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GUIDE TO DOING BUSINESS IN NIGERIA

1.

THE COUNTRY AT A GLANCE

1.1

What languages are spoken?
English is the official language spoken in Nigeria. Although there are over 250 local
languages and dialects, the three major local languages spoken in Nigeria, which are
representative of the 3 major tribes, are Hausa, Igbo and Yoruba. There is also a form of
indigenised English, which is generally referred to as "Pidgin English", which is widely
spoken informally in the mid-western and southern parts of the country.

1.2

What is the exchange rate for the U.S. dollar, the Euro?
The official rates published by the Central Bank of Nigeria as at 5th May, 2014 are as
follows:
US$: =N=155.73
Euro (€): =N=216.58

1.3

Describe your country’s geography, proximity to other countries and climate.
Nigeria is located in West Africa and shares land borders with the Republic of Benin in
the west, Chad and Cameroon in the east, and Niger in the north. Nigeria’s coast in the
south lies on the Gulf of Guinea on the Atlantic Ocean. Its geographic coordinates are
10˚North, 8˚East. Its total area comprises 923, 768sq km, which is made of land:
910,768sq km, water: 13,000 sq km, coastline: 853km and maritime claims (territorial
sea: 12 nautical miles, exclusive economic zone: 200 nautical miles and continental
shelf: 200-m depth or to the depth of exploitation).
Nigeria’s climate is equatorial in the south, tropical in the central area and arid in the
north. The terrain varies from coastal swamps and tropical forest in the south, to
savannah and semi-desert in the north. The country’s highest points are the Jos Plateau
in the centre (1,200 - 2,000 metres above sea level) and the mountains along the
eastern border. The River Niger, which is the third longest river in Africa, flows through
Nigeria.

1.4

Are there cultural influences or prohibitions on the way business is conducted?
There are no cultural influences or prohibitions on the way business is conducted in
Nigeria. The conduct of businesses is generally governed by the provisions of the
Companies and Allied Matters Act, Chapter C20, Laws of the Federation of Nigeria 2004
(the principal legislation which governs the incorporation and management of companies
and other corporate entities). In addition, certain sector-specific legislation and the rules
and regulations of the relevant regulators in such sectors might be applicable, for
example, companies operating in the telecommunications sector are subject to the
provisions of the Communications Act, as well as the guidelines that may be published

by the Nigerian Communications Commission (which is the regulator for the
telecommunications sector).
Business dress in Nigeria is generally formal, although, in some establishments,
traditional native dress is permitted.
1.5

Are there religious influences or prohibitions on the way business is conducted?
There are, generally, no religious influences or prohibitions on the way business is
conducted in Nigeria. In the Northern parts of Nigeria, however, the Sharia law does
have some bearing, and could, in some instances, govern business dealings between
parties.
Nigeria observes five national work-free days annually in recognition of certain Islamic
holidays, and also observes four national work-free days annually in recognition of
Easter (Good Friday and Easter Monday) and Christmas (25th and 26th December),
respectively.

1.6

Explain your country’s infrastructure. Be sure to explain which cities have
airports, railroad systems, ports, and public transportation.
Nigeria currently has infrastructure in the forms of roads, electricity, and communications
systems. There is a general consensus locally and internationally that Nigeria is
significantly lacking in infrastructure, most notably electric power. The last few decades
witnessed little, if any, investment in much-needed public infrastructure and as a result,
most of the infrastructure is deteriorating.
In certain states, however, the state government has taken significant steps to improve
public infrastructure, but given the federal nature of the country and the dichotomy
between federal and state jurisdictions with respect to certain infrastructure, there is a
need for coordination and cooperation between federal and state authorities in order to
deliver the infrastructure needed.
Airports
Nigeria has 22 airports operated by the Federal Airports Authority of Nigeria (FAAN),
four of which are functional international airports. The international airports are the
Murtala Muhammad International Airport in Lagos state, the Mallam Aminu Kano
International Airport in Kano state, the Port Harcourt International Airport in Rivers
States, and the Nnamdi Azikiwe International Airport Abuja, the Federal Capital Territory.
In addition, there are airstrips or airfields in various locations across the country, built
mainly by the Nigerian Air Force and multinational oil companies.
Ports
The ports of Nigeria are operated by the Nigerian Ports Authority (NPA). The NPA is a
federal agency vested with the control of the major ports in the country, namely:
the Lagos Port Complex and Tin Can Island Port in Lagos; Calabar Port, Delta
Port, Rivers Port at Port Harcourt, and Onne Port. Operations of the NPA are carried out
in affiliation with the Ministry of Transport and the Nigerian Shippers' Council.
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Railroad System
Railways in Nigeria are operated by the Nigerian Railway Corporation (NRC). Nigeria’s
rail system comprises 3,557 kilometers of 1,067 mm (3 ft 6 in) narrow gauge track. The
country has two major rail lines: one connects Lagos on the Bight of Benin and Nguru in
the northern state of Yobe; the other connects Port Harcourt in the Niger Delta and
Maiduguri in the northeastern state of Borno. Both lines, however, are barely
operational presently, and do not contribute much to the transportation of passengers
and goods in Nigeria, thereby increasing the pressure on the road networks.
In Lagos, which is commonly referred to as the commercial capital of Nigeria, the
government has undertaken to address the issue of traffic congestion by promoting
public private partnerships in numerous transport sectors including, road, bus and rail.
The initial two lines being developed are the Okokomaiko – Marina Line (Blue Line) and
the Agege – Marina Line (Red Line). The Blue Line will run along the center of the
Badagry Expressway. The Red Line will run along an existing NRC corridor.
There is currently a bill before the upper federal legislative house, the Senate, which
seeks to amend the out-dated Nigerian Railway Corporation Act (first passed in 1955
and last amended in 1956), primarily to permit not only the NRC, but also states of the
federation and private sector operators who are licensed by the Minister under the NRC
Act, to construct and operate railway transportation for the public carriage of passengers
or goods in Nigeria. The bill also seeks to increase the various penalties for offences
committed under the NRC Act, given that the existing penalties would probably not act
as a deterrent. The bill passed the first reading by the Senate on 3rd April 2014.

Public transportation
The various states have diverse modes of public transportation, and this is usually a
combination of buses, taxis and in more recent times, the motorcycle (also referred to in
Lagos as the “okada”) and automotive tricycles (also referred to in Lagos as “Keke
NAPEP” or “Keke Marwa”). Traffic congestion can be a problem in the major cities such
as Lagos and, in order to address this issue, the Lagos state government recently
introduced the BRTS (Bus Rapid Transit System) with a fully integrated transport system
with set routes, special lanes and buses with level boarding.
1.7

Explain the communication system.
Telecommunications
The principal legislation that governs the Nigerian telecommunications sector is the
Communications Act, Chapter N97, Laws of the Federation of Nigeria 2004. The
Communications Act established the Nigerian Communications Commission (NCC) as
the independent regulator for the telecommunications sector (the broadcasting sector is
regulated by the National Broadcasting Commission by virtue of the National
Broadcasting Commission Act, Chapter N11, Laws of the Federation of Nigeria 2004.
The Communications Act requires that any entity that intends to provide a
telecommunications service in Nigeria must obtain a telecommunications license from
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the NCC (either an individual or a class license). The Communications Act prohibits a
licensee from engaging in any activity that is not specifically licensed.
There was a boom in the Nigerian telecommunications industry following the award of
licences for the provision of Global System for Mobile Communication (GSM) services in
2001, which ended the monopoly of the now non-operational government owned
operator, NITEL, and “put a mobile phone in the hands of almost all Nigerians”. The
telecommunications services that are currently being licensed by the NCC are:


























Sales and installation of terminal equipment (including mobile cellular
phones, satellite communication and switching equipment)
Public Payphone services
Internet services
Prepaid Calling Card services
PNL Local Exchange Operator
Paging Services
Trunk and 2-Way Radio Network Services
Fixed Telephony services, employing cable and radio
Satellite Network Services (e.g. domestic VSAT networks)
Repair and maintenance of telecommunications facilities
Tele-Centres/Cyber Cafes
Sale and installation of mobile cellular phones and HF/VHF/UHF radio
amongst other items
Sale and installation of fixed telephone sets, modems, cordless phones,
fax and PABX machines and switches not exceeding 30 lines capacity
Repairs and Maintenance for (a) an individual technician operating a small
workshop; (b) companies operating small & medium workshops; (c)
companies operating comprehensive workshops)
Cabling services by (a) an individual technician - cabling within premises
only; (b) companies - cabling within premises and/or an estate; companies
undertaking more extensive cabling including underground cabling)
Underwater cable systems
International Submarine Cable Infrastructure & Landing Station Services
Unified Access Services
Digital Mobile Services
Electronic Directory Information Services
Infrastructure Sharing & Collocation Services
Central Equipment Identity Registry Services
Automated Vehicular Tracking Services
Public Mobile Communications –Trunk Radio Services

Broadcasting
Broadcasting in Nigeria is regulated by the National Broadcasting Commission (NBC).
The primary obligation of the NBC is to receive, process and consider applications, for
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the establishment, ownership or operation of radio and televisions stations including
cable services, direct satellite broadcasting and any other medium of broadcasting.
The NBC recognises three tiers of broadcasting namely: Public Broadcasting,
Commercial Broadcasting and Community Broadcasting. The following are the
broadcasting services that are available in Nigeria:
1.
2.
3.
4.
5.
6.
7.

Terrestrial Radio and Television Coverage:
Terrestrial Radio Mode:
Terrestrial Television Mode: (PAL; B/G)
Satellite Radio Mode:
Satellite Television Mode:
Community Broadcast (Free-to-air)
Internet Broadcasting

The largest broadcasting companies are the government-owned Federal Radio
Corporation of Nigeria (FRCN) and the Nigerian Television Authority (NTA). Most states
also have a broadcasting company that broadcasts one or two locally operated terrestrial
stations. There are also a lot of private television station operators in Nigeria, as well as
several private radio stations. Most of their programmes are aimed at African and global
audiences, but the broadcasting is mainly done out of their Lagos, Abuja, Obosi and Port
Harcourt centers.
The most popular cable television provider is Multichoice (DSTV) a South African cable
television station, broadcast over satellite.
1.8

Describe the public services – i.e. water, electricity, gas. Are they publicly or
privately owned?
Prior to 1999, Nigeria’s public infrastructure was owned and managed by the
government through agencies established by statute. The current trend, however, is that
ownership and provision of utilities is moving from government to the private sector. To
encourage this, in 2005 the Federal Government of Nigeria (“FGN”) enacted the
Infrastructure Concession Regulatory Commission Act (the “ICRCA”). The ICRCA allows
the private sector to participate in financing the construction, development, operation or
maintenance of infrastructure or projects of the FGN through concession or contractual
arrangements, and it establishes an Infrastructure Concession Regulatory Commission
with the responsibility for regulating all concessions by the FGN and its agencies. The
FGN also enacted the Public Procurement Act in 2007 and certain states, such as Lagos
have their own laws and agencies that aim to deliver infrastructure through public private
partnerships.
a) Electricity
Prior to the enactment of the Electric Power Sector Reform Act (“EPSR Act”) in March
2005, the FGN was wholly responsible for policy formulation, regulation, operation, and
investment in the Nigerian electric power sector. The government regulated the electric
power sector through the Federal Ministry of Power and Steel, and operations were
executed through the National Electric Power Authority (“NEPA”). NEPA’s mandate was
to generate, supply and maintain an efficient, coordinated and economic system of
electricity supply to all parts of Nigeria. It was charged with responsibility for generating,
transmitting, distributing and selling electric power nationwide. Under-funding and
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ineffective management strategies contributed to NEPA’s poor operational and financial
performance. Added to this, inadequate, poorly maintained infrastructure saw to the
decline of transmission and distribution networks, and as a result, power generation fell
to an all time low capacity of about 1700MW by 1998.
In 2000, the Federal Government, reacting to the declining state of power supply within
the country, embarked on a policy formulation process that resulted in the ongoing
reforms in the power sector. A policy called the National Policy on Electric Power
(“NPEP”) was approved by the Federal Executive Council in 2001.
In furtherance of these reforms a “Roadmap to Power Sector Reform” which set out the
reform agenda and identified the pressing areas that required critical attention by laying
out the strategies required to effectively implement the privatisation of the electric power
sector was unveiled in 2010.
In addition to the 18 successor companies that were established to take over the
generation, distribution and transmission business of PHCN, two significant companies,
namely the Nigeria Electricity Liability Management Company Limited/Gte (NELMCO)
and the Nigerian Bulk Electricity Trading Plc (NBET), were also set up by the FGN to
give effect to the reform agenda by ensuring a smooth transition into a new liberalized,
productive and efficient power sector. On its part, NELMCO was established to take over
the non-core assets and liabilities of NEPA and the management and settlement of
PHCN’s Power Purchase Agreement obligations and other legacy debts and stranded
liabilities of PHCN. On the other hand, NBET’s establishment addresses a very
important role in the current reform as it was set up to engage in the purchase and
resale of electric power and ancillary services, by executing bankable power purchase
agreements with independent power producers and the successor generation
companies, thereby reducing the credit risk prevalent in the industry and providing the
legal backing required to promote and encourage private sector investment in the
industry.
In August, 2013, the Federal Government of Nigeria announced the conclusion of the
privatisation of the unbundled assets of PHCN (excluding the Transmission Company of
Nigeria). On 30th September, 2013, President Goodluck Jonathan handed over the share
certificates and licenses of the successor companies to the new owners. Physical hand
over of the companies took place on 1st November, 2013. This privatisation exercise is
the largest development in the Nigerian power sector to date, and lays the foundation for
substantial investments in the sector with the expectation that it will lead to an increase
in the generation capacity, and expand the capacity of transmission and distribution
networks and is undoubtedly a step in the right direction.
The electricity supply industry is expected to evolve through three stages: the pretransitional stage1, transitional stage2 and the medium term stage3.

1

The pre-transitional stage is the stage during which all the preparatory work for the electricity market will occur. We are currently in
the late phase of the pre-transitional stage.
2
The core component of the transitional stage is to ensure orderliness in the transition of the monopolistic inefficient electricity
market to a private sector driven and competitive one.
3
This stage marks the beginning of retail competition in the market and will be characterised by competitive entry into the market.
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One of the problems that has affected (and is still affecting) the Nigerian power sector is
inadequacy and inconsistency in the supply of gas to the power generation stations as
well as poor maintenance of gas pipelines and low gas pressure which affects the supply
of gas to the generation companies.
The reliability of the transmission system is another major factor affecting the power
sector in Nigeria. Based on the installed capacity of the on-grid power generation plants
in Nigeria (6,000MW), the capacity of power being generated (currently estimated at
3,500MW) is far greater than what the present transmission infrastructure can
accommodate. Obsolete substation equipment, inadequate coverage of infrastructure
and high technical and non-technical losses as well as the service provider’s ability to
effectively evacuate power generated by the Gencos are some of the challenges faced
by the transmission services provider in Nigeria. This power evacuation issue has
greatly hindered the improvement of power supply in the country.
With the imminent addition of generation capacity of up to 5,453MW (ISO) through the
privatisation of the NIPP projects, there is further need to ensure that the transmission
system is capable of evacuating all the power generated. Acknowledging the need to
upgrade the transmission network in the country, the Federal Government declared in
January, 2014, that it had raised the sum of $1.5bn for the upgrade of the network
commencing in 2014. This upgrade is expected to develop a transmission grid that can
efficiently evacuate all power generated (on-going projects are aimed at increasing the
network’s evacuation capacity to 15,000MW in the first instance), increase reliability to at
least 99.9% through the creation of adequate network redundancies, reduce
transmission losses to less than 5%, amongst others.
b) Water
The Federal Ministry of Water Resources and the various State Water Agencies are
responsible for developing and maintaining water supply within Nigeria. There are also
private companies that carry out water resources development projects, although these
projects are not necessarily co-ordinated with any arm of the government.
The Lagos State Water Company (LWSC), which is wholly owned by the Lagos State
government, operates in 29 zones in Lagos State covering an increasing population of
15 million people. It is the largest water utility in West Africa. Wateraid, a leading
independent organisation has also teamed up with agencies of the Nigerian government
to achieve the completion of various water projects in Nigeria.

c) Oil and Gas
Nigeria is endowed with enormous proven oil and gas resources, and oil and gas plays
an important role in the economic development of the country. Nigeria’s natural gas
reserves are estimated to be well over 187 trillion cubic feet (2,800 km³), making Nigeria
the largest gas province in Africa and ninth largest in the world. With a proven crude oil
reserves estimated to be about 35.3 billion barrels (5.61×109 m3), Nigeria is ranked the
second largest oil-rich nation in Africa and the tenth in the world.
Oil and gas exports account for more than 95% of export earnings and about 83% of
federal government revenue, as well as generating more than 14% of the nation’s Gross
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Domestic Product. It also provides 95% of foreign exchange earnings, and about 65% of
government budgetary revenues.
Oil and gas production is regulated under a wide range of statutes and regulations in
Nigeria, including, among other things, laws related to: location of wells, drilling and
casing of wells and well production limitations; the environment and spill prevention
plans; surface use and restoration; platform, facility and equipment removal; the
calculation and disbursement of royalties; the plugging and abandonment of wells;
bonding; permits for drilling operations; and taxes.
Currently, the Petroleum Act is the primary legislation governing the development of
petroleum in Nigeria. Since petroleum is defined in the Petroleum Act to include "gas",
the provisions of the Petroleum Act which relate to exploration and production of oil
generally also apply to the exploration and production of gas.
The Nigerian Ministry of Petroleum Resources (the "MPR"), which is headed by the
Nigerian Minister of Petroleum Resources (the "MPR Minister"), acts for and on behalf of
the Nigerian Government and has broad powers, including the authority to issue
regulations and the power to grant licenses and leases for oil and gas exploration,
prospecting and mining. The MPR Minister regulates the industry through the
Department of Petroleum Resources (the "DPR"), which is headed by a director and
forms part of the MPR.
The Nigerian Government allocates licenses to operators in any such areas deemed to
have potential for petroleum accumulation at the discretion of the MPR Minister, known
as a licensing round. The last licensing round in Nigeria was in 2007. The NNPC, on
behalf of the Nigerian Government, operates a number of joint ventures, and controls a
majority stake in the long-standing joint venture operations, being those with the
Nigerian subsidiaries of Chevron, Texaco, Eni/Agip, ExxonMobil, Shell and Total, which
account for a majority of Nigeria's total production. NNPC is also the Nigerian
Government's representative in the several production sharing contracts ("PSCs")
concluded by the Nigerian Government with a number of IOCs operating in Nigeria.
Efforts by the Nigerian government to develop a new legal, regulatory and institutional
framework for the Nigerian petroleum industry has resulted in the preparation of a
composite bill - the Petroleum Industry Bill ("PIB") - currently before the National
Assembly, which, if passed, will reform the legal, institutional, regulatory and fiscal
frameworks of the Nigerian oil and gas industry.
Another interesting development in the Nigerian oil and gas industry is the recent effort
of the Federal Government of Nigeria to increase the participation of Nigerians in the
petroleum industry through the enactment of the Nigerian Oil & Gas Industry Content
Development Act, 2010 (the "Local Content Act"). The Local Content Act stipulates the
minimum local content requirements that must be complied with in the execution of any
project in the Nigerian petroleum industry. The Local Content Act also requires that first
consideration should be given to Nigerian companies (that is, companies incorporated in
Nigeria with a minimum of 51% shares held by Nigerians). There has been an increase
in indigenous participation following the enactment of the Local Content Act.
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2.

GENERAL CONSIDERATIONS

2.1

INVESTMENT POLICIES

2.1.1

Does the country generally welcome investment? Are there governmental or
private agencies devoted to the promotion of investment?
Yes, Nigeria welcomes foreign investment. The Nigerian Investment Promotion
Commission Act, Chapter N117, LFN 2004 (the “NIPC Act”) established the Nigerian
Investment Promotion Commission (“NIPC”) which is the principal government agency
responsible for promoting and coordinating foreign investment in Nigeria. All Nigerian
companies with foreign equity participation are required to register with the NIPC and
obtain a certificate of company with foreign participation. The Federal Ministry of the
Interior is responsible for issuing the other main foreign investment approvals that
companies with foreign shareholders who wish to do business in Nigeria and/or employ
expatriate personnel are required to obtain before commencing business in Nigeria.
Foreign investors are guaranteed access to the authorised foreign exchange market in
order to repatriate dividends, interest payment on loans, returns on capital upon
divestment, and the proceeds of judgment debts, subject to obtaining, at the time of their
investment in Nigeria, a document called a Certificate of Capital Importation.

2.1.2

What is the rate of inflation?
The rate of inflation published on the website of the Central Bank of Nigeria
(www.cenbank.org) as at April, 2014 is 7.8%.

2.1.3

Explain any sector exceptions, incentives or restrictions on foreign investment?
a) Sector exceptions/restrictions
Negative List
Sections 18 and 31 of the NIPC Act prohibit investment generally in the following
sectors:
a. production of arms and ammunition;
b. production of and dealing in narcotic drugs and psychotropic substances; and
c. production of military and paramilitary wears and accoutrement including those of
the police and the customs, immigration and prison services.
This list (also referred to as the “negative list”) is not exhaustive and may be expanded
to include such other items as the Federal Executive Council may determine from time to
time.
Cabotage
There are also restrictions on foreign investment in the maritime sector, where the
cabotage restrictions primarily seek to promote indigenous ownership of vessels
engaged or to be engaged in coastal trade and navigation within the territorial waters of
Nigeria.
Local Content
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In the oil and gas industry, the Local Content Act provides for “Nigerian Content”
development with respect to the procurement of various services within the oil and gas
industry. “Nigerian Content” is defined in the Act as “the quantum of composite value
added to or created in, the Nigerian economy by a systematic development of capacity
and capabilities through the deliberate utilisation of Nigerian human, material resources
and services in the Nigerian oil and gas industry”.
The Local Content Act provides incentives for every “Nigerian company” operating in any
sector of the Nigerian petroleum industry. A Nigerian company is defined as a company
which has been incorporated in Nigeria and in which a minimum of 51% of its shares are
held by Nigerians. Such companies are given priority (“first consideration” and in certain
cases “exclusive consideration”) over companies that have less than 51% Nigerian
shareholding, in bids for contracts and the award of various licences and leases (e.g. for
oil blocs, seismic exploration, crude oil refining, gas processing or transportation, etc).
Further, the Local Content Act requires that the minimum Nigerian content levels in any
project to be executed within the Nigerian petroleum industry must be consistent with the
minimum content levels set out in the schedule to the Act. The minimum Nigerian
Content prescriptions in the schedule are based on qualifications such as the number of
man hours relative to the duration of the project, size, tonnage and volume of certain
goods, level of certification and the extent of expenditure for procurement of local goods
and services. Legal services, financial services and insurance are required to be
obtained from Nigerians only, except where the use of foreign services is authorised.
Additionally, international or multinational companies operating through their Nigerian
subsidiaries are required to demonstrate that a minimum of 50% of the equipment used
by the subsidiary to execute projects in the Nigerian petroleum industry is owned by the
Nigerian subsidiary.
With regard to marginal fields in Nigeria, the Nigerian government requires that
companies looking to invest in such fields must be 51% Nigerian owed. Such companies
can, therefore, only allow a maximum foreign portfolio investment of 49%.
Advertising Industry
The Advertising Practitioners Council of Nigeria (“APCON”) was established by the
Advertising Practitioners (Registration Etc) Act, Chapter A7, Laws of the Federation of
Nigeria 2004 (“APCON Act”) to control and regulate the practice of advertising in Nigeria.
The APCON Act, amongst other things, empowers APCON to regulate and control the
practice of advertising and to do anything which in its opinion will facilitate the execution
of its functions under the Act.
In the exercise of its powers to make regulations governing the operation of advertising
practitioners in Nigeria, APCON issued the Proclamation on Registration and Licensing
Regime in the Advertising Industry (“Proclamation”) The Proclamation is stated to take
effect from 1st January 2013 and purports to introduce a new set of licensing guidelines
and requirements to govern advertising practice in Nigeria.
The Proclamation specifies two categories of advertising organisations in Nigeria as
follows:
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a) National Agencies - these are advertising organisations in which the total equity
participation by Nigerians not less than 74.9% and consequently, the aggregate
foreign equity investment in such entities is not more 25.1%.
b) Foreign Agencies – these are advertising organisations in which the total equity
participation by Nigerians is not more than 25.1% or the aggregate foreign equity
investment in such entities is not less than 25.2%.
Having made this distinction between national and foreign agencies, the Proclamation
goes on to state that a foreign agency shall practise advertising that is targeted at
markets outside the shores of Nigeria. What this implies is that a foreign agency cannot
practise advertising that is targeted at the Nigerian market.

Save for the restrictions outlined above, there are no other restrictions or exceptions to
foreign investment in Nigerian companies.
Investment Incentives
Please refer to Section 3 below for details of the investment incentives that are available
to foreign investors in Nigeria.
2.1.4

Describe de facto restrictions on investment, if any, such as bureaucratic
discretion.
Under Nigerian law, a foreign company wishing to carry on business in Nigeria is
required by the Companies and Allied Matters Act, Cap C20, LFN 2004 (“CAMA”) to do
so through a separately incorporated local entity, and until the local entity is so
incorporated the foreign company “shall not have a place of business or an address for
service of documents or processes in Nigeria for any purposes other than the receipt of
notices and other documents as matters preliminary to incorporation under [the CAMA]”.
There is, however, a limited exception to this general rule. The CAMA empowers the
Executive Council of the Federation (which is constituted by the President, Vice
President and all ministers, and represents the executive arm of the Nigerian
government) to grant exemptions from the mandatory incorporation requirement with
respect to foreign companies which are:
1. engaged by or with the approval of the FGN to execute specific projects;
2. undertaking approved loan projects on behalf of donor countries or international
organisations;
3. foreign government-owned companies engaged wholly in export promotion activities;
and
4. engineering consultants or technical experts working on specialist projects under
contract with any government of the federation or one of its departments or under
approved contracts with any other persons.
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Once incorporated, the local company must also obtain the necessary foreign
investments approvals which include the Certificate of Company with Foreign
participation and the Business Permit already mentioned above.
In addition to these requirements, where the local company intends to employ
expatriates, it must apply for expatriate quota positions for the relevant number of
expatriate personnel it intends to employ. An expatriate quota is the authorisation that
establishes the maximum number of expatriates that a company may employ. The
Ministry of the Interior has the discretion to determine what number of quota approvals to
grant to any applicant (irrespective of the authorised share capital of the company).
Typically, however, applicants for expatriate quota positions must have an authorised
share capital of at least =N=10,000,000.00 (ten million Naira or approximately
US$64,516.13) and there must be some evidence that the applicants are ‘serious’ about
doing business in Nigeria – a determination which is linked, among other things, to how
much of the applicant’s authorised share capital has actually been brought into Nigeria in
the form of imported capital (evidenced by a Certificate of Capital Importation (“CCI”),
2.1.5

What are the sizes of the different markets?
Information published on the website of the National Bureau of Statistics at
www.nigerianstat.gov.ng indicates that in 2013, the following sectors contributed to the
GDP in the following proportions:
Agriculture
Building and Construction
Trade
Crude Petroleum and Gas
Finance and Insurance
Accommodation and Food Services
Manufacturing
Real Estate
Solid Minerals
Transport and Storage
Information and Communication
Education
Others

–
–
–
–
–
–
–
–
–
–
–
–

21.97%
3.12%
17.02%
14.40%
3.30%
0.47%
6.83%
8.02%
0.10%
1.24%
10.94%
1.65%
4.2%

2.1.6

What types of businesses are conducted in the country?
Businesses conducted in Nigeria include amongst others all those listed in 2.1.5 above.
As we mentioned above, there are generally no restrictions on the types of businesses
conducted in the country except those matters indicated in the negative list (see
response to question 2.1.3 above) which is applicable to Nigerians as well as foreign
investors.

2.2

Diplomatic Relations

2.2.1

Explain any established diplomatic relations your country may have
Nigeria is a member of several international, regional, and sub-regional organisations,
which includes the United Nations and several of its special and related agencies, World
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Trade Organisation, the Non-Aligned Movement, the African Union (AU), the
Commonwealth of Nations, the Organisation of Petroleum Exporting Countries and the
International Maritime Organisation. Nigeria is also a member of the Economic
Community of West African States (ECOWAS), which seeks to harmonise trade and
investment practices for its West African Member countries and ultimately to achieve a
full customs union. Nigeria has also has consistently committed itself to the cause of
peacekeeping, and maintains diplomatic and consular relations with over 100 countries
including the United Kingdom and the United States of America.
Nigeria has entered into Bilateral Investment Agreements with a number of countries
and these countries are set out in the table below. Although all the agreements listed
below have been signed, only 13 (thirteen) of them are currently in force.

No.

Country

1.
1.
2.
3.

Algeria
Bulgaria
China
Egypt, Arab
republic of
Ethiopia
Finland
France
Germany
Italy
Jamaica
Romania
Russian
Federation
Serbia and
Montenegro
South Korea
Spain
Sweden
Switzerland
Taiwan
The Netherlands
Turkey
Uganda
United Kingdom

4.
5.
6.
7.
8.
11.

12.
9.
13.
14.
15.
16.
10.
17.
18.
19.
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Date of
Signature
14/01/02
21/12/98
27/08/01
20/06/00

Date of entry
into force
-

19/01/04
22/06/05
27/02/90
28/03/00
27/09/90
05/08/02
18/12/98
24/07/09

20/03/07
19/08/91
20/09/07
22/08/05
03/06/05
-

01/06/02

24/01/03

27/03/98
09/07/02
18/04/02
30/11/00
07/04/94
02/11/92
02/02/11
15/01/03
11/12/90

01/02/99
19/01/06
1/12/06
01/04/03
07/04/94
01/02/94
11/12/90
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2.2.2

Give addresses, and contact information for the embassies or consulates in your
country
Information on the foreign embassies or consulates in Nigeria are published on
http://www.onlinenigeria.com/nigMissions.asp.

2.2.3

Are there prohibitions or restrictions on certain business dealings with the
country?
Yes; the matters listed on the negative list cannot be undertaken by any business
enterprise in Nigeria. Please see our response to question 2.1.3 above for more details.

2.2.4

Explain any travel restrictions to or within the country?
Subject to a few exceptions in relation to nationals of ECOWAS countries, any foreigner
wishing to enter into Nigeria is required to obtain an entry visa for this purpose. Where a
foreigner intends to take up employment in Nigeria (other than employment with the
federal or a state government) he/ she is required to have a residence permit or a work
permit issued by the Comptroller General of Immigrations, and the relevant company
employing such expatriate may only apply for such permits if it has been granted
expatriate quota positions for this purpose. Please see further our response to question
2.1.4 above. Expatriates employed in Nigeria are required to notify the immigration
authorities of their movements into and out of Nigeria.
With the ratification of the ECOWAS Protocol on the Free Movement of Persons,
Residence and Establishments, effective from May 29, 1979, ECOWAS nationals are
entitled to stay in Nigeria for up to three months without visas. ECOWAS nationals
wishing to take up employment in Nigeria do require residence and work permits, but
since Phase II of the ECOWAS Treaty came into force, certain categories of ECOWAS
nationals are no longer subject to expatriate quota restrictions.

2.3

Government

2.3.1

Explain your country’s election system and schedule. Is there an anticipated
change in the present government?
Nigeria operates a federal political structure under the 1999 Constitution of the Federal
Republic of Nigeria (as amended), and consists of 36 (thirty six) States and a Federal
Capital Territory. After several decades of military rule, democracy was restored in
1999.
There are three tiers of government – the federal government, state governments, and
local governments. There are three arms of government - executive, judiciary and
legislature, each of which is required to be independent of the others.
The executive arm of the government is headed by the President who is also the
commander in chief of the armed forces. The President is elected for a term of 4 years,
and can be re-elected for a further term of 4 years. He is supported by a vice-president
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and a cabinet of ministers. Each state elects a governor who also serves for a term of 4
years, and can be re-elected for a further term of 4 years. There are deputy governors
and a cabinet of commissioners in each state. Within each state, there are local
government areas (“LGA”) which are recognised by the Constitution. Each LGA elects a
chairman and councillors to administer its affairs.
The legislature at the federal level is bi-cameral, consisting of the upper legislative
house (the Senate) and the lower house (the House of Representatives). Together, they
are referred to as the National Assembly. Members of the Senate and the House of
Representatives are also elected for a term of 4 years and can be re-elected for further 4
year terms.
The Judiciary - Justices are appointed to the Supreme Court, Court of Appeal, Federal
High Court and the High Court of the Federal Capital Territory, by the President on the
recommendation of the National Judicial Council (NJC), and subject to confirmation of
such appointment by the Senate. The Chief Justices of each of these courts are also
appointed by the President on the recommendation of the NJC, subject to confirmation
of such appointments by the Senate. Justices are appointed to the High Courts of each
state by the Governor of the State on the recommendation of the NJC, subject to the
confirmation of the appointment by the House of Assembly of the State. Persons
appointed to these courts must have been qualified to practice as a legal practitioner in
Nigeria:
a.
b.
c.

in the case of the Supreme Court, for a minimum of fifteen years;
in the case of the Court of Appeal, for a minimum of twelve years; and
in the case of the Federal High Court, and the High Court of the Federal Capital
Territory, and the state High Courts, for a minimum of ten years.

The Federal Government, in the exercise of its constitutional powers, enacted the
Independent National Electoral Commission (Establishment, etc) Act, Chapter I5, LFN
2004 (“INEC Act”). The INEC Act empowers the Independent National Electoral
Commission (“INEC”) to organise, conduct and supervise elections into executive and
legislative offices in all tiers of government. The next set of general elections will be held
in 2015.
The current president is Dr. Goodluck Ebele Jonathan. He was sworn into office on 29th
May 2011, for a term of 4 years. He is eligible to contest for a second term in office in
the general elections that will be held in 2015. The winner of the next presidential
election will be sworn into office on 29th May 2015.

2.3.2

Is the present government stable? Briefly explain your country’s political history
in the last decade.
On 29th May 1999, following 33 years of military rule, the administration of Chief
Olusegun Obasanjo was inaugurated. Simultaneously, governors were also elected to
lead the 36 states constituting the Federal Republic of Nigeria. Since this date, Nigerians
have elected 3 Presidents - President Olusegun Aremu Obasanjo (rtd.) (1999 to 2007),
President Umaru Musa Yar’Adua (deceased) (2007 to 2010) and the current President
Goodluck Ebele Jonathan, who was the vice-President under the late President Umaru

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 15 of 143

Musa Yar’Adua, became the acting President in 2010, and was elected President in
2011 for a term of 4 years.
2.3.3

Explain your country’s judicial system.
Nigeria operates a system of binding judicial precedent where the decisions of a higher
court are binding on the courts that are lower in the hierarchy. Appeals, therefore, lie
from the lower courts to the higher courts in the hierarchy. In the years since Nigeria’s
independence on 1st October 1960, the courts have developed a significant body of
judicial precedent that governs a wide range of matters in Nigeria. Where gaps have
existed in Nigerian law, the Nigerian courts have also considered the decisions of
other common law jurisdictions, such as England, as having persuasive effect.
The courts of record created under the Constitution are:
(i)

The Supreme Court - This is the highest court in the hierarchy of courts in
Nigeria and it sits in the Federal Capital Territory, Abuja. The Supreme Court
has original and exclusive jurisdiction to adjudicate on any dispute between the
Federation and a State or between States, and it hears appeals only from the
Court of Appeal. It consists of 17 justices, led by the Chief Justice of the
Federation. The decision of the Supreme Court on any matter is final and can
only be overturned by a subsequent decision of the Supreme Court.

(ii)

The Court of Appeal - The Court of Appeal is next in line to the Supreme Court
in the hierarchy of courts. It is bound by the decisions of the Supreme Court and
its decisions are binding on all other lower courts. It hears appeals, to the
exclusion of any other court, from the Federal High Court, the High Court of a
State, the Sharia Court of Appeal of a State, the Customary Court of Appeal of a
State, as well as from decisions of a Military Court Martial. The Court sits in
divisions spread across Nigeria.

(iii)

The Federal High Court - The Federal High Court has exclusive original
jurisdiction in respect of the matters specified in Section 251 (1) of the
Constitution, which includes banking, telecommunications, intellectual property,
federal agencies and their management, tax and taxation of companies,
securities, insurance and a host of country-wide regulatory organisations and
regulations created by Federal law. It also has original jurisdiction in respect of
treason, treasonable felony and allied offences. It does not, however, have
appellate jurisdiction. The Federal High Court also sits in various divisions
across Nigeria.

(iv)

The High Court of a State - There is a High Court established by the
Constitution for each of the 36 States of the Federation and for the Federal
Capital Territory. The High Courts of the various States and of the Federal
Capital Territory have general original jurisdiction over civil and criminal matters
except in relation to matters where another court (like the Federal High Court)
has been vested with exclusive jurisdiction, thus giving the High Courts the
widest jurisdiction under the Constitution. The High Court also has appellate
jurisdiction and hears appeals from lower courts such as magistrate, district and
area courts and tribunals established by law. Each High Court is divided into
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Judicial Divisions that sit in various parts of a State or of the Federal Capital
Territory.
(v)

The Sharia Court of Appeal - There is a Sharia Court of Appeal for the Federal
Capital Territory as well as for any State that requires it. This Court has
appellate and supervisory jurisdiction in civil proceedings involving questions of
Islamic personal law.

(vi)

The Customary Court of Appeal - There is a Customary Court of Appeal for the
Federal Capital Territory as well as for any State that requires it. This Court has
appellate and supervisory jurisdiction in civil proceedings involving questions of
customary law.

(vii)

The National Industrial Court - The 3rd Amendment to the Constitution
incorporates the National Industrial Court into the Constitution, with powers to
hear civil and criminal causes and matters relating to labour, including trade
unions and industrial relations, matters between employers, their organisations,
employees and their trade unions/representatives respectively.

(viii)

Other Courts and Tribunals established by law - In addition to the courts created
by the Constitution, there are other courts and tribunals established by the
specific legislation of either the National Assembly or the States. Among those
established by the National Assembly are the Investments and Securities
Tribunal, which hears disputes relating to investments in the capital market or
complaints against capital market operators.

(ix)

Other courts, established by State laws - These include various Revenue
Courts, Magistrate Courts, District Courts, Area Courts and Customary Courts
established by various States. These courts are inferior courts and of limited
jurisdiction. The High Courts exercise supervisory jurisdiction over all inferior
courts and Tribunals, and can make an order prohibiting proceedings
commenced in those courts and Tribunals where they exceed their jurisdiction,
or quash their decision. Appeals also lie from inferior Tribunals and courts to the
State High Courts.

Whilst generally, Nigerian courts are congested and cases tend to drag on for years, the
courts are revisiting and developing their processes and the rules of court are constantly
being modernised to achieve the expeditious and efficient trial of cases and to
encourage the amicable pre-trial resolution of disputes. In 2004, Lagos State adopted
new rules of court and thus set the pace for other courts in Nigeria. Several states such
as Rivers, Akwa Ibom, Cross River and Abuja among others have followed suit. The
Federal High Court also adopted new rules of courts in 2009. The new rules provide,
among other things, for a detailed case management system where parties are required
to provide advance notice of the evidence that they will rely on during the trial, at the
time they file their suits. Most steps in the course of a proceeding are required to be
taken within specified time-frames, with daily penalties that will be paid if a party fails to
take the step. The rules of Court also provide for amicable settlement of a dispute before
the matter proceeds to trial, through ‘pre-trial conferences’ and for the settlement of
issues prior to trial.
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2.3.4

Is the judicial system generally perceived to be impartial?
Generally, the Nigerian judicial system is perceived to be impartial and independent.
The Judiciary is an independent arm of government and is not under the control of
either the executive or the legislative arms. However, there have been instances in the
past of allegations and, sometimes, established cases of misconduct or corruption
against judicial officers. Such proven cases were promptly dealt with by the National
Judicial Council (NJC), which is the body established under the Nigerian Constitution
and charged with the responsibility to, among others, exercise disciplinary control over
judicial officers.

2.3.5

Must disputes be resolved in the country?
The Nigerian courts recognise parties’ choice of foreign law and jurisdiction, and the
attitude of the Nigerian courts in matters of choice of law and jurisdiction has, generally,
been to hold parties to their bargains. In certain limited circumstances, the courts have,
however, demonstrated that they will be prepared to assume jurisdiction notwithstanding
the express choice of some other jurisdiction by the parties, and in determining whether
to assume jurisdiction, the courts must consider the following factors:
(a)
(b)
(c)
(d)

the location of the evidence, and the convenience in terms of accessibility and
expenses as between the domestic and foreign courts;
the countries with which the parties are connected;
whether the party seeking to stay the proceedings is only seeking procedural
advantages;
whether the plaintiffs would be prejudiced by having to sue in the foreign court
because they would:
(i)
(ii)
(iii)
(iv)

be deprived of security for that claim;
be unable to enforce any judgment obtained;
be faced with a time bar not applicable to the domestic court; or
for political, racial, religious or other reasons be unlikely to get a fair trial.

The application of these factors is entirely at the discretion of the court, which discretion
will be exercised judiciously.
2.3.6

Is there a political method of resolving disputes?
The judicial method is the only legally recognised method for resolving disputes.

2.3.7

Are alternative methods of dispute resolution permitted?
Yes. Parties may resolve their disputes through arbitration, conciliation, mediation or a
combination of any of these.

2.3.8

How long does it take to resolve disputes?
The timing for resolving disputes is largely dependent on the willingness of the parties to
resolve such disputes as speedily as possible. There is, however, a constitutional
requirement that judgments in relation to commercial disputes must be delivered within
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three months of the conclusion of the hearing, although failure to do so will not invalidate
the proceedings and the judgment.
2.3.9

Can foreign judicial decisions be enforced in the country?
Any foreign judgment for a definite sum would be recognised and enforced in the courts
of the Federal Republic of Nigeria without re-trial or examination of the merits of the case
provided that:
(a)

it could be established that the foreign court had jurisdiction over the case;

(b)

notice of the proceedings in the foreign court was served on the defendant in
sufficient time to enable the defendant to defend the proceedings;

(c)

the judgment was not obtained by fraud;

(d)

enforcement would not be contrary to Nigerian public policy;

(e)

the matter in dispute had not previously been the subject of a final and
conclusive judgment by another court having jurisdiction in the matter; and

(f)

enforcement proceedings are instituted within 12 months from the date of the
judgment or such longer period as may be allowed by a superior court in Nigeria.

With respect to condition (f) above, it might be possible to institute enforcement
proceedings within 6 years after the date of the foreign judgment if the Minister of Justice
has made an order extending the provisions of Part 1 of the Foreign Judgments
(Reciprocal Enforcement) Act Chapter F35, Laws of the Federation of Nigeria 2004 to
the jurisdiction in which the foreign judgment which is sought to be enforced, was made.
As far as we are aware, the Minister of Justice has not, to date, made any orders
extending the provisions of Part 1 of the Foreign Judgments (Reciprocal Enforcement)
Act to any foreign jurisdiction.
The Arbitration and Conciliation Act Chapter A18, LFN 2004 also makes provision for the
recognition and enforcement of foreign arbitral awards by the courts, provided that such
award has been obtained in a country that is a signatory to the New York Convention on
the Recognition and Enforcement of Foreign Arbitral Awards 1958 and that none of the
following factors exist:
(i)

a party to the arbitration agreement is under some legal incapacity;

(ii)

the arbitration agreement is invalid under the parties’ choice of law;

(iii)

the party against whom the award is sought to be enforced was not given proper
notice of the appointment of an arbitrator or of the arbitral proceedings or was
otherwise unable to present his case;

(iv)

the award deals with a dispute not contemplated by the terms of the submission
to arbitration;
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(v)

the award contains decisions on matters which are beyond the scope of the
submission to arbitration;

(vi)

the composition of the arbitral tribunal, or the arbitral procedure, was not in
accordance with the agreement of the parties;

(vii) the award has not yet become binding on the parties or has been set aside or
suspended by a court of the country in which, or under the law of which, the
award was made; or
(viii) the recognition or enforcement of the award would be against public policy.
2.3.10 Are there separate tribunals depending upon the subject matter of the case?
Yes. See further our comments in paragraph 2.3.3.above.
2.3.11 Are there different legal systems within the country or its political subdivisions?
Yes. See further our comments in paragraph 2.3.3 above.
2.3.12 Can the investor choose to be subject to the country's jurisdiction or not?
Investors in Nigeria are subject to the laws of Nigeria, and they would be required to
comply with such laws for the duration of their investment in Nigeria. This said, in their
contractual agreements with Nigerian parties, they can choose to have the terms of their
contracts governed by foreign law, and for disputes to be resolved in a foreign
jurisdiction. See further our comments in paragraph 2.3.9 above.
2.3.13 Explain your country’s legislative system.
The Constitution generally sets out the powers of each tier of government – the
legislature, executive and judicial powers. In distributing the powers of government, the
Constitution created two Lists in the Second Schedule to Constitution called the
Exclusive Legislative List and the Concurrent Legislative List. Only the FGN has the
exclusive power to perform executive and legislative functions in respect of matters
listed in the Exclusive Legislative List, while the FGN and the federating states share
executive and legislative powers in respect of items listed in the Concurrent List. Matters
not listed in either the Exclusive or the Concurrent Lists are reserved to the States as a
residual matter over which only the States of the federation have the exclusive power to
exercise both executive and legislative functions. The implication of the method of
distribution of power adopted in the Constitution is that if any tier of government
exercises either executive or legislative power over a matter that has been reserved for
another tier of government, such powers will be deemed to have been exercised ultra
vires, and will be entitled to be declared unconstitutional, null and void.
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2.4

Environmental Considerations

2.4.1

What is the public/government attitude toward environmental regulation?
Section 20 of the Nigerian Constitution empowers the Federal Government (FGN) to
protect and improve the environment and to safeguard the water, air and land, forest and
wildlife of the country. Various environmental protection laws and regulations have
been enacted to give effect to this policy. In addition, there are a number of common law
rules, which are applied by Nigerian courts that also seek to regulate the impact of
activities on the environment.
The primary environmental protection legislation enacted by the FGN is the National
Environmental Standards and Regulations Enforcement Agency (Establishment) Act
2007 (the “NESREA Act”), section 27 (1) of which prohibits the discharge of any
hazardous substance in harmful quantities into the air, land and waters of Nigeria or at
the joining shorelines unless such discharge is permitted or authorized by any law in
force in Nigeria.
The NESREA Act established the National Environmental Standards and Regulations
Enforcement Agency (the “NESREA”), as a parastatal in the Federal Ministry of
Environment, Housing and Urban Development and grants it wide-ranging powers to
enforce compliance with environmental standards, regulations, rules, laws, policies and
guidelines. The NESREA is also responsible for the protection and development of the
environment, biodiversity conservation, sustainable development and the development
of environmental technology. The NESREA Act, vests the NESREA with the powers to
make regulations on air quality, atmosphere protection, ozone protection, noise, water
standards, effluent limitations, environmental sanitation, land resources and watershed
quality.
In addition, there is the Petroleum Act, Chapter P10, LFN, 2004, under which the
Minister of Petroleum is empowered to make regulations and to also delegate those
powers to a department of the Ministry of Petroleum. Similarly, the Minister of Transport
is empowered to make regulations further to the powers vested in him by the Oil in
Navigable Waters Act Chapter O6 LFN 2004. The Department of Petroleum Resources
(“the DPR”), which is the authority to whom the Minster of Petroleum has delegated her
powers in respect of petroleum activities has, also, issued detailed regulations, known as
the “Environmental Guidelines and Standards for the Petroleum Industry in Nigeria
issued by the Department of Petroleum Resources” (1998).
Further information on the relevant environmental regulations is set out in our response
to question D2 below.
There has in the past been a lack of clarity as to whether State Governments and the
Federal Government can legislate on the environment at the same time. The Supreme
Court has held, however, that the regulation of the environment is the exclusive
responsibility of the Federal Government of Nigeria. Although the effect of this is to
render invalid all environmental laws enacted by State governments, in practice, the
State Governments still insist that all projects comply with the regulations of the State
environmental agencies.
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2.4.2

Explain any environmental regulations
The principal enactments on the environment in Nigeria include:
The Constitution of the Federal Republic of Nigeria 1999 (the “Constitution”)
The National Environmental Standards and Regulations Enforcement Agency
(Establishment) Act No. 25 of 2007
(c) Environmental Impact Assessment Act Chapter E12 LFN 2004
(d) Nuclear Safety and Radiation Protection Act Chapter N142 LFN 2004
Oil in Navigable Waters Act Chapter 06 LFN 2004
(e) Oil Pipelines Act Chapter O7 LFN 2004
(f) Harmful Waste (Special Criminal Provisions) Act Chapter H1 LFN 2004
(g) National Oil Spill Detection and Response Agency Act No. 15 of 2006 (NOSDRA
Act)
(h) Petroleum Act Chapter P10 LFN 2004
(i)
Hydrocarbon Oil Refineries Act Chapter H5 LFN 2004
(j)
Associated Gas re-injection Act Chapter A25 LFN 2004
(k) Endangered Species Act Chapter E9 LFN 2004
(l)
Sea Fisheries Act Chapter E LFN 2004
(m) Exclusive Economic Zone Act Chapter E17 LFN 2004
(n)
Petroleum Products and Distribution (Management Board) Act Chapter P LFN
2004
(o) Territorial Waters Act Chapter T5 LFN 2004
(p) Minerals and Mining Act Chapter M12 LFN 2004
(q) Quarantine Act Chapter Q2 LFN 2004
(r) River Basins Development Authority Act Chapter R9 LFN 2004
(s) Water Resources Act Chapter W2 LFN 2004
(t) Niger-Delta Development Commission (Establishment) Act. Chapter N86 LFN
2004
(u) Land Use Act Chapter L5 LFN 2004
(v) Factories Act Chapter C1 LFN 2004
(w) Criminal Code Chapter C38 LFN 2004
(x) Nigerian Atomic Energy Commission Act Chapter N91, LFN 2004
(y) International Convention on Civil liability for Oil Pollution Damage 1969
(a)
(b)

(a) The Constitution: The Constitution provides that the ‘State’ shall have the duty and
responsibility to “protect and improve the environment and safeguard the water, air
and land, forest and wildlife of Nigeria”.
The Constitution empowers the National Assembly to the exclusion of the State
Houses of Assembly to make laws for the peace, order and good governance of the
Federation or any part thereof with respect to matters included in the Exclusive
Legislative List set out in Part 1 of the Second Schedule to the Constitution. Item
60(a) of the Exclusive Legislative List empowers the National Assembly to legislate
in respect of the establishment and regulation of authorities for the Federation or
any part thereof to promote and enforce the observance of the Fundamental
Objectives, part of which is as contained in Section 20 of the constitution. By
necessary inference, therefore, it is only the Federal Government that can make
laws to protect and improve the environment and safeguard the water, air and land,
forest and wildlife of Nigeria and any other environmental matters since such
matters fall within the Fundamental Objectives and Directive Principles contained in
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the Constitution in respect of which only the Federal Government, acting through
the National Assembly, can legislate. This position was confirmed by the Supreme
Court in the case of Attorney General of Lagos State -v- Attorney General of the
Federation & Ors (2003) 12 NWLR (Part 833) page 1, particularly at page 179,
paragraphs G-H and page 180 paragraphs A-B:
“section 20 of the Constitution empowers the National Assembly to enact any
appropriate law on matters of environment as a subject item under the Exclusive
Legislative List by virtue of the operation of Item 60(a) of that List”.
What this means is that the power to legislate on environmental matters is vested in
the National Assembly.
(b) The National Environmental Standards and Regulations Enforcement Agency
(Establishment) Act 2007 (the “NESREA Act”): This is the principal legislation
for the protection of the environment in Nigeria. The Act repealed the Federal
Environmental Protection Agency Act, Chapter F10 LFN 2004 (the “FEPA Act”)
which was hitherto, the principal legislation on environmental law in Nigeria. The
NESREA Act established the National Environmental Standards and Regulations
Enforcement Agency (the “NESREA”) as a parastatal in the Federal Ministry of
Environment, Housing and Urban Development and grants it wide-ranging powers
to enforce compliance with environmental standards, regulations, rules, laws,
policies and guidelines. NESREA is also responsible for the protection and
development of the environment, biodiversity conservation, sustainable
development and the development of environmental technology. Although the
NESREA Act repealed the FEPA Act, the NESREA Act nonetheless preserved all
the subsidiary regulations made pursuant to the FEPA Act. Accordingly, all the
regulations and guidelines made pursuant to FEPA such as the National
Environmental Protection (Effluent Limitation) Regulations (S.1. 8 of 1991); the
National Environmental Protection (Pollution abatement in Industries and Facilities
Generating Wastes) Regulations (S.1. 9 of 1991) and the FEPA Guidelines and
Standards for Environmental Pollution Control (1991) remain valid, subsisting and
enforceable by NESREA.
The NESREA Act, vests NESREA with the powers to make regulations on air quality,
atmosphere protection, ozone protection, noise, water standards, effluent limitations,
environmental sanitation, land resources and watershed quality. The NESREA Act
prohibits the discharge of any hazardous substance in harmful quantities into the air,
on land and in the waters in Nigeria or at the adjoining shorelines unless such a
discharge is permitted or authorized by any law in force in Nigeria.
The NESREA is, however, generally precluded from regulating environmental
matters in the oil and gas sector, but it can exercise environmental regulatory powers
in the oil and gas sector, provided it is acting under the provision of an international
convention, protocol, or treaty which is enforceable in Nigeria.
For the purpose of implementing the provisions of the NESREA Act, the Act
empowers an officer of the NESREA on production of his certificate of designation if
so required, to inspect documents as are required to be kept under the Act and any
appliance, device or other items used in relation to environmental protection. An
authorized officer also has the power to enter into any premises, land, vessel or
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other facility except Maritime tankers, Barges or Floating Production Storage Offload
(FPSO) and gas facilities in which he has reasonable belief that a contravention of
the Act has taken place for the purpose of conducting inspection, searching and
taking samples for analysis.
NESREA has also made the following regulations pursuant to the powers conferred
on it by the NESREA Act.
(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)

National Environmental (Pollution Abatement in Mining and Processing of
Coal, Ores and Industrial Minerals) Regulations, 2009
National Environmental (Sanitation and Wastes Control) Regulations, 2009
National Environmental (Pollution Abatement in Chemicals, Pharmaceuticals,
Soaps and Detergent Manufacturing Industries) Regulations, 2009
National Environmental (Pollution Abatement in Food, Beverages and
Tobacco Sector) Regulations, 2009
National Environmental (Pollution Abatement in Textiles, Wearing Apparel,
Leather and Footwear Industry) Regulations, 2009
The National Environmental (Wetlands, River Banks and Lake Shores
Protection) Regulations, 2009
The National Environmental (Watershed, Hilly, Mountainous and Catchment
Areas) Regulations, 2009
National Environmental (Ozone Layer Protection) Regulations, 2009
National Environmental (Noise Standards and Control) Regulations, 2009
National Environmental (Access to Genetic Resources and Benefit Sharing)
Regulations, 2009
National Environmental (Permitting and Licensing Systems) Regulations,
2009

Pursuant to section 35 of the NESREA Act, the following Regulations which were
made by FEPA are now deemed to have been made by NESREA as subsidiary
legislations under the NESREA Act and are also enforced by NESREA:
(i)
(ii)
(iii)

National Environmental Protection (Effluent Limitation) Regulations, 1991;
National Environmental Protection (Pollution Abatement in Industries and
Facilities Generating Wastes) Regulations, 1991;
National Environmental Protection (Management of Solids and Hazardous
Wastes) Regulations, 1991.

The National Environmental Protection (Effluent Limitation) Regulations, 1991 and
the National Environmental Protection (Pollution Abatement in Industries and
Facilities Generating Wastes) Regulations, 1991 which were issued pursuant to the
repealed Federal Environmental Protection Agency Act, but saved by Section 35 of
the NESREA Act and is now enforced by NESREA) contain a summary of the
emission limits permitted in Nigeria.
(c) Environmental Impact Assessment Act: In Nigeria, it is an offence to embark on
any activity or project that may have significant environmental effects, without
having first undertaken, and submitted to the Federal Ministry of Environment,
Housing and Urban Development, an Environmental Impact Assessment Report.
An environmental impact assessment is to be undertaken where the extent, nature
or location of a proposed project or activity is likely to have a significant effect on the
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environment. “Environmental Effect” is defined in the Environmental Impact
Assessment Act as any change that a project may cause to the environment,
regardless of whether such changes occur within or outside Nigeria as well as any
changes in health or socio-economic conditions.
The issues, which must be addressed in an environmental impact assessment, are,
as set out in section 4 of the Environmental Impact Assessment Act, namely:
“a description of the proposed activities;
a description of the potential (sic) affected environment,
including specific information necessary to identify and assess
the environmental effect of the proposed activities;
(iii) a description of the practical activities, as appropriate;
(iv) an assessment of the likely or potential environmental impacts
of the proposed activity and the alternatives, including the direct
or indirect cumulative, short-term and long-term effects;
(v) an identification and description of measures available to
mitigate adverse environmental impacts of proposed activity and
assessment of those measures;
(vi) an indication of gaps in knowledge and uncertainty which may
be encountered in computing the required information;
(vii) an indication of whether the environment of any other State or
Local Government area or areas outside Nigeria is likely to be
affected by the proposed activity or its alternatives; and
(viii) a brief and non-technical summary of the information provided
under paragraphs (a) to (g) of this section.”
(i)
(ii)

The Schedule to the Act contains a “mandatory study list”, in which is an included
activity for which a “mandatory study” must be prepared. A “mandatory study” is an
environmental assessment that, in addition to the issues set out in section 4,
contains:
(i)

an assessment of the environmental effects of malfunctions or accidents
that may occur;

(ii)

the significance or seriousness of the effects; and

(iii)

technically and economically feasible measures that will mitigate any
adverse environmental effects of the project.

The penalties imposed for failure to comply with the provisions of the Environmental
Impact Assessment Act are a fine of =N=100,000.00 (One hundred thousand Naira)
or imprisonment for 5 years where the offender is an individual, and a fine of
between =N=50,000.00 (Fifty thousand Naira) and =N=1,000,000.00 (One million
Naira) for corporate bodies.
NESREA is also empowered, under the Pollution Abatement Regulations listed
above, to demand environmental audits from existing industries and environmental
impact assessment from new industries and major development projects, such audit
and assessment to be concluded within 90 days of the receipt of the demand from
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NESREA. The regulations do not, however, provide an indication of the matters to be
addressed in the audits and assessment.
(d) Harmful Wastes (Special Criminal Provisions, etc.) Act: The Harmful Wastes
Act regulates all activities relating to the sale, purchase, importation, transit,
transportation, deposit and storage of harmful wastes. “Harmful wastes” are
defined as “any injurious, poisonous, toxic or noxious substance that subject any
person to the risk of death, fatal injury or incurable impairment of physical and
mental health” and the fact that the harmful waste is placed in a container shall not
by itself be taken to exclude any risk which might be expected to arise from the
harmful waste.
(e) Petroleum Act: Section 8 (1)(b)(iii) of the Petroleum Act empowers the Minister for
Petroleum Resources to carry out environmental impact assessments to make
regulations for the prevention of the pollution of watercourses and the atmosphere.
Under the Environmental Guidelines and Standards for the Petroleum Industry in
Nigeria 1991 (“EGASPIN”) issued pursuant to the Petroleum Act, the Department of
Petroleum Resources has the power to conduct an independent Environmental
Impact Assessment (additional to that carried out by the NESREA) prior to the
issuance of a license to construct, maintain and operate a gas pipeline.
(f) The Criminal Code: The Criminal Code creates offences relating to environmental
pollution and prohibits the introduction of noxious substance or any vitiating
elements into the waters or atmosphere, for example, section 245 of the Criminal
Code provides that any person who corrupts or fouls any spring, stream, well, tank,
reservoir, or place so as to render it less fit for the purpose for which it is ordinarily
used, is guilty of a misdemeanour, and is liable to imprisonment for six months.
(g) Nuclear Safety and Radiation Protection Act: The Nuclear Safety and Radiation
Protection Act (“NSRP Act”) regulates the use, keeping, transportation and disposal
of radioactive substances and also, practices or activities that produce radioactive
substances. The NSRP Act establishes the Nigeria Nuclear Regulatory Authority
(the “Authority”) and vests it with power to regulate the possession and application
of radioactive substances. In order to give effect to the purpose of The NSRP Act,
The NSRP Act stipulates several regulatory, registration and licensing provisions.
The use of any premises for keeping or using a nuclear substance or a source of
ionizing radiation is prohibited unless the person keeping or using such substance is
registered with the Authority in respect of the premises. Such registration may be
subject to such conditions as the Authority may determine. The conditions may
include requirements as to the structure or other alterations of apparatus,
equipment or appliance used for the purpose of nuclear material, radioactive
substances or a source of ionizing radiation from which radioactive wastes may
occur; requiring the person to whom the registration relates to furnish the Authority
with information relating to removal of those substances to which this Act relates;
and prohibiting the sale of radioactive substances unless they are packed and
labeled in the manner prescribed by The NSRP Act.
The NSRP Act, also, prohibits the production and marketing of any consumer
product containing radioactive substance without license from the Authority, which
license can only be issued if the product will not cause undue radiation exposure to
the users or the environment.
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Where a company is involved in exploration, excavation, mining and milling of ores
containing radioactive materials, such company must obtain a license from the
Authority before the construction of any installation connected with such activities. An
application for this license should contain information on the waste management
system. Any such license issued is always subject to the Code of Practice as laid
down by the Authority.
The license may be invalidated on the following grounds: (a) that the application
contains fraudulent or incorrect statement; (b) failure to comply with the provisions of
The NSRP Act; (c) violation of any conditions of the license; (d) inability of the
licensor to perform his duty for which the license was issued, or (e) the inability, for
any reason, of the licensor to be entitled to the license.
The NSRP Act further requires a person who manages a facility connected with
radioactive or nuclear material to report to the Authority any theft or loss of such
materials under his possession. All consignors, carriers and consignees of
radioactive materials are required to have a license from the Authority. Any such
consignee, consignor or carrier must notify the Authority prior to effecting any
transportation, delivery and receipt of any radioactive substance. Any radioactive
material to be dispatched should be packaged in accordance with the stipulations in
the Code of Practice.
(h) Oil in Navigable Waters Act: Under the Act, the owner or master of a ship will be
guilty of an offence where crude oil, fuel oil lubricating oil or heavy diesel oil is
discharged from a Nigerian ship into a prohibited sea area. It is also an offence if any
oil or mixture containing oil is discharged into the waters within the seaward limits of
the territorial waters of Nigeria and all other inland waters which are within those
limits and are navigable by sea-going ships.
A person who is guilty of the above offences on conviction by a High Court or a
superior court or on summary conviction by any court of inferior jurisdiction may also
be liable to a fine.
By section 10 of the Act, it is an offence for the owner or master of a vessel not to
report any discharge of oil or mixture containing oil from a vessel into the waters of a
harbour in Nigeria for the purpose of securing the safety of the vessel, or preventing
damage to the vessel or her cargo or of saving life, or not to report oil or mixture
containing oil found to be escaping, or to have escaped, into such waters in
consequence of damage to the vessel or by reason of leakage. A person who fails
to make such a report is guilty of an offence and shall be liable on summary
conviction to a fine not exceeding =N=400.
(i) Oil in Navigable Waters Regulations: These Regulations were made pursuant to
sections 5 and 7 of the Oil in Navigable Waters Act, which empowers the Minister to
make regulations requiring ships in Nigeria to be fitted with such equipment for the
purpose of preventing or reducing discharges of oil into the sea and requiring
Nigerian ships of 80 tons gross tonnage or more to keep certain records. Nigerian
ships (except a tanker) of 80 tons gross tonnage or over which uses bunker fuel
tanks is required to be fitted with an oily-water separator. The master of a Nigerian
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ship (except a tanker) of 80 tons gross tonnage or over which uses fuel oil is required
to keep records of the following events:
(i) an occasion on which oil is discharged from his ship for safety purposes;
(ii) an occasion on which oil is discharged from his ship as a result of damage to the
ship or any leakage; and
(iii) any operation involving ballasting of oil tanks, separation of oil from waters or
other substances, disposal of any oil or water or any other substance resulting
from ballasting or separation of oil from water, and the disposal of any other oil
residue.
The master of a vessel of whatever nationality is also required to keep records of
transfer of oil to and from the vessel while the vessel is within the seaward boundary
of the territorial waters of Nigeria. If the transfer of oil is to a barge, the record will be
kept by the person supplying the oil and if the transfer is from a barge, the record will
be kept by the person to whom the oil is being delivered. The records should state
the following:
(i) the name and port of registry of the vessel or barge;
(ii) the date of transfer;
(iii) the place of transfer;
(iv) the amount and description of oil transferred; and
(v) the vessel, barge, or place on land from or to which the oil was, as the case may
be, transferred.
(j) Oil Pipelines License Act: This Act provisions for the grant of permits to survey a
land for the purpose of constructing oil pipelines and for the grant of licenses for
construction of oil pipelines.
Where a permit to survey is granted, it entitles the holder to do all such things on the
land as are necessary to ascertain the suitability of the land for the construction of oil
pipelines. The holder of a permit to survey is, however, obliged under section 6 to
take reasonable steps to avoid damage to any land or buildings, crops or profitable
trees on such land. Where there is any such damage, compensation shall be paid by
the holder of the permit as stipulated under the Act.
Section 17 (4) of the Act, expressly provides that a license is subject to all
regulations concerning public safety, the avoidance of interference with works of
public utility in, over and under the land included in the license and the prevention of
pollution of such land or waters as if the provisions of those regulations have been
made terms and conditions of then license The National Oil Spill Detection and
Response Agency Establishment Act (No.15) 2006 (“the NOSDRA Act”): The
purpose of the NOSDRA Act is to establish a national agency that will coordinate a
timely, effective and appropriate response to any major or disastrous oil pollution in
Nigeria. The National Oil Spill Detection and Response Agency (“the NOSDRA”)
established by the Act is empowered by section 6 (a) of the NOSRDA Act to conduct
surveillance and ensure compliance with all existing environmental legislations in the
petroleum sector. Although, the NOSRDA Act does not grant the agency powers with
respect to ensuring compliance with the directives of the agency, the Act however
vests on the agency powers to make regulations necessary or expedient for giving
full effect to the provision of the Act.
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NOSDRA is, empowered, amongst others, to;
(i) ensure timely, effective and appropriate response to oil spills, through clean up
and remediation of all impacted sites to all best practical extent.
(ii) impose an obligation on oil spillers to clean up impacted sites and any person
found in default of the provision of the Act shall be subject to a fine.
(iii) identify high risk/priority areas in the oil-producing environment for protection as
well as ensure compliance of oil industry operators with all existing environmental
legislations in the petroleum sector.
(iv) embark on joint investigation visits, ensuring the remediation of impacted sites,
and monitors oil spill drill exercises and facilities inspection, and
(v) liaise with relevant stakeholders in the Nigerian oil and gas industry to evolve
practical methods of environmental management to meet with the dynamics of
the petroleum sector.
Under the NOSDRA Act, an oil spiller is mandated to report an oil spill to the agency
within 24 hours after the occurrence of the oil spillage. Failure to report attracts a
penalty in the sum of =N=500,000 (five hundred thousand Naira) for each day of
failure to report the occurrence: section 6(2) of the NOSDRA Act. Failure to clean up
the impacted site, to all practical extent including remediation, shall attract a further
fine of =N=1,000,000 (one million Naira).
(k) Hydrocarbon Oil Refineries Act: The Hydrocarbon Oil Refineries Act prohibits any
unlicensed refining of hydrocarbon oils in places other than a refinery, and requires
refineries to maintain pollution prevention facilities.
(l) Associated Gas Re-Injection Act: The Associated Gas Re-Injection Act deals with
the gas flaring activities of oil and gas companies in Nigeria. The Act prohibits,
without lawful permission, any oil and gas company from flaring gas in Nigeria. Any
person who commits an offence under the Act shall forfeit the concession granted in
the relation to the particular field or fields.
(m) The Endangered Species Act: This Act focuses on the protection and management
of Nigeria’s wildlife and some of their species in danger of extinction as a result of
over exploitation, and provides for regulations to be made for environmental
prevention and control of such wildlife.
(n) Sea Fisheries Act: The Sea Fisheries Act makes it illegal to take or harm fishes
within Nigerian waters by use of explosives, poisonous or noxious substances, and is
punishable with a fine of =N=50,000.00 or an imprisonment term of 2 years.
(o) Inland Fisheries Act: This Act relates to the protection of the water habitat and its
species. The Act prohibits the taking or destruction of fish by harmful means, which
is punishable with a fine of N3, 000 or an imprisonment term of 2 years or both.
(p) Niger-Delta Development Commission Act (the “NDDC Act”): The empowers the
Niger-Delta Development Commission (“the Commission”) to plan and to implement
projects for the sustainable development of the Delta in the field of transportation,
health, agriculture, fisheries, urban and housing development, etc. The Commission
is also empowered to liaise with oil and gas companies and advice stakeholders on
the control of oil spillages, gas flaring and other related forms of environmental
pollution.
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(q) The International Convention on Civil liability for Oil Pollution Damage 1969:
Nigeria ratified the International Convention on Civil liability for Oil Pollution Damage
1969 (‘ICCLOPD’) by the International Convention on Civil liability for Oil Pollution
Damage (Ratification and Enforcement Act) No. 7 of 2006. The ICCLOPD makes it
possible for any person who suffers damage caused by pollution resulting from the
escape or discharge of oil by a ship to recover compensation.
Other environmental regulations in Nigeria include:
(a) The Equator Principles
The Equator Principles, which were launched in Washington D.C. on 4th June,
2003, are a voluntary set of standards for determining, assessing and managing
social and environmental risk in project financing. They are intended to serve as a
common baseline and framework for the implementation by each adopting
institution of its own internal social and environmental policies, procedures and
standards related to its project financing activities.
Several financial institutions in Nigeria have adopted the Equator Principles, some
by their own accord like Access Bank Nigeria Plc - which was the first Nigerian bank
to implement the Equator Principles - and the First Bank Group among others.
Others are implementing it because their offshore parent companies have adopted
and are operating the standards specified by the Equator Principles.
In addition to having to comply with the EIA standards, the standards imposed by
the Equator Principles and Environmental and Social Performance Standards
developed by the International Finance Corporation (“IFC”) have been adopted,
contractually, in a number of project financings that have taken place in Nigeria.
(b) Carbon trading and control of emissions in advancing credits to projects
The issue of global warming has been a recurrent cause for concern in the world. It
has been said that human activities are increasing the levels of greenhouse gases
i.e. water vapour, carbon dioxide, nitrogen oxide, methane, chlorofluorocarbon and
ozone among others, causing an enhanced greenhouse effect that traps more heat
in the atmosphere.
The most recent international effort to address the greenhouse effect is the Kyoto
Protocol, which is a protocol to the United Nations Framework Convention on
Climate Change, and is aimed at fighting global warming. The Kyoto Protocol was
initially adopted on 11th December 1997 in Kyoto, Japan and entered into force on
16th February 2005. As at 2009, 187 Countries had signed and ratified the Kyoto
Protocol. The major feature of the Kyoto Protocol is that it sets binding targets for 37
industrialised countries and the European community for reducing greenhouse gas
emissions.
On 10th December, 2004, Nigeria signed and ratified the Kyoto Protocol but has not
domesticated it through local legislation which is the constitutional requirement if the
Kyoto Protocol is to have the effect of law in Nigeria. This notwithstanding, the

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 30 of 143

parties to a contract can contractually agree to be bound by the provisions of the
Kyoto Protocol.
(c) Lagos State Environmental Protection Agency Law Chapter L23 Laws of
Lagos State 2003: The Law was enacted to combat environmental degradation
and control pollution of the environment (air, water, land, etc) in Lagos State and
establishes the Lagos State Environmental Protection Agency. The responsibilities
of the Agency include the following: (i) monitoring and controlling disposal of solids,
gaseous and liquid wastes generated by both government and private facilities in
the State, (ii) monitoring and controlling all forms of environmental degradation from
industrial and government operations; and (iii) setting, monitoring and enforcing
standards and guidelines on vehicular emission.
(d) Environmental Pollution Control Law chapter E7 Laws of Lagos State 2003
(“EPC Law”): The EPC Law seeks to control the pollution of the environment and
to protect the environment from being abused due to poor waste management. It
provides for the establishment of basic standard requirements for solid, liquid,
gaseous or toxic waste management in Lagos State to complement those of the
Federal Government. The EPC Law empowers the Lagos State Ministry of
Environment to apply adequate enforcement measures to combat environmental
pollution, to demand a pollution discharge charge from industrial, commercial and
service companies discharging any form of pollutant into the environment, and to
control the siting of structures along the alignment of drainages. It also regulates
noise pollution and prohibits the discharge of pollutants into any public drain,
watercourse
2.5

Intellectual Property

2.5.1

Describe the law for the protection of intellectual property, including trademarks,
copyrights, patents and know-how.
a) Copyright
Copyright in Nigeria is regulated by the Copyright Act, Cap. C. 28, LFN, 2004
(“Copyright Act”) The Copyright Act established the Nigerian Copyright Commission
which is the regulatory agency charged with protecting works covered by the Copyright
Act. The Copyright Act provides that the following works are eligible for copyright in
Nigeria: literary, musical, artistic and cinematograph works, sound recordings and
broadcasts. This list is conclusive and as such, copyright cannot subsist in any other
category of works.
Copyright is protected through a notification/depository scheme which is administered by
the Nigerian Copyright Commission. Under the scheme, creators of copyright or persons
who have acquired copyright in respect of eligible works can give notice of their
copyright or transfers of the copyright to the Nigerian Copyright Commission. Notification
is made by completing a notification application form and making the applicable payment
in favour of the Copyright Notification Scheme.
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b) Patents and Designs
Patents and designs are governed by the Patent and Designs Act Chapter P2 LFN 2004.
This Act provides that an industrial design must be registered by the issue of a
registration certificate containing the number of the design, the name and address of the
registered owner, the date of the application and of issue of the certificate, details of any
priority claim, if any, a reproduction or representation of the design and an indication of
products for which it will be used, and the name and address of the true creator.
The procedure for registration of patents and designs are set out in the Act. Two
categories of patents are presently registrable in Nigeria - patents of Invention and
National Phase PCT applications. In order for a patent to be registrable in Nigeria,
absolute novelty is required. However the mere fact that, within six (6) months before the
filing date, the inventor or his successor in title has exhibited the invention in an official
or officially recognised international exhibition, does not act as a bar to satisfying the
requirement for novelty.
Applications are made to the Registrar of Patents & Design, and patents are usually
granted for 20 years.
c) Trademarks
In order to register a trade mark in Nigeria, the applicant has to file the necessary
application, provide a representation of trade mark and pay the necessary fees at the
Trademarks Registry administered by the Federal Ministry of Trade and Commerce.
Once the trade mark is considered registrable by the Registrar of Trade Marks, the
application is accepted and published in the Trade Marks Journal to allow for possible
objection from the members of the public. If a period of two months lapses and no
objection to the proposed mark is received by the Registrar, the trademark will be
registered and will be valid for an initial period of seven years, renewable ad-infinitum
thereafter for 14 years at a time.
2.5.2

Does the country subscribe to international treaties? Describe.
Nigeria is a signatory to the Paris Convention for the Protection of Industrial Property,
and became a party to this treaty in September 2nd 1963. There are also several treaties
and international agreements on copyright to which Nigeria is a party or signatory such
as:
a.

The World Intellectual Property Organisation (from 9 April 1995) and the Patent
Convention Treaty (from 8 May 2005). The law in Nigeria has not yet been
amended to recognise the Patent Convention Treaty. Although national
phase applications are filed and accepted, there is no guarantee that enforceable
rights will be granted.

b.

The Berne Convention for the Protection of Literary and Artistic Works: Nigeria
became party to this convention on 14th September 1993.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 32 of 143

2.5.3

c.

The Universal Copyright Convention: Nigeria is a member of the Universal
Copyright Convention which offers a 25 - year period of protection on creative
works

d.

Nigeria signed the Patent Cooperation Treaty in 2003 and deposited the
instrument to the World Intellectual Property Organization Office in 2005.
Subsequently, Patent Cooperation Treaty national phase filings are now
recognized and undertaken through the local Patents and Trademarks Office
(PTO).

e.

WIPO Copyright Treaty: was signed by the Nigerian Government 24th March
1997.

f.

Rome Convention: Nigeria is a party to the Rome Convention for the Protection
of Performers, Producers of Phonograms and Broadcasting Organizations.

Are there substantive prior approvals by national investment boards?
No.

2.5.4

What are the notarization requirements?
There is no requirement for intellectual property registration documents to be notarised.

2.5.5

Are there regulatory guidelines for licenses?
Yes. The Trademarks Act provides for “registered users” of trademarks. Under the Act, a
person other than the proprietor of a trade mark may be registered as a registered user
in respect of a trademark either with or without conditions or restrictions.
In order to register as a registered user of a trademark, both the proprietor and the
proposed registered are required to apply to the Registrar and provide a statutory
declaration of the proprietor, or his authorized agent, specifically
(a)
(b)
(c)
(d)

2.5.6

describing the relationship between the proprietor and the proposed registered
user;
stating the goods in respect of which registration is proposed;
stating any conditions or restrictions proposed with respect to the characteristics
of the goods, to the mode or place of permitted use, or to any other matter; and
stating whether the permitted use is to be for a period or without limit of period.

Are there specific exceptions or requirements in relation to a particular
product(s)?
In relation to licenses, there are no specific exceptions or requirements in relation to
particular products. Section 33 of the Trademarks Act confirms that licenses may be
granted in respect of all or any of goods or services which have been registered under
the Act either with or without conditions or restrictions.
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2.5.7

When are royalties from licenses deemed to be excessive
There is no guidance provided under Nigerian law or regulation as to when royalties are
deemed to be excessive. The quantum of royalties is determined by the parties
involved.

2.5.8

Do local antitrust or competition laws apply to licenses?
Although there is currently no substantive competition law and no competition
commission, certain merger control provisions are contained in the Investment and
Securities Act 2007 (“ISA”) and the rules and regulations of the SEC made pursuant to
the ISA (“SEC Rules”). Section 118 of the ISA provides that every merger, acquisition or
business combination between or among companies shall be subject to the prior review
and approval of the SEC. This review is largely to consider the competition issues. An
acquisition is defined in Rule 421 of the SEC Rules as “the takeover by one company of
sufficient shares in another company to give the acquiring company control over that
other company”. Rule 433 of the SEC Rules further defines an acquisition to mean
“where a person or group of persons buys most (if not all) of a company’s ownership
stake in order to assume control of the target company”.
Certain sectors, however, such as the telecommunications, broadcasting and insurance
sectors have competition rules in the enactments regulating those sectors.

2.5.9

What typical agreements do foreign corporations enter into with their wholly
owned subsidiaries?
With respect to licenses, a foreign corporation would usually enter into a registered user
or licensing agreement with a wholly owned subsidiary. Such agreements are required
to be registered with the National Office for Technology Acquisition and Promotion
(NOTAP).
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3.

INVESTMENT INCENTIVES
Explain any export incentives or guarantees. Be sure to answer the following
questions:

3.1

Are there tax incentives for exports?
Yes. Some of these tax incentives in relation to exports are as follows:
(a)

The Nigerian government established export processing zones (“EPZ”) and
free trade zones (“FTZ”). The profits of companies and businesses operating
within these zones are exempt from companies’ income tax and from all
Federal, State and Local Government taxes, levies and rates, provided that
100% of the products of the companies are exported out of Nigeria. If,
however, any some of the company’s products are sold in Nigeria, tax shall
accrue on the profits derived by the company from the sale of any products in
Nigeria.
The objective of the EPZ and FTZ is to attract foreign investment and
stimulate industrial production for export. Participants in the zones will,
among other things, enjoy duty free export production, elimination of all forms
of bureaucracy, employment of foreign managers, 100% ownership of
business and the following additional incentives:
i)

legislative provisions pertaining to taxes, levies, duties and
foreign exchange obligations shall not apply within the zones;

ii)

repatriation of foreign capital investment allowed in the zones
at any time, with capital appreciation on the investments;

iii)

remittance of profits, and dividend earned by foreign investors
in the zones;

iv)

no import or export licence is required;

v)

up to 100% of the products may be sold in the customers
territory against a valid permit and on payment of appropriate
duties; and

vi)

rent free land at construction stage, thereafter rent shall be as
determined by the Nigerian Export Processing Zones Authority
(“NEPZA”).

(b)

all non-exports are zero-rated for VAT;

(c)

all oil exports are exempted from VAT;

(d)

dividends received from investment in export-oriented companies are
exempted from tax;

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 35 of 143

3.2

(e)

Companies that have been granted pioneer status are exempt from
companies’ income tax for a maximum period of five years;

(f)

the profits of any Nigerian company in respect of goods exported from Nigeria
are exempt from tax, provided that the proceeds from such export are
repatriated to Nigeria and are used exclusively for the purchase of raw
materials, plants, equipment and spare parts;

(g)

additional annual depreciation allowances of 5% on plants and machinery is
granted to manufacturing exporters that export at least 50% of their annual
turnover, provided that the exported item has at least 40% local raw material
content or 35% value added. Importers may claim repayment of import
duties paid in respect of items to be used for the production of export goods,
while exporters may take advantage of the duty drawback scheme, which
permits the suspension of customs duties payable by certain exporters
provided they are supported by a banker’s guarantee. Applications for this
incentive should be directed to the NEPC which makes recommendation for
qualified exporters to the FIRS. Applications should be accompanied with
detailed information on the annual volumes/values of production and export
(Annual statement of accounts may be required) and copies of Form NXP in
respect of each export transaction;

(h)

even though not a direct tax incentive, exporters are allowed to retain 100%
of their foreign exchange earnings in their domiciliary accounts in any
authorised Nigerian bank of their choice. The objective is to enable exporters
have foreign exchange at their disposal which can be utilised for exportrelated activities. Exporters are free to convert their foreign exchange
earnings to Naira equivalent at prevailing rate of exchange. The interest that
may accrue to the money in the domiciliary account is not liable to the
withholding of tax; and

(i)

manufacturing exporters that export at least 50% of their turnover are eligible
to apply for and be granted pioneer status. Pioneer status is an incentive that
grants tax holidays on corporate income to such companies. It extends over
a period of five years. An application for the declaration of an export oriented
industry to be a pioneer industry, can be made to the NEPC for processing
and it shall be the duty of the NEPC to screen all applications and submit
recommendations thereon for the approval of the Minister charged with
responsibility for Industry, usually through the NIPC.

If so, are they limited to certain types of products?
Yes. Apart from VAT in relation to oil exports, the other tax incentives are limited to nonoil products.

3.3

Is export financing available from government or private sources?
Yes. Export financing is available from private sources such as Nigerian commercial
banks and from the FGN through the Nigerian Import-Export Bank.
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3.4

If so, what forms of financing or guarantees are available?
(i)

Manufacture-in-Bond Scheme
The Manufacture-in-Bond Scheme (“MIBS”) is designed to encourage local
manufacturers to import raw material inputs and other intermediate products
duty-free, whether prohibited or not, for the production of exportable goods.
The exporter must submit a bond issued by any recognised financial
institution. The bond will be discharged after evidence of the export of the
manufactured goods and the foreign exchange has been repatriated to
Nigeria. Repatriation of the foreign exchange realized from the transaction
shall be confirmed by the CBN before the Bond is discharged. As already
indicated, MIBS allows manufacturers to import, duty-free, raw material inputs
and other intermediate products for the production of exportable good.
MIBS applies to export manufacturers only. Interested manufacturers are
required to apply to the Federal Ministry of Finance using the prescribed
forms. For a manufacturer to enjoy the scheme, however, the factory
premises must be approved for that purpose by the Nigeria Customs Service.
MIBS operates on an annual (12 calendar months) importation basis as the
exporter wishes for non prohibited items and on import-by-import basis for
prohibited items.

(ii)

Duty Drawback Facilities
The Duty Drawback Facilities (“DDF”) provides for fixed drawback and
individual drawback facilities. The fixed drawback facility is for those
exporters whose export products are listed in the fixed drawback schedule to
be issued from time to time by a committee set up to manage the DDF.
When the import content of the export produce is more or less constant, and
import prices (including exchange rate), tariff rates and technology used are
relatively stable or “fixed”, it is possible to calculate a standard impute-output
co-efficient schedule (ICS) for the category of products on the basis of which
a fixed drawback rate can be computed to be rebated per unit of export
product.

(iii)

Duty Drawback Scheme
The Duty Drawback Scheme (“DDS”) provides for refunds of
duties/surcharges on raw materials including packing and packaging
materials used for the manufacture of products upon effective exportation of
the final products. DDS gives automatic refunds (60%) on initial screening by
the Duty Drawback Committee and upon the presentation of bond from a
recognised bank, insurance company or other financial institution. The bond
will cover 60% of the refund to be made to the exporter and will only be
discharged after final processing of the application has been made. After the
processing of an exporter claims, the Committee shall grant any balance
where applicable or request for refunds for any over payment made.
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(iv)

Export Expansion Grant Scheme (EEG)
The Export Expansion Grant Scheme (“EEG”) an incentive required for the
stimulation of export oriented activities that will lead to the growth of the non –
oil export sector. It is at the growth in non-oil exports and to ensure
transparency and accountability in the administration of the key incentive for
non-oil export development. EEG operates on the weighted eligibility criteria
(WEC) in assessing applications. The baseline data as supplied by individual
applicant-company would be used in its assessment. Thus the method of
assessment is ‘company specific’. A company’s EEG assessment would be
conducted once yearly and the determined rate will apply throughout the
year. The WEC has four bands: 30%, 20%, 10% and 5%. A new entrant
into the EEG scheme shall provide prior period financial statement or where
applicable an investment plan for its assessment.
To be eligible, an exporter must be registered with NEPC and must be a
manufacturer, producer or merchant of products of Nigerian origin for the
export market. The exporter must have a minimum annual export turnover of
=N=5 million and evidence of repatriation of proceeds of exports.
Beneficiaries of EEG are prohibited from enjoying other industrial incentives,
for example MBS. Qualifying export transaction must have the proceeds fully
repatriated to Nigeria within 180 days, calculated from the date of export.

(v)

Export Processing Zones & Export Processing Factories: Negotiable
Duty Credit Certificates (NDCC)
The NDCC is an alternative to cash payment of export incentive claim under
the MBS and can be used to settle import duty payment due to the FGN by
the beneficiary of the certificate. The certificate is jointly issued and signed by
the NEPC and the Federal Ministry of Finance on behalf of the MBS
committee in respect of the incentive claims relating to Duty Drawback
Scheme, Export Expansion Grant and the Export Development Fund
schemes.
Any holder or beneficiary of the certificate can use it for his benefit or
negotiate it with other interested parties on mutually agreed terms. Where
import duty is with NDCC designated banks are required to issue separate
receipts with indication “for NDCC PAYMENT” stated therein to distinguish it
from import duty receipts issued for bank cheque/drafts. As a negotiable
instrument, the certificate is transferable by special endorsement to the
transferee as mutually agreed between both parties. A certificate is,
however, subject to three (3) transfers, with each transfer counter endorsed
by an authorised signatory of the NEPC. A maximum of 50k (fifty kobo) per
=N=1,000.00 (one thousand Naira) only shall be payable by the beneficiary or
holder of the certificate to the designated bank as administration charge on
the utilised value of the certificate.

In addition to the above, there is the Nigerian Export-Import Bank that is owned by
the FGN and the CBN provides export guarantees for exporters. The main functions
of the Nigerian Export-Import Bank include:
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(i)
(ii)
(iii)

to provide export credit guarantee and export credit insurance facilities to its
clients,
to provide credit in local currency to its clients in support of exports; and
to establish and manage funds connected with exports.

The Nigerian Export-Import Bank provides the following financial facilities in support
of non-oil exports:
(a)

Rediscounting and Refinancing Facility (RRF)
This facility is designed to assist banks to provide pre-and post-shipment
finance in local currency in support of non-oil exports. The RRF enables
exporters to have access to the expanded export portfolio of banks at
preferential rate.
To qualify for the RRF facility, a bank must have extended credit to an
exporter at a concessionary rate. Under the re-financing scheme, a
discounting scheme provides short term pre-shipment credit with a maximum
duration of 120 days and post shipment credit with a maximum of 60 days.
The incentive is implemented by CBN and Nigerian Export-Import Bank.

(b)

Stocking Facility (SF)
This is provided through banks in local currency to enable manufacturers of
exportable goods procure adequate stocks of raw materials to keep their
production at optimal levels.

(c)

Foreign Input Faculty (FIF)
This facility provides manufacturers of export products foreign currency loans
through banks to import capital equipment, packaging and raw materials to
produce finished products for export.

(d)

Local Input Faculty (LIF)
Under the local input facility, Nigerian Export-Import Bank grants short,
medium and long term fixed rate loans in local currency, to participating
banks on behalf of their export clients. The main objective of the facility is to
provide medium/long-term finance in local currency to exporters through
licensed banks.

(e)

Direct Lending Facility (DLF)
Direct loans are available to assist exporter complete their export sales, by
providing working capital and/or facilities for the procurement of equipment.
Loans are granted directly to Nigerian exporters in both local and foreign
currencies, up to 80% of the total project cost.
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(f)

Export Credit Guarantee Facility
This facility provides cover to banks in Nigeria against the risks of nonpayment for loans or advance granted to exporters to meet short term export
contracts. See the next question below for details

(g)

Export Credit Insurance Facility (ECIF)
This is designed to protect exporters in Nigeria against the risks of nonpayment for goods and services exported on credit terms.

(h)

ECOWAS Interstate Road Transit Scheme (ISRT)
The ISRT is designed to promote free flow of goods among ECOWAS
member states, free of duties, taxes and restrictions while in transit. The
Nigerian Export-Import Bank as the national guarantor for Nigeria provides
guarantee for all goods transiting from Nigeria to other ECOWAS countries
against the risk of division.

For details on these, please visit the Nigerian Export-Import Bank website:
www.neximbank.com.ng.
Other sources of financing from the government include: the Export Development
Fund (EDF) and the Expansion Grant Fund Scheme (EEGF)
The EDF is a special fund established by section 4 of the Export (Incentives and
Miscellaneous Provisions) Act Chapter E19, Laws of the Federation of Nigeria 2004,
under which the government is to give financial assistance to exporting companies in
the private sector, to cover part of their initial expenses in respect of export
promotion activities. These activities include: training courses, seminars, export
market research and studies, product design and consultancy, workshops and
advertising.
For any exporting company to benefit from the EDF, the following conditions must be
satisfied:
(i)
(ii)
(iii)
(iv)
(v)

(vi)

(vii)

(viii)

The company must be registered as an exporter with the NEPC.
It must be an exporter of any product of Nigerian origin or services.
Its status must be satisfactory.
It must have its marketing control in Nigeria.
All applications for EDF assistance must be made in the prescribed
application forms and must be accompanied with a detailed work plan
of
the project and a project document.
The EDF committee on EDF shall communicate to the exporter the amount of
assistance that has been approved for the Company out of which 50% shall
be paid on presentation of a bond covering that amount by the company.
Exporters should submit a detailed report of their undertaken activities which
should contain among other things evidence of expenditure related to the
export activities for which the initial funds have been provided.
The EDF committee shall then consider the payment of the balance (or
otherwise) to the company and arrange for the discharge of the bond.
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The EEGF is in the form of cash inducement to exporters who have exported a
minimum of =N=500,000.00 worth of processed products. This currently stands at
4% grant on annual turnover subject to the receipt of confirmation of repatriation of
export proceeds by the CBN.
The Nigerian Export-Import Bank provides an Export Credit Guarantee Facility.
Banks are usually reluctant to finance export transactions particularly at the preshipment stage because of the high risk of default involved. To address this, the
facility is designed to protect banks in Nigeria against the risks of non-payment for
loans or advances granted to exporters to meet short-term export contracts. It
consists of Pre-shipment Guarantee and Post-shipment Guarantee. The former is a
guarantee of credits/advances granted by a bank for a term not exceeding 180 days
for the purpose of manufacture, purchase, processing and/or packaging of goods to
be exported under a confirmed export order; while the latter, is a guarantee of
credits/advances granted by a bank in Nigeria for a term not exceeding 180 days
against an export bill or any other receivables.
3.5

Is there any governmental insurance for exports?
Yes. This is in the form of an Export Credit Guarantee Facility (“ECGF”). This facility is
designed to protect exporters in Nigeria against the risks of non-payment for goods and
services exported on credit terms. It consists of Pre-shipment cover and Post-shipment
cover. The Pre-shipment covers:
(a)

75% of the loans and advances made to exporters

(b)

Insolvency of the buyer immediately before shipment is undertaken or other
events that make it inadvisable to export,

(c)

Cancellation of export license which was valid at the time production
commenced; and

(d)

Imposition of restriction on the export of goods not subject to license at the
time production commenced.

The Post-shipment covers:
a) Commercial Risks:

b)

(i)

85% of the loans and advances made to exporters.

(ii)

Insolvency of the buyer

(iii)

Protracted default by the buyer

(iv)

Buyer's refusal to accept the goods dispatched which conform to contract
specifications.

Political /Economic Risks
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(i)

A general moratorium on payment decreed by the government of the
buyer's country.

(ii)

Any other measures or decisions of the government of a foreign country,
which prevent performance of the contract.

(iii)

Political events, economic difficulties, legislative or administrative
measures arising outside Nigeria that prevent or delay the transfer of
payments due under the contract.

(iv)

War, revolution and civil disturbance in the country of the buyer,
which
prevents or delays the transfer of payments due under the contract.

(v)

Default by a government buyer.

(vi)

Any other causes of loss arising outside Nigeria, which is beyond the
exporter’s and buyer's control.

Please see section 3.4 (v) (g) and (h) on ECIF and ISRT.
3.6

Must a national be a participant in the enterprise in order for the investor to
benefit from these incentives?
No.

3.7

Explain any grants, subsidies or funds your country offers foreign investors. Be
sure to answer the following questions:

3.7.1

Are grants and subsidies restricted by the type of activity?
Yes. Please see section 3.1 above.

3.7.2

What is the process for obtaining approval for these grants or subsidies?
To qualify, the company must be involved in export related activities and application
shall be made to the Nigerian Export-Import Bank. The internal rules and procedures of
the Nigerian Export-Import Bank govern the application and grant of the above facilities
and guarantees.

3.7.3

How long does it take to receive approval?
The timing will depend on the relationship between the Nigerian Export-Import Bank and
the exporter, and on the ability of the exporter to submit the required documents within a
reasonable time.

3.7.4

Can the investor receive loans from the government or governmental agencies?
Nigerian companies that produce products for export can obtain loans from the Nigerian
Import-Export Bank.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 42 of 143

3.7.5

Must a national be a participant in the enterprise in order for the investor to
receive these grants or subsidies?
No.

3.8

Explain any national tax incentives for foreign investors.
Nigerian tax laws provide various incentives to companies carrying on business in
Nigeria. The incentives may be granted on industry basis or on tax type and may
include: exemption from payment of taxes, reduction in rate of tax to be paid, and grant
of allowances and deductions from profits subject to tax etc
(a)

The Industrial Development (Income Tax Relief) Act, Chapter 17, Laws of the
Federation of Nigeria 2004 permits the Ministry of Industries to grant Pioneer
Status to companies having a certain minimum qualifying expenditure;
=N=50,000.00 in the case of companies controlled by Nigerians or
=N=150,000.00 in the case of any other company. The status could be granted
to a public or private sector limited liability company. The company must be
engaged in activities that are under-developed, non-existent or of value to
Nigeria. A company that has Pioneer Status is exempt from corporate income tax
and education tax for a non-renewable five-year period. The company will not be
required to deduct withholding tax on dividends paid during this period, and
persons making payments to the company for services received from the
company will also not be required to deduct withholding tax. Losses made by the
company during the tax holiday can be carried forward for a period of up to four
years beginning from the date following the expiry of the 5-year period and the
company can also offset capital allowances in respect of qualifying capital
expenditure incurred by the company during the tax holiday against the
assessable profit for the tax year following the 5 year tax holiday. Any unutilised
allowance may be carried forward indefinitely.

(b)

The CITA provides that interest payable on a loan granted by a foreign company
to a Nigerian company, in foreign currency, shall be exempted from tax in the
manner prescribed in Table 1 of the Third Schedule of the CITA. The Third
Schedule of the CITA provides that interest on a foreign loan, will be exempted
from tax at a rate ranging from 40% to 100%, depending on the repayment
period including moratorium and grace period.

(c)

The rate at which tax will be withheld from interest, royalties, rent, dividends etc
payable by a Nigerian company to a foreign investor from a country, with which
Nigeria has a double taxation agreement with, is reduced from 10% to 7.5%.
Nigeria currently has double taxation agreements with Canada, France, Belgium,
Romania, Pakistan, the Netherlands, the United Kingdom and the Czech
Republic. The tax, when withheld and remitted to the FIRS, shall be the final tax
in the case of non-resident companies or individuals.

(d)

Profits of shipping and airline companies subject to tax in Nigeria are restricted to
activity carried out in Nigeria.
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3.8.1

(e)

Dividends interest, rent or royalty earned by companies outside Nigeria and
brought into Nigeria through specified channels are exempt from tax.

(f)

Interest earned by a foreign company on its bank deposits in Nigeria is exempt
from tax.

(g)

Nigerian companies with a minimum of 25% foreign equity and within their first
four years of operation are exempt from payment of minimum tax.

(h)

Incentives for downstream gas utilisation projects: tax holiday for an initial period
of three (3) years, renewable for additional two (2) years; an additional
investment allowance of 35% which shall not reduce the value of the assets;
accelerated capital allowance after the tax free period, as follows: (i) an annual
allowance of 90% in the first year with 10% retention for investment in plant and
machinery; and (ii) an additional investment allowance of 15% which shall not
reduce the value of the asset, tax free dividends during the tax free period if: (i)
the investment was made in foreign currency; or (ii) the introduction of imported
plant and machinery during the period was not less than 30% of the equity share
capital of the company, etc

(i)

Foreign companies carrying on business in Nigeria are exempted from capital
gains tax on gains arising from assets disposed outside Nigeria, except such
proceeds are brought into Nigeria.

(j)

Expenses incurred by petroleum exploration and production companies outside
Nigeria which are wholly, exclusively and necessarily incurred for the Nigerian
operations are allowed as deductions against the profits of the Nigerian company
(this may include parent company expenses incurred in respect of the Nigerian
company).

(k)

Interest on inter-company loans by petroleum exploration and production
companies obtained under open market terms are allowed as deductions.

(l)

the following incentives are available in the solid minerals sector: (i) 3 to 5 years
tax holiday; (ii) low income tax of between 20% and 30%; (iii) deferred royalty
payments depending on the magnitude of the investment and the strategic nature
of the project; (iv) possible capitalisation of expenditure on exploration and
surveys; (v) extension of infrastructure such as roads and electricity to mining
sites; (vi) the holder of a mining lease shall, where qualified, be entitled to: (1)
depreciation or capital allowance of 75% of the certified true capital expenditure
incurred in the year of investment and 50% in subsequent years; (2) investment
allowance of 5%; (3) exemption from payment of customs & import duties; and
(4) in addition to roll-over relief under the capital gains tax, companies replacing
their plants and machinery are to enjoy a once-and-for-all 95% capital allowance
in the first year with 5% retention value until the assets is disposed, 15% will be
granted for replacement of an asset.

Are the incentives restricted by the type of activity?
Under existing law, pioneer status is only granted to companies in certain pioneer
industries such as the manufacture of products which have difficulty competing with their
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imported equivalents, the conversion of raw materials into processed products, and
mining, agro-allied, and inland or deep-sea fishing industries.
Apart from pioneer status, capital gains tax is tied to the disposal of assets and the
petroleum companies’ specific incentives are tied to petroleum exploration and
production companies. In addition, the gas utilisation incentives are tied to companies
engage in local gas utilisation, etc.
3.8.2

Are the incentives restricted by the duration of the activity?
Apart from pioneer status, other incentives are not tied to any duration. As we have
already indicated above, the tax exemption for pioneer companies is only for a period of
5 years.

3.8.3

What is the process of application?
Apart from pioneer status, there is no requirement for a formal application for the other
incentives. In the case of pioneer status, however, a formal application is made to the
Executive Secretary of the NIPC. The company must have a minimum share capital
requirement of =N=10 million and must make the application within one year of
commencement of commercial production. Other supporting documents include:
(i)
(ii)
(iii)
(iv)

(v)
(vi)
(vii)
(viii)
(ix)

duly completed NIPC Form II;
a copy of the company’s certificate of incorporation;
a copy of the company’s NIPC registration certificate;
copies of the company’s Forms CAC 2 (Statement of Authorised Share
Capital and Return of Allotment of Shares) and CAC 7 (Particulars of
Directors);
a copy of the company’s memorandum and articles of association;
a copy of the company’s tax clearance certificate;
a copy of the relevant regulatory license to operate in the sector or business
(where applicable);
a copy of the business plan of the proposed or actual business/project for
which the pioneer status is sought; and
payment of a non-refundable processing fee

In addition to the above, the company is to pay a 2% service charge to the NIPC. This
service charge is to be determined from the company’s estimated tax savings derived
from its five-year financial projections. Where the company records losses in its
projections, criteria for determining the service charge is: higher of 0.5% of its net assets
or 0.25% of its turnover.
3.8.4

Explain any regional tax incentives open to foreign investors. Be sure to answer
the following questions:
Apart from the incentives granted to companies operating in the export and free trade
zones in Nigeria, there are no regional tax incentives available to foreign investors. All
the incentives discussed in section 3.1 above apply throughout Nigeria.

3.8.5

Are there tax incentives for the investor that exists only in certain regions of the
country?
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No.
3.8.6

Does the investor need to receive approval to be eligible for these incentives?
Not applicable.

3.8.7

Are the incentives restricted by the type of activity?
Not applicable.

3.8.8

Are the incentives restricted by the duration of the activity?
Not applicable.

3.8.9

What does the process of application involve?
Not applicable.
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4.

FINANCIAL FACILITIES

4.1

Banking/Financial Facilities

4.1.1

What kind of financial institutions exist?
The Banks and Other Financial Institutions Act, Chapter B3, LFN 2004 which is the
enactment that regulates banks and other financial institutions, provides for the following
types of financial institutions in Nigeria:
(a) Banks (commercial, community, and merchant banks) and specialised banks such
as Nigerian Industrial Development Bank, Nigerian Agricultural and Co-operative
Bank; and
(b) Other financial institutions: These are entities other than licensed banks. And include
discount houses, finance companies and money brokers, primary mortgage
institutions, companies that engage in the business of factoring, project financing,
equipment leasing, debt administration, fund management, private ledger services,
investment management, local purchases, order financing, export finance, project
consultancy, financial consultancy, pension fund management, and such other
business as the Central Bank of Nigeria may from time to designate.

4.1.2

Must the investor maintain a bank account in the country?
Although there is no legal requirement to do so, for practical purposes, it will be
advisable for a local company to open an account with a Nigerian bank. This is because
any capital in the form of cash that will be injected into the local company established in
Nigeria by a foreign investor through the official foreign exchange market will need to be
paid into a bank account held with a Nigerian bank. It would, therefore, be tidier if those
funds will be paid directly into an account held in the name of the local company, which
would be under the control of the investor. A local bank account is also necessary
where the local company wishes to remit dividends to non-resident shareholders or
repatriate capital on disinvestments because a Certificate of Capital Importation (which
would have been issued to the investor in respect of any foreign capital that is brought
into Nigeria) is only issued by local banks in respect of funds which have been
transferred into a local bank account and converted into Naira.
The foreign investor is not required to maintain a bank account in Nigeria in order to
make any investments in a Nigerian company, and all investments in a local company
can be made from the foreign investor’s back account offshore.

4.1.3

What are the requirements for opening a bank account?
The account opening requirements vary between banks. There are, however, certain
generic requirements which include:


For individuals – completed account opening forms, which are obtainable from the
bank with proof of identity, such as driver’s license or international passport, passport
photographs, utility bills to confirm residential information and recommendations from
2 referees.
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For corporate entities – The banks will usually require the Nigerian company to
forward completed account opening forms which are obtainable from the bank,
together with the following:




4.1.4

a copy of the incorporation documents of the company comprising
the certificate of incorporation, memorandum and articles of
association and Form CAC 7;
a board resolution of the company approving the opening of the
corporate account, appointing signatories to the account and
indicating the signature mandate for the operation of the account; and
two references from current account holders in local branches of
Nigerian banks.

What are the restrictions, if any, on the investor's use of the account?
In December, 2010, the Central Bank of Nigeria set a maximum limit that a bank can pay
through a cheque, at =N=10,000,000.00 (ten million Naira). Any payment with a value
exceeding =N=10,000,000.00 (ten million Naira) is required to be made by electronic
payment using the CBN’s Inter-Bank Funds Transfers System (i.e. Realtime Gross
Settlement) and the Nigeria Inter-Bank Settlement System Electronic Funds Transfer.
The CBN further explained in the circular that that the maximum cap of
=N=10,000,000.00 (ten million Naira) for a single cheque payment and other paperbased payments must be observed in respect of:
(a)
(b)
(c)
(d)
(e)

Cheques (which is defined to include bank drafts and manager’s cheques)
In-house cheques drawn by all classes of account holders of the same bank
and/or branch.
Across-the-counter withdrawals with cheques, by customers of banks.
Dividend/Interest warrants.
All classes of cheques issued prior to the take-off date of the policy with a value
higher than =N=10,000,000.00 (ten million Naira), but which are yet to be paid as
at January 1st 2010.

In 2012, the CBN also instituted a “cash-less policy” which set a daily cumulative limit of
=N=500,000 and =N=3,000,000 on free cash withdrawals and deposits by individual and
corporate customers. Individuals and corporate organizations that make cash
transactions above the limits will be charged a service fee for amounts above the
cumulative limits. This fee is charged at the following rates:
i.
ii.
iii.
iv.

Withdrawals by individuals - 3% of the amount withdrawn over the limit.
Deposits by individuals - 2% of the amount withdrawn over the limit
Withdrawals by corporates - 5% of the amount withdrawn over the limit
Deposits by corporates - 3% of the amount withdrawn over the limit

Furthermore, third party cheques above the specified limits are not eligible to be cashed
over the counter, and value for such cheques may only be received through the clearing
house. Any of the under-listed channels can be used for electronic transactions instead
of cash:
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• Point-of-sale (POS) terminals
• Mobile payment system
• Internet banking
• Multi-functional ATM
• Electronic Funds Transfer Systems
• Direct debit for regular in nature bills payment
Cash deposits into accounts operated by ministries, departments and agencies of the
federal and state governments for the purpose of revenue collection are, however,
exempt from the cash-less policy.
Save for the above, there are generally no laws restricting the use of an account by an
investor.
4.1.5

What is the type of financial system in the country?
The Nigerian financial system comprises bank and non-bank financial institutions which
are regulated by the Federal Ministry of Finance (FMF), Central Bank of Nigeria (CBN),
Nigeria Deposit Insurance Corporation (NDIC), Securities and Exchange Commission
(SEC), National Deposit Insurance Commission (NDIC), and the Federal Mortgage Bank
of Nigeria (FMBN).

4.1.6

How is the banking system structured?
Prior to 2010, banks were permitted to have non-banking subsidiaries under the
Universal Banking Guidelines of 2000. The universal banking model had permitted
Nigerian banks to engage in non-core banking financial activities, either directly as part
of banking operations, or indirectly through designated subsidiaries. These guidelines
were, however, repealed by the CBN in 2010 when the CBN issued the Regulation on
the Scope of Banking Activities and Ancillary Matters, No.3, 2010 (“the Regulation”)
which required banks to divest from their non-banking subsidiaries (excluding primary
mortgage institutions, pension fund administrators and pension fund custodians) and
become “stand-alone” banks or move to a holding company structure. The CBN required
banks to apply for fresh licenses to operate as either commercial, merchant, specialised
or development banks.
More specifically, this regulation introduced the following changes to the Nigerian
banking sector:
(a) The CBN will cease to issue universal banking licenses and prohibit banks from
undertaking non-banking activities. The CBN classified banks into three categories:
commercial banks (international, national or regional), merchant banks and
specialised banks (such as non-interest banks, microfinance banks etc).
(b) Depending on the type license applied for, commercial banks may be authorized by
the CBN to carry on banking business on a regional, national or international basis
in accordance with the rules, regulations, and guidelines on licensing, authorization,
operation and conduct of business that the CBN may issue from time to time.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 49 of 143

(c) The specialised roles for primary mortgage institutions, microfinance banks, noninterest banks, development banks and discount houses are retained.
(d) Banks are required to either divest from all non banking business and be a standalone commercial bank or set up a holding company to hold shares in the
commercial bank and the non-banking subsidiaries.
To comply with the CBN directive, Nigeria banks were required to formulate and submit
compliance plans within 90 days from 15th of November, 2010 - the date of the
regulations.
As we have indicated above, the Regulation required Nigerian banks to restructure their
operations as follows and as a result, Nigerian banks currently operate on the basis on
the structures set out below.
1.

Commercial banks

Commercial banks are to operate as follows: (i) on a regional basis within a minimum of
six and a maximum of 12 contiguous states in Nigeria, lying within not more than two
geo-political zones, as well as within the Federal Capital Territory, Abuja. The
regulations defines geo-political zones as grouping of states into the North Central,
North East, North West, South East, South West; South South and any other zones
which the CBN may prescribe in writing from time to time; (ii) on a national basis with
operations within every state in Nigeria; or (iii) on an international basis with operations
in all the states in Nigeria as well as offshore operations in any country of the bank’s
choice, subject to CBN’s approval and compliance with regulatory requirements of the
host country.
Commercial banks are prohibited from engaging in insurance underwriting, loss
adjusting, re-insurance, asset management, issuing house and capital market
underwriting, investment in equity and hybrid equity instruments excluding those
investments permissible under the BOFIA, proprietary trading excluding those permitted
by the regulations, provision of financial advisory services except permitted by the
provisions of section 3(h) of the regulations and any other business activities that may
be restricted by CBN from time to time.
2.

Merchant banks

Merchant banks can undertake the above stated prohibited activities for commercial
banks excluding accepting deposit withdrawals by cheques, granting retail loans or
engaging in any form of retail banking, holding equity interest acquired in a company for
more than six months while managing an equity issue and the provision of insurance
underwriting services, loss adjusting, re-insurance or other related insurance activities.

3.

Special institutions
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The third category of banks is non-interest banks (regional and national), primary
mortgage institutions, microfinance banks, development banks and discount houses.
4.1.7

Is there a stock market?
Yes, Nigeria has a stock market. The activities of the Nigerian Stock Exchange are
governed by the Rules and Regulations of the Nigeria Stock Exchange, the Investments
and Securities Act, 2007 (the “ISA”), the Rules and Regulations of the Securities and
Exchange Commission issued pursuant to the ISA, and the Rules of the Central
Securities Clearing System Ltd. A Stock Exchange was also established in Abuja in the
late 1990s but was subsequently converted to a commodities exchange. This exchange
is not particularly active.

4.1.8

Can the investor receive bank loans?
Yes, the local company in which the investor holds shares can receive loans from banks,
subject to the local company satisfying the relevant pre-conditions that may be stipulated
by the lending bank. A local bank can also lend to a foreign company if the relevant
conditions are satisfied.
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5.

EXCHANGE CONTROLS

5.1

BUSINESS TRANSACTIONS WITH NATIONALS, RESIDENTS OR NON-RESIDENTS

5.1.1

How are nationals, residents and non-residents defined?
The terms “resident” and “non-resident” are defined in the Foreign Exchange Manual as
follows:

5.1.2

Resident:

This means any Nigerian citizen whether he lives in Nigeria or not
whose economic interest is permanently in Nigeria. In relation to the
provisions of the CAMA, resident shall include a company registered
and individuals living in Nigeria for at least six (6) months or with
certified intention of living in Nigeria for at least six (6) months.

Non resident:

This means any foreign individual or company whose economic
interest is permanently outside Nigeria.

National:

This term is not defined in the Foreign Exchange Manual.

Are there restrictions on conducting business with nationals, residents or nonresidents?
Please see generally our comments in paragraph 2.1.3 above.
A foreign investor that wishes to carry on business in Nigerian must first take steps to
register a separate legal entity with the CAC. This is because section 54 of the
Companies and Allied Matters Act, chapter C20, Laws of the Federation of Nigeria
(“LFN”) 2004 (“CAMA”) requires every foreign company which intends to carry on
business in Nigeria to be incorporated as a separate entity in Nigeria for that purpose.
Until so incorporated, the foreign company must not carry on business in Nigeria or
exercise any of the powers of a registered company or have a place of business or an
address for service of documents or processes in Nigeria for any purpose other than the
receipt of notices and other documents, as matters preliminary to incorporation under
CAMA. In addition, the foreign investor would also register the Nigerian enterprise with
the NIPC. Alternatively, a foreign investor may also invest directly in an existing
Nigerian registered company. This is because Nigerian law allows any person to invest
in any enterprise or security, with foreign currency or capital imported into Nigeria through
an authorised dealer either by telegraphic transfer, cheques or other negotiable
instruments and converted into the Naira in the foreign exchange market.
In addition, upon the foreign investor bringing in capital into Nigeria (either in cash or
equipment), the investor should obtain a CCI from the Nigerian bank through which the
capital was brought into Nigeria. CCIs are issued by Authorised Dealers through which
the funds are remitted into Nigeria, and state, on the face, the purpose for which the
moneys were brought in and the amount of the investment. Implicit in the requirement
that foreign exchange remittances can only be made on the basis of a CCI is the desire
of the Nigerian government to increase foreign currency inflows to the Nigerian economy
and to ensure that those investors who have brought debt or equity capital into Nigeria
are provided with access to the official foreign exchange markets for the purpose of
remitting dividends, interest, or their capital at the time of their divestment/loan
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repayment. It is only after the foreign currency has been converted into Naira that an
Authorised Dealer can issue a CCI to a foreign investor/lender. The Authorised Dealer
is required to issue the CCI within 24 hours of receiving the documents specified in the
Foreign Exchange Manual. On the basis of a CCI, a foreign investor may purchase,
subject to providing appropriate documentation, any amount of foreign exchange for the
purpose of remitting dividends and repatriating capital in the event of a disinvestment.
The Foreign Exchange Manual also permits loans, including shareholder loans, which
are denominated foreign currency, to be repaid in such specified currency on the basis
of a valid CCI.
5.1.3

Are there reporting requirements?
Yes, there are. Nigerian companies are required to file returns (for example annual
returns, financial statements, returns on allotment of shares, appointment and removal of
directors, etc) with the CAC. They are also required to file their tax returns to the FIRS.
Where the Nigerian company has employed expatriates, the Nigerian company is
required to file returns to the Nigerian Immigration Service on a monthly basis. These
returns show the number of expatriates employed by the Nigerian entity and persons
who are currently understudying the expatriates. This is because the NIS requires that at
least 2 persons must understudy each expatriate. In addition to these requirements,
banks and other financial institutions that are regulated by the CBN are also required to
file periodic returns with the CBN. Public companies and capital market operators have
to file returns with the SEC, and listed companies have to file returns with the NSE.
Companies in certain regulated sectors, such as insurance companies, pension fund
administrators and custodians, and telecommunications companies have to file returns
with their respective regulators.

5.1.4

Can the investor receive loans from nationals, residents or non-residents?
Yes

5.2

INVESTMENT CONTROLS

5.2.1

Are there restrictions on direct investment in the country?
Except as stated in paragraph 3.1.2 above, there are no other restrictions on direct
investment in Nigeria.

5.2.2

Are there restrictions on indirect investments in the country?
No.

5.2.3

Must the investor make declarations regarding the nature of his/her investment?
When a foreign investment is registered with the FMI and a business permit obtained,
the business permit would usually state the nature of the business of the Nigerian
company into which the investment was made. Furthermore, the CCI which the foreign
investor should obtain, will indicate the purpose for which the foreign investment was
brought into Nigeria.
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5.3

MONEY TRANSFER

5.3.1

Is there free determination of exchange rates?
No. There are two exchange rates regimes in Nigeria; the CBN exchange rate and the
autonomous foreign exchange rate (interbank). The latter is operated by Nigerian banks
and bureaux de change. Both are, however, regulated by the CBN. These regimes
determine the exchange rate on the transaction date at which a foreign investor will
either buy or sell foreign currency.

5.3.2

Are there restrictions on the transfer of money into or out of the country?
There are no restrictions on the transfer of money into Nigeria, but the foreign investor is
required to declare the foreign currency at the port of entry into Nigeria if the value of the
foreign currency is in excess of US $5,000 or its equivalent. There are also no restrictions
on the transfer of money outside Nigeria, provided, as we have already indicated earlier,
the foreign investor obtained a CCI at the time of making the investment in Nigeria.
Foreign currency in excess of US $5,000 or its equivalent, whether being imported into or
exported out of Nigeria, is required to be declared on the prescribed form for reasons of
statistics only. The importation and exportation of the Nigerian Naira is, however,
prohibited.

5.3.3

Are there restrictions on the remittance of profits abroad?
Generally, no. As we have already indicated above, foreign investors are free to remit
the proceeds from their investment outside Nigeria. The only condition is that the
investors must have a CCI and the other required documents. Foreign exchange
required for the remittance of dividends or proceeds of foreign investments must,
however, be sourced through the use of autonomous funds. This means that while the
remittance remains guaranteed, the foreign investor would have to purchase foreign
exchange from the autonomous foreign market at an exchange rate that is usually
slightly higher than the CBN official foreign exchange rate. Where, however, the profits
are in the form of interest payment in respect of foreign loans obtained by Nigerian
companies for the purchase of raw materials, plants and machinery, the Nigerian
company will be able to purchase foreign exchange from the CBN’s official foreign
exchange market to repay the foreign loan.

5.3.4

Are there reporting requirements?
Authorised Dealers are required to furnish the CBN with returns on all foreign exchange
transactions approved by them.

5.3.5

Can hard currency be taken out of the country?
Yes, subject to the requirement to declare foreign currency in excess of US$5,000 (five
thousand United States Dollars) or its equivalent at the point of exit from Nigeria (see
paragraph 5.3.2 above)
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6.

IMPORT/EXPORT REGULATIONS

6.1

Customs Regulations

6.1.1. Is Nigeria a member of GATT?
Yes. Nigeria became a member of GATT on 18 November 1960.
6.1.2

Is the country a member of the EEC?
No.

6.1.3

Is the country a party to a regional free trade agreement?
Yes, Nigeria is a member of the Economic Community of West Africa States
(“ECOWAS”). There is an ECOWAS Trade Liberalisation Scheme (ETLS) which is
designed to enable companies and individuals in member States benefit from the
following:
(a)
(b)
(c)

Total exemption of duties and taxes
Free Movement of products and citizens
Adoption of a single currency, the ECO.

The ETLS focuses on the ECOWAS sub-region as an incentive primarily geared towards
export activities within the ECOWAS sub-region. The objective is to expand the volume
of intra-community trade in the sub-region via the removal of both tariff and non-tariff
barriers to trade on goods originating from ECOWAS countries. ETLS aims at the
consolidation of customs duties and charges of equivalent effect and non-tariff barriers,
immediate liberalisation of unprocessed goods and traditional handicrafts, gradual
liberalisation of industrial products originating from member states and gradual
establishment of common external tariff.
To participate in the scheme, the product of an exporting company must meet the rules
of origin of at least 40% of local raw materials content or 35% value-added and some
level of participation by Nigerians. Application forms are obtainable from the Nigerian
Export Promotion Council (“NEPC”).
6.1.4

Does the Customs Department value the goods?
Yes. The Nigerian Customs Service values imported goods to determine the appropriate
custom duties payable on such goods.
Sections 45 and 62 of the Customs and Excise Management Act Chapter 84, Laws of
the Federation of Nigeria 2004 (“CEMA”) provides that where duty is chargeable on
imported or exportable goods by reference to their value; duty shall be paid on that
value. The Nigerian Customs Service may require any importer or other person
concerned with the importation of goods to furnish it with such information as is in the
opinion of the Nigerian Customs Service necessary for a proper valuation thereof, and to
produce any books of account or other documents of whatever nature relating to the
purchase, importation or sale of the goods by that person.
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6.1.5

How are goods cleared through customs?
In furtherance of the efforts to enhance the efficiency of the maritime sector and port
operations in Nigeria, the FGN introduced a port reform package which is aimed at
enabling the Nigerian Ports Authority (“NPA”) to streamline and simplify in its operational
procedures. Vital NPA operations, including the billing system are computerised; while
documentation and delivery processes are unified and streamlined. These have
positively changed the procedures for the shipping and clearing of goods.
A shipping company intending to bring cargo into a Nigerian sea port has to clear the
ship by obtaining Ship Entry Notice (SEN) two months in advance from the Operations
Department of NPA. The customer, in the alternative, could obtain clearance through a
registered and licensed agent based in Nigeria. The procurement of SEN is a guarantee
that a vessel will be able to berth upon arrival in Nigeria, thus reducing the likelihood of
incurring high demurrage costs. There are two categories of goods: (a) merchandise and
raw materials; and (b) personal effects. It is no longer mandatory that the consignee
engages the services of a registered clearing and forwarding agent in respect of
merchandise and raw materials. In such cases, the consignee may opt for self
clearance.
The consignor/shipper sends the bill of lading in advance of the arrival of the ship to the
consignee/importer. The bill of lading should contain the following vital information.
(a)
(b)
(c)
(d)
(e)

the name of the ship carrying the goods;
the description of the goods along with their marks and numbers;
the date of departure from port of loading;
the weight of cargo; and
the terms of contract of affreightment.

The importer/consignee takes the bill of lading to the NPA Central Office for planning
and information of the appropriate port for details about the arrival date of the ship and
her allocated berth. This information can also be obtained from the shipping company.
The importer or his agent completes the bill of entry and registers it with the NCS. The
consignee or importer proceeds to the shipping company to effect shipping company
release of the goods. There, the bill of lading is cross-checked and compared with the
ship’s manifest. After certifying the correctness of consignee’s documents, a blank form
called delivery order (“DO”), supplied to the shipping company by the NPA, is then
issued to the importer.
The consignee or his agent completes the DO and returns same and the bill of lading to
the shipping company. The shipping company then scrutinises the details on the DO,
endorses it and withdraws the original of the bill of lading from the consignee or his
agent. Thereafter, the lower portion of the DO is detached and handed back to the
importer who holds it as evidence of shipping company release. The main body of the
DO is sent to the marketing department of NPA at the specific port. The marketing
department then raises all necessary bills through a computerised system, marries the
release note copy of the customs bills of entry with the shipping company’s DO, after
which bills are authorised.
The bills are then vetted by the audit department after which payments are effected at
designated bank. The necessary delivery sets are then produced using information
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contained in the DO and subsequently transferred to the transit shed or delivery point.
The consignee or his agent then proceeds to the appropriate transit shed or delivery
point to effect delivery. After loading, cargo pass is issued to the consignee or his agent
who then proceeds to NPA gate for security checks and final exit.
6.1.6

Are there applicable tariffs?
Yes. Customs tariff ranges from 0% to 65% (depending on the goods imported) based
on the value of the goods.

6.2

Exports

6.2.1

Are there restrictions on exports?
Yes. There is an export prohibition list, which currently prohibits the exportation of
certain items which include: maize, timber (rough or sawn), raw hides and skin (including
wet blue and all unfinished leather), scrap metals, unprocessed rubber latex and rubber
lumps, artifacts and antiquities, wildlife animals classified as endangered species and
their products e.g. crocodile, elephant, lizard, eagle, monkey, zebra, lion etc.
The non-oil goods prohibited for exportation from Nigeria are usually contained in the
annual fiscal policy guidelines and shall not be processed by inspection agents.

6.2.2

Are export licenses required?
Yes. In respect of non-oil exports, the exporter will have to obtain an export
license/permit from the NEPC before it can lawfully export the products from Nigeria.
The license/permit also serves as formal registration with the NEPC. Although there is
no express requirement that only Nigerian registered companies will be permitted to
engage in the export of products, some of the documents that are required to be
submitted by an applicant desiring to register with the NEPC are such that they can only
be produced by Nigerian registered companies. The implication of this, therefore, is that
the exporter must be incorporated in Nigeria if it wishes to export products from Nigeria.
There are additional licenses/documents required for specific types of products. For
example, the export of metals will require that the exporter obtain a “Form J”, issued by
the Federal Ministry of Solid Minerals/Nigerian Mining Corporation, while agricultural
products will require certification from the Federal Produce Inspection Services of the
Federal Ministry of Agriculture.
In addition to all the above, all non-oil exports from Nigeria, (except for the limited
number of goods that are exempt from the pre-shipment inspection scheme by virtue of
section 3 of the Pre-shipment Inspection Act), are subject to a mandatory regime of preshipment inspection under section 1(1) of the Pre-shipment Inspection Act.
Exporters are also required to open a foreign currency domiciliary account with a
licensed bank in Nigeria, to which export proceeds must be remitted within 90 days from
the date of shipment of the goods.
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6.2.3

Are there applicable export duties?
No.

6.3

Foreign Trade Regulations

6.3.1

Are there foreign trade regulations on the import or export of goods involved in
the business?
Yes. These are contained in the Federal Government of Nigeria Nigerian Customs
Services Common External Tariffs, 2008 to 2012 and circulars issued by the Nigerian
Customs Service and/or CBN from time to time.

6.4

Imports

6.4.1

Are import licenses required?
No

6.4.2

Are there applicable import duties?
Yes. Customs tariff ranges from 0% to 65% (depending on the goods imported) based
on the value of the goods. This is in addition to value added tax and other levies and
charges which include a port development levy, an administrative charge and trade
liberalisation scheme levy. Other charges include port handling charges, customs entry
processing fees, bonded terminal charges and fees that may be levied by the SON or
NAFDAC (as the case may be) for the inspection of the imported goods/products.

6.4.3

Are there applicable import quotas?
No

6.4.4. Are there applicable import barriers?
Yes. There is an Import Prohibition List, which currently prohibits the importation of
several items, including but is not limited to the following: waste pharmaceuticals, live or
dead birds including frozen poultry, pork, beef, birds eggs, refined vegetable oils and fats
(but excluding linseed, castor and olive oils (crude vegetable oil is however not banned
from importation), cocoa butter, powder and cakes, textiles, soaps and detergents in
retail packs, and mosquito repellant coils.

6.5

Manufacturing Requirements

6.5.1

Must the product contain ingredients or components, which are found or
produced only in the country?
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Yes, in order for exporters to benefit from certain tax incentives and other government
export incentives, the products that are manufactured for export must have certain
percentage of local raw materials utilisation. Please see paragraph 3.1 (a) above.
6.5.2

Will the importation of certain component parts be permitted only if they are to be
ultimately incorporated in a final product?
Components may be permitted as long as they do not fall within the items in the import
prohibition list.

6.6

Product Labeling

6.6.1

Are there applicable labeling or packaging requirements (e.g. multi-lingual
notices, safety warnings, listing of ingredients, etc.)?
Yes. The National Agency for Food and Drug Administration and Control (“NAFDAC”)
has set minimum requirements regarding the information that must be set out on the
packaging and labeling of regulated products. These requirements include:
(i)

name of the product - brand name and common name must appear in
bold letters;
(ii) full location address of the manufacturer;
(iii) provision for NAFDAC registration number on the product label;
(iv) batch number, manufacturing date, and best before dates;
(v) direction for storage and use;
(vi) a complete list of ingredients;
(vii) the average net content of the product;
(viii) the trademark; and
(ix) all instructions for use shall be in English.
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7.

STRUCTURES FOR DOING BUSINESS
Section 54 of the Companies and Allied Matters Act Cap C20 LFN 2004 (“CAMA”')
provides that in order to ‘carry on business’ in Nigeria a foreign investor must incorporate
a separate legal entity for this purpose. Although Nigerian statute and case law do not
provide a completely satisfactory definition of the phrase ‘carry/carrying on business’, it
is generally acknowledged that a series of repetitive acts carried out within Nigeria and
that are intended to support an activity in Nigeria that can be described as a business
would fall within the definition. If a foreign investor intends doing business in Nigeria,
this will have to be done through a locally incorporated company. Such a company must
also obtain the necessary foreign investments approvals i.e. a business permit, and if
the local company plans to employ expatriates, it will be necessary, after its
incorporation, for the company to obtain expatriate quota positions for each expatriate it
wishes to employ. The expatriate quota is an authorisation that establishes the
maximum number of expatriates the company may employ.
The following are the types of legal vehicles that are recognised by the CAMA and which
can be utilised for doing business in Nigeria:
(a)
(b)
(c)
(d)
(e)
(f)
(g)

a private limited liability company;
a public limited liability company;
a company with unlimited liability;
a company limited by guarantee;
an incorporated partnership;
an incorporated trustee; and
registration of a business name.

The CAMA does, however, provide a limited exception to this general rule. Section 56 of
the CAMA empowers the Federal Executive Council (which represents the executive
arm of government) to grant exemptions from the mandatory incorporation requirement
to a limited category of foreign companies. These are:
(a) companies engaged by or with the approval of the Federal Government to execute
specific projects;
(b) companies undertaking approved loan projects on behalf of donor countries or
international organisations;
(c) foreign government owned companies engaged wholly in export promotion
activities; and
(d) engineering consultants or technical experts working on specialist projects under
contract with any government of the federation or one of its departments or under
approved contracts with any other persons.
Unless the activities of the foreign investor falls within any of the above listed categories,
it would not qualify for an exemption from incorporation. Even if it did qualify for an
exemption on any of these grounds, however, we would generally not recommend that
the foreign investor seek such exemption because:
(a) Such exemptions are very rarely granted and, if granted, are only granted in respect
of one project and for a fixed period of time (usually three years) .The exemptions
are hardly ever renewed; and
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(b) The Federal Executive Council may revoke the exemption at any time if the Council
is of the opinion that the company has contravened any provision of the law or has
failed to fulfill any condition contained in the exemption order.
The most common structure is the limited liability company, and this is the most
appropriate structure if the intention is to use the entity as a vehicle through which to do
business for the purpose of making profit. The company limited by guarantee and
incorporated trustees can only be used for charitable or quasi-charitable purposes;
CAMA provides that a company limited by guarantee shall not be incorporated with the
object of carrying on business for the purpose of making profits for distribution to its
members.
Another advantage of the limited liability company structure is the liability of its members
in relation to the debts of the company is limited to the unpaid portion of their shares,
with the unlimited company – unlike the unlimited company where there is no limit on the
liability of the members.
7.1

Governmental Participation

7.1.1

Will the government seek to participate in the ownership or operation of the entity
(e.g. depending on the type of activity involved)?
This is unlikely. Entities in which the Federal Government of Nigeria has an interest
would usually be set up as a statutory corporation by the relevant statute. Examples of
government-owned or controlled entities include the Nigerian National Petroleum
Corporation of Nigeria (“NNPC”) and the Power Holding Company of Nigeria (“PHCN”).
It is possible, however, for the Investor to enter into a public-private partnership with the
government for the purposes of executing a particular project.

7.1.2

If so, to what extent?
N/A

7.1.3

What is the investor's potential liability to partners, investors or others?
The extent of the investor’s liability will depend on the type of business enterprise.

7.1.3.1 Corporate Entities
a) Liability of shareholders: The liability of shareholders will depend on the type
of company. In the case of companies limited by shares, the liability of
shareholders is limited to any amount unpaid on the shares held by them. On the
other hand, there is no limit to the liability of the members in an unlimited
company. In the case of a company limited by guarantee, the CAMA provides
that where such a company carries on business for the purpose of distributing
profits, all officers and members who are aware of that fact will be jointly and
severally liable for the payment and discharge of all the debts and liabilities
incurred by the company in carrying on such a business. It further provides that
the total liability of the members of a company limited by guarantee to contribute
to the assets of the company in the event of its being wound up shall not at any
time be less than N10,000.00 (ten thousand Naira) . The assets will not be
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distributed to the members but will be given to another company with similar
objects as the company being wound up.
b) Liability of directors: A company, will, for most purposes, act through its
directors. Directors are agents of the company and, when acting within the scope
of their authority and the powers conferred on them by the CAMA or the articles
of the company, they will not incur personal liability. Where the directors,
however, exceed the scope of the authority or power conferred on them, they
may incur a personal liability.
The CAMA specifies a number of instances where a director of a company may
incur a personal liability. It provides in section 290 that where a company fails to
apply money or other property received for the specific purpose for which it was
received, and with intent to defraud, every director or other officer of the
company who is in default shall be personally liable to the party from whom the
money or property was received. Furthermore, section 93 of CAMA provides that
where a company carries on business for more than 6 months without having at
least two members, every director or officer of the company who is aware of that
fact shall be liable jointly and severally for any debts incurred by the company
during that period. There is a similar provision covering situations where the
company continues to carry on business for more than 60 days after the number
of its directors has become fewer than 2.
7.1.3.2 Partnerships
The liability of partners will depend on the type of partnership structure that is
adopted. In a general partnership, every partner in a firm is liable, jointly with the
other partners for all debts and obligations of the firm incurred while he is a
partner. Even after his death, the estate of the deceased partner will remain
severally liable for such debts and obligations so far as they remain unsatisfied
subject, however, to the prior payment of his separate debts. In a limited
partnership, while the general partner is liable for all the debts and obligations of
the firm, the limited partner is liable only to the extent of the amount contributed
by him at the time of entering the partnership. The liability of partners in a limited
liability partnership is limited to the amount of their contributions to the
partnership, such that a partner is not bound by the acts of another partner if
such partner does not have the authority of the limited liability partnership to
carry out the particular act. Also, section 58 of the Laws of Lagos State of Nigeria
2003, as amended by the Partnership (Amendment) Law of Lagos State 2009
separates the personal liability of the partners from the liability of the limited
liability partnership, such that a person that has obtained a judgment against or
granted credit to the limited liability partnership cannot recover those liabilities of
the partnership from individual partners of the firm.
7.1.3.3 Incorporated Trustees
Incorporated trustees are like a company limited by guarantee i.e. they are
usually set up for any religious, educational, literary, scientific, social,
development, cultural, sporting or charitable purpose; and where incorporated
trustees carry on business for profit, all of the trustees who were aware of this
fact shall be jointly and severally liable for the payment and discharge of the
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debts incurred in carrying out such business. In addition, the total liability of the
members of an incorporated trust to contribute to the assets of the incorporated
trust in the event of its dissolution shall not at any time be less than N10,000 (ten
thousand Naira).
7.1.4

Are there restrictions on capitalization?
Companies with foreign participation are required to have a minimum capital of =N=10
million. Also, certain industries have minimum capital requirements that must be met and
maintained before the relevant licenses/approvals will be issued. For example, banks
are required to have a minimum capital of =N=25 billion while companies intending to
carry on business as fund/ portfolio managers are required to have a minimum capital of
=N=150 million.

7.1.5

What are the investor's tax consequences?
Companies and individuals in Nigeria are required by various enactments and
regulations to pay, among others, companies’ income tax, personal income tax, capital
gains tax, value-added tax, education tax and various withholding taxes, with penalties
being payable when taxes are not paid or withheld as required. Other categories of tax
include state and local government rates and levies. Penalties are imposed for failure to
pay taxes when due. All taxes, except for value added tax, stamp duties, customs and
excise duties and capital gains tax, are calculated in accordance with a tax year that
runs from January 1st to December 31st in each year. Please refer to sections 12 and 13
for more details in respect of the applicable taxes.

7.2

Joint Ventures

7.2.1

Are joint ventures permitted?
Yes. Nigerian law permits two or more companies to jointly incorporate another company
in which each company is a shareholder. Such an incorporated joint venture is, in law,
regarded as a distinct legal entity separate from its shareholders. There are no specific
provisions in CAMA that govern the creation and operation of joint venture companies
incorporated in Nigeria, nor is there any Nigerian legislation that deals with the
relationship and liability of members to each other. The Memorandum and Articles of
the joint venture company, together with any shareholders agreements that the
shareholding companies have reached, will govern the respective rights and
responsibilities of the shareholding companies to each other.
Companies may, however, simply choose to work together in a loose alliance – as an
unincorporated joint venture for the purpose of executing one or more projects. The
relationship between the companies in such a case is governed by the contractual
arrangements between the different companies.

7.2.2

If so, what is the registration or incorporation procedure?
The registration process would depend on the structure of the joint venture. If the joint
venture will be structured as a limited liability company, please see further our response
to question 7.3.2 below. If it will be structured as a partnership, please see further our
response to question 7.5.2 below.
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7.2.3

How long do these procedures take?
As stated above, this would depend on the structure of the joint venture. Please see
further our responses to questions 7.3.3 and 7.5.3.

7.2.4

What costs and fees are involved?
As stated above, this would depend on the structure of the joint venture. Please see
further our responses to questions 7.3.4 and 7.5.4.

7.2.5

Must a national of the country or a related state, (e.g. the EEC) be a participant,
manager or director?
There is no requirement that a Nigerian must be a shareholder or participant of a
company. A Nigerian company can be 100% owned by foreigners subject to meeting the
requirement that a Nigerian company must have a minimum of two subscribers or
shareholders at its incorporation. All the directors of the company may also be foreigners
with the exception of companies. See, however, paragraph 2.1.3 above with respect to
restriction on foreign participation in certain sectors of the Nigerian economy.
There is also no requirement that all the employees of a Nigerian company must be
Nigerian nationals. In order, however, for a Nigerian company to employ foreign
nationals, the Nigerian company must obtain “expatriate quota” positions for such foreign
employees and comply with all other immigration requirements to enable them to work in
Nigeria. It is unlikely that the Federal Ministry of Interior would grant a Nigerian company
expatriate quota positions in respect of all its employees, particularly those in the junior
or unskilled cadres. This means that Nigerian companies will, as a matter of practice,
have, at least, some Nigerian employees. Each expatriate is also required to have 2
Nigerian understudies.

7.2.6

What is the investor's potential liability?
This also depends largely on the structure of the joint venture. Please see further our
response to question 7.1.3 above.

7.2.7 What are the investor's tax consequences?
Please refer to Sections 12 and 13 of this guide.
7.3

Limited Liability Companies

7.3.1

Are limited liability companies permitted?
Yes.

7.3.2

If so, how are they registered or incorporated?
The procedure for incorporation is fairly straightforward. First, the proposed name of the
company must be reserved. The name is reserved for a maximum of 60 days during
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which period no other company will be registered under that name or under any other
name which, in the opinion of the CAC, bears a close resemblance to the reserved
name. The application must then be submitted to the CAC, accompanied by the
following documents:
a. a copy of the memo and articles of association of the company;
b. a statement of the authorised share capital of the company, accompanied by
evidence of the payment of stamp duty;
c. statement of particulars of at least two initial directors of the company;
d. a notice setting out the situation of the registered office of the company;
e. a declaration, sworn to by a lawyer, that all matters preliminary to the registration of
the company have been complied with;
f. filing fees, which vary depending on the share capital of the company; and
g. board resolutions of any shareholders that are corporate entities authorizing such
entities to invest in the company to be incorporated.
Once the application is approved, the Registrar of Companies issues a Certificate of
Incorporation, and if the company has foreign shareholders it is then required to proceed
to obtain approvals from the NIPC.
7.3.3

How long do these procedures take?
The incorporation process could be completed and a Certificate of Incorporation issued
within 2 to 3 weeks of the application being submitted to the CAC.

7.3.4

What costs and fees are involved?
(a)
(b)
(c)
(d)
(e)

(f)
(g)
(h)
(i)
(j)

Name reservation and availability form: =N=200.00 (five hundred naira)
CAC application form: =N= 500.00 (five hundred naira)
Stamp duty on the share capital of the company: 0.75% of the share capital.
Stamp duty on the Memorandum and Articles of Association: =N= 500.00 (five
hundred naira) for each copy.
CAC Filling Fees:
i.
=N= 10,000.00 (ten thousand naira) for the first =N= 1 million or part thereof;
ii.
=N= 5,000.00 (five thousand naira) for every =N= 1 million thereafter up to
=N= 500,000,000 (five hundred million Naira)
iii.
=N= 7,500.00 (seven thousand, five hundred Naira) for every million above
=N= 500,000,000 (five hundred million Naira)
Certified true copy of memorandum and articles of association: =N=3,000.00 (three
thousand naira)
Certified true copy of Form CAC 7 (particulars of directors): =N=2,000.00 (two
thousand naira)
Certified true copy of Form CAC 2 (particulars of shareholders): =N=2,000.00 (two
thousand naira)
Certified true copy of Forms CAC 3 (particulars of registered address of the
company): =N=2,000.00 (two thousand naira.
Professional fees and other administrative expenses incurred during the
incorporation process vary depending on counsel that is engaged to assist with the
incorporation process
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7.3.5

Must a national of the country or a related state be a participant, manager or
director?
Please see paragraph 7.2.5 above.

7.3.6

Are there restrictions on capitalization?
Please see paragraph 7.1.4 above.

7.3.7 What are the investor's tax consequences?
Please refer to Section 12 and 13 of this guide.
7.4

Liability Companies, Unlimited

7.4.1

What are the forms of liability companies?
As we indicated in our introductory comment to section 7, the forms of liability
companies recognised by CAMA are:
(a)
(b)
(c)
(d)

7.4.2

a private limited liability company;
a public limited liability company;
a company with unlimited liability;
a company limited by guarantee.

How are these companies registered or incorporated?
The same incorporation procedure applies to both private and public companies. Please
refer to our response to question 7.2.2. In addition, the registration of a company limited
by guarantee requires the approval of the Attorney General of the Federation and this
could prolong the timeline for incorporation by as much as 6 – 12 months.

7.4.3

How long do these procedures take?
As we mentioned in paragraph 7.2.3, the incorporation process could be completed and
a Certificate of Incorporation issued within 2 to 3 weeks of the application being
submitted to the CAC. With respect to a company limited by guarantee, however, the
approval of the Attorney General takes a considerable amount of time to process,
usually between 6 months to 1 year. This approval can be refused and the Attorney
General is not obliged to state the reason for the refusal.

7.4.5

What costs and fees are involved?
(a) CAC application form: =N= 500.00 (five hundred Naira)
(b) Application fee for the Registrar-General’s Consent: =N= 5,000.00 (five thousand
Naira)
(c) Stamp duty on the Memorandum and Articles of Association: =N= 500.00 (five
hundred Naira) for each copy
(d) CAC Filing Fees: =N= 20,000.00 (twenty thousand Naira)
(e) Certified true copy of Memorandum and Articles of Association: =N=3,000.00 (three
thousand Naira)
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(f) Certified true copy of Form CAC 7 (Particulars of Directors): =N=2,000.00 (two
thousand Naira)
(g) Certified true copy of Form CAC 2 (Particulars of Shareholders): =N=2,000.00 (two
thousand Naira)
(h) Certified true copy of Form CAC 3 (Particulars of Registered Address of the
Company): =N=2,000.00 (two thousand Naira)
(i) Professional fees and other administrative expenses incurred during the
incorporation process vary depending on counsel that is engaged to assist with the
incorporation process
.
7.4.6

Must a national of the country be a participant, manager or director?
Please refer to paragraph 7.2.5 above.

7.5

Partnerships, General or Limited

7.5.1

Are partnerships recognized or permitted?
Yes, Nigerian law permits the registration of partnerships.
There is a dual registration requirement for firms that carry on business on the basis of
certain types of partnerships. Under Part B of CAMA, which prescribes rules for the
registration of business names, the name under which a firm or an individual carries on
business is required to be registered. In addition to this, the partnership is also required
to be registered under the partnership law of the state where it operates.
The Partnership Law (Chapter P1), Laws of Lagos State of Nigeria 2003, as amended
by the Partnership (Amendment) Law of Lagos State 2009 (“Partnership Law”) also
provides for three types of partnerships – a general partnership, a limited partnership
and a limited liability partnership. The limited liability partnership is a new innovation in
Nigeria and was introduced in 2009 by the Partnership (Amendment) Law of Lagos
State, 2009. Under the Partnership Law, only a limited partnership and a limited liability
partnership are registrable. The registration of a limited partnership is effected by
delivering to the Registrar of limited partnerships a statement signed by the partners
containing the following information:
a.
b.
c.
d.
e.
f.
g.

the firm’s name;
the general nature of the business
the principal place of business;
the full name of each of the partners;
the term, if any, for which the partnership is entered into and the date of its
commencement
a statement that the partnership is limited and a description of every limited
partner
the sum contributed by each limited partner and whether paid in cash or
otherwise.

On receiving the statement above, the Registrar of a Limited partnership is required to
file the statement and send a certificate of registration to the firm.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 67 of 143

7.5.2

Must a national of the country or related state be a partner?
Only Nigerian individuals or Nigerian companies may be partners in Nigerian
partnerships. Under Nigerian law, a partnership is not a separate legal entity.
Consequently, where a foreign entity is a partner in a Nigerian partnership which is
engaged in any trade or business, that entity is, in effect, carrying on business in
Nigeria. Section 54 of CAMA provides that every company incorporated outside Nigeria
intending to carry on business in Nigeria must obtain incorporation as an entity in Nigeria
for this purpose. Accordingly, foreign companies or entities are not permitted to “do
business” in Nigeria and should they wish to carry on such business then, by virtue of
Section 54 of the CAMA, they must incorporate a Nigerian company in which they would
own shares. It is this Nigerian company that would then act as a partner in the
partnership.

7.5.3

If so, to what extent?
All the partners of a partnership must be Nigerian nationals.

7.5.4

What costs and fees are involved?
Various states in Nigeria have enacted their own Partnership laws, and provide the fees
payable for registration of a partnership. In Lagos State, the schedule to the Partnership
Law prescribes the following fees for the registration of limited partnerships:
Registration fees

=N=25,000.00

Filing fees

=N=5,000 payable on every =N=1,000,000.00 in
the contributed capital of the partnership (i.e.
0.5% of the total contributed capital of the
partnership).

In relation to limited liability partnerships registered in Lagos State, the following fees are
payable:
Registration fees

=N=25,000.00

Filing fees

=N=5,000 payable on every =N=1,000,000.00 in
the contributed capital of the partnership (i.e.
0.5% of the total contributed capital of the
partnership).
=N=5,000
=N=5,000

Particulars of partners
Notice of Bond/Indemnity
7.5.5

What is the investor's potential liability?
The liability of partners will depend on the type of partnership structure that is adopted.
In a general partnership, every partner in a firm is liable, jointly with the other partners for
all debts and obligations of the firm incurred while he is a partner. Even after his death,
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the estate of the deceased partner will remain severally liable for such debts and
obligations so far as they remain unsatisfied subject, however, to the prior payment of
his separate debts. In a limited partnership, while the general partner is liable for all the
debts and obligations of the firm, the limited partner is liable only to the extent of the
amount contributed by him at the time of entering the partnership. The liability of
partners in a limited liability partnership is limited to the amount of their contributions to
the partnership, such that a partner is not bound by the acts of another partner if such
partner does not have the authority of the limited liability partnership to carry out the
particular act. Also, section 58 of the Laws of Lagos State of Nigeria 2003, as amended
by the Partnership (Amendment) Law of Lagos State 2009 separates the personal
liability of the partners from the liability of the limited liability partnership, such that a
person that has obtained a judgment against or granted credit to the limited liability
partnership cannot recover those liabilities of the partnership from individual partners of
the firm.
As stated in the response to 7.5.2 above, only Nigerian individuals or Nigerian
companies may be partners in Nigerian partnerships, and a foreign investor cannot be a
partner in a Nigerian partnership.
7.5.6

What are the investor's tax consequences?
The tax treatment of a partner in a Nigerian partnership would depend on whether that
partner is a company or an individual.
Where the profits made by a partnership are distributed among the respective partners,
the partners that are limited liability companies will be liable to pay tax on their
respective shares of the profit under the provisions of CITA, at the rate of 30%. Such
profits will also be subject to a further 2% tertiary education tax under the provisions of
the Tertiary Education Trust Fund Act 2011. In addition, the partner has an obligation to
withhold tax (at the rate of 10%) when re-distributing the profits it has received from the
partnership to its own shareholders as dividend.
In relation to partners that are individuals, such partners are liable to pay tax in
accordance with the provisions of the Personal Income Tax (incorporating 2011
amendment) Act (“PITA”). Section 37 of the PITA provides that the personal income tax
that may be payable on the chargeable income of an individual shall, in respect of each
year of assessment, be assessed at the rate(s) specified in the Sixth Schedule of the
PITA. The rates of tax as set out in the Sixth Schedule are as follows:
Chargeable Profit

Amount in =N=

Percentage

Total Income if the total
taxable income is less
than =N=300,000.00

Total Income

1.00%

First

300,000.00

7.00%

Next

300,000.00

11.00%

Next

500,000.00

15.00%

Next

500,000.00

19.00%

Next

1,600,000.00

21.00%
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Over

3,200,000.00

24.00%

After deducting any allowances, reliefs and allowable deductions from the total income
of an individual, personal income tax will be impose on the taxable income based on the
above graduated scale. As shown on the table above, the current marginal tax rate for
personal income tax is 24%.
7.6

Partnerships, Undisclosed

7.6.1

Do undisclosed partnerships exist?
Undisclosed partnerships, which we understand to mean a type of partnership in which a
partner contributes funds but is not publicly identified, do not exist under Nigerian Law.

7.6.2

If so, how are they formed?
Not applicable.

7.6.3

What costs and fees are involved?
Not applicable.

7.6.4

Must a national of the country or a related state be a participant, manager or
director?
Not applicable.

7.6.5

What is the investor's potential liability?
Not applicable.

7.6.6

What are the investor's tax consequences?
Not applicable

7.7

Sole Proprietorships

7.7.1

Can the investor be a sole proprietor?
No. This is because a foreign investor is required to incorporate a company locally
before it can do business in Nigeria. Please see further paragraph 7.5.2 above.
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7.7.2

How is the sole proprietorship registered or established?
Although a sole proprietorship is not, of itself, registrable, the CAMA requires that where
the investor carries on business under a business name that does not consist of his true
names, then the sole proprietorship is required to be registered.
Business names are registered at the CAC. The applicant applies for a name reservation
at the CAC on the standard CAC form to confirm that the particular name is available –
form costs NGN200. If the name is available, it may be reserved for a period of 60 days.
It takes a period of 3 - 5 working days for the CAC to confirm the availability and
reservation of the name. Upon reservation of the business name, the proprietor is
required to purchase a business name application form (CAC/BN/1A) and thereafter,
submit the following documents to the CAC:

i.
ii.
iii.
iv.

the duly completed business name application form (CAC/BN/1A),
the name reservation notice,
a certificate of proficiency, if applicable, and
2 (two) passport photographs of the proprietor.

Where the business to be carried out by the proprietor involves any of the under-listed
matters, the sole proprietor would be required to submit a proficiency certificate:

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)

educational institution;
engineering firm;
medical laboratory services;
medical services;
pharmaceutical services;
computer science training institution;
consultancy firm; or
law firm.

This list is not exhaustive and the CAC reserves the right to expand the list to include
other businesses.

7.7.3 How long does this process take?
This process can take 2 weeks after all required documentation has been submitted to
the CAC.
7.7.4

What costs and fees are involved?
i. Name reservation and availability form: =N=500.00 (five hundred naira)
ii. CAC Business Name file jacket (CAC/BN/1A) fee: =N=250.00 (two hundred and
fifty naira)
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iii. CAC registration fee: =N=10,000.00 (ten thousand naira)
7.7.5

What is the investor's potential liability?
The investor would be personally liable for all debts owed by the sole proprietorship, and
would bear all the risks and liabilities associated with the business.

7.7.6

Are there restrictions on capitalization?
No.

7.7.7

What are the investor's tax consequences?
Sole proprietors are taxed as individuals due to the fact that the business is not a
separate legal entity that is distinct from the proprietor. Please refer to section 13 for
details of the taxation of individuals. As we stated in paragraph 7.7.1 above, however,
the investor, being a foreign entity, cannot operate in Nigeria as a sole proprietor.

7.8

Subsidiaries/Branches/Representative Offices

7.8.1

Can the investor establish a branch, subsidiary or representative office?
Yes, but any subsidiary, branch or representative office that is to be established will first
have to be incorporated in Nigeria as a separate legal entity because CAMA provides
that until a foreign company is so incorporated it “shall not have a place of business or
an address for service of documents or processes in Nigeria for any purposes other than
the receipt of notices and other documents as matters preliminary to incorporation under
this [Act]”.
The company must also obtain the necessary foreign investments approvals i.e. a
business permit, and if the local company plans to employ expatriates, it will be
necessary, after its incorporation, for the company to obtain expatriate quota positions
for each expatriate it wishes to employ, and the necessary residence permits and visas
for the expatriates.

7.8.2

If so, how long does registration or incorporation take?
Please refer to paragraph 7.3.3 above.

7.8.3 What costs and fees are involved?
Please refer to paragraph 7.3.4 above
7.8.4 What is the investor's potential liability?
Please refer to paragraph 7.3.5 above
7.8.5

Must a national of the country be a participant, manager or director?
Please refer to paragraph 7.2.5 above.
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7.8.6

Are there restrictions on capitalization?
Please refer to paragraph 7.1.3 above.

7.8.7

What are the investor's tax consequences?
Once the subsidiary/branch/representative office is incorporated in Nigeria, it shall be
treated as a resident company for Nigerian tax purposes. Please see further Section 12
of this guide.

7.8.8

Are these tax consequences different than those of a local company?
No; the subsidiary/branch/representative will also be a local company.

7.9

Trusts and other Fiduciary Entities

7.9.1

Are trusts or other fiduciary entities recognized?
Yes. Nigerian law recognises the concept of trusts, trustees and the creation of trust
property. Part C of the CAMA regulates the establishment of Incorporated Trustees as a
body corporate, but an organisation can also incorporate as a company limited by
guarantee in order to carry out the same purposes for which it would have otherwise
registered as Incorporated Trustees. Section 673 (1) of the CAMA provides that a
community of persons bound together by customs, nationality, religion or a body of
association of persons established for any religious, social or charitable purpose may
appoint one or more trustees for the community, body

7.9.2

If so, how are each defined?
They are referred to as a company limited by guarantee or incorporated trustee. The
company limited by guarantee and incorporated trustees can only be used for charitable
or quasi-charitable purposes.

7.9.3

What are the legal consequences of a transfer of assets to a trust or fiduciary?
A trustee is deemed to be the legal owner of any assets held by him and the Investor
could be a grantor or one of the trustees in this type off entity.

7.9.4

Can the investor be the grantor, trustee or beneficiary?
Yes.
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8.

REQUIREMENTS FOR THE ESTABLISHMENT OF A BUSINESS

8.1

Alien Business Law

8.1.1

Is the business subject to any alien business law?
Yes. Section 54 of the CAMA provides that in order to ‘carry on business’ in Nigeria a
foreign investor must incorporate a separate legal entity for this purpose. Although
Nigerian statute and case law do not provide a completely satisfactory definition of the
phrase ‘carry/carrying on business’, it is generally acknowledged that a series of
repetitive acts carried out within Nigeria and that are intended to support an activity in
Nigeria that can be described as a business would fall within the definition. Where a
foreign investor intends to do business in Nigeria, this will have to be done through a
locally incorporated company.

8.1.2

Are there registration or reporting requirements?
Yes. In order for a company registered in Nigeria with foreign shareholders, to do
business it must register its business at the National Investment Promotion Commission.
The company is required to obtain a business permit from the Federal Ministry of the
Interior (“FMI”) in order to d business. A business permit is the authorisation that must be
obtained in order for the company to carry on business in Nigeria.
Where a company intends to employ expatriates, it must apply for expatriate quota
positions for the relevant number of expatriate personnel it intends to employ. An
expatriate quota is the authorisation that establishes the maximum number of
expatriates that a company may employ. The FMI has the discretion to determine what
number of quota approvals to grant to any applicant irrespective of the authorised share
capital of the company. Typically, however, applicants for expatriate quota positions
must have an authorised share capital of at least =N=10,000,000.00 (ten million Naira or
approximately US$64,516.12 applying a notional exchange rate of =N=155.00 to
US$1.00) and there must be some evidence that the applicants are ‘serious’ about doing
business in Nigeria – a determination which is linked, among other things, to how much
of the applicant’s authorised share capital has actually been brought into Nigeria in the
form of imported capital (evidenced by a Certificate of Capital Importation (“CCI”), which
is one of the documents that has to be submitted along with an application for expatriate
quota positions.

8.2

Antitrust Laws

8.2.1

Do the entity's operations comply with anti-trust laws?
Although there is currently no substantive competition law and no competition
commission, certain merger control provisions are contained in the Investment and
Securities Act 2007 (“ISA”) and the rules and regulations of the SEC made pursuant to
the ISA (“SEC Rules”). Section 118 of the ISA provides that every merger, acquisition or
business combination between or among companies shall be subject to the prior review
and approval of the SEC. This review is largely to consider the competition issues. An
acquisition is defined in Rule 421 of the SEC Rules as “the takeover by one company of
sufficient shares in another company to give the acquiring company control over that
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other company”. Rule 433 of the SEC Rules further defines an acquisition to mean
“where a person or group of persons buys most (if not all) of a company’s ownership
stake in order to assume control of the target company”. The ISA and the SEC Rules
apply to transactions involving the shares of Nigerian companies and are not intended to
have extra-territorial effect.
By section 91 of the Communications Act, a licensee shall not engage in any conduct
which has the purpose or effect of substantially lessening competition in any aspect of
the Nigerian communications market. The NCC may from time to time publish guidelines
or regulations which clarify the meaning of “substantial lessening of competition” in the
Nigerian communications market. The NCC published the Competition Practices
Regulations in 2007.

The Nigeria Broadcasting Code published by the National Broadcasting Commission
(“the NBC”) in October 2006 pursuant to the National Broadcasting Commission Act
(Chapter N11), LFN 2004, requires a licensee to obtain the prior approval of the NBC in
respect of any act, agreement or transaction that will directly or indirectly result in a
change of the effective control of its undertaking. The Code does not define what
constitutes “effective control” and in the absence of any such clarification, the term
should be considered to include situations where a party has control whether by virtue of
exercising control over majority shareholding rights, by super majority provisions or by
control over the decisions of the board and/or management of the company.
The Insurance Industry Policy Guidelines that were issued in 2008 by the National
Insurance Commission (“NAICOM”), provides that all changes in ownership/directorship
of an insurance institution that will entitle any individual to control (either directly or
indirectly) up to a 25% holding (this threshold is usually calculated by reference to voting
power) of any insurance, reinsurance, insurance brokerage or loss adjusting firm must
be cleared with NAICOM before such transactions are concluded.
A proposed Federal Competition and Consumer Protection Bill sponsored by the federal
government intended to establish general competition rules is however under
consideration at the National Assembly. Yet another bill, the Nigerian Trade and
Competition Commission Bill which seeks to implement trade-related laws, is also
presently before the National Assembly. Neither bill has been passed into law.
8.2.2 Are there filing requirements?
Yes

8.3

Environmental Regulations

8.3.1

Is the business of the investor subject to environmental regulation?
Depending on the nature of the business that the investor proposes to undertake, the
investor may be required to carry out an environmental impact assessment study.
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Nigerian environmental law requires any person that wishes to embark on any projects
or activities to consider the environmental effects of such projects. Where the extent,
nature or location of the proposed project or activity is such that it is likely to significantly
affect the environment, an environmental impact assessment shall be conducted in
accordance with the provisions of the Environmental Impact Assessment Act, chapter
E12 Laws of the Federation of Nigeria, 2004 (the “EIA Act”). Some of the activities in
respect of which an environmental impact assessment would be required include the
installation of telecommunications towers and base stations, construction of airports,
airstrips, ports, or railways routes, agricultural programmes necessitating the
resettlement of more than a 100 (one hundred) families, waste treatment and disposal,
land reclamation or housing development projects covering an area of 50 (fifty) hectares
or more.
Under the EIA Act, a failure to conduct the mandatory study or to obtain the approval in
respect of a project constitutes an offence, for which the investor may be liable to pay a
fine of up to =N=1,000,000 (one million Naira). In addition, such an investor runs the
risk that the National Environmental Standards and Regulations Enforcement Agency
which is the agency charged with enforcement of environmental laws, guidelines,
policies and standards may obtain a court order to suspend the activities of the investor
in relation to the project, seal or close down the premises for non compliance with
environmental laws.
See generally, section 2.4 of this guide.
8.3.2 If so, are there added costs involved (e.g. audit requirements)?
In the event that an environmental impact assessment is required in respect of a project,
the investor would be required to pay the costs associated with the audit exercise such
as the official application fees, the consultants’ fees and other incidental costs.

8.4

Government Approvals

8.4.1

Are government approvals required for the anticipated business?
There are certain sectors of the economy that require government approval before they
can be ventured into. These include banking, insurance, pension fund administration,
custodianship, telecommunications, energy (oil & gas, and power), capital markets,
aviation, and manufacture of food, drugs and beverages. Companies that intend to
operate in each of these sectors will be required to obtain the approval of the relevant
sector regulator.

8.4.2 If so, how long does this process take?
The timeline for the grant of the relevant government approval or license varies, and is
largely dependent on whether the applicant company has satisfied all the conditions and
requirements that have been specified for the grant of the required license or approval.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 76 of 143

8.4.3 What fees are involved?
Fees payable depend on the type of approval or license that is sought and are
determined by the relevant sector regulator.
8.5

Insurance

8.5.1 Must the enterprise carry insurance?
There are certain categories of insurance that are mandatory and as such the enterprise
will need to obtain insurance cover in respect of those categories of risk.
8.5.2

If so, what kind of risks must be insured?
The risks that must be insured are as follows:
1.
2.
3.
4.
5.

8.5.3

Group Life Insurance as required by Section 9(3) of the Pension Reform Act, 2004.
Occupier’s Liability Insurance as required by Section 65 of the Insurance Act, 2003.
Motor Third-Party Insurance as required by Section 68 of the Insurance Act.
Builder’s Liability Insurance as required by Section 64 of the Insurance Act.
Health Care Professional Indemnity Insurance as required by Section 45 of the
National Health Insurance Act, 1999

Is there a state monopoly on insurance?
No. Nigerian insurance law simply requires that insurance in respect of any life, asset,
interest or other properties in Nigeria shall be provided by insurance companies that are
registered under the Insurance Act. Currently, there are 31 licensed general insurance
companies, 16 licensed life insurance companies, and 13 licensed composite insurance
companies in Nigeria.
The Insurance Act provides that no person shall transact any insurance or reinsurance
business with a foreign insurer or reinsurer in respect of any life, asset, interest or other
properties in Nigeria businesses classified as domestic insurance unless with a company
registered under the Act. Domestic insurance is defined to include fire insurance and
reinsurance business, motor insurance and reinsurance business, liability insurance and
reinsurance, life insurance and reinsurance, accident insurance and reinsurance
business, and such other insurance and reinsurance business as NAICOM may
prescribe from time to time. NAICOM is, however, authorised to permit any person to
effect the insurance or reinsurance of any domestic insurance business with an offshore
insurance company, if the risk is of an exceptional nature or there are any exceptional
circumstances justifying the exemption

8.6

Licenses/Permits

8.6.1 Are licenses or permits required for the anticipated activity?
This depends on the nature of the business that the enterprise will engage in, and the
laws regulating the relevant sector. Please see further section 8.4.
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8.6.2

If so, how does the investor apply for and receive the necessary license or
permit?
Please refer to section 8.4.

8.6.3

How long does it take to receive the license or permit?
Please refer to section 8.4.
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9.

OPERATION OF THE BUSINESS

9.1

Advertising - Are there restrictions on advertising?
The APCON Act, which was mentioned in section 2.1.3 of this guide, regulates the
activities of persons that can provide advertising services in Nigeria and establishes the
Advertising Standards Panel (the “Panel”). The Panel is responsible for ensuring that
advertisements conform to the laws of Nigeria as well as the codes and ethics of the
advertising profession.
In Lagos State, the Lagos State Structure for Signage and Advertisement Agency Law,
No.9, Laws of Lagos State (2006) established the Lagos State Signage and Advertising
Agency (“LASAA”) which regulates outdoor display in business premises in Lagos State.
Under this law, any company doing business in Lagos is required to register the outdoor
display in the form of advertisements on the premises, or on its vehicles, with the
LASAA.
As stated in section 2.1.3 of this guide, APCON issued the Proclamation on Registration
and Licensing Regime in the Advertising Industry (“Proclamation”) which took effect from
1st January 2013 and purports to introduce a new set of licensing guidelines and
requirements to govern advertising practice in Nigeria.
The Proclamation specifies two categories of advertising organisations in Nigeria as
follows:
a) National Agencies - these are advertising organisations in which the total equity
participation by Nigerians not less than 74.9% and consequently, the aggregate
foreign equity investment in such entities is not more 25.1%.
b) Foreign Agencies – these are advertising organisations in which the total equity
participation by Nigerians is not more than 25.1% or the aggregate foreign equity
investment in such entities is not less than 25.2%.
Having made this distinction between national and foreign agencies, the Proclamation
goes on to state that a foreign agency shall practise advertising that is targeted at
markets outside the shores of Nigeria. What this implies is that a foreign agency cannot
practise advertising that is targeted at the Nigerian market.

9.2

Attorneys

9.2.1

Is it necessary to have local counsel?
Although it is not mandatory for foreign investors to engage local counsel, we would
always advise a foreign investor to seek the advice of local counsel before taking steps
to set up a business in Nigeria. The right local counsel can provide insight into the legal
and regulatory climate for foreign investments in Nigeria, assist in registering a local
entity, procure the relevant foreign investment approvals, and provide on-going legal
advice in respect of the operations of the local entity.
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9.2.2

How can local counsel be found?

In order to find local counsel, it is always useful for investors to use reputable annual
rankings and listing publications such as the International Financial Law Review, Who’s
Who Legal and Chambers Global.
http://www.iflr1000.com/Jurisdiction/90/Nigeria.html
www.chambersandpartners.com
www.whoswholegal.com
Another useful way to find local counsel is to seek referrals from foreign law firms.
9.2.3

How much are attorney’s fees?
The fees charged by attorneys vary depending on the law firm, nature of the matter the
attorneys are required to advise on, the firm’s expertise and the quality of service that
the firm is able to offer.

9.3

Book keeping Requirements

9.3.1

Must the investor keep local books of accounts?
Section 331 of the CAMA requires every company to keep accounting records which
sufficiently show and explain the transactions of the company, disclose with reasonable
accuracy, at any time, the financial position of the company; and enable the directors to
ensure that any financial statements prepared by the company complies with the
requirements of CAMA. The provisions of this section apply to all companies registered
in Nigeria, including companies that are 100% foreign owned.

9.3.2

In what form must the investor keep accounts (e.g. GAP, in what language, etc.)?
Every Nigerian company may choose the form in which it keeps its accounts but must
ensure that it complies with the following:




the provisions of CAMA as stated in section 9.3.1 above;
the general accepted accounting principles;
the accounting standards laid down by the International Financial Reporting
Standards (“IFRS”), issued by the International Accounting Standards Board. This
accounting standard is prescribed by the Financial Reporting Council of Nigeria (the
“FRCN”), or any successor body, as the applicable accounting standards in Nigeria
from time to time, and is applied on a consistent basis.
The accounts of Nigerian entities must be recorded in the English language.
9.4

Business Ethics/Codes
Are there certain business ethics or codes, which the investor must follow (e.g.
GAAP for accountants, etc.)?
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In Nigeria, different professions have sets of codes or ethics that that guide the practice
of that profession. Some of the professions that have established code or ethics are
accountants, lawyers, medical doctors and estate surveyors.
There are 2 (two) professional accountancy associations with regulatory authority
in Nigeria. These are the Institute of Chartered Accountants in Nigeria (“ICAN”) and the
Association of National Accountants of Nigeria (“ANAN”). There is a professional code of
conduct (the “Accountants’ Code of Conduct”) that is established by the ICAN. The
Accountants’ Code of Conduct sets out the fundamental principles that a chartered
accountant must follow in carrying out his duties. The Accountants’ Code of Conduct
also seeks to guide its members in their approach to problems bearing on professional
conduct, which the members may have to deal with in the performance of their day-today duties and lays out the disciplinary action where a member is found guilty of
misconduct. The ANAN has also established a professional code of conduct which its
members must adhere to and the code of conduct complies with the International
Federation of Accountants’ requirements.
The Rules of Professional Conduct (“RPC”) regulates the legal profession in Nigeria.
The aim of the RPC is to maintain the highest standards of professional conduct,
etiquette and discipline in the legal profession. The RPC sets out the standards and
duties of lawyers as well as the rules of conduct that each lawyer is required to adopt in
practice. The body that enforces the RPC is the Nigerian Bar Association.
The Code of Medical Ethics regulates the medical and dental profession in Nigeria (the
“Code”). The Code sets out the required standards for the medical and dental profession
to reduce the ethical violations to a minimum, enhance the profession, increase the
confidence of the public and offer protection conscientious practitioners. The bode that
enforces the Code is the Medical and Dental Council of Nigeria.
The Code of Professional Ethics and Practice regulates estate surveyors in Nigeria. The
body that enforces this code is the Nigerian Institution of Estate Surveyors and Valuers
(the “Institute”). The Institute has an effective self-regulating and disciplinary system and
deals with any act of indiscipline or professional misconduct of its members. We should
add that the Institute only covers its members and not all estate surveyors.
With respect to businesses, the CAMA contains provisions which specify how the affairs
of a company should be conducted. Usually, all matters relating to a company’s
management and governance, including board and annual general meetings, are
regulated by the company’s Memorandum and Articles of Association, which are
registered with the CAC at the time of incorporation. CAMA shares the powers of
management and governance of a company between the board of directors and the
general meeting. All powers of a company which are not specifically reserved to the
general meeting by CAMA or by the Articles of Association can be freely exercised by
the board of directors of the company, which is expressly vested with the power of
management of a company. The general meeting may, however, act in any matter if the
board is unable to act because of a deadlock or may ratify any action taken by the board
of directors.
The board of directors, when acting within the powers conferred on it by the CAMA or by
the articles of the company, is not bound to obey the directions or instructions of the
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members in general meeting. This is provided however, that the directors are acting in
good faith and with due diligence.
In 2006, the CBN also issued a mandatory Code of Corporate Governance for the
banking industry (the “CBN Code”). The CBN Code provides that the responsibilities of
the Chairman should be clearly separated from the Managing Director or the Chief
Executive Officer and that the two positions should be held by different people. It also
made extensive provisions on the organisational structure of banks. Similarly,
advertising agencies are required to comply with rules and regulations issued by the
Nigerian Code of Advertising Practice and Sales Promotion, while telecommunications
companies would be required to comply with the rules and regulations issued by the
Nigeria Communications Commission.
The SEC also issued the Code of Corporate Governance in Nigeria, which contains
provisions for the best practices to be followed by publicly quoted companies and all
other companies with multiple stakeholders registered in Nigeria.
9.5

Consumer Protection Laws
Are there consumer protection laws, which apply to the investor's operations?
The Consumer Protection Council Act, Chapter C25, LFN 2004 established the
Consumer Protection Council, the objectives of which include:
a. seeking ways and means of removing from the market hazardous products and
causing offenders to replace such products with safer and more appropriate
alternative;
b. publishing from time to time a list of products whose consumption and sale have
been banned, withdrawn, restricted, or not approved by the Nigerian government
or foreign governments; and
c. causing an offending company, firm, trade association or individual to protect,
compensate, provide relief and safeguards to injured consumers or communities
from adverse effects of technologies that are inherently harmful, violent or highly
hazardous.
The Consumer Protection Council is empowered to apply to the court to prevent the
circulation of any product which constitutes an imminent public hazard and to compel a
manufacturer to certify that all safety standards are met in their products.
The Standards Organisation of Nigeria (“SON”) is responsible for the regulation of
imports and the standardisation of methods and products (see the list of products
governed by the SON in 9.11.1 below) used and manufactured by Nigerian industries.
The SON regulates the standard of manufactured goods through the Mandatory
Conformity Assessment Programme (“MANCAP”) and specified imports into Nigeria
through a program known as the Standards Organisation of Nigeria Conformity
Assessment Program (“SONCAP”). Where the supplies to be imported are products
regulated by the SON, product licenses will need to be obtained from the SON in respect
of such products before they can be imported into Nigeria.
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MANCAP was put in place by the SON in 2006 to ensure that all manufactured products
conform to the relevant Nigerian Industrial Standards (NIS) prior to sales in the markets
or export. The scheme is aimed at protecting genuine manufacturers against unhealthy
practices such as production of sub-standards products, faking and counterfeiting as
well as unfair competition in trade. It provides consumers with confidence that products
manufactured in the country are fit, safe and meet the intended use. It also ensures that
the environment is free from unnecessary wastes and pollution.
SONCAP is a pre-shipment verification of conformity to Standards process used to verify
that products to be imported into Nigeria are in conformity with the applicable NIS or
approved equivalents, and technical regulations before shipment. Under the SONCAP
regime, imports are required to undergo verification and testing at country of supply
(Exporting) and a SONCAP Certificate (SC) issued demonstrating that the products
meet the applicable standards and regulations or a Non-Conformity Report (NCR) where
the goods do not comply. The conformity assessment elements undertaken in SONCAP
include but not limited to physical inspection prior to shipment, sampling, testing and
analysis in accredited laboratories, audit of product processes and systems, and
documentary check of conformity with regulations and overall assessment of conformity
to standards.
The National Agency for Food and Drug Administration and Control Act Chapter N1,
LFN 2004 established the National Agency for Food and Drug Administration and
Control (“NAFDAC”), which is the agency responsible for regulating and controlling the
sale or distribution, importation, exportation, advertisement, manufacture and use of food
(including beverages), drugs, cosmetics, medical services, bottled water and chemicals
(the “Regulated Products”). The NAFDAC are responsible for:






regulating and controlling the importation, exportation, manufacture, advertisement,
distribution, sale and use of the Regulated Products;
conducting appropriate tests and ensuring compliance with standard specifications
designated and approved by the NAFDAC for the effective control of quality of the
Regulated Products;
undertaking appropriate investigation into the production premises and raw materials
for Regulated Products and establishing a relevant quality assurance system,
including certification of the production sites of the Regulated Products;
compiling standard specifications, regulations, and guidelines for the production,
importation, exportation, sale and distribution of Regulated Products ;and
undertaking the registration of Regulated Products.

9.6

Construction

9.6.1

What are the costs of construction?
The cost of construction is determined by the nature and location of the project that is
being undertaken. The cost of construction includes (but not limited to):
(a) fees payable to the agencies or ministries of government that are responsible for
issuing the construction permits and approving environment impact assessment
reports;
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(b) fees payable to professional advisers and construction personnel such as quantity
surveyors, engineers, lawyers, building contractors, architects, inspectors, etc; and
(c) the cost of purchasing the materials required to carry out the construction.
In some cases, the promoter or contractor of the project is also required by law to take
out insurance in relation to the project.
9.6.2

Are permits required for construction?
Yes, permits are required for construction in Nigeria.
In Lagos State, the Lagos State Urban and Regional Planning and Development Law
2010 (“the Planning Law") provides that the Lagos State Physical Planning
Permit Authority (“LSPPPA”) must issue a permit in respect of every physical
development to be carried out in Lagos State.

9.6.3

How is authorization to construct obtained?
The process of obtaining construction approval differs from state to state. The general
practice, however, is for a promoter of a building project to apply to the relevant agency
or ministry of a state for approval. This application is submitted together with the building
plan (which includes the structural and/or architectural drawings).
In Lagos State, a planning permit is the authorisation that enables a person to carry
out physical development in Lagos State. The LSPPPA, which is an agency of the
Lagos State Ministry of Physical Planning and Urban Development (the “Ministry”)
created by the Planning Law, is responsible for processing and issuing all
building/planning permits in Lagos State. An applicant is required to submit a copy of
the proposed building plan and structural drawings, as well as evidence of title to the
property on which the construction is to be carried out, in order to procure the
approval. Where the LSPPPA is satisfied that the building plan conforms to the
cadastral plan of the area and the assessed fees have been paid by the applicant, a
development permit would be issued, on the basis of which the construction may
commence. Thereafter, the construction would be supervised by officials of the
Ministry who would certify, at different stages, the structural stability of the building(s)
on the property until completion. Upon completion of construction, a certificate of
completion and fitness for habitation will be issued by the Lagos State Building
Control Agency.

9.6.4

How long does it take to receive authorization?
The timing for procuring the approval depends on the nature of the project, especially in
relation to the number of floors. In Lagos State for instance, a development permit can
be obtained within a period of 4 – 8 weeks for construction of a bungalow, while an
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application for construction of a 12-storey building could take between 2 – 6 months.
This is because the approving authority for different types of buildings differs. While a
District Officer in Lagos State may be able to approve the construction of a bungalow,
the Governor’s approval is required for construction of a 12-storey building.
9.7

Contracts
Can the investor freely enter into local contracts?
Yes.

9.8

Can the law of another country govern the contracts?
Yes. The Nigerian courts recognise parties’ choice of foreign law and jurisdiction. The
attitude of the Nigerian courts in matters of choice of law and jurisdiction has, generally,
been to hold parties to their bargains. However, the courts have demonstrated that in
certain limited circumstances they will be prepared to assume jurisdiction
notwithstanding the express choice of some other jurisdiction by the parties. The
Supreme Court of Nigeria has ruled that in determining whether to assume jurisdiction
the courts must consider the following factors:
(a)

The location of the evidence, and the convenience in terms of accessibility and
expenses as between the domestic and foreign courts;

(b)

The countries with which the parties are connected;

(c)

Whether the party seeking to stay the proceedings is only seeking procedural
advantages;

(d)

Whether the plaintiffs would be prejudiced by having to sue in the foreign court
because they would:
(i)
be deprived of security for that claim;
(ii)
be unable to enforce any judgment obtained;
(iii)
be faced with a time bar not applicable to the domestic court or,
(iv)
for political, racial, religious or other reasons be unlikely to get a fair trial.

The application of these factors is entirely at the discretion of the court.
9.9

Price Controls
Are there applicable price controls?
Yes. The Price Control Act, chapter P28, Laws of the Federation, 2004 (“PCA”),
specifies that price control shall be imposed on certain goods listed in the schedule to
the Act. These goods include bicycles and spare parts, flour, matches, milk, motorcycle
and spare parts, motor vehicle and spare parts, petroleum products, salt and sugar.
The PCA also appoints a price control Board and gives the Board the powers to add any
goods or to delete any goods from the list.
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9.10

Product Registration

9.10.1 Must the entity register its product?
The entity will need to register its products in the event that any of such products are
regulated by the NAFDAC or the SON. The products that must be registered with
NAFDAC are food, drugs, cosmetics, medical devices, bottled water, and chemicals
while the products that are regulated by the SON include:
a) toys;
b) electrical and electronic products that could be used by members of the
public whether in their homes or otherwise e.g. in residential, office, retail,
leisure etc, environments. Examples include but are not limited to, household
appliances, IT products, communication products, lighting products, audiovisual products etc.;
c) used motor vehicles;
d) vehicle spare parts;
e) motor vehicle tyres;
f)

automotive glass;

g) chemical products (such as motor oils, paints, bitumen, school chalk,
kitchenware, tableware and dinnerware, tobacco and tobacco products);
h) construction material, mechanical devices and gas appliances such as
galvanised steel products, taps and valves, ceramic and sanitary ware, false
ceilings, gas cylinders, kerosene stoves and hurricane lamps, aluminium
products, mechanical backpack sprayers, pressure cookers, cements and
gypsum, etc.;
i)

paper and stationery items; and

j)

protective safety equipment (such as fire fighting equipment, electronic
security equipment, etc.

9.10.2 If so, how is registration obtained?
Registration is obtained in respect of the entity’s products by filing an application for
registration with the relevant regulator (SON or NAFDAC) with the supporting documents
required by the regulators in each case.
9.10.3 How long does the process take?
In respect of the NAFDAC, an application for product registration could take between 412 weeks from the date provided that satisfactory documents required for the process
are submitted.
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An application to the SON for product registration would usually take between 8-12
weeks from the date provided that satisfactory documents required for the process are
submitted
9.10.4 Are there fees involved?
Yes

9.11

Reductions or Return on Capital
Can capital be repatriated while the corporation is still ongoing?
Yes, capital can be repatriated upon divestment by the Investor. In order to repatriate
capital, however, the Investor would have to show evidence that funds were inflowed
into Nigeria. This evidence is in the form of a Certificate of Capital Importation (“CCI”),
which is issued to the Investor by an authorised dealer (i.e. a bank) through which the
funds were brought into Nigeria.

9.12

Sale of Goods
Are there restrictions on the manner, time or place of sale of goods?
The Sale of Goods Act, 1893 (the “Act”) governs sale of goods in the states of Nigeria
that have not passed their own Sale of Goods Laws. One of the states that has passed
its own Sale of Goods Law is Lagos.
The Sale of Goods Act provides that the quality of goods sold must be satisfactory (of
‘merchantable’ quality), and that where a buyer expressly or impliedly makes his
purpose for the goods known to the seller, the seller is obliged to make sure the goods
provided are fit for that purpose. There are however, no specific restrictions on the
manner, time or place of sale of goods in the Act and the Sale of Goods Law.

9.13

Trade Associations

9.13.1 Are there trade associations the investor can or must join?
There are trade associations in each sector that an Investor may join. Membership of
these trade associations is not mandatory. Some of the prominent trade associations in
Nigeria include:
(I) Businesses in General
 Nigerian Association of Chambers of commerce, Industry, Mines and Agriculture;

National Association of Nigerian Traders;

Poultry Association of Nigeria;

Nigeria Association for Small & Medium Enterprises
(II) Manufacturers
 The Manufacturer’s Association of Nigeria - Companies that engage in
manufacturing, construction and service sectors.
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(III) Insurers
 Nigerian Insurers Association – Insurance companies;
 Association of Registered Insurance Agents of Nigeria - Insurance companies;
 Professional Reinsurers Association Of Nigeria - Reinsurance Companies;
 Nigerian Corporation of Insurance Brokers - Insurance Brokers;
 Institute of Loss Adjusters of Nigeria - Loss Adjusters;
 National Association of Insurance Consumers in Nigeria’ – Consumers buying
insurance services
 Actuarial Society of Nigeria – Actuaries
 Association of General and Private Medical Practitioners of Nigeria
9.13.2 If so, are there fees involved?
The terms of membership of trade association vary, depending on the relevant
association.
9.13.3 Are there mandatory trade practices?
No.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 88 of 143

10.

CESSATION OR TERMINATION OF BUSINESS

10.1

Termination
In answering the questions below on termination of business, we have assumed that
the term “termination” as used, refers to the winding up of a company, a process which
is recognised by the Companies and Allied Matters Act 2004 (“CAMA”). We have
provided the comments in this section on the basis of this assumption.

10.1.1

What are the tax consequences of terminating the business?
Where a company permanently ceases to carry on its business, the CITA provides that
the company’s assessable profits for the purpose of determining its tax liability shall be
the amount of the profits made by the company in the year of assessment in which the
cessation occurs, and with respect to the year of assessment preceding that in which
the cessation occurs, the amount of the profits made in that preceding year.
In the event of winding up of a company, section 494 of the CAMA provides that all
taxes that became due and payable from the company in the 12 month period
immediately preceding the commencement of winding up, are accorded preferential
status, and are entitled to be paid in priority to the claims of creditors whose debts are
secured by a floating charge, unsecured creditors, subordinated creditors and
shareholders.

10.1.2

What costs are involved in termination?
The main cost elements in winding up are:

10.1.3

10.1.2.1

the fees and necessary disbursements of the liquidator;

10.1.2.2

for winding up by the court or under the supervision of the Court, fees of the
accountants that prepare the statement of affairs of the company and a
verifying affidavit and court fees for filing processes; and

10.1.2.3

filing fees for documents to be filed at the CAC.

How long does it take to terminate the business?
The process of winding up a company would usually depend on the nature of the
winding up. The CAMA recognises three forms of winding up:
10.1.3.1

winding up by the court;

10.1.3.2

voluntary winding up, which can either be a creditor’s voluntary winding up
or member’s voluntary winding up; and

10.1.3.3

winding up subject to the supervision of the court.
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The winding up process may take about 6 - 9 months where the application is not
contested. Where the application is contested, however, the process could drag on
indefinitely.
10.1.4

How is the investor's particular form of business treated in termination?
Notwithstanding the form of business that the investor invests in, all Nigerian
companies, regardless of their area of business, are subject to the same winding up
rules.
In relation to a company limited by guarantee, if upon winding up there remains after
the discharge of all its debts and liabilities any property of the company, the same shall
not be distributed among the members but shall be transferred to some other company
limited by guarantee having objects similar to the objects of the company or applied to
some charitable object and such other company or charity shall be determined by the
members prior to the dissolution of the company. Similar rules apply to incorporated
trustees.

10.1.5

Can the business be terminated without government approval or intervention?
Yes. However, under the CAMA, there are certain steps that require returns to be filed
at the CAC and in relation to winding up by the court or subject to the supervision of
the court, proceedings will be brought before the Federal High Court (“FHC”). The
process for each of the types of winding up prescribed under the CAMA is set out
below:
10.1.5.1

Members’ Voluntary winding up

a)

Convene a board meeting to pass a resolution to recommend to
members in a general meeting that the company be wound up
voluntarily and that an extraordinary general meeting (“EGM”) of the
company be convened for the purpose of winding up the company
voluntarily on a scheduled date.

b)

The directors shall make a statutory declaration of solvency which will
include a statement of the company’s assets and liabilities and must
be registered at the CAC five weeks before the passing of the
resolution for the winding up of the Company at the EGM.

c)

Convene an EGM.

d)

The members of the company shall pass a special resolution for
winding up of the company and the appointment of a liquidator at the
EGM.

e)

Notice of special resolution and of the appointment of the liquidator
shall be given to the public by advertisement in the Gazette or two
daily newspapers and to the CAC within 14 days of the passing of the
resolution.
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10.1.5.2

f)

Once a liquidator is appointed, the directors will cease to act.

g)

Advertise notice of the final EGM in the official gazette and some daily
newspapers printed in Nigeria which are in circulation in the locality
where the meeting is to be held, specifying the time, place and object
of the final EGM.

h)

Convene the final EGM.

i)

File the account of winding up and return of EGM with CAC within 7
days after the final EGM has taken place.

j)

The Company is deemed dissolved after 3 months from registration of
the accounts and returns with CAC.

Creditors’ voluntary winding up

a)

Convene a meeting of the creditors of the company for the same day
or next day after, the meeting at which the resolution of voluntary
winding up is to be proposed. The meeting should be presided over
by the directors of the company. The directors are required to cause
a full statement of the position of the company’s affairs together with a
list of the creditors of the company and the estimated amount of their
claims to be laid before the meeting.

b)

Notice of the meeting should be published in the Gazette and 2
newspapers; this publication is equivalent to a declaration of solvency
under a members’ voluntary winding up.

c)

Any director, member or creditor may apply to court, for an order that
the person nominated by the company shall be the liquidator instead
of or jointly with the creditors’ nominee, or that another person be
appointed.

d)

If a vacancy occurs in the office of a liquidator, it may be filled by the
creditors unless the liquidator was appointed by, or by the direction of,
the court.

e)

The Liquidator should publish in the gazette and in two daily
newspapers and deliver to the CAC, a notice of his appointment within
14 days.

f)

An EGM should be called to pass the winding up resolution.

g)

The notice of the winding up resolution must be advertised in the
gazette or two daily newspapers and a copy of the resolution must be
filed with the CAC within 14 days of it having been passed.
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10.5.1.3

h)

If the winding up continues for more than one year, the Liquidator
should summon a general meeting of the company and a meeting of
the creditors within three months after the end of the first and every
succeeding year and lay before the meeting, an account of his acts
and dealings and of the conduct of the winding up during the
preceding year. If the winding up is completed within a year, this will
not be necessary.

i)

As soon as the affairs of the company have been fully wound up, the
liquidator must prepare an account of the winding up, showing how
the winding up has been disposed of.

j)

After the meetings, the liquidator must send a copy of the account to
the CAC and also make a return to the CAC of the holding of the
meetings or the fact that they were summoned but not held because a
quorum was not formed as the case may be. This must be done within
seven days after the date of the later meeting.

k)

On receipt of the account and the return, the CAC will register them.

l)

On receiving the account and the returns, the CAC shall duly register
them and after the expiration of three months from this registration,
the company shall be deemed to have been dissolved

Winding up by courts

a)

The creditors (the “petitioner”) prepare and present a petition for
winding up before the Court. The petition shall state the grounds
upon which the Court should grant a winding up order and should be
supported by an affidavit of verification.

b)

The petitioner will apply to the Court for leave to advertise the petition.
Once the Court grants the order for leave, advertisement of the
petition in national newspapers must be made at least 15 days before
the hearing of the petition.

c)

A copy of the petition and the advertisement will be served on the
Company at its registered office or known principal place of business;
and on every contributor and creditor of the Company.

d)

An application is made to the Court for the appointment of a
provisional Liquidator, usually the official receiver. The application
must be supported with an affidavit stating the facts.

e)

The Court will make an order, upon an application for a stay of all
pending cases in Court against the company or restrain further suits.

f)

Persons wishing to appear at the hearing of the petition are required
to give the petitioner notice of their intention to support or oppose the
petition 5 days before the hearing.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 92 of 143

g)

On hearing the petition, the Court may dismiss the petition or adjourn
the hearing conditionally or unconditionally or make any other order
as it deems fit.

h)

The Court makes a winding up order and notice of the order is given
to the official receiver. The notice of the order must be advertised in
the official gazette.

i)

Notice of the Court’s winding up must be forwarded to the CAC.

j)

A copy of the company’s statement of affairs shall be delivered to the
Official Receiver. The statement must be verified by an affidavit.

k)

The official receiver takes charge of the control of the Company
pending the appointment of a Liquidator.

l)

The official receiver shall as soon as practicable after receiving the
company’s statement of affairs or where ordered by the court, as soon
as practicable after receiving such order, deliver a preliminary report
to the Court.

m)

The official receiver, in his capacity as the provisional liquidator,
summons separate meetings of the creditors and contributories of the
Company. At the meeting, the creditors and contributories will appoint
a liquidator in place of the official receiver or resolve that the official
receiver should continue as the liquidator.

n)

The report of the meetings is filed before the Court by the official
receiver, and if there is a difference, the Court will fix a date for
hearing on the date advertised. After the hearing, a liquidator and a
committee of inspection are appointed. If a liquidator is not appointed,
the official receiver is deemed to be the liquidator.

o)

The notice of the appointment of a liquidator is given to the Court.
Note that the committee of inspection is appointed by the Court after
the first meeting of the creditors and contributories.

p)

The liquidator prepares accounts, audit reports and returns of the
Company.

q)

Liquidation is completed after the distribution of assets of and filing of
the final accounts. If winding up is not completed within a year, the
liquidator must give CAC a prescribed statement giving particulars as
to the position of the liquidation.

r)

When the affairs of the company have been fully wound up and the
liquidator makes an application to the court in that respect, the Court
must order the dissolution of the company and the company shall be
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dissolved from the date of the order. The liquidator shall within
fourteen days give a notice of the order of dissolution to the CAC.

10.1.6

What are the obligations toward creditors, employees and others upon
termination?
In winding up, a receiver or liquidator appointed under the CAMA has no obligations to
retain the employees of an insolvent company. The only duty arises when such
employees are dis-engaged and must be paid all outstanding salaries in respect of the
services rendered to the company in priority to all other debts.
In winding up, the property of a company shall be applied in satisfaction of its liabilities
pari passu, and subject to such application, shall unless the articles of association of
the company provides otherwise, be distributed among the members according to their
rights and interests in the company. Rule 167 of the Companies Winding-Up Rules
2001 sets out the order of priority for the distribution of the assets of a company in
winding up. The order of priority is explained below:
a) By virtue of the the Employees Compensation Act, 2010 (the “ECA”), outstanding
contributions to the fund established under the ECA have priority over all other
claims against the assets of a company in winding up, including claims that are
secured by a fixed charge;
b) creditors whose exposure to the company is secured by a fixed charge which has
been duly registered at the CAC are entitled to the assets that are secured by the
fixed charge up to the full amount secured, to the exclusion of all other creditors;
c) The costs, charges and expenses of the winding up which include the liquidator’s
fees;
d) Preferential payments (i.e. statutory claims) – these consist of:
(i) all local rates and charges that are due and which became due and
payable within the 12 month period preceding the Borrower’s insolvency
and all Pay-As-You-Earn tax deductions; assessed income taxes; and
property taxes.
(ii) all wages of any clerk, servant, workman or labourer employed by a
company and all accrued holiday remuneration that may be due to them;
and
(iii) all amounts due under the Workmen’s Compensation Act, Chapter W6,
Laws of the Federation of Nigeria, 2004 (before 2011) in respect of any
compensation or liability for injury to a company’s employees.
e) creditors whose exposure to the company is secured by a floating charge which
has been duly registered at the CAC;
f)

subordinated creditors;
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g) unsecured creditors; and
h) shareholders.
10.1.7

What are the tax consequences of termination?
Please see our comments in paragraph 1 of this section.

10.2

Insolvency/Bankruptcy

10.2.1

What is the extent of the investor's liability in the event of insolvency or
bankruptcy?
The extent of liability of the investor (as a shareholder) in the event of the insolvency of
a Nigerian company in which the investor has an equity interest would depend on the
manner in which the liability of the shareholders of the company is limited (if at all).






10.2.2

In the case of a company, the liability of whose shareholders are limited by
shares, a member of the company shall be liable to contribute the balance, if any,
of the amount payable in respect of the shares held by him in accordance with
the terms of the agreement under which the shares were issued or in accordance
with a call validly made by the company pursuant to its articles of association.
If the liability of the members of the company is limited by guarantee, the
investor’s liability will be limited to the amount which it agreed to contribute in the
event of the winding up of the company.
If the shareholders’ liability in the company is unlimited, the liability of the investor
would be unlimited, and as a result, the personal assets of the investor may be
applied towards the discharge of the liability of the company.

What choices, if any, are available to the investor with regard to the
restructuring of the business?
The company could enter into a scheme of arrangement or compromise with its
creditors and/or shareholders under the terms of which the rights and liabilities of the
respective parties may be varied in the manner specified in the scheme. The CAMA
provides the legal framework for such schemes. A scheme of this nature could be for
the sale of the property of the company in the context of a members’ voluntary winding
up of the company. The scheme will require the sanction of the FHC and the sign-off
of the SEC.
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11.

LABOR LEGISLATION, RELATION, AND SUPPLY

11.1

Employer/Employee Relations

11.1.1

What laws govern employer/employee relations?
Under Nigerian law, the relationship between an employer and employee is primarily
regulated by contract rather than by statute. The principal laws that are relevant to the
employment of persons in Nigeria are the Labour Act, chapter L1, Laws of the
Federation of Nigeria (“LFN”) 2004 (the Labour Act), as well as the principles of
Nigerian case law based on judicial precedent. This statute and body of laws operate
against the backdrop of the Constitution of the Federal Republic of Nigeria 1999 as
amended (the Constitution) and are void to the extent of any inconsistency with the
provisions of the Constitution.

There are, from the legal perspective, two categories of employees in Nigeria, namely
“Workers” and other employees who exercise administrative, executive, technical or
professional functions. The extent to which the law interferes with the freedom of the
employer and employee to contractually regulate their relationship depends on the
exact nature of the employment and the legal category into which a particular
employee falls. The scope of the Labour Act is fairly limited, and it prescribes the
minimum standards and conditions of employment for "Workers" - which the Labour
Act defines as employees who perform manual labour or clerical work. The terms of
employment of all other non-manual and non-clerical employees are governed
primarily by the contract of employment, and principles of the Nigerian case law. It is
not unusual, however, for employers to use the Labour Act as a benchmark for
determining the minimum terms of employment of other categories of employees who
are not Workers with respect to issues such as maternity leave and notice periods for
terminating the contract.

Notwithstanding the category of employee, the contract of employment may be oral or
written in a formal agreement or letter, express or implied, and will include any
additional terms that are incorporated by reference to a staff handbook, conditions of
service manual, or any other document. Where employees are part of trade unions
that have entered into any collective agreement with an employer, in addition to their
respective contracts of employment, the Labour Act (if applicable), and the
organisation’s staff manual (if any), the terms of employment of such employees would
also be regulated by the provisions of the collective agreement if such provisions are
incorporated expressly or by reference into the employment contract.
In addition to the Labour Act, some other relevant laws are:






Pension Reform Act Cap P4 LFN 2004;
Employees Compensation Act 2010;
National Minimum Wage (Amendment) Act 2011;
National Health Insurance Scheme Act Cap N42 LFN 2004;
Immigration Act Cap I1 LFN 2004;
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11.1.2

National Housing Fund Act N45 LFN 2004; and
Industrial Training Fund (Amendment) Act 2011

Are there obligations to train employees?
Section 6 of the Industrial Training Fund Act LFN 2004 (as amended) provides that
every employer that either has 5 or more employees or a turnover of not less than =N=
50 million (fifty million naira) annually is required to contribute 1% of its annual payroll
to the Industrial Training Fund (ITF). The ITF is used to promote and encourage the
acquisition of skills in industry and commerce with a view to generating a pool of
indigenous manpower sufficient to meet the needs of the economy. An employer may
be refunded up to 60% of its contributions if the Governing Council of the ITF is
satisfied that the employer’s establishment operates an adequate training programme.
In the Oil and Gas Industry, employers are required to submit a succession plan
covering any position not held by Nigerians with provision for Nigerians to understudy
each incumbent expatriate for a maximum period of 4 years after which the position
shall be occupied by the Nigerians previously understudying the expatriate by virtue of
the Nigerian Oil & Gas Industry Content Development Act 2010 (“Local Content Act”).
Prior to the enactment of the Local Content Act in 2010, Licensees of Oil Prospecting
License and Oil Mining Lease are required to submit a detail programme for the
recruitment and training of Nigerians in all phases of Petroleum Operations by virtue of
regulation 26 of the Petroleum (Drilling and Production) Regulations 1969 (as
amended).
The Department of Petroleum Resources (DPR) in their 2014 guidelines requires
evidence of training programme for the Nigerian staff from the applicant companies as
part of the requirements for obtaining a permit to carry out the activities categorised as
Major and Specialised activities in the Oil and Gas Industry which is regulated by the
DPR.
Furthermore, the Federal Ministry of Interior (“FMI”) in considering and granting
approvals for expatriate quotas positions to applicant companies, usually request for
the company's training programme for its Nigerian employees.

11.2

Employment Regulations

11.2.1

Must the investor hire nationals of the country?
Generally, employers have the discretion as to hire employees of their choice
regardless of Nationality. In order to employ expatriates, however, a Nigerian
company must apply for and obtain expatriate quota positions from the FMI.
Thereafter, the required visas, work and residence permits must also be obtained, and
monthly returns must be made to the FMI.
In the oil and gas industry, there is a drive to increase the participation of Nigerians in
the industry. As a result of this, the Nigerian Oil & Gas Industry Content Development
Act 2010 (the "Local Content Act”) was passed. The Local Content Act provides that
first consideration must be given to "Nigerian independent operators" in the award of
oil blocks, oil field licenses, oil lifting licenses and in all projects for which a contract is
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to be awarded in the Nigerian oil and gas industry. Further, "Nigerian indigenous
services companies" are required to be given "exclusive" consideration in bids for
contracts and services on land or in swamp operating areas in the Nigerian oil and gas
industry, which would require the services contained in the schedule to the Local
Content Act. Such companies must, however, demonstrate ownership of equipment,
Nigerian personnel and capacity to execute such contracts and services.
The act does not define the terms "Nigerian independent operators" and "Nigerian
indigenous services companies", but only defines the term "Nigerian company" as one
registered or incorporated in Nigeria, and in which a minimum of 51% of the shares are
held by Nigerians. The terms "Nigerian independent operators" and "Nigerian
indigenous services companies" are defined to mean the same thing as a "Nigerian
company" as defined by the Local Content Act. In order, therefore, for a company to
be eligible to be given first or exclusive consideration as mentioned above, it must
qualify as a "Nigerian company".
The Local Content Act states that the minimum Nigerian content in any project to be
executed in the Nigerian oil and gas sector must be consistent with the minimum
Nigerian content levels prescribed in its schedule. “Nigerian content” is defined in the
Local Content Act as “the quantum of composite value added to or created in, the
Nigerian economy by a systematic development of capacity and capabilities through
the deliberate utilisation of Nigerian human, material resources and services in the
Nigerian oil and gas industry”. The minimum Nigerian content prescriptions in the
schedule to the Local Content Act are based on qualifications such as the number of
man hours relative to the duration of the project, tonnage and volume of certain goods,
and the percentage of spending for procurement of local goods and services. The
schedule is not exhaustive; to the extent that where the minimum Nigerian content for
any service or project is not explicitly prescribed in the schedule, the Nigerian Content
Development And Monitoring Board (“NCDMB” which is the body that is charged with
the implementation of the Local Content Act and Nigerian content in the oil and gas
industry) is given the power to set an appropriate minimum content level for that
service or project, pending the inclusion of the minimum content level in the schedule
to the Local Content Act, through a legislative amendment of the Local Content Act.
In the maritime sector, there are also cabotage restrictions which primarily seek to
promote indigenous ownership of vessels engaged or to be engaged in coastal trade
and navigation within the territorial waters of Nigeria.
11.2.2

Is there a minimum wage?
By virtue of the National Minimum Wage (Amendment) Act 2011, the minimum
monthly wage in Nigeria is =N=18,000 (eighteen thousand Naira), approximately
US$108.

11.2.3

Are there a maximum number of hours an employee can work each week?
No, there is no limit to the number of hours an employee can work in a week. Under
the Labour Act, normal work hours are to be fixed by mutual agreement, collective
bargaining, or by an industrial wages board.
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The National Minimum Wage Act regards any employment that requires the worker to
work fewer than 40 hours per week as part-time employment. This reflects common
practice in government institutions where work days usually comprise eight working
hours from 8:00 am to 4:00 pm, while work weeks comprise five working days from
Monday to Friday. With respect to private employment, however, the work hours are
defined by the contract of employment and vary across organisations. The five-day
work week from Monday to Friday is generally the case, although employees in certain
industries, such as information technology, banking, and oil and gas may be required
to work weekends.

11.2.4

Is there a minimum number of vacation and sick days to be given?
With respect to minimum vacation days, the Labour Act provides that every Worker
should be entitled after twelve months continuous service, to a holiday with full pay of
at least six working days; or in the case of persons under the age of sixteen years
(including apprentices), at least twelve working days. The Labour Act also provides
that in every period of seven days, a Worker must be granted at least one day of rest,
which should not be less than 24 consecutive hours. In the event that there is a
reduction in this weekly rest period, the Worker shall be allowed corresponding time off
from work as soon as possible thereafter and not later than 14 days thereafter.
With respect to sick days, the Labour Act provides that a Worker shall be entitled to be
paid wages up to 12 (twelve) working days in any one calendar year during absence
from work caused by temporary illness certified by a registered medical practitioner.
The paid vacation entitlement and sick days of employees who are not regulated by
the Labour Act is as specified in their respective contracts of employment.

11.3

Hiring and Firing Requirements

11.3.1

Must the investor employ a minimum number of people?
No; there is no obligation to employ a specified minimum number of people.

11.3.2

Must the investor employ a minimum number of nationals?
No. See, however, paragraph 11.2.1 above with respect to local content.

11.3.3

Must nationals hold certain positions in the company?
Again, the answer is no. With the current efforts by government to increase the
participation of Nigerians in the oil and gas industry, operators or project promoters
who operate in the Nigerian oil and gas industry are enjoined by section 32 of the
Local Content Act to retain a maximum of 5% of management positions as expatriate
positions to take care of investor interests. This suggests that a minimum of 95% of
management positions in such companies should be occupied by Nigerians. The
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percentage of positions retained for expatriate must, however, be approved by the
NCDMB before it is implemented.

11.3.4

Are there rules to follow in hiring/dismissing personnel (e.g. notice)?
It is well settled in Nigerian law that an employer can terminate the employment of an
employee for “good, bad or no reason at all.” Termination of a contract of employment
under Nigerian law, as with most other matters relating to employment, is governed by
the provisions of the relevant contract of employment and, with respect to Workers, the
Labour Act. Other documents that may form part of the contract, such as staff
manuals and collective agreements between employees’ associations and an
employer or employers’ associations, may also be relevant if they provide for the
termination of contracts. However, where termination of employment is part of a layoff forced by a downturn in the employer’s business and, consequently, a reduction of
the workforce, this would be regarded as a redundancy and certain additional
principles would apply.
Generally, the contract of employment will specify the length of notice that is required
to be given by either party in order to bring the contract to an end. In such
circumstances, the courts will regard the agreed period of notice as being reasonable
and, as such, the employee would be unlikely to succeed in challenging the
termination of his or her employment merely on the basis that the length of notice
required to be given is unreasonable.
Section 11 of the Labour Act provides the minimum notice periods that should be given
in order to terminate the contract of employment of a Worker:


Where the contract has continued for three or fewer months, one day’s notice;



Where the contract has continued for more than three months but fewer than two
years, one week’s notice;



Where the contract has continued for two years but fewer than five years, two
weeks’ notice; and



Where the contract has continued for five or more years, one month’s notice.

Parties, however, may agree to longer notice periods in their contracts of employment.
Section 11 (6) and (9) of the Labour Act permits a party who wishes to terminate a
contract of employment to give salary in lieu of notice, which should reflect the value of
salary that would have been payable to the employee if the agreed period of notice
was given; for example, where the required notice is one month, the employee or
employer who wishes to terminate the contract could give one month of salary in lieu
of notice to the other party and thereby terminate the contract immediately.
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11.3.5

Does the investor have a continuing obligation towards dismissed employees?
Subject to paying a dismissed employee all his accrued wages, allowances and
benefits, an employer does not have continuing obligations to dismissed employees
under Nigerian law, except the contract of employment provides otherwise.

11.4

Labor Availability
Is adequate skilled or unskilled labor available for the anticipated business?
This depends on the nature of the anticipated business. Where an investor is of the
view that there are not adequate skills in the local work force for the proposed
business, an application can be made to the FMI for permission to employ expatriates.

11.5

Labor Permits

11.5.1

Are labor permits required?
The Labour Act specifies a procedure for recruiting Workers and provides that only
persons who have obtained an employer’s permit or a recruiter’s license from the
Minister for Labour may recruit a citizen of Nigeria for employment within or outside
Nigeria.

11.5.2

If so, how are they obtained?
The Labour Act provides that application for a recruiter’s license may be made to the
Minister for Employment, Labour and Productivity stating the number of workers
required, place of work, nature of work, duration and wages payable.
In addition to the application letter, the applicant is required to provide the following
supporting documents:
a) A copy of the receipt of payment of the sum of =N=5,000.00 (five thousand
naira):
b) A copy of the memorandum and article of association of the company
c) A copy of the management profile to ascertain the competence of the
management
d) A copy of the certificate of incorporation
e) Evidence of registration with a pension fund administrator
f) Pre registration inspection report by state labour officers
g) Copy of contracts with client company(ies)
h) Copy of letter of appointment for both permanent and recruited staff
i) Copy of the company’s handbook/ conditions of service
j) Evidence of health insurance or medical allowance
k) Bank guarantee/ insurance bond for the number of workers recruited
l) Names, addresses and telephone numbers of directors
m) Copy(s) of regulatory/professional certificate if recruitment is for the oil and gas,
construction, manufacturing or security sector
n) Training policy

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 101 of 143

o) Name(s) of the union(s) to which the workers belong and where the workers are
not members of any union, a letter of from the Recruiter undertaking not to
prevent the workers from joining any trade union or require the workers to
relinquish the membership of any union to which they may already belong to.
11.5.3

How long does the process take?
The process for applying for recruiters permit takes an average of about 3 months.

11.5.4

What fees are involved?
a)
b)
c)
d)

an application fee =N=5,000.00
certificate collection fee of =N=100,000.00
renewal fee of =N=50,000.00 (payable biannually)
the applicant is required to provide a security bond in the sum of =N=1,500,000
to =N=3,000,000 (depending on the sector).

11.6

Safety Standards

11.6.1

Are there safety codes that must be followed?
The effect of Section 3 of the Factories Act Cap F1 LFN 2004 is that any premises
used or to be used as a factory must be registered with the Director of Factories. A
“factory” is defined under the Factories Act to include “any premises in which the
construction, reconstruction or repair of locomotives, vehicles or other plants for use
for transport purposes is carried on as ancillary to a transport undertaking or other
industrial or commercial undertaking” in which 10 or more persons are employed.
The purpose of registration under the Factories Act is for the Director of Factories to
confirm the working conditions of employees in the “Factory” and, by registration,
certify that the conditions accord with the health and safety standards required by the
Factories Act.
Under the Factories Act, the operator of a factory is required to install, in appropriate
places, effective means of detecting fire, alerting occupants therein of the occurrence
of a fire, and for extinguishing the same. The Factories Act provides further that, in
every factory where there is any dust or fume of any character likely to be injurious or
offensive to the persons employed, all practicable measures shall be taken to protect
against inhalation of the dust or fume or other impurity to prevent its accumulating in
any workroom.
Section 49(1) of the Factories Act also vests the Minister for Labour with powers to
make regulations - subject to the provisions of the Labour Act and the Factories Act where the Minister is of the opinion that it is reasonably practicable and necessary to
make regulations for securing the health, safety, and welfare of persons employed in a
factory or where any machinery, plant, equipment, or process used in the factory is of
a nature as to cause risk of bodily injury or be offensive to persons employed or
generally due to the conditions and circumstances of employment or the nature of the
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processes carried on in the factory. In addition to the foregoing general powers, subsection 49(3) also provides that the Minister may also make specific regulations to:
- prohibit the employment or modify or limit the hours of employment of all persons
or any class of persons in connection with any manufacture, machinery, plant,
equipment, appliance, process or description of manual labour;
- prohibit, limit or control the use of any material or process;
- modify or extend the provisions of the Factories Act which impose requirements
as to health, safety or welfare;
-

make arrangements for:
(a) preparing, heating or taking meals;
(b) ambulance and first –aid arrangements;
(c) rest rooms;
(d) supply and use of seats in workrooms;
(e) the supply of protective clothing; and
(f) arrangements for the supervision of factory employees.

11.7

Unions

11.7.1

Are unions recognized?
A fundamental principle of Nigerian law is that a person can neither be compelled to
join a trade union nor restrained from joining a trade union with which he or she is
lawfully entitled to be associated. This principle echoes the provisions of Section 9(6)
of the Labour Act Cap L1 LFN 2004 which states that “No contract of shall make it a
condition of employment that a worker shall or shall not a trade union or shall or shall
not relinquish membership of a trade union”, and is given constitutional validity by
Section 40 of the Constitution of the Federal Republic of Nigeria 1999 (the
Constitution) as amended, which states:
“Every person shall be entitled to assemble freely and associate with other
persons, and in particular, he may form or belong to any political party, trade
union or any other association for the protection of his interest.”
Section 24(1) of the Trade Unions Act, chapter T14, Laws of the Federation of Nigeria,
2004, (the TUA) provides that, where there is a trade union of which persons in the
employment of an employer are members, that trade union shall, without further
assurance, upon registration in accordance with the provisions of this Act, be entitled
to recognition by the employer. Section 24 (2) of the TUA goes further to state that, if
an employer deliberately fails to recognise any registered trade union, it shall be guilty
of an offence and liable upon conviction to a fine. The TUA does not specify the
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minimum number of workers that must agree before a branch of a trade union can be
set up in any establishment.
Over the years, trade unions in Nigeria have served as a significant pressure group in
the polity. One of the most prominent is the Nigerian Labour Congress (NLC), which
was designated under the TUA as the central labour union, a representative union for
all Workers’ unions. The NLC has become known for protesting against policies of the
government, which in their view would only exacerbate the already tough economic
conditions in Nigeria for the masses. As a form of protest, the NLC has been known to
bring commercial activity across the country to a halt through their nation-wide strikes
to protest fuel price hikes. In order to curb the influence of the NLC, the government
passed the Trade Unions (Amendment) Act, 2005, which disbanded the NLC as the
only central labour organisation in Nigeria and replaced it with a federation of trade
unions that can be constituted by up to 12 Workers’ unions.
Another significant labour union is the Academic Staff Union of Universities (ASUU),
which is comprised of senior members of the academic communities of Nigerian
universities owned by the federal and state governments. ASUU has been known to
go on strikes that last up to six months at a time to protest the failure of the
government to fund universities and education, and also to protest the working
conditions and remuneration of academic staff in government-owned universities.
Other prominent unions in Nigeria include Petroleum and Natural Gas Senior Staff
Association of Nigeria (PENGASSAN), National Union of Petroleum and Natural Gas
Workers (NUPENG), National Union of Road Transport Workers (NURTW) and Trade
Union Congress (TUC).
11.7.2

What are the unions in the investor's business?
Please see our comments in section 11.7.1 above.

11.7.3

What are these unions' political affiliations, if any?
The prominent trade unions do not declare affiliations with any political parties.

11.7.4

Is there an obligation on the part of the employer to organize unions?
No.

11.7.5

Are there mandatory collective bargaining agreements for the business
involved?
There are no mandatory collective bargaining agreements imposed on any business.
Where, however, an employer has entered into such agreements with the
representatives of the trade union(s) to which its employees belong, the terms of such
agreements would, if incorporated by reference into the contract of employment,
operate as a term of the employment contract, which shall thereby be binding on the
employer. Furthermore, where the terms of such collective bargaining agreements
have been implemented by the conduct of the employer to the benefit of the employee,
the employer will be prevented from rescinding such terms.

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 104 of 143

12.

TAX ON CORPORATIONS

12.1

Allowances

12.1.1

What are the major allowances (e.g. capital cost depreciation)?
Nigerian tax law provides for capital allowances, investment allowances and rural
investment allowances.
Capital allowances are available to any company that incurs a “qualifying capital
expenditure” in carrying out its business. The capital allowances available are an initial
allowance and an annual allowance for the qualifying expenditure incurred on an asset
wholly, exclusively, necessarily and reasonably for the purpose of the trade or
business carried on by it. The rates of capital allowances for various assets are shown
below.
Initial Allowances
Rate%
Building (industrial and non-industrial)
Mining
Plant:
 Agricultural Production
 Others
Furniture and Fittings
Motor Vehicles:
 Public Transportation
 Others
Plantation Equipment
Housing Estate
Ranching and Plantation
Research and Development

15
95

Annual
Allowances
Rate%
10
Nil

95
50
25

Nil
25
20

95
50
95
50
30
95

Nil
25
Nil
25
50
Nil

Investment allowances of 10% are granted to companies which have incurred an
expenditure on plant and equipment in the first year of purchase of the relevant plant
and machinery.
Rural investment allowances are granted to companies that incur capital expenditure
on the provision of infrastructural facilities like water, tarred roads and telephones for
the purposes of a trade or business which is located at least 20 kilometers away from
where such facilities have been provided by the government. The rate of the rural
investment allowance is as set out below:
12.1.1.1
12.1.1.2
12.1.1.3
12.1.1.4
12.1.1.5
12.1.2

100% where there are no infrastructural facilities at all;
50% where there is no electricity;
30% where there is no water;
15% where the roads are not tarred; and
5% where there are no telephones.

What are the major deductible items?
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Generally, expenses which are wholly, exclusively, reasonably and necessarily
incurred in the production of its profits are deductible when computing the profit or loss
of any company. The term “production of profits” is not defined under the Companies
Income Tax Act and is therefore subjective. Some of such expenses are:
12.1.2.1

any sum payable by way of interest on any money borrowed and employed
as capital in acquiring profit;

12.1.2.2

rent and premiums which were incurred during the period in respect of land
or building for the purpose of acquiring profit;

12.1.2.3

any outlay or expenses incurred in respect of salary, wages or other
remuneration paid to senior staff and executives and cost of any benefit or
allowances provided for the senior staff and executives;

12.1.2.4

expenses incurred for repair of premises, plant, machinery or fixtures
employed in acquiring profit;

12.1.2.5

bad debts incurred in the course of a trade or business proved to have
become bad during the period for which the profits are being ascertained
and doubtful debts to the extent that they are respectively estimated to the
satisfaction of the Federal Board of Inland Revenue to have become bad
during the said period;

12.1.2.6

any contribution to a pension, provident or other retirement benefits fund,
society or other scheme approved by the Joint Tax Board; and

12.1.2.7

in the case of profits from a trade or business, any expenses or part
thereof:
a) the liability for which was incurred during that period and which is
not specifically referable to any other period or periods;
b) the liability for which was incurred during any previous period and
which is specifically referable to the period of which the profits are
being ascertained; and
c) which are proved to the satisfaction of the Joint Tax Board (“the
Board”) to have been incurred by the company on research and
development.

Other allowable deductions include any donations made to public funds, statutory
bodies and institutions, the ecclesiastical, charitable, benevolent, educational and
scientific institutions established in Nigeria. Such donations must be limited to 10% of
the assessable profits of the company making the donations. A company can also
deduct a maximum of 10% of assessable profits for the purpose of research and
development.
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In addition to the above allowable deductions, a company is also allowed to carry
forward losses incurred in its operations and to deduct same from its profits. A
company can only carry forward any losses that it incurs in the first four years of
operations for a maximum period of four years. Any losses incurred by a company
after this first four-year period can be carried forward indefinitely. A company is also
entitled to other incentives as follows: new employment tax relief, work experience
acquisition programme relief and infrastructure tax relief. These incentives are to last
for five (5) years, with effect from 27th April, 2012.
12.1.3

What are the major expenses that are excluded from deductibility?
The following expenses are not deductible when computing taxable profits:

12.2

12.1.3.1

capital repaid or withdrawn and any expenditure of a capital nature;

12.1.3.2

any sum recoverable under an insurance or contract of indemnity;

12.1.3.3

taxes on income or profits levied in Nigeria or elsewhere, other than tax
levied outside Nigeria on profits which are also chargeable to tax in Nigeria
where relief for the double taxation of those profits are not otherwise given
under the CITA;

12.1.3.4

any payment to a savings, widows and orphans, pension, provident and
other retirement benefit fund, society or scheme as permitted by CITA

12.1.3.5

the depreciation of an asset;

12.1.3.6

any sum reserved out of profits;

12.1.3.7

any expense of any description incurred within or outside Nigeria for the
purpose of earning fee unless the prior approval of an agreement giving
rise to such a management fee has been obtained from the Minister for
Finance;

12.1.3.8

any expense whatsoever incurred within or outside Nigeria as management
fee under any agreement into except to the extent that the Minister may
allow; and

12.1.3.9

any expense of any description incurred outside Nigeria for and on behalf
of any company except of a nature and to the extent the Board may
consider allowable.

Calculation of Taxes
How is the taxable base determined?
The tax base of a company is determined by identifying the net profit (or loss) of the
company, adding non-allowable expenses, then deducting allowable expenses and
capital allowances thus arriving at its taxable profits. The tax payable is 30% of
taxable profits.
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12.3

Capital Gains

12.3.1

What are the federal or national tax rates on capital gains?
The federal tax rates on capital gains arising from the disposal of capital assets is 10%
of the total amount of chargeable gains after making the deductions allowed under the
law.
The following are the allowable deductions in the computation of capital gains:

12.3.2

12.3.1.1

the amount or value of the consideration, in money or money's worth given
by the person disposing the asset or on his behalf wholly, exclusively, and
necessarily for the acquisition of the asset, together with the incidental cost
to him of the acquisition or, if the asset was not acquired by him, any
expenditure wholly, exclusively and necessarily incurred by him in providing
the asset;

12.3.1.2

any amount of an expenditure wholly, exclusively and necessarily incurred
on the asset by the person disposing the asset or on his behalf for the
purposes of enhancing the value of the asset being expenditure reflected in
the state or nature of the asset at the time of the disposal;

12.3.1.3

the amount of an expenditure wholly, exclusively and necessarily incurred
on the asset by the person disposing the asset or on his behalf in
establishing, preserving or defending his title to, or a right over, the asset;
and

12.3.1.4

the incidental cost of making the disposal.

What are the regional or state taxes on capital gains?
Nigeria is a federation of states, and capital gains made by corporations are taxed by
the federal government only.

12.3.3

What are the municipal or local taxes on capital gains?
There are no local taxes on capital gains for corporations.

12.4

Filing and Payment Requirements

12.4.1

When must the corporation file its tax return, if any?
A company is required to file its tax returns within 6 months after the end of its
accounting year.
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12.4.2

When must the corporation pay its taxes?
A company is required to pay a provisional tax (an amount equal to the tax paid by
such company in the immediately preceding year of assessment in one lump sum)
within 3 months from the commencement of each year of assessment. A company
that files a self assessment returns in a year of assessment is exempt from the
payment of provisional tax. Tax charged by an assessment (which is not the subject of
an objection or appeal) is payable within two months after service of the notice of
demand.

12.4.3

Are taxes paid in installments or annually?
Companies’ income tax is payable annually. A corporation may enter into an
understanding with the FIRS to pay its tax in installments - not exceeding six monthly
installments. Evidence of payment of the first installment must be submitted along
with the tax returns while the final installment must be paid on or before the due date
to file the tax returns in respect of a year of assessment. Capital gains tax is paid
whenever there is a disposal of a chargeable asset on which chargeable gains have
accrued to the seller but a company can pay the tax along with its companies income
tax at the end of the year of assessment in which the gain was realised.

12.5

Miscellaneous Taxes Due

12.5.1

Is there a tax on capital?
Yes, stamp duty is payable on the share capital of a company at the rate of 0.075% of
the share capital.

12.5.2

Is there a business license tax?
No

12.5.3

Is there an apprenticeship tax?
No

12.5.4

Is there a training tax?
Yes, there is a training tax called the Industrial Training Fund levy which is charged at
the rate of 1% of a company’s total annual payroll where the company has 5 or more
employees or has an annual turnover of not less than =N=50,000,000 (fifty million
Naira).

12.5.5

Are there other taxes?
Yes, there are other taxes and levies. These are summarised below.
12.5.5.1

Tertiary education tax is imposed on companies registered in Nigeria
that are liable to pay tax on their assessable profits. It is imposed at
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the rate of 2% of the assessable profit of a company in each financial
year.
12.5.5.2

Companies are required by the Employees Compensation Act 2010 to
make a minimum monthly contribution of 1% of the total monthly
payroll into the Employees’ Compensation Fund.

12.5.5.3

National Information Technology Development Levy - the National
Information Technology Development Agency Act No. 28 of 2007
imposes a national information technology development levy on the
following categories of companies:
a)
b)
c)
d)
e)

telecommunication companies;
companies which provide internet services;
pension managers and pension related companies; and
banks and other financial institutions; and
insurance companies.

The levy is charged at the rate of 1% on the profit before tax of
companies within the categories specified in the Act, which have an
annual turnover of not less than =N=100 million.
12.5.5.4

Petroleum Profits Tax (PPT) – Petroleum Profits Tax applies to
companies which operate in the Nigerian petroleum industry, and for
these companies, the PPT operates as the applicable income tax.
PPT is imposed at the rate of 85% of the chargeable profit of a
company.

12.5.5.5

Companies are also required to pay stamp duties on agreements
executed in Nigeria or executed outside Nigeria but brought into
Nigeria if they relate to any property situate or to any matter or thing
done or to be done in Nigeria. Failure to pay stamp duty on an
agreement will render such instrument not to be admissible in evidence
in any civil proceedings. The rate of stamp duty payable on an
agreement will depend on the type of agreement, and could be
nominal or ad valorem. The nominal rate is currently =N=500.00 (five
hundred Naira) for the original document and =N=50.00 (fifty Naira) for
each counterpart, while ad valorem rates range from 0.15% to 3% of
the sum by reference to which stamp duty is computed. Stamp duty
must be paid within 40 (forty) days, in the case of instruments that
attract nominal rate, and 30 (thirty) days, in the case of instruments
that attract ad valorem rate, after the execution of the instruments.
Where such instruments are executed outside Nigeria, stamp duty on
the documents (irrespective of the rate) must be paid within 30 (thirty)
days after the date on which documents are first brought into Nigeria.

12.5.5.6

VAT - The Value Added Tax Act Chapter V1 LFN 2004 (as amended)
(“VAT Act”) imposes value added tax on the supply of all taxable goods
and services (apart from the limited goods and services exempted from
the tax under the VAT Act) at a rate of 5%.
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12.5.5.7 Companies also have an obligation (where they are consignees of
specified goods imported into Nigeria) to pay customs duty before
clearing the goods. The import duty and import levy imposed on
various goods imported into Nigeria range from 0% to 70%.
There are also various fees and levies payable to either the State or local
government in the company’s area of operations. At the state level, these
include business permit registration fees, market taxes and levies where state
finance is involved in the building of the market while local government councils
impose, among other, radio and television fees, tenement rates (land use charge
in Lagos State), motor park levies, public convenience, sewage and refuse
disposal fees.
12.5.6

What are the filing and payment requirements?
12.5.6.1

Education tax is payable within 60 days after the FIRS has served
notice of the assessment on a company.

12.5.6.2

The national information technology development levy is due and
payable within 60 days after the FIRS has served notice of the
assessment on a company.

12.5.6.3

Petroleum profit tax is payable in equal monthly installments with the
final installment due within twenty-one days after the service of the
notice of assessment of tax for the accounting period;

12.5.6.4

Stamp duties are payable within 30 days of the execution of an
agreement in Nigeria or, with respect to documents which were
executed outside Nigeria, within 30 days of being first brought into
Nigeria.

12.5.6.5

VAT is payable on or before the 21st day of the month after which the
relevant supply or purchase was made.

12.5.6.6

Capital gains tax is paid whenever there is a disposal of a chargeable
asset on which chargeable gains have accrued to the seller but a
company can pay the tax along with its companies income tax at the
end of the year of assessment in which the gain was realised.

12.6

Registration Duties

12.6.1

Are there registration duties due upon the incorporation of a company?
Yes. A company is required to pay filing fees at incorporation of 0.5% (for private
companies) or 1% (for public companies) of its share capital to the CAC. See further
section 7.3.4 for additional incorporation expenses.
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12.6.2

Are there registration duties due upon an increase in capital?
Yes; this is calculated at the rate of 0.5% of the amount by which the share capital was
increased (for private companies) or 1% of the amount by which the share capital was
increased (for public companies).

12.6.3

Are there registration duties due upon the transfer of the company's shares?
No. Where the shares are traded on the Nigerian stock exchange, however, certain
transaction costs will be incurred by both parties to the transfer.

12.6.4

Are there registration duties due upon a transfer of corporate assets?
This will depend on the nature and type of corporate assets involved. There are no
registration duties for personal property.
Where the transferred assets involve real property, the consent of the governor of the
state in which the property is located would have to be obtained upon payment of a fee
which varies across states. The document evidencing the transfer of the real property
asset would also have to be registered, for a fee, at the relevant lands registry. In
Lagos State, for instance, the fee for obtaining the consent of the governor is
calculated at the rate of 6% of the assessed value of the property while the registration
fee at the lands registry is 3% of the assessed value of the property. The instrument
evidencing such transfer would also need to be stamped at the rate of 1.5% by the
stamp duties office.

12.6.5

Are there any other registration duties due?
No.

12.7

Sales Tax or other Turnover Tax

12.7.1

What is the system of sales tax (e.g. V.A.T., cumulative)?
The sales tax applicable in Nigeria is value added tax by virtue of the VAT Act. See
further paragraph 12.5.5.5 above.

12.7.2

Is input tax creditable against output tax?
Yes. The input-output mechanism under the VAT Act, however, applies to companies
that are involved in the manufacturing of goods for sale or in companies that purchase
or import goods for re-sale. Under the VAT Act, if the input tax exceeds the output tax,
the company will be entitled to a value added tax credit from the FIRS. Where, on the
other hand, the output tax exceeds the input tax, the company will pay the difference to
the FIRS. Where, however, a company incurs input tax on a capital asset which can
be capitalised or on overhead, which can otherwise be expensed through the profit
and loss account, such input tax shall not be allowed as a deduction from the output
tax.
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12.7.3

What are the tax rates?
VAT is imposed at the rate of 5% of the value of all taxable goods and services that
are subject to VAT.

12.7.4

What are the filing and payment requirements?
VAT is payable on or before the 21st day of the month after which the relevant supply
was made.

12.8.

Social Security and Welfare System Contributions

12.8.1

Are social security contributions due?
No.

12.8.2

Are retirement or pension contributions due?
Yes. The Pension Reform Act (“PRA”) requires employers to make contributions
towards the pension savings of each employee. The PRA requires a total contribution
of 15% of the monthly remuneration of the employee to be paid to a Pension Fund
Administrator of the employee's choice within seven days of the remuneration being
paid to the employee. The employer is obliged to contribute at least 7.5% of the
employee’s monthly remuneration while the employee contributes the outstanding
7.5%. The employer may, however, choose to contribute more than 7.5% in which
case the contribution to be made by the employee would be reduced proportionately.

12.8.3

Are unemployment insurance contributions due?
No.

12.8.4

What are the filing and payment requirements for any such contribution?
Contributions under the PRA are required to be remitted to the relevant Pension Fund
Administrator not later than 7 working days from the day on which the employee was
paid.

12.9

Special Tax Schemes
Are there particular tax consequences of doing business in the country?
Yes. Please refer to our comments in paragraphs 12.2, 12.3 and 12.5 of this Section,
with respect to the taxes and levies that apply to Nigerian companies.
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12.10

Tax on Profits

12.10.1

What are the federal or national income tax rates on profits?
Companies income tax is levied at the rate of 30% of the total profit of a company
accruing in, derived from, brought into or received in Nigeria.

12.10.2

What are the regional or state tax rates on profits?
There are no state taxes on profits for corporations in Nigeria.

12.10.3

What are the municipal or local tax rates on profits?
There are no local taxes on profits for corporations in Nigeria.

12.11

Tax Treaties

12.11.1

Are there any applicable tax treaties?
Yes. Nigerian currently has entered into double tax treaties with Romania, the
United Kingdom, the Netherlands, Pakistan, the Philippines, Belgium, France,
Canada, China, Czech Republic, Slovakia, and South Africa.
Nigeria has pending double tax treaties with Mauritius, Kenya, Poland, South Korea,
Spain and Sweden which are yet to be either concluded or ratified.

12.11.2

Are there any rules against treaty-shopping?
No.

12.12

Territoriality Rules

12.12.1

Where is the corporation subject to tax?
The FIRS is a federal agency with tax stations in the various states of Nigeria.
Companies are required to file tax returns and pay their taxes at the FIRS tax station
located where the companies’ respective head offices are located.

12.12.2

Is the corporation subject to tax on its worldwide income?
Companies are only subject to tax in Nigeria on income accruing in, derived from,
brought into or received in Nigeria. This said, any dividends, interest, rent or
royalties earned by a Nigerian company from a source outside Nigeria and brought
into Nigeria through a Nigerian bank will be exempt from tax.

12.13

Treatment of Tax Losses
How are corporate tax losses treated?
Corporate tax losses are deductible indefinitely for companies that have been in
operation for more than four years. New companies are permitted to carry over
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losses in their first four years of operation for a maximum period of four years after
which the losses that have not been fully offset against profits will be cancelled.
12.14

Wealth Tax
Is there an applicable wealth tax?
No.

12.15

Withholding Taxes

12.15.1

What are the rates of withholding tax on dividends?
10%.

12.15.2

What are the rates of withholding tax on royalties?
10%.

12.15.3

What are the rates of withholding tax on interest?
10%.

12.15.4

What are the rates of withholding tax on profits realized by a foreign
corporation?
In the absence of a double taxation treaty, it is 10%. Where there is a double
taxation treaty with the country in which the foreign corporation is incorporated, the
rate of tax to be withheld on dividends, interest and royalties will be reduced to 7.5%.
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13.

TAX ON INDIVIDUALS

13.1

Allowances

13.1.1

What are the major allowances?
The PITA regulates the taxation of individuals in Nigeria. In calculating the actual
taxable income of an individual, PITA allows certain deductible expenses wholly,
exclusively, necessarily and reasonably incurred by that individual in the production of
the taxable income. These are:
13.1.1.1

sums payable by way of interest on money borrowed and employed as
capital in acquiring the income;

13.1.1.2

interest on loans for developing an owner-occupier house;

13.1.1.3

rent for the repairs, and premium on liability which was incurred during that
period, payable in respect of land and buildings occupied for the purpose of
acquiring the income;

13.1.1.4

expenses for repairs of premises, plant, machinery or fixtures employed in
acquiring the income, or for the renewal, repair, or alteration of any
implement, utensil or article so employed:

13.1.1.5

bad debts incurred in any trade, business, profession or vocation, proved to
have become bad during the period of which the income is being
ascertained, and doubtful debts to the extent that they has become
estimated to have become bad during the said period and notwithstanding
that such bad or doubtful debts were due and payable prior to the
commencement of such period;

13.1.1.6

a contribution to a pension, provident or other retirement benefits founds
society or scheme approved by the Joint Tax Board; and

13.1.1.7

in the case of income from trade, business, provision or vocation, any
expenses or part thereof incurred for that period (whether the liability was
met during that or any previous period) wholly and exclusively for the
purpose of trade, business, profession or vocation.

13.2 Calculation of Taxes
How is the taxable base determined?
The rate of tax is progressive with a floor of 7% and a cap of 24%.
There is a consolidated relief allowance of =N=200,000 (two hundred thousand Naira),
subject to a minimum of 1% of gross income (whichever is higher) plus 20% of gross
income. Below is an income tax table illustrating the rate of tax.
Income to be taxed
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First =N=300,000
Next =N=300,000
Next =N=500,000
Next =N=500,000
Next =N=1,600,000
Above =N=3,200,000
13.3

7%
11%
15%
19%
21%
24%

Capital Gains Tax
Are capital gains taxable?
If an individual disposes of a chargeable asset from which he makes a gain, capital
gains tax will apply to the chargeable gains at the rate of 10%. All forms of property,
apart from those specifically exempted, are considered assets for the purposes of the
Capital Gains Tax Act. Chargeable gains are the difference between the consideration
accruing to any person on the disposal of an assets and any sum to be excluded as
deductions from that consideration.

13.4

Filing and Payment Requirements

13.4.1

When must the individual file a tax return, if any?
The individual must file a tax return and pay the tax due at the end of each year of
assessment and not later than 31st March of the next year. In the case of individuals
that are employees, the law requires employers to deduct tax from employees’
remuneration under the ‘pay as you earn’ scheme and remit the tax to the relevant tax
authority within 10 days from the date of such deduction. A Company also has an
obligation to file its employees’ ‘full’ tax returns on the prescribed form, not later than
the 31st day of January in each year.

13.4.2

When must the individual pay his/her taxes?
Please see response to paragraph 13.4.1 above.

13.5

Inheritance and Gift Tax

13.5.1

Does the individuals' presence in the country subject him/her to inheritance or
gift tax?
There is no inheritance or gift tax in Nigeria.

13.5.2

What kinds of assets are subject to tax?
Not applicable

13.5.3

What are the tax rates?
Not applicable

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 117 of 143

13.5.4

Are allowances available?
Not applicable

13.5.5

What are the payment and filing requirements?
Not applicable

13.6

Miscellaneous Taxes Due

13.6.1

What are the miscellaneous taxes to which the individual may be subject?
An individual pays VAT on the purchase or supply of VAT-able goods or services. In
addition, an individual may be required to pay various rates and levies (for example
tenement rate, land use charge, etc) to either the state or local government authority in
his area or residence in respect of any real property that he owns.

13.6.2

What are the filing and payment requirements?
VAT is paid to the supplier of the VAT-able goods or services as part of the cost price
for the goods or services supplied (the law requires the VAT to be included in the
invoice). The supplier of the relevant goods or services has the obligation under law to
remit the VAT collected to the FIRS on or before the 21st day of each month following
the month in which the supply was made.
With respect to real property assets, tenement rates and the land use charge are
payable once in a calendar year.

13.7

Real Estate/Habitation Tax
Is the individual subject to real estate or habitation tax?
Under the laws in the various states in Nigeria, an individual has an obligation to pay a
tenement rate or land use charge and ground rent for any real property owned by him.
In practice, however, where the owner of real estate leases it to another, the parties
are free to agree, as between themselves, that payment of the land use charge will be
made by the lessee, but any such agreement must be expressly stated in the lease
agreement.

13.8

Sales Tax

13.8.1

Does the individual pay sales tax?
There are no sales taxes other than VAT.
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13.9

Social Security and Welfare System Contributions

13.9.1

Are contributions to social security due?
Apart from pension contributions, there is no other social security contribution payable
by an individual. Please see further our comments in paragraphs 12.8.1 and 12.8.2
above.

13.9.2

Are contributions to the welfare system due?
Not applicable.

13.9.3

If so, what are the payment and filing requirements?
Not applicable.

13.10
13.10.1

Stock Option, Profit Sharing and Savings Plans
Is there taxation of stock option plans?
No. Where, however, the holder of the option does not exercise the right, but rather
sells it, the gains that he realises from the sale will be regarded as a chargeable gain
and liable to capital gains tax at the rate of 10%.

13.10.2

Is there taxation of profit sharing plans?
Any income received by an individual under a profit sharing plan will be subject to
personal income tax at the applicable rates under the PITA. Please see further our
comments in paragraph 13.2 above.

13.10.3

Is there taxation of savings plans?
No; but if savings are lodged in an interest-yielding bank account, any accrued
interest will be liable to withholding of tax at the rate of 10%.

13.11

Taxation of Benefits in Kind

13.11.1

What is the rate of taxation on benefits in kind (e.g. automobile, housing and
utilities, education, etc.)?
Under the PITA, there is a consolidated tax free allowance of =N=200,000.00 subject
to a minimum of 1% of gross income (whichever is higher) plus 20% of the gross
emolument, The term “gross emolument” is defined to include benefits in kind,
gratuities superannuation and any other incomes derived solely by reason of
employment. Other than this tax free allowance, the progressive rates which we
have indicated in paragraph 13.2 will apply to the taxation of benefits in kind.
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13.12

Taxes on Dividends

13.12.1

Are dividends taxable regardless of their form?
Dividends are subject to tax at the rate of 10%. Some dividends are, however,
exempted from tax. The specific exemptions provided include:
13.12.1.1

dividends payable from the profits of a small company (i.e. a company
with a turnover of less than one million Naira) which is involved in
manufacturing are exempt from tax during the first five years of the
company’s operations;

13.12.1.2

dividends received from investments in wholly export-oriented
businesses;

13.12.1.3

dividends distributed by petroleum exploration, exploitation and
production companies;

13.12.1.4

dividends distributed by a company that has been granted a pioneer
status;

13.12.1.5

dividends received from a foreign company, brought into Nigeria and
pad into a domiciliary account; and

13.12.1.3

dividends distributed by a unit trust.

13.13

Tax on Income

13.13.1

What are the federal or national tax rates on income for residents?
Apart from the residents of the Federal Capital Territory, Abuja, who pay their
personal income tax to the FIRS, individuals do not pay personal income tax to the
Federal Government. Individuals pay their income taxes to the relevant tax authority
in the State where they are domiciled or resident. Please see section 13.2 for the
applicable rates of personal income tax.

13.13.2

What are the federal or national tax rates on income for non-residents?
We have interpreted the term ‘non-residents’ to mean Nigerians and non-Nigerians
who are not resident in Nigeria. Based on this interpretation, we confirm that nonresident will not be liable to tax in Nigeria unless in an assessment year they are
domiciled in Nigeria for an aggregate period or periods of not less than 183 days
(inclusive of annual leave or temporary period of absence) in any 12 month period.
Any dividends, interest, royalties, commission, fee or rent that a non-resident
receives from Nigeria, unless specifically exempt from tax, will be liable to a
withholding of tax at the appropriate rate. Expatriates who, however, have a
permanent residence permit in Nigeria are liable to tax in Nigeria even if they spend
less than 183 (inclusive annual leave or temporary period of absence) days in
Nigeria. Non-residents, like Nigerians, are subject to personal income tax at the
applicable rates under the PITA which are indicated in section 13.2.
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13.13.3

What are the regional or state tax rates on income for residents?
Please refer to section 13.2.

13.13.4

What are the regional or state tax rates on income for non-residents?
Please refer to sections 13.13.2 and 13.2.

13.13.5

What are the municipal or local tax rates on income for residents?
Not applicable

13.13.6

What are the municipal or local tax rates on income for non-residents?
Not applicable

13.14

Tax Treaties

13.14.1

Are there any applicable tax treaties?
Yes. Please see paragraph 12.11.1.

13.14.2

Are there any rules against treaty-shopping?
No.

13.15

Territoriality Rules

13.15.1

Where is the individual subject to tax?
An individual is subject to tax in the State where he is resident.

13.15.2

Is the individual subject to tax on his/her worldwide income?
Yes, an individual is subject to tax on his income derived from sources inside or
outside Nigeria. This said, any dividends, interest, commission, fee, rent or royalties
earned by an individual from a source outside Nigeria and brought into Nigeria
through a Nigerian authorised bank and paid into a domiciliary account will be
exempt from tax.

13.16

Wealth Tax

13.16.1

Is the individual subject to tax based upon his/her wealth?
No.

13.16.2

If so, what are the rates?
Not applicable.
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13.16.3

Are there any allowances available?
Not applicable.

13.16.4

What are the payment and filing requirements?
Not applicable.

13.17

Withholding Tax

13.17.1

Is salary subject to a withholding tax at the source?
Yes. Under PITA, an employer has an obligation to deduct tax under the ‘pay as you
earn’ scheme from an employee’s monthly salary and to remit the tax deducted
within 10 days from the date of paying the salary to the relevant tax authority.

13.17.2

What is the treatment of residents as compared to non-residents?
Under Nigerian law, residents (Nigerians and non-Nigerians) are subject to the same
rate of tax. On the other hand, non-residents (i.e. foreigners who do not reside in
Nigeria) are not liable to tax in Nigeria but if foreign individuals receive income in the
form of dividends, interest, rent or royalties from Nigeria, such income will be liable to
the withholding of tax at the applicable rate. Where non-residents reside in Nigeria
for an aggregate period of 183 days (inclusive of annual leave or temporary period of
absence) in a 12 months period but are employed in Nigeria, they will be liable to tax
in Nigeria.
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14.

TAX ON OTHER LEGAL BODIES

14.1

Allowances

14.1.1

What are the major allowances (e.g. capital cost depreciation)?
The major allowances applicable to unincorporated partnerships and incorporated
trustees of not-for-profit organisations are same as for corporate entities (see section
12 generally).
Other legal bodies such as unincorporated partnerships and incorporated trustees of
not-for-profit organizations (NGOs), are exempted from corporate tax in Nigeria,
however, profits derived from any trade or business carried on by such an organisation
or association are taxed on the same basis as corporations under the CITA. Also,
where the NGO invests its assets, the income derived from such investment will be
subjected to the withholding of tax.

14.1.2

What are the major deductible items?
Please refer to section 12.1.2.

14.1.3

What are the major expenses that are excluded from deductibility?
The following are not allowable deductions for the purpose of ascertaining the income
of other legal bodies:

14.2

14.1.3.1

domestic or private expenses;

14.1.3.2

any loss or expenses recoverable under an insurance or contract of
indemnity;

14.1.3.3

taxes on income or profits levied in Nigeria or elsewhere;

14.1.3.4

any unapproved payment to a pension, provident, saving or widows’ orphan
society, fund or scheme;

14.1.3.5

depreciation of any assets; and

14.1.3.6

any sum reserved out of profits.

Calculation of Taxes
How is the taxable base determined?
Please refer to section 12.2 above.
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14.3
14.3.1

Capital Gains
What are the federal or national tax rates on capital gains?
10%

14.3.2

What are the regional or state taxes on capital gains?
10%

14.3.3

What are the municipal or local taxes on capital gains?
Not applicable.

14.4

Filing and Payment Requirements

14.4.1

When must the entity file a tax return, if any?
The entity is required to file its tax returns within 6 months after the end of its
accounting year.

14.4.2

When must the entity pay its taxes?
Taxes (when payable) are required to be paid at the same time when returns are filed..

14.4.3

Are taxes paid in installments or annually?
VAT and withholding tax are payable on the occurrence of each qualifying transaction
while pay as you earn deductions are paid monthly.

14.5

Miscellaneous Taxes

14.5.1

Are other taxes due?
No .

14.5.2

What are the filing and payment requirements?
Not applicable.

14.6

Registration Duties

14.6.1

Are there registration duties or fees due upon the setting up of the legal body?
The CAC filing fees for the registration of incorporated trustees is =N=30,000 (thirty
thousand Naira).
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14.6.2

Are there registration duties or fees due upon a change in the capital of the legal
body?
No.

14.6.3

Are there registration duties due upon the transfer of capital?
No.

14.6.4

Are there registration duties due upon a transfer of assets?
There are no registration duties on the transfer of personal property, however, stamp
duty at an ad valorem rate and a registration fee are payable on the transfer of real
property.

14.6.5

Are there any other registration duties due?
No

14.7

Sales Tax or other Turnover Tax

14.7.1

Is the legal body subject to sales tax or any other turnover tax (e.g. VAT.,
cumulative)?
Yes, the legal body is subject to VAT on all VAT-able goods and services except for
goods purchased for humanitarian activities or projects.

14.7.2

Is input tax creditable against output tax?
Yes, if the legal body meets the requirements set out in the VAT Act. Please see
paragraph 12.7.2 above.

14.7.3

What are the tax rates?
VAT is currently imposed at the rate of 5% on all VAT-able goods and services.

14.7.4

What are the filing and payment requirements?
Please see paragraph 12.7.4 above.

14.8

Social Security and Welfare System Contributions

14.8.1

Are social security contributions due?
No
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14.8.2

Are retirement or pension contributions due?
Yes. Please see paragraph 13.8.2 above.

14.8.2

Are unemployment insurance contributions due?
No.

14.8.3

What are the filing and payment requirements for any such contribution?
Not applicable.

14.9

Special Tax Themes
Are there particular tax consequences of doing business in the country under
the form of the particular legal body?
Other than as mentioned in paragraph 14.1.1, no.

14.10

Tax on Profits

14.10.1

What are the federal or national income tax rates on profits?
The income of the legal bodies that is not exempted from income tax is subject to
income tax at same rates as companies (see section 12 above).

14.10.2

What are the regional or state tax rates on profits?
Not applicable.

14.10.3

What are the municipal or local tax rates on profits?
Not applicable.

14.11

Tax Treaties

14.11.1

Are there any applicable tax treaties?
Yes, please see section 13.11 above.

14.11.2

Are there any rules against treaty-shopping?
No.
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14.12

Territoriality Rules

14.12.1

Where is the legal body subject to tax?
The legal body is subject to tax in Nigeria where it carries on its business or its head
office

14.12.2

Is the legal body subject to tax on its worldwide income?
The legal body registered in Nigeria is subject to tax on its worldwide income save
for income that is specifically exempted such a profit of a charitable, ecclesiastical or
educational body derived from charitable, ecclesiastical or educational activities of a
public character in so far as such profit is not derived from a trade or business.

14.13

Treatment of Tax Losses

14.13.1

How are tax losses treated?
Tax losses are carried forward indefinitely and set off against assessable profits
(where applicable) in the year of assessment.

14.14

Wealth Tax
Is there an applicable wealth tax?
No.

14.15

Withholding Taxes

14.15.1

What are the rates of withholding tax on the legal body's activities?
Same rates as stated in section 12.15.
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15.

GENERAL TAX CONSIDERATIONS

15.1

Taxes Generally

15.1.1

Is there a generally accepted way of structuring the company or other entity so
as to insure the desired tax consequences?
No there is not, however, depending on the nature of a company’s business, it could
qualify for some of the various tax incentives that are available such as:

15.1.2

15.1.1.1

Investment allowances for companies that engage in agriculture or
manufacturing and applicable in the first year of purchase of plant and
machinery;

15.1.1.2

rural investment allowances for companies that are established in rural
areas which lack adequate infrastructural facilities like water, tarred roads
and telephone;

15.1.1.3

a company that manufactures products regarded as ‘pioneer products’ or
that operates in an industry regarded as ‘pioneer industry’, can be
granted pioneer status which will exempt the company from companies’
income tax for a period of up to five years;

15.1.1.4

a company that is engaged in gas utilisation is exempt from companies
income tax for the initial period of three years, subject to renewal for an
additional period of two years;

15.1.1.5

companies that are involved in the mining of solid minerals are exempt
from companies income tax for the first three years of its operation.

Is there an advance tax ruling that can be used to validate or invalidate the
chosen form of doing business?
No.

15.2

Is there a general anti-tax avoidance system?
Yes; Nigerian tax laws discourage tax avoidance by giving the FIRS the power to
regard a transaction between two related entities as an artificial transaction and, then,
apply market value to determine the actual amount due in respect of the particular
transaction. Once this has been done, the FIRS will assess the difference in the value
to tax at the applicable tax rate.
Nigeria has Transfer Pricing Regulations that regulate transactions and dealings
between or among related parties. A company will be required to comply with the
regulations in relation to any related party transactions. The regulations cover all
transactions between “connected taxable persons” carried on in a manner not
consistent with the arm’s length principle. “Connected taxable persons” include
individuals, subsidiaries, associates, partnerships, joint ventures and trust to the extent
that they participate directly or indirectly in the management or control of another; or
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have common control or management. In effect, the regulations apply to all “controlled
transactions’ - i.e. a commercial or financial transaction between connected taxable
persons. A company has an obligation to ensure that when it enters into any
transaction with a connected taxable person, the taxable profits arising from the
transaction is consistent with the arm’s length principle. Where a company and the
connected taxable persons fail to comply with the arm’s length principle, the regulation
empowers the FIRS to make such adjustments as it considers necessary. If a
company wishes to have certainty regarding the basis on which it enters into related
parties transactions it can approach the FIRS for an advance pricing agreement. Such
an agreement will establish an appropriate set of criteria for determining whether a
company has complied with the arm’s length principle for certain controlled
transactions undertaken by it over a fixed period of time. Advance pricing agreements
can only be obtained from the FIRS in respect of transactions that have an annual
value in excess of =N=250 million.
15.3

Can the chosen form of business be treated as a different form for tax
purposes?
We do not see this happen in practice because all Nigerian companies are accorded
same treatment for tax purposes.
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16.

IMMIGRATION REQUIREMENTS

16.1

Immigration Controls

16.1.1

Are there immigration quotas?
Yes there are, with respect to the employment of expatriates. Please see section 17.10
where we have discussed this in more detail.

16.1.2

Are vaccinations required?
The Immigration Act provides that vaccination may be administered where the
immigration officer suspects the state of health of the immigrant or the immigrant’s
international certificate of health fails to comply with the requirement of the Director of
Immigration.
One of the vaccinations that expatriates from countries like India are required to take
before entry into Nigeria is the yellow fever vaccine. And the expatriates are also
required to obtain a yellow fever certificate. The Nigerian Embassy/High Commission
in the country of residence of the expatriate would usually advise on the relevant
vaccines to be taken at the point where the expatriates makes his/her visa application.

16.1.3

Are medical certificates required?
Yes. For example, where an expatriate takes the yellow fever vaccination, the
expatriate will be issued with a yellow fever certificate.

16.1.4

Are entry permits required?
Foreign nationals are required to obtain valid entry visas before entering into Nigeria.
There are, however, exemptions for citizens of ECOWAS member states. With the
ratification of the ECOWAS Protocol on the Free Movement of Persons, Residence
and Establishments, ECOWAS nationals are entitled to free movement within the
ECOWAS states and may stay in Nigeria for up to three months without visas with
effect from May 29, 1979,.
.

16.1.5

If so, must you apply for an entry permit before entering the country?
Where visas are required, the usual practice has been to obtain a visa before entering
into Nigeria. Recently, the Nigerian Immigration Service (“NIS”) sought to grant visas
to expatriates at the point of entry. This has, however, proven to be a difficult and
tedious process for expatriates who have used this process. As this is a new
development, the process of obtaining this type of visas is still a work in progress. We
would, however, advise that expatriates obtain their visas in their country of residence
before travelling to Nigeria to avoid any difficulties with the officials of the NIS at the
point of entry.

16.1.6

Are exit permits required?
Expatriates do not require exit permits when they leave Nigeria.
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Where, however, an expatriate employed by a Nigerian entity leaves Nigeria, the
Nigerian entity is required to submit an application to the NIS for the name of the
expatriate to be deleted from its expatriate quota. This deletion serves as a notification
to the NIS that the expatriate no longer works in the Nigerian entity and the Nigerian
entity will be able to employ another expatriate to occupy that position, if necessary.
16.1.7

Are re-entry permits required?
Whether a re-entry permit is required is dependent on the type of visa that the
expatriate obtained before entry into Nigeria. Where an expatriate is issued with a
multiple entry visa, the expatriate will be able to enter and leave Nigeria for the
duration of his/her visa. Where an expatriate is issued with a single entry visa,
however, the expatriate will be required to leave Nigeria before the expiration of the
visa and obtain another visa before he/she can enter Nigeria. The nature of the visa
that an expatriate can apply for will depend on the reciprocal arrangements that the
expatriate’s country of usual residence has with Nigeria.

16.2

IMMIGRATION REQUIREMENTS/FORMALITIES

16.2.1

Is a residence permit required?
Yes, a residence permit is required for an expatriate to work in Nigeria. The permits
that allows an expatriate to work and reside in Nigeria are the temporary work permit
(“TWP”) for short term employments (3 months in the first instance and renewable for
a further period of 3 months) and the Combined Expatriate Residence Permit and
Alien Card (CERPAC) for long term employment for up to 2 years in the first instance.

16.2.2

If so, does the investor have to apply for one before entering the country?
The TWP is a 2 (two) stage application process. The Nigerian entity that is seeking to
employ the expatriate will be required to submit an application to the NIS in Nigeria for
a cable visa. The cable is transmitted to the country of residence of the expatriate.
The expatriate will, thereafter, attend the Nigerian Embassy or High Commission in the
expatriate’s country of residence to apply for a TWP.
With respect to the CERPAC, the Nigerian entity will after obtaining its expatriate quota
approvals and offering employment to the expatriate, first have to apply for a subject to
regularization (“STR”) visa in the Nigerian embassy or High Commission in the
expatriate’s country of usual residence. The expatriate will attend the Nigerian
consulate with the documentation from the Nigerian entity and submit the application
for an STR visa. Once the STR visa issued, the expatriate can travel to Nigeria and
upon arrival in Nigeria, the Nigerian employer will apply for a CERPAC and re-entry
visas on behalf of the expatriate.

16.2.3

What information must be supplied to the immigration authorities?
(1) The following documents are required for the application of a TWP:
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a. an application letter that states what the expatriate is coming to do in Nigeria,
contains the data about the expatriate as provided in his/her passport and
confirms that the Nigerian entity accepts immigration responsibility for the
expatriate while he/she is in Nigeria;
b. a photocopy of data page of expatriate’s passport;
c. a copy of the Memorandum and articles of association of the Nigerian
company;
d. a copy of the most recent form CAC 2(Statement of Share Capital and Return
of Allotment) of the Nigerian company; and
e. a copy of the form CAC 7 (Particulars of Persons who are First Directors of the
Company);
f. a copy of the Certificate of incorporation of the Nigerian company.
(2) The following documents are required for a STR visa application:
a. a letter from the local company applying for a STR visa and confirming that
the company accepts immigration responsibilities for the expatriate while
he/she is in Nigeria;
b. a letter from the Nigerian company offering employment to the expatriate;
c. a letter from the expatriate accepting the appointment;
d. 3 passport-sized photographs of the expatriate;
e. a copy of the expatriate’s Curriculum Vitae (CV);
f. a copy of the local company’s Certificate of Incorporation;
g. a copy of the Nigerian company’s expatriate quota approval;
h. 3 (three) certified true copies of all relevant certificates and credentials (with a
certified translation of such credentials if they are not in English);
i. and
j. the expatriate’s international passport (valid for at least 6 months upon
presentation), which will be presented with his application for a visa when he
attends the Embassy/High Commission in his country of normal residence.
(3) The following documents are required for a CERPAC:
a) a letter of application for a residence permit and multiple re-entry visas from
the Nigerian employer;
b) a sealed envelope containing the application documents used to obtain the
STR visa including a copy of the expatriate quota approval for the Nigerian
company;
c) 3 passport sized photographs of the expatriate;
d) a valid (at least 6 months existing validity) International passport with the STR
visa endorsed, and photocopies of the data pages of the passport.
16.2.4

How long does it take to receive authorization?
TWP:
The cable visa can be obtained within 2 to 3 weeks from the NIS provided that it is not
a first time application. Where it is a first application, this process is longer because the
NIS conducts an audit on Nigerian companies the first time that an application is made
for a TWP. The audit can take up to 8 weeks to be completed.
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The TWP is usually issued between 2 to 3 weeks from the time that the cable visa is
issued. The timing will, however, depend on the Nigerian embassy in the expatriate’s
country of residence.
STR Visa:
About 2 weeks from submission of the application. This is dependent on the amount
of time the Nigerian embassy in the relevant country usually stipulates for the
processing of visa applications.
CERPAC
A temporary CERPAC can be obtained within 3-6 days of the application being
submitted to the Comptroller General, Immigration Department, Lagos while the
CERPAC can be obtained within 6 weeks upon submission of the application.
16.3

VISAS

16.3.1

Is a visa required for travel or stay in the country?
See paragraph 16.1.4 above.

16.3.2

If so, for how long is the visa valid?
The duration of the visa depends on the type of visa issued.
(a) Tourist/visitor’s visas are usually granted for 3 months but at the point of entry the
expatriate will be permitted to stay in Nigeria for up to 30 days in the first instance.
If the expatriate needs to stay for longer than 30 days, he/she can apply for an
extension for a further period that will not exceed the duration of the visa.
(b) Business visas are usually issued between 3 and 12 months but at the point of
entry the expatriate will be permitted to stay in Nigeria for a shorter period. If the
expatriate needs to stay for longer than the right to stay that is granted at the point
of entry, he/she can apply for an extension for a further period that will not exceed
the duration of the visa.
(c) Visitor’s visas and the business visas may either be a single or multiple entry visas.
The STR visa is a single entry visa that is valid for 3 months to provide sufficient
time for the expatriate to obtain a residence permit when they arrive in Nigeria.

16.3.3

How does the investor apply for a visa?
An application is usually made to the Nigerian High Commission or Embassy in the
applicant’s home country, supported by the required documentation as prescribed by
the relevant embassy or high commission.

16.3.4

What documents are required?
See comments in 16.2.3 in relation to the documents required for a TWP, and STR
visa and a CERPAC.
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(1) Tourist Visa
The documents required for the application for a tourist visa are as follows:
a)
b)

c)
d)
e)
f)
g)

a current and valid passport from their country of residence, with a validity of
at least six months from the scheduled expiry of the visa;
evidence demonstrating the purpose of the visit, as well as an intention to
return to country of residence. This can be shown through evidence of a
holiday booking and a valid return / onward travel ticket;
evidence of an invitation from the hosts, where the applicant is travelling to
visit friends and relatives;
duly completed visa application form;
proof of sufficient funds for the duration of the stay in Nigeria;
receipt of on-line payment receipt of visa fee; and,
any other document that the specific Nigerian embassy or High Commission
may request for.

(2) Business Visas
The following documents will be required for an application for business visa:
a)
b)
16.3.5

the documents listed in section 16.3.4 (1)(a), (b), (d), (e) and (f) above; and
a letter of invitation from a reputable Nigerian company.

How long does it take to receive a visa?
The length of time within which a visa can be issued will depend on the length of time
that is stipulated by the Nigerian embassy/high commission that is processing the visa
applications.
See comments in 16.2.4 in relation to the timing for obtaining a TWP, an STR visa and
a CERPAC.

16.3.6

What fees are involved?
The applicable fees are charged on the basis of the nationality of the applicant and are
determined by the Nigerian embassy or High Commission in the expatriate’s country of
residence.
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17.

EXPATRIATE EMPLOYEES

17.1

Cost of Living and Immigration

17.1.1

How does the cost of living compare to that in the investor's home country?
The World Bank Inflation Consumer Price Index for the years 2009 – 2013 indicates
that as a result of inflation, consumer prices in Nigeria rose by 8.5% during this period.
The statistics for African nations and some of the world’s major economies are as
follows:
Nigeria
South Africa
Ghana
India
United Kingdom
USA
China

8.5%
5.7%
11.6%
10.9%
2.6%
1.5%
2.6%

(http://data.worldbank.org/indicator/FP.CPI.TOTL.ZG)
17.1.2

What is the rate of inflation?
See section 2.1.2 above.

17.2

Drivers' Licenses

17.2.1

Must the investor obtain a driver's license for that country?
Yes. A foreign national who desires to drive a vehicle in Nigeria is required to obtain a
driver’s license in Nigeria or possess an international driver’s licence with Nigeria
being listed as one of the country’s that it covers.

17.2.2

How does the investor obtain a driver's license?
In order to obtain a national drivers’ license in Nigeria, the Federal Road Safety
Commission Act Cap F19 LFN 2004 requires an applicant to be at least 18 years of
age. The applicant is also required to comply with the following conditions:
a) attend a training course at an accredited driving school;
b) enroll for a practical test to be conducted by the Vehicle Inspection Office and
if successful, such an applicant will be issued with a certificate of proficiency;
c) complete the driver's license application form at the Driver's License Centre
(DLC) or online at https://www.nigeriadriverslicence.org;
d) pay the application fees online or at the designated bank;
e) submit the application form for endorsement and biometric data capture at
the designated Federal Road Safety Commission office; and
f) collect a temporary driver’s license which is valid for 60 days and subsequent
issuance of the original document after 60 days by the Federal Road Safety
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Commission (currently the FRSC has been unable to issue original licences
in place of temporary licences that have long expired).
17.2.3

What fees are involved?
The official application fee for the driver’s license is =N=6,000 (six thousand Naira).

17.2.4

Is an examination, either practical or written, required?
Yes. Please refer to our response in 17.2.2 (a) and (b) above.

17.3

Education

17.3.1

What types of schools are available for the investor's family?
There are various public and private primary and secondary schools and universities in
Nigeria. Over the years, however, the quality of public schools (which are funded by
the government) has steadily deteriorated, and while there is a move by some states
to invest in schools, there is still a lot to be done. As a result, expatriates are most
likely to enroll their children in private schools. The private schools in Nigeria run
different curricula, depending on the school; there are Montessori crèches, nursery
and primary schools, as well as schools that run a fully British curriculum, or a
curriculum that combines Nigerian and foreign approaches to teaching.
With respect to Universities, there are federal government- funded universities in most
states of the federation, prominent amongst which are the University of Ibadan,
Obafemi Awolowo University in Ife University of Lagos, University of Nigeria and
University of Benin. There are also state-government funded universities and over the
past decade, there has been a rise in the number of private universities. Other tertiary
institutions available include colleges of education, technology and polytechnics. Due
to concerns over the quality of education that is available in Nigerian tertiary
institutions, some Nigerians choose to send their children abroad for education.

17.3.2

What fees are involved?
The fees to be paid depend on the institution involved. While the fees for governmentfunded schools are subsidised, the fees charged by private schools are much higher,
as these enjoy no subsidies and aim to offer a better quality of education than the
public educational system.

17.3.3

What is required for enrollment?
The requirements for enrollment will depend on the level of education the student
intends to acquire and the requirements of the school been applied to.
a) At primary and secondary school levels, admission is usually based on criteria
set out by the relevant institution but will usually include a written test and an
interview.
b) In order to enroll in a tertiary education institution such as a university,
polytechnic or college of education, the applicant will be required to provide
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evidence of having sat for and passed the relevant subjects in the examination
conducted by either of the West African Examination Council (W.A.E.C) or the
National Examination Council (N.E.C.O) and the Joint Admissions and
Matriculations Board (J.A.M.B). Upon the presentation of these documents, the
applicant will have to sit for and pass the entrance examinations conducted by
the relevant tertiary institution.
c) In order to be admitted to a postgraduate degree program, the applicant must
have obtained a bachelor’s /first degree from a recognized university or institution
and also satisfy any other condition specified by the relevant the institution.
17.3.4

Can the investor or company receive a tax benefit?
No. the Personal Income Tax (Amendment) Act 2011does not make any provision for
a tax benefit in relation to fees spent on education.

17.4

Housing

17.4.1

What type of housing is available for the investor?
Various forms of accommodation are available, depending on the requirements of the
investor. With respect to expatriate employees, the Nigerian company that requires
their services would usually be responsible for identifying suitable accommodation, as
well as paying the rent and service charges.

17.4.2

Can the investor own property?
There is some uncertainty in relation to whether foreigners (individuals, companies and
group of persons – corporate or unincorporated) can directly hold land in Nigeria. This
uncertainty arises from the Land Use Act, section 1 of which states that all land
comprised in the territory of each State in Nigeria is vested in the Governor of that
State and such land shall be held in trust and administered for the use and common
benefit of all Nigerians in accordance with the provisions of this Act. The Land Use Act
authorizes the governor to grant a statutory right of occupancy and goes on to state
that it shall not be lawful for the holder of a statutory right of occupancy granted by the
Governor to alienate his right of occupancy or any part thereof by assignment,
mortgage, transfer of possession, sublease or otherwise howsoever without the
consent of the Governor first had and obtained . It has been argued that in view of the
provisions of section 1 of the Land Use Act which requires the governor to hold all land
in his state for the benefit of all Nigerians, the consent of the Governor cannot be
granted in order to transfer a right of occupancy to a non-Nigerian. A 1990 decision of
the Supreme Court suggests that foreigners cannot directly hold land in Nigeria, and
there have been no subsequent decisions on the point. In view of this uncertainty, we
always advise our foreign clients to set up a Nigerian vehicle through which they will
hold their investment in real property.

17.4.3

Must the investor have housing before entering the country?
No.
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17.4.4

Can the investor subsidize housing and receive a tax benefit?
No. The provisions of the Personal Income Tax (Amendment) Act, 2011 do not provide
for tax benefit in relation to housing.

17.5

Importing Personal Possessions

17.5.1

How can the investor import personal belongings?
An investor may import his personal belongings into Nigeria, either by Air freight,
Shipping or by Land through Vehicles.

17.5.2

Are import duties payable?
In respect of the personal belongings, import duties are not payable. By virtue of the
Common External Tariff issued by the Nigeria Customs Service Board 2008 – 2012
the passengers’ personal property is exempt from import duty. These include:

17.5.3

17.5.2.1

Personal and household effects, the property of and accompanying a
passenger, to the extent permitted by the Board and subject to any
condition imposed by it;

17.5.2.2

Personal and household effects, the property of a passenger, landed at
any Customs Port, Customs Airport and Customs Station within two
months of the arrival of the passenger or within such further period as the
Board may allow, to the extent permitted by the Board and subject to any
conditions imposed by it; and

17.5.2.3

Personal and household effects (excluding jewellery, photographic
equipment, electronic and other luxury goods) of a citizen of Nigeria who
had been resident in a place outside the limits of the jurisdiction of Nigeria
for not less than nine months.

Are there requirements for clearing the belongings through customs?
The investor is required to obtain the Bill of Lading (“Bill”) in respect of his cargo and
forward the Bill to its clearing agent (“the Agent”) who will engage in the process of
clearing the goods through the Customs. The following information are usually
contained in the Bill;
(a) The name of the ship carrying the goods;
(b) The description of the goods along with their marks and numbers;
(c) The date of departure from port of loading;
(d) The weight of cargo; and
(e) The terms of contract of affreightment.
The Procedure for clearing the belongings through customs is:
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i.

The Agent takes the Bill to the Nigerian Ports Authority’s Central Office
for Planning and Information of the appropriate port for details about the
arrival date of the ship and her allocated berth. This information can also
be obtained from the shipping company.

ii.

The Agent completes the Bill of Entry and registers it with the Nigerian
Customs Service.

iii.

The Agent proceeds to the shipping company to effect Shipping
Company’s release of the goods where, the Bill of Lading is crosschecked and compared with the ship’s manifest. After certifying the
correctness of investor’s documents, a blank form called Delivery Order,
supplied to the shipping company by the Nigerian Ports Authority, is then
issued to the importer.

iv.

The agent completes the Delivery Order and returns same and the Bill of
Lading to the shipping company.

v.

The shipping company then scrutinises the details on the Delivery Order,
endorses it and withdraws the original of the Bill of Lading from the agent.
Thereafter, the lower portion of the Delivery Order is detached and
handed back to the Agent who holds it as evidence of the Shipping
Company’s release.

vi.

The main body of the Delivery Order is sent to the Marketing Department
of Nigerian Ports Authority at the specific port.

vii.

The Marketing Department then raises all necessary bills through a
computerised system, confirms the Release Note copy of the Customs
Bills of Entry with the shipping company’s Delivery Order, after which bills
are authorised.

viii.

The bills are then vetted by the Audit Department after which payments
are effected at designated bank.

ix.

The necessary delivery sets are then produced using information
contained in the Delivery Order and subsequently transferred to the
transit shed or delivery point.

x.

The Agent then proceeds to the appropriate transit shed or delivery point
to effect delivery. After loading, a cargo pass is issued to the agent who
then proceeds to Nigerian Ports Authority gate for security checks and
final exit.

17.6

Medical Care

17.6.1

What level of medical care is available?
Nigeria has a fully developed healthcare system ranging from Primary, to Tertiary
healthcare systems. The Tertiary Healthcare system consists of university teaching
hospitals and federal medical centres which are managed by the Federal Government
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through the Ministry of Health. The State Governments manage the activities of
general hospitals which provide secondary healthcare within the territorial boundaries
of such state. Local healthcare centres are usually the closest point of call for persons
requiring medical attention as such, they serve as primary healthcare service providers
under the control and supervision of the various Local Governments. As a result of the
mismanagement of public hospitals and decline in the quality of services provided,
private healthcare providers are also very active in the Nigerian healthcare sector. The
healthcare provided by the government is fully funded and costs are subsidised by the
government with additional support from international donor agencies.
17.6.2

Is there national health care?
Yes.
The National Health Insurance Scheme Act Cap N42 LFN 2004 (“NHIS Act”)
established the National Health Insurance Scheme with the objective of providing
health insurance in order to ensure that every Nigerian insured under the scheme has
access to the prescribed good quality and cost efficient health services.
The NHIS Act, however, does not impose a mandatory obligation or either employers
or employees. The Act provides that an employer, who has a minimum of ten
employees, may, together with every person in his employment, pay contributions
under the scheme, at such rate and in such manner as may be determined, from time
to time, by the council. As the scheme is not mandatory, an employer who wishes to
contribute to the scheme is required to register itself and its employees under the
scheme and pay the contributions into the account of a designated health maintenance
organisation. Contributions under the scheme will be at such rates as may be
determined from time to time by the council set up for this purpose. However, once an
employer elects to join the scheme, such employer would be guilty of an offence if it
fails or refuses to remit its contribution.

17.7

Moving Costs

17.7.1

What costs are involved in moving?
The cost of moving would depend on the distance between locations and the freight
service provider’s charges.

17.7.2

Can the investor receive any tax allowances?
No, the Personal Income Tax (Amendment) Act 2011 (“PITA”) does not make any
provision for a tax allowance in relation to the relocation costs.

17.8

Tax Liability

17.8.1

What is the expatriate's tax liability? (See also Section 13)
An expatriate will be liable to pay the following taxes:

LMUN01G14001 - Guide to Doing Business in Nigeria FINAL

Page 140 of 143

a) Personal Income Tax as required under the PITA (see paragraph 7.5.6 above).
b) Value Added Tax – see paragraph 12.5.5.6.
c) Withholding Tax – see paragraph 13.17.
17.8.2

What are the allowances?
Yes. Please see section 13.2 above.

17.8.3

Are there any applicable tax treaties?
Yes. Please see paragraph 12.11.1.

17.9

Work Contracts

17.9.1

Does the investor need a work contract to work in the country?
Where an expatriate intends to come into Nigeria on an STR visa, the expatriate will
need a work contract because one of the documents required to be submitted in
support of an application for an STR, is a copy of his/her letter of offer of employment,
and the acceptance letter, both of which, under Nigerian law, constitute a contract of
employment.
Where the expatriate will be coming into Nigeria on a TWP, however, whether or not
the expatriate has a contract of employment will depend on the expatriate and his
prospective employer. This is because a contact of employment is not required for the
application for a TWP.

17.9.2

If so, does the contract have to be for a certain duration, for the performance of
a specific job or for a specific position?
As we have mentioned in 17.9.1 above, the expatriate will require a work contract
where he/she intends to apply for an STR visa. With respect to the work contract,
although the contract need not be for a certain duration, it must specify the position
that the expatriate intends to occupy. This is because an STR visa is issued on the
basis of the expatriate quota positions that the Nigerian entity has obtained from the
FMI and the Nigerian entity cannot employ an expatriate to work in a position that has
not been approved by the FMI.

17.9.3

Does the contract have to be with a national or resident of the country or related
state?
No, the contract of employment need not be with the national of the country, it can be
made with any person.
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17.10

Work Permits

17.10.1 Does the investor need a work permit to work in the country?
Yes. Where an expatriate desires to work in Nigeria, he will need to obtain either the
Temporary Work Permit or a Combined Expatriate Residence Permit and Card
(“CERPAC”) in order to reside and work in Nigeria.
17.10.1.1

Temporary Work Permit
This permit is issued by the Comptroller-General of Immigration, Nigeria
Immigration Services. The permit will only be issued in respect of
expatriates who are to be employed in Nigeria for a short period of time.
A TWP is valid for three months in the first instance and may be renewed
once for a further three-month period where the expatriate has not
completed his/her assignment in Nigeria. The application for the renewal
is at the discretion of the NIS. In order to apply for a TWP, the applicant
must be outside of Nigeria.

17.10.1.2

CERPAC
The CERPAC is obtained after the expatriate has been issued with an
STR visa. The CERPAC enables the expatriate to reside and work in
Nigeria. Applications for the CERPAC are made in Nigeria. Expatriates
can be accompanied by their families and dependant applications will be
submitted on behalf of such persons.
After the expatriate has obtained a CERPAC, the expatriate will also be
required to obtain re-entry visas that enables the expatriate to leave and
return to Nigeria.

17.10.2 How and where does the investor apply for the permit?
See paragraph 16.2.2 above.
17.10.3 What documents are required?
See paragraph 16.2.3 above.
17.10.4 What fees are involved?
Other than administrative fees that may be incurred in making the application for a
TWP, there are no official fees for obtaining the TWP.
With respect to the CERPAC, the expatriate will be required to pay for the CERPAC
card and this usually cost =N=116,000.00 for a 1 (one) year CERPAC (i.e.
approximately US$747.18 using a notional exchange rate of US1.00 to =N=155.25.),
while a 2 year CERPAC will cost US$1,494.36.
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With respect to the visas, the official fees for visas will vary depending on the country
of the expatriate. We have provided in the table below the official fees for visas for
certain nationals:
Expense
British
American
Philippines
South African
Dutch
Indian
Egyptian

Cost
N 52,000.00
N 14,000.00
N 12,000.00
N 9,770.00
N 9,600.00
N 6,000.00
N 7,100.00

17.10.5 How long does it take to receive the permit?
See paragraph 16.2.4 above.
17.10.6 For how long is the permit valid?
A TWP is valid for three months subject to a renewal for another period of 3 months
while the CERPAC is valid for one year and is renewable every year where the
expatriate obtains a one year CERPAC. As a result of a recent directive from the
Comptroller General, the Nigerian Immigration Service has been authorised with
effect from 30th April, 2014, to issue CERPACs that are valid for 2 (two) years.
Where an expatriate pays for a 2 year CERPAC, the CERPAC will be renewable
after 2 years.
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