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igeria’s Minister of Finance and Coordinating Minister of the Economy had pursuant to the

powers conferred on him by extant taxation statutes, made the Deduction of Tax at Source

(Withholding) Regulations 2024 (“the Regulation). The Regulation requires body, corporate
or unincorporate, Government Ministry, Department or Agency, statutory body, public authority,
payment agents and other any other institution enabled in that regard?, to deduct tax at source for
eligible transactions as stipulated in the 1%t schedule to the Regulation.? It is important to note that
individuals are excluded from deducting withholding tax.

The major highlights of the Regulation include the following:

1. EXEMPTION OF SMALL COMPANIES AND EQUIVALENT UNINCORPORATED COMPANIES
FROM DEDUCTING TAX AT SOURCE
Small companies (a company with an annual turnover less than N25 million Naira®) and
equivalent unincorporated entities are exempted from the obligations to deduct tax at source
from suppliers, subject to the condition that the suppliers must have a Tax Identification
Number (TIN) and the transaction is less than N2 million Naira* during the relevant calendar
month.’

! See paragraph 2 (1) a-f of the Regulation

2 See paragraph 1 (a) of the Regulation

3$16,481.42 (Sixteen thousand four hundred and eighty-one thousand, USD, forty-two cents)
4$1,318.51 (One thousand three hundred and eighteen USD, 51 cents).

5 See paragraph 2(2) (a) and (b) of the Regulation
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2. CLARIFICATION ON THE DUE DATE FOR THE DEDUCTION AND REMITTANCE OF
WITHHOLDING TAX.
Clarity is now provided on the due date for the tax deduction and remittance of the tax
'~._  deducted at source. The obligation to deduct withholding tax shall arise at the time when the
\\. payment is made or when the amount due is settled. In terms of remittance of the
*.. deducted sum, same is to be remitted to the Federal Inland Revenue Service (FIRS)
\‘\\ not later than the 21% day of the month following the month of payment, and to
'\ the State Board of Internal Revenue (SBIR), not later than 10 days of the
' following month of payment for Capital Gains and Tax and PAYE, and not later
\ than 30 days following the month of payment for any other withholding tax
‘-‘ remittable to the SBIR. ®
- i \ -‘
. -\c \ 3. ELIGIBLE TRANSACTIONS AND RATES.
NS 'I The Regulation expanded the scope of eligible transactions to include new
b~ ; transactions such as activities of entertainers, sportspersons, reality TV
_i shows, lottery winnings, brokerage fee, co-location and telecommunications
tower services’. The liability for withholding tax was also retained in rent,
dividend, interest, construction related activities, supply of goods other than
by the manufacturer or producer among others. Worthy of note is the
provision in the Regulation® that where the supplier does not have a TIN,
+ deduction at source is twice the normal rate.

1

a 4. THE OBLIGATIONS ON THE CUSTOMER AND THE OPTION FOR TAX CREDIT

.-~ (typically the customer in the transaction) to issue a receipt to the supplier, bearing the details
--------- of the transaction, the amount of the transaction the amount deducted, the payment month
and the TIN (or RC number/National Identification Number, for a company or individual,
respectively) of the supplier. The supplier may present the receipt to relevant tax authority, as
proof of the tax withheld to enable the supplier obtain the appropriate tax credit. If the
customer issues the receipt but fails to remit the tax withheld, the relevant tax authority is
obligated to credit the supplier and treat the unremitted sum as the tax liability of the
customer, which is alongside charges for late payment recoverable.

, ~ -’ WITH RESPECT TO THE AMOUNT WITHHELD.
// o The Regulation® imposes an obligation on the person who makes the deduction

5. EXEMPTED TRANSACTIONS

Transactions exempt from Withholding Tax include transactions carried out between parties
without an established contractual relationship in which payment is made on the spot or in
cash (over-the-counter transactions), goods or materials produced by the person making the
supply and imported goods. Winnings from reality shows are exempt where the show is
exclusively geared to promote entrepreneurship, scientific, technological and academic
innovation. Imported goods from a foreign supplier is exempt if the activities do not create a
taxable presence in Nigeria. Notably, transactions relating of petroleum products such as LPG,
CNG, PMD, AGO and DPK are also exempted from withholding Tax.1°

6 See paragraph 5(1) (a) and (b) ii of the Regulation

7 Subject to the exemptions provided for paragraph 8 (1) of the Regulation
8 See paragraph 1 (c) of the Regulation

9 See paragraph 6 of the Regulation

10 See paragraph 8 of the Regulation
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6. PENALTIES

The Regulation makes recourse to the punishment stipulated in the provisions of the Federal
Inland Revenue Service Act!! as well as the Personal Income Tax Act'? respectively. Therein, it
stipulates that where a person who is required to deduct at source fails to do so, or a deduction
is made and same is not remitted to the relevant tax authority within the time required, the
person so required shall be liable to pay the withheld tax, or the amount that is meant to be
withheld and interest on same at the prevailing CBN rediscounted®® rate and imprisonment for
not more than 3 years. Under the Personal Income Tax Act, the penalty represents N5,000 or
10% of the sum not withheld, whichever is higher in addition to interest at the prevailing
commercial rate. However, where the person who is required to deduct fails to do so and has
paid such a portion to the recipient, only an administrative penalty and a one-off interest on
the amount to be deducted shall be applicable.

The Regulation aims to provide a more efficient and equitable tax system, and facilitate ease of tax
compliance, it further addresses some challenges including the excessive compliance burden on SMEs,
strain on working capital of low-margin businesses, and ambiguities on compliance, eligible
transactions, and remittance timing. The Regulation reiterates what is known to be standard practice,
that Withholding Tax is not a separate tax or an extra cost, and must not be included in the contract
price, and that it only applies to the extent to which the transaction itself is subject to income tax.
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11 Section 40 FIRS Act, 2007

12 Section 74 Personal Income Tax Act

13 The Central Bank of Nigeria (CBN) introduced the Monetary Policy Rate (MPR) in 2006 to replace the minimum rediscount rate (MRR)
due to the latter’s relative ineffectiveness. MPR is currently at 26.25%.
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