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The objectives of the new tax policy were to guide the 
operation and review of the tax system; provide the basis 
for future tax legislation and administration; serve as a 
point of reference for all stakeholders on taxation; provide 
benchmark on which stakeholders shall be held account-
able; and provide clarity on the roles and responsibilities of 
Stakeholders in the tax System.

The Ministry, in the new tax policy, identified the need to 
create a competitive edge by reducing the number of taxes 
in order to aid its administration and avoiding the possibili-
ty of multiple taxation. This would help reduce the negative 
impact on the taxpayer.

A situation where an individual pays rates and licenses to 
local government, sales tax and personal income to the 
state government and at the same time pays VAT to the 
federal government is not one that will encourage volun-
tary compliance.

In its hopes to increase tax revenues, especially CIT and 
VAT, the government projected Customs collection to 
increase from N862 billion in 2016 to N921 billion in 2018 
and CIT to rise from N1.87 trillion in 2016 to N2.23 trillion 
in 2018.

The National Bureau of Statistics (NBS) stated that in the 
first quarter of 2021, the total value of Company Income 
Tax(CIT) collected was N392.8 billion, which was 32.8% 
more than the N295.7 billion collected in Q4 of 2020.

There is also the establishment of the Free Zones Tax 
Administration unit to coordinate all tax matters relating to 
the Oil & Gas Free Zone Authority; which is responsible 
for attracting foreign direct investment in relation to oil and 
gas and other hydro carbon, as well as registering, licensing 
and regulating oil and gas free zones in Nigeria and Export 
Processing Zones; companies operating in these zones are 
to be exempt from income taxes provided that all the goods 
produced by these companies are for export. 

2

INTRODUCTION
The Nigerian government, aware of the challenging nature 
of reinventing the tax system but keen to do so due to its 
rewarding nature, has set about achieving this through a 
number of policy reforms.

It also aims to integrate e-filing, more aggressive actions 
like proposed joint tax audits and tax authorities’ collabo-
rations, enforcement of 30 per cent advance CIT on inter-
im dividends, use of consultants for tax reviews. 

The proposed 2016 national budget showed lower depen-
dence on oil revenue with 19 per cent expected to be 
earned from the oil sector in comparison with 48 per cent 
in 2015.  In 2018 the oil sector contributed 9.61 per cent to 
the country’s GDP, which was 0.83 per cent more than it 
contributed in 2019 while the non-oil sector contributed 
90.39 per cent to the GDP. The statistics provided by the 
National Bureau of Statistics (NBS),  shows that in 2019 
the contribution to the GDP from the oil sector dropped; 
the oil sector contributed 8.78 per cent and the non-oil 
sector contributed 91.22 per cent. 

According to the data published by the NBS, in 2020 the 
oil sector contributed 8.16 per cent to the country's GDP, 
while the non-oil sector contributed 91.84 per cent.

Making taxation the pivot of the national budget is a key 
vision of the FIRS in order to increase the contribution of 
tax revenue to GDP. The FIRS does this by setting a 
certain percentage of non-oil revenue to GDP in its yearly 
performance targets.

The FIRS is keen to work to de-emphasize reliance on 
earnings from petroleum for national development; devel-
oping and growing the non-oil sector taxpayer database; 
encouraging all tiers of government to be self-reliant in 
internal revenue generation through taxation; developing a 
tax paying culture through friendly, albeit strict enforce-
ment strategies.

The Ministry of Finance in 2016 reviewed the National 
Tax Policy that had been in existence since 2012, in order 
to produce a slim, simple and concise revised policy with 
clear implementation and monitoring strategies for stake-
holders in the Nigeria tax system. 
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This scheme included all taxable entities home and abroad 
and applied to all taxes. It was in two phases; the first phase 
was from July 2017 – December 2017 and the second was 
from January 2018 – March 2018, with an extension to June 
2018 granted by the Federal Government.

The first phase was described as the lenient phase where 
anyone who came forward during this phase will be com-
pletely immune from prosecution, interest and penalties. 
The second phase however was described as less lenient as 
there was interest charged on overdue taxes. 

This type of scheme has been effective in other parts of the 
world in generating much needed revenue. 

In Argentina for example, $116.8 billion was declared in a 
2017 tax amnesty, mostly from abroad, helping the govern-
ment collect $10 billion it needed to meet its target for a 
fiscal deficit of 4.2 per cent Gross Domestic Product. 
Analysts estimated that some $400 billion in undeclared 
funds were being held outside Argentina before the amnes-
ty.

Indonesia, a country with an equally corrupt government 
and low tax-to-GDP ratio of 10 per cent  also held an 
amnesty that ended in March 2017. $350 billion assets 
previously hidden from authorities was declared, equivalent 
to 40 per cent of its GDP and 90 per cent of the money 
supply and revealing of the epic scale of tax-dodging. The 
government was able to collect just under $10 billion due to 
the generous terms on offer.  

It was described as one of the world’s most successful in 
terms of revenue raised and the revenue would help replen-
ish government coffers at a time when revenue is desperate-
ly needed. 

The Nigerian Government was hoping for the same results. 
The Minister posited that the scheme would “bring into the 
tax system people and companies who are not in it but 
should be, which will yield significant future tax revenues, 
too. It will also bring Nigeria into line with international 
best practice and contribute to global efforts to combat 
illicit financial operations. We are working closely with our 
international partners to ensure the successful rollout of 
this scheme.”

These tax-free zones are created for a special dispensation 
for a particular economic activity in order to attract, retain 
or increase investment in that particular economic activity.  
In creating these tax-free zones, the benefit to the entire 
economy is the paramount consideration in order to avoid 
its misuse by Government officials.

To achieve the above, the Ministry of Finance in the 
National Tax Policy advised that there be strict compliance 
with legislative provision for granting tax holidays and it 
should be restricted to instances, where there are over-
whelming reasons for the grant.

The Federal Government tapped into the Lagos State 
system of taxation and in 2015 appointed the immediate 
past chairman of the Lagos State Internal Revenue Service 
(LIRS) as the new chairman of the FIRS with the hopes that 
the policies used by the LIRS, which increased tax revenue 
generation by N120bn in 6 months ould be implemented on 
a federal level.  In 2018, during the chairman’s tenure he 
achieved the highest level of revenue collection Nigeria has 
seen. The FIRS collected N5.3 trillion in tax revenue and 
53.7 per cent came from the non-oil sector.

The Nigerian government also launched the Voluntary 
Assets and Income Declaration Scheme, in which anyone 
who voluntarily declared previously untaxed assets or 
income would avoid the usual penalties, interest charges 
and prosecution.

A modest target of $1 billion was set, and this scheme was 
the first step in creating a culture of tax compliance in 
Nigeria. 

The Minister of Finance in a piece for Financial Times, 
opined “The number of taxpayers in Nigeria, relative to the 
size of our economy, is one of the lowest in the world at 
only 6 per cent. Such underpayment of tax is unacceptable 
and hits the poor the hardest. It must stop.”

She went further to say, “While some of the richest people 
in the country have long evaded paying their fair share of 
tax, we accept that the system has not always facilitated tax 
collection.”
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With the scheme now completed, it recorded a significant 
progress as tax receipts improved by 42 per cent. The FIRS 
was able to achieve 75 per cent of its total target for 2018 
due to the program.

A Nigerian economic expert commenting on the develop-
ment was quoted as saying “This improvement is as a result 
of the present administration’s policies of expanding the 
nation’s tax base and blocking revenue leakages. The 
performance report for the first half of 2018, when 
compared to the same period in 2017, shows clearly, the 
impact of the government’s strategy in improving the 
non-oil revenue.”

The Minister also reiterated the need of the Government to 
ensure it has a robust tax policy. The Government is there-
fore working on enforcing its tax rights on online business-
es, entrepreneurship and others such as the film industry.

The Minister of Finance, in an attempt to widen the tax 
base, enjoined salary earners operating other businesses to 
also pay tax from their profits in these businesses.

The government, recognising the fact that a wide network 
of international and regional treaties would be beneficial in 
not only effectively implementing this scheme but also 
going forward, in 2017 signed two multilateral agreements 
with the OECD.

The first is the Multilateral Convention to Implement Tax 
Treaty Related Measures to Prevent Base Erosion and Profit 
Shifting, which is a legal instrument designed to prevent 
base erosion, profit shifting and treaty shopping by multina-
tional enterprises. 

The second is the CRS Multilateral Competent Authority 
Agreement, which aims to implement the exchange of 
financial information of Nigerian nationals who hold bank 
accounts in any of the fellow signatories.  

The government has also started profiling taxpayers, where 
it compares the amount of income declared by taxpayers 
with the value of properties – this includes homes, vehicles, 
etc. - registered to these taxpayers overseas and in Nigeria. 

It does this in order to identify those whose lifestyles and 
assets are not consistent with their declared income. 

There was however some doubt as to whether this could be 
achieved. Beyond leniency, political will played a crucial 
role in Indonesia and such political will seemed to be 
absent in Nigeria. 

The government, in showing its intent to effectively carry 
out this project, in November 2017 identified 500 Nigeri-
ans, some of them prominent, with assets abroad and had 
been dodging tax.  The Minister of Finance advised these 
individuals to take advantage of the tax amnesty in order to 
avoid prosecution and fines
 
There was however a problem in the fact that the statute of 
limitations for tax investigations is six years, this means 
evaders will only have to declare assets from the last six 
years.

The ‘ruling class’, already mentioned above, posed another 
problem. This is one of the major problems; the ruling class 
just do not pay taxes or at least enough of it. 

This problem therefore made it unclear whether the Gov-
ernment was ready to follow through with such a project 
that was likely to ruffle the feathers of the ruling class. Tax 
amnesties work if evaders believe there is a high risk of 
being caught after. The most culpable may not consider 
their threats credible.

Additionally, if there is a belief among Nigerians that it will 
be business as usual once the project is over, only very few 
will declare their assets. 

Nigeria’s tax culture makes one cynical about even the 
most well-intentioned policy and without confidence in the 
credibility of tax enforcement after the amnesty window, 
people have little incentive to come forward.

The government identified two ways to prevent this from 
occurring, the first is to enlist the help of international 
experts who will help the government trace assets held by 
Nigerians, and the second is publicly name and shame the 
evaders who failed to declare their assets, as well as ensur-
ing these tax evaders are prosecuted after the period has 
elapsed. 

Through the amnesty window, the number of Nigerians 
paying taxes increased from 14 million to 19 million. 
Unfortunately, however, the scheme was only able to raise 
N30 billion as opposed to the projected N350 billion.
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By virtue of indirect taxes being easier to administer and 
more difficult to evade, there has been a shift from direct to 
indirect taxation in order to stimulate growth in the econo-
my.

What is more, the government proposed lower rates of 
direct taxes by reducing the right of tax on small and 
medium enterprises from 20 per cent to 15 per cent and a 
removal of VAT on residential properties.

The FIRS has been mandated to determine a threshold of 
turnover for companies and other business entities, below 
which there will be no obligation to charge or remit VAT, 
entities with a turnover level above the decided threshold 
would be required to fully comply and it will be strongly 
enforced. 

The FIRS Large Tax Offices has also been established in 
order to deal with the biggest contributors to income tax 
revenues and ensure their compliance.

The FIRS plans to increase non-oil tax revenues by improv-
ing tax compliance, broadening the tax net, by employing 
appropriate technology, and tightening the tax code; as well 
as the introduction of indirect taxes to capture a greater 
share of the non-formal economy. 

The Ministry of Budget and National Planning in the Nige-
ria Economic Recovery and Growth Plan 2017-2020 iden-
tified areas in which other Ministries of the Government 
could also help in tax revenue generation. The Ministry 
itself is mandated to conduct a broad audit campaign to 
identify under-filing taxpayers. 

The Ministry of Transport was mandated to increase tax 
payment verification prior to licensing of vehicles while 
the Ministry of Justice is to improve tax compliance by 
engaging non-compliant taxpayers and making them 
comply.

It is believed that these initiatives when completed will 
increase revenue and consequently reduce the financing 
deficit over the Plan period. 

The Joint Tax Board has also suggested a number of strate-
gies at boosting government revenue. These include; 
issuing an executive order and  enforcing same against 
illegal collectors of taxes; building tax institutions to 
enhance skills of tax officials; setting performance targets 
for revenue authorities to drive performance; improved 
collaboration among the various tax authorities through 
continuous support to the Joint Tax Board; improving the 
level of voluntary compliance through taxpayer enlighten-
ment programs and judicious use of tax revenue. 

Other agencies of the Federal Government have also been 
charged with helping the Federal Inland Revenue Service 
in carrying out its mandate, to this end, the Economic and 
financial Crimes Commission in December 2017 recovered 
a staggering N127.7 billion from 6 banks in unremitted 
withholding tax on dividends and remitted the amount to 
the Federation Account. 
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