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HIGHLIGHT  
OTHER INFORMATION: 

 The Income derived from the Fund will be 

deposited into an investment income account, 

which is exempted from income tax  

 A board will be established to manage the fund, 

making investment decisions, control of special 

interventions and provide the legal framework 

for the management. 

 The affairs of the fund will be managed by the 

Ministry in charge of Police Affairs and chaired 

by the Minister as well as other members. 

 
 

DOWNSIDES TO THE ACT  

 The levy payable on net profit may seem 

insignificant, but this translates to an additional 

tax burden on corporate taxpayers.  

 The Act did not establish the appropriate 

Government agency responsible for ensuring 

compliance. Further regulation would need to 

be in place, this would lead to the excessive 

administrative cost.  

 The purpose for which the fund was created 

would have been funded through existing 

revenue streams rather than creating an 

additional burden for corporate taxpayers. 

 Penalties applicable for non-compliance, 

commencement date and provisions for the 

collection and administration of the levy were 

not stated in the Act. 

 There will be a likely increase in overall time 

and cost of tax compliance in Nigeria 

 The strain of doing business and investor's 

confidence in the country will increase-. 

 

The Act stipulates that the Trust Fund created will 

exist for only six (6) years of commencement and 

will at the expiration of that period, cease to exist 

unless it is extended for any further period by an 

Act of the National Assembly. 

BACKGROUND 

The Nigerian Police Trust Fund Act (the "Act") was 

approved by the National Assembly on April 2019, 

and signed into law by His Excellency President 

Muhammadu Buhari on July 2019. 
 

The Trust Fund is established by the Act to;  

 provide funds for training and retraining of police 

personnel for intelligence gathering and other 

security activities,  

 procure security, machinery and equipment, 

construction of police stations, and provide living 

facilities including quarters/barracks for the 

police officials,  

 enhance Nigerian Police readiness to successfully 

discharge their constitutional duties of protection 

on life and property, amongst others. 

 

PROPOSED RATE 

The Federal Government will contribute 0.5% of the 

total proceeds accruing to the Federation Account 

while businesses operating in Nigeria will pay a levy 

of 0.005% out of their net profits as this is likely to 

also apply to permanent businesses of foreign 

companies operating in Nigeria. For example: For a 

business with net profit of ₦3,000,000, the payable 

levy will be ₦150. 

 

 

  

COMPANIES OPERATING IN NIGERIA TO PAY A 

NEW POLICE FUND LEVY 

 

 



 
 
 

 

 

 

 

 

 

 

 

   

 

   

 

      

 

 

 

 

 

 

 

  

WHAT TO KNOW REGARDING THE 

PROPOSED VAT INCREASE 

  

There are various taxes paid by Nigerian 

citizens of which Value Added Tax (VAT) is one 

of the most popularly known tax in Nigeria.  

“Nigerian government proposes a 50% 

increase in VAT rate” 

The Nigeria’s Federal Executive Council (FEC) 

led by His Excellency President Muhammadu 

Buhari, proposed a 50% increase in the VAT 

rate which is from 5% to 7.5% applicable on 

supply of goods and services in Nigeria. The 

new rate is expected to take effect in 2020, 

however this requires approval by the National 

Assembly, consultations with relevant 

stakeholders, and the amendment of the VAT 

Act for this increase to take effect. 
 
 

This is not the first time the Federal 

Government has attempted to increase the VAT 

rate. In 2007 there was a proposed increase of 

10%, this faced stiff opposition resulting in the 

suspension of the increase. Recent discussions 

and sensitizations by the tax authorities has led 

to this proposed increase. 

 

 

The Impact of the Proposed Increase of 

VAT Rate 
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Current studies show that Nigeria has one of the 

lowest VAT rates in the world compared to other 

countries despite being one of the country with 

the largest economy in Africa. The proposed 

increase in VAT will definitely impact the 

economic activities in the country. 

The proposed VAT increase will result in; 

 a rise in prices of specified goods and 

services. 

 increased tax burden; ultimately, taxpayers 

will be unmotivated to pay taxes as 

businesses who have evaded tax in the past 

will have more reasons to do so as the 

proposed increase will literally cause non-

complying companies to remain non-

compliant. 

 a downturn of economic activities, business 

productivity and a decline in consumption of 

specified goods and services which could lead 

to little or no market for businesses.  

 a decrease in the quantity and quality of some 

specified goods and services 

 a slight reduction in the purchasing power of 

consumers. 
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PROPOSED VAT RATE 

 

  



 
 
 

 

 

 

 

 

 

 

 

 

Amid the current 5% VAT and the proposed 7.5% 

VAT;  

 government should ensure adequate 

structures are put in place to plug revenue 

leakages and ensure transparency in the 

appropriation of VAT funds as this would 

largely help boost taxpayers' confidence in the 

system.  

 issues such as the full recoverability of input 

VAT on services and VAT-exempt items should 

be adequately addressed as some Nigerian 

businesses are currently unable to recover 

their input VAT on services and such exempt 

items. Thus, an increase in the VAT rate 

without adequate recoverability mechanism 

may simply increase the VAT burden of 

already compliant taxpayers. 

 government should communicate the 

commencement date of the new rate well 

ahead of its implementation date for 

businesses to have sufficient time to tidy their 

affairs and manage possible negative impacts 

that may arise from the operation of the new 

rate effectively. 

 

 

 If you have registered a Limited Liability 

Company with the Corporate Affairs Commission 

and have an active bank account in your 

company name, don't use the account for 

personal transactions. If you do, you run the risk 

of having tax issues with the Federal Inland 

Revenue Service (FIRS), as personal 

transactions may be treated as revenue to the 

company. 

 When FIRS discovers such bank account(s), the 

company will be required to account for the 

money, to show evidence of your VAT and WHT 

payments made on the discovered amount. The 

company will also have to present records such 

as the company’s Audited Financials which 

accounts for the amount in the bank statement.  

 If the company has commenced or yet to 

commence business, making personal 

transactions with the business’ bank account(s) 

will expose the company to avoidable tax 

liabilities as the inflows into the accounts will be 

treated as turnover due to the company.  

 If you have registered a Limited Liability 

Company and yet to commence business, 

ensure you file Zero Returns with the FIRS. 

 Finally, do not transact personal business with 

your corporate bank accounts. Save yourself 

from avoidable tax issues in the future! 

IMPORTANT NOTICE TO EXISTING AND 

ASPIRING BUSINESS OWNERS 

 

 
  TAX CAPSULE  

 

  

For A Smooth Transition 
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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  
Follow us : Facebook: https://www.facebook.com/profile.php?id=100009822249905 

LinkedIn: https://www.linkedin.com/in/segun-awosanya-and-co-998260101/ 
 

About SAC 

  

In 2018, the FIRS in pursuant to Section 49 of the Companies Income Tax Act, Cap. C21 L.F.N 2004 – “power 

to appoint agent”, commenced the issuance of Letters of Substitution to banks in Nigeria, indicating that 

certain listed customers (taxpayers) having bank accounts with such banks failed to fulfil their tax obligations. 

The FIRS in this regard appointed the banks to serve as collecting agents for the deduction and remittance of 

the indicated tax liabilities. The FIRS went further to make a request to the banks to “freeze” the accounts of 

the affected companies and requested that the bank do not execute any mandate on the various accounts 

without prior consultation with the FIRS. 

To this regard, The Federal High Court (FHC) lately conveyed judgement in a case between Ama Etuwewe Esq. 

(Plaintiff) and the Federal Inland Revenue Service (FIRS) and Guaranty Trust Bank Plc (“the Bank”) (jointly 

referred to as the Defendants) that it is unlawful for the FIRS to appoint the Bank as its collecting agent to 

recover alleged Companies Income Tax (CIT) liability from the Plaintiff. The FHC granted monetary sum as 

damages against the Defendants for illegal and unlawful freezing of the Plaintiff’s bank account. 

The FHC judgement declared the FIRS’ action as “unlawful, null and void”, the judgement confirms that the 

FIRS’ appointment of banks as agent for collection/remittance of taxes when the taxes are not proven to be 

due is untimely and exposes the banks to risk if such taxes are not actually due, or are lesser than the sum 

actually paid to the FIRS. This declaration will therefore put an end to the lien been placed on taxpayers’ bank 

accounts by various banks, which was suffered by a number of our clients too.  

 

 

 

 

THE FEDERAL HIGH COURT (FHC) RULED AGAINST THE USE OF LIEN ON TAXPAYERS BANK 

ACCOUNTS BY THE FIRS 
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