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Context setting




Macro economic factors necessitating tax reforms in Nigeria

Interest rate hikes Deteriorating fiscal

Sluggis e :

economic el and high cost of and external weakness & dollar

growth environment doing business and balance illiquidity
governance

Weak investor High poverty Epileptic power Insecurity High emigration
confidence rate | supply
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Fiscal Consolidation as one of the pillars of reform

Pre-existing
economic
frailties

Fuel subsidy
removal

* Unsustainable

Sluggish growth

Inflationary subsidy payment
pressure * Freeing up funds for
Debt burden capital projects
Fiscal deficit e Addressing the
Forex arbitrage corruption &
Infrastructure opaqueness of fuel
deficit import

Foreign
exchange
reform

Interest rate
hikes

* Positive real rates
to attract FPIs

* High borrowing
costs

* Rising default rates
(non-performing

Rate Unification

Forex arbitrage &
roundtripping

Reserves required to
defend Naira

Sanitizing the black mkt
Attracting FDI

| | loans)
Mprove supply e Credit crunch and
Ny crowding out effect

+

Fiscal
consolidation

Tax and fiscal
reforms
Aggressive
revenue drive
Deficit financing
Streamlining
agencies
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Challenges with Nigeria’s Tax Environment

Low tax penetration and yield:
Nigeria has been dependent on oil and gas revenue.

Multiplicity of taxes and agencies
Multiple taxes are imposed on the same income by different
agencies.

oo
oo

Fiscal federalism:
Revenues is not allocated to reflect fiscal planning at all government
levels.

=0
=0Do
=0o

Ease of doing business:
Several businesses have exited the Nigerian market in recent times.

New business models:
There are emerging business arrangements and industries.

©®
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oo Outdated and fragmented laws:
oo Laws are out of tune with new business realities.

Cumbersome processes and low tax morale:
Cumbersome requirements and rules result in low tax morale..

®

00 Limited technology deployment:
HHH No standard technology platform for use in compliance.



Tax reforms in recent years

National Tax
Policy

Changes in
legislation

Technology &
Digitalization

Amnesty, Local & Global
Palliatives & Collaboration
Enforcement
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Revised National
Tax Policy 2017

Clear policy
direction but
limited follow-
through &
Impact

® ® ® @

4 Finance Acts
passed

Overhaul of the
WHT regulation

Significant
economic
presence (SEP)

Petroleum
Industry Act
(PIA)

FIRS Tax Promax

State IRSs have
introduced
technology

Fragmented
process limiting
national impact

VAIDS & VOARS EO|, CbC report, Pillar 2
Periodic interest and/or @ Inter-Agency & Local
penalty waivers EO/

Enforcement drive by BVN & NIN linkage with

Tax Authorities Tax & CAC Portal

Rising Collection



Understanding
the conceptual
_framework




Presidential Committee on Fiscal Policy & Tax Reform

AA

Revenue Economic Growth
Transformation Facilitation

Fiscal Governance

Critical Revenue
& Fiscal Reforms

Fiscal .
, Revenue Tax Policy Tax Law Reform . Implementation,
Fiscal . . . competitivenes
Administration Review .
Management s & Economic

Monitoring &

growth

Evaluation
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Short term fiscal interventions
Revenue leakage blocking

Short term palliatives

Revenue mobilisation opportunities
Focus on MDAs & GOEs

Emergency Economic Bill

Review National Tax Policy
Replacement of existing tax laws
Tax harmonisation

Consolidation of Revenue Agencies
Templates for subnational

Tax & Fiscal Reform Executive Orders
National Tax Amnesty Scheme
Revenue optimisation (tax & non-tax)
Increase Tax/GDP ratio, target 18%
Economic competitiveness

National taxpayer database



Regulatory Overhaul - Key Driver of the Critical Reform

Companies Income Tax Act, Capital Gains Tax Act, Federal Inland Revenue
Petroleum Profits Tax Act, Value Added Tax Act, Stamp Personal Income Tax Act Service Establishment
Duty Act and others Act
<
l l \ 4 A 4 A 4
Nigeria Tax Nigeria Tax Bill Joint Revenue Board Bill Nigerian Revenue

Administration Bill Service Bill
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Overview of the proposed tax reform bills

Nigerian Tax Bill @

The Nigerian Tax Bill
aims to provide unified
fiscal legislation

governing taxation in
Nigeria. The bill will
repeal eleven (11)
legislations and amends
thirteen (13) other
legislations.

Nigerian Tax
Administration

Bill

NTAB provides for the
assessment, collection,
and accounting for
revenue accruing to the
Federal, State, and Local
Government.
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Joint Revenue
Board Bill

JRBB will create a Joint
Revenue Board to
replace the Joint Tax
Board. The bill will
create a tax tribunal and
a tax ombudsman to
protect taxpayers’
interests and facilitate
dispute resolution.

Nigerian
Revenue Servic

Bill

NRSB establishes a new
federal tax authority, the
Nigeria Revenue Service,
to account for all
revenue accruing to the
FGN. It seeks to repeal
the Federal Inland
Revenue Service
Establishment Act, No.
13, 2007.




Contents & highlights
of the proposed
_reforms




Company
Income Tax

Personal
Income Tax

Value
Added Tax

apital Gain
Tax

O

Other
Strategic
provisions
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Key highlights of the proposed tax reforms

Company

Income Tax

Personal
Income Tax

Added Tax

Value

O

Other
Strategic
provisions

O

Phased reduction in CIT rate
from 30% to 27.5% for 2025
YOA to 25% for 2026 YOA
onwards.

Unilateral foreign tax credit

Capital gains to be taxed at
normal CIT rate .

Change in the threshold for
small business.

Incentives to be aligned to
investment with cost-benefit
analysis.

o

Marginal tax rate increase
for high income earners.
The graduated tax rates for
calculating personal income
tax has been altered.

Exemptions for individuals
within the vulnerable
income bracket.

Increased disclosure
requirements e,g net
emoluments.

Replacement of the existing
CRA with rent relief.
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Phased increase of the
applicable rate of 7.5% up to
10% in 2025, 12.5% in years
2026-2029 and 15% from
2030.

Expanded input VAT
deductibility.

Accelerated VAT refund.

E-invoicing implementation
and fiscalisation.

O

Unified rate for income and
capital gains.

Threshold changes on shares
and terminal benefits and
personal chattel.

Adjustment of threshold for
chargeable assets.

Gains on disposal of shares
with proceeds below N150m
exempted

O

Introduction of tax
ombudsman.

Excise duty on
telecommunication, gaming
etc services.

Overhaul and simplification
of the stamp duty
legislation.

Development levy:
Unification of other direct
taxes.

Overhaul of general
administration provisions. 14



Some exciting provisions of the reform

: Succor for vulnerable VAT exemption and Progressive tax for
Relief for SMEs C o
individuials SENEIYES HNI
[ ] L © | L O | L ® |
] ] ] U
Ravenue classification for N lincome tax exemption for\ Education, Health, Rent, \ Higher taxes for income \ VAT distribution formular
SME raised to N50m minimum wage earners Food, Public Transportation earners above N100m reviewed in line with
are exempted from VAT derivation principle
Income Tax exemption Income below N50m have Capital gains aligned with
no material change in tax VAT refund within 30 days business profits to Correction of headquarter
VAT exemption liability; tax burden lower manage tax planning and import duty
for people earning less VAT refund for zero-rated collection concentration
Exemption from WHT tax items Exemption on capital effect
obligations Terminal benefit & gains on shares with
compensation exemption Expanded input VAT proceeds below N150m

INOUITI
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Fiscal Federalism and Revenue Sharing — Current state

Oil Revenue Oil Revenue Custom & e Costof ) o,

(Market price - (Benchmark 93% Excise collection
Benchmark) price)
Companies
Cost of 0
96% Income FIRS collection 4%
100% 13% Tax
v v

Derivation Cost of

Share of Federation Share of
Account Revenue VAT pool

52.68% 15%
v v

Federal 26.72% Federal
Government 1 Government
State 20.60%
Government

v

50%

!

State
Government

35%

v

Local Local
Government Government
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Fiscal Federalism and Revenue Sharing

Federal State

Government

Governments

Local
Governments

Derivation

Application o
derivation rule
and the data used
for horizontal
allocation require
review
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orizontal allocation
formula

Population @
Landmass/ terrain @
Internally generated revenue @

Social development factors @

The principle of fairness
requires resolution of the
inconsistency between place of
value addition, place of
consumption and place of tax
filing

Derivation is currently tied to
place of VAT collection which
is often the Company’s
registered head office.

17



The new
direction




The new direction

Data centricity Focus on indirect tax
Technology, data and intelligence, Shift towards indirect tax in addition
resulting in greater transparency to ETR, total tax cost become a KPI

Fewer tax agencies

The streamlining of tax collection in

one body. o o

Tax reform direction
C O
What to expect

Fewer taxes and laws o’ | | 53
Consolidation of revenue ® o
administration per level of government.
Tax net expansion Efficiency
The reforms have an overall The reforms aim to make
aim of increasing the tax the tax system more
net. efficient.
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Simplicity
A simpler tax system to allow taxpayers

manage their tax obligations and
compliance

Targets 20%tax — GDP ratio

Nigeria had one of the lowest tax to
GDP ratio of 9.4% in 2023 (IMF)
globally.

19



The new direction

Technology & efficiency Responsible tax drive Social contract

Automation and data-centricity Higher tax take Active citizenship

* The role of the new NRB and data * Focus on tax take not tax rate « Socially conscious citizenship and
for tax project * Relief for the vulnerable and demand for accountability

* Application of the 80/20 pareto focus on large taxpayers e Tax morale and the role of tax
principle * Demand for improved business Ombud

* Widening of the tax bracket environment
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Coping with the emerging realities

Education Impact Assessment

Keep abreast of changing Every taxpayer will be impacted.

regulations is a critical need; For individuals, reassess your

webinars, access to network  tax position and plan ahead.

of compliance. Businesses require major
impact assessment and
remodelling
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Incentive Optimization

Optimise short- and long-term
incentives. Do not be obsessed
with changes with negative
impact. Identify potential tax-
saving provisions. Leverage
professional support.

Engagement

Stakeholder engagement while
the opportunity last. Trade
bodies and professional
associations should continue
their engagement to address
areas of possible concerns.

21



Concluding
thoughts




Concluding thoughts

Removal of bottlenecks

Technology, collaboration and impediments to the

and improved regulation overall tax administration

will expose defaulters. ; process. / —

: Align fiscal and monetary

policies. Clarify rules and
O O O apply consistently.

Tax transparency and

revenue mobilization O O O
pressure will remain on O O OOO OO
the increase. ’
: OOOO 00 O Accountability of
: O O tax revenue is one
' O o) of the greatest drive
The nation is confronted with O OO for tax compliance.
difficult choices. Collaboration :
between leadership and O O Of\
practitioners will drive /()

alignment.

23
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Thank You.
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Speaker’s Profile — Yomi Olugbenro

Yomi is a Partner in our Tax & Regulatory Services and leads the West Africa tax business of
the firm. He is a fellow chartered accountant and fellow chartered tax practitioner with over
20 years experience in tax and regulatory matters.

His clientele include many Fortune 500 companies and other globally renowned and locally
strategic brands. He consults regularly for multinational companies around the world about
investment and fiscal terrain in West Africa and particularly Nigeria.

Yomi Olugbenro
Partner & West Africa Tax Leader He is currently the West Africa Tax leader at Deloitte and a member of Deloitte West Africa

Deloitte Executive Committee. He has served for many years as Member of the Board of Tax and
Fiscal Policy Management Faculty as well as Consultancy and Information Technology Faculty
of the Institute of Chartered Accountants of Nigeria. He has also served as Member and Dean
(in) Yomi Olugbenro of different faculties of the Chartered Institute of Taxation of Nigeria, including Board of
@ Yomi Olugbenro Indirect Tax Faculty, Board of Taxation Standards and Practice Monitoring Committee of CIT.

® YomiOlugbenro

@y°'“gbe”“’@de'om'c"m'”g He is the firm’s Tax Risk Leader with responsibility covering West and Central Africa, Dean of

42341904 1724 Deloitte School of Tax, and member of Deloitte ThinkTank.
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Disclaimer

* |tis understood that this training is aimed at sharing general knowledge and presenting the author’s perspectives about the
subject. No representation or warranty (express or implied) is given as to the completeness or accuracy of the information
contained in this document.

e The views and opinions expressed in this presentation are those of the author, as at the time of this seminar based on
available facts, underlying assumptions and personal experience. The views expressed herein do not in any way represent the
views of the author’s employer/firm, the organiser of this seminar or relevant regulatory authorities.

e This presentation or seminar should not be used as a binding opinion neither should they be relied upon as basis for taking
personal or business decision without obtaining specific professional advice and guidance.

* The author does not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else
acting, or refraining to act, in reliance on the information contained in this presentation or for any decision based on it.

2656
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Deloitte

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee (“DTTL”), its network of member firms, and their related entities.
DTTL and each of its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte Global”) does not provide services to clients. Please see
www.deloitte.com/about for a more detailed description of DTTL and its member firms.

Deloitte & Touche, a member firm of Deloitte Touche Tohmatsu Limited, is a professional services organization that provides audit & assurance, tax & regulatory, consulting,
financial advisory and risk advisory services.

Deloitte & Touche provides audit & assurance, consulting, financial advisory, risk advisory, tax and related services to public and private clients spanning multiple industries.
Deloitte serves four out of five Fortune Global 500® companies through a globally connected network of member firms in more than 150 countries and territories bringing world-
class capabilities, insights, and high-quality service to address clients’ most complex business challenges. To learn more about how Deloitte’s approximately 411,951 professionals —
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make an impact that matters, please connect with us on Facebook, LinkedIn, or Twitter. /
_ _ _ _ MAKING AN
2024. For information, contact Deloitte & Touche. All rights reserved. |MPACT THAT
www.facebook.com/DeloitteNigeria www.twitter.com/DeloitteNigeria MATTERS
Sipte
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