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FINANCE ACT, 2019
Act No. 1

AXNACT TO AMEND THE Conpanies Ixcoye Tax Act, Cap C21,VALUE ApDED Tax
Act, Cap. VI, Custonms axp Excise TARIFF, ETC. (CONSOLIDATION) AcT, Capr. C49,
PERSONAL INCOME Tax AcT, Cap. P8, CaPITAL GAINs Tax AcT, Car. C1, Stamp DUTIES
“acT, Cap. S8, PETROLEUM PROFIT Tax AcT, Car. P13, Laws OF THE FEDERATION OF
NIGERIA, 2004 1o PROVIDE FOR THE REVIEW OF TAX PROVISIONS AXD NAKE THEM MORE
RESPONSIVE TO Tax REFORM ; AND FOR RELATED M ATTERS.

[13th Day of January, 2020] Commence-
EnacTED by the National Assembly of the Federal Republic of Nigeria— e

1. The Companies Income Tax Act, Cap C21, Value Added Tax Act, Cap. Amendment
VI, Customs and Excise Tariff, Etc. (Consolidation) Act, Cap. C49, Personal o©f Cap. C21,
income Tax Act, Cap. P8, Capital Gains Tax Act, Cap. Cl, Stamp Duties Act, Cap. VL.
Cap. S8, Petroleum Profit Tax Act, Cap. P13, Laws of the Federation of Nigeria, Cap. £45,

. : Cap. P8.
t

2004 are amended as set out in this Act. Cap. CI.
. Cap. S8 and

PART [—Companies INCOME TAX ACT Cap. P13.
LFN., 2004.
2. Section 9 of the Companies Income Tax Act (CITA) is amended— Amendment
(@) in subsection (1}— of section 9.

(i) by deleting after the word, “Nigeria™, in line 3, the words, “in respect”
and inserting the words, “that are not subject to tax under the Capital Gains
Tax Act, Petroleum Profits Tax Act and Personal Income Tax Act, such
profits shall include™,

(i) by inserting after paragraph (c), a new paragraph “(d)"™—
“(d) for the purposes of this Act—

(i) interest includes compensating payments received by a

- borrower from its approved agent or a lender in a Regylated
Securities Lending 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 Regulated Securities Exchange Transaction,

(ii) dividend includes compensating payments received by a
lender from its approved agent or borrower in a Regulated 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 securities received from its approved agent or a
lender in a Regulated Securities Lending Transaction™;

5 (6) in paragraph (g), by inserting a “proviso™ after the word, “bonds”, in
Ine 4—

“Provided that for the purpose of this section, securities or shares shall
not be deemed to be disposed of by a lender, borrower or approved agent
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020 No. 1 Finance Act, 2019
. ' 5
Ad 2 z borrower, approved agent or lender if such securities o
or acquired by 2 d from 2 Jender and subsequently returned by b
s ' ending Transaction” ;

Substitution
for section
10.

Amendment
of section
13.

ulated Securities

paragraph (8)
urities lending

a new paragraph “(h)"—

inserting after :
(c) by ins€ g other than compensating paymeny

«(h) profits from sec

to the lender or borrower.”
ection 10 of CITA, a new s
1l have a tax identification number (TIN), which

shall be displayed by the company on all business transactions with other
companies and individuals and on every document, statement, returns, auditeq

account and correspondence with revenue authorities, il‘lCIUdl'ng the Federy|
ice, Ministries and all Government Agencies.

Inland Revenue Servi : i
(2) Every person engaged in banking or other ﬁnaqca_al services in Nige.ﬁa
shall require all companies t0 provide their TINasa precond:tlon f9r Opening
a bank account or, in the case of an account already o_penledz within three
months of the passage of this Act, the bank shall require such TIN to be
ition for the continued operation of

provided by all companies as a precond
their bank accounts.”
4. Section 13 of CITA is amended—

t' n i-'lOﬂ_
3. Substitute for s ectio
10.—(1) Every company sha

(a) in subsection 2)—
(/) by inserting after the word, “from”, in line 2, the words, “or taxable
iﬂ”, _ 1
(i) by inserting after paragraph (b), a new paragraph “(c)”, and
renumbering the subsection appropriately— . |
“(¢) if it transmits, emits or receives signals, sounds, messages,
images or data of any kind by cable, radio, electromagnetic systems or
any other electronic or wireless apparatus to Nigeria in respect of any
activity, including electronic commerce, application store, high
~ frequency trading, electronic data storage, online adverts, participative
network platform, online payments and so on, to the extent that the

company has significant economic presence in Nigeria and profit can
be attributable to such activity™;

(b) by inserting after paragraph (d),a new paragraph “(e)"—
“(e) if the trade or business comprises the furnishing of technical,

management, consultancy or professional services outside of Nigeriato a
person resident in Nigeria to the extent that the company has significant

economic presence in Nigeria :

Provided that the withholding tax applicable to income under this
pira%raph shall be thc? final tax on the income of a non-resident recipient
who does not otherwise fall within the scope of subsection (2) (a)-(e)." 5
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; . : - 2020 No. 1
(c) by inserting a new subsection 4y —

“(4) For the purpose of subsection (2 -
order, determine what constitutes the (s:;r(:f)i o it w5
company other than a Nigerian

s = cant economic presence of a
5. Section 16 of CITA is ame

nded by i i %
subsectiorl -'6(6)9’__ Y lnsemng after subsectlon (5), a new

Amendment

of section
e purpose of taxation of a life insurance -
shareholders’ funds,”

6. Section 16 of CITA is further amended—
(@) in subsection (7) by deletin
words, “and in all cases, the per
limited to four years of assessme
“(b(ﬁ) substituting for paragraphs (a) and (3), new paragraphs™ (a)” and

“(a) reserve for unexpired risks,
basis of the risks accepted in the ye

Amendment
of Act No.
11.2007.

g after the word, “business™

. . , in line 6, the
1od of carrying forward of a loss shall be
nt” ;

calculated on a time apportionment
ar ;

.(b)bfor outstanding claims and outgoings, an amount equal to the total
estimated amount of all outstanding claims and outgoings, provided that
any amount not utilised towards settlement of claims and o

utgoings shall
be added to the total profits of the following year™;

(c) in subsection (9)(c), by deleting after the word, “outgoing”, in line 1,
the expression, “except that after allowing for all the outgoing and allowance
under the Second Schedule to this Act as may be restricted under the provisions
of this Act for any year of assessment, not less than an amount equal to 20

percent of the gross incomes shall be available as total profit of the company

for tax purposes.™
(d) inserting after subsection (11), a new subsection “(12)"—

“(12) For the purpose of this section, the tax payable by any insurance
company for any year of assessment shall not be less than :

(@) 0.5% of the gross premium for non-life insurance businesses ;
or

:(b) 0.5% of gross income for life assurance businesses.”
7. Section 19 of CITA is amended by—

Amendment

of section
(a) inserting a new subsection “*(2)"— 19.

“(2) The provisions of subsection (1) shall not apply to—

(a) dividends paid out of the retained earnings of a company, E‘;% 210364
provided that the dividends are paid out of profits that have been - 2004.

Cap. Cl,
subjecfe'd to tax under this Act, the Petroleum P;oﬁts Tax Act, or the LFN. 2004.
Capital Gains Tax Act ; |
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rofits that are exemipted from 1o

A6 2020 No. 1 =
e - sidends paid out of P . nco
(2] d;,‘;f;:ionpo f this Act, the Industrial Developrpem (l“%nn:: tax
Cap. 17. _ E’;,?:f) Act, the petroleum Profits Tax Act, or the Capital Gaipg Tose Aax .
LFN. 2004 or any other legislation ; L
ncome of a company that are regarded ag fran "
L

¢) profits or i . :

inv(es)tlgent income under this Act ; and
ibuti | estate investment com
:ctributions made by a real est : mpany 1q

sh;r?h:ll;ers from rental income and dividend income received op, beh:ﬂf
of those shareholders, ot

whether such dividends are paid out of pl:oﬁts of lhe. year in which g,
dividend is declared or out of profits of previous reporting periods” ; ang

priately. _

(b) renumbering the section appro _
8. Section 20 of CITA is amended by deleting paragraph (b).

Amendment
of section
20.
Amendment 9. Section 23(1) of CITA is amended—
;;‘sccmn (a) in subsection (1),— '
: (/) by deleting paragraph (n),
(if) by substituting for paragraphs (0) and (g), new paragraphs “(o)”
and ii(q),-s__ :

“(0) the profits of a small company in a relevant year of assessment :

Provided that—
(7)such company shall, without prejudice to this exemption,

comply with the tax registration and tax return filing stipulations of
this Act and be subject to the provisions as regards time of filing,
penalties for breach of statutory duties and all other provisions of

this Act in all respects during the period which its profits are below
the tax paying threshold, or

(if) they are dividends received from small companies in the
manufacturing sector in the first five years of their operations ;

(g) the profits of any Nigerian company in respect of goods exported
from Nigeria, if the proceeds of such exports are used for the purchase
of raw materials, plant equipment and spare parts : _

Provided that tax shall accrue proportionately on the portion of such
proceeds which are not utilised in the manner prescribed.”

(iii) by inserting after paragraph (r), new paragraphs “(s)"-"(u)"—
~ %(s) the dividend and rental income received by a real estate
investment company on behalf of its shareholders provided that—

(i) a minimum of 75% of dividend and rental income is

distributed, and
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Finance Act, 2019 2020 No. 1 A7

(ir) -such distribution is made within 12 months of the end of the
financial year in which the dividend or rental income was earned™ ;

(7) the compensating payments, which qualify as dividends under
section 9(1)(c) of this Act, received by a lender from its approved
agent or a borrower in a Regulated Securities Lending Transaction,
such payments are deemed to be franked investment income and
shall not be subjected to further tax in the hands of the Lender :

() the compensating payments, which qualify as dividends or
interest under section 9(1)(c) of this Act, received by an approved
agent from a borrower or lender on behalf of a lender or borrower in

a Regulated Securities Lending Transaction™ ;
(5) by inserting after subsection (1), new subsections “(1A)"—"(1C)"—
*(1A) Nothing in this section shall be construed to exempt from deduction
at source, the tax 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 apply to a dividend, interest, rent or royalty paid
by a company exempted from tax under subsection (1) (a) to (e), (%) to
(@, (0), (g), (r) and (2).
(1B) Nothing in this section shall be construed to exempt—
(a) shareholders from tax on the dividend or rental income received
from a real estate investment company,

(b) a real estate investment company from tax on management
fee, profits or any other income earned for and on its own account,

and .
(c) a real estate investment company from tax on dividend and
rental income that is not distributed after 12 months from the end of
the financial year in which the dividend or rental income was earned ;

(1C) Any company engaged in agricultural production shall be granted
the following incentives in addition to other incentives in this Act—

(a) an initial tax free period of five years which may be subject to
satisfactory performance of agricultural production, be renewed for
an additional maximum period of three years, and

() such company cannot be granted similar incentive under any
other Act in Nigeria.”
10. Section 24 of CITA is amended— 2;“;22:‘:“‘
(a) by inserting after the word, “profits”, in line 5, the words, “chargeable 24
to tax™ ;

(b) by substituting for paragraph (a), a new paragraph “(a)™—

“(a) subject to the provisions of the Seventh Schedule to this Act, zfny
sum payable by way of interest on debt borrowed and employed as capital

in acquiring the profits of a company™ ; and
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A8 2020 No. _ —
(c) by inserting after paragraph (), new Pal:agl'ﬂphs (k)" and “(y»_
s or mandatory distributions mafle by a rea) i
ed by the Securities and Exc ate

Amendment
of section

Amendment
of section

Finance Acl, 2019

__\'~\

(k) dividend
hange

investment com.pany .
Commission, t0 its shareholders ; an
i ify as inter
ents, which qualify as interest under secy,

nsating paym '
c‘;-“}se Act, made by @ lender to its approved agent or a borrowey :
XK e Secur ing T ction.” €rin
a Regulated Securities Lending Transa :
{1. Section 27(1) of CITA is amended by— |
(a) substituting for paragraphs (g)7), new paragraphs QY= (i) —
“(g) any expense whatsoever in
defined under th

related parties as -
the extent that it is consistent with the Transfe
n deriving tax exempt income, losses of 4

(h) any expense incurred i pt
capital nature and any expense allowable as a deduction under the Capita|
Gains Tax Act for the purpose of determining chargeable gains ;

(7) any compensating payment made by a borrower, which qualifies a5

s Act, to its approved agent or to a

dividends under section 9(1)(c) of thi
Lender in a Regulated Securities Exchange Transaction™ ; and

duly approv

curred within or outside Nigeria involyipy

e Transfer Pricing Regulations, except 1o
r,Pricing Regulations ;

(b) inserting new paragraphs Gy = ()y—
“(j) any compensating payment made by an approved agent, which
qualifies as interest or dividends under section 9(1)(c) of this Act, to a

borrower or lender in a Regulated Securities Exchange Transaction ;

(k) any penalty prescribed by any Act of the National Assembly for

violation of any statute ; and
(1) any tax orlpenalty borne by a company on behalf of another person.”

12. Section 29 of CITA is amended—
(a) insubsection (1), by substituting for the.word, “year”, before the word

~“immediately™, in line 3, the words, “accounting period™ ;
k]

(b) by substituting for subsections (3) and (4), new subsections “(3)" and

-‘..( 4)',‘? : '

(or Si::i:::ejfs_zbipmﬁts of any company from any trade or business
yeat Of sitesament ";Pftll:ly other than a Nigerian company) for its first
Seirsire bl be e:t_ the two fol}owmg vears of assessment (which
e ion respe‘cuvely referred to as “the first year™, “the
e third year”) shall be ascertained in accordance with

the following provisions :

a) fe
the(dztt :z nth‘::r ;;lglt .)trear, the assessable profits shall be the profits from
i it commenced to carry on such trade or business in

. Nigeria to the end of s first accounting period ;
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(&) for the secon
from the first day

second accounting period ; and

(¢) for the third
profits shall be the

(4) Where a company permanentl
(or in the case of a company other than a
ceases 10 carry on a trade or business in Nj
assessable profits therefrom shall be the
beginning of the accounting period to the da
shall be payable within six months from th

e date of cessation.” ; and
(¢) in subsection (9)— '

(?) by inserting after the word, “companies”
have been so for a consecutive period of at lea
of reorganisation™, and

(#) by inserting in the concluding paragraph after the word, “thereof™,

in line 5, a new “proviso™—

“Provided also that if the acquiring company were to make a subsequent
disposal of the assets thereby acquired within the succeeding 365 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 date of

initial reorganisation.™

d year, the assessable profits shall be the profits
after its first accounting period to the end of its

Year and for each subsequent year, the assessable
e profits from the day after the accounting period just
en o

Y €cases to carry on a trade or business

Nigerian company, permanently
geria) in an accounting period, its
amount of the profits from the
te of cessation and the tax thereof

, in line 6, the words, “and
st 365 days prior to the date

13. Section 31(2)(a)(ii) of CITA is amended by deleting after the word, Amendment
“on”, in line 8, the words, “but such deductions shall not be made against the ‘B’im"“
profit of the company after the fourth year from the year of commencement of :

such business”. '
14. Section 33 of CITA is amended—

(a) by substituting for subsection (2), a new subsection *(2)y—

“(2) For the purposes of subsection (1) of this section, the minimum
tax to be levied and paid shall be 0.5% of gross turnover of the company,

less franked investment income.” ; and

() in subsection (3), by substituting for paragraph (b), a new

paragraph “(b)"—

“(b) a company that earns gross turnover of less than N25,000,000

in the relevant year of assessment.”

15. Section 39 of CITA is amended—
(@) in subsection (1), by deleting paragraph (e) ; and

(6) by inserting after subsection (2), a new subsection “(3)” and

renumbering the section appropriately—

Amendment
of section
33.

Amendment
of section
39.
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Cap. I7.
LFN, 2004.

Substitution
for section
40.

Deletion of
sections 41
and 43.

Amendment
of section
77.

“(3) This section shall not apply with respect to 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.”
16. Substitute for section 40 of CITA, a new section 40—

“40. There shall be levied and paid for each year of assessment in

“Rates of
Tax respect of total profits of every company, tax as follows, in the 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 20 Kobo for every

Naira ; and ’
(¢) large company, tax at the rate of 30 Kobo for every Naira.”

17. Sections 41 and 43 of CITA are deleted.
e -

18. Section 77 of CITA is amended by—
(a) deleting subsection (1) ; .
(b) substituting for subsection (5), a new subsection “(5)"—
“(5) Every Company shall make payment of tax due on or before the
* due date of filing, in one lump sum or in installments :

Provided that, where the taxpayer pays in installments—
(a) the taxpayer shall first write, with evidence of payment of the

first installment, and obtain the approval of the Service to pay in such
number of installments as may be approved by the Service ; and
(b) the final installment must be paid on or before the due date of

filing.” ; :
(c) by inserting after subsection (3), new subsections “(SA)" and

“(5B)"— _
“(5A) Where a company pays its tax 90 days before the due date

as provided under Section 55 of this Act, such company shall be

entitled to a bonus of—
(a) 2%, if such company is a medium-sized company ; and

(b) 1% for any other company ;
on the amount of tax paid, which shall be available as a credit

against of its future taxes.
(5B) Any balance of taxes unpaid as at the due date shall attract
interest and penalties as provided in this Act or any other relevant laW

for failure to pay on the due date in accordance.” ; and

(d) renumbering the section appropriately.
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19. Section 78 of C

All

ITA is amended by inserting after subsection (5),a
new subsection “(6)"—

*(6) The provi.sions contained in subsection (1) - (5) shall not apply to a
lender when making compensating payments, which qualify as interest under
section 9(1)c) of this Act,toan a

‘ pproved agent that is due to a borrower in
a Regulated Securities Lending Transaction -
Provided that nothing in this subsection,

the approved agent from the provisions of
the same payments to the borrower or as exe

-tax when making the payments directly to

shall be construed as exempting

subsection (1)-(5) when making

mpting the lender from deducting

the borrower.™
20. - Section 80 of CITA is amended by—

(a) substituting for subsection (5), a new subsection #(5)"—
“(5) The provisions contained in subsection (1)~(5) of this section shall
not.apply to— -

_ (@)acompany or person making any distribution or dividend payment
to a real estate investment company ;
(&) a borrower making compensating payments to its approved agent
or to a lender,

, provided that such payments qualify as dividends under
_-section 9(1)(c) of this Act;and - :

_ (cranapproved agent making compensating payments received from
a Borrower, which quali

Amendment
of section
78.

Amendment
of section
80.

) _ ualify as dividends under section 9(1)(c) of this
“Act, to a lender™; and - C : T

. 6) Nothing in this secijon shal be construed 1o exdinpi.a e estre
. ¢ investment company from deducting tax at source from the dividend it~
" distribites to its own shareholders.” . - i - -
' 2k Section 8k.of EITA'is amended— o .. :
(@) in subsection (2), by ‘inserting.a-“proviso” after the word, “ta%™ in
IEBE s 00 T S el B ey e s D T ;

X (b)ei:isbrtipg after subsection (5), a n\ew_subse;ﬁqq AqQY—=

SN
P A

Provided that in the case of road, bridges, building-and power planit
, -construction contract, the-rate shall not exceed two and a half percent” ; and .
. (b)) by in'Sertiﬁg' after sﬁh‘s.ect'ion (7),a new subsection “(8)"— . B
~ *(8) The provisions of this section shall nof apply to compensating
payments made under.a Registered Securities Lending Transaction”.

22. Section 105 (1) of CITA is amended -
(a) sub}stituting for flieIWOrd‘, *Board”, the word, “Service™ and defining,
- the word, “Service™— i

*Service” means the Federal Inland Revenue IService as defined in the
Federal Inland Revenue Service (Establishment) Act, 2007" ;

Amendr_fieﬁ;
of section
3 P

Afpen_dment
of section
103.
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2020 No. 1 Finance Act, 2019 .
(5) substi il Board™, wherever it appears in CITA, ¢
substl

word, “Service” ; a0
(© defining the terms—
"approved agent” means any person
Exchange Commission to function as an i
Regulated Securities Lending Transaction ;
“pank’ means an establishment authorized by the government to accepy

clear checks, ma

deposits, pay interest, ke loans, act as an intermediary i
’ and provide other financial serv

financial transactions, ices 10 115 customery
or any other such institution as defined under the Bank.mg and Other
Financial Institutions Act, Cap- B3, Laws of the Federation of Nigeri,

2004 ;
“hanking” means business conducted or services offered by a bank
or" means an approved borrower in a Regulated Securities

Al12 _
ng for the word, ~

approved by the Securities ang
ntermediary for the conduct of 5

“borrov
Lending Transaction ;
“compensating paymenls” means any payments made in lieu of interest
or dividend pursuant to a Regulated Securities Lending Transaction ;
“financial institutions” includes depository’ institutions, custodial
tions and insurance companies ;

institutions, investment institu
includes depository services, custodial services,

“fnancial services”
investment services and insurance services ;
ss rurnover” means the gross inflow of economic benefits (cash,

s, other assets) arising from the operating activities of

- 0
receipt of interest,

revenues, receivable

_ a company, including sales of goods, supply of services,
rents, royalties or dividends ; <

“large company” means any company which is not a small or medium-

sized company ;
“Jender” means an approved lender in a'‘Regulated Securities Lending

Transaction ; B

“medium-sized company” means a company that earns gross turnover
greater than N25,000,000 but less than N100,000,000 ;

. “real estate investment company” means for the purpose of this Act, a
company duly approved by the Securities and Exchange Commission t0
operate as a real estate investment scheme in Nigeria ;

“recognised group of companies™ means a group of companies as
prescribed under the relevant accounting standard ;

“Regxflared Securities Lending transaction” means any securities lending
transaction COIld_uc_ted pursuant to rules made by the Securities and
Exchange Commission ;

small company” means a company that earns gross turnover of

N25,000,000 or less.
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"""—;;_'}he Schedules to CITA are amended— 2
. : L : Amendment
(a) in the Third Schedule— of the

. () by updating the table of tax exem Schedules.
as follows—

ption on interest on foreign loans

RepagmeHf period ~ Grace period ' Tax exemption
Fsita including ‘Moratorium allowed
Above__7 VRIS iiiciseunmrinnnn Not less than 2 years 70%
5-7 YealSuiniriiiicrranane, Not less than 18 months 40%
-4, YA S oneconsvrorivnssisssnias Not less than 12 months 10%
Below 2 years................. Nil Nil,

- (if) by inserting a new paragraph “2"—
*(2) For the purpose of this Schedule—

(:a) "‘mc.rrarorium” means a period at the beginning of a loan term
f:lurmg 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 in a proportionate

_ manner ; and _ ' j

(b) “repayment period” means the agreed tenor of the loan facility,
provided that where the loan is repaid before expiration of this period,
the tax exemptions provided under this Schedule shall be adjusted by

the Service in a proportionate manner” ; and
(b) by inserting after the Sixth Schedule, a new *Seventh Schedule™—

e “*SEVENTH SCHEDULE
cpn TaB =8 o Tadent : :
: ﬁfi’gt. « T Deductible Interest

g% iy v .',}‘." 3
ol i 3 Togw s o : ] - :

2 E‘Jo‘iivithstandi};g_ any provisions of this Act, where a Nigerian company,
of 4 fixed base of a foreign company in Nigeria, incurs any expenditure by
way of interest or of similar nature in respect of debt issued by a foreign

connected person, the excess interest thereon shall be a disallowable deduction

for the purpose of this Act. —
2. For the purposes. ‘of paragraph 1, the excess interest shall méaq an -

amount of total interest paid or payable in excess of thirty per cent of earnings

before interest, taxes, depreciation and___g‘mortlisation of the Nigerian company

in that accounting period. e

3 Nothing contained in paraj Lst
a foreign company which is engaged in t
;l Where for any assessment year, the interest expenditure is not wholly

deducted against income, so much of the interest expenditure as has not been
the following assessment year Of

deducted, shall be carried forward to

. B
1

graphl shall apply to a Nigerian subsidiary of
he business of banking or insurance. .

'
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Finan
od as a deduction against the profig ;¢

Al4 2020 No. 1
e i low
assessment years, and It shall bt‘;‘ f?‘ 1 ecsable for that assessment
any, of any business carried on by 1t &% b paragraph 2: _ Year
to t;-ne extent permittcd in accordance with paragrap * : :
Provided that no interest expenditure shall be came.d forward under th;g
ragraph for more than five assessment years lmrrfed_lately succeeding the
g:seg;em year for which the excess interest expenditure was first compute d
5. Any person who violates the provisions of this Schedule s-hall_be liable 1 \
a ;mlty at ten per cent and interest at the Central .Bgnk of Nigeria monetary
(I:i?cy rate plus 2 spread to be determined by the Minister on any adjustment
r’;lade by the Service relating to excess interest charged in any year.
6. For the purposes of this section, the expressions—
(a) “comnected persons” means—

(i) any person controlled by or under common control, ownership
or management, :

(ii) any person who is not connected but receives an implicit or
explicit guarantee of deposit for the provision of corresponding or
matching debt, or

(iif) any related party as described under the Nigerian Transfer Pricing
Regulations 2018.

(b) “debr” 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 income chargeable
under the head “Profits and gains of business or profession”. "

=3 ParT I[—PETROLEUM ProrT TAX ACT
Deletion of 24. Section 60 of the Petroleum Profit Tax Act is deleted.
section 60.

ParT III—PersoNAL INcoME Tax ACT
A?cncfmcn; 25, Sections 2 (2), 49(1), 86(2)(a) and (8), 102(1), and 108 (f) of
:95?;""’3; * Personal Income Tax Act (PITA) are amended by substituting for the words,
and 108, “the Federal Board of Inland Revenue”, the words, “the Federal Inland Revenue
Cap. P8, Service” and wherever they appear in the Act.
LFN, 2004.
. gnen.dm;gf - 26. &c;litgﬁ(l) of PITA is amended by substituting for paragraph (g),
Cap.P8, paragrap
LFN. 2004. “(8) a'contribution to a pension, provided or other retirement benefits
fund, 'society or scheme.”

Amendment . ; .
ofsection®. 4 27. Section 33 of PITA is amended by deleting subsections (4), (5)
LFN, 2004. '
Amendment 28. Section 49 of PITA is amended by—
of section 49. i )
f;?& 1;%04 : (a) inserting before subsection (1), a new subsection (1)—
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¢ 'I /’_ Fiﬂﬂ?‘jce ACT, 20‘9
| = «(1)Aperson engaged in banki il '
. ing shall requi - i
na bank a equire th . 7
:ll;’:“ provide : ‘;:;: n:! for-the purposes of the pemo:Esalfer?.on e
) ax i entification number as a prec business operations
continue operating of such bank account.” : a‘:]d ondition for opening or -
b) renumbering the secti yicians*
"n 29. Section 58 (1) SRR RE
- . f PITA i ‘
\t £2] " ay = it 0 - ls ame“ded b i i e
‘) wr:tmg , in .l;‘?e 2, the words “delivered in persmyl l;lsertmg after the word Amendment
| electronic mail™. , by courier service or via Ofsection 53.
i
| 30. Section 74 o ; LA 20
§ . Section 74 of PITA is amended by— - o
.I :‘ 4 de . _— Amndml“
\ Eb; . leting the word, “or” after the figure, “71%, in line 1 ; and ‘gm“’" o
\ inserting after th “72" inli : ki
\31 - g e figure, “72", in line 1, the expression, “or 73", LFN, 2004.
31. The Third Schedule to PITA is amended—
Amendment

(a) in paragraph 6 (1) (b), line 3, by deleting the words, “under the authority g LA

of th’é_Rainay Loan (International Bank) Act ; %cm;:se.
3 ap. ra.

195('31 }iﬂ paragraph 7, line 1, by deleting the words, “on or after January LN, 2004,
o

(c) by deleting paragraphs 10, 15, 19, 20 and 24 ; and
(d) in p\aragraph 18, by deleting the proviso to the paragraph.

32. Sectipn 108 of PITA is amended by— P
(@) deleting the definition of the word, “Board” ; _ ‘:gs“c“"“

(b) inserting in alphabetical ordera new definition of the word, “Service—

“Service” means the “Federal Inland Revenue Service as defined in the Cap. P8.
Federal Inland Revenue Service (Establishment) Act, 2007"; and ~ LFN.2004.

(¢) substituting for the word, “Board”, the word, “Service” wherever it
appears in the Act. _
~ PaART IV—VALUE ADDED Tax AcT

33. Substitute for section 2 of"th.e Value Added Tax Act, 8 neW section Substitution, .
L i - for section 2.”

oo 2.—(1) The tax shall be charged and payable on the SI:Ipply of .all
gw-ism goods and services in Nigeria other than those fisted in the First

services. ¢y odule to this Act.”

(2) Forthe purpose of this Act,
to be supplied in Nigeria if—

First
Schedule.

goods and services shall be deemed

' in Nigeria at the time of
(i) the goods are physwxflly present In of
supplys imported into Nigeria for use by a person, assembled 1n

Nigeria, of installed in Nigeria, of
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(7 the bencficial owner of the rights in or over the o,

Al6 2020 No. 1~

taxable person in Nigel:ia a'nd the goods or right js Siluatlsa
i o registered or exercisable in Nigeria ; &d
‘ (b) in respect of services— o
(7)) the services are render.ed in Nl-gz.ena by a person physically i
in Nigeria at the time of service provnsu:mj or o
(ii) the services are provided to a person in Nigeria, regardless o f""hexhe,

the services are rendered within or outside Nigeria.”

Amendment 34. Section4 of the Value Added TaxAc_:t is oarf}ended inline 1, by substituting
of section4. oo the expression, “5%”, the expression, 7.5 %"

Substitution 35. Substitute for section 8 of the; Value Added Tax Act, a new section ~g~__
for section 8. “Registration 8.—(1) A taxable person shall upon commencement of busi;iess’
and register with the service for the purpose of the tax. /
:!mgﬁmi: (2) A taxable person who fails or refuses to register with the service
on uire- . . e
memr:,q within the time specified in subsection (1) is liable to pay as penalty

‘an amount of— L
(@) N50,000 for the first month in which the failure occturs ; ang

(b) N25,000 for each subsequent month in which the failure
continues. (

(3) Where a taxable person permariently ceases to carry jon a trade or
business in Nigeria, the taxable person shall notify the servicg. of its intention
to deregister for tax purposes within 90 days of such cessation of the trade or
business.” _ ' Y | )

Substitution 36. Substitute for section 10 of the Value Added Tax Act, a new section

for section ' ;A FL TR LY ; 2 bl . .
10°— _

10. , " . i Lt Bl T

“Registration  10.—(1) For the purpose of this Act, a non-resident company that

by non-  carries on business in Nigeria shall register for the tax with the Service,

resident  ysing the address of the person with whom it has a subsisting contract,

COMPARIES: as jts address for the purposes of correspondence relating to the tax.

(2) The Service may, by notice, determine and direct the companies

operating in the oil and gas sector which shall deduct vat at source
and remit same to the service. , i g

(3) A non-resident company shall include the tax on its invoice for the
supply of taxable services. -

(4) The person to whom the services are supplied in Nigeria shall withhold
and remit the tax directly to the service in the currency of payment.

Amendment . . . -
. fs::ﬁg:f" .- 37. Section 14 (3) of theValue Added Tax Act is amendment by inserting

14, after subsection (2), new subsections #(3)" and “(4)"—

“(3) A non-resident company shall include the tax in its invoice and the

person to whom the goods or services are supplied in Nigeria shall remit the
tax in the currency of the transaction.
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oy

provisions of this Act relating to collection and m
tax, penalty and interest shall apply. nl‘emmeq =
(2) The Service shall notify the taxa_ble PErson or hjg ageny |
tax due together with the penalty.and interest and if Paymep, f the
made within 30 days of such noExﬁcatl?n, the Service s pr‘s Noy
to enforce payment as provided in section 15 of this A¢q» ' OCteq
Deletion of 41. Part IV (sections 21 to 24) of the Value Added Tax Act i defereq.
sections 21—
- 24, - " :
Sistsdtittion 42. Substitute for section 28 of the Value Added Tax A¢y, 8 i
for section section “28"—
- 28 - “Failureto  28. A taxable person who fails to notify the Service of any chap g
notify of  of address within 30 days of such change, or who fails to_compl
”  changeof with the requirement for notification of permanent cessation of trade
address;:t or business under section 8 of this Act, is liable to pay—
perman wr % .
cessation of (a) N50,000 for the first month in which the failure occys :
trade or and y
buslness: () N25,000 for each subsequent month in which the failyr
" continues.” ' : d
Deletion of 43. Section 32 of the Value Added Tax Act is deleted. |
section 32. vy 3 ' A g o7 .
Substitution 44. Substitute for section 35 of the Value Added Tax Act, a new section
forsection %357 e . O
. 35 Tew o, g e B <
&y ] “Failure to .»35. A taxable person who fails-to submit returns to the Service, is
WL WM Yigblete 4 fine of NS0,000 imthe montl of defatilt and™N25,000 for
i WIS, every month'in which the defaulr continues S wiaiiy
Substitution 45. Substitute for section 42 of the Value Added Tax Act; a new section
forsection . s4m._ - : : Lol . &, _
42. S, Lo T ST NN
o T Business 42 Where a trade or business carried on by a coitipany is sold or
: sold or e o oww ; ' o
e transferred to a Nigerian company for the purpose of better

organisation of that trade or business or the transfer of its manag%:-ment

. to Nigeria, and any asset employed in such trade or business is sold

or transferred, no tax shall apply under this Actto the sale or transfer
of the assets to the extent that one company has contro! over the
other or both are controfied by some other person or are members of -
a recognised group of companies and have been so for a consecutive
period of at least 365 days prior to the date of reorganisation :

. Provided that if the acquiring company were to make a subsequent
disposal of the assets thereby acquired within the succeeding 365
days after the date of transaction, any concessions enjoyed under
this subsection shall be rescinded and the companies shall be treated
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T id not qualify for th . Al9
as 'f _;hey di y € concessions sti A S
subsection as at the date of initial re-or gﬂnismims] stipulated in this
46, Section 46 of the Value:Added Tax Act is amended by—
Amendment

(@) deleting 1,:he definition of “Board™ : of section
. gz;;ﬁbf;gu:;g; for'the . “B.oard", the word, “Service” anywhere it *
(¢) inserting in alphabetical order the definitions—
“commencement of business”—
business shall be deemed to commence in Nigeria on the date that an

entity carries out its first t i : .
e N ransaction which shall be the earliest of the

(a) begins to market or first "
- _ advertises it :
for sale ; S products or services

i égziac:btains an operating licence from a regulatory authority in
(¢) first sale or purchase ;
(d) - executes its first trading contract after incorporation ;
(e) issues or receives its first invoice ;
() delivers or receives its first coﬁsignmem of goods ; or
(g) first rendeljs services to its customers ;
“basic food items™ means agro and aqua based staple food described as—
-additives i.e. honey whether raw or semi-processed,
bread (white and brown), |

cereals e.g. maize, rice, wheat, millet, barley, sorghum, oats, fonio,
finer millet'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 oil, groundnut oil, shea
"butter, beniseed oil, olive oil, coconut oil and others of the same kind :
 Provided that they are of a type and grade suitable for culinary

purposes and do not contain any substance such as perfume that will
make them unsuitable for culinary use, -
culinary herbs e.g. curry, thyme, onions, ginger, mint and others of
the same kind, raw and unprocessed for human consumption,
- fish of all kinds other than ornamental whether live, fresh, frozen,
smoked or dried,
flour and starch e.g. corn flour, plantain flour, cassava flour, beans

" flour, wheat flour, rice flour, yam flour, garri and others of the same
kind, bleached or unbleached, refined or unrefined provided that 1t 1s

suitable for culinary purposes,
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oranges, mangoes, guavas, grapes fruit, banana, =
kind, whether it is fresh or dried,

A20 2020 No. 1
| fruits e.g. pineapples,

| €
pawpaw and others of the sam ;
live or raw meat and poultry e.g. beef, goat, lamb, pork, chicken,

and others of the same kind, whether live, butf:hered, complete, in parts,
fresh, frozen, eggs and others of the same kind, .

milk, whether fresh, liquid.and powdered milk,
nuts e.g. groundnut, walnut, cashew nut, hazelnut, kolanut, tigernuts,
coconut and others of the same kind, if raw and unprocessed for human

consumption, also roasted, fried, boiled, salted or in their shells,
pulses e.g. beans, lentils, peas, chickpeas, tamarind and others of the
same kind, if raw and unprocessed for human consumption, also roasted,

fried, boiled, salted or in their shells,
roots e.g. yam, cocoyam, sweet and irish potatoes, water-yam,

'+ cassava and others of the same kind, in raw and unprocessed form,
“also, in form of flakes or flour for human consumption,
salt for culinary use only including fine salt and in retail packs but

excluding industrial salt,
vegetables e.g. pepper, melons, lettuce, okro, cabbage, carrots and

others of the same kind, whether fresh, dried or ground, '

water i.e. natural water and table water e.g. spring water, rain water,
pipe borne water, well water and all-natural water of the same kind, all

table water other than sparkling or flavoured water :
“recognised group of companies™ means a group of companies as prescribed

under the relevant accounting standard™
“exported service™ means a service rendered within or outside Nigeria bya

person resident in Nigeria, to a non-resident outside Nigeria :
~ Provided that a service provided to the fixed base or permanent establishment
of a non-resident person shall not qualify as exported services :

“goods™ means— oo
(a) “all forms of tangible properties that are movable at the point of

supply, but does not.include money or securities ; and

(6) any intangible product, asset or property over which a person has
ownership or rights, or from which he derives-benefits, and which can be

transferred from one person to another excluding interest in land" :

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

“Sf.’rvices” means ""a_nything other than goods, money or Securiti.es which is
supplied excluding services provided under a contract of employment” ; and

"fara{:le supplies™ means “any transaction for sale of goods or the performances
of a service, for a consideration in money or money’s worth™ : and

(@) deleting the definition of “imported services”,
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47. The First Schedule of the Value Added Tax Act is amended by | A —
‘ " —— mendment
(a) inserting after paragraph 9, under Part 1 of i v
I ) W ek e s iag it the First Schedule to the Sche'ﬁu]c.

#10. Locally manufactured sanitary towels, pads-or tampons™;
() substituting for paragraph 2, Part II, a new paragraph .-.-2”_'

“2. Services rendered by microfin "
mortgage institutions.” ; and ance banks, people’s banks and

(c) inserting after paragraph 4, Part I1, of ;
Added Tax Act, a new paragraph “5"— » Of the First Sa.:hedule to the Value

“5.Tuition relating to nursery, primary, secondary and tertiary education:”
PART V—Customs aND Excise TArIFF ETc. (CONSOLIDATION) ACT
Amendment

48. Partil, section 21 of the Customs and Excise Tariff Etc. (Consolidation)
Act, (Ir.l this Act referred to as“CET Act”) is amended by substituting for °f CET-
subsection (1), a new subsection “(1)"— - (1:.:’;;4 ‘;‘:;4

“(1) Goods imported and those manufactured in Nigeria and specified in
the Fifth Schedule to this Act shall be charged with duties of excise at the
rates specified under the duty column in the Schedule— -

Provided that this subsection shall not apply to—
(a) goods that are not locally produced in Nigeria'; and
. (b) raw materials that are not locally available in Nigeria.
PART VI—CapmraL Gamns Tax AcT |

49. Substitute for sectibn 32 of th-;_c Capital- Gains Tax Act (CGTj Act, a

Substitution
for section

new section #327"— . _
L L o i B i 32.
“Business 32.:Where a trade or business carried on by a company is sold or

re-organisa- rapsferred to a Nigerian company for the purposes of better
e oreanisation of that trade or business or the transfer of its management
ga g

to Nigeria, and any asset employed in such trade or business is sold
or transferred, no tax shall apply under this Act to the sale or transfer
of the assets to the extent that one company has control over the
~_ other or both are controlled by some other person or ‘are members of
a recognised group of companies and have been so for a consectitive
period of at least 365 days prior to the date of re-organisation :

- Provided that if the acquiring company were 10 make a subsequent
disposal of the assets acquired within the succeeding 365 days after

the date of transaction, any concession enjoyed under this subsection

... .shall be rescinded and the companies shall be treated as if they did
 not qualify forthe concessions stipulated in this subsection as at the

date of initial re-organisation.”
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Amendment - 50.” Section 36(2) of the CGT Act is amended by— .
of section ' e ides i ' e
36. ! 1 (a) substituting for the expression, “N10,000 in line 3, the expression, | ~
L - “N10,000,0007 ; and =3 L e ; i) ! )
year of asses_smpm’f in Jine 3.

(b) deleting the phrase, “in any
1. Section 46(1) of the CGT Act is amended by—

Amendment 5
of section . 2
46. (a). deleting the definition of “Board” ; and

rder definition of—

| (b) inserting in alphabetical 0 _
“recognised group of companies” means a ‘group of companies a4

prescribed under the relevant accounting standard ;

i BService”— "1 -
. ‘«Service” means the Federal Inland Revenue Service as defined in
the Federal Inland Revenue Service (Esta_b]ishmem) Act, 2007 ; and
(c) substituting for the word,”Board”, the word, “Service”, anywhere j
appears in the Act. :
PART VII—STAMP Duties ACT
Amendment 52. Section 2 of the Stamp Duties Act is amended by substituting for the
ofsection 2. definition of the words, “stamp™, “stamped” and “instrument” the following

new definitions—
“stamp” means an impressed pattern o mark by means of an engraved or
inked block die as an adhesive stamp or an electronic stamp or an electronic
acknowledgement for denoting any duty or fee ; :

“stampéd” with reference to instruments and material, applies to
instruments and material impressed with stamps by means of an engraved
or inked block die, adhesive stamps affixed thereto as well as to instruments
and material digitally tagged with electronic stamp or notional stamp on an

electronic receipt ; and
sinstrument”’ includes every written document and electronic documents.

53, Section 4 of the Stamp Duties Act is amended—

Amendment
of section 4. ; X . N )
(a) in subsection (1), by substituting for the words, “the Federal
Government”, in line 1, the words, “the Federal Inland Revenue Service” ;
and
~ (b) 'in subsection (2), by substituting for the words, ‘the State
Government”, in line 1, the words, “the relevant tax authority in a State™.
f“i‘gf’:‘m 54. Substitute for section 89 of the Stamp Duties Act, a neW section 89—
or on
89. “Duty 89.—(1) For the purpose of this Act, the expression “receipt”
includes any note, memorandum, writing or electronic inscription
e for

upon
receipt.  whereby any money, or any bill of
money is acknowledged or expresse

exchange or promissory not
d to have been received Of
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to be accounted for of amounts from N10,000.00 upwards shall
attract‘ a singular and one-off duty of the sum of N50.00 :

Prov@e‘d that money paid into one’s own account or transferred
electronically between accounts of the same’ owner by the owner
w1th.m the same bank shall not be chargeable to duty. ' _
- (4) Any duty paid under subsections (1) to (3) shall be applied as
a credit against any duty applicable on an instrument denoted with an

adhesive stamp.” : -

S5. Section 90 of the Stamp Duties Actis deleted. Deletion of
section 90.
56. The Schedule to the Stamp Duties Act is amended by— Amendment
of Schedule.

(a) inserting under the category of exempt receipts, a new item—
“receipts given by any person in a Regulated Securities Lending

Transaction carried out under regulation issued by the Securities and

Exchange Commission” ; and

(6) inserting under the category of general exemption from stamp duty

new items (14), (15), (16)— |
“(14) Shares, stocks or securities transferred by a lender to its approved
agent or a borrower in furtherance of a Regulated Securities Lending

Transaction.
(15) Shares, stocks or securities returned to a lender or its approved

agent by a borrower in pursuant to a Regulated Securities Lending

Transaction.
(16) All documents relating to a regulated securities lending transactions
carried out under regulations issued by the Securities and Exchange

Commission.” |
57. This Act may be cited as the Finance Act, 2019. Citation.
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with Section 2 (1) of the Acts Authenticatim
f Nigeria 2004, that this is a true copy of tf;e gpl_ :
iy |

I certify, in accordance
National Assembly. -

A2, Laws of the Federation O
passed by both Houses of the

MOHAMMED ATABA SANI-OMoy o,
Clerk to the National Assembly
20th Day of December; 2019,

EXPLANATORY MEMORANDUM

__ This Act amends the Companies Income Tax Act, Cap C21, Value Added
Tax Act, Cap. VI, Customs and Excise Tariff, Etc.. (Consolidation) Act, Cap,
C49, Personal Income Tax Act, Cap. P8, Capital Gains Tax Act, Cap. CL, Stamp
Duties Act, Cap. S8, Petroleum Profit Tax Act, Cap. P1 3, Laws of the Federation
of Nigeria, 2004 to provide for the review of tax provisions and make them

more responsive to tax reform.
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pa g 4 + v ' SCHEDULE TO THE FINAINCL ACT, 2819
(i) (2) | ' G | .
" - Y T} g - L (.JJ (4) (5)
,3,;?:.;‘ j!' :;;; : dong 1 !{{e of the Sunmaiy of the Date passed by Rate passed by
ofthe Bi biil - Contents of the Bill the Senate the House of

Representatives

Finance Act, 2019.

An Act to Amaend the Companics
Income Tax Act. Cap C2 |.Value Added
Tax Act, Cap. VI, Customs and Excise
Tarill, cte. (Consolidation) Act, Cap.

. C49, Personal Income ‘Tax Act, Cap.

P8, Capital Gains Tax Act, Cap. CI,
Stamp Dutics Act, Cap. S8, Petroleum

Profit ‘Tax Act, Cap. P13, Laws of the

Iederation of Nigeria, 2004 to provide
for the revicw of tax provisions and
mal:e them mose responsive (o ax

“relom : and lor related matters.

'Ihis Act amends the Companies Income | 11th Deeember, 28th November,
Tax Act, Cap C21. Value Added ‘Tax Act, | 2019. 2019.
Cap. VI, Customs and Excisce ‘larill. Etc. p

(Consolidation) Act, Cap. C49, Persoral
Income Tax Act, Cap. P8. Capital Gains
Tax Act, Cap. CI1, Stamp Dutics Act, Cap.
$8. Petroleum Profit Tax Act, Cap. P13,
Laws ol the IFederation of Nigeria, 2004
to provide for the review ol tax provisions
and make them more responsive (o tax

relorm,

| certify that this Bill has been carefully co
and correct decision of the Houses and is in acc

of Nigeria, 2004.
| ASSENT.

mpared by me with the decision reached by the National Assembly and found by me to be true
ordance with the provisions of the‘Acts Authentication Act Cap. A2, Laws of the Federation

MOUAMMED ATABA SANI-OMOLORI
Clerk to the National Assembly
20th day of December; 2019

MuniamManu Buniari, Gor
President of the Federal Republic of Nigeria
13th Day of January, 2020.
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