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Background

The Federal Inland Revenue Service (FIRS) recently issued a 

Public Notice highlighting Nigeria’s rationale for not yet signing 

off on the OECD’s 2-Pillar Solution (the “Agreement”) for taxing 

digital companies. 3 other member-countries of the OECD’s 

Inclusive Framework (IF) on Base Erosion and Profit Shifting 

(BEPS) - Kenya, Pakistan and Sri Lanka, are also yet to 

endorse the agreement.

The Agreement seeks to address the tax challenges arising from 

digitalisation and globalisation of the economy, and is designed 

to ensure large multinational enterprises (MNEs) pay a minimum 

level of tax on the income arising in each jurisdiction where they 

operate. Already, about 138 out of the 141 member-countries of 

the OECD IF on BEPS have endorsed the Agreement.

Nigeria recently enacted the Significant Economic Presence 

(SEP) rule, which taxes MNEs that earn N25m and above from 

remotely providing digital services to Nigerian customers, and 

also MNEs that remotely provide technical, professional, 

management and consulting services.

The FIRS Public Notice

The FIRS has stated that Nigeria’s reluctance to endorse the 

Agreement is in the best interest of the country; and seeks to 

prevent revenue leakage from the country. The FIRS expressed 

the following concerns with the Agreement:

• MNEs are required to have annual global turnover of €20bn 

(about N9trn) and profitability of 10%, to be subject to the 

taxing rules in the Agreement. According to the FIRS, most 

MNEs that operate in (or with) Nigeria do not meet this 

criteria and would consequently fall outside the tax net. This 

is further compounded by the fact that the Agreement 

requires this threshold to have been met for 4 consecutive 

years.

• Unlike local rules which provide that companies are exposed 

to CIT when they generate annual turnovers of N25m (about 

€57,000), the Agreement prescribes that for MNEs to be 

subject to CIT in Nigeria, such MNEs must have generated 

€1m in turnover in the relevant year. According to the FIRS, 

this would also exclude many MNEs from Nigerian tax and 

create a disparity which would be unfair, especially to local 

companies.

• The Agreement provides for disputes to be resolved by an 

international arbitration panel, and not under the country’s 

judicial system. The FIRS highlighted that such a process 

may not be favourable to Nigerian companies, and would 

also imply significant legal and other incidental expenses.
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The FIRS highlighted some initiatives being put in place to address 

challenges with taxing the digital economy. These include the 

periodic review of Nigeria’s tax laws, the establishment of a 

designated “Non-Resident Persons Tax Office”, deployment of 

technology in tax administration.
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Takeaway

It does not seem like Nigeria would adopt a global taxing 

framework for MNEs in the near future, especially where 

such a framework can be considered as reducing immediate 

tax revenue to Nigeria. This was also signalled in the recent 

amendment to the tax laws to allow the FIRS deem profits 

for Digital MNEs that provide services to Nigeria, under 

certain conditions.

The African Tax Administration Forum (ATAF) had 

previously echoed some of the concerns highlighted by the 

FIRS, and it is hoped that future revisions to global taxing 

proposals would factor in some of the needs and 

peculiarities of developing economies.

June 2022


