
ii. An identification of each constituent 
entity of the MNE group setting out the jurisdic-
tion of tax residence of each constituent entity, 
and where different from such jurisdiction of tax 
residence, the jurisdiction under the laws of 
which such constituent entity is organised, and 
the nature of the main business activity or activi-
ties of such constituent entity.

This report is to be filed with the Federal Inland 
Revenue Service ("FIRS") not later than 12 
months  after the last day of the reporting 
accounting year of the MNE group and non-com-
pliance incurs an administrative penalty of Ten 
Million Naira (N10,000,000.00) in the first 
instance and One Million Naira (N1,000,000.00) 
for every month in which the default continues.

About the Regulations:

In July 2013, the Organisation for Economic Cooper-
ation and Development (OECD) published its 
action plan on Base Erosion and Profit Shifting. 
Although not a member country of the OECD, 
Nigeria released the Income Tax (Country by Coun-
try Reporting) Regulations (“the Regulations”) 
modelled after the BEPS Action 13 report on Trans-
fer Pricing Documentation and Country by Country 
Reporting, in June 2018. The objectives of the Regu-
lations are to: provide tax authorities with informa-
tion about Multinational Enterprises (“MNEs”)1 ; 
information to better assess international tax avoid-
ance risks; improve transparency of MNEs in their 
tax practices; and prevent tax evasion or avoidance 
through base erosion and profit shifting.

MNEs with a total group consolidated revenue of 
not less than N160,000,000,000 will now be required 
to file a country by country report to the Federal 
Inland Revenue Service with respect to its reporting 
accounting year by its ultimate parent entity or 
constituent entity resident in Nigeria for tax 
purposes. 

The report shall contain:

i. Aggregate information relating to the 
amount of revenue, profit or loss before income tax 
paid, income tax accrued, stated capital, accumulat-
ed earnings, number of employees, and tangible 
assets other than cash or cash equivalents with 
regard to each jurisdiction in which the MNE group 
operates; and

THE INCOME TAX (COUNTRY BY 
COUNTRY REPORTING) REGULA-

TIONS 2018

“Transfer Pricing has entered an area of heightened tax risk 
and controversy, driven by an exponential increase in the 

demand for tax-related transparency”. 
EY 2016 Survey on Transfer Pricing

UPCOMING EVENTS

  1. A business entity which conducts business operations in various countries with its subsidiaries and affiliates.
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Automatic Exchange of Information (AEOI)

In January 2016, Nigeria signed the Multilateral 
Competent Authority Agreement on the 
Exchange of Country by Country Reports to facil-
itate the implementation of the automatic 
exchange of country by country reports with tax 
authorities in other jurisdictions where the MNE 
group has operations, under a Qualifying Com-
petent Authority Agreement (QCAA) and an 
International Agreement that permits the auto-
matic exchange of information. This is aimed at 
facilitating cooperation among tax authorities in 
order to tackle tax avoidance and evasion 
through transfer pricing, base erosion and profit 
shifting; and to promote transparency in the 
financial activities of MNEs.



Chiamaka Stephanie Ibeh is a Junior Associate in the 
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mercial Department. She has interests in Arbitration 
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CONCLUSION

Nigeria's participation in the OECD's all inclu-
sive framework to combat Base Erosion and 
Profit Shifting (BEPS) and ensure that profits are 
appropriately taxed is indeed laudable. Harmful 
tax practices by MNEs threaten the revenue of 
any state and such should be strongly opposed. 
Where properly implemented, the Regulations 
and its Guidelines released in this regard will 
discourage these practices and consequently lead 
to a much needed increase in public revenue. 
However, it is hoped that the Guidelines will be 
reviewed to accommodate the desirable changes 
suggested in this newsletter.

Although the Guidelines contain measures to 
monitor, control and restrict access to the reports 
including the use of password protected comput-
ers to access electronic data relating to the reports 
and having physical copies of the reports stored 
in locked rooms or locked filing cabinets with 
access for authorised persons only, these will not 
suffice to adequately protect data confidentiality. 

It is highly recommended that such data should 
be secured with high end cryptography; physical 
copies of the reports should be produced only if 
necessary, otherwise such information should be 
stored using secured cloud storage technology; 
and such data should not be kept by receiving 
jurisdictions for a period longer than necessary.

Furthermore, there should be monetary sanctions 
for the inappropriate use of information 
contained in the reports in addition to access 
denial such as is obtainable under the European 
Union's General Data Protection Regulation 
(GDPR). MNEs should also be notified prior to 
data exchange and should be given a right of 
audience where there are perceived inaccuracies 
in reports submitted to the FIRS.

For more information regarding compliance with these regulations, 
contact the author:
E: chiamaka.ibeh@strachanpartners.com 
T: +234 (1) 2700722

The FIRS in its information circulars dated 3rd 
July 2018, published the Guidelines for Country 
by Country Reporting in Nigeria and another for 
the Appropriate Use of Information contained in 
the Country by Country Reports. The former is to 
enable easy compliance with the Regulations and 
contains instructions for filling the template for 
the reports as contained in the Regulations; 
whereas the latter contains prescriptions regard-
ing the use of information contained in the 
reports by the FIRS and receiving tax authorities 
in other jurisdictions.

The Guidelines for the Appropriate Use of Infor-
mation contained in the Country by Country 
Reports (“the Guidelines”) restricts appropriate 
use of the information to the following:
A. The assessment of high level transfer pric-
ing risk assessment;
B. The assessment of other base erosion and 
profit shifting related risks; and
C. Economic and statistical analysis, where 
appropriate.

Under these Guidelines, the FIRS is permitted to 
use information obtained from the reports for the 
purposes of planning tax audits or other compli-
ance actions, or as a basis for making further 
inquiries to the tax payers or other tax authorities 
and where there is a breach of the provisions on 
appropriate use, parties may deny or be denied 
access to the Reports.

Data Privacy Concerns

In as much as tax transparency is desirous to the 
government, such corporate information is 
highly sensitive and the exchange of same raises 
data privacy concerns for affected companies as 
such information is susceptible to leaks.


