
The Finance Act, first enacted in 2019, was conceived as 
a tool to facilitate the cohesion and singularity of purpose 
in Nigeria’s drive towards economic development. The Act 
seeks to align the country’s fiscal laws with various mac-
ro-economic policies of the Federal Government through 
the amendment of such laws in order to achieve uniformi-
ty and greater flexibility within the various finance-related 
legislations in Nigeria. The immediate and current direc-
tions focus on the encouragement of export, the encour-
agement of investment in specific sectors through fiscal 
incentives and revenue enhancement as a driver of ho-
listic economic growth. On the whole, the objective of the 
Finance Act is to place the country on the right trajectory 
towards a sustainable economic upturn.

The Finance Act 2021 was commendably enacted in a 
quick and efficient manner by the Federal Government, 
just in time ahead of the 2022 fiscal year. Also commend-
able is the prompt passing of the 2022 Federal budget 
themed “Budget of Economic growth and sustainabili-
ty”. Just like the preceding Finance Act of 2019 as well 
as that of 2020, the Finance Act 2021 has kept to the 
trend of aligning the economic roadmap of the Federal 

Government in-line with the existing fiscal legislations in 
the country and it has been applauded by many industry 
analysts as an improvement to the previous two editions 
of the Act. 

The Act serves as a driving force towards achieving vari-
ous aspirations of the government in terms of fiscal growth 
and economic development in consonance with the Fed-
eral Government’s Economic Recovery and Growth plan 
(ERGP) and its underpinning policy of achieving sustain-
able growth. For its legal content, the Act derives essen-
tially from the 2017 ten-point Fiscal roadmap set forth by 
the Federal government which amongst other things aims 
to; encourage investment in specific sectors through fiscal 
incentives, improve fiscal discipline, catalyse micro, small 
and medium scale enterprise (MSME’s) growth through 
specific measures to improve capacity. This policy frame-
work set out to achieve the objectives by tackling ob-
structions to growth in order to drive productivity, broaden 
wealth creation and bolster overall economic growth in 
the Nigerian economy which would, in turn, reflect posi-
tively in the economic lives of Nigerians. 
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In line with its much-touted flexibility feature, the Act intro-
duced a number of legislative interventions to address the 
current realities and emerging trends within the Nigerian 
economy as showcased in specific provisions addressing 
the COVID-19 pandemic, tax payers’ privacy concerns, 
and issues relating to technological advancements. The 
Act is a compendium of over 40 amendments to 13 dif-
ferent fiscal-related laws which are aimed at allowing for 
a better fiscal framework with the view to changing the 
landscape for the levying and the payment of direct and 
indirect taxes in Nigeria.

The fiscal-related laws and provisions amended by the 
provisions of the Finance Act 2021 include: Capital Gain 
Tax Act, Cap C1 LFN 2004; Companies Income Tax Act, 
Cap C21 LFN 2004; Personal Income Tax Act, Cap P8 
LFN 2004; Tertiary Education Trust Fund (Establish-
ment, etc) Act No 16, 2011; Stamp Duties Act, Cap S8 
LFN 2004; Value Added Tax Act, Cap V1 LFN 2004; Cus-
toms and Excise Tariff Etc (Consolidated) Act, Cap C49 
LFN 2004 ; The Federal Inland Revenue Service (Es-
tablishment) Act No 13 of 2007; Insurance Act, Cap I17 
LFN 2004; Nigerian Police Trust Fund (Establishment) 
Act 2019; National Agency for science and engineering 
Infrastructure (NASENI) Act, Cap N3 LFN 2004; Finance 
(Control and Management) Act, Cap F26 LFN 2004 and 
Fiscal Responsibility Act, No  31, 2007.  This paper aims 
to examine and explore few of these salient amendments 
made to the tax landscape in Nigeria by amendment of 
the various tax laws under the Finance Act of 2021 and 
how these alterations can ultimately improve the ease of 
doing business in Nigeria.

We shall now proceed to examine a few of these provi-
sions contained in the new Act:

Section 2 of the Finance Act 2021 introduces a new 
Section 30 to the Capital Gains Tax Act2. The afore-
mentioned provision of the law provides that Capital 
gain tax at the rate of 10% is chargeable on individu-
als and companies in respect of the disposal of shares 
worth in aggregate of N100, 000, 000 (one hundred 
million naira) and above in any 12 consecutive months. 
However, this new provision of the law is not absolute 
as Section 30 (22) (a), (b) and (c) of the Capital Gains 
Tax Act  makes the following exceptions to the provi-
sion –

a.  The tax is not chargeable where the proceeds of 
the disposal are reinvested in the same company or 
any other Nigerian company within the same year of 
assessment.
b.  The proceeds of the disposal are less than the 
stipulated sum of =N= 100, 000, 000 (one hundred 
million naira).
c. The shares are transferred between an approved 
borrower and lender in a regulated securities lending 
transaction.

Furthermore, Sub-section (4) of the abovementioned 
section3  restates that the tax shall be paid by individu-
als to the relevant tax authorities as provided for by the 
Personal Income Tax Act4  and for companies, it shall 
be paid to the Federal Inland Revenue Service (FIRS).

Previous editions of the Finance Act had been silent 
on the changes pertaining to 10% capital gain tax on 
the disposal of shares. However, the 2021 Act by intro-
ducing this new section, pegs the benchmark for the 
payment of Capital Gains Tax on disposal of shares, 
to shares worth in aggregate of N100, 000, 000 (one 
hundred million naira) and above.

Section 37 of the Finance Act 2021 amends Section 
20 of the National Agency for science and engineer-
ing Infrastructure (NASENI) Act, Cap N3 LFN 2004 
by imposing the payment of a science and engineer-
ing levy at the rate of 0.25% on profit before tax 
of all commercial companies and organizations in-
volved in banking, mobile telecommunications, ICT, 
aviation, maritime and oil and gas with a turnover 
of N100, 000, 000 (one hundred million naira) and 
above. This is a departure from the former position 
of the Act5  which provides for a levy on the income 
or turnover of all commercial companies with a turn-
over of N4 million (Four million naira) and above. 
The amended provision of Section (1) & (2) reads 
as follows

(1)  The agency shall establish a fund from which 
shall be defrayed all expenditure incurred by the 
agency for the purposes of this Act.
(2)  There shall be paid and credited to the fund – 

(a)  1% of the Federation Account
(b)  Levy on profit before tax of commercial com-
panies and firms with turnover of N100, 000, 000 
and above covering the banking, mobile tele-
communications, ICT, aviation, maritime and oil 
and gas sectors which shall be –
(i) At the rate of 0.25%
(ii) Collected by the Federal Inland Revenue 
Service (FIRS) and;
(iii) Credited to the account of the agency

The Finance Acts of 2019 and 2020 were silent on 
this provision, however, the 2021 Act in line with the 
trend of reducing business cost and certain tax bur-
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dens on small and medium companies, increased 
the threshold for imposition of the fees to N100, 
000, 000 (One hundred million naira) and above. Al-
though it must be noted that the NASENI levy is not 
new and has been operational for years by virtue 
of the NASENI Act6 , the amendment aims to nar-
row down its applicability to companies engaged in 
banking, mobile telecommunications, ICT, aviation, 
maritime and oil and gas operations.

Section 7 of the Finance Act 2021 amends Section 
23 of the Company Income Tax Act7  by excluding 
companies involved in Midstream and Downstream 
Petroleum operations from tax exemptions on prof-
its in respect of products exported from Nigeria even 
where the profits from such exports are used in Nige-
ria for the purchase of raw materials, plants, equip-
ment and spare parts. This is a major departure from 
the previous position of the law, where Companies 
engaged in Midstream and Downstream petroleum 
operations were exempted from tax payment in re-
spect of goods exported from Nigeria where the prof-
its from such export were exclusively used to the pur-
chase of raw materials, plants, equipment and spare 
parts in Nigeria.
The amended provision of Section 23 (1)(q) of the 
Company Income Tax Act expressly states
  

“There shall be exempt from tax the prof-
its of any Nigerian Company (other than 
companies engaged in the upstream, Mid-
stream or Downstream petroleum opera-
tions) in respect of goods exported from 
Nigeria, if the proceeds of such exports 
are used for the purchase of raw materials, 
plants, equipment and spare parts: 

Provided that tax shall accrue proportion-
ately to the portion of such proceeds which 
are not utilized in the manner prescribed.”
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Section 28 of the Finance Act 2021 amends Section 
1(2) of Tertiary Education Trust Fund (Establishment, 
etc) Act No 16, 2011 to increase the rate of tax lev-
ied and payable by Nigerian companies other than 
small companies as defined under the Companies 
Income Tax Act9, from 2% to 2.5%.  The provision 
of the amended Section 1(2) of Tertiary Education 
Trust Fund (Establishment, etc) Act expressly reads 
as follows:

The tax, at the rate of 2.5%, shall be charged 
on assessable profit of a company regis-
tered in Nigeria, other than a small company 
as defined under the CITA.



Section 29 of the Finance Act 2021 amends Section 
2(2) of the TETFund Act   by reducing the timeframe 
for the payment of Tertiary Education Tax from 60 
days (under the TETFund Act) to 30 days of the ser-
vice of assessment.

Section 21 of the Finance Act amends Section 50 
of the Federal Inland Revenue Service (Establish-
ment) Act by introducing the protection of the private 
information of taxpayers. The Act stipulates that ev-
ery person acting in an official duty or employed for 
the administration of the Act, that has access to tax-
payers’ information shall regard and deal with such 
information as secret and confidential. It would ap-
pear that the Finance Act 2021 picks up from where 
the 2020 Act left off. The 2020 Act, introduced an 
amendment to the FIRS Act10  which placed empha-
sis on the need for data protection and data priva-
cy and stipulated the punishment upon conviction 
for the unlawful disclosure of taxpayers’ information 
with a fine not exceeding N1, 000, 000 (one mil-
lion naira), a term of imprisonment not exceeding 3 
years or both. This position is a departure from the 
former provision in the primary law which restricts 
the obligation of secrecy and confidentiality to mat-
ters in respect of information relating to profits and 
items of profit of any company. Also, the prescribed 
fine is a significant upgrade from the primary enact-
ment where the fine was for a sum not exceeding 
=N= 200, 000 (Two hundred thousand naira).

Section 36 of the Finance Act 2021 amends Sec-
tion 4 of Nigerian Police Trust Fund (Establishment) 
Act 2019 by inserting a new Sub-section (3) which 
empowers the Federal Inland Revenue Service to 
assess, collect, account and enforce the payment 
of the Nigerian Police Trust Fund levy. The levy is 
charged at the rate of 0.005% on the net profit of all 
companies which are operating in Nigeria. This clar-
ifies the position of the Law, by filing the lacuna in 
the Nigerian Police Trust Fund (Establishment), Act 
2019, as to the appropriate tax authority in respect 
of the levy which had delayed the implementation 
of the law.
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Thus, while the provision of Act underscores the need 
for all tiers of government to borrow in order to un-
dertake critical reforms towards the economic trans-
formation of Nigeria, the scope and extent of overall 
impact across the board is still up for debate. What 
specifically constitutes “critical reforms of significant 
national impact”, however, remains to be seen as it is 
not specifically defined by the Act.
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Section 17 of the Finance Act 2021 amends Sec-
tion 21 of the Customs and Excise Tariff Etc (Con-
solidated) Act, Cap C49 LFN 2004. By virtue of this 
new amendment, the law imposes excise duties on 
non-alcoholic, carbonated and sweetened beverag-
es at a specific rate of N10 per litre. This is in-line 
with the World Health Organization’s recommenda-
tion for the imposition of tax on sugary drinks as a 
way of cutting down on the consumption of such sug-
ary beverages. The recommendation was premised 
on the notion that tax on such beverages which could 
see a sharp climb in the prices of the commodities 
could discourage their consumption thereby curbing 
the trend of diabetes and obesity. While the purport 
of this provision is commendable, one cannot escape 
the view point that similar levies should be imposed 
on tobacco products as well, as the total excise on 
tobacco products in Nigeria accounts for only 25% 
of the average retail price, far below the 70% bench-
mark stipulated by the WHO13

Section 40 of Finance Act 2021 amends Section 41 
(1)(a) of the Fiscal Responsibility Act  by expanding 
the reasons for government borrowing to include such 
borrowing necessary to “undertake critical reforms 
of significant national impact”. The amended section 
41(1)(a) of the Fiscal Responsibility Act11, No 31, 2007 
provides as follows

The framework for debt management during 
the financial year shall be based on the fol-
lowing rules – Government at all tiers shall 
only borrow for capital expenditure, human 
development and to undertake critical reforms 
of significant national impact, provided that, 
such borrowings shall be on concessional 
terms or relatively low interest rates and with 
a reasonably long amortisation period subject 
to the approval of the appropriate legislative 
body where necessary.

If well implemented, this has the potential to stream-
line the national borrowing and to adequately channel 
government borrowings to affect the lives of ordinary 
Nigerians. This provision is most compelling in light 
of the country’s surging debt profile with staggering 
658% over the course of the past 21 years12. Although 
the term critical reforms of significant national impact 
is not clarified, one can safely argue that mere spend-
ing on infrastructural projects in itself without any el-
ement of national impact would not suffice under the 
Act. Also, it is very doubtful that this provision would 
prohibit the state from borrowing except to the extent 
they import the provisions to their respective laws.



Section 35 of the Finance Act 2021 amends Sec-
tion 102 of the Insurance Act, Cap I17 LFN 2004 
by giving an extensive definition as to the meaning 
of “Capital Requirement”. This puts clarity as what 
constitutes Capital Requirement for insurance busi-
nesses in Nigeria. By virtue of Section 102 of the 
Act14 ; Capital Requirement means 

(a) In the case of existing company –
(i) The excess of admissible assets over liabil-
ities, less
the amount of own shares held by the company
(ii) Subordinate liabilities subject to the approv-
al by 
the commission; and
(iii) Any other  financial instrument as prescribed 
by the commission 

And for the purpose of this paragraph, admissible 
assets are defined as share capital, share pre-
mium, retained earnings, contingency reserves, 
and any other admissible assets subject to the 
approval of the commission.
(b) In the case of a new company – 

(i) Government bonds and treasury bills
(ii) Cash and bank balances; and 
(iii) Cash and cash equivalent.

Section 22 Finance Act 2021 amends Section 68 
(1)-(6) of the Federal Inland Revenue Service Act 
to the extent that the Federal inland Revenue Ser-
vice shall now be exclusively responsible for the 
administration, assessment, collection, accounting 
and enforcement of taxes and levies due to the Fed-
eration and the Federal Government or any of its 
agencies except as otherwise authorized by a regu-
lation made by the Minister of Finance. The statute 
goes further in sub-section (3) to provide that where 
anybody carries out such functions of administering, 
assessment, collection, accounting or enforcing tax 
and levies due to the Federation and the Federal 
Government of Nigeria, such person shall be guilty 
of an offence and be liable upon conviction to im-
prisonment for a term not exceeding five years or 
a fine of N10, 000, 000 (10 million naira) or both15. 
This provision specifically deals with the usurpation 
of the functions of the service by others. However, 
this provision does not however negate the powers 
of the Federal Inland Revenue Service to collabo-
rate with relevant ministries, departments, agen-
cies, or institutions of the Federal government for 
the purpose of enforcing compliance to the statutory 
provision of relevant tax laws and also preventing 
tax revenue loss.

Section 30 of the Finance Act 2021 amends Section 
10 of the Value Added Tax Act, Cap V1 LFN 2004 
by including a new sub-section (4) to the Act. Un-
der the VAT Act, where non-residents make taxable 
supplies to recipients of such supplies in Nigeria, 
the Nigerian recipient has the primary obligation to 
charge, collect and remit VAT to the FIRS. However, 
by the effect of the new sub-section (4) of the VAT 
Act, the obligation of the Nigerian recipient to with-
hold the VAT and remit to the service16  is now limit-
ed to persons so authorized by the non-resident. In 
the same vein, the penalty for failing to collect the 
tax is equally streamlined.
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Although the Honourable Minister of Finance had hint-
ed on a possible amendment of the Act by mid-2022, 
there is need for such amendment to reflect such pol-
icy roadmap of the government in view of financial 
recovery for Nigeria. It is expected that with proper 
implementation of the provisions of the Act, Nigeria 
will be well on her way to sustainable economic de-
velopment.

Section 32 of the Finance Act 2021 amends 
the Value Added Tax Act, Cap V1 LFN 2004 
by inserting a new Section (3) to Section 15 
of the Act. Generally, under the provisions of 
the VAT Act, small companies with annual 
turnover of less than N25, 000, 000 (Twen-
ty-Five Million Naira) are exempted from 
certain VAT registration and compliance ob-
ligation. However, with the introduction of a 
new sub-section (3) to Section 15 of the Act, 
companies which are engaged in upstream 
petroleum operations as described under the 
Petroleum Industry Act 2021, are excluded 
from such exemptions regardless of wheth-
er they have an annual turnover of less than 
=N= 25, 000,000 (Twenty-Five Million Naira) 
or not.

The enactment of the Finance Act 2021 is quite com-
mendable as it has put into consideration the lacunas 
which exist in various laws in the country in view of fill-
ing such lacunas, such as; The power to assess, col-
lect, account and enforce the payment of the Nigerian 
Police Trust Fund Levy being vested in the Federal 
Inland Revenue Service, a power which before now 
has not been allocated to any collecting body thereby 
leading to failure to implement the law. Furthermore, 
it is believed that with the introduction of the Finance 
Act 2021, many controversial and practically unclear 
provisions under various fiscal laws shall be given a 
better and clearly expression. 

In light of the recent COVID-19 pandemic which has 
had an adverse effect on companies in terms of a 
wane in revenue, there is need to bolster economic 
growth by giving tax breaks to smaller entities with 
significantly lesser profit turnover in order for them to 
survive (except those in petroleum operations) as is 
reflected under the Act. One of the ways by which this 
is done under the Act is with provisions such as; the 
exclusion of small companies with an annual turnover 
of less than =N= 25 million (Twenty-Five Million Naira) 
from certain VAT registration and compliances, Cap-
ital Gain Tax at the rate of 10% shall be charged on 
sale of shares worth an aggregate of not less than 
=N= 100, 000, 000, etc. Furthermore, the Act seeks 
to check the prevalent borrowing by government at all 
level by amendment of provisions of the Fiscal Re-
sponsibility Act in order to further qualify such borrow-
ing purposes.
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LEGAL DISCLAIMER:

The information contained in this article is provided for informational purposes only, and 
should not be construed as legal advice on any subject matter.

You should not act or refrain from acting on the basis of any content included in this article 
without seeking legal or other professional advice. The contents of this article contain 
general information and may not reflect current legal developments or address your sit-
uation. We disclaim all liability for actions you take or fail to take based on any content 
on this article.

This article contains links to other websites in the footnotes. We are not responsible for the 
privacy practices or the content of such web sites, and we do not endorse such.

Thank you for your understanding.
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