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COMPANIES INCOME TAX (AMENDMENT) ACT, 2007 ** "
" 2007ACT Noi11 ey

ANACTTO AMlND THE COMPANIES: lNcow TAXA(T, CAP 60 LFN, 1990
AND FOR RELATED MATTERS

[16th Day of April, 2007]
" EnacTED by the National Assembly of the Federal Republic olegena-— :

1. The Companies Income Tax Act (in thls Actreferred to as the principal Act’ )
is amended as set out in thls Act.

i

2.—( l) Part | ofthe principal Actis repealed

(2) The Federal Board of Inland Revenue established under the Prmcrpal Actis
dissolved. ' . ,

(3) The repeal of Part 1 of the Principal Act specified in subsection (1) of this
section shall not affect anything done or purported to -have been done under the
repealed Part. :

3. Section 9 of the principal Act is amended—
(@) by deleting subsections “(1)” to “(5)” and renumbering the existing
subsections “(6)” to “(10) as subsections “(1)” to “(5)” ; !

(b) in subsection (7) by substituting for the existing’ parag,raph (¢) the f‘ol]owmg
new paragraph “(¢)"—

“(¢) prov:dmg working capital for any cottage mdustry established by the
company” ; and

(¢) by inserting immediately after the existing interpretation of the words “base
lending rate”™ the following interpretation—

“cottage industry means an industry where the creation of products and services
is home based, rather than factory- based” ; ~

4. Section 14 of the Principal Act is amended by substltutmg for the following
new section “14”—

“Insurance 14.—(1) Notlwithstanding‘ anythihg to the contrary contained in this
Companics Act, insurance business shall be taxed as—

(a) an insurance company, whether proprletary or mutual other than a life
insurance company or

_(b) a Nigerian company whose proﬁt accrued in part outside Ni geria, |

. the profit on which tax may be imposed, shall be ascertained by taking the gross
* premium interest and other income receivable.in Nigeria less reinsurance and deducting
from the balance so arrived at, a reserve for unexpired risks at the percentage
* consistently adopted by the company in relation to its operations as a whole for such
risks w.t the end of the period for which the profits are being ascertained, subject to the
. limitation imposed in subsection (8) (a) of this section.
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_ (2) The profits on which tax may be imposed in an insurance company which is
a life insurance company, whether proprietary or mutual, other than a Nigerian

company which carries on business through a permanent establishment in Nigeria
shall— .

(a) be the investment income less the management expenses, including
commission, subject to the limitation imposed in subsection (8) (b) of this
section ; and

(b) where the profits of the company accrue in part outside Nigeria, be that
proportion of the total investment income of the company as the premium earned
whether received or receivable, less the agency expenses in Nigeria and a fair
proportion of the expenses of the head office of the company but where the
insurance company has its head office outside Nigeria the Board may substitute
some basis other than that prescribed in this paragraph for ascertaining the required
proportion or the total investment income.

(3) Any amount distributed in any form as dividend from an actuarial revaluation
of unexpired risks or from any other revaluation shall be deemed to be part of the
total profits of the company for tax purposes.

(4) Not more than three months after an actuarial revaluation of the unexpired
risks or any other revaluation has taken place, the company shall provide the Board
with full particulars of the revaluation carried out, including a copy of the actuary’s
revaluation certificate.

(5) The profits on which tax may be imposed—

(a) in a general Nigerian insurance company, shall be ascertained in accordance
with the provisions of subsection (1) of this section as though the whole premium
and investment incomes of the company were derived from Nigeria ; and

(b) in a Nigerian life insurance company shall be ascertained in accordance with
the provisions of subsections (2), (3) and (4) of this section as though the whole
investment and other incomes were received in Nigeria and all the expenses and
other outgoings of the company were incurred in Nigeria.

(6) Where an insurance company carries on a life class and a general class
insurance business, the funds and books of accounts of one class shall be kept
separate from the other as though one class does not relate to the other class, and the
annual tax returns of the two classes of insurance businesses shall be made separately.

(7) Each class of insurance shall be assessed separately as “life insurance
assessment “and” non-life (other) insurance assessment” and in respect of each
class of insurance business where there are more than one type of insurance in the
same class, they form one type of business and shall not be allowed against the
income from another type of insurance business but the loss shall be available to be
carried forward against profits from the same class of insurance business and, in all
cases, the period of carrying forward of a loss shall be limited to four years of
assessment.

(8) An insurance company, other than a life insurance company, shall be allowed
" as deductions from its premium the following reserves for tax purposes—
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(a) for unexpired risks, 45 per cent of the total premium;in case .of general
insurance business other than marine insurance business and 25 per cent of the
total premium in the case of marine cargo insurance; :

(b) for other reserves, claims and outgoings of the company an amount equal to
25 per cent of the total premium, so that, after allowance under the Second Schedule
to this Act as may be restricted, has been allowed for in any year of assessmont, not
less than an amount equal to 15 per cent of the total profit qf the company for tax
purposes.

(9) An insurance company, in respect of its life insurance bus;iness' shall be
allowed the following deductions from its investment incomes and other incomes—

(a) an amount which makes a general reserve ahc! fund equal to the net liabilities
on policies in force at the time of an actuarial valuation ;

(b) an amount which is equal to I per cent of gross premium or 10 per cent of
profits (whichever is greater) to a special reserve fund and accommodation until it
becomes the amount of the statutory minimum paid-up capital ;

(c) all normal allowable business outgoing, except that after allowing for all the
outgoing and allowance under the Secbnd Schedule to this Act as may be restricted
under the provisions of this Act for any year of assessment, not:less than all
amount equal to 20 per cent of the gross incomes shall be available as ‘total profit’
of the company for tax purposes.

" (10) A reinsurance company shall be allowed the followmg deductlons ﬁ'om its
gross profit to be credlted to a general reserve fund— - ' i

(a)an amount not more than 50 per cent of the Lross prof ts of the remsurer for
the year where the general reserve fund is less than the initial statutory minimum
authorlsed share capital ; or :

b an amount not more than 25 per cent of the gross profit of the reinsurer for
the year, where the fund is equal to or exceeds the initial statutory minimum
authorised share capital.

(11) An insurance company that engages the services of an insurance agent, a
loss adjuster and an insurance broker shall include in its annual tax returns, a schedule
showing the name and address of that agent, loss adjuster.and insurance broker, the
date their services were employed and terminated, as applicable, and payments made
to each such agent, loss adjuster and insurance broker for the period covered by the
tax returns.”

5. Section 19 of the principal Act is amended in subsection (1) by inserting Amendment

immediately after the existing paragraph “(+)" the following new paragraph “(s) ?; section
“(s)” the prof' t of a company establlshed wnthm an export processmg zoneor

* frea trade zone : ’ c

Provided that 100 per cent production of such company |s for export otherwnse tax
shall accrue proportionately on the profits of the company ,

o
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6. Sectlon 20 of the principal Act is amended by—
“(a) deletmg, paragraph (c) ; and

" (b) in ‘paragraph (d) substituting for the phrase *of Employment, Labour and
Productwtty, and the Productivity, Prices and Income Board” the phrase
“responsible for labour matters:”

7. Insert immediately after section 21 of the principal Act, the following new
scctlon 21 A '

“21A~( 1) Notwithstanding the provisions of section 20 of this Act, for the
purpose of dscertaining the profit or Toss of any company for the period from any
source chargeable with tax uiider this Act, there shall be:deductéd the amount of

+ " donation to' a university and other tertiary or research institutions for research or

any developmental purpose or as an endowment out of the prohts of the period by

the company. o

(2) Without prejudice to section 21 (2) and (3).of this Act, any donat:on made by
" acompany pursuant to subsection 1 of this section shall be allowed as deductible

byithe company out of the profits of that period notwithstanding that the donation
is of'a revenue or capital nature.- : :

(3) Except as the Minister with the approval of the Federal Executwe Counenl
may, by order in the Federal Gazette othgrwise direct, any deduction to be allowed
to any company under subsection (1) of this section shall not. exceed an amount
which is equal to 15 per cent of the total profits or 25 per cent of the tax payable in
the year of the donation which ever is higher.”

i

8. Section 27 of the principal Act is amended by deleting subsectaon 2) (a)(iii).

o

9. Scction 28B of the principal Act is amended—

. (a) insubsection (1), by substituting for the words “as electricity, water, tarred
" road or telephone” the words *“as electricity, water or tarred road®, ;. and

(h) int subsection(2), by deleting paragraph (e).
10. Section 28F of the principal Actis deleted. -

.11, Section 29 of the prmmpal Act is amended—

(@) in subsectnon(él)(a), by substltutmg for the amount * NSOO" the amount
. N20, ()()()” ;

() In subsectlon (4)(b), by substituting for the amount ﬁ400” the amount
“N25,000” and

{c)by deletmg, s subsection (5) and re- numberm&, s the ex1stmg subsectlons “(6)"—
“(12)” as subsections “(5)"—“(11)".

12. Section 30 of the principal Act is deleted.
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13. Section 41 of the prineipal Act'is amended by substituting for the following
new section “417— :

“41. (1) Every company including a company granted exemption from
incorporation shall, whether or not a company is liable to pay tax under this Act
for a year of assessment, with or without notice from the Service, file a self
assessment return with the Service. in the prescribed form at least once a year
and such return shall contain— '

(a) the audited accounts, tax and capital allowances computation for the year of

assessment and a true and correct statement in writing containing the amount of -

profit from each and every source computed ;

(b) a duly completed self-assessment form as may be prescribed by the Service,
from time to time, attested to by a director or secretary of the company and such
attestation shall contain a declaration that it contains a true arid correct statement
of the amount of its profits computed in respect of all sources in accordance with
this Actand any rule made and that the particulars given in such return are true and
complete ; and o

(¢) evidence of payment of the whole or part of the tax due mto a bank desngnated
for the collettion of the tax. :

(2) Subject to this Act or any regulation made, the time of filing returns shall be—

(@) in the case of a company that has been in business for more than 18 months,
not more than 6 months after the end of the accountmg year ; and

(b) in the case of a newly incorporated company within 18 months from the date
of its incorporation or not later than 6 months after the end of its accounting period,
whichever is earlier, in addition, the form of returns shall be signed by a director
who must be the chairman or the managmg director of the company and the secretary
respectively.

(3) Any company which fails to comply with the provision of subsection (2) shall
be hable to pay as penalty for late filing—

(a) }425,000 in the first month in.which the failure occurs ; and
(b) 145,000 for cach subsequent month in which the failure continues.

4) Notwnthstandmb anythmg, to the contrary in any law, an income tax assessment
shall be made in thc (,urrency in which the transaction took place.

(5) Where an offence under this, SCCIIOI‘I by a company is proved to have been
committed with the consent or connivance of, or to any neglect on the part of any
dlrector manager, secretary of other 51m|lar offic cer servant or agent of the company (or
the person purporting to act. in any s such capaclty) he as weﬂ as the company shall be
deemed to have committed the offénce and shall on conviction be liable to a fne not
exceeding :100,000 or imprisonment for a term not exceeding 2 years or to ‘both such
fine arid imprisonment. : ‘ '
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(6) For the purposes of this section—

(a) every company shall designate a representative who shall answer every
query relating to the tax matters of the company ; and

(b) a person designated by a company pursuant to paragraph (a) of this
subsection shall be a person knowledgeable in the field of taxation as may be
approved from time to time by the Service.”

14. Scction 41A of the principél Act is deleted.

15. Section 41B of the Principal Act'is amended in subsection (1) by inserting
immediately after the word “exchange” the words “as a capital market operator”.

16. Section 42 of the Principal Act is amended by substituting for the word
“limited” the word “specified”.

17. Substitute for sections 43 and 43A of the Principal Act the following new
section “43"—

“Call for returns, 43.—(1) For the purpose of obtaining full information in
books. d°°““‘.°“t5 respect of the profits within the time specified by the notice to—
and information. 5y person the Service shall give notice to that person requiring
him
{a) compiete and deliver to the Service any return specified
in such notice ;

(b) appear personally before an officer of the Service for
examination with respect to any matter relating to such profits ;

(¢) produce or cause to be produced for examination books,
documents and any other information at the place and time
stated in the notice, which time may be from day-to-day, for
such period as the Service may deem necessary ; or

(d) give orally or in writing any other information including
a name and address specified in such notice.

(2) For the purposes of paragraphs (a)—(d) of subsection (1) of this section, the
time specified by such notice shall not be less than 7 days from the date of service of
such notice except that an officer of the Service not below the rank of a chief inspector
of taxes or its equivalent may act in any of the cases stipulated in paragraphs (a)—(d)
of subsection (1) of this section, without giving any of the required notices set out in
this section. ' ‘

(3) A person who contravenes the provisions of this section commits an offence
and shall, in respect of each offence, be liable on conviction to a fine equivalent to the
amount of the tax liability in addition to paying the tax due.
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(4) Nothing in this section or in.any other provision of this Act shall be ¢onstrued
i~ precluding the Service from verifying by tax audit or investigation into any matter
olting to any return or entry in any book, document, accounts, including those
stored in a computer, digital magnetic, optical or glectronic media as may, from time to
" time, be specified in any guideline by the Service.

(5) Any-person may-apply in writing to the Service for an extension of time within
which to comply with the provisions of this section and section 10 of this Act, in so far
as the person—. :

(a) makes the application betore the explratlon of the tlme sttpulated in thlS
section for making the returns ; and K , R

(b) shows good cause for his mablllty to comply with thisiprovision. :

(6) If the.Service is satisfied with the cause shown in the appli€ation,under of
subsection (5)(b) of this section, it may in writing grant the extension of the time or
limit the time as it may consider appropriate”..

18.—(1) Sections 53, 54, 55, 56,.57 of Part X of the Prmcnpal Act doaling with
Appeals to the Body of Appeal Commlssxoners are deleted

(2) Appeals shall be as provided in the Federal Inland Revenue Servwe Act.

19. Section 63 of the principal Act is amended—

(a) in subscction (5), by deleting the words “but only to the extent that the total
of such deductions does not excéed the amount of the asséssment and provided
the assessment is for the period to which such payments relaté under the provisions
of section 29 of this Act™ ;

(b) in subsection (7), by inserting the following new subsection “(7)"—

““(7) Any-excess payment arising from compliance with sections 60,61, 62 and
63 of this Act over the assessment under section 25 of this Act shall be refunded
by the Service within 90 days of the assessment if duly filed with the option to
setoff against future taxes” ; and

(¢) by renumbering the existing subsection “(7)” as subsection “(8)”.
20. Scction 64 of the principal Act is amended by—
(a) substituting for the words “thirty days” the words twenty one dayS and

(h) substituting for the-words “liable on conv1cttqn toa ﬁne of 20() percent” the
words “liable to a:;penatty.of 10 per-eent per annum’™.. .

21. Section 71 of the Principal Act is amended—

(«) in subsection (1), by substituting for the amount—
(£) “N200” the amount “¥&20,000.00” ;
(if) “#40” the amount “¥2,000.00” ; and

(h) in subsection (4) (d), by deleting the word “whether” and the words “or
after”.
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22. Section 72 of the principal Act is deleted.

23. Section-79 of the principal Act is amended by substltutmg for the existing
section, the following new section “79”—

*“79. The National Assembly may on the proposal by the President by a resolution
of each of the Houses of the National Assembly impose, increase, reduce, withdraw
or cancel any rate of tax, duty or fee chargeable specified in section 29 and Second
Schedule to the Act in accordance with section 59.(2) of the Constitution of the
Federal Republic of Nigeria, 1999.” ,

24. Section 80 of the Principal Act is amended in subsection (4) by—

(u) substituting for the existing paragraph “(g)” the following new. paragraph
“(g)”

“(g) application for trade or business licence " ; and
_(b) deleting the word “buying” in paragraph (1)—

25. This Act may be cited as the Companies Income Tax (Amendment) Act, 2007.

[ certify, in accordance with section 2 (1) of the Acts Authentication Act, Cap. 4,
Laws of the Federation of Nigeria 1990, that this is a true copy of the Bill passed by
both-Houses of National Assembly.

NasIRU [BRAHIM ARAB,
Clerk to the National Assembly
16th Day of April, 2007.

EXPLANATORY MEMORANDUM

This Act amends the Companies Income Act, Cap. 60 LFN, 1990 and, among

‘other things, makes it more responsive to the tax reform policies of the Federal
- Government and enhances its implementation and effectiveness.



SCHEDULE TO COMPANIES NCOME TAX (AMENDMENT) BILL, 2007

(1) (2) - (3) (4) (3)
Short Title of Long Title of the Summary of the Date passed by Date passed by
the Bill Bill Contents of the Bill the Senate the House of
) Represematives
Companies Income | An Act to amend the| This Bill seeks to amend

Tax (Amendment)
Bill, 2007.

Companies Income Tax, and
for related matters.

Companies Income Tax Act. Cap.
60, LFN, 1990 and. among other
things make it more responsive
to the tax reform policies of the
Federal Government and enhance
its implementation and
effectiveness.

20th February, 2007.

~ 21st February. 2007,

I certify that this Bill has been carefully compared by me with the decision reached by the National Assembly and found by me to

be true and correct decision of the Houses and is in accordance with the provi

Federation of Nigeria, 1990.

I ASSENT.

NasirU IBRAHIM ARAB,
Clerk to the National Assembly

sions of the Acts Authentication Act Cap. 4. Laws of the

16th Day of April, 2007.

CHier OLUSEGUN OBASANJO, GCFR

President of the Federal Republic of Nigeria
16th Day of April, 2007.
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