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Definition of International Taxation  

International taxation can be best described as the 

study or determination of tax liability on transaction 

or activities carried on by individuals or 

organizations outside their jurisdiction. 

 

Examples of International or Cross-Border 

Transactions: 

Mr X is a resident of Nigeria who has a fixed deposit 

with a bank in Ghana from which he earns interest. 
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Highlights of  INPACT English Speaking Members Meeting in London 

  

 Outline  

 

 Definition, Examples and Significance of 

international Taxations 

 Understanding cross-border trading 

 Identifying the areas of tax liabilities of non-

resident 

 Nature of taxes needed to be paid by non-resident, 

e.g. CIT, EDT, VAT, PPT etc. 

 Insight into new tax development in the country. 

 

 

1.  Definition, Examples and Significance 

of international Taxations 

The INPACT Meeting for English Speaking Members held on 14th June, 2019 in London and was attended by the Lead 

consultant, Mr. Segun Awosanya. The meeting provided an opportunity to be enlightened amongst others on 

International Taxation, optimizing Linkedin profile for networking and business growth. SAC was the only Firm from 

Africa present at the meeting and it provided a platform to network with other reputable accounting firm operating 

across the world. 

 

 
  



 
 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

  

 

 

  

 

   CROSS-BORDER ACTIVITIES  
are usually with potential tax consequences in more  

TAX CAPSULE  

2. Understanding Cross-border Trading 

  

than one country, that is, both at the source state 

as well as in the residence states. 

It is therefore important to identify and understand 

the different tax regimes and the applicable 

domestic tax laws that governs different type of 

taxes in Nigeria to ensure a smooth trans-border 

business operation in the country. 
 

The legal framework in a country may be 

viewed from three folds, these are:  
 

 Domestic Tax laws: The provisions of domestic 

tax laws determine who to tax and how tax. 

 Tax treaty: The relief provided in the tax treaty 

will be applicable to non-residents from such 

treaty countries. 

 Others: Decided cases by Nigerian Courts, 

Commentaries by OECD and UN Tax Convention 

Models.  

 

The Taxation of Non-Resident Can Be 

Identified from The Angles Of: 
 

 Corporate and  

 Individuals 
 

CORPORATE:  

Conditions under CITA in which the profit of a 

foreign company will be deemed to have been 

derived from a trade or business in Nigeria 

 If that company has a fixed base in Nigeria to 

the extent that profit is attributable to that fixed 

base  

 If it does not have a fixed base but habitually 

operate a trade or business through a person in 

Nigeria who is authorized to conduct business on 

its behalf or maintain a stock of goods in Nigeria 

from which deliveries are made on behalf of the 

foreign company to the extent that profit is 

attributable to the business. 

 If that trade or business involves a single 

contract for surveys, deliveries, installations or 

construction, the profit from that contract, 

 Where the trade or business is between two 

connected persons and the Board is of the 

opinion that the financial or commercial 

condition of the transaction is artificial or 

fictitious, so much of the profit adjusted by the 

Board to reflect arm’s length transaction. 

 The following other provisions are relevant 

sections of CITA to complement the above 

section for a better understanding of taxation of 

non-resident companies in Nigeria: Sections 14, 

44, 45 & 46. 
 

 

 

Mr A is a resident of Nigeria and has a small business 

which sells electrical goods.  He also sells these 

goods through a branch which he operates in Mali. 
 

Company R is a company resident in Germany but 

has one of its factories for processing raw materials 

located in Lagos, Nigeria. 

The Significance of International Taxation  

The study of International taxation is important 

because imposition of various types of taxes could 

serve as a barrier to the flow of goods, services, 

capital and technology across international borders 

 Double taxation 

 Uncertainty of tax  

 Tax evasion  

 High cost of tax compliance  

 Tax discrimination 

 

Basic Concepts in International Activities: 

 International trade:  

 International business:  

 Multinational Enterprise (MNE):  

 Individual with International Engagement 

 

Description and Forms of International 

Activities: 

Generally, the economic activities between countries 

can be described under the following classifications: 

 Trading ---- Importing and Exporting 

 Tourism and Transportation 

 Carrying on business ---- Exportation and 

Manufacturing 

 Investments or Services 

 Human resources 

 Intangibles/ Intellectual Property 

 Sports 

 Government business etc. 

 

3. Identifying the Areas of Tax Liabilities of 

Non-resident 

  

 
  



 
 

       

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 the trade or business or activities involves a 
single contract for surveys, deliveries, 
installations or construction;  

 the trade or business or activities is between the 
company and a related party, which is 
considered not at arm’s length. 
 

Tax Liability of Non-resident Companies in 
Nigeria 

 Passive Income 
 Treatment of Expenses 
 Fixed Base of Business: 
 Agency Relationships 
 Profits from a Single Contract 

 

Nigerian Branch of a Non-resident 
Company: 

 Subsidiaries and its Parent Company 
 

The Concept of Permanent Establishment in 

Double Taxation Agreements (DTAs) 

Where a non-resident company is a resident of a 

country with which Nigeria has a Double Taxation 

Agreement, such company will be treated under the 

provisions of that Agreement. The Nigeria’s Double 

Taxation Agreements (DTAs)  

Concept of “deemed permanent 

establishment”  

Despite the definition of “permanent establishment” 

as a “fixed place of business”, there are instances 

where a foreign company that is resident in a treaty 

country will not have a fixed place of business in 

Nigeria but the foreign company will be deemed to 

have a permanent establishment in Nigeria under 

the tax agreement  
Taxation of Professionals under the DTAs 

The Article on “Independent Personal Service”, the 

Nigeria’s DTAs makes the establishment of a fixed 

base in Nigeria the condition for the liability to tax 

of the income of vocational and professional 

services such as lawyers, architects, doctors, 

accountants, etc.  

Remittance of Funds out of Nigeria  

All remittance of funds out of Nigeria requires a Tax 

Clearance Certificate. The certificate is to show that 

relevant taxes has been paid on the fund to be 

remitted or that the fund is not liable to Nigerian 

tax.  It is an offence for any remittance to be made 

without the Revenue clearance. 

 

 
INDIVIDUALS:  
Concept of Residence 
The concept of residence determines the extent to 
which the income of a taxpayer is liable to tax in a 
jurisdiction. In Nigeria, a resident person (individual 
or corporate) is assessable on the global income. This 
means that the taxpayer is liable to tax on the income 
or profits “accruing in, derived from, brought into, or 
received in Nigeria.”  

For income tax purposes, a person may be 
resident, non-resident or possess dual 
residence. 
 

 Resident Individual 
 Resident Individual and Liability to Tax 
 Non-resident Individual 

 

 4. Nature of Taxes Needed to Be Paid by Non-

residents in Nigeria  
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Non-Resident Company  
This is a company or corporation that is not registered 
or incorporated in Nigeria but which derives income or 
profits from Nigeria.  

 
Tax Liability of Non-resident Companies in 
Nigeria  
Every company, resident and non-resident, is liable to 
company’s income tax in Nigeria if its income is liable 
to tax under the provisions of the Companies Incomes 
Tax Act. According to Section 9 of CITA, the tax is 
payable on the profits of any company accruing in, 
derived from, brought into, or received in Nigeria. It is  
to be mentioned here, for the sake of emphasis, that 

exemption from incorporation does not confer 

exemption from payment of tax on any company. It 

is also to be pointed out that the Nigerian tax laws do 

not exempt the income of a branch from tax.  

However, for the profits of a non-resident 
company or corporation to be deemed to have 
been derived from Nigeria in line with Section 
13(2) of CITA CAP C21, LFN 2004 (as amended), 
for the purpose of imposition of company’s 
income tax in Nigeria, any of the following four 
conditions must have been met:  
 

 the non-resident company has a fixed base of 

business in Nigeria to the extent that the profit is 

attributable to the fixed base;  

 the non-resident company or any of its associate 

habitually operates a trade or business through a 

person in Nigeria; 
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Services  
The applicable rates for the various services 
performed by companies or individuals are as 
follows: 
             Companies      Individual 

management- 10%   5% 
consultancy - 10%   5% 
technical - 10%   5% 
construction -  5%   5% 
contract of supplies- 5%   5% 
directors’ fees-  -   10% 

The payment of withholding tax is in the currency 
of transaction. 

 

 

 

 

 

Below are the new tax developments 
adapted in the country that affects non-
resident companies: 
Nigeria is a member of Organization for Economic 
Cooperation and Development (OECD) inclusive 
frame work of countries committed to the 
implementation of BEPS minimum standard. 

 Nigeria have issued new TP regulations and 
guide lines on TP documentation to implement 
the TP rules with action 8 - 10 of the BEPS 
project. 

 Nigeria has issued a country by country 
regulations and guidelines to implement the 
BEPS action 13 reports on TP documentations 
and country by country reports. 

 We have issued guidelines on mutual 
agreement procedure to implement BEPS action 
14 of the BEPS report. 

 We are currently reviewing our double taxation 
agreement model in line with action 6 and 7. 

 We signed the multilateral instruments to 
modify the existing tax treaties in line with 
action 15 of BEPS report. 

 In line with action 1 of the BEPS report, Nigeria 
is a member of the steering group of inclusive 
frameworks which is coordinating activities to 
find global solution to the issue of digitalized 
economy. 
 

There has also been new development in: 
 The Income Tax (Transfer Pricing) Regulations 

No. 1, 2012 
 Base Erosion and Profit Shifting (BEPS) 
 FIRS E-SERVICES   

 

Filing of returns and payment of tax by Non-
residents 
Section 55 of CITA and Section 41 of PITA calls for the 
filing of a self-assessment returns by “every person” 
in Nigeria. 
This provision is regardless of the tax status in Nigeria 
of such a company. For instance, companies 
exempted from income tax or non-resident companies 
operating in Nigeria have the obligation to file returns 
with or without notice from the Service in every year 
of assessment. The true and correct statements of 
profits derived from or accrued in Nigeria are to be 
provided to the relevant tax authority when due. This 
income tax self-assessment is to be made in the 
currency in which the transaction took place. 
 

Failure to file returns constitute an offence, which is 
liable to penalties under the domestic tax laws. The 
law also empowers the tax authorities to appoint any 
person as a substituting agent for the purpose of 
recovering tax due and penalties. The substituting 
agent so appointed shall be required to retain any 
money due to the taxable person and remit same to 
the relevant authority. 

Value Added Tax: Non-resident companies are 
also liable to payment of Value Added Tax (VAT) on 
imported goods and services in line with section 10 of 
Value Added Tax Act 2004 as amended. 
 
Education Tax: Non-resident Companies are not 
liable to payment of Education tax in Nigeria. 

 
National Information Technology 
Development Levy: Non-resident Companies are 
not equally liable to payment of national Information 
Technology Development Levy in Nigeria. 

 
Withholding Tax  
Investment Income (Companies and Individuals) 
The applicable rates for the various types of income 
are: 

Companies  Individuals 
Interest 10%             10% 
Dividend 10%   10% 
Rent  10%   10% 
Royalties 10%    5% 
 
The withholding tax is a final tax when paid in respect 
of non-residents. For treaty countries, the applicable 
rates are as specified in each of the Agreement, which 
mostly range from 7.5% to 10%. For some tax 
treaties that were signed before 
 

   

 
 

5. Insight into new tax development in the 

country:  

 
  



 
 

 

 

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, 08081501834 

E-mail : info@sac.com.ng 
Website: www.sac.com.ng 
Facebook :https://www.facebook.com/profile.php?id=100009822249905 
LinkedIn:https://www.linkedin.com/in/segun-awosanya-and-co-998260101/ 
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