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i migat of goods nnd seevice, e yimeent of debt ung
W;L?uﬁxtl::i'::ﬁ m::“ eaemmon form of kegal eider i Fist cutrency (bank
fa and colns) which Is usunlly bovoed from s centralised designated body iat
s the mongpoly fo fsswe such; For exumple, i Nigsria, the Contral Bk uf
Nigerin (CAN) s {hie soobe issuer of legnl tender (Malra) in e countey Liktwing,
the Treasury Department iv the wole Issver of logal tender (LS

Dollars) in yhe
United States of America,”

Aot currency (bank nowes and colas) wre leguily declared and divigrated g
:::L:.rilll'l: Pll}'r:m::l::l ol goods gnd servicek, repayinent of debt exchunge ung
pryament of taxis within the houndary of o Country. Phis amn be seen from the fue
that vendors accept money in exchange lor l"E"_ Bomly whils emiloyees agroe 1y
sceepl maney |n exchange for their loboer,” Some of the world's major iy
enrrency mclude the Nigerian Naira, South African Rand, United States doblars,

the Eurn, Pound stetling, Dndian nlp-m_m:lnn:!l! yin. Swhsk frane and Chinese
yid,

Lapafly, in Migerin and other countries, wx 1S r:.m__'.-eia._c:r atdl paid in the logal
terader 0 which the tmnsaction wies conducied,” This meuns that the tax on s
iransiction is wssssed and paid in the currency in which the (Fanasetion Wi
wonducted, For example, whare the curmency of the transaction is in Maim, 1
will be paid in Naim, Likewise, where the cumency of the transsetion fs in 1S

Dodlrs, ok will be poid in US Dollars. Accordingly, Fim curreney therelon
ropresents the standard mediom of pesessment and pisyments of taxes in Miseria-
s well as in other couniries; ] '

Fowever, various mdvancements in echnology led to the emergence of virtus
“NTEney: \e-pummey) wich 8 ‘eryptocurrency® which ure now utifised for the
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Uver Lhe post dhovide, theve i bieen ah Incroawed aunber of tramsactions in

whidh coypovureteney s the o of pagiment. Thin position b coroboned

iy i repind whiuly Irui'lm.m.,b iyifl tremssetions in which eryplocirency. wios ased m
ittt o gl 1 Nljpeeln wan more than USS1S iillion In 201 M Huwever,
(hyer e OF Cryptocuirmeney iy i jreann ol payient n irnction misey uelism
il 0 0w 1 WAL b sl kel i respoct o such ramsiiion bedring in
prld Dhat (X et only be wsessed mnd pold In (e curreney in which the
prataction win gondycied, Thiy consdinie o serfous tas challenge becuuse
eryploautrency | non necigrilse e o logad teeder In Nigerin and such tax cannod
hie wwsessed and  paid wilh erypiocureney,” o additlan, erypocurmency
comtlivte a serlous o challenpe us s vinual pature cremle opportunities for 1ax
pvoldiige widd wvaskon whih cin hivwe negntive impact on e reyenoe generation
vupablliy of the government,

Tie obfeotive of UlE arkle s W expebee e possible tax Lerimant al
eryplocurreny inimaction in Migerin, The aniche ndopts a doctrine rescnrch
methodolagy o examine e native ol eryplotutrency i dbs begnl siatul in some
selected countdes. The neticle fie consldered the tax treptmend of cryplocurmency
I wome welcted mx Jurbidictlon ad e Lix clollenges  presentod by

gryptieurency [rLiynactiims,
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FERYPTOCURRENCY TRANSACTIONS
o - vpearsoNianlty Mesishtationd, dlshia elrrency uned gy o
mpm ol exehape. " A working definition of Cryplocorency B provided by the
Commission as follaws:

i1 1x & dighal represantition of velue thot b9 peithir lssued by o

central bank or a public walheity, nof necesserly attached 10 o

fint curreney. hit s avcepled by nadural or legal pemsony o &

megms ol payment and can be transfered, stored ar imded

dmmﬁ‘.ally“‘l‘

The shove definithon of eryplocumenty is sugpedfive of the [Hot that L
significant snd fusdamental pature of aryplocurrency, which i perhaps is mas
enteuring allure, 3 that 1 & not Bswed by o centenl bank. government or public
autharity thenehy nendering it thearetioally Immune to governmeny interference or
mankputution * This mesns that eryptocumencls ane ot recopnised g eyl
tenuder. This in mn stark qontrest o waditlonal fint currencics such as Nigerion
Naim, the LIS dollars, the Eura, Pound sterling, Indlan rupee, Inponeas yen, Swisy
frmne, Chinese yuan, South Affiean Rand, tht are wsunily issved by the centmi
Bk s e legnlly dentgnmed ns leyol tender within the boundary of the |ssuing
country. The fssunnee by & conteal mithosity is the hasie chamcieristies whie g

cureency kst cumplivd with before it can be legnlly dedignaled s & meiis of
el ; '

W can thercfore be rightly posited that CrypIoCHTney |s nol o currency in o Hiessl
wiftse becaung i iv not legally scknowledyed 15 4 means of pasment. Thensiong,
Hie fast that erypiocumencies sre’ penermily not recapnised ns “lepal wender or

declared the ofMicial curfency of & eauniry makes i to be fndwmentally diiVeren
Froem the irditlonal fint curmengies.
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Croptocurmency  tratisactions

: T i are enwbled By oo onbioe datobne kiown o
Hﬂ-ﬂ.m'; “:.‘lﬂ'-mhfhnlm b sty ghnl ledger it s e b
m‘ﬂﬂl 5 betwesn two parthes b o verdlable pevianent wiy. O ol lli
key features of blockehain i that ft by a disiribted dutabase wlilehy al b albiYiresd
partics t0 share [nfemmation without requltiog o centrnl - adinlintatrator, 11y
.dn::mrnlmng ite data, Blockekein eliminaies tbe risk ol vontalbsed difibase
which con casily be a liemtive tmget for hackers, This (s uilhe bt i by
government-backed cumencies that are twcknd by vortvl clenring hotses o

banks.'"

Another key Feature ol Wlockehiin s that each ssadilon v thie Bl hatle Is
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volves the wse of tw kevs - i pubilie o b ke, The pabilie hey B fimel e
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ASLIAD lw g oypOGLTICY wansactions within the blockehnin ey
aff this s that trm ihl%_'l" for people whe do not hive nocess to the blockehaly
A o The aneaymity feanire of cryprocurrency IAMKICHon creates g
‘I'Iﬂ!J rﬂﬁﬁ;ﬂ :::. wurhoritics as Jt will be difficult if not impossible to ek sy
ghallenge (1T an

(ramsactinns for fax pUrpeses.

e [ pcufreney, most especially s privacy s
o ﬂrﬁt r:::ﬂir:ﬁ:‘::jm:iﬁ advaniuges over the wrditional fa Currency M
;“:n":y -Fmi made It fo beeome popular o & new method of payment” I iy
tharefiore oA surprisifiy that mmh”m nLTS};?H ;ﬁ:nﬂ :l';ﬂ m::fﬂ!: the
f cryplocurrency irnsaction will hil ; : buaingsiey
vmuluu ndi:::ifl :urrnu:li: as puyment This represents a 177,33 Increase from
USS2.20 In 2021 and the projected cryplocunTicy tramsactions of  USSE, 10
billion In the year 2022 Rescarch hus further projected that by the yesr 2077,
the global crypincurmmcy market will eross Uss3z g lrLIIiun a oA compeund
sl growth rte (CACGR) af 58 4% between 2022-2027.

ke types ol sesirrencies are [iicoin, Litecoin, Eiharpum,
mh“::i IJ|':IIZJII[]":mr'Il:‘.I."1l !E:npmﬂ:;:f i oot without it own  disadvantages
According 1o hvaschenko,™ vne of the major disedvaninges in this regard ks thu
the' sz of oryplocurrency is susceptibie 1o strong volality as it i nol regululed.
Cither disadvantages include the rigk of money laundering, terrorism and other
Higynl metivity linancing. lsck of n central lssuer which mennid thst there s no
legal formal entity 1o guaranty in case ol pny bankropicy.
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30 CRYPTOUURRENCY TRADING
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Ailing on crypocurrency pri
;LI-JJ'_I rading account or it unpmh:

CFD trading are derivatives, ypicl cable  an iﬂilmﬂ;m;:ﬂll:;m:

crypliscHrEncy price Mvements without {aki i
:ﬂlhl:ﬂ This HI.H““ lfh! nvestor 1 "By’ il he lﬁiﬂ"ﬂ I:I; :ﬂ'm b
will rise in ¥lue OF “sell’ if he speculates that e eryplacurrency will fall. This

ﬂpﬂ:uu::: barter wachinge where investors exchunpe tsyplocurmoncy simeny

G the other hand, Ceyplocumency exchange is a form of digital currency
exchanze which allows customen to trade cryplocurvencies or digital currencics
for pther eesets, sueh as conventianal fiat maney or other digital currencies. This
sllorw's customers 1o pay foe poods gid-services through eryplosumrency, In this
regrd, Ihe exchanges may pecept credit cord payments. wire mansfers or othes
forms o payinent in exchange for digital currencies or eryplocurrenties. The
enchanges can sond cryplocurmucy to o wicr's personal cryplocurmency waller
who can convent the diglml curmency babmees into moonyimols prepaid cands
which can be used 10 withdraw funds from ATMs worldwide™ wiille otber digial
currencies are bocked by real-world commuodities suth s gold ™

The crealors of disitsf cumencies ae oflen Independent of the dighul curercy
eschange that fhcilioue imding in the curency  Diital cumency providers £
hsinesses. that keep snd administer accounts for thedr eussamers, but penceally
do not issuc digital curmengy 18 (hone eustomern diregily,” Customers buy oe sl
digitnl Gurrncy from digilal gumency  exchanges, wha mmfcr the dighn
citrengy inta or out of the customer's accouiit.” A digital curmency exchinge can
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4 LEGAL STATUS OF CRYPTOCURRENCY IN SOME SELECTRD

There If:uumti:tmwl as for the Jepal stbbns of erypirtorency, The ap
staius of eryplocurrency differ fream country 1o country dapending mayaty o fe
financial uplnhuﬂh-im.*j‘q?wﬂtnpm underitanding, g Tt o0
consider the legal statys of CryplocuiTERcy in some selected countriat ek m
Migeria, South Africa, sopamn, Canada and the Unbled States of Asmericn

41 NIGERIA .
Cryplocarringy i:mmngnhudn:hp_ll_mdﬂhmm b fact e
Hipimpw:nm:mnamﬂmmmmmmunpﬁma
imvesting in the cryplocurrency markets. For cxample, in Jareary r. !-;
Contral Bank of Nigesia (CBN)™ and the Sccoritics Exchange Commdne
jasucd two scparsie circulars pdvising HNigerians, Bunks snd weher Frarcal
Insitutions fo desist from the trade and use of cryplocarrncics a3 they ax
mmﬂmmmmw-.mmﬂmmmmw
8 Fehrmry, 2018 warming Nigetisns on the inherent rids In segagieg =
fwma&Ihumdwhﬁ!ﬂﬂmmhmuimpw
all over the warld."

ﬂnﬁb!ﬁehmuylﬂ!l.:h:fﬂ#ﬂﬂﬂdﬁipﬁ[ﬂﬂjrﬁﬂﬂl'm
sddressed 10 Hanks and other Financial Institations which stased that deafsg =
eryptocivrencies and faciliating poyment for cryplocurremcy enchasget
prohibited ™ The CBN funber insirncied il Banks and other Fmancsl

' thid

™ Cenmnl Hark of Migeria (CTINL “Cierulir (n Tanks 30 other Fimmeial latastom w ¥otnl
Curtency (peration in Nigeria® Rel! FPIUDIGERCIRAGOT0 12 Jumsary 3577 gt 2
o Focwin N Amugu. Direcw. | insncal Peficy and Ropulstion Departmend
Sstiiles Eashampe Crmmisiion. ‘i Notice on, feveatmonti i Crypuesmmces 35
mher viuaf o Ii[iul' Curnomcies” "'IE['._Z___H ww!wfﬁ

o S LN DR N S ———" -]

Centrul um-r- W Niemla WU, cAgin g CTIN wess am vt aTew
- il b - -} 7
mﬂm i I*__,;;L%I._M-,LL..,]JPHHJH e UHN Vel yreooSE.
';h‘-"'-"lﬁﬂr't :HMH_'&wi: Proibision of Cryptinsroncy Tramsscions By &
sk of Wigurky RIS e o oo e e MU aiiie==
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cwmency will be cremted for Nigerin Acconding the zovemor of the CHN,
Godwin Emeficle. the ides of a digital currency for the country would soon
becomie o reality ond thet te CBN has slresdy s up = commiiiee which b

working on the concept.”’
) was therefore not surprising that on 25% October 2021, the CBN intrduced
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- s replited as the second central hank digitul curme
s T il S S S0 oy

. milaritics with ather types digial currencien. For example, fike other types of
mm‘:'.:.l e, thie eMninm aics blockehain lechnology and It can be stored iy
i sisal wallets and It be used for paymest n ramsactions. It can be transferred

ol and at virtally 10 Cast to anyoné In the world with un eNoira willer ™

wmctheless, thisre e venain imparianit differences between eNnim and other
s of digital currencies. The ‘i, uniike other tvpes ol digital curnencies,
o 1ssased and regilatid by the Centml Bank of Nigerio.” This misuny that ‘eNoin'
tegal tender thal serves as both o medium of exchangs and s store of value, In
sdition. unhike other types ol digltal eyrrenches which constitie asset in natie,
the Exalt ls not 8 financial dsdet in jtself but o digital form of a nutional currency
and desws its vahse from The physical naira, 10 which It is pegged ot parity.

Since its introduction s 2021, the eNiiry tud soaned in popularity. The eNoira
was projeckad 1 be suning on about 10,040 downloads per day in the second
quaner of 2022 This projection by 4 source in e of the commencial banks
eading in the eXNaira platfonm follows the 7,300 dpd recorded in the first quantcr
of thee year 2022 "Huwever, despite the papularity of eMaim, research rovealed
what eperators are cobeemed with the liw. level ol Person-to-Person (P21
trmiaction which is an indicatiog that sctvnl wsage by individusls is not os ective
24 the downioads ™

= yeadell Adegbupres Db fo humch edision s CHN amouncss now oimeneemgn dew
Py Teses (ABULE T3 Chwnbor 3001 = |ijipaia sz baieih QUL L | 11

e B B3 T it e o e Inmnes e somenecrmatti-date Hilie
oo 4 e 2

* e e Five Dlbserymhons oa Niperfa's Ceniral Nank Diglal Cormacy”
Shim oy o Newn AriA T LI S R fiyeolwiryatloss g e
e o o ey > acvesmnd 4 Jurse M2
Engd
" Tiewsithy Obier, "Nigerism Opitimistic About Lnmch of New Ciigital Currency ahiaira’ Yoke of
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SOUTH AFRICA
JOCUFTENEY IS 0t receinised
a0, the South African Rmmns
oyt 8.
g Issuing RRARNOIES nd eolng iy ghe .

s, The iti L= T . 15ued g
ﬂmd and Tﬂ:luﬂn Peiper -F:EI.'IIEHIE stated thay m‘;:’:;j:"smrr (Tl “[.““4
e ecain, are not legsl Lender |

gL if . i
that any METEHANG oF beneficiary may refise il Ef’“‘h Alries. This
-P}':Illﬂ'tr i Llﬂ!ﬂmj‘ A% A Mg of

In mid-2017, the § T

aryplocurTEncy rt;u l::i‘:inm“ e rve Hank made indications tha it s ialfin

currencies a8 a form of |“L th u View to. potentiatly recognising  digital

Services. the feverue .n:li‘;‘::::ﬂu: li:i:::mmde this, the South African Revenue
Tican pavermnent, | '

which eryplocurrency transoctions and investments can be IPF:;;‘l;lﬁ:Ehmﬂm}I.lﬂm

43 JAPAN

Unlike what is spplicable in M i
: . geria and South Africs, the J aivern
mug!llﬂﬂ Crypocurrency us a legal tender having the same Fﬂ?; s mﬁ
:n this rrisp:ﬂ. the govemment of the counirv had developed ra':zLEbLy
rmework for the full integration of the ! systemn
i B cryptocurrency into the banking
Cryptocarrency is regulated in Japan through the Peyment Servic i
&5 ACt which
Eﬁ:;,;?mm in June 2016 The pmended Act defines cryplocurrency as
‘property value thit can be used as payment for the purchase or renlal of
goods or provision of services by unspecified pemsons, that can be
purchased from or sold 10 unspecified persing, anil that s transferable via
an electronie dutn processing system; o property value that can be mutually

Mtn:fm.wns:mhum:.mmm
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o lave U oy lbes i ekt gt systen) 1 the syiom wnder =
Jupanew Iyt Services At
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bunkiess hoses one of e reguirements Tor ceglstrntion or B ey ol hat ihe
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Even thinighi eryptosurrency s nol recognised s el lender Tn Candn’™ the
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Lol cugreney. Mueh like govermments around the: wield
iy .ﬂn ﬂ:::::: peojicts By sellints povermment bondi, the glivernment of
it flamd ¥

j 4 farbuda allows the funding of projecis and churities fhroug
:::me:rﬂ.lﬂ-ﬂmand frilint Coins Offer.

CRYFTOCURRENCY TRANSACTIONS
s.m“u Tﬂ|x ER&TEEE]; eryplocurrency IFnsactiany s impartant for th
C ::r envation. This is hecause, before eryploturmemney Irnnf.ami;-.:n ean be |
jaxed, 11 ad 1o be determined wihether gains micde I'm Cryplocurrencies ure o -
he catngoeised o5 income or copital gaing, Phis will go i lang way 1o deternyine
The type oF tax and tux rute thal will be applicable Hu'-n::\-u, al present, there ja
o inteenationnl comsemus as 1o the propet enteporisation of gains fom
cryprocienty mmsaction, This has ralsed the question &5 1o the type of tax th
will be npplicable 16 cryplogierency Iransactions,

Casilres hive therelon, ken il upon (hemselves 1o L'rl.lr-l:!-_tur.hc STy placumency
trenractons (e way they like within thigir Tﬂ]}rﬁtli"-'t jurisdictions. in order 1o
brimg  such Imbsactions with the tax new" Accordingly, weatment of
cryplocumency ransaction for xalion perposes vary from country 1o eountry
depending largely on how & zouniry has emegorised/classified eryprocurrency

and wheiher the colmiry recogitbed eryplocumency as an allernative metins of
paymenl

An plated earlier, some countries hove outrightly banned the wse of
cryplocurrency while some countrics recoenised U os o Tepal tender. Some other
cousirios while not recognising eryplocureny as o legnl tender recognised it o
un aliernafive et of payment. The article will consider wx treatment of
yplocurency i some of the countries in owhich the legal satus of
eryplocurnency had eardicr been considinsd. ' ' .

51 SCUTH AFRICA

As st carther, the Sonil Afiicen Revenye '
. Services (SARS) bs exploring ways
in which eryplocumenty trynssctions and investments u:{m by

- . be appropriately taved
m::'r'“h: r':“-' o April 6. 2018, the SARS issed o -:I:nﬁ!'::z%n gn the 1k
it mgﬂw HFTERCY. SARS noted that it will continue 1o apply norinal
- CEYMocurTene jes and wil| expect affected taxpayers to declue
Mg
o i
i
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vt 4 *,u.'gmhmnn.snﬂﬁﬂuHLMJ As-f
aaat
ALIAL hpss hsssriund

ADA ) A} hansciorised cryplocurrency a4 @
% .:",“,,H,h govenie  MpEIEY ;Eﬁ-lﬂﬂ"} currency.” Cryplocurrency
by o py. T wﬁh'nnd scrvices apil in Werglone eatepoeised

s

+ This p— tesaciions mintle \!_']lh eryplocurrendies are sobijec)
(L] 110 H'I’I.'Imn'- ;

i the i 1k

. s [CRA), the v of eryplocurmency 1o
Mﬂ'ﬁ;ﬁﬂﬂ‘ m:”;:;iﬂ"iﬁ::::ﬁ“ o WLT ramsietion as folkows:
o fkad

. o
yead 10 pay for goods or services, the rules for Y
h:::rwtﬁ::tﬁjml: A haner ransaciion oeeurs when any Two

qurer 10 £xchange

s bf services and garry owl that exchianoe
: mrency. Fof example, paying for movies with
wll!!rn;l 'ﬂﬂhﬂi‘ :“hnﬂl:r trimnaction. The h‘fliu: of :hl_: mm'n.h
di?,::;q iz digial currency musi b included i the seller’s income
'i-':]r 1an m-.u& The pmount 1o be ineluded would be the value of the

movies in Canndian dollars,™

The fmplication of this is that goolls purchased wAing Cryptocurmency must b
imﬂﬂ in the seller’s income for fux pUIpPSEs. Goods aid Services Tex (GST)
o Marmonized Sabes Tax (HST) also applies an the fair marke! value of wny

or servioes bought using cryplocimrency. This means fhat when nees ae
filed, M wust In:llluﬁc a report of any gulms or losses from selling or buying

SrypLOCTATENS TS

54 UNITEDSTATESOF AMERICA

The United States, perhaps, has the moat detalied goidunce on the tay treatmen
of eryptocurrency. The Insernal Revenue Service issucd a detailed puldanee in
2014 | respeet ol s treatiment oF eryplocurrency.”” The guidance acknowledged

¥ Capads Mevcose Agenes Whal You Should Kagw Abeur Digiel  Curency
Mn‘mmﬂ-MlMﬂ;ﬂﬂmﬂmﬂﬂhﬁmﬂ“L—M“ :
" WH““HMWLH@EMWHS Jutve 3073
i Copmmesr — Ageny ol Cuirmts, -plghsl  Comency”

" ml'l"ﬂr-l-hmlrm | e 3033 Sy Al

™ ALKk b
== . “Lunaion Tabian, ol i L™
et dos o o M T AL AST SO AASSEET
0 moccwmod 5 luse 31 * i

Brilermyd H‘J.‘.l'!'n.l.lc_ﬁnnlq;:-|1ltz| Wirkiul isledamiy
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Tormed s sl o 1
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'-:ékﬂ": m""" Virtual Curmency an a digieal representinivn of wirhuy st
et virtual coaret - Exchange. a unit of acvount, andx 4 siore ol viskg,
g s i_n:;'m*-:* cweraies like “real”™ currency, Le., the vl sl paper
mooc) o m?lunuurqmm:. Wt I osignared iy begal
idl!’-_ mlﬂﬂnﬂ  Sustomarnly used and aceeptad un a medlu of enhinge
s B ooy of leswance W B doex ol Bave legal venuder staniy

i : bt

ﬂm‘ih Enilance further smed that viwal cureniy thar hus LI:.
,#..ﬂgu: 1 rea) J‘W‘ of thay acts as & substitiie e real durrenicy, I
e 12 35 “oomvenible™ yimual cwrmency wich an Miealn can be dighally

waded Betwren wsens and can he haned o, or exchangad i, 118, dol
Em-dﬂhmwuhmﬁﬁh e

pe 007 P CIYPOAOUITERS o i
s B0 PN O ST e or el fow

For mastiom purposes. cnyprocurrency o woated ak property amd as such, (he
procral T, pinciples applicable 1o peoperty tramsactions apply 10 transactions
=g enocumency. Thas, 2 taxpaver who receives v lriual CHITEIY 2 pay e

for goods or services mus In compuring groas income, (nchude the e marked
valec of the virtual currency.

For US. tax pormposes, transactions using virtual éumrency musl be reported in
LS. dollars. Thereiore, mapayent will be required 10 determing the ulr market
wa'ze of virmual cumendy hus.dﬂhuunﬂhnHEﬂmmmwmipL Ma
virtual currency bs fisied on an exchange and the exchange rate s catabliched by
mariet supply mddmnﬂ,ﬂuﬁlrﬂﬂmwwﬂ‘mevlnunler s
desermined by comverting the virtual currency into LLS, dollaes or into another
e, i @ reasomable manner that i consigently applicd. IT the Tair madkel value
of propeny roceived in exchange for virual currency enconds the lanpayer’s
sfjusted basis of the vimeal currency, the waspayer has tsable gain, The
mmﬂu,muuﬁirmuhnﬂlwnfﬂ:mm-mﬂmhhﬂthm

the adjusted basis of the vimaal curmency.

. i recelved by an independent contrmetor for perfianning
Where virtual em:J:ﬂm a comalting o sclfemplayment  income.
services. B will i marhet yahue o viewal curvency received o services
Consequenily . the contractor, measned In LS. dollars s of tho dare
mnﬂwmm Income amd lx wibjeet W e self
of receipt, com
lﬂlﬂiﬂ"“’"
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et/ e T ERSED Sl FIER . CohL vy

- oy 1 pald Ty an erployer W an emploves g
Ay ere YHWE S eanded 43 comiituting wages [ emphos ent vy,
T mf:h fair ket value af vifual cumrency pakd o weses

TS 'ﬂ.ﬂth‘ql-lllfﬂl*;ﬂ';: by it Federal Induraice Conttibutions Ao
l.lﬂdfﬂ i [“h:l: E‘Lﬁ.‘rﬂ‘ UH.M],FII‘.'I"'HI-'”I Tax Aot lnllﬂ'f fah avhl s by

:-:H'i:h:rtr:h:m W2, Wt and T Stapeqmient
idigatnd o payment made using virusl curremey s subjey
I:'luﬂl?m:;:h:wﬂm by e wine cxlenl A8 ifll_-J :ﬁ:’ Pﬂrnfmi mad m
¥, For cxamiple, 3 peman who m i ﬂ'_*llﬂl-‘. ula i husingss mikes 5
payinen of fived and determinable income wsing virtual curmency with @ vales of
$edl) op nore 1o 0 LS. non<vempt rechplent in 2 tasable vear Is aeguined 1o
repont the payment to the RS and 1 the prvee. Examplis of payments of Nived
and eterminable incomsd inchade rent, salarics, wiges, preminms. annuities. and

compersainn.

it 73 abwo Imvportant o note that the puidance stipwilated thal payments made usag
virtual eumency are subject 1o tmckip Wwithboldiag 1o the mme extent 24 olher
paymenis made in propery. - Tesgfor, payers making reportable pay fents
g vinenl cumency m solic ifkcasion number {TIN) froe
the payer, The payor masd backugr Feom the payment if o TIN ks net
alitained priof b peyment o I7 the puyer roceives.notification from the RS tha
backup withhiolding is required,

ARUIAD b puiriad T

The juidance also provide for penalts. |t stuted thal svpayers may be wibgen
pengliiiey for 'ﬁj!llrt o comply with 1y laws.  For éxomple, mnderpoyments
strributable to vimual cumency transactions may be wmibject w peralies. In
addition, Tailuee to toely o comreelly. repont virtunl eamrency transsctions when
required b o %o may be subjéet to wforfation’ néporine fenalies. Mowever.

panaly .rolecl may. be grailable 1o,
el ek e G iy s, DTN poquied 10, Hhe

propesly fike information retims isduen mlﬁrat!:nuﬂ. TR

From the above cxamination of
miummmmm‘ lax fresment of eryplocurrency, It seems mos

Eountries o ines CIyplUCuTTEncy in way's they decm fit, While some
cnital plaf? ml:"';d ! on Eryprocumency. others have dechded 1o by
”ﬁﬂmumn:r- “WT FTies have cven levied Value Added Tax of
Will apply 10 erypocirmeney. oo O ® that the type of Tx that a cosm
ealegorised it ¥ depends larsely on the way that coaniny B
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J—— — ransactiom privie and dsonyivons arnd

cpentied With Iﬂl:'ﬂl::"' -.-.I-Jllr‘h::':.m-ﬂh‘ erpplocumency tranyactions sutlable fof tox
* ract s .

limdely v

pvoidanet
gl CryploctTTencies pussess T 11T

il
”Huﬂ ILIII ITF;ﬁﬁﬂwﬂ-ﬂ First hecause there is no jurisdiction in
4 | ks
. .ﬂll.."l{:hﬂ' are *held® I gyberspace u-.wr?:ll:_; kponsr ay onling
which ||_-'1ﬂ e 1o aubjeet tl'l.'.liF_”'l':'" il sEurce. ﬂl'l-di. Sy plGeusTengdy
L), they are - Lisiry can stark 05 any prline “wallets’ us they wun 1o
aeLounTs 4L :a.rlluﬂL'r-r'a'lr:lnﬂu1 : ‘n'mi {rade them withoht ever perin il g any identilying
bty of ] ::}nm!t{m :;thmﬂ:r sikes il easier 1o n'r_mld tanes humilds-r af
1?:‘21:"531";:@@ o maonyilly and privacy oF uiers il thelr information,

: J Iso grentes oppoartunity for ik evasion.
by nature of erypleumency ey ;

El;h.":h?“;d:“ g \echnological puyment SYSIEmE, businesses  and
conaiiiners becuie CoBEIios ol the fact thal cryploouiTency. can be used as 4

o ey e be evaded when purchasinp or Selling mhids o
m;mﬂ; ::::l!rllinﬂ 1o obeain o fnaneil bemelit theough the ﬂEu:nu-nlimd
paymicl networks.. Accondingly, dug 19 the anooymity provided by
eryploctirmeivy, thare la the potentinl for 1rr:|_l'-']d|q.lfl.1 I withhold reporting
cryprocureney-relufed inaome and Ihus evady taxes.™ 1 has tharefiore been held
thut cryptociicrency ralies utilested t_a:;mmems_ related 1o ths evasion,
cmsumer protection and money laundering.

70 TAX TREATMENT OF CRYPTOCURRENCY TRANSACTIONS
IN NIGERIA

Presently, there b Ao specific regilition o thie tx treatment of eryptocurrency in
Nigeria, This is probohly attributable to the foey that cryprocurrency docs i
enjiy bega! tender stains In Nigerin and s not recognise a8 0 means of payment
In fact, as statedd earlies, bolh the Cenirtl Bonk of Nigeria (CBN) and fhe

= Misriom (1. .
= ] Are Uryplucurrencle Saper l‘ur-:_l!ld.'n.-mn?‘ Mkt bane Bevigr (3015) T RRd

i
'ﬁiﬂ:@ﬂ"ﬂlﬂf isclasie: Are Iosin |-schumges the Mext Vi) Hivens
" Toryber Il & Murgiy K Ty i Lise Heviee (2013) 32 138208
T e Vo S o
o VA Curmancin o B amining e (gulabiey Framewk fi 10T
.y s Vb dam it o o synd Ty (2001 6) 27 5K7-399
S s el g g, OOl Pugmieion nd Ll
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gritis Hxchange Commission have fwued series of clrcislars ndvyi
:Tﬂ"‘“""‘ Dhanvhs anid chver Flnnngla) Institutiens to desint from the trade and E
ol cryHOCHITENEY A% i1 s 00t recognisod a hegnl ender. This miy seeount for the
st why the govermment of Nigerin has not considered the possibility of
egulating trade in-eryplocumency for pxation puarpose.

phawav o, despite the Tt thy eryplocurmency b not recognised as o legal tender,
estimate lave shonwn thg teidling in eryplocurrency in Nigerin generited more
ghan LISST LS million in 2017 Nigeria is abso the necond largest Bitcoin market
i |h=_-m‘-rhl with over $500 millkon worth of Bitcoln trsded over the last five
e

This reported volume af cryptocurrency trade in Nigerin is a confirmation of the
pecsl for the government of the cunnlry to put in ploce neccdsary machineries 1o
widen the: kax et fo caplure cryptocurrency tmnsactions and prevent tax
avoidance or evasion, For g cauntry thit bs secking 1o break 15 dependence on ol
revemve, It B mportant for the Nigesian government o be proactive i Ihis
respect and it in place machineries Lo subject gins derived from cryplocurmency
imsictions (0 taxation. Being onc of the lurgest economics in Africs, it is
impontant for Migerin W ke e lend s e (he pace r other African coantrics.
Al present. South Africa is the only coumry In Africa that have pubfished
wtidelines an the s treatment of erypinedrency. It i therefore impornt for the
country 1o emulate the South African government in this respect 1o prevent L
sivldance pnd evpsion.

It s hoped that the recent aonouncement by the CBN 1 create a digital comency
fiar the eountry will spur policy makers |II| the country b come up with gildelines
i repulnte eryplocurrency trnsaction, This is will go o long way to provide
clarificition on the approprialc tas teatment of erypiocurrency from which (he

g TRt can genotile o Reveire.

' aithiir of (s articke that even thouph Nigeria

I e contention of the auhor of | .
!;r::l. T’I::w::::“ﬂﬂmtlﬁﬁ guidance on fhe tax treatment gfmpquqh he
kxxation of cryptocurmency &n ke pecommodnted  under the existing

<jilaeem Fiading terives whonever Bogileoes grack dev mo™
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o e couniry. Depending on how cryplocurrency tnisctions. ane
Eﬁ.';tf;::l. ::a.-.l-iﬁuﬂ wind reparted for accounting puiposes, they may either by
sgen mé feenre from the ardinary Eourse al business ar cupitil gaing

by, It #s postulaled tht whene crypocusrency s paid as an inconie o
ﬁ?ﬂﬁjﬂ i F:: indiyidual  instead ﬂlt the traditlona mamey,  <iich
erypiocirency will constiute a chargeable mcome for personal income tay
parpeses. puruznt 1o the provision of Sectiuh 3 of the Perstinal Income Tas Act
2041 fus amended) whicly stipulotes any gain or pralit artsing from any trade
tnmess, profession or vocarion 45 liable fo lax In such siunion, the
cryplocumeney may be converted 10 be fir volue of Nakr upon whizh it will be
xed, In & similar vein, wheee s Company in Nigena eamed lis ingome or profi)
in eryplocurreney, such income or prafit will ke chergeable ok inder Seetlon 9
of the Companics Income Tan Act 2004 (as smended) which stipulates that o
compaky 1 ltble to tax on the Income o profils sccruing , detlved from,
brought into, or recelved in Nigerin.

In addhtion, eryptocurrency cun be treated as chargenble nasct under Section 3 of
the Capial Gains Tax Aot CAP, C1 LEN- 2004, This mesns thal whin
erypiocurrency s dispumed, the capitnl gali froin such smnsaction will be
sobijected 10 8 capital going tax. {t & slso imporant o hote thal sifnge
eryplocurrency |s not a recopnised leghl teader In the cosntry, it can be as
clessified as & “currency other than Migerion currency’ under Seetjon by ol
Capital Gains Tax Act which will muke it p chargeable nsset under the Act and
uptn which capital gains tax will be applicable, Taspayers can take ndvamage of
tax planming in this respect by investing in cryplocurrency and disposing them
thereafter because the capltal patng tix piymble on such disposal is 10 percent wi

oppased 1o income tax payable a1 19 o feMentive |
Idividunls sl companies respectively 10 | Ve VAN ) Gr 30 percent by

Furthermore. whiere laxpayers make use of Cryptocumengy as means of payment

for goods and services, the government ean nai i
such supply of posd " i tonsider charging value added my on
Tux Acy l:iP A Iuml;-id i:'lh?tﬁ: 8 provided under Suetion 2 of the Value Added

it because Section 5(2) of the VAT id
I'nr I-ﬁmllﬂﬂ'l Lrlt '| val y =a ﬂ" m I:I":W e
than money. In such “ilrh-;.ﬂ poods or services are for n considerntion ofher

. the Act provi
suply shall be desimed 10 be the vlue rn:y;;ﬁ:mmm' Dt ki o et

Aoy

Tun, D e
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From the sbove, it min therefore e Aghily. posited tht even thgh Migeria;
unlike South Africa, docs ol have a specifle guidelines an the tax Ireniment of
erypincyrrency, the txatlon of thie eryplocupendy ein be secommodicd. under
the existing tax lopinlations such s the Persomul Tneome Tox Act, Compamiis
Imeiime Tax Act, Capital Gains Tuy, Aet gng Vilie Added Tox Act depending o
the type of the trnsiction. It iy fherefore leil foor Lhe Nigeriun goveimment iy be
prowclive In this regard snd engyre. thar the LXisting tax leglstation are properly
upplied to cover STYPlocurrency transsetions (o prevent tix nvoidance and evasion
ponding the time & specific gnidance will he Tnsued.

&0 CONCLUSION

This article provides an in-depthy examination sf the nature of eryptocurmency
tnnsactions: The aricle found thar the legal status of cryplocurrency visry (rom
catniey O country, While some countries recognlded it as n legal tonder, others
have outrightly. ban 5 use and oibiers recopnised 1t us an allermative means of
payment. The urtlcle ulso fouind that fradding in cryptocurrency s a peer-io-peer
(P2P) decentralised transseting wherdhy the buver and the seller transnct ang
iniermel directly whth ench other without the intermediation by & thind party. This
ERSUMES privacy mmg ahaaymity of the tramsaction which conntiule n challenze to
oy autharitles 1o trock such trasssetions and thereline crentes apportunities fr
a% avoidance und evasion.

Finding from ilie article nlso revealed tut s counirics have issued specific
guidelines on the twx fresmient of efypiocarency with the vie Issued by the
internal Revenne Service of the United States being the most dotalled and
comprehensive one, Nigeria, gl the moment. has not fssyed iy guidelines on the
specific treatment of criptocireney. The attermpl by the CBN 1o create 3 digital
currency for the eountry sy eventuslly spar the government to Issue guidelines
In regulale crypticummency mtsactions.

This articte however contended that the txntion. of crypocurrency can be
ntepmmuodatied ander the existing Personal Income I!m: AcL Comporiles Income
Tax Act, Caphtal Gaims Toa Act snd \-’n[uu Added Tax Act. It s therefure (ho
reconunendation of this article that the Nigerinn Lovernment yhou ld beviermge on
the existing tax legislations in the couniry 1o aubject eryptocurmengy Lransactians
0t o prevent i ovoldince and evasion pending the time & specific puidance

ill be gsued (i this,regasd. I also recommended that puldeline should be
E: - B (reatiment of cryplocurmency transaciiony in the itture 1o prevan|
t::::lm:ru:u and Hiso to prevent arbitrary tasation al'cryplocurreney tmmsaetions,
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