Capital Gains Tax Update from the Nigerian Finance Act, 2021

The Finance Act 2021 was signed into law on 31 December 2021, which makes it operational and will
apply to all transactions carried out from 1 January 2022. The Finance Act introduced new amendments
to the provision of the Capital Gains Tax Act and 12 other fiscal regulations. The details of the
amendments to the Capital Gains Tax Act are provided below.

What is Capital Gains Tax?

Capital gains tax is a levy on the profit/gains from sale of property or an investment. Capital Gains Tax
is computed by deducting the cost of the property or the investment from the sales proceeds, then the
tax rate is applied on the margin or profit.

What is the new provision?

The Finance Act stipulates that 10% Capital Gains tax will be applicable to investors who sell shares in
any Nigerian company registered under the Companies and Allied Matters Act worth N100m (roughly
$241k using N415 exch) and above whether in aggregate or as a one-off sale.

The Exemptions provided for include:

e Proceeds from sales that are reinvested within the same year of assessment in buying shares
of other Nigerian companies. The tax will still be applicable on any portion of the sale that was
not reinvested.

e Proceeds from sales that are below N100m (one-off or aggregate).

e Shares that are transferred between an approved borrower and lender in a regulated securities
Lending Transaction as defined in the Companies Income Tax Act.

e Gains from disposal of Nigerian Government securities which are described as including
Nigerian Treasury Bonds, Savings Certificates, Premium Bonds issued under the Savings
Bonds and Certificates Act or any other long-term security issued by the Nigerian Government.

What does this mean for an Investor?

The investor is responsible for paying the tax. If it is an individual investor, they are responsible for
paying the tax to the relevant tax authority in line with the provisions of the Personal Income Tax Act
and if it is for a company, to the Federal Inland Revenue Service.

Investors will need to track their sales to ensure that if they have any proceeds above the threshold of
N100m (roughly $241k using N415 exch) that are not reinvested within the same year of assessment,
they remit the tax to the relevant tax authority. For foreign investors, they will need to work with their
custodians to ensure that this is adequately captured for remittance. For foreign investors that are not
using a custodian, they will need to work with their local broker to ensure that the law is complied with.

In summary for Equity Investors

1. The capital gains tax on equities is 10% on the profits from disposal with proceeds above
N100mn.

2. If the sales proceeds are reinvested in equities within the year of assessment, the tax will not
apply.

3. If the one-off sale is more than N100mn, the tax will apply and if the aggregate sales proceeds
is more than N100mn, the tax will apply.

4. In case of partial reinvestment, the tax will apply on the un-reinvested sales proceeds provided
the total sales proceeds is more than N100m.

5. The seller is required to account for the CGT on the sales proceeds.

Thank you.
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By providing you with this sales and trading commentary, Stanbic IBTC Stockbrokers does not intend to influence your
investment firm's behaviour in any way that may be detrimental to the interests of your client. The information in this
sales and trading commentary has not been reviewed or approved by or in conjunction with our Research Department
and is not a substitute for the economic or fundamental research produced by Stanbic IBTC Stockbrokers Research,
and may not be treated as such. At Stanbic IBTC Stockbrokers, we considered this sales and trading commentary to
be a minor non-monetary benefit, provided to you, as it: a is intended to enhance the quality of service provided to you
by us; is generic in nature; c. consists of short term market commentary on the latest economic statistics and/or company
results and/or information on upcoming releases or events; contains a brief summary of the author's own opinion on
such information; is not substantiated nor does it include any substantive analysis; reiterates the Stanbic IBTC
Stockbrokers’ view on an existing recommendation or substantive research material; and/or is unlikely to impair your
investment firm's compliance duty to act in the best interest of the client. Although SBG Securities / Standard Bank
Global Markets does not believe that the information provided to you qualifies as research under the relevant inducement
rules (as set out above), European Regulation prohibits you from receiving any service from us, including the provision
of research, which may be construed as an inducement. You are under an obligation to independently assess and
categorise the content of this sales and trading commentary as either a minor non-monetary benefit or as research.
Should you, based on your own internal criteria and assessment, consider this sales and trading commentary to be
substantive research and you no longer wish to receive it, kindly contact Stanbic IBTC Stockbrokers Compliance
Department here Sislcompliance@stanbicibtc.com Should you, based on your own internal criteria and
assessment, consider this sales and trading commentary to be substantive research and you wish to enter into the
necessary payment arrangements in order to continue receiving it, kindly contact the Research Compliance
Department. ResearchCompliance @standardbank.co.za. Should we not receive any such requests from you, we will
assume that you agree that this sales and trading commentary does not fall within the ambit of the relevant inducement
rules and we will continue providing same.

I Stanbic IBTC Stockbrokers ITCANBE.

A member of
Standard Bank Group


http://lnk.stanbicibtc.com/gtrack?clientid=102001&ul=VAFXUAMGSAQYBwgKDxFaWgUYVBZfU1ETByVFFlRYVFpTDAYWVh5WXlpEAwoKCEJfDlUfURReXlMUVyNLR1YIBgpRDwBGURpXCwsf&ml=UQdVUk4CSAJSUh8=&sl=IU4lHmdhSGcpMh8PDwkbRRBXWwZfW1kGFgYYAVpbSgM=&pp=0&&c=0000
http://lnk.stanbicibtc.com/gtrack?clientid=102001&ul=VAFXUAMGSAQYBwgKDxFaWgUYVBZfU1ETByVFFlRYVFpTDAYWVh5WXlpEAwoKCEJfDlUfURReXlMUVyNLR1YIBgpRDwBGURpXCwsf&ml=UQdVUk4CSAJSUx8=&sl=IU4lHmdhSGcpMh8PDwkbRRBXWwZfW1kGFgYYAVpbSgM=&pp=0&&c=0000
mailto:Sislcompliance@stanbicibtc.com
mailto:ResearchCompliance@standardbank.co.za

