
At PwC, our purpose is to build trust in society and solve important problems. We’re a network of firms in 155 countries with 

over 284,000 people who are committed to delivering quality in assurance, advisory and tax services. Find out more and tell us what 

matters to you by visiting us at www.pwc.com 

Background

The Federal Inland Revenue Service (FIRS) audited Dangote 

Industries Limited (DIL or the “Company”) for the period 2013 

– 2015 after which it assessed the Company to N10.98b in 

additional taxes. DIL disputed the assessment on the basis 

that the established tax audit procedures were not followed by 

the FIRS, and that the Company was not given fair hearing 

during the process. DIL also disputed the Excess Dividends 

Tax (EDT) assessments on the basis that EDT should not 

apply on the redistribution of dividends received from pioneer 

companies and from subsidiaries which have been subject to 

WHT (franked investment income). 

The FIRS subsequently issued a Notice of Refusal to Amend 

(NORA), after which DIL filed an appeal at the Tax Appeal 

Tribunal (TAT).

DIL’s arguments

The Company’s key arguments were as follows:

• The FIRS infringed on DIL’s right to fair hearing by 

simultaneously issuing a revised assessment and a 

NORA. Based on the Companies Income Tax Act (“CITA”), 

DIL was entitled to object within 30 days after receiving an 

assessment

• It was unlawful for the FIRS to add back 

amortisation/impairment of intangible assets (computer 

software) for CIT purposes, as the expenses were incurred 

for business purposes.

• EDT should not apply on the redistribution of franked 

investment income and dividends received from pioneer 

companies.

FIRS’ arguments

• The Company was given adequate time to provide 

relevant supporting documents and clarification before the 

assessments were issued. The assessments that were 

issued considered available supporting documentation.

• EDT applied on the redistribution of franked investment 

income. However, for pioneer income, the company did 

not provide documents to substantiate.

TAT ruling

The TAT held that:

• The appellant’s right to fair hearing had not been infringed 

as adequate time was given between when the letter of 

intent and the assessments were issued.

TAT rules on the applicability of Excess Dividends 

Tax on certain tax-exempt income, VAT on 

reimbursements, and taxpayers’ right to fair hearing
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• The FIRS did not act unlawfully in making assessments if the 

taxpayer does not provide relevant documents to support its 

position.

• VAT should not apply on the reimbursement of costs such as 

salaries, rent and bank charges paid by the subsidiaries on 

behalf of DIL and recharged to the Company.

• The redistribution of dividends comprising franked 

investment income and dividends received from pioneer 

companies were exempt from EDT (even before this was 

specifically included in CITA in 2020). However, DIL must 

provide adequate documentation to prove that WHT was 

deducted before the Company received the dividends, and to 

justify the pioneer status of the relevant subsidiaries.
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Takeaway

As underscored in the TAT’s ruling, taxpayers should be 

aware that they have the burden of proof to provide sufficient 

documentation especially when objecting to an assessment. 

The exemption of VAT from reimbursements is an interesting 

one and is in line with some of the judicial precedents at the 

time, for example Brasoil vs FIRS which was referenced by 

DIL in the suit. However, there have been recent conflicting 

rulings where the TAT ruled that VAT applied on recharges 

because the costs were essentially that of the principal. In 

any event, following amendments to the VAT Act in 2020, 

taxpayers should be more careful with structuring contracts 

as reimbursements, especially on cross-border transactions, 

as the consumer in Nigeria is now required to incur or 

account for VAT under the self-charge rule.

In holding that franked investment income or income received 

from pioneer companies were exempt from EDT, the TAT 

aligns with recent tax law changes in 2020. Prior to this time, 

CITA was slightly ambiguous about whether the source of the 

dividend would preclude the profits from the EDT rules . 

However, some banks had obtained similar rulings from the 

FIRS pre-2020. Taxpayers will be delighted about the TAT’s 

exclusion of pioneer profits and franked investment income 

from EDT, before the Finance Act amendments.

Kenneth Erikume

Tax Partner

kenneth.y.erikume@pwc.com

Emeka Chime 

Associate Director

chukwuemeka.x.chime@pwc.com

For deeper discussions, please contact:

Alfred Ofulue

Assistant Manager

alfred.ofulue@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.


