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A BILL  [EXECUTIVE]
FOR -

AN ACT To MAKE FOR INCREMENTAL CHANGES TO NIGERIA TAX AND
FISCAL LAWS AND FOR RELATED MATTERS
[ ]

ENACTED by the National Assembly of the Federal Repubtic of

Nigeria as follows: - '
PAR.T [ - DIRECT TAXES
Companies fncome Tox

1. Section 9 of the Companies Income "Tax Act (CI'l" Act) is
amended as follows:

{a) In subsection (1), by delgting Min respect” and insertin'g
immediately after Nigeria' the words ."that are not subject to tax under the
Capital Gains Tax Act, Petroleum Profits Tax Act and Perspnal Income Tax
Act, Such profits shall include, but shall not be limited Elo—"

{b) By inserting an expanded definition of interest and dividend in
subsection 1 (c)of Section 9:

“for the purposes ofthis Act:

interest shali include compensating payments received by a Borrower from

its approved agent or a Lender in a Regulated Securities L'ending
Transaction provided that the underlying transaction giving rise to the
compensating payment is a receipt of interest by a Lender on the collateral it
received from its approved agent or a Borrower in a Regulaled Securities
Exchange Transaction.

Dividend shall include compensating payments received by a Lender from
its approved agent or Borro_wer. in a Regolated Securities Lending
Transaction if the underlying transaction giving rise to the compensating
payment is a receipt of dividends by a Borrower on any shares or se(iurities

received {rom its approved agent or & Lender in a Regulated Securities
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LendiﬁgTransaction".

(c) By inserting a proviso to Section 9 (1) (g)asfollows:

“for the purpose of this section, securiiies or shares shall not be deemed to be
disposed of by a Lender, Borrower or approved agent o acquired by o
Borrowe, approved agent or Lender if such securitics or shareé are transferred
from a Lender and subsequently returned by a Borrower in a Regulated
Securities Lending Transaction".

2.-(1) SLLLion 1Wofthe CI'T Actis heleby amended by mtroducing a
new subsection (2)as fol 1ows:

(2) Tvely person cngaged in banking in Nigeria shall require all
companies 1o pr 0v1de their tax identification numbers as a precondition [or
opening a bank accountar, in the case of'an account alrcady opened prior o the
30 September 2019, the bank shall require such tax identification numbers o
be provided by all companies as a precondition for the continued operation of
their banlk accounts,

3. Section 13 of the CIT Act is hereby amended:

(a) By insertihg in the opening paragraph of subsection (2), after the
phrase” shall be decmed to be derived from" the words "or otherwise be tlaxable
in,Nigeritf’;

7 (b) In subsection (2), by inserting a new paragraph (c) as follows, and
renumbering the existing paragraphs (c)and (d) as paragraphs (d) and (e):

“(¢) if it transmits, emits or receives signals, sounds, messages,
images or data of any kind by cable, 1'adid, electromagnetic systems or any
other electronic or wireless apparatus to Nigeria in respect of any activity.
including electronic commerce, application store, high {"requency trading,

electronic data storage, online adverts, participative network platform, online

payments and so on, 1o the cxlem that the company has mg,mhcmat gconomic

presence inNigeria and profit can be attributable to such activity”;

(c) By inserting a new paragl aph () after paragraph (¢) as follows:

“S(f) If the (rade or business compriseé the furnishing of technical,
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management, consultancy or professional services outside of Nigeria to a
person resident in Nigeria, to the extent that the company has significant
economic presence in Nigeria and profitcan be awribulable Lo such activity:

Provided that any withhelding tax applicable under the Section §1
ofthis Act shall be the final tax on the Income.

(d} By inserting a new subsection (4) as follows:

“(4) For the purpose of subsection (2)(c) and (j) of this Section, the
Minister may by Ordér determine wliat C{).nsti'tutes the significant economic
presence ofa company other than a Nigerian company.”

4. Section 16 ofthe CIT Actis hereby amended as follows:

(a) inserting a new subparagraph (ii) under Section 16(5)(b) as
follows:

“(ii) Investment income for the purpose of taxatnon of a lile
insuraﬁce company unde;r this section means income derived from
investment of shareholders’ funds”

(b) deleting the phrase ".. and, in all cases, the period of carrying
forward of a loss shall be limited to four years of éssessment“ in Section
16(7-’) _ _ .

(c) éleStituting the existing paragrapl (a) of Section 16(8). with a
new paragraph (a), as follows- .

“(a) reserve for unexpired risks, calculated on a time
apportionment basis of Lhe risks accepted in the year.” ‘

{d) substituting the existing paragraph (b) of Section 16(8) with a
new paragraph (b), as follows-

“(b} for outstanding claims and cutgoings, on amounl equal to fhe
total estimaled amount of all outstending claims and outgoings. with a
further amount representing 10 percent of the estimated figure for
outstanding claims in respect ol claims incurred but not reported at the end
of the year under review, provided that any amount not utilised towards

settlement of claims and outgoings shall be added to the fetal profits of the
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following year.”

(e) in subsection (9)(c}, by deleting the phrase:
“except that after allowing for all the outgoing and allowance under the Second
Schedule to thlS Actasmay be restr icted under the provisions olthis Act forany
year of assessment, not less than an amount equal to 20 percent of the gross
incomes shall be avaitable as tota! profit of the company for tax purposes.”

5, Section 19 ofthc CIT Act is hereby amended by inserting  ncw
subsectlon (2}as foll ows

"The provisions of subsection (1) of this section shall not apply to-

(a) Dividends paid out of the retained earnings ol a company,

Provided that the dividends are paid out of profits that have been subjected to

tax under this Act, the Petroleum Profits Tax Act, or the Capital Gains Tax Act;

(b} Dividends p'aid out of profits that are exempted from income tax
byy any pro#ision ofthis Act, the Industrial Dcvelopmeh{(lncmnc Tax Relicl)
Act, the Petroleum Profits Tax Act, or the Capital Gains Tax Act or any other
legislation; A .

{c) profits or inf;ome of a compﬁuy that a:"e regarded as [ranked
investment income underthis Act; aﬁd .

{d) distributiois, made bv a Real Estate Investment Company to its
shareholdcrs from rental income and d1v1dcnd income received on behalf of
those shareliolders; whether such dwzdends are paid out of profits of the year in
which the dividend is declared or out of profits of previous reporting periods.™

- 6. Section 20 of the CIT Act is hereby amended by deleting the
existing paragraphs (b} and (¢).

7. Seetion 23(1) of the CIT Actiis hereby am ended by:

{a) Repealing .subscci:ion {n) and repiacing it with the following new
subsection (n) as lollows: '

“Nothing in this section shall be construed to exempt from deduction at source,

the lax which a company making payments is to deduct under sections 78,79 or

80 of this Act, such that the provisions of sections 78, 79 and 80 of this Act shall
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apply to a dividend, interest, rent or royalty paid by a company exempted
from tax under subsection 1 (a) to (e), (kY to (1): (0}, {g). (r} and (1) of this
section;
(b) Repéaling subsection (o) and réplacing it with the following
n-cw subsection (0)as follows:
(i) "the profits of a small company in arelevant year of assessment:
‘Provided that such company shall, without prejudice to this
exemption, comply with the tax registration and tax rctuim {iling stipulations
of this Act and be subject to the provisions as regards time of filing, penaltics
for breach 01'; statutory duties and all other provis'ions' of this Act in all
respects during the period during which its profits are below the tax paying
threshold; | ‘
(ii) Dividends received from small - companies in the
manufacturing sector in the first five years ot their operations.
{¢) introduction of anew sub-section (tyas foliows:
“the dividend and rental income received by a Real Estate Investment
Company on behalfof its sharcholders provided that:
(i) A minimum of- 75 % of dividend and 1'entai tneome is
distributed; and
(it) Such distribution is made within 12 months of the end of the
financial year in which the dividend errental income was earned.,
Nothing in this section shall be construed to exempt:
(1) Shareﬁoldcrs from tax on the dividend or rental income received
(rom a Real Bstate Investment Company;
{ii) a Real Estate Investment.C()mpany from tax oft management
fee, profits or any other income earned fpr and on its own accognt; and
(iii) # Real Estate Investment Company from tax Qil dividend and
rental income that is not distributed a111¢1' 12 months from the financial year
end in"which the dividend or rental income was earned.

(d) Substituting the existing paragraph {q) under subsection (1)
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1 with the following new paragraph (q) as follows:
2 “the pl'{JﬁLs of any Nigerian company in respect of goods exported from
3 Nigeria, provided that the proceeds of such exports are used for the purchase of
4 raw materials, plant, cquipment and spare parts:
5 Provided that tax shall accrue proportionately on the portion of such
6 nroceeds which are not utilized in the manner prescribed above.
7 (e) Introducing new paragraphs (), (v} and (w) as follows:
g (u) "the compensating payments, which qualify as dividends undér‘
9 section 9(1)(c) of this Act, received by a Lender from its approved agent or a
10 Borrower in a Regulated Securities Lending Iransaction. Such payments shall
11 be deemed to be Franked Investment Income and shall not be subjected to
12 Turthertax inthe hands of the Lender.
i3 (v) "the compensating payments, which qualify as dividends or
14 interest under Section 9(1)(c) of this Act, received by an approve agent from a
15 Borrower or Lender on behalf of 4 Lender or Borrower in a Regulated
16 Securitics Lending Transaction”

Deductions 17 8. Section 24 ofthe CIT Actis hereby amended:

allowed .
1. (a) Inwoducing in the opening paragraph oi'Section 24 after the word
19 “inthe production ofthose profits” the words “chargeable to tax";
20 (b) By re-enacting the existing paragraph (a) as:
21 () Subject to the provisions of the Seventh Schedule of this Act, any
272 sum payable by way of interest on debt borrowed and.employed as capital in
23 acquiring the profiis of a company;"
24 (¢) by inserting as subsection (k) and (1) the following provisions:
25 (k) dividends or mandatory distributions made by a Real Estate
26  Investment “Company -duly approved by the Securities and Exchange
27  Commission, to its sharcholders™;
28 "(l)compensating payments, which qualify as inleresl under seciion
29 9(1)(c) of this Act, made by a Lender to its approved agent or 4 Borrower b a
30 Reguiated Securities Lending Transaction”
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9. Section27(1)ofthe CITActis hereby amended by:

(a) deleting subsections {(g), (h) and (i) and inserting a new
subsection (g) as {ollows: -

"(g) any expense whatsoever incurred within or outside Nigeria
involving related parties as defined under the Ti ransfer Pricing Regulations,
except (o the exteat that it is consistent with (ho Transler Pricing
Regulations".

(b} Introducing new subsections (). (D) and (k) as follows:

“(h) any expense incurred in drivin £ tax- exempt income, {osses of

a capital nature and any expense allowable as a deduction under the Capital
Gains Tax Act for the purpose of determinin g chargeable gains":

"(i) any- compensating payment made by a Borrower, which
qualifies as dividends under seciion 9(1)(c) of this Act, to its approved agent
ortoaLender in a Regulated Securities Exchange Transaction™;

(1) any compensating payment made by an approved agent, which
qualifies as interest or dividends under scctioﬁ 9(1)c) of this Act, 10 a
Borrower or Lender in a Regulated Securities Exchange Transaction”;

(k) any penalty prescribed by inan* Act of the National Assembiy
for violation ofany statute;

- (1) any taxes of penalties borne by ¢ company on behaif of another
person.

[0. Section29 ofthe CIT Act is herebyy amended as follows:

(a) The existing subsection (1) is deicted and :cpf'c;'(.:cd with a new

subsection (1) as follows:

(L} Save as provided in this seciion, the profiis ol any company for

each year of assessment from such source of iis profits (hereiralter referred
to as-the assessable profits) shall be the profits of the accounting period
immediately preceding the year of assessment from each such sourge. -

(b) Seetion 29(3) of the CIT Act i3 hereby deleted and reptaced

with anew subsection (3) as follows: :

[deduciions not
allowed

Basis for
computing
assessable prolis
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(3)The assessable profits of any company from any ade or business
(or in the case of company other titan a Nigerian company) for its first year of
assessment and the two following years of assessmient (which years are int this
subsection respectively referred toas Pire first year", "the second year" and the
third year") shall be ascertained in accordance with the following provisions-

(a) for the first year, the assessable profits sha]] be the profits from the

date in which it commenced to earn; on such trade of busmuss in ngerm to the

- end ofits first accounting period;

(b) for the second year, the assessable profits shall be the profits from
the first day after its first accounting period to the end of its second accounting
period; and

(c) for the third year and for each subsequent year thereafter, the
assessable profits shail be the profits from the day after the accounting period
justended.

(c) Section 29(4) is deleted and replaced with a.new subsection (4) as
[ollows:

(4) Where a company permanently ceases 10 caim) on a trade or
business (or in the case of a company other than a Nigerian compaiy,
permanently ceases o carry ond trade or business in Nigeria) in an accounting
period, its assessable profits there from shall be the amount of the profits from
the beginning of the accounting period to the date of cessation and the tax
thereof shall be payable within six monihs from the date ofcessation.

¢d) By amending the opening provisions ofthe existing subscction (9)
as follows:

«“Where a trade or business carried on by a company is sold or
transferred 1o a Nigerian compainy for the purposcs of better organisation o
that trade or business or the transfer of its management to Nigeria, and any asset
employed in such trade or business is sold or transfersed, if' the Board is
satisfied that one company has control over the other or poth are controlled by

some other person or are members of a recognised group of companies and
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have been 50 for a consecutive period of at least 365 days prior to the date of
reorganization, the board may in its discretion cirect that-

(e} By including a new proviso under after the concluding
paragraph of subsection {9) as foilows:

Provided also that if the acquiring company were to make a
subsequent disposal of the assets thereby acquired within tire succeeding
365 days after the date of transaction, any concessions enjoyed under this
subsection shall be rescinded and the companies shall be frealed as if they
did not qualify for the concessions stipulated in this subsection as at the date
of initial reorganization.” |

11. . Section 31{2)a)(i1) of the CIT Act is hereby auwmlcd Dy
deleting the phrase "but such deductions shall not be made against the profit
of the company after the fourth year from tire year of comniencement o7
such business”.

12. Section 33 ofthe CIT Act is hereby amended by:

(a) Replacing the existing subsection (2) with the following new
subsection (2): |

"(2) For the purposes of subsection (1) of this section, the
minimun tax to be levied and paid shall be 0.5% of turnover of the company.

(b) Deleting under subsection (3), the exisling paragraph (b) and
replacing with a new paragraph (b) as follows:

() a company that earns gross turnover of less than twenty five
millionnaira in the relevant year of assessment.

13, Section 39 ofthe C1T Act is hereby amendad by:

(a) Replacing existing pharagraph (¢} in subsection (1) with the
following new paragraph (c);

“Capital aliowances on qualifying expenditurc incurred duringhe
pioneer period, shall be made in each of the years duriﬁg which the
company, which is engaged in gas ytilization (downstreamn operations), is in

pioneer period, such thal only tax written down value of the Qualifying

Vutaf prolis
from all sources

Payment of
Minimum Tax

Gas utilization
. {Downstream
Operations)
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Capital Expenditure shall be carried forward to the post pioneer period, as
follows, that is-

(i} an annual allowance of 90 percent with 10 percent retention, for
investment in plant and machinery;”

(b} Deleting the existing paragraph (¢} in subsection (1),

(c) By inserting new subsection (3) after the existing subsection (2)
and renaming the existing subsection (3) as subsection (4). The new subsection
(3)toread as follows:

“(3) This Section shall nol apply with respect to-

(i) any company that has claimed or wishes to claim the incentives
under the Industrial Development (Income Tax Relief) Act in respect of the
same qualifying capital expenditure.”

14, Section 40 of (he CIT Act is hereby repealed and replaced with a
new Section 40 as follows:

“There shall be levied and paid for cach year ofassessiment in respect
of total profits of even) company, tax as follows. Inthe case of a-

(a) small company, tax as provided under Section 23(1)(0) of this Act;

(b medium-sized company, tax at the rate of twenty kobo for every
naira; and ;

(c) large company, tax at the rate of thirty kobo for every naira.”

15.. Section 41 ofthe CIT Act is hereby repealed by this Act.

16. Section43 ofthe CIT Act is hereby repealed by this Act

17. Section 53(1) of the CIT Actis hereby amended as follows:

(1) Even) company filing a return under section 55 of this Act or requesied by
notice of the Board to file a returit under section 58 of this Act shall-

“(a) in the return, compute the tax payable by the company for the year
of assessment; and

{(b) forward with the tax return, evidence of payment.of the whole or,

in the case ofa company making installment payments, part of the tax due,
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1 _l 8. Section 55 ofthe CITActis hereby amended a:s follows: Returns and
2 {a) By amending paragraph (c) under subsection 1 as follows: .I;s'é::‘;::?lzqi :
3 "(c) evidence of payment of the whole or, in the case of a-com pany
4 making installment payments, part of the tax due."

5 (b) By amending subsection 3 as follows:

6 . “(3) Any company which fails'to comply with the provisions of
7 subsection (2) shall be Hableto pay a penaity for late filing-

8 {a)N50,000 fof the first month in whichthe failure occurs; and

9 (b) N25,000 for each subsequent month in which the Tfailyre
10 continues,

11 19. Section 77 ofthe CIT Actis hereby amended as follows: Time within tax
i2 (a) By repealing the existing subsection '(I) and renumberin g o bepaid
i3 subsections (2)to (8) as su bseétidﬁs (1o (7, .

14 (b) By deleting the exisﬁng provisions of Section 77(5) and
15 replacing as follows:

16 (4) Every Company shallm ake p;a_yment ol'tax due on or before the
17 due date of filing, in one lump sum or in installments. Provided tha_t where
18 the taxpayer pays in installments-

19 (&) The taxpayer shall first write, with evidence of payment of the
20 first Installment, and obtain the approval of the Servic-e to pay in such,
21 number ofinstallments as may be app’rbved by the Service;

22 {b) The final installment must be paid on or before the due date of
23 filing;

24 (¢) By introducing new subsections afier the existing subsection 5
25 (now renumbered as 4) as follows: |

26 (3) Where a company pays its tax 90 days before the due date as
27 provided under Section 55 of this Acf, such company shall be entitled to a
28 bonus 01,“-'

29 (ajZ %o, if such company is amédium—sized company; and

30 (b} 1 % for any other coniparty; on the amount of tax paid, which
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shall be available as a credit againstof its future taxes.

(6) Any balance of taxes unpaid as at the due date shall attract interest
and pena.ltiés as provicied in this Act or any other relevant law for failure to pay
on the due date in accordance.” '

20, Section 78 of the CIT Act is hercby amended by inserting a new
subsection (6) as follows:

"the provisions cqntained in subsection (1) to (5) of this Section shall
not dpply to a Lender when making compensating payments, which qualify as

interest under section 9(1)(c) of this Act, to an approved agent that is due toa

Borrower in (1 Regulated Securities Iending Transaction;

Nothing in this subsection, shall be construed as exempting the approved agent
fro'm the provision of subsection (1) to (5) when making the same payments to
the Borrower ot as exempting the Lender from deducting tax when making the
payments directly to the Borrower” '

21. Section 80 is hereby ¢ amended as follows:

(a) By inserting as subsection{(3) the foilowing provisions:

“(5)The provisions contained in subsection (1) to (5) of this Section
shall notapply to: '

"(a) a wmpany or person makmg any distribution or dividend
paﬁ;ment 10 a Real Bstate Tnvestment Companys

(b) a Borrower making compensating payments Lo its approved agent
ot to a Lender, provided that such. payments qualify as dividends under scetion
9(1)(¢) of this Act;

(c) an approved agent making compensating payments received from
a Borrower, which quality as‘di\{idends under section 9(1)(¢) of this Act toa
.ender.
thmg in this section should be constr LlLd to exempta Real Estate Invesiment
Company from deducting tax at SOUFCE hom the d1v1dcnd it distributes 1o its

own shareholders" LT
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22. Section 81 of the CIT Act is hereby amended by introducing a
new paragraph (9) as follows:

(9} The provisions of this section shall not apply to compensating
payments made under a Registered Securities Lending Transaction”.

23. Section 105(1) of the CIT Actis hereby amended as follows:

{a) Deleting the definition of "Board” and defining the lerm
"Service" as follows:

"Service" means the Federal Inland Revenue Service as defined in
the Federal Irnland Revenue Service (EsLabtishnient)Act, 2007,

(b) Replacing all references to "the Board" in the CIT Act with "the
Service";

(¢) Providing a definition for the following terms:
"Approved Agent" means any person approved by the Securities and
Exchange Commission to Jjunction as an intermediary fbr the conduct of a
Regulated Securities Lending Transaction;
"Bank" means an establishment authorized by the goverﬁment {0 accept
deposits, pay interest, clear checks, make loans, act as an intermediary in
financial transactions, and provide other financial services 1o its customers
or any other such institution as defined under the Banking and Other
Financial {nstitutions Act;
“Banking" means business conducted or services offered by a Bank:
"Borrower" means an approved borrower in a Regulated Securities Lendin g
Transaction;
"Compensating Payments" means any payments made in licu of interest or

dividend pursuant to 2 Regulated Securities Lending Transaction;

"Gross turnover" means the gross inflow of economic benefits {cash, .

receivables, other assets) arising from the ordinary operating activities of a
company, including sales of goods, supply of service, receipt of interest,

rents, royalties or dividends;

Deduction of
tax of source

Interpretation
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"Large company" means any company which is not a small or medium-sized
company;
"Lender" means an approved lender in a Regulated Securities Lending
Transaction;
"Medium-sized company” means a company that earns gross turnover greater
than N25,000,000 but less than N100,0000,000;
"Real Listate Investment Company” means for the purpose of this Act, a
Company duly approved by the Securities and Exchange Commission to
operate as a Real Estate [nvestment Scheme in Nigeria;
"Recognised group of companies” means n group of companies as prescribed
under therelevant accounting standard;
"Regulated Securities Lending transaction” means any securities lending
transaction conducted pursudnt te ruleés made by the Securitics and-Exchange
Cmnmissjon from time o time;
"Small company” means a company that earns gross turnover of #25,0060,000
or less: ,

24, The Third =Sche-dnle of the GIT on Yax exemption on certain
interests’ is hereby amended as:

(a) Updaling the table of tax cxemiption on interest on foreign loans a5

foliows:

Repayment _ Lo Tax
Period Moratorium . Exemption
including _ LT - aliowed

Moratorium

Above 7 years .- Notiess than 2 ycars - 70%
5-7 years Not less than 18 months 40%
2-dyears . Not less than 12months. . 10%

Below 2 years Nil o Nil
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(b) By introducing a new paragraph 2 an inlerpretation section ag
follows:

“For the purpose of this Schedule:
“Moratorium" means a period at the beginning of a loan term during which
the borrower is not expected to make any principal or interest repayments,
Provided that where any principal or interest repayments are made during
the period, the tax exemptions provided under this Schedule shall be
adjusted by the Service ina pro portionate manner,
"Repayment Period" means the agreed tenor of the loan facility Provided
where tHe loan is repaid before expiration of this period, the tax exem ptions
provided under this Schedule shall be adjusted by the Service in a
proportiorate manner,

25. Introducing a new Schedule after the Sixth Schedule as
follows;

(1) Notwithstanding any provisions of this Act, where a Nigerian

company, or a fixed base of a foreign company. in Nigeria, incurs any

“expenditure by way of interest or of similar nature in respect of debt issucd

by a foréign connected person, the excess interest thercon shall be a
disallowable deduction for the purpose of this Act;

(2) For the purposes of sub-scetion {13, the excess inlerest shall
mean an amount of total interest paid or payable in excess of thirty per cent
(30%) of carnings before interest, taxes, depreciaﬁon and amoitization of
the Nigerian company in that accounting period.

(3} Nothing contained in sub-section (1) shall apply to a Nigerian
subsidiary ofa foreign company which is engaged in the business of banking
or insurance,

(4) Where for any assessment year, the interest cxpcnﬁiiurc is not
wholly deducted against income, so much of the interest expenditure as has
not been deducted, shall be carried forward to the following assessment year

or assessment years, and it shall be allowed as a deduction against the

Seventh Sehedule
Peduciibly interest
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profits, if any, of any business carried on by it and assessable for that
assessment year to the extent permilted inaccordance
with sub-section (2): _

Provided that no interest expenditure shail be carried forward under
this sub-section for more than five (5) assessment years immediatcly
succeeding the assessment year for which the excess interest expenditure was
first computed,

(5) Any person who violates the provisions of this Section shall be
liable to a penalty at 10% and interest at the central I;anlg of Nigeria monetary
policy rate plus a spread to be determined by the Minister on any adjustments
made try the Service relating to excess interest charged inany year.

{6) For the purposes of this section, the expressions- |

(i) "connected persons shall mean,

(a) any person controlled by or under common contral, ownership or
management, or | '

| (b) any person who is not connected but rLccwcs an implicit or
prhc:lt guarantee or deposit for the provision of corresponding or matching
debt; or 7 7
| | (c) any related party as described under the N igerian Transter Pricing
Regulations 2018.

(iiy “debt” means any loan, financial instrument, finance lease,
financial derivative, or any arrangement that gives rise to interest, discounts or
other finance charges that are deductible in the computation of incon;e
chargeable underthe head “Profits and gains ofbusingss or pro fession™,

Petroleum Profit Tax
26. Section 60 of the Petroleum Profits Tax Act is hereby repealed.
Personal Income Tax

27. Sections 2 (2),49(1),36 (2)(a) & (8), 102(1), 104 (3) (¢) (ii) and"

108 (D" of the Personal Income Tax Act, Cap. PS, Laws of the Federation of

Nigeria 2004 as amended. (in this Act referred to as "the PIT Act") are amended
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l by substituting the words "the Federal Board of inland Révenue" with" the

2 Federal Inland Revenue Service" where they appear. |

3 28. Section20(1) of the PIT Act is amended by insertlihg afull stop Deducgons

4 alter the word "scheme" on the second line of paragraph g. and deleting the e

3 remainder of the paragraph and proviso, | .

6 29. Section 33 of the PIT Act is amended by deleting section 33(4), personal ;‘;(')iff
7 (5)&(6) children, dependent
8 30. Section 49 of the PIT Act is hereby amended by introducinga  information to

, ; : ‘ be delivered by

9 new subsection (1) and renumbering the existing subsection (1) to (4) as (2)  bankers

10 to (5). The new subsection 1 shall read as follows: ‘

11 (1) Even; person engaged in banking shall require that a person

12 intending to open a bank account for the purposes of its business operationé

13 must provide a tax identification number as a precohditibn for opening such

14 bank account or continued operation ofa bank ac.com;t.

15 31. Section 58 ofthe PITAct is amended by ihsert'ing immediately  Revision in the
16 after the words "in writing" in line 2 with the words "delivered in. person, by ﬁi?fcffni"

17 courier service or via electronic mail”

18 ~ 32. Section 74 of the PIT Act is amended by replacing the words - Penaity for faiturc

to deduet tax

19 "section 69,70, 71 or 72" with the words "sections 69, 70,71, 72 or 73",

20 33. The Third Scheduie to the PIT Actis amended by: Third Schedute
21 {a) deleting the following provisions: '

22 (i) the phrase "under the authori:ty of the Railway Loan

23 (International Bank) Act from paragraph 6{1){b); |

24 (i) the phrase "on or after st January 1990" from paragraph 7;

25 (iii) Paragraph 10, 15, 19,20, and 24;

26 {iv) The proviso to Paragraph 18; and

27 34, Section 108(1) ofthe PITAct ishereby amended as follows: [JEt?i:pretﬂtion
28 (a) deleting the definition of "Board” and deﬁning the term "

29 "Service" as follows: o B o

[¥]
<

"Service" means the “"Federal Inland Revenue Service as defined in the
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Federal Inland Revenue Service (Establishment) Act, 2007"

(b) Replacing all r_efei'enccs to "the Board" in the PET Act with "the

- Service".

PART II - INDIRECT TAX
Value Added Tux ‘

35, Section 2 of the Value Added Tax Acf, Cap VI, Laws of the '
Federation of Nigeria, 2004 (in this Bill referred to as lithe VAT Act") is hereby
re-enacted as follows: _ .

The tax shall be charged and payabie 011 the supply of all goods and services in
Nigeria other than those listed in the First Schedule to this Act.

For the purpose of this Act, goods and services shall be deemed to be supplied
in Nigeria if: | _ '

(a) Inrespect of goods: | _ o

(1) the goods are physically present in Nigeria at the time of supply,
imported into Nigeria for use by a person, assembled in Nigeria, or installed in
Nigeria; or

(i) the beneficial owner of the rights in or over the goods is a taxable
person in Nigeria and the goods or right thereof is situated, registered or
exercisable in Nigetia.

. {b)In fespect of services: _

(i) the services are rendered in Ni geria by a person physically present
in Nigeria at the time of service provision; or |

(i) the services are prﬁvided to a person in Nigeria, regardless of .
whether the services are rendered wifhin oroutside Ni peria,

36. Section 4 is hereby amended by substituting “3 percent with “7.5
percent”.

37. Section 8 ofthe VAT Act is hereby amended as follows:

(YA taxable persdn shall upon commencement of business register
with the Service for the purpose of the tax.

(2) A taxable person who fails or refuses to register with the Service
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withi) the time specified in subsect'ion.(] ) of this section shall liable to pay
as penalty an amount of-

(a) N50, 000 for ﬂle first month in which the failure oceurs; and

(b) N25,000 for each sﬁbsequeni month in which thé failure-

continues,

(3) Where a taxable pérson permanently ceases to cam’ on a trade
or business in Nigeria, the taxable person shall no‘ufy the Sc:vrcc of m
intention to der eglster for tax purposes within 90 days of such cessation of
the trade or business,” _ _

38. Section 10 ofthe VAT Actis renamed "Non—remdent comparnies
toinclude the tax on its invoices" and re-enacted as fo]lows

(a) Anon- remdem company shall mc]udc the tax all its invoice for
the supply of taxable %crvmcs

(b} he person to whom the services are supplied in Nigeria shall
WIi’th]d and remit the tax d]rectly to the Serwce inthe curr ency of payment
and

¢) Where a person to whom taxable supphes is made in Nigeria is
issued an invoice on which no tax is charged such a person shall self-
account for the tax payable and remit the oul_put tax tothe Service within the
timeline preseribed under Section 15 of this Act. |

39. Section 15 (I) is repealed and ieplaced w1th the lollowmg
provisions:

( 1) “A taxable pel son who in the course of a business has made

taxab]c supphes or expects t@ male taxab]e supplies, the value of which,

either singularly or cumulatlvely in any calendar year, is  twenty-five ml]llon _

Naira (N25,000,000) or more shall render to the Sewlce on or before the

21stday of even) month in which this thlesbold is ac neved and on or before

the same day in successive months thu eaﬂer a return of the input tax p"ud _

and output tax collected by him in the preceding month in such a manner as

the Service may from time to time prescribe.

Registration by
non-resident
companies

- Taxable person

to render retims

.
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(2) In determining whether a person meets the threshold in (1)(b)
above, the value of the following taxable supplies shall be excluded-

(a)ataxable supply of a capital asset of the person; a}nd

(b) a ta_xable supply made solely as a consequence of the person
selling the whole or a part of its business or permanently ccasing to cany
business: .

Provided that any person that does not fall within the threshold in
Secﬁon 15(1) above shall be exempt from the provisions of Section 8(2)1 3A,.
29, 34 and 35 ofthis Act"

40. Section 16 ofthe VAT Actis hereby amended as follows:

(1) A taxable person shall, on rendering a return under subsection (1)
of section 15 of this Act-

(a) If the output tax colle-cted exceeds the input tax paid, remit the
excess to the Board,

(b) if the input tax paid exceeds the output tax collected, be entitled to |
utilize the excess tax as a credit against subsequent months: '

Provided that the taxable person would be entitled to a refund from
the Service, of excess tax not utilised as a cred it, upon provision of such
documents as the Service may, fromtime to time, require

41. Section 19 of the VAT Act is hercby amended as follows:

“(1) I[fa taxable person does not remit the tax within the timne specilied
in section 15 of this Act, a sum equal to 10 per cent of the tax not remitted per
annum and interest at the prevailing Central Bank of Nigeria minimum re-
discount rate plus a spread t6 be détermined by the minister, shall be added to
the tax not remitted and the provisions of this Act relating to collection and
recovery of unremitéed tax, penalty and intere;st shall apply.

(2) The Service should notify the taxable person or his agent of the tax
due together with the penalty and interest and if payment is not made within
thirty days of such notification, the Board may proceed to enforce payment as

proﬁded in section 15 of this Act.”
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days after the date of transaction, any concessions enjoyed under- this
subsection shall be rescinded and the companies shall be treated as if they did
not qualify for the concessions stipulated in this subsection as at the gate of
initial reorganization."
- 51. Section 36(2) of the CGT Act is hereby amended as follows:

¥(2) Sums obtained by way of compensation for loss shall not,
however be chargeable gains, except where the amouat of such compensation
or damages exceeds N10,600,000.” 7

5§2. Section 46{1) ofthe CGT Act i3 hereby amended as follows:

(a) deleting the definition of "Board" and defining the term "Service"
asfollows: -

“Service" means the "Federal Inland Revenue Service as defined in
the Federal Inland Revenue Service (Establishment) Act, 20077

© (b) Replacing all references to "the Board™ in the CGT.Acl with lithe

Service":

(¢) Introducing a definition for "Recogniscd group of companies” as
follows? =+ ' '
"Recognised group of companies" means a group of companies as prescribed
underthe relevant accoimting standard" -

- PART IV - STAMP DUTIES

53, Section 2 of the Stamp Duties Act is hereby amended by

replacing the interpretation ofthe wotds, “stamp", "stamped" and “Instrument"

as follows:

“Mstamp mearis an impressed patiern or mark by means ofan engraved or inked

‘bloek die as- an adhesive stamp: or -an eleetronic ‘stamp-or an electronic

acknowledgment for denoting any duty or fee;

"stamped" with reference to instiuments and material, applies to instruments

- and material impressed with stamips by means of an'engraved or inked block

die, adhesive stamps affiked. thereto ds well as to jnstruments and material



C 816

Finance Bill 2019 2019

Inlerﬁreta_[ion -

(VAT}

B R L~ T 7 T W Ve

10
11
12
13
14
15
16
17
18
19

21
22
23
24

25

27
28
29
30

not qualify for the concessions stipulated in this subsectionas at the
date of initial reorganization,”

47. Section 46 of the VAT Act is hereby amended as follows:

(2,) deleting the definition of "Board" and déﬁnin gtheterm "Service"
as follows:

“Servite" means the "Federal Inland Revenue Service as defined in
the Federal Iﬁlahd Revenue Service (Establishment) Act, 2007

(b) Replacing all references to "the Board"” in the VAT Act with " the
Service™:

(¢) including the definition of "Goods" and "Services" as follows:

"Goods” means:

(é) “all forms of tangible properties that are movable at the point of
supply, but does not include money or securities; and )

(b) Any intangible product, asset or property over which a person has
ownership or rights, or from which he derives benefits, and which can be N
fransferred from one person to another excluding interest in land;

"Services" means anything, other than goods, money or securities which is
supplied excluding services provided under a contract of employment"_

(d) Deleting the definition o'.f"imported services":

(¢) substituting the current provision on “exported service” with the
following provision:

"Exported service” means "a service rendered within or outside Nigeria by a
person resident in Nigeriato a person resident outside Nigetia;

Provided, however, that a service provided to the fixed base or
permanent establishment of a non-resident person shail not qualify as exporied
services". '

(D) including the definition of "commencement of business” as
follows:
“Business shall be deemed to commence in Nigeria on the date that an entity

carries out its first transaction which shall be the earliest of the date it begins o
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market or first advertises its products or services for sale, or the date it
obtains an operating license from a regulatory authority in Nigeria, or the
date of its first sale or purchase, or the date it executes its first trading
contract after incorporation, or the date it issues or receives its first invoice,
or the date it delivers or receives its first consignment of goods, or the date it
firstrenders services to its customers."

(8) Including a definition for "basic food ftems” as follows:
"Basic Food Items" means agro and aqua based staple food described as:
Additives i.e, honey whether raw. or semi-processed. Bread (white émd
Brown), '
Cereals e.g. maize, rice, wheat, mi]'!et, barley, sorghum, oats, fonio, finer
milet and others of the same kind, however supplied in such form as grain,
flour, crop, bulk or retail. Raw or semi-processed,
Cooking oils e.g. vegetable oil, soya oil, palm 61’ I, groundnut oil, shea butter,
beniseed oil, olive oil, coconut oil and others of the same kind. Prow:ded that
they are of a type and grade suitable for culinary pl{t'poses and do not contain
any substance such as perfume that will make them unsuitéable for culinary
use,
Culinary herbs e.g. cum}, thyme, onions, ginger, mint and others of the same
kind, jfraw and unprocessed for human censumption,
Fish of a.!;i. kinds other than ornamental whether five, fresh, frozen, smoked
ordried; 7
Flour and Starch e.g. corn flour, plantain flour, cassava ﬂo.ur beans flour,
wheat flour, rice flour, yam flour, garri and others of the same kind. Either
bleached or unbleached, refined or unrefined provided that it is suitable for
culinary purposes;
Fruits e. 8. pineapples oranges, mangoes, gua'vas, grapes fruit, banana,
pawpaw and others of the same kind, whether it is fresh or dried; l
Live or raw Meat and Poultry e.g. beet, goat, lamb, pork, chicken, an_d oﬂwrs

of the same kind, whether live, butchered, complete, in parts, fresh, frozen,
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digitally tagged with electronic stamp or notional stamp or an electronic
receipt;
"Instrument” includes even) written document including electronic

documents.

54, Section 89 of the Stamp Duties Act is repealed and substituted 3

with anew Section 89 as follows-

(1) For the purpese of this Act, the expression "receipt" includes '

any note, memorandum, writing or electronic inscription whereby any
money, or any bifl of exchange or promissory note for monics is
acknowledged or expressed to have been received or deposited or paid, or
whereby any debt or demand, of any part of a debt orr demand is
acknowledged to have been settled, satisfied, or discharged, or which
significs or imports any such acknowledgement. and whether the same is or
is not signed with the flame of any person.

{2) The duty upon a receipt may be denoted by an adhesive stamp

which is to be cancelled by the person by whom the receipt is given before he

delivers it out of his hands or by a digital tag with electronic stamp or any '

acknowledgement of dun) charged on an electronic transaction.

(3) Notwithstanding the provisions of the Stamp Dutics Act,
electronic receipt or electronic transfer for money deposited in any bank or
with any banker, on any type of account, to be accounted for and expressed
to be réceived of the person to whom the same is to be accounted for of
antounts from Ten Thousand Naira (N10,000.00) upwards shall attract a
singular and one-off dun) of the sum of Fifty Naita (N50.00); provided that
monies paid into one's own account or transferred electronically between
accounts of the same owner by the owner within the same bank shall not be
chargeable to duty. ;

(4) Any duty paid pursuant to subsections (1) to (3) shall be applied
as a credit against any duty applicable on an instrument denoted with and

adhesive stamp,

Provisions as to
duty upon receipt
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eas and athers of the sameking:
Milk, whether fresh. figuidand powdered mill.
Ny 8.8 Groundnut, walput: cashew nut, harelnut, kolenul, Hgemuls: (ocony!t
and sthers of the seme kind. if raw and woproessssd for homan Sonsunphion.
Ase Foasted, fisd, boiled: saited o in their shes:
Pulses 6.8 beans, lentils, peas; shiskpess, tamaring and aihers of the sams
ind, if raw end nBrocesssd foF bumen sonsumpkion. Alse rossied. frisd:
boted; salted or in. their sheils; '
OIS 8.2 VaIm, OSOVEM, Gwest & Irich polaloss; Walsryam; cassave and
sthers of the same nd. In raw and unprocessed form: Alsg, 1n form oF flalses o
flour for human conSHMPYOR; /
Sl for sulingry use only inekiding fine 8l i@ﬂ@ i rtail pasks but exclyding
ingustriol salts
Vegeiables &.8 POIRSH; MEIons, leitucs, okro, cabbags. Sarols and Sihers oFthe
same kind, whether fresh; dried oF groung;
Water i.: natorsl water gnd table water 1.6, Spring welss, raln WksH pine biorne
waksr, well waler and all=natural walsr of the seime idnd: Al table weler other
than spavkling oF flavoured watgs
(b Inetuding 8 dstinition for *Resognized oup of companiss’ &

foligws: |
Resognised gronp oF SOmpanies mesns 13 roup oF Conpanies as prosenbed
under the relsyant assounting standarg’

() nsluding o dsbinition for "axable supplies’ as follows:
Unsans By ransastion for suls of gaods oF the performnsss of § ssrvles for &
EONSIGSFRLIon Ih MOneY oF meney s worhy :

48,/ The Firs Sehegule of the VAT Aet ishershy sme) wmv

(4) serting the w;léawmg ity upder Past ) of the Flrst Sehuduls

the VAT Ast:

] geally manufastyied sanilery towels, pads oF [ampons,”
() Repesting 'Servises rendsred by Community Banks. Peopies
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onling market platforms; -

The Bill also seeks to address the taxation of industries, such as insuiance,

* start-ups and the capital markets, evaluated by the Federal Government of

Nigeria as ¢ritical to the growth and development of the Nigerian scononty
with a view to stimulating activities in those sectors and fostering overall
economic growth;‘
(b} Value Added Tax Act, Cap V1, LEN 2007 (as amended):

In line with global best practice, this Bill proposes to improve the efficiency
of the Nigerian VAT system taking into consideration recommendations
from various 1 staleholder groups. In addition to simplifying the VAT
landscape, the Rill also seeks to expand VAT coverage by addressing some
critical issues, such as taxation of the digital economy, VAT registration
thresholds and intangibles;

{c) Customs and Excise Tariff Etc. (Consolidation) Act, Cap C49,

- Laws of the Federation of Nigeria 2004:

Inabid te create a level playing field for lecal manutacturers, this bill wishes
to subject certain imported goods to excise duties in similar manner as their
locally manufactured counterparts;

¢d) Personal Income Tax Cap P8, LFN 2007 (as amended):
The Bill also seeks to provide clarity and efficiency in the administration of
individual income taxes in Nigeria; |

{e) Capital Gains Tax Act Cap C1, LFN 2007
The Biil also covers the taxation of business combination and seeks Lo
prevent abuse of provisions of the Act on group restructuring

" (f)Stamp Duties Act Cap 58, LFN 2007;

The Bill also seeks to increase revenue generation from duties on electronic
stamps.

{g) Petroleum Profit Tax:
This Bill seeks to improve revenue by removing the tax exemption granted
for dividends or income received from companies charged under Petroleum

Profiis Tax Act.
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