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" CHAPTER NINE

W OF THE TAX AMENDMENTS UNDER THE

VIE

Isau Olatunji Ahmed*

s

Abstract :
On 31" day of December 2020, President Muhammadu Buhari, GCFR, assented

to the Finance Bill 2020 which had earlier befzn passed by both the Sef?hate and the
House of Representatives respectively on 15" December 2020 and 17 Pecember
2020. With this assent, the Finance Bill 2020 became known as the Finance Act
2020. The Finance Act, 2020 made some significant and fundamental
amendments to various tax legislations in Nigeria. T hese amendments have
various implications which must be noted by taxpayers in order to avoid sanction
from the regulatory bodies. The objective of this article therefore is to provide an
overview of the tax amendments introduced by Finance Act, 2020. This will go
along way to assist taxpayers their obligations under the amended tax

legislations

1. Introduction

On the 31" day of December 2020, President Muhammadu Buhari,
GCFR, assented to the Finance Bill 2020 which had earlier been passed by
both the Senate and the House of Representatives respectively on 15"
December 2020 and 17" December 2020. With this assent, the Finance
Bill 2020 became known as the Finance Act, 2020.

The Finance Act, 2020, which has a commencement date of 1* January
2(?21,2. made some significant and key changes to existing tax laws in
Nigeria such as Capital Gains Tax Act (CGTA), Companies Income Tax

————

* Dept of Business and Private L ‘
e aw, Faculty of law, Kwara State University, Malete ahmed.isau@yahoo.com,

' Ayodeji Ad cga, 'Buhari si i
f‘ew)s’/he;(lllincs/cfsg}l);gg‘Sg-%uhEr?i?gns-Btl“n%g?lc?bn‘?ln?c Bill into Law' <https://www.premiumtimesng.com/
“Section 80 of Finance Act, 2020 FHinto-lawhtml> accessed on 19 T2021
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Act ("CITA"), Personal Income Tax Act ("PITA")

(VAT) Act ("VAT Act"),the Stamp Duties Ac
Act"),Tertiary Education Trust Fupg (Est g
and Industrial Development (Income Ta
Finance Act, 2020 also made changes t
E:gsgzl il]q:;l;l:)?\ Cl:;vcil;l]l; (S;;Va;c; éaESstEablishme.nt) Act, Nigeria Export
| xport Free Zone Act.' In addition
in the wake of the COVID-19 pandemic, the Finance Act 2020 'IIS(;
introduced the COVID-19 incentives for taxpayers to relieve tax liabil;ty.
The Finance Act, 2020 appears as a short-cut to the wholesale amendment
of various other tax legislations in Nigeria without the need to
independently amend each of the tax legislation which might be time
consuming.” This is therefore a commendable act on the part of the
Nigerian government. This article provides a summary of the key
amendments made by the Finance Act 2020 to tax laws in Nigeria.

Value Added Ty

. ("Stamp  Dufjes
abllshmcnt, ete.) Act ('I"l.i’[’l:/t;

X Relief) Act (IDITRA). The
0 regulatory laws such as the

2. Capital Gains Tax Act (CGTA)
a. Compﬁtation of tax, Filing of Self-assessment and payment of tax
The Finance Act 2020 made a significant amendment to Section 2 of the
Capital Gains Tax Act (CGTA) by introducing a new subsection 4 which
provide thus:
"(4) Subject to the provisions of Section 31 of this Act,mevely pelsm:
having disposed a chargeable asset shall, not later than 30" June and 31
December of that year, compute the capital gains tax, file self-assessxfxent
return, and pay the tax computed in respect of the chargeable assets
disposed in the periods."* ' - e bl
This implication of this amendment 1S that it is manda "ymd p;;y S
compute capital gains tax, file self-assessment return, &

Section | of Finance Act, 2020
Ibid

o At {

reww ov.comen_ghtax-aterts nigena-
ks Young, Nigeria: Highlights of Finance Act 2020'<https://WWW.cy.comen..
!“gmi'gh.‘s“)f“ﬁ"a"c-"‘ act-2020> accessed on 16 July 2021
“Ction 2 of Finance Act, 2020
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computed i re assessment return, and payiment &

- Jins tax, filing of self-
of the capital pains tax, ; o ph Y "Decembe
‘l lax 4'm||m|wi Jhall be done not later than 307 June and 317 Decenmbey

the tax ¢© .

of the relevant year. ' , o o
It 1 important to note that before this amendment, there was no provision
N .

in the Capital Gains Tax Act with rt.:ﬁ!i”"' ‘f’ ”'Ul‘i”"f’ W'll'hl'll f‘Vhich' i
taxpayer is expected (o compute tax, file scll-':h'tscsalnull ruur‘n .‘me p(,y
the tax computed. This created a lot of uncertainties on the administration
of the Capital Gains Tax Act. Therefore, the zuncn,ldlmcnt' mnd? l‘)y ”w
Finance Act, 2020 is highly significant to the administration of Capital
Grains Tax Actin Nigeria as there is now certainty as to when taxpayers are
expected 1o file self-assessment return and pay their taxes in this regard,

b. Increment in the amount of money paid as Compensation for loss of
office not chargeable to tax
Another significant amendment introduced by the Finance Act, 2020 1o
the Capital Gains Tax Act is that it increased the amount of money not
chargeable to Capital Gains Tax in respect of money paid as compensation
for loss of office.* In this regard, the Finance Act, 2020 amended the
provision of Section 36 (2) of the Capital Gains Tax Act by substituting the
previous subsection 2 with a new subseetion 2 which provide thus:
“(2) Sums obtained by way of compensation for loss of office, up to a
maximum of “N=10,000,000,00, shall not be chargeable gains and
subject 10 tax under this Act, Provided that any sum in excess of
“N=10,000,000,00 shall not be 80 exempt but the exc
chargeable gains and subject 1o (ax accordingly,”
This amendment is highly significant b ‘
money not chargeable 1o (g
compensation for loss of o

ess amount shall be

caring in mind that the amount of
pital Gains Tax in respect of money paid as
flice was previously  =N=10,000.00." It is
1hid

"Section 4s)of §inance Ast, 25360 :
"Sectim Y 2 0f the Capinal G T Ay 24604
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- ( vy BNVt ) ’, l:':’,
jn €XCEsS of “N=10,000,000.00 shall not be so crempt and that s
. ’ i ¥ia ” '1;1

excess amount shall be chargeable gains and subject o tax accordingly

o deduct tax

it is to be noted that the Finance Act, 2020 introduced new
4 to the provision of Section 36 of the Capital Gains Tax
gation is imposed on any person or entity who pays
f office 1o an individual t, at the point of payment
deduct and remit the tax due to the relevant tax
shall be remitted within the time specified
issued pursuant to the Personal

Opligation t
fn addition,

subsections 3 and
Act wherein an obli
compensation for loss 0
of such compensation,
authority.” The tax so deducted
under the I’ay-As-You-Eam regulations

[ncome Tax Act.”

Companies Income Tax Act (CITA)

Tax exemption on Interest on Loan of companies involve in primary
agricultural production
In line with the Federa
promotion of primary agricultural production,
extended the existing tax exemption on interest incom
under Section 11(2) to companies involve in primary agricultural
production.” The Finance Act, 2020 further amended Section 11(2)ofthe
CITA by reducing the minimum moratorium period from 13 months to 12
months, with regards to the tax exemption on bank loans for companies
involved in “primary agricultural production” and other local busin€sscs.
The reduction of the moratorium (0 period by six months further
demonstrates the Government's commitment (0 support local businesscs

inNigeria,"

| Government's policy direction towards the
the Finance Act, 2020
¢ on bank loans

Sectom ) of Finance Act, 2020
vy (b)of Finance Act, 2020

Sec \
; ;_‘;';t:“ ?( by of Finance Act, 2020
ibig (@) of Finance Act, 2020
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al production

o S
he existing definition of "agricultury)
cction 11(4) of CITA with a new

agricultur
replaced
ded for in S :
ultural production" as follows:

Definition of primary
The Finance Act, 2020 |
trade or business" as ])I‘OYI
definition of "primary agric

* 2 . —

i ction’ means . ‘

“pri ricultural produ i ) N

primary ag crop production comprising the production of raw crops
(a)  primary

fall kinds,' but excluding any intermediate or final processing of
of all kin _ T,
ps or al’ly other associated manufactured or derivative crop
cro

b.

product; . N
(b)  primary livestock production compnsmg’ .
animals and their direct produce such as live or raw meat, live or

rawpoultry, fresh eggs and milk of all kind.s, but excluding any
otherassociated manufactured or derivative livestock product;

(c)  primary forestry production comprising the production of timbers
of various kinds such as firewood, charcoal, uncultivated materials
gathered and other forestry products of all kinds, including seeds
and saplings, but excluding the intermediate and final processing
of timber and any other manufactured or derivative timber
product; and _

(d)  primary fishing production comprising the production of fish of all
kinds, including ornamental fish, but excluding any intermediate
or final processing of any other manufactured or derivative fish
product.”"

This amendment narrows the application of the tax exemption on interest

on bank loans granted to “pr imary agricultura] production,” unlike the

broad exemption that was previous] : _
- . Y applicable t
all agricultural businesses, v | 0 bank loans to mostly

the production of live

L. Correction of Listing Error

R e »

:: Section 6(b) of F inance Act, 2020
Section 7 of Finance Act, 2020

et .
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services 10 which withholding tax (WIIT
income of a non-resident recipient," The ) Wi o the fy
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resident recipient for these cateporie
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d Com?anics Engaged in Shipping and Alr Transport
The Finance Act, 2020 amended the provision of Section 14 of the 1
clarify that revenue earned from lcasing, containers, non.-f f" e “" "
or any other incidental income should be subject u';mx un:;:f{;'c ‘:ya:m
the CITA.” l". this regard, the Finance Act, 2020 introduced nc:/ ::1);::
14(5) to specify that the special tax regime provided by the provision of
Section 14 of CITA for shipping and air transport companies does not
apply to income from leasing, containcrs, non-freight operations or any
other incidental income liable to tax under Section 9 of CITA.”
With this amendment, a distinction is created between revenue from core
shipping/freight operations and air activitics that should be subject to tax
under Section 14 of the CITA, and revenue from other incidental activitics
that should be subject to the general corporale income tax rate of 30%.
This amendment resolves the issuc with respect to the taxation of ancillary
income of non-resident airlines and shipping companics.”
This is a significant amendment bearing in mind that there has bq:ﬂ
controversies on whether the tax regime under Section 14 of CITA a{’P'"‘fj
strictly to income from carriage of passengers, mails, liv?smck uf grxxrb
shipped or loaded in Nigeria or if it also applics “f other mcorr’xf: str:i;; ;{
such as leasing, container salcs, non-freight income OF 4077

incidental income.”

Mg e

g‘.j’;““Act 2019

"Secton ) O Finance Act, 2020

:“de of Finance Act, 2020 L nd g A ;,ﬁp;,;-:,amafi
. ) WOOWI" 'gm'a 1 Bril F’W M W vaw Ind-y,WK“rﬁt]gn;A

. fhuPS://www.pwc.comfng}:f;/auc;ﬂ':(i%niszf iil'f'min“’“"zmodmiw
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imum Tax Provision ;
0 introduced a new Section 16(12) to modify the
for insurance companies and businesses. The

e Modification of Min
. The Finance Act, 202

i licable .
mmmsmn:i;x fg(pu) provides that the tax payable by any insurance
new >€C

for any year of assessment shall not be less than 0.5% of the
company

gross premium for non—life‘insurza:nce business and 0.5% of the gross
income for life insurance business. ' ke

The proviso to the new section however modified th1§ r.mmmum tax. In
this regard the proviso stipulated that the applicable minimum tax shall be
reduced to 0.25% for tax returns prepared and filed for any year of
assessment falling due on any date between 1" January 2020 and 31*
December 20217 both days inclusive. It is clear from the proviso that this
reduced minimum tax rate is only applicable to tax returns prepared and
filed for financial years ending on any date between 1" January 2020 and
31" December 2021. The reduction of applicable minimum tax in this
regard was made considering the current economic realities occasioned
by the COVID-19 pandemic *

The Finance Act, 2020 also introduced a new sub-paragraph (sub-
paragraph 13) to Section 16for the purpose of defining “gross premium”
and.“gross I:come” for minimum tax purposes, with reg
buslncsscs In this new subsection, “gross premium”
prexmnms written, received and recejvable excluding un

ards to insurance
means the total
earned premium
me”’ means total

:;?Ta-ﬂ{a)m;\a,m{\ <5

“KPMG, Fimance Act, 2020-dmpact Anaty.c:
%ﬁm—mﬁwmm,g M,%”"“’“*-Wn

" ot me/insights/2072 1/02/finance-act-
* Section Wh) of Finance Act, 2020

({\‘
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clevant dcduct.xons that should be recognized in de ’

gnd income subject to tax for insurance compani termining premiums

es.

The Finf\ncc Act 2020 further amended Section 3

reducing the minimt.:m tax rate from 0.5% to0 0.25% of3 Of the CITA by

franked investment income, for tax returns prepared anirf(‘)TS turnover less

of assessment falling between 1" January 2020 and 31" ‘D‘;d for any year
(both dates inclusive).” Based on the timeline provided focchmbcr -

minimum tax, it would appear that affected companies Canrﬁtl:a;m“f“‘d:
returns for the period already past to claim a refund or at the least establish
a credit to be atilized for future tax obligations in respect of minimum ;x
already paid for the year.” Thus, this provision is a response to the impact
ofthe COVID-19 pandemic on businesses.”

f. Amendment of Section 23(1) of CITA
The Finance Act 2020 amended Section 23 (1) of the CITA to align the
conditions for tax exemption of dividend and rental income received by
real estate investment trust (REIT) companies from taxes as provided in
section 23 (1) (b)(c), with the provisoin 23(1)(s).”

It is to be noted that under the Finance Act of 2019, there were two

provisions (that is, Section 1(b)(c) and Section 1(s)), stipulating varying
conditions for exempting dividends and rental income earned by REITS

from taxes.” This instant amendment by

provided clariﬁcation that dividend and rental income receiv
’ h REIT distributes a M

should only be tax exempt where suc
75% of such dividend/rental income within 12 months of earmn

income.

Finance Act 2020 has now
edbyaREIT
inimum of
ing the

" 30fFinance Act, 2020
ighigh Loung, ‘Nigeria: Highlights of Finance Act 202
”132 inance-act-2020> accessed on 16 July 2021
" tion | 1
i Vit Ai(::)ztaf; I;mance Act, 2020
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earller introduced by llu-‘l"'mnm'v Act, 2019 4 |u-:
{pens (he duplication of income foy Ineentiye,

nenten In Nigerin,
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The Jinance Act, ’

he ( 1A The fmplie
| B
rencinded (he tax-A1e

al pnulm‘llm
g 10

f(ural sl

periot

agriculiu
deletion appent
granted 10 RE! e

jony In respect of iy pandemle, yyy,

( onstderations for Donnl )

cllmm‘ormlwl_'Nlucm'y ‘

The Pinance Act 2020 amended be Py ‘
two now sub-parageaphs (1L.e. "l""“ﬂ”'l""‘ Hane »‘ ). 1y Vilhlwnl this
amendment, donations In ronpect ol nny |)|::m|unm-.. nadural disaster o
ofher exigency are Lo become tux deductible,

Accordingly, donatlons made Lo uny Fund wel up l»y' the Federal
Government or any State Government, or to any agency designnted by the
Federal Government or to any similar Fund or purpose in consultation
with any Miniutry, Department or Agency of the Federal Government, fn
respect of any pandemie, nataral disastor or other exigency nre deductiblo
for tax purposes,” In this regard, the cost of in=kind donntions made shall
be allowed as deductions and where companies have either procured o
manufietured items for contribution, the cost of purchime, manufaclureol
wupply of such In-kind contributions shall be allowed s deductions. I
order to be entitled to such deduction, o company must provide requisite
exclusively und necmnmuldly ln:u‘.-.Q,I:l"lm“.lum a8 Hia “._,W,‘,.,. ‘,,'('
""""'“‘““""”""“"I"yul'um1,,_“ red in mlnliun‘ (0 (he procuremett

‘ nd contributiony, "

otion 25 of the CITA by illluullu'nu.

"Neetlon 1001 ol Finanve A, ;
e _ @A 2030
; ﬁm"liuyu H ol Finnnee Adl, 2000 3

1
“ﬂ_ > SR |
..":":‘u..u),-nu,u.tq onpanten Tnvuine Tux At .
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; ; Act. 2020however lim: "23:1187
Thel:mance ) £ ever limit the amount of g 4
sllowed in respect of donations in thjs o - HCtions that can b

2 2 "
Jllowable for deduction in respect of donation mye byh;l > the amounts
ompany in an
y

vear of assessment shall be limited to 10% of asses .

deduction of other allowable donations made by thé (-:O:Ia le graﬁts after
jt is clear that this particular amendment providespZ:y.' .
compﬁllies in respect of any donation made to the Go\v‘ct;eﬂtlw'e to
COVID-19 pfmdemjc or other future exigencies donationlsmtr;t tf;::
Go\mmeﬂtﬁ Such donations are now allowable deductions for tax
pn'poaﬁ-;‘ . subject to providing the requisite documentation evidencing
same.

L Expansion of scope of non-deductible penalties or fines for income tax

purpos¢
The Finance Act 2020 amended Section 27(k) of the CITA to expand the

scope of non-deductible penalties or fines for income tax purpose.” This
amendment alters the provision of section 27 (k) to include penalties or
fines pursuant to legislations enacted by the State House of Assembly, as
epposed to the former section which provided for only those legislated by
the National Assembly.”

L Gﬁltﬁz:m-(nownstram()peﬁmns) ) o -
Based on existing legislations, companies engaged in gas utiization ™
downstream operations are able (0 take advantage of mmeb mntzz
form of tax holidiays in respect of the same qualifying capital Penct

s £
wnder the CTTA., Petroleum Profit Tax Act and the Industrial Developmen
(ncome Tax Relief) Act (IDITRA)."

g e Commpumies lncome Tax Act 2000 (s amended) i
Ty er ‘L‘.‘mﬁ _}L ot ~<aferts ol

- & W % sl
:‘Q‘t 2] ,.E? fm&-—:h:\ﬂmmd‘!
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e Act, 2020 has however amended Section 39 of th
The l-:lf]anthat companics engaging in atrade or business of -
Pm;;i:;ﬁtream operations cannot claim the tax-free Period !
in ded under section 39 of the. CITA, where such Companie, r:,wc
ther incentives under any law ip Nigeri, é,l"c
business of gas utilization in the g, » With
f this amendment is that a limitatjy, g nam
f incentives that may be Claimeg

¢ ('I[A h‘
Util i, !

oy,

provi
already claimed any O

respect to the trade or
sector.” The implication 0
been put in place in espect O | -
companies engaging in,as utilization businesses, downstream sty

Nstre
Oy
by
n.

Penalties for Inaccurate Self-Assessment Returns

The Finance Act 2020 amended Section 53 of the CITA by substituting th.
former provision with a new provision. The new provision of Section 53
of CITA introduces penalties and interest for deliberate filing of incorrec
tax returns which were not provided for under the old provision of Sectio:
53 of CITA.” By virtue of this amendment, where a company, by
deliberate and dishonest act, the returns filed fail to declare the true ané
correct amount of profits or tax payable by the company, the company i
immediately liable to pay any outstanding tax so identified and assessed.”
The outstanding tax shall be subject to penalty and interest which s
f:;"s“e fromthe dzzteitshe incorrect retl.xm was filed.” o

mimammme“d“:f”pmm a“;:;@:“a; tos. dl-scourage a.nd penalize dehberi

Bt es. II-IS thf:refore important for comp==

4 - 0 contained in tax returns filed is correct &

‘ s void being aec
the tax alnhomy as delibe: - ?

y
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K. Filing of Tax Returns by Non-Resident C
The Finance Act, 2020

by making

ompanies

amended the provision of Section 55 of the CITA
specific provisions regarding filing requirements for Non-
resident Companics (NRCs) that have a taxable presence in Nigeria.” This
amendment  provide a framework for the filing of tax returns by non-
resident companies,

By virtue of this amendment, where any non-resident company derives
profitoris taxable in Nigeria, such non-resident company will be required
to file a tax return with the Federal Inland Revenue Service (FIRS)
consisting of its full audited financial statements and those relating to its
Nigeria operations (attested to by an independent qualified and certified
accountant); tax computations based on profit attributable to Ni geria, duly
completed self-assessment forms, amongst others.” Thus, based on this
amendment, non-resident companies are now required to file income tax
returns, along with their global audited financial statements, and audited
financial statements for their Nigerian operations.

However, for non-resident companies performing business activities in
Nigeria, for whom WHT constitutes final tax (such as non-resident
companies eaming passive income or providing technical/professional
management/technical services remotely), the requirement to file the tax
returns (stated above) will not apply.*

The amendment to Section 55 of the CITA also empowered the FIRS to
require small and medium companies to file income tax returns using a
form of account that it may specify, other than audited financial
statements,” The amendment further provide that the FIRS may, by a
notice, specify a different form of account to be included in tax returns of
small and medium companies, other than audited financial statements.” A

ilnd

e
" s i vy
. Jection 16 of Finance Act, 2020 ‘ p——
“‘;::;m 55(1A) of Companies Income Tax Act, 2020 (as amended) : sl
’M ; T -

] YL
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