
   

 
 
 

          HOW THE 2019 FINANCE BILL AFFECTS  
       CORPORATE ENTITIES. 

         
Introduction: 
 
It is no longer news that presidential assent has been given for the Finance Act, 2019. As a 
follow up to our Newsletter on how this new law affects Micro, Small and Medium-sized 
Enterprises, this 2nd Newsletter on the Act looks at how other Corporate Entities are affected, 
and the implications of these. 
 
This requires a brief definition to delineate between the MSMEs and our “Corporate Entities”. 
Micro, Small and Medium-sized firms by OECD statistics are non-subsidiary independent firms 
that employ fewer than a given number of employees, with employee limit varying from 
economy to economy. Our operative parameter is that Micro Enterprises are those with not 
more than 10 employees but not less than 5; while Small and Medium firms are those with 
not more than 50 employees.  
 
However, from the taxman’s point of view it appears the new Financial Act, 2019 appears to 
have used annual turnover to delineate MSMEs from other corporates with the limit of N25 
million turnover threshold. 
 
So, in this Newsletter “other Corporates” would mean business entities with annual turnover 
above the non-tax paying threshold, that is, above N25 million. It is recommended that 
Corporates read this 2nd Newsletter together with the 1st one released on 14th January 2020, 
as we will not repeat many of the information already disseminated. 
 

 TAX/CUSTOMS EXCISE LAWS & CORPORATES IMPACT FOR CORPORATES 
1 For companies with turnover between N25 million 

and N100 million, a lower rate of companies’ 
income tax of 20% will be charged. Instead of the 
company income tax rate of 30% before now, any 
company whose total sales fall between N25 million 
and N100 million will only pay 20% as companies’ 
income tax. 

If not muddied by tax 
regulations, this has the 
potential of eventually 
enlarging the tax net as it will 
allow new corporates a 
breather to grow their 
businesses, without the 
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contention of immediate 
assumed tax assessment. 

2 Banks to request for Tax Identification Number (TIN) 
before business accounts will be opened for 
corporates; and existing account holders must now 
provide their TIN to continue operating their 
accounts, otherwise, access to bank accounts will be 
restricted. You can apply for your TIN online at 
https://tinverification.jtb.gov.ng  
It should not take too long to get. 

There will be no room for 
gaining the tax system 
anymore with creative 
accounting. Where available 
technology is well deployed 
this provision will surely 
expand the tax net. It will get 
the economy much needed 
tax income for (hopefully) 
provision of social amenities 
and services. It also makes the 
Corporates responsible 
citizens of this economy. 
 

3 The new law amends the Capital Gains Tax (CGT) Act 
to create exceptions for Group Reorganizations, 
where (1) the company’s assets are sold to a 
Nigerian going concern, (2) such sale is for better 
organization of the trade or business, and (3) the 
entities involved are within a recognized group at 
least 365 days before the transaction for which an 
exemption is sought. This is contrary to previous 
practice under CITA (Section 29(9) that required 
written approval of FIRS for a CGT Exemption. 

Before now, companies that 
needed savings on CGT would 
have had to apply for a CGT 
Exemption (which was hard to 
secure). Now, all such a 
company need do appear to 
be to comply with the three 
identified pre-conditions 

there: 👈,	and the exemption 
should be secured. It has no 
provision for administrative 
bottlenecks. One can only 
hope this is left as is in the Act. 	

4 Where there is compensation for loss of 
employment, the new Act raises the compensation 
threshold before capital gains tax can be charged 
from the previous N10,000 (Ten Thousand Naira 
only) to N10 million. 

There should be more money 
in the pocket of anyone who 
gets compensated for loss of 
employment because such 
compensation will not be 
subject to CGT unless it is 
above N10 million. More 
money in the pocket should 
boost spending in the 
economy and kick in its 
multiplier effects. 

5 The Act now provides clarity on the tax 
consequences of RSLTs± (Regulated Securities 

These provisions will boost 
investor confidence because it 

 
± RSLT requires the borrower provides the lender with collateral (in the form of cash or non-cash securities) of 
value equal to or greater than the securities loan, factoring in an agreed-upon margin. Under the Nigerian 
Stock Exchange Regulations (http://www.nse.com.ng/investors-site/becoming-an-
investor/FAQs/Overview%20of%20Securities%20Lending%20and%20Borrowing.pdf), once a security is lent, 
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Lending Transactions) which typically involves 
exchange of shares between a Lender, a Borrower 
and a Lending Agent for short selling in a regulated 
securities market. Under the new Act, (1) Any 
exchange of security and shares between the 
constituting parties described above which is 
returned (i.e. not followed through with) will not be 
taxed; (2) WHT (withholding tax) will be deducted 
on any interest element only at the point of 
payment to the Borrower. Where any such payment 
is made through the Lending Agent, such Agent will 
be responsible for payment of the WHT, and if 
interest is paid directly, it is the lender who would 
deduct WHT; thereby eliminating the possibility of 
double taxation; (3) WHT will be paid on Dividends 
only at the point of payment to the Lender; (4) 
Documents, shares and securities relating to RSLT 
are exempted from stamp duty. 

clarifies what tax is payable 
and removes the tendency of 
double taxation parties to 
RSLTs would have been 
subjected to. It should also 
eliminate “unseen” barriers 
that encourage gaming the 
system (if you know what I 
mean 😜) This should deepen 
the RSLT regime and also 
simulate more activities in the 
capital market; and this can 
only be a good thing for real 
sector of the Nigerian 
economy. 

6 Prior to this new Act, under CITA,  for Life Insurance 
companies, all investment income less management 
expenses (including commissions) are taxed 
“subject to limitation allowed for non-life insurance 
companies”± In addition, after all deductions have 
been granted to them, life insurance companies 
must have 20% of their gross income available for 
taxation (taxable profit)±,, which again is different 
from the general minimum tax provision±. The 
implication of this is that insurance companies 
suffer more tax burden than other corporates, until 
now. Under the new Act, the investment income 
captured for tax is limited.  
 
 
 
 
 
 
 
 
 

By Section 4 of the Finance 
Bill, the investment income 
captured for taxation is now 
limited only to income derived 
from investment of the 
shareholders’ fund. This 
should allow for tax 
exemption for any investment 
income earned on funds from 
insurance policy holders, not 
from shareholders or 
investors. This ought to give 
opportunities to Life Insurance 
companies to invest 
anticipated extra liquidity with 
adequate tax planning. We 
note however that the Bill 
does not define what 
shareholders fund is, which is 
a lacuna that can be 
misinterpreted, and therefore 
subject to abuse. 
 

 
the legal title of that security passes from the lender to the borrower, but any benefits arising from corporate 
actions and/or dividend payments are retained by the owner. The lender only regains title when the securities 
are returned by the borrower.  
± Section 16(2)(a),(8), CITA. 
± Section 16(9)(c), CITA. 
± Section 33(1), CITA. 
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Another amorphous provision of CITA in relation to 
a general insurance company on the way out is the 
general insurance minimum tax which provides 
that after deductions and capital allowances, such 
companies must provide an amount of at least 15% 
of taxable profit for taxation – Section 16(8)(b), 
CITA. Experience shows that many general 
insurance companies employed this ‘loophole’ to 
their advantage, so long as they had great Tax 
advisors! 😎 

The new Act has removed this 
ambiguous provision of 
Section 16(8)(b) of CITA. The 
obligation to pay significant 
minimum tax where insurance 
companies make losses has 
now been removed.  
 
This can only boost investor 
confidence in the insurance 
sector.  

7 Under Section 16(7) of CITA, tax losses for both life 
and general insurance can only be carried forward 
against profits from the same class of insurance 
business for only four (4) years of tax assessment. 

Section 4(b) of the new Act 
deletes the part of Section 
16(7) of CITA which limits the 
term for which tax losses can 
be carried forward.  
 
This should bring the 
insurance sector in alignment 
with other sectors of the 
economy on how tax losses 
are treated and gladden the 
hearts of insurance 
businesses.  
 
NIACOM should be happy. 

8 In the Energy sector, corporates in the downstream 
and upstream operations also have a lot to look out 
for in the new law. For example, CITA grants a series 
of incentives to a company engaged in gas utilisation 
(Sections 39), which incentives include: (a) tax free 
period, minimum of 3 years, maximum of 5 years, 
depending on “satisfactory performance of the 
business”1; (b) as an alternative to ‘a’ above, 
additional investment allowance of 35% provided 
the value of the asset is not diminished, and any 
company who claims this cannot also claim the 
additional investment allowance of 15% provided 
for elsewhere in the section; (c) accelerated capital 
allowance of up to 90% (with a 10% retention) for 
investments in plant and machinery, even after the 
tax-free period; (d) tax-free dividends during the 
tax-free period; (e) tax deductibility of interest 
payable on loans obtained for a gas project. 
 
Specifically, for corporates in the upstream sector, 
the Petroleum Profit Tax Act (PPTA) in Section 60 

Section 39 of the Finance Act 
modifies Section 39 of CITA by 
providing that: (a) during the 
tax-free period capital 
allowances will be computed 
and assumed utilized, allowing 
the company to claim capital 
allowances on the tax residual 
value of Qualifying Capital 
Expenditure (QCE)2 (b) 
Ministerial approval for tax 
deductible interest 
completely removed, freeing 
up this particularly 
cumbersome administrative 
procedure that has caused 
headaches for many. 
 
 
The repeal of Sections 60 of 
PPTA and Section 43 of CITA 
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exempts their dividends paid out of petroleum 
profits from further tax because of the higher 
corporate income tax these corporates pay. The 
implication of this is that unlike for other 
companies, WHT was not charged on dividends 
from upstream operations. CITA in Section 43 
supports this. The Finance Act repealed Section 60 
of PPTA and Section 43 of CITA. 

means that for corporates in 
the upstream sector of the 
petroleum industry will now 
have to pay WHT on its 
dividends, at either 10% 
(which is the current rate) or 
7.5% (where the dividend is 
payable to recipients of a 
treaty country). Remember 
that these dividends are from 
profits already charged to 
Petroleum profits tax. 
Remember also that tax rate 
on upstream oil and gas 
exploration is already at 85%! 
Potential for this to affect the 
valuation of assets of 
corporates in this sector is 
quite high, and a fortiori affect 
the competitiveness of these 
corporates in the future. 
 
For us it appears the clear 
winner with the provisions of 
the new law in this sector 
would is the revenues of the 
government. Ironic because if 
corporates in this sector 
become uncompetitive, these 
revenues will dwindle!  
 
A tax consultant should 
therefore be in a position to 
assist affected companies 
assess the impact of the 
changes wrought by the new 
law. 

9 Corporates in the Consumer and Industrial Products 
industry should also be interested in what the law 
has in stock. The Finance Act amends some aspects 
of the Custom, Excise Tariff, etc. (Consolidation) Act 
(CETA), to bring importation of excisable products at 
par with locally manufactured products. Before now 
under Section 21, CETA companies only paid excise 
duties on their locally manufactured products. Now, 
excise duty will be paid on imported products as 
well, levelling the playing field as it were.  

This provision imposing excise 
duties on imported products 
comes at an auspicious time 
for local manufacturers given 
the anticipated impact of 
African Continental Free Trade 
Area Agreement (ACFTA). It 
should ensure some form of 
level playing field for local 
manufacturers. 
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We had in our 1st Newsletter explained the change 
in VAT on goods and services from 5% to 7.5%. So, 
please get the said Newsletter with this link: 
http://www.adewaleadeniji.com/2020/01/15/how-
the-2019-finance-bill-affects-smses/  The only thing 
to add on what we said on VAT is that since the 
release of the Newsletter the Honourable Minister 
of Finance has now confirmed that the new VAT 
regime will commence from 1st February 2020.  
 
 
 
 
 
 
Still on VAT, the Finance Act has included a 
definition of “basic food items” for the purpose of 
VAT exemption, ostensibly to ameliorate the impact 
of the increase on consumers. Defined therein 
include agriculture and water based staple foods 
(read items like raw and processed cereal products, 
bread), raw and unprocessed culinary herbs, refined 
and unrefined starch etc. It also clearly states that 
services provided by Microfinance banks, tuition 
fees for nursery, primary and secondary education 
are also VAT free. 
 
Where a Nigerian company pays out dividend that 
exceeds its taxable profits, Section 19 of CITA allows 
FIRS to apply the Excess Dividend Tax (EDT) rule to 
apply a tax rate of 30% on the dividends. This is 
regardless of whether the dividend is paid out from 
tax-exempt income or retained earnings that had 
previously been taxed. A classic case of double 
taxation if there ever was one! Now, if your business 
has a holding company structure you would have 
had to contend with this issue. 

 
The VAT increase will 
negatively impact value chain 
companies, as it will increase 
their cost of operations, 
because consumers at each 
value chain level will have to 
pay VAT for the products of 
their supplying chain. VAT in 
Nigeria as currently 
administered passes the 
indirect tax burden to all levels 
of consumers. The only body 
this system seems to serve 
well is government revenue.  
 
 
 
 
 
 
 
 
 
 
 
 
 
The new Finance Act has 
removed the application of 
EDT to (a) dividends paid out 
of retained earnings which 
had been previously taxed; (b) 
dividends paid from profits 
that are tax-exempt; and (c) 
distributions made by a real 
estate investment company. 
For the Tax consultant though, 
note that it is prudent for your 
clients to keep proper track of 
profits from the above-
mentioned exempted sources 
to avoid the Taxman invoice 
on them! 
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Conclusion: 
 
The changes highlighted above are only but a few of the changes brought in by the new law. 
Please contact your Tax advisors for a full list of these and what implications they may have 
on your business. Also, please bear in mind that Nigeria has, with the assent to the 2020 
Appropriation Act, reverted to a January to December budgeting format; and with 
government’s promise that each new Appropriation Act will be accompanied by a Finance Bill 
of its own, the effects discussed above, and as many more as may be highlighted by your 
Advisors, might have a shelf life of one calendar year. Note this for your strategic planning. 
 
Please further note that the content of this Newsletter is intended to provide a general guide 
to the issues discussed. Specialist advice should be sought about your specific circumstances 
and needs. 
 
If you have need for any further clarification please email us at info@adewaleadeniji.com, or 
call us at 08033085177 or 08023385561. 
 

 
Chief Adewale Adeniji 
General Partner 
www.adewaleadeniji.com              
17th January 2020. 

1 Another subjective phrase that has been severely maligned in its interpretation by tax authorities. 
2 Capital allowance in Nigeria is a claim against the assessable profits of a company. It spreads the tax relief for 
the cost of a qualifying capital expenditure (QCE) over some years. A company cannot reduce its taxable profits 
with depreciation expense and capital allowance. 
 

 


