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Background

On 7 November 2022, the Federal Inland Revenue Service 

(FIRS) issued a Public Notice (the “Notice”) requiring certain 

companies to withhold VAT on taxable supplies from their 

vendors and remit to the Service. This is in line with the recent 

amendment to the Value Added Tax Act (VAT) Act, which 

empowered the FIRS to appoint any person to withhold or 

collect VAT and pay the tax by the 21st of the following month. 

Prior to this amendment, the VAT Act had already mandated 

taxable persons in the Oil and Gas sector, and Ministries, 

Departments & Agencies (MDAs) to deduct VAT on payments 

to suppliers.

Highlights of the FIRS’ Public Notice

In the Notice, the FIRS states that with effect from 1 January 

2023, MTN, Airtel and all deposit money banks as defined by 

the CBN guidelines, are hereby appointed to withhold or collect 

VAT charged on all taxable supplies from vendors. The FIRS 

clarified that the appointed companies are to file VAT returns 

for the VAT so deducted from their suppliers, separate from the 

returns for VAT collected from their customers.

Interestingly, the FIRS stated that suppliers whose output VAT 

is withheld by these appointed entities, can claim the input VAT 

incurred against output VAT collected on other supplies. Where 

there is excess input VAT to be recovered, the balance would 

be available for refund or as VAT credit which can be set off 

against future VAT payments. The FIRS highlighted that 

adequate measures have been put in place to facilitate the 

prompt refund of input VAT under this arrangement.

With regards to non-compliance penalties, the FIRS maintained 

that the existing penalties in Section 34 of the VAT Act would 

apply. Therefore, the appointed companies would be exposed 

to a penalty of 150% of the amounts not collected, and interest 

comprising the prevailing Central Bank of Nigeria (CBN) 

rediscount rate plus 5%. The above is in addition to other 

penalties due under the VAT Act such as late filing penalties of 

N50,000 and N25,000 for the first and subsequent months of 

default, respectively.
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Takeaway

The appointment of MTN, Airtel and deposit money banks to deduct 

and remit VAT from their vendors is expected to provide 

intelligence to improve tax compliance, resulting in increased 

revenue for the government. However, it is unclear why the FIRS 

did not appoint other mobile network operators. This may be 

viewed as increasing compliance costs for the affected companies 

and impacting their competitiveness from an industry perspective.

The FIRS should consider deploying technology to automatically 

allocate the VAT deducted from suppliers to the suppliers’ accounts 

and make refunds seamless to cushion the likely cash flow impact 

on the affected taxpayers. This would be a desired change from the 

current FIRS practice of subjecting refund applications to 

comprehensive audits often extended to cover other taxes and 

denying the taxpayers timely refunds if at all granted. Upgrading the 

refund system to align with global best practices improves 

taxpayers confidence and voluntary compliance. 

The requirement for VAT (and other tax) payments to be made in 

the currency of transaction may need to be revisited by amending 

the tax laws, considering current foreign exchange realities. 

Payment of taxes in currencies other than Naira increases the 

demand for FX from the parallel market, contributing to the 

depreciation of the Naira and negatively impacting Nigeria’s FX 

liquidity. 

In conclusion, as the government continues to rely more on non-oil 

revenues to fund the budget, the FIRS is devising measures to 

improve collections and potentially the country’s tax-to-GDP ratio 

by mitigating leakages. However, this needs to be balanced with 

the need to improve ease of tax compliance and reduce the 

associated compliance costs to the affected taxpayers.

For a deeper discussion, please contact:

Kenneth Erikume

Tax Partner

kenneth.y.erikume@pwc.com

Emeka Chime

Associate Director

chukwuemeka.x.chime@pwc.com

Israel Obadina

Senior Associate

Israel.obadina@pwc.com

© 2022 PricewaterhouseCoopers Nigeria. All rights reserved. In this document, "PwC" refers to the Nigeria member firm, and may sometimes 

refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.


