
INTRODUCTION

IMPACT OF COVID-19 ON THE AVIATION SECTOR IN NIGERIA 

 pneumonia of unknown cause was initially 

Adetected in Wuhan, China and was first reported to 
the World Health Organization Country Office in 

China on 31 December 2019. This pneumonia was later 
named Coronavirus Disease 2019 (COVID-19). On 30 
January 2020, the outbreak was declared a Public Health 
Emergency of International Concern. As at 14 April 2020, 
One Million, Eight Hundred and Seventy Three 
Thousand, Two Hundred and Sixty Five (1,873,265) cases 
of COVID-19 (in accordance with the applied case 
definitions and testing strategies in the affected 
countries) have been reported across the globe, including 
One Hundred and Eighteen Thousand, Eight Hundred 
and Fifty Four (118 854) deaths.

In the wake of the novel COVID-19 pandemic, the world 
has been shaken in unexpected ways, from the massive 
loss of lives to the headlong plummeting of the economies 
of nations of the world, which has had its impact on the 
various sectors such as healthcare, aviation, agriculture, 
oil and gas and many more. This business outlook intends 
to discuss the impact of COVID-19 on the aviation sector 
in Nigeria, relief measures the government has put in 
place to cushion the identified effects and the way forward 
following the pandemic.

The Aviation sector plays a vital role in facilitating 
economic growth and development, and provides 
numerous economic and social benefits. Some of the main 
economic impact of aviation arises from its ability to 
generate employment opportunities, wealth, effectively 
supporting global businesses and tourism and offering 
countries, especially developing ones, the opportunity to 
facilitate trade and enable linkages in the global supply 
chain.

1.https://www.ecdc.europa.eu/en/geographical-distribution-2019-ncov-cases
  2.https://www.academia.edu/35498863/Nigerian_Aviation_Industry_Challenges_and_Prospects
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The Aviation sector has greatly been affected by the COVID-19 pandemic, given 
that majority of countries affected all over the world in a bid to reduce the spread 
of the pandemic have imposed severe travel restrictions leading to consumers' 
flight cancellations outpacing new bookings, and airlines dramatic reduced 
capacity to respond. The Nigerian Civil Aviation Authority closed all incoming 
international flights with the exception of emergency and essential flights and by 
virtue of COVID-19 Regulations 2020, President Muhammadu Buhari further 
suspended  movement of all passenger aircraft, both commercial and private jets.

What does this mean to the Aviation Sector, particularly the Nigerian Aviation Sector? 

Effects to consider -  Financial, Regulatory and Tax / Levies.



IATA's Director General and CEO, Alexandre de Juniac stated that the airline 
industry faces its gravest crisis and without immediate government relief 
measures, there will not be an industry left standing. He further stated that 
Airlines need Two Hundred Billion Dollars ($200,000,000,000.00) in liquidity 
support simply to make it through. Some governments have already stepped 
forward, but many more need to follow suit. The United States of America for 
instance has approved a Two Trillion Dollars ($2,000,000,000,000.00) stimulus 
package which creates a Five Hundred Billion Dollars ($500,000,000,000.00) 
fund to help severely distressed businesses. Within that fund, Fifty Billion 
Dollars ($50,000,000,000.00) in aid is earmarked for passenger carriers, half in 
direct payments and the other half in loans and guarantees. The legislation set 
aside Eight Billion Dollars ($8,000,000,000.00) for cargo carriers, half in direct 
payments and the other half in loans. It also provided One Billion Dollars 
($1,000,000,000.00) to Three Billion Dollars ($3,000,000,000.00) for the health 
costs of airline contract caterers. 

In Nigeria, arguably, the only step that has been taken by the Nigerian 
Government to ease the burden of these losses suffered by the Aviation industry 
is the Central Bank of Nigeria's (CBN) creation of a Fifty Billion Naira 
(N50,000,000,000.00) credit facility for those households and existing 
businesses who have been hit hard by the pandemic, as well as enterprises with 
bankable plans to take advantage of the opportunities created by COVID-19 and 
among the few eligible activities mentioned, airline service providers were 
included.

3.https://www.cnbc.com/2020/04/02/coronavirus-update-dick-durbin-says-airline-bailout-not-for-shareholders.html

On 24 March 2020, the International Air 
Transport Association (IATA) updated its analysis 
of the revenue impact of the COVID-19 pandemic 
on the global air transport industry. Owing to the 
severity of travel restrictions and the expected 
global recession, IATA now estimates that 
industry passenger revenues could plummet to 
Two Hundred and Fifty Two Billion Dollars 
($252,000,000,000.00) or forty four percent (44%) 
below 2019's figure. This is in a scenario in which 
severe travel restrictions last for up to three (3) 
months, followed by a gradual economic recovery 
later this year. 

The Financial Effect
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Polaris Bank Limited announced that it has decided to wave aside all the 
charges associated with loan defaults, albeit for the meantime, in consideration 
for its customers, some of whom might be experiencing financial difficulties 
during this Coronavirus pandemic/lockdown. This forbearance period will last 
for ninety (90) days, starting from March 1st, 2020. Some part of the statement 
said:

“While CBN's guide allows banks for a 1% flat penalty for loan repayments due and 
not met, we have eased the pressure by waving this charge for our loan customers 
during this trying period of COVID-19.”

Besides the Airlines, the Aviation sector consists of service providers that 
support the industry such as cleaning, catering, etc, most of which are Small, 
Medium Enterprises (SMEs). Guaranty Trust Bank (GTB) also has announced 
the management decision to grant SMEs a ninety (90) days moratorium on 
loans. The decision is in connection with the outbreak of global pandemic, Covid-
19 which has forced many businesses to close stores. Recognizing the impact of 
the outbreak on businesses, especially on SMEs, the bank has decided to grant 
three (3) months grace period, to enable businesses bounce back after the 
lockdown period. 

Businesses which qualify for this moratorium include: Food Industry, Fashion 
Industry and QuickCredit for Business.

 4.https://nairametrics.com/2020/04/04/polaris-bank-to-wave-penalties-on-loan-defaults-due-to-covid-19/
 5.https://diamondfountainmedia.com/covid-19-gtb-grants-90-days-moratorium-on-smes-loan/

However, it is worthy of note that the maximum 
amount accessible to an enterprise under this 
credit facility is the sum of Twenty Five Million 
Naira (N25,000,000.00), which in reality, is quite 
meager and unlikely to cover the harsh setbacks 
these enterprises have encountered.

In a move that seems to commensurate the efforts 
of the government, several banks have stepped up 
to the duty of easing the impact of the pandemic on 
affected customers. 
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With all these going on, how is the Aviation Leasing Industry affected?

6

It is known in the industry that most Airlines have their aircrafts on lease and 
Nigerian Airlines are no exception to this. At the outset of a lease negotiation, 
there is no desire on either Lessor or Airline's part for an arrangement whereby 
the operational burden is shared or the rewards of successfully exploiting the 
Aircraft are shared (other than by way of a fixed payment for use (the rent) for a 
fixed period (the term). Except specially negotiated termination for convenience 
is included in the contract, the lease term continues until its scheduled 
expiration date. Force Majeure does not apply. A suggestion that the doctrine of 
Frustration could apply is in circulation but well drafted leases specifically 
exclude its application and, in the context of a lease of equipment, the occurrence 
of the virus does not affect the availability of the leased equipment or directly 
prohibit rent payment so the lease contract remains possible to perform and is 
not frustrated.

The reality of the commercial world in situations such as the world is facing right 
now is that lessors are faced with the decision of whether to reach an agreement 
with an Airline to help it through this period or begin a process of discussion that 
could end up with repossession of an Aircraft that will be very difficult to place in 
the present market and an unsecured claim for future unpaid rent against an 
insolvent or barely solvent airline. It is not a great choice. Lessors can choose to 
respond by offering Rental Holiday which defer payment only, not forgive. 
Effectively a standstill for a limited period with an agreed payment schedule to 
recapture the unpaid rents. It is likely that an Event of Default will have 
occurred under the Lease and so forbearance at a cost is an appropriate response.

 6. https://www.cms-lawnow.com/ealerts/2020/03/covid-19-challenges-for-the-aircraft-leasing-industry



In Nigeria, it is arguable that we do not have aviation leasing companies, 
however for an airline who is a party to an equipment leasing contract to hide 
under the occurrence of the pandemic as Force Majeure for its inability to fulfill 
its payment obligations, it must prove that: 

· The terms of contract makes provision for pandemics of such nature as a 
Force Majeure event;

· the said pandemic referred to in the Force Majeure clause has occurred;

· it has been prevented, hindered or delayed from performance by the 
pandemic;

· its non-performance was due to circumstances outside of its control;

· there were no reasonable steps that it could have taken to avoid or mitigate 
against the pandemic.

Where such an airline chooses to rely on the doctrine of frustration, it has the 
heavy burden of proving that the pandemic is an unexpected event which is 
beyond the parties' control and makes performance impossible or radically 
different from that which the parties contemplated at the time of entering into 
the contract. Neither is an easy route to take given that adequate proof must be 
given of how the pandemic has stopped the airline from fulfilling its payment 
obligation.

7. https://hallellis.co.uk/force-majeure-events-contracts/
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The letter was issued by ICAO's Secretary General, Dr. Fang Liu, and comes as 
more and more global aviation service providers and personnel are facing 
challenges in terms of maintaining the validity of their certifications, licenses 
and other types of official operating approvals. Many of the related challenges 
are resulting directly from social distancing guidelines, current business 
closures and other public health measures being taken to mitigate the spread 
and societal impact of COVID-19. Liu noted in the letter: 

“There are approximately 650,000 licensed personnel supporting commercial air 
transport worldwide. If a fraction of those personnel is affected by the pandemic 
measures, the potential for the disruption may be significant. In order to facilitate 
safe operations during these difficult times, I encourage states to be flexible in their 
approaches while, at the same time, adhering to their obligations under the 
Convention on International Civil Aviation.”

Combining the complexity of the different types of training and certifications 
that flight crew might have to catch up on if the grounding persists for a 
prolonged period with the fact that the majority of the world's Two Hundred and 
Ninety Thousand (290,000) plus active pilots are sitting at home, the scale of the 
imminent problem becomes all too apparent.

To help alleviate the pressure accumulating from the potential expiration of the 
pilots' medical certificates and ratings (additional elements of the pilot's license 
that allows them to fly specific types of aircraft), time extensions are being 
granted worldwide by regulatory authorities. Across Europe, the EU Aviation 
Safety Agency, or EASA, has extended the deadlines for certain requirements on 
condition that each airline comes up with a detailed pilot training plan that the 
agency will assess. If it's a credible plan, an extension could be granted. 

8. https://www.internationalairportreview.com/news/114566/icao-state-letter-covid-19-aviation-measures/

The International Civil Aviation Organisation 
(ICAO) has issued a new state letter that draws the 
attention of national governments to new measures 
aimed at ensuring safe aviation operations during 
the COVID-19 pandemic, and to a contingency 
coordination website that ICAO will establish 
through 31 March 2021. 

The Regulatory Effect
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In the United States, the Federal Aviation Administration's assistant chief 
counsel for enforcement, Naomi Tsuda, says that, due to the extraordinary 
circumstances related to the pandemic, the FAA will not take legal action against 
pilots in cases of noncompliance with medical certificate duration standards if 
their certificate expires between March 31 and June 30, 2020. This however is 
subject to a re-evaluation of the circumstances as events unfold, which will 
determine if an extension of the timeframe is necessary.

In the UK, the Civil Aviation Authority, in line with EASA guidance (while the 
UK is still in the EU), has exempted all operators, aircrew, instructors and 
examiners engaged in commercial air transport from the normal validity periods 
for licenses, certificates and ratings that expire before October 31, 2020.

On the part of the Nigerian government, there has been no announcement or 
publication in respect of licenses, certificates and operating approvals. 

Is this a wake up call to the Nigerian regulators?

9. https://edition.cnn.com/travel/article/pilots-recency-flying-hours/index.html
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IATA has written to transport ministers around the world requesting that airports 
help cash-strapped airlines by cutting parking fees. Aircraft parking charges account 
for less than two percent (2%) of airport revenues in a normal year, but it could be the 
make-or-break for some airlines under the current circumstances. Also, several 
passengers have booked tickets with the airlines and the cost of those tickets are an 
accumulation of government taxes, Jet Fuel price and the fare. These have been 
affected by the ban on air travels by many nations. Many airlines around the world 
and their stakeholders are already working to modify their operations in order to 
accommodate a fall in demand and largely reduced traffic. Emirates for instance 

st
issued a notice of suspension of all flights booked on or before the 31  of May 2020 and 
made arrangements for rescheduling of such flights when it resumes operations.

Besides the issue of taxes, another daily expense being run by aircrafts is Jet fuel. A 
collapse in air travel due to the coronavirus pandemic has brought with it a plunge in 
fuel demand and the threat of a shortage of places to keep unwanted supplies. Flight 
cancellations are destroying demand for the roughly seven million (7,000,000) 
barrels-a-day market, with some traders speculating consumption could have 
dropped by as much as fifty percent (50%) of that. The Nigerian government 
announced the reduction on Premium Motor Spirit (PMS) popularly known as Petrol 

st
effective from the 1  of April 2020 all through the month of April, which move was 
necessitated by the global fall in crude oil prices. No mention was made of Jet Fuel. 
One would have thought that at a crucial time such as this and in a bid to heed to the 
plea of IATA, the government would have included Jet Fuel in the initiative.

In conclusion, while the future seems bleak for the Aviation sector, with proper 
management, government initiatives and incentives, the industry would hopefully 

pick up again after COVID-19 has passed away.

 10https://airlines.iata.org/news/problems-in-parking-for-grounded-fleets?redirectcounter=1&_ga=2.31357311.1914603968.1586454046-254832357.1586348095
 11 https://www.bloomberg.com/news/articles/2020-03-22/a-glut-of-jet-fuel-is-on-brink-of-overwhelming-global-storage

A notable point to consider on the effect of the 
pandemic on the Aviation sector is with regards to 
the taxes that come from daily operations and when 
not in operation, the parking fees paid to keep these 
aircrafts on the ground. Some airports, including 
Heathrow and Charles de Gaulle Paris, are waiving 
fees but many others are not. 

The Taxes and Levies Effect
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