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AMENDMENT OF CAPITAL GAINS TAX ACT 

Capital Gains Tax of 10% is now to apply 

to gains accruing to a person or a 

company from the disposal of shares of 

a Nigerian Company save for (a) 

disposals worth less than N100 million 

US$241,380.891 in any 12 consecutive 

months (b) where proceeds from such 

disposal are reinvested within the same 

year of assessment in the acquisition of 

shares in either the same or other Nigerian Companies. Any portion of the proceeds not reinvested is 

to attract Capital Gains Tax proportionately (c) the shares are transferred between an approved 

Borrower and Lender in a regulated Securities Lending Transaction.  

This implication of this provision is that gains on shares accruing to any person be it private or public 

organization, individual or company are subject to Capital Gains Tax subject to a specified threshold 

and other conditions for roll over relief. However, transfer of shares in Regulated Securities Lending 

Transaction are not chargeable gains for the purpose of Capital Gain Tax.2 

It should be noted that shares disposal worth less than N100 million are exempted from Capital Gains 

Tax. Therefore, investors are advised to ensure that their portfolios are properly managed to enjoy 

exemption from Capital Gains Tax. 

AMENDMENT OF COMPANIES INCOME TAX ACT 

Insurance companies 

Agency expenses of the head office of life insurance companies will no longer be accepted as 

deductible expenses. Prior to the amendment, agency expenses of the head office are deductible and 

result to reduction in the taxable profit of the company.  Removal of agency expenses will lead to 

increase in tax liability of insurance companies. 

                                                           
1According to the data at the Financial Market Dealer Quotation (FMDQ) Security Exchange where forex is traded officially, exchange rate 
between the naira and the US dollar opened at 414.283/$1 on Friday 14th, after it closed at ₦414.29 to a $1 on Thursday, 13th January 2022. 
The exchange rate for a dollar to naira Parallel Market (Black Market) players buy a dollar for N567 and sell at N570 on Friday, January 14th 
2022, according to sources at Bureau De Change (BDC). However, we adopt the official rate at N414.283 to a $1 as at Friday, 14th January 
2022. 
2 With respect to regulated Securities Lending Transaction, the borrower borrows the share from the Lender for a stipulated period. The 
Borrower provides collateral to Lender usually in the form of cash. Borrower seeks to profit by selling and repurchasing the shares (“short 
selling”) while Lender receives the shares back at the end of the transaction and profits by earning a fee. 

INTRODUCTION 

The 2021 Finance Act was recently enacted and it amends the following tax legislations:  Capital 

Gains Tax Act, Companies Income Tax Act, Customs, Excise Tariffs, Etc. (Consolidation) Act, 

Federal Inland Revenue Service (Establishment) Act, Personal Income Tax Act, Stamp Duties Act, 

Tertiary Education Trust Fund (Establishment) Act, Value Added Tax Act, Nigerian Police Trust 

Fund (Establishment) Act, National Agency for Science and Engineering Infrastructure Act, 

Finance Control and Management Act, and Fiscal Responsibility Act and for related matters. 

Below are the highlights of the key amendments to the legislations and their implications in the 

Nigerian tax jurisdiction. 

https://www.naijanews.com/2021/11/25/dollar-to-naira-exchange-rate-today-25-november-2021-black-market-rate/
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Insurance Companies are now obliged to 

provide the Federal Inland Revenue 

Service (FIRS) with full particulars of the 

revaluation carried out, including a copy of 

the actuary’s revaluation certificate within 

three (3) months after an actuarial 

revaluation of unexpired risks or any other 

revaluation.  The mandatory provision for 

full disclosure of the actuarial revaluation 

carried out and the amount distributed as 

dividend for tax purposes from an actuarial 

revaluation will help the FIRS to monitor and determine the extent of tax liability of the insurance 

company.3 

Minimum tax of 0.5% of gross premium and other income in the case of non-life insurance business 

and 0.5% of gross income in the case of life insurance business will now to be applicable to insurance 

business. By this provision introduced in the Finance Act 2021, it is settled and clear that minimum tax 

of 0.5 % will apply to insurance companies with no taxable profit or where the taxable profit results in 

a tax liability that is lower than the minimum tax payable.   

Educational Institutions to be liable to Companies Income Tax 

Section 23(1) exempts certain profits from income taxes which includes educational institutions of 

public character. The Finance Act 2021 has withdrawn this exemption to the effect that educational 

institutions including those of public characters are now required to pay Companies Income Tax. 

Moving forward, all educational institutions are expected to file their returns as and when due in order 

to avoid interest and penalty. This also implies that minimum tax is applicable to all educational 

institutions. 

Petroleum companies 

Ordinarily, tax should not accrue on the portion of proceeds/profits of any Nigerian company in 

respect of goods exported from Nigeria used for the purchase of raw materials, plant, equipment and 

spare parts. However, the Finance Act 2021 has excluded from tax exemption, the profits of companies 

engaged in the Upstream, Midstream or Downstream Petroleum operations derived from goods 

exported from Nigeria.  This means that petroleum companies cannot enjoy this tax incentives in 

utilizing the proceeds from exported goods for the purchase of raw materials, plant, equipment and 

spare parts. 

Taxation of foreign company on a deemed turn-over basis 

Foreign Companies that render digital services to the extent that they have significant economic 

presence in Nigeria are to be assessed and charged for tax in the year of assessment on a deemed 

turn-over basis attributable to that presence. The impact of this provision is to ascertain and 

determine the extent of tax liabilities of foreign digital companies whose actual taxable income cannot 

be ascertained, or whose income from trade or business produces either no assessable profit or 

produces assessable profits which in the opinion of the FIRS are less than what is expected from such 

trade or business. The Minister of Finance, Budget and National Planning has set the rate of such 

income tax at 6%. However, it may be practically difficult to ascertain the turnover of the foreign digital 

                                                           
3 The Companies Income Tax Act provides that any amount distributed in any form as dividend from an actuarial revaluation of unexpired 
risks or from any other revaluation shall be deemed to be part of the total profits of the company for tax purposes.   
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companies particularly an MNE in Nigeria because the global financial statements of an MNE do not 

report turnover per jurisdiction.   

Capital allowance claimable  

Capital allowance can now only be claimed on a pro-rated basis on the portion of company asset used 

for generating taxable profits provided the proportion of non-taxable income constitutes more than 

20% of the total income of the company.   

Small or medium sized companies are entitled to claim capital allowance for any assessment year 

together with any unabsorbed allowances brought forward from previous years while the residue can 

be carried forward to subsequent years. Therefore, irrespective of the fact that small and medium 

companies are exempted from paying companies income tax or may pay a lower rate of tax, they are 

expected to apply capital allowance on their assessable profits with the residue capital allowance 

carried forward for subsequent years. However, this provision does not apply to a company that 

enjoys pioneer status under the Industrial Development (Income Tax Relief) Act.   

Minimum tax 

The reduction of minimum tax rate from 0.5% to 0.25% of turnover (less franked investment income) 

is to be applicable to any two accounting periods between 1 Jan 2019 and 31 Dec 2021 as may be 

chosen by the taxpayer. This provision has provided clarity to the years of assessment that enjoy lower 

minimum tax rate of 0.25% unlike the provision in the Finance Act 2020. The lower minimum tax rate 

of 0.25% is also a form of tax rebate in the relevant years of assessment to cushion the effect to covid 

19 pandemic on business. 

Gas utilization incentives 

Gas Utilisation incentives are now to be granted on the following conditions: 

(I)  the incentive is claimable not more than once by the same company; 

(II)  any company formed from reorganisation, restructuring, buy back or other similar 

schemes out of a company which has already enjoyed this incentive shall not be 

entitled to it; 

(III) this incentive shall not apply to any company that has claimed an incentive for trade 

or business of gas utilization under any law in Nigeria, including the Petroleum 

Profits Tax Act or the incentives under the Industrial Development (Income Tax 

Relief) Act. 

The intention of this provision is to prevent a company including reconstituted companies from 

claiming gas utilization incentives twice irrespective of whether the incentive was taken initially from 

any other tax law in Nigeria. 

Tax assessment, objection and appeal 

Collection of tax in any case where notice of an objection or appeal has been issued by the company 
is to remain in abeyance until such objection or appeal is determined, save that the company shall 
have paid the tax which is not or has not been the subject of an objection or appeal at the place stated 
in the notice of assessment within 30days after service of such notice upon the company except 
otherwise extended by the FIRS. Reference to provisional tax has been deleted in recognition of the 
well-established self-assessment tax regime. Tax Appeal Tribunal Rules 2021 and Federal High Court 
Practice Direction on tax matters 2021 which are procedural laws compel the taxpayer to pay 50% of 
the disputed tax until the appeal is determined. However, the Finance Act 2021 which is a substantive 
law on the subject takes precedence over Tax Appeal Tribunal Rules 2021 and Federal High Court 
Practice Direction on tax matters 2021 and thus, any conflicting positions in these procedural tax laws 
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will be resolved in favour of Finance Act 2021. The implication is that the Finance Act 2021 has 
abolished any provision in the two procedural laws that required payment of 50% of the disputed tax 
on taxpayers until the appeal is determined.  
  
Companies that pay their tax 90 days before the due date for filing returns, will now 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 its future taxes. 
   

By virtue of this provision, taxpayer gets incentives/rebates for early payment of tax. This is to 
encourage tax payers to dutifully discharge their tax obligations 
 
Withholding tax as final tax from unit trust recipient  
 
Withholding tax, when paid over to the FIRS, is to be the final tax due from a unit trust recipient of the 
payment. 
 
Taxation of real estate investment companies 
 
The definition of Real Estate Investment Company has been expanded  to include  a Real Estate Unit 
Trust duly approved by the Securities and Exchange Commission (SEC) as a Real Estate Investment 
Scheme in Nigeria. Therefore, by virtue of this new definition as providedin the Finace Act 2021, Real 
Estate Investment Unit Trusts are now taxable under CITA. This provision has widened the tax net to 
boost revenue generation for the government. 
 
AMENDMENT OF CUSTOMS, EXCISE TARIFFS, ETC. (CONSOLIDATION) ACT 
Excise duty on non-alcoholic, carbonated and sweetened beverages is to be charged at a specific rate 
of N10 (US$0.024 per litre. This provision will likely increase the retail price of beverages and soft 
drinks by 5%. 
  
AMENDMENT OF FEDERAL INLAND REVENUE SERVICE (ESTABLISHMENT) ACT 
 
FIRS can now deploy third party technology to automate the tax administration process including tax 
assessment and information gathering. Previously only proprietary technology could be deployed. Any 
taxpayer that fails to grant access to the FIRS after 30 days of receipt of the notice from FIRS or the 
extension granted by FIRS is liable to an administrative penalty of N25,000 (US $60.35 for each day it 
fails to grant access. 
 
The Act introduces stiffer penalties for failure of a bank to prepare upon demand by FIRS, (i) quarterly 
returns specifying in the case of an individual, all transaction involving the sum of N5,000,000.00 (US 
$12,068.84) and above or in the case of a body corporate, all transactions involving the sum of 
N10,000,000.00 (US$24,137.68) and above, (ii) the names and addresses of all customers of the bank 
connected with the transaction and deliver the returns to the FIRS and (iii) the names and addresses 
of new customers of the bank. The penalty for failure to provide this information is now N1,000,000.00 
($US 2,413,77) for each of the returns or information not provided or incorrect returns or information 
provided and the penalty shall be payable in respect of each quarterly return not filed by the bank. 
 
FIRS is to be the primary agency of the Federal Government of Nigeria responsible for the 
administration, assessment, collection, accounting and enforcement of taxes and levies due to the 
Federation and the Federal Government or any of its agencies, save as may be authorised by the 
finance minister.  This provision settled the fact that only FIRS has the power to assess and impose tax 
due to the Federal Government.  
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AMENDMENT OF STAMP DUTY ACT 

The Minister of Finance is to subject to the approval of the 
National Assembly, make regulations for the imposition, 
administration, collection, remittance of the levy, including 
regulations relating to the auditing, accounting, allocation 
and distribution of arrears of the relevant stamp duties and 
Electronic Money Transfer Levies collected between 2015 
and 2019 fiscal years. 
 

 
AMENDMENT O TERTIARY EDUCATION TRUST FUND (ESTABLSIHMENT, ETC) ACT 
 
Tertiary Education Tax –Rate of Tax 
Tertiary Education Tax at the rate of 2.5%, is to be charged on the assessable profit of a company 

registered in Nigeria, other than a small company as defined under the Companies Income Tax Act. 

The rate was previously 2% of the assessable profit. The Government intends to raise its tax earnings 

through this provision which c will have negative effect on the profitability of companies.  

Due date for payment of Tertiary Education Tax 

Tertiary Education Tax to be payable within 30 days of service of assessment as opposed to the 60 

days that previously obtained. 

AMENDMENT OF VALUE ADDED TAX ACT 

Primary obligation of non-resident 

suppliers to withhold and remit VAT 

Non-Resident suppliers who have made 

taxable supply to a taxable person in 

Nigeria have the primary responsibility to 

withhold tax and remit to FIRS. The VAT 

withholding obligation of Nigerian 

recipients is now limited to where the non-

resident suppliers or their appointed 

agents fail to collect the VAT.  This 

provision empowers FIRS to receive applicable VAT directly from non-resident companies/suppliers 

without relying solely on reverse charge mechanism previously adopted. The effect of this provision 

is that Nigerian Customs Service may stop collecting VAT at the Nigerian ports.  

Petroleum companies to register for VAT regardless of turnover 

The exemption from VAT registration and compliance applicable to small companies with annual 
turnover less than N25m does not include companies engaged in upstream petroleum operations 
regardless of turnover as described in the Petroleum Industry Act and Petroleum Profits Tax Act. It 
means all companies engaged in upstream petroleum operations have the obligation to register for 
VAT regardless of turnover. 
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AMENDMENT OF NIGERIAN POLICE TRUST FUND (ESTABLISHMENT) ACT 2019 
 

Prior to Finance Act 2021, the Act4 did not specify the agency to collect this levy and administer the 
Act. The Federal Inland Revenue Service is now appointed to assess, collect, account and enforce the 
payment of the Nigerian Police Trust Fund Levy. The Act enacted in 2019 imposed 0.005% levy on the 
net profit of companies operating in Nigeria. 
 

AMENDMENT OF NATIONAL AGENCY FOR SCIENCE AND ENGINEERING INFRASTRUCTURE ACT 
 

Source of funding for the agency are: 

(i) 1% of the Federation Account;  

(ii)  levy on profit before tax of commercial companies and firms with turn-over of 

N100,000,000.00 (US$241,376.81) and above covering the banking, mobile 

telecommunication, ICT, aviation, maritime, oil and gas sectors which shall be at the rate 

of 0.25% collected by the Federal Inland Revenue Service (FIRS), and credited to the 

account of the Agency. 

AMENDMENT OF THE FINANCE (CONTROL AND MANAGEMENT) ACT 

Any officer of any Federal Ministry, Department or Agency or institution of Government who fails to 
pay or authorize the payment of any part of any taxes, levies and other revenues collected on behalf 
of the Federation, Federal Government of Nigeria or any Ministry, Department, Agency or institution 
of the Federal Government of Nigeria into the Federation Account or the Consolidated Revenue Fund, 
as the case may be, except as authorised by the National Assembly or Minister responsible for Finance, 
commits an offence and is liable on conviction to imprisonment for a term not exceeding five (5) years 
or to a fine of N5,000,000 .00 (US$12,068.84) or both. 
 

AMENDMENT OF FISCAL RESPONSIBILTY ACT 
 

The Finance Act 2021 mandates all tiers of government to borrow for capital expenditure, human 
development and to undertake critical reforms of significant national impact, provided that, such 
borrowing shall be on concessional terms or at relatively low interest rates and with a reasonably long 
amortisation period subject to the approval of the appropriate legislative body where necessary. Also, 
all tiers of government shall ensure that the level of public debt as a proportion of national income is 
held at a sustainable level as prescribed by the National Assembly on the advice of the Minister. 
 

CONCLUSION 
 

The focus of Finance Act 2021 is substantially aimed at boosting Government’s revenue generation by 
broadening the tax base rather than widening the tax net.  This will no doubt increase the tax burden 
of taxpayers already within the tax net.  The Government should therefore consider streamlining the 
multiplicity of taxes that companies are obligated to pay for ease of doing business, tax administration 
and general compliance. 
 

For further enquiries, please contact: 
 
 

                                                           
4 Nigerian Police Trust Fund( Establishment) Act 2019 
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