
 

 

 

 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

    

       

 

 

 

 

SAC Newsletter  

“Court gives Federal Inland Revenue Service (FIRS) 

power to sell companies properties towards tax 

clearance”_ 

https://nairametrics.com/2019/04/08/court-gives-

firs-power-to-sell-companies-properties-towards-

tax-clearance/ 

The Federal Inland Revenue Service (FIRS) has 

been authorized by an Abuja-based Federal High 

Court, to sell two landed properties belonging to tax 

debtors in order to use the money generated in 

settling their outstanding tax obligations. 

You certainly do not want to wait until your company’s 

properties are up for sale before you begin to gather 

in-depth knowledge and meet your tax obligations. 

 

 

 

 

There are a number of tax obligations applicable to 

companies based on their type of business or 

operations, but for the purpose of this article, insight 

will be given into some of Company’s tax obligations 

namely; Company Income Tax, Value Added Tax 

(VAT), Tertiary Education Tax, and Withholding Tax. 

 

 

The principal law in the Companies Income Tax Act, 

CAP. 60 LFN; 1990 which imposes CIT on profits 

accruing in, derived from, brought into or received 

in Nigeria. It is payable by companies that are 

registered in Nigeria and non- resident entities 

carrying on business in Nigeria.  

The rate for the Company Income Tax (CIT) is 30%. 

However, 20% of CIT is applicable to companies 

engaged in Agriculture, manufacturing, mining and 

those engaged wholly in exports, within the first five 

years of operation, and where the annual turnover 

is less than N1 million.  

 

Where a company incurs a loss during the 

accounting year, Minimum tax is used when the 

company has no taxable profit or the tax payable is 

less than, the minimum tax computed as the highest 

of: 

0.5%of gross profit  

0.5% of net assets  

0.25% of paid up share capital  

0.25% of turnover up to N500,000  

Plus  

0.125% of turnover in excess of N500,000  

The due date for the filing of CIT is within 6 months 

of the company’s accounting year end. However, a 

new company must file its returns within 18 months 

from the date of incorporation or 6 months after the 

end of its first accounting period, whichever is 

earlier.  

 

A N25,000 penalty is payable in the first month of 

default and a subsequent N5,000 will be payable for 

every other month of default. 

 

However, companies in the first four calendar years 

of business, companies engaged in the agriculture 

business, or companies that have foreign equity 

capital of at least 25% are exempt from minimum 

tax 
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Tertiary Education Tax (TET) also known as Education 

Tax (EDT) is payable by all Nigerian companies on 

assessable profit, that is, tax adjusted profit before 

capital allowances. The relevant law is the Tertiary 

Education Trust Fund (Establishment etc.) Act 2011 

The rate for TET is 2%. 

Based on the Tertiary Education Tax Act, FIRS is 

required to issue assessments for the tax which must 

be paid within 60 days of the service of notice of 

assessment. In practice, the tax is self-assessed and 

paid 6 months after the accounting year end date.  
 

Withholding Tax (WHT) is an advance payment of income 

tax deductible at source on specified transactions. It can be 

applied as a tax credit against income tax liability in most 

instances. The relevant provisions are in the Company 

Income Tax Act (CITA), Personal Income Tax Act (PITA), 

Petroleum Profit Tax Act (PPTA), and WHT Regulations. 

 

Transactions Companies Individual 

Dividend, Interest and rent 10%  10%  

Royalties 10%  5% 

Hire of equipment, motor 

vehicles, plants, and 

machinery 

10% 10% 

Commission, consultancy, 

technical and management 

fees, legal fees, audit fees, 

and other professional fees 

10% 5% 

Building, construction and 

related activities excluding 

one single delivery, survey, 

and installation. 

5% 5% 

All types of contracts and 

agency arrangements, 

other than sales in the 

ordinary course of business 

5% 5% 

Directors' fees N/A 10% 

 

In the case of WHT deducted from companies, remittance 

is due to the Federal Inland Revenue Service (FIRS) within 

21 days after the duty to deduct WHT arose. 

In the case of WHT deducted from individuals and 

unincorporated entities, remittance is due to the State 

Internal Revenue Service (SIRS), within 30 days after the 

duty to deduct WHT arose. 
 

Value-added tax (VAT) is a consumption tax placed 

on a product whenever value is added at each stage 

of the supply chain, from production to the point of 

sale. The amount of VAT that the user pays is on the 

cost of the product, less any of the costs of materials 

used in the product that have already been taxed. 

VAT is chargeable on the supply of taxable goods and 

services except items specifically stated as exempt or 

zero-rated. The relevant law is the VAT Act LFN 2004 

as amended. 

 

VAT payable is a standard rate of 5% of the value of 

goods and services.  

The due date for the filing of VAT is on the 21st day 

of the month following the month of transaction. 

Failure to do so attracts a penalty of N5, 000 for each 

month of default. 

However, there are some products exempted from 

VAT and some other products that are zero rated (i.e. 

VAT rate on such product is 0%). 

Some products exempted from VAT includes; Oil 

exports, Medical and pharmaceutical products, Basic 

food items, Books and educational materials, Baby 

products, Medical services, all exported services, 

Services rendered by community banks and mortgage 

institutions, etc.  

Products that are Zero rated (0%) includes; Non-oil 

exports, Goods and services purchased by diplomats; 

Goods purchased for humanitarian donor-funded 

projects. 
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ABOUT SAC 

   
We are a leading professional accounting firm with 
experienced personnel that have executed jointly and 
severally large number of successful projects. Our vision is 
to provide innovative value adding service for our client 

Head Office : No/ 25 Matadi street, Wuse Zone 3, Abuja 
Lagos Office : 13A Ilupeju by-pass, Ilupeju, Lagos 
Phone No. : 08023081057, 08032481419 
E-mail : info@sac.com.ng 
Website: www.sac.com.ng 
Facebook :https://www.facebook.com/profile.php?id=10
0009822249905 
LinkedIn:https://www.linkedin.com/in/segun-awosanya-
and-co-998260101/ 
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