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Recently, a public hearing
was held to receive
comments on the Double
Tax Treaties Nigeria has
signed with Spain, Sweden
and South Korea.

Ratification is required by
Section 12(1) of the Nigerian
Constitution which
precludes treaties from
having the force of law until
they have been enacted into
law by the National
Assembly.

For a deeper discussion, please
contact any of the persons
below or your usual contact
with PwC Nigeria:

Taiwo Oyedele
+234 1 271 1700 Ext 50002
taiwo.oyedele@ng.pwc.com

Esiri Agbeyi
emuesiri.agbeyi@ng.pwc.com
+234 1 271 1700 Ext 5o006

Ann Ameh

ann.ameh@ng.pwc.com
+234 1 271 1700 Ext 50085

Overview

The legislature has commenced
the process of ratifying three
avoidance of double tax treaties
[DTT] with Spain, South Korea
and Sweden signed on 18
November 2004, 6 November
2006 and 23 June 2009
respectively. The treaties
generally follow the Organisation
for Economic Cooperation and
Development [OECD] Model Tax
Convention.

Some Key Provisions of the
Treaties

Scope: The treaties apply to
taxes on income and capital. In
Nigeria, these include the
Personal Income Tax,
Companies Income Tax, Capital
Gains Tax, Petroleum Profit Tax,
Education Tax and other taxes
on income and capital.

Permanent Establishment [PE]:
All the treaties include a service
PE where employees furnishing
services over 6 months in any 12-
month period can create a PE.

Interest: Interest payable to a
beneficial owner will be subject
to a maximum tax rate of 10%.

Dividends: The reduced tax rate
for dividends is 7.5% provided
the recipient is beneficial owner
and has a minimum of 10%
shareholding; otherwise the rate
will be 10%.

Royalties: A maximum tax rate
of 7.5% is imposed on royalties.
However, under the Nigeria-
Spain treaty, the maximum rate
is 3.75% for non-corporate
beneficial owners.

Immoveable property: The
source country has taxing rights
on income derived from
immoveable properties and gains
from direct or indirect sale of a
property rich entity. Capital
gains on the disposal of shares is
currently tax exempt in Nigeria.

Observations

OECD BEPS agenda: On 24
November 2016, the OECD with
over 100 participating countries
including Nigeria issued a
Multilateral Treaty [MT] in line
with Action 15 of the Base
Erosion and Profit Shifting
[BEPS] project to modify
bilateral treaties. The MT seeks
to tackle BEPS issues such as
treaty abuse, hybrid mismatches,
PE avoidance and offers more
options for dispute resolution
amongst others. The MT would
be signed in 2017 and once
adopted by Nigeria could
potentially amend all existing
DTT including these three.

Takeaway

Nigeria currently has only a
handful of in-force DTTs so the
recent effort to expand the treaty
network is good.

Based on Central Bank of
Nigeria’s data on capital
importation for the last 5 years,
only 6 of the countries with
which Nigeria has DTTs are in
the top 50 FDI source countries.
While Nigeria seeks to expand its
treaty network, focus should be
on significant trading partners
and there should be a speedy
process for ratifying agreed
DTTs.
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