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Stamp duty is an instrument tax charged on written 

or electronic documents whether executed in 

Nigeria or not, except such instruments are 

specifically exempted under the Stamp Duties Act 

(“SDA”) CAP S8 LFN 2004 as amended.

The Schedule to the SDA provides a list of dutiable 

documents and the applicable stamp duty (“SD”)

rates which may be levied at a fixed (flat amount) or 

ad valorem (percentage of the value of the 

transaction) rate. Any agreement/contract not 

specifically provided under the SDA is to be 

stamped at a nominal rate of 15 Kobo.

On 20 July 2020, the Federal Inland Revenue 

Service (“FIRS”) released a Public Notice which 

provided a summary of dutiable instruments, with 

their corresponding stamp duty rates. This included 

a charge of 1% stamp duty on contracts.

In this article, we shall examine the legality of the 

1% rate.

The FIRS Information Circular No:2020/05 (“the 

Circular”) on “Clarifications on the Provisions of 

The Stamp Duties Act” mandated all corporate 

entities, including Ministries, Department and 

Agencies (MDAs), to charge stamp duties on all 

contracts and remit the same to the relevant tax 

authority. All chargeable persons including 

individuals, institutions, private organisations, and 

banks are expected to use the FIRS SD portal for 

payment of their stamp duties. 

The FIRS further classified services and other 

unspecified agreements on the FIRS portal as 

“Contract Agreements” and imposed a 1% stamp 

duty on such contracts.  The Circular also imposed 

a stamp duty flat rate of ₦500 on instruments such 

as Guarantor's Form (For Loan Application), Loan 

Agreement (as accompanying document to a 

mortgage or debenture), Power of Attorney 

(Revocable/not Land Related) etc. 

Summary of the FIRS circular

What is the SDA rate for unspecified 

agreements?

The Schedule to the SDA contains applicable 

stamp duty rates for specified instruments. 

However, for agreements not specifically 

mentioned under the SDA, the Schedule provides a 

15 Kobo rate.

Can the FIRS amend SD rates?

The Constitution of the Federal Republic of 

Nigeria (“CFRN”) makes provision for the role of 

each arm of government with respect to making, 

interpreting, and implementing laws. 

The Second Schedule of the CFRN has stamp 

duties as item 58 on the executive legislative list 

and Item 7 on the concurrent legislative list. This 

empowers the National Assembly and the state 

governments (subject to the conditions prescribed 

by the National Assembly) respectively to 

administer stamp duties.

Section 4 of the SDA vests the power to impose, 

charge, and collect SD on the federal government 

and state governments. This was amended by the 

Finance Act 2019 to the FIRS and State Internal 

Revenue Services (SIRS).  The exercise of this 

power does not however extend to the 

amendment of stamp duty rates.

The FIRS/SIRS routinely issue circulars and 

publications to provide clarity and guide the 

administration of tax laws. However, these 

circulars cannot be considered as legislative 

provisions. This position has been upheld by the 

Court and Tax Appeal Tribunal in a plethora of 

cases. 

For instance, In Tetra Pak West Africa Limited v. 

FIRS, Global International Drilling v FIRS, and 

Ess-Ay Holdings Limited v. FIRS, the decisions 

were to the effect that a circular is neither law nor 

regulation but merely an explanatory note to 

provide information to the public thus cannot by 

any stretch of statutory interpretation override or 

supersede the clear and unambiguous meaning of 

any statutory provision.
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More recently, the Tax Appeal Tribunal in New 

Skies Satellites B.V v. FIRS held that a Circular is 

incompetent to vary, supplant, or override the 

provisions of an Act of the National Assembly, and 

both the office of the Accountant-General of the 

Federation and the FIRS lack the authority to 

amend the rates specified under the Schedule to 

the SDA by their respective Circulars or by other 

means howsoever. The amendment of the rates 

prescribed in the Schedule to the SDA is a 

legislative function reserved exclusively to either 

the National Assembly or a State House of 

Assembly.

The TAT also determined that the applicable rate 

for instruments not specifically charged with stamp 

duty is 15 Kobo in line with the Schedule to the 

SDA and contrary to the FIRS position in its 

circulars.

It should be noted that although Circulars do not 

constitute law, they have a place in legal and tax 

parlance. They inform taxpayers of the position of 

the tax authorities which reduces unnecessary tax 

disputes. This knowledge can also be used by

taxpayers in preparing arguments where they 

disagree with the Circulars.

Takeaway

The 1% stamp duty imposed on Contract 

Agreements has no basis in the SDA. The ₦500 

flat rate imposed on some contracts/agreements 

by the FIRS is also not a rate recognised under 

the SDA. 

The FIRS has since commenced the deduction of 

1% SD rate chargeable on contract agreement 

and the application of the ₦500 flat rate on some 

instruments. The 1% rate has also been used in

back duty assessments raised by the FIRS. This 

practice has also led to the treatment of the 1% 

SD remittance as a condition precedent for 

release of mobilisation fees especially where 

MDAs are a party to the contracts. 

If the Federal Government intends to amend the 

applicable rates of SD in Nigeria, the proper 

channel for amending the rates should be 

followed i.e., through the National Assembly. Until 

such an amendment is made, the application of 

the 1% and ₦500 SD rates are illegal as they are 

inconsistent with the SDA.

Who can alter SD rates?

The power to alter SD rates is vested in the 

National Assembly (NASS) or the State Houses of 

Assembly (SHA). By virtue of Section 116 of SDA, 

the NASS and SHA may by a resolution increase, 

reduce, add new duties, or repeal chargeable duty 

as it relates to matters within their legislative 

competence.  Similarly, other provisions of the SDA 

other than the Schedule can only be amended or 

modified by an Amendment Bill duly passed by the 

National Assembly and assented to by the 

President of the Federal Republic of Nigeria.
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