap ifleUxia- uA- E efeE fa0- ,EfVIEE- 150
redesigned, the data inputs were unreliable, or the workforce was not adequately trained to use
ISE-FALEIERE-E EflcUEO©A/

VEE-fAriefvo-cc Fe-3l-cc £-18VI-IEfS pOu-a-ve¢s;0e ELA-EReAle —-
and its weaknesses. Organisations that deploy technology onto well-designed processes, with

fViV,OE-V - —-V-E -¢ EU;OEO0-VfSeEUE-LAT,£FIvIievOo-E cefeE fa--
TELEER- E-(AUFEEEELE-PA- UEEI-- - FAEIE®RLE-VSEV - He- HA-v"
technology creates complexity rather than simplifying it.

Governance, Accountability, and Continuous Improvement

Sustained operational excellence requires governance structures that embed accountability

for performance at every level of the organisation. Without clear ownership of operational
HITfURELAO0-®¢(APUER®E T1-e elevieUEALE-TE "-lp-,E-TAEGVIE " -vAE-¢ A}
than as ongoing management responsibilities.

Wl TulE-e®c AUUER®E 10-18E- A fR(¢OE-I18VI- cAufELELEEL- fV -
E efeE& 10- UA- AEO®V,0E0- 2 £-ISE- fIOITAVO-v - Alellilep vo-
Organisations that institutionalise continuous improvement create mechanisms through which
cApT 1@ E-Elv -fv - E lera- A, 0OER®LEOQN- ¢ AU UEE- £ApuO©ileu £0-v
pipeline of incremental gains that compounds into substantial performance improvement over
time.

© 2026 Kreston Pedabo
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Despite widespread awareness of its importance, operational excellence remains elusive for many organisations.
Improvement initiatives are launched, initial gains are achieved, and then performance drifts back towards previous levels

VE-v E 1oy -@uUELE-EOLEEUSEAE/-Y "TEALEIv e --USa-IseE-¢v EAT-AEFIALE--/
it.

Several factors commonly undermine the sustainability of operational improvement:

VAEvViee —-E cefeeE fa-vE-v-¢ Ap¥ A \Fidlidg Atel &stablish clear ownership of
a management discipline operational performance outcomes

Focusing on symptoms rather than root Implementing systems or tools without
causes of operational underperformance redesigning underlying processes

Pursuing cost reduction without addressing Allowing short-term operational pressures
the process or capability gaps driving cost to crowd out improvement activities

Underinvesting in change management Measuring activity rather than outcomes,
and workforce engagement masking underlying performance gaps

The most fundamental issue is cultural. Operational excellence is not a technical problem with a technical solution. It
is a management discipline that requires sustained leadership commitment, clear accountability structures, and an
organisational culture in which continuous improvement is expected, recognised, and rewarded.

As highlighted in Kreston Pedabo’s article onchange management strategies , transformation initiatives require deliberate
stakeholder engagement, transparent communication, and strong leadership commitment to minimise resistance and
support implementation success. This is as true for operational improvement programmes as it is for broader organisational
transformation. *

4 Kreston Pedabo. (2024). Change Management Strategies: Overcoming Resistance in Implementation.

© 2026 Kreston Pedabo
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VEE-"eLle flep -, EIUVEE -pA-v eLviep £-15vi-vfSeEUE-I g, AvAa-E o f«
that embed operational excellence as a durable capability lies in how improvement is 'ci

governed, resourced, and institutionalised. The following elements are critical to making
E efeE fa--vee £-E£iFIve v,0E/

Leadership Commitment and Role Modelling

Operational excellence begins at the top. Where senior leaders visibly prioritise
He EAVIcep VO- ¢ EApA®V fE- ,a-v E " —- AEUREU- ®EEI]»

—@O0- > TEAAp-vVI
data, and holding managers accountable for outcomes, the signal cascades through the x
organisation. Where leaders delegate operational improvement to specialist teams while
remaining disengaged from execution, improvement initiatives rarely take root beyond
the team directly responsible for them.

Leadership commitment is demonstrated not through announcements but through
behaviour: the questions leaders ask, the information they request, and the standards
to which they hold their direct reports. Organisations in which senior leadership exhibits
genuine operational discipline tend to develop cultures in which operational performance
is taken seriously at every level.

Sustained operational performance requires that every team and individual understands

what they are responsible for delivering, how performance will be measured, and what _U.
good looks like. Ambiguity in ownership generates gaps in accountability: problems go %
unaddressed because no one is clearly responsible for resolving them.

Elv,0e/ESe —- fOEVA-pPU EALES®,-ACGATIcAELE-ApOE- fOVA®RIa0-UEO©O©>"E ~(
at each organisational level, regular performance review mechanisms that create
constructive accountability, and escalation pathways that allow operational issues to
JE-ETAVIE -V -AEEPUOUE"-E feE 10a/-dSEAE-ISELAE-®REfSV ®AE®AE-VAC
¢EAPA®YV fFE-TE " AE-Ip-, E-"AcUE -OpAE-,a-e " eUe " IvO-E pAl-v " -—pp " Uc0O-I
"eEfei0r EO0-Usef3-e/F-Vv-*Av—c©E-+ul "vicep -pA-EIEIlve E-E feE fal
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Organisations that sustain operational excellence over time develop internal capabilities
for structured problem-solving. Rather than relying on individual judgment or escalating
every issue to senior management, they establish methodologies rooted in approaches P -
such as root cause analysis, process redesign, and lean problem-solving frameworks, *
through which operational problems are diagnosed and resolved systematically.

Building this capability requires investment in training, the creation of forums in which
problem-solving occurs regularly and visibly, and a culture in which raising problems
is encouraged rather than penalised. Organisations in which performance gaps are
routinely surfaced and addressed tend to improve far faster than those in which problems
are concealed or ignored for fear of adverse consequence.

One of the most common reasons operational improvement initiatives fail to deliver
lasting results is that they are treated as separate from normal management activity.
Dedicated improvement teams are established, projects are launched, and interventions
are implemented, but the outputs are handed back to operational managers who then
continue to manage in the same way as before.

PIEIlve V,OE- E cefeeE® fa- AEGATcAEALE- 15vi- ®®:;ApUERE 1- e £- ;¢ IE-AVIE"
management rhythm: regular operational reviews that examine performance against clear

targets, structured escalation of variances, disciplined follow-through on improvement

actions, and periodic reassessment of processes and targets as the operating environment

evolves. When improvement becomes part of how the organisation manages itself, rather

than something done in addition to normal management, it is far more likely to compound

into durable competitive advantage.

© 2026 Kreston Pedabo
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for Operational Excellence

To support organisations in building sustainable operational excellence capabilities, Kreston Pedabo applies the EFFECT
Framework: a six-pillar model designed to address the structural, cultural, and operational dimensions of sustained
E efeE fa-c®@cApUE®E I/

UVOIVIE-2¢ EAviceey vO-LEVO eIk E £
A rigorous assessment of current operational performance is conducted across processes, people,
E FALEIER®AEON-v -—UUEA V fE-EIAIfITAEGE/I-IEAPARV fE--V E-VAE-2"C
clear baseline is established from which improvement can be planned and measured.

AVRE-ISE- efeE fa- AfselEfITAE
1 Processes are redesigned, standardised, and documented to eliminate waste and improve reliability.
Operating procedures are aligned with strategic priorities, and key controls are embedded to reduce
error, rework, and compliance risk.

UFTE-IEue@©@E-v - vev,eOeia
1 Workforce productivity is assessed against operational requirements. Role design, skills gaps, and
supervision quality are addressed through targeted interventions that equip people to deliver consistently
against performance expectations.

V,OE-VEfS poOu—-a-v "- viv
E Technology investments are evaluated for alignment with operational priorities. Where systems are
underutilised or poorly integrated, remediation plans are developed. Where new capabilities are
required, implementation is sequenced alongside the process and capability foundations necessary for
E EflcUE-v pgloep/

AEVIE- ffullv,e0cela-PIATfITAE £
C IEApA®V fE-pU EALESE-E-fOVAe E -vi- EUEAA-OEUEO- pu--18E-|
developed that provide meaningful visibility of operational outcomes, and governance mechanisms are
established that create constructive accountability for delivery.

VAV EpyA®-e Ip-v- ple TplAE-"®;ApUE®E 1- TOITAE
The conditions for sustained improvement are embedded into leadership behaviour, management
T systems, and organisational culture. Continuous improvement forums, problem-solving methodologies,
V -¢EAUA®V fE-AEUREU-ASAIS®E-VAE- Alellleepy vOoeEE 0-E £
and built upon over time.

The framework operates as an integrated cycle:

UVvOIVIE---w--- AVRE---W--- UflE---W--- V,OE---W--- AEVIE---w---VAV E-uA®
V3 E-ViApvfs-E AIAELE-1SVI-E efeE fa-e® ApUE®E ILE-VAE- pl-p ©a-vfsee
capability.

© 2026 Kreston Pedabo



'KRESTON
Kreston Pedabo Newsletter | August 2026 \PEDABO

Operational Excellence in the Nigerian Context

The case for operational excellence is particularly investment, or partner with multinational corporations.
compelling in the Nigerian business environment, where These counterparties routinely conduct operational
organisations face a distinctive combination of cost due diligence as part of their evaluation process,
pressures, infrastructure constraints, talent challenges, and organisations that can demonstrate structured
and competitive dynamics. processes, rigorous performance management, and

strong governance tend to be viewed as more credible
TEA-a- fUETE- AEGCAEGAEE - p E- pe- lanElovepidkiparfiers— o fv |-
operational cost drivers for Nigerian businesses.

Organisations that invest in energy management As highlighted in Kreston Pedabo’s article on navigating
programmes, combining consumption  monitoring, the digital landscape , organisations that successfully

process adjustments, and infrastructure improvements, integrate technology into well-designed operational
consistently identify material cost reduction opportunities. CAUWFEEEELE- VAE- E EA- spuEelien E"-
The same principle applies across other operational cost environment where digital capability is increasingly a

fVIE-uAELEL- (AUfIAE®E 1- (Avficef EVEDE@e oEEER LA f Hie fice EVISABA-18V -v-" &
inventory management, and administrative overhead
all represent areas where disciplined operational The Financial Reporting Council of Nigeria (FRCN), through
OV V-E®E I-fv -aceEO -£1,£Iv 1eevO- "\he digetian EEodE bf Corporate Governance (NCCG
2018), also emphasises the importance of accountability,
Beyond cost, operational excellence is increasingly 1AV EVAE fao-v - EfleUE-—-pUEA vV [
important for Nigerian organisations seeking to compete performance, all of which are directly reinforced by a
cHA- AE-u VO- pA- e TEA ViU VO- fu idenfihgEeommnaitrAenf fo- operatEna excellence.

5 Kreston Pedabo. (2024). Navigating the Digital Landscape: Developing a Comprehensive Digital Strategy.

© 2026 Kreston Pedabo
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Conclusion

Operational Excellence as a
Compounding Advantage

The organisations that outperform over the long term are rarely those that made the best strategic bets or had the most
favourable market positions. More often, they are the organisations that executed consistently, managed resources
E efeE 10a0-v "-,1eOl-pu EAVieu VO-fviv, @Ol EA-18VI-fu®iul "E - Tu-AEI1AT,

Operational excellence is not a destination but a discipline that must be continuously practised, reinforced, and evolved
VE-ISE-pe EAvie —-E UAuU @®E 1-f3v —EALE/-VEE-pA-v e Eviepu £-18VI-TAEVI-E @
project outcome are those best positioned to translate strategic ambition into sustained competitive performance.

The imperative for Nigerian and African businesses is clear. In a competitive environment characterised by rising costs,
"E®V e —-fIEIU®EALEOD-v - fAEVE®R -©a-fViV,OE-fu®¢ ElelyAL£O0-1SE-v, O]
OU —EA-v-"e EAE TeVvIpA/l-'l-cE£-V-cAEAEATERIE-pA-O0p ->IEA®-Ucev,c@©oclal/

Harvard Business Review notes that organisations are more likely to achieve sustainable transformation when improvement
initiatives are embedded into the way the organisation is managed, rather than treated as standalone programmes
that run parallel to normal operations. The same principle applies to operational excellence: it must become part of the
institutional fabric of the organisation, not an add-on managed at the margins.

For organisations ready to move from operational aspiration to operational reality, the path is well-understood: rigorous
assessment of current performance, deliberate redesign of processes and governance structures, sustained investment
in people capability, and the leadership commitment to hold the organisation accountable for continuous improvement.

For independent advisory support on operational improvement, process redesign,
performance management, and organisational effectiveness, please contact Kreston
Pedabo Management Consulting at:

mc@krestonpedabo.com

8 Harvard Business Review. (2020). The Right Way to Lead a Transformation..
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Tax

Capital Allowances under the NTA:
Old vs New Rules

Introduction

Nigeria’s Capital Allowance Reform Under the NTA 2025: A Fundamental Shift in Timing, Compliance,
and Investment Strategy

VEE-E VFI®E T-pe-18E-9-EAcev-VVR- fI-B9V C- 0-E EfleUE- -0v I
comprehensive overhauls of Nigeria's tax system in decades. While the legislation spans multiple tax

VAEVEO-eIE-e®ivfl-p -fveoeiveo-voopUv fEE-EIv "AE-pll-vE-ivAle
sectors.

Capital allowances have long served as a critical mechanism through which companies recover the

cost of capital investments. By allowing the gradual deduction of qualifying expenditure from taxable

® fUREOD-ISE-AE-cR®RE-"cAEfi0a-¢ TE fEALE-fVAES- plU0-c UELEI®C
9V - SCUEE-UI-EQ©e®e VIE-ISeE-,E E 12-AVISEAO-cI-AE"E “EE£-
the reform introduces a shift away from accelerated, front-loaded tax relief toward a more uniform

and predictable system. While this may appear to be a technical adjustment, its practical implications

are far-reaching.

© 2026 Kreston Pedabo
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The Role of Capital Allowances in Business Taxation

V- Vo cAEfeVIE- 1SE- Foe- o fv fEUnpder teEpredicEe (frdidedvorke igoverned by the

is important to understand the function capital Companies Income Tax Act (CITA), this relief was
allowances serve within the tax system. When structured in a way that bring early recovery.
businesses incur expenditure on long-term assets— Taxpayers could claim an Initial Allowance in the
such as buildings, machinery, vehicles, equipment, or year of acquisition, often representing a substantial
IEfS pOu-a@IsEa-vAE-pl-¢ EA®ce (E pelogntade " off thel sEet's| @R, - followed by Annual
cost immediately. Instead, tax law allows that cost to Allowances spread over subsequent years.

,E-UAee E -p -pUEA-Te®E/

This approach had a clear advantage: it reduced
V3 E-®EfSVv e E®- E ATAEE- 15vi- 1’k VigbilFy-at Ae pdint @heA @usinesses had just
VIfIAVIE©a-AE EfI-ISE-Efp u®cef- | FR-Qee HE AEm: Al IFVSEFV,eIVOO-ISEAE,a
same time, it provides businesses with a form of tax pressures.
relief that supports capital investment.

The Structural Shift Introduced by the NTA 2025

The NTA 2025 fundamentally moves from this model. Under the new regime, relief on capital expenditure

The long-standing two-tier structure of Initial and eE- -AvIE - v Ivo©a- vi- RE - AVIEE- “(
Annual Allowances has been replaced with a single, VEEEI- fOVEE® fviepn /-VISELEE- fOVEE
straight-line system. streamlined into three broad categories:

OVAE A LVIE Kivoeeae —- veelvo- B E "ellAE

Class 1 10% Building Expenditure, Agricultural Expenditure, Mast Expenditure, Intangible Assets
Expenditure, Heavy Transportation Expenditure

Class2 | 20% lOVi- R E "eITAE2- —AefIOITAVO- Alee¢®ETT- R, E "ITAEO- TA
diture Mining Expenditure Other Equipment Expenditure

Class3 | 25% BUINA-CEERfOE- R¢E " lIAE2-PpsiUVAE- R¢E " eliAE2-?218EA-

Relief is granted on each qualifying asset on a straight-line basis at the applicable rate over time, with no accelerated
"Eifleep - -ISE- AEI-aEVA/- ""eleepn vo©ad-v- pulen vO-AEA @ Ivo-UVvOIE-pe-
retained in the tax records until disposal. This restructuring achieves administrative simplicity and consistency.

However, it also removes the timing advantage that characterised the previous regime.
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Although the total amount of capital allowance FALEIE®- E EflecUEO0a- ®®;ApUE"- fVAES-
available over the life of an asset remains broadly early tax payments. By contrast, the new regime

unchanged, the timing of that relief has shifted EAEV E-18vi- E E I-pyUEA- EEUEAVO- a
considerably. TV foevOo-e®¢vfll

Under the old regime, a company investing in plant For capital-intensive industries, this change introduces

and machinery could claim a substantial portion of V- AGVO- fuEll- TEFe EELEAELE-®IEI- pU-
1SE-fUEI@ENREI®ELE-T¢-1pu- -¢ EApdEon @Utbelrs mvesidits Apffoht, without the

year. Under the NTA framework, that same investment C®®E " VIE-IVR-AE©e E+-18vi-¢c AEUeUI £
would yield a deduction of only 20 percent annually. burden.

The acceleration of tax relief under the previous

Implications for Cash Flow and Investment Planning

The shift in timing has direct implications for how SUAEUUEAD- ISE- AEpA®- ®va- e TE fE-
businesses plan and execute investments. Projects investments. Companies approaching the transition
13VI-UEAE- ¢ AEUeuIZA£©a-v Avflice UE perd-rhpy EasdeesawhetRer Ada@eteEte -or defer
may now appear less favorable when evaluated under capital expenditure, depending on how the new rules
the new system. v Ef1-13EA-TvRB-¢uEelep/

VES- pU- cUAEfVEI® —-- EfuU®E £ - ®@UAGEAL A IfoEf0-QUE-eVPBE - ISE-9V -EFE®;,O0®
fUBR ¢V e EAL- ®TAI- vifulil- epA- 3o -ScEpkal hildvancés, jitindoduces a layer of strategic
in the early years of asset acquisition. Financing consideration that was less pronounced under the
structures may also need to be adjusted, particularly previous regime.

for businesses that rely on debt to fund capital
expenditure.
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Enhanced Flexibility in Utilisation

Despite the delayed relief, the NTA introduces important
@ APUERE 1A- - ERe,ecOkIdpeMdaEtE - AE®
cap on the utilisation of capital allowances allows businesses
lp-+io©a-uy £EI-13EcA-IVRV,0E-0 fU®RED-
total income.

-1p-18E-©®ol-ue-

This change eliminates a longstanding constraint that often
resulted in unutilised allowances being carried forward. Under

this new regime, entities that fall within the small and medium
company category as delineated in the old regime, would be
VOOPUE -Tp- fvAAa- pAUVA " E-AE®VE & --
providing greater continuity and reducing the risk of losing tax =
EE IE-"TE-Iu-1e®@e --®eA£®VIfSEL/-VEE
®va-,vAlevooa-u £EI-ISE-®;vfl-pe-£0Op
JEe EEEEALA-UrIs- Tflivie —-¢Ap lv,e©cef

A Stronger Compliance Environment

THISEA-"E e —-«EVIIAE-p--ISE-9V - -0
compliance and documentation. The introduction of an explicit
rule disallowing capital allowances where Value Added Tax
HA-@®¢pAl-"TleELE-SVUE- pl- EE -¢vee -/
tightening of the regime.

Vi £- cApUee £ep - E EflecUEOGa- ©e §A&
compliance with indirect tax obligations. Businesses must now
ensure that all relevant taxes associated with asset acquisition

are properly accounted for and documented.

The new regime, therefore shifts the focus from mere ownership
and use of an asset for trade or business as a basis for capital
allowance claims, but also on the integrity of the underlying
transaction. This elevates the importance of record-keeping
and internal controls, particularly for organisations with
complex procurement processes.
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Transitional Provisions and Their Practical Impact

The transition from the old regime to the NTA of its original cost until disposal.
framework is governed by detailed provisions
"TELEE- E-lU-¢cAEEEAUE-VIFAIE - BEE EEAU IO BVvE EE [FFE —-100a- UAe E -

alignment with the new system. commencement of the NTA do not qualify for further

allowances. While these rules provide a framework
For assets on which allowances have already been for transition, their practical application may require
claimed, the remaining relief is recalculated based careful analysis, particularly for businesses with
on the allowable life under the NTA. This is achieved diverse and long standing asset portfolios.

by subtracting the number of years already claimed
cAp®-1SE-Iplve-T®, EA-pe-aEVALE-¢ E
new rates.

Where the number of years already claimed equals
or exceeds the new allowable period, taxpayers are
entitled to a one-time residual allowance at the point
of transition. Thereafter, the asset remains in the tax
records at a notional value, typically one percent (1%)

Revised Approach to Asset Disposal

VEE-9V -vVO/Eu-ce 1A TfEALE-vV- £ e ® ¢ CamuldEptewds JakreligSinl gerthin@ircumstances. As

treatment of asset disposals. The previous system of a result, businesses must now adopt a more strategic
balancing charges and allowances has been replaced approach to asset disposal, taking into account the
with a straightforward gain or loss computation. This absence of such relief.

RE- EfVIEE-IVRELE-U -—ve £-U -" L UEVO-us- RE -VEAEEIAO-
previously governed by the repealed Capital Gains
VVBR- fI0-3VUE- puU- EE -A£1,E£I®E"-1
in arriving at Income Tax for the period.

W EEAIE T10a0-TT"EA-I3E- EU-AE-of
between the sale proceeds and the residual tax value
of the asset referred to as “Chargeable Gains” now
forms part of the taxable income.

Vi E-fSV —-E-AE®RUUEALE-Vv- " E-AEE -
under the old system, where balancing allowances
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Enhanced Flexibility in Utilisation

The impact of the capital allowance reform is unlikely to predictability of the new regime may outweigh the

be uniform across all sectors. Industries characterised disadvantages associated with delayed relief.

by heavy capital investment are expected to feel the

E EfIE-OUAE-VfIIE©a0-,vAice f1©vACRomE al paicyE pehspectivE,| viheE FEfopm - aligns

project development. Nigeria’s capital allowance system more closely with
international practices, emphasising transparency

Conversely, businesses with lower capital intensity and consistency. However, this alignment comes at

HA- ®UAE- £Iv,0E- ¢ fU®E- ¢ Ap © E e cBst af- re@ilBerd Gndnedi@e fr@entives for capital

less disruption. For such entities, the simplicity and investment.

Conclusion

The capital allowance reforms under the NTA 2025 represent a fundamental shift in Nigeria’s approach to tax relief
on capital expenditure. By replacing a front-loaded system with a straight-line model, the legislation prioritises

simplicity and uniformity over accelerated recovery.
d3eOE-ISE-IpIvo-UVOTE-ps-IVR-AE@©r E-AE®VE A-OVA-EOCa-I fSv —E 0-13E-]|c
For businesses, this change translates into higher tax liabilities in the early years of investment and a greater need
cHA-fVAET©- v fevO-OvV o -/
YOle®VIEQAO-ISE-LAIffELEE-P-15E-AEPAR-UrOO-"E;E "-u -3pU-E EflecUE
that proactively reassess their asset strategies, strengthen compliance processes, and incorporate the new timing

"AT Ve fE-e IN-ISErA-;0v @ —--Ur0©O-,E-,E EA-;pE®icepu E -lu-vUe-VvIE-I15cC

In a system where the rules of recovery have changed, understanding not just how much relief is available, but when
it is realised has become more important than ever.

For enquiries: Taxservices@krestonpedabo.com
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67, Norman Williams Street
SouthWest, Ikoyi

Lagos - Nigeria

Tel: 01-2919041; 0808 820 8747
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SouthWest, Ikoyi
Lagos - Nigeria

info@krestonpedabo.com
www.krestonpedabo.com
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Ground Floor, Amb. Albert
Osakwe House

1473, Inner Block Street
Central Business District
Abuja FCT - Nigeria

Tel: 0706 546 89824
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Legal Disclaimer:

The material contained in this publication is provided for general information

purposes only and does not contain a comprehensive analysis of each item

described. Before taking (or not taking) any action, readers should seek professional

OxéU0O@ 400U O ¢ca ¢UBUE 2UceOcUaaj Aa RUOOURUcI Use OO0OD A
in reliance upon the contents of this alert.
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Kreston Pedabo Associates Ltd. or, as the context requires, Kreston Pedabo Audit

Services, Kreston Pedabo Professional Services or Pal Nominees, each of which is a

separate and independent legal entity.




