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NIGERIA IN CONTEXT:
INTRODUCTION & BACKGROUND



INTRODUCTION & BACKGROUND .../2 &

* Nigeria posted its fifth consecutive quarterly economic growth in Q4 2021,
since the resumption of growth in Q4 2020, continuing the recovery from
its deepest ever economic recession recorded in 2020 triggered by the
Covid-19 pandemic.

* Recovery from the v-shaped recession was fuelled by the implementation
of government’s Economic Sustainability Plan (ESP) and the easing of
COVID-19 induced restrictions on economic activities.

* Government continues to face significant fiscal constraints, with
expenditures rising much faster than revenues, resulting in rising budget
deficits and borrowings.



INTRODUCTION & BACKGROUND .../3 &

« Nigeria's inflation rate rose in March, 2022 to 15.92% from 15.7% recorded
in the previous month, but still below a four-year high of 18.17% in
March??? 2021.

« The uptick is largely attributed to the increase in prices of goods and
services, which resulted from high transportation costs induced by rising
crude oil prices and worsened by domestic shortages in supply of diesel
and petrol during Q1 2022

» NBS' Q4 2020 estimates put unemployment at 33% and underemployment
rate at 22.84%. High unemployment/underemployment rates have
implications for poverty incidence in the population.



PFM IN NIGERIA: AN OVERVIEW



OVERVIEW OF PFM IN NIGERIA i

* Public Finance Management encompasses all government's fiscal
operations, principally tax policies, resource mobilisation activities,
expenditure policies/management, and the adjustments of one or the other,
to achieve desired effects.
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PFM - LEGAL FRAMEWORK &
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PFM - INSTITUTIONAL FRAMEWORK

FGMN PFM INSTITUTIONAL FRAMEWORK
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2019 FGN PEFA ASSESSMENT
PROCESS



OVERVIEW OF PFM IN NIGERIA .../2 &

In 2019, the FGN, in collaboration with the World Bank, undertook a Public
Expenditure and Financial Accountability (PEFA) Assessment.

This assessment was primarily undertaken as an FGN PFM health-check to
position for key reforms within the PFM ecosystem.

Overall, the assessment's preliminary findings helped identify areas within
the FGN PFM ecosystem needing urgent reforms.

The 2019 PEFA assessment was a Joint Assessment; hence, the
government and non-government members of the Assessment Team
performed the assessment and discussed scores/results as well as

justifications for scores.



THE PEFA FRAMEWORK

Provide a thorough,
comsistent and evidence

based analysis of PFM
performance at a specific
point in time

PEFA dues not assess government policies

In this presentation, | have adopted the PEFA framework in evaluating the FGN's PFM
policies and practices (as proxy for PFM in Nigeria). References will be made to specific
reform actions post the 2019 PFM assessment in course of this presentation

Source: P E F A



THE PEFA FRAMEWORK
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PEFA 2019 PERFORMANCE ASSESSMENT i

P

The PEFA framawork was Fiscal discipline
comprenensively 3 OUTCOMES Efficient resource allocation
upgraded in 2016 Efficient service dslivery
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7 PILLARS OF PFM PERFORMANCE &%
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PEFA PERFORMANCE INDICATORS

PEFA performance indicators
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PEFA PERFORMANCE INDICATORS 2
= Highlights

b Overall, there are
remarkable improvements
particularly in the following
areas:
* Budget Credibility
= Comprehensiveness &
Transparency
» Policy Based Budgeting
* Tax Administration
= Internal Controls

Performance dipped in the
following areas

» Accounting & reporting

* External Scrutiny & Audit




POST PEFA PFM REFORM ACTIONS



POST PEFA REFORM ACTIONS &

Pursuant to PEFA assessment, '.'.L(i identified short, n]udiqnm and long term approach to our
refaorm actions, we have been able 1o achieve the following.
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the Stratogic comprahaniivens of tha MTEF/FSP have witnessed National leveraging
Ravoniue 53 @8 wl as and annusl Improved Devalopment Plan teshnology to
growth Uansparensy butigels including coardination & (ERGP 2017-21, reach more
Initlative SRGI posilion in torms early approvil by collaboration ESP (Covid-18 Nigeriana via
1.0 and SAGI of reporting lor NASS ‘which has Aesponse) & virtua! piatforms
2,0 Is ongoing GOEs ifmrﬂd NDP 2021-25)
timeliness

All of the above aro capiured undor the FMFBNF ministzrinl deivorablias reporting ta the OSGF which forms part of

ma Hompurabie Minister of Finance's Seotn Card.




POST PEFA REFORM ACTIONS .../2 ’ﬁ

S T T {1 For full discioaure of FGN's payments - available to slate and non-state actors
() Inclusion of GOEs' Budignts as part of the Budget and Documents Mr. President layx before NASS

Privsity Actions

reflectsd In Ihe FGN budgel

Flecal Alsks and Contingant Liabilities atso Inctuded in the Budget pack

Reflecting the transfars to TETFUND as well as Pawer Subaidy In the FGN budget dotails

4 Fincal Stmulus package vis the Economic Sustainabillty Pian
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POST PEFA REFORM ACTIONS .../3 ’ﬁ

Priceity Actions

{4 Activation and deployment (use) of the Budget Preparation Sub-syxtam on GIFMIS

W—EM BIMMS and ather solutions (dashbanrds( deployed for monitoring &
mmﬂmﬁﬂmwmhmrﬁmﬁhm
Clear viston, leadership and hard work of dedicated membara of staff

) Inclusion of & Tax Expenditure Statement (TES} I our medium tarm Racal strategy

(11 Cont Benalht Analysis of the sfflcisncy o olhmrwise of sueh revenus forgone or pollcy




POST PEFA REFORM ACTIONS .../3 &

Frrmtly Actions

The Open Gavarnment Partnarship {OGP) Plattorm — via the apen Budget and Fiscal Transparency
Working groups

Use of anline poll at public participation for a to get instant feedback fram citizens
1) Aggregate budget performance has improved significantly over the fzst three years
1) MDA Gapital relessss have boen 100% for 2020 & 2021

Significan efforts have shown positive improvement In non-oll revenues, with sxpecied
improvemant trom oll revenues with the full implamentation of the PIA




Summary of Key PFM Reforms Thematic Areas 2
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PETROLEUM INDUSTRY ACT, 2021 ﬁ.

PIA Signed into law by Mr. Presidenl in August, 2021
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RECENT MILESTONES IN THE PFM SPACE i

Recent Milestanes in the PFM space over the fast 4 Quarters...
2 2021 =41 2022
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CHALLENGES



KEY CHALLENGES

Deteriorating Fiscal Balance

 |n 2020, the world was hit hard by the twin
shocks of the COVID-19 pandemic and the
worst economic crisis (oil price shocks)

I I since the Great Depression of 1929,
o » With a resulting 60% decline in FGN oil & gas
revenues in 2020, we had to resort to

e borrowing.

Tr'en-l:l n Flu:al Eulanm

th e
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¢ The graph above shows the impact and the
trend of FGN's deficit to GDP ratio since the
covid disruptions.

» Regressive Fuel & Power Subsidies have
compounded the fiscal challenge
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KEY CHALLENGES ....J2
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INITIATIVES TO IMPROVE FGN REVENUES

Indlependient Ravenues
Aumitiance (Actusl) 2017 - MIZ1
1400

1050

2,1
s ;u/
.r‘p'""

”~
267"

2007 2018 2018 2020 2021
Auforma Junperding Momniassd Mdepeadent Auwnue Ganeralion

-

12513

bk

i

The trend In the graph shows a steady

improvement of our independent
revenues over the years,

By year end 2021, we had surpassed all
collections  for  FGN  independent
revenues from 2017 to date. This reflects

performance of our revenue growth
initiatives for this revenue stream.

For the frst time we surpassed the 1
trillion mark collection for independent
reveniies [NL251tn collected for FY
2021 exceeding the budget target of
NLOG1tm). Analysts  have  always
considered our projections unrealistic,
but we have always Insisted on the
potentials that exist to grow FGN
independent revenues.




STRATEGIC REVENUE GROWTH
INITIATIVES



INITIATIVES TO IMPROVE FGN REVENUES i

* Revenue generation remains the major fiscal constraint of the Federal
Government.

* The systemic resource mobilization problem has been compounded by
recent economic recessions as well as covid-19 disruptions.

= Several measures are being instituted under the Administration’s Strategic
Revenue Growth Initiatives to improve government revenue and entrench
fiscal prudence with emphasis on achieving value for money.

* The SRGI 2.0 is synced with our Accelerated Resource Mobilization Reforms



THE STRATEGIC REVENUE GROWTH INITIATIVES 3_
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INITIATIVES

TO IMPROVE FGN REVENUES ../2

Er 1 = Increase uﬁﬂnu

bk lesue réqulation and implement collection protesses for excise RS‘;‘FHE!:E-
;J;‘::Eﬂ:’iﬂ“’ af telecom services b Collect EMT levy and excise on m'] :m
fking sectars  [1S5ue regulation, with clarification on collection responsibllity teico services NCE f' MY,
for electronic money transfers (EMT) AN
. Incredse revenue [ 155Ue liscal regulntion Lo further increase the excise rate an
iR ottt alenkiol sad Tobacen. B lnerease revenues from pro- RC, NCS,
i health taxes MH, FMF (T5D)

 introduce an excise tax on through the Finance Act 2021

3. Reduce forgone
revenues

b Allow the exemgtion of interest income from corporate bonds
provided by Executive Order under section 23(2) of CITA in 2011
to sunget in Janbary 2022

kAmend Section 30 of the Capital Galns Tax Act to remove
exemption of capital gains on sales of stocks greater than NGN
100 milllon In-a 12-month period

# Recover fargone revenues from
rationalizing tax expenditures

. FPRC.
RS, FMF
), SEC

ir AL
B Introduce, 3 general antl-avoidance rule in the VAT Act and luue-:::::: Apipenation
regulations that allow FIRS to set avide artificial fragmentation
of businesses far VAT and CIT purposes.
k Reform concessions granted under the plonesn industry scheme.
4. Increase b Introduce a green surcharge on imported vehicies through
evenues from amendmant of the CETA -fnmt TRANIRIRE Aot e Fl:::w Iﬂ:ﬁ
e Tarntlan 1 L we



Pillar 2 - Strengthen tax administration

FIRS abtains NITDA certification for the TaxPro Max
computer system

= FIRS achieve Hlng and payment

compliance rates of 945% for larze IRS, NITDA,
. Improve taxpayer |» FIRS develops and launches a VAT lottery scheme u:;Fmr's and at least BOE for MT (NPA &
z:::f;i '"t’:rﬁ":;::z Isste notification to firms under the il & Gas Free medium taxpayers FII""'E'E;’;F
: RERTRREMS Zones Authority (OGFZA) and the Nigeria Export f= At least 75% of OGFZA and NEFZA R iﬂﬁmll
Processing Zones Authority (NEPZA) to file returms with | firms file returns with EIRS '
FIRS
v Design and implement a VAT control visit program targeting
VAT mp“.:f L VAT educational visit program
. - targeting 15% of VAT taxpayers |
. Enhance s Operationalize memorandum of understanding (MOUs) for . IRS, MNCS,
nforcement and exchange of Infarmation with Nigeria Customs Servies ang  [* At least 50% of cases selected for  pyur 150 g
the risk-based audit selection
e FIRS will implement a risk-based selection system for system
selecting cases for audit
7. Enhance traders | E:b;'ir::: ;r:r::wn;:‘irmﬁt:: Higerian Customs Service's AL least 300 companies are part of NCS, FmF
barticipation EAGKR S DI ORI WY 6= the FTZP by end- 2021 HFD)
I improvement in the customs intervention results based on [+ 107 improvement in the custams
. Optimize customs | risk management intervention resuils based on risk €S, FNE
Tvenues through Decrease in the number of physicatl examinations by NC5 Manageméant .
rade facititation I nhy ¢ 10K decreate in the number of Hﬂti] .

mhiketmawl sdwmmmclda-atiasaes B BWEC




THE STRATEGIC REVENUE GROWTH INITIATIVES

Cross Cutting

Cross-tu
Initiatives that provide the legal enablers & other enablers for effective implementation

and performance management of SGRI

Information. Law & Regulatory ~ Performance Monitering &
Communication & Management Esaluation
Techoology (ICT)

* Revenue « Review of all * Performance « Performance
reporting in key extant laws in based contracts monitoring &
offices via the relation to SRGI with eads of evaluation of the
use of and Government revenue growth
dashboards that recommend Owned program
will provide an amendment Enterprises
integrated view thereof

=4



KEY HIGHLIGHTS OF FINANCE ACT, 2021



ANNUAL FINANCE ACTS: A RENEWED FISCAL TRADITION...

* Keeplng Presidentisl Commibtments Vis-A-vis Atmnal Finunce Bills as 9 renewed Flacal Traditkn

w

* Keyv Heform Areas amended by the #¥inance Act 2021 include;

O LAWS A STATUTES PROPOBED TO BE AMENDED

1. Capitsf Gains Tax Act {'CGTA');

3. Campanies Income Tox Act ['CITA;
[ 1 .i:"u'n'ﬁ-* Excine Tarifts Etc. (Convolidation) Act ['CETECA'):
4. Foderal Inisnd Rewsniue Service (Extstilishment) Act [ FIRBEA'],
8. Porsonal lneome Tax Act ['PITA’;

2

C When Mr. President presentod his 2022 Badget of "Eoonomic Growth & Sestainabilicy’, he direcisd the Hon Minister of Finance,
Bodget & National Planming {"HMFBNP') to prepare g Finance Bill to support the Budget, as in the two previous yrars.
M. President axmented to the Finance Act, 2021 on 31* Decomber 2021, alongnide the 2022 Appropristion Act

§. Stamp Dutims Act ['SDA');

T. Tarthary Education Trust Fund (Extablishmant) Azt ['TETFEA')

| B, Vulums SAdded Tan Aot ('VATA')

& Insurance Act;
tll quui! !Hht‘l'ﬂ.ll:Fhﬂd Mﬂﬂﬂ#ﬂ-
lh't‘l ngmrm I-:hrml ﬁnnmnﬂﬂhm-nh-umwi MHASERI');

— i

12, Finance (Control & Management) Act: &

|13, Fisgul Responsibliity Act

-




FINANCE ACT, 2021: CRITICAL POLICY THRUSTS
#1. Domestic Revenue Mobilisation

iE-FJL
amending
§30-CGTA

§17-FA
amending
§21-
CETECA

Fllﬂul Roll-
back of
Exemption of
Shares from
Capital Gains
Taxes

Duty on Non-
alcohollc,
Carbonated &
Sweetlened

Boverages

-

L

-

10% E:atpim Gains Tax imposed on Shares’ Partial Roll-back of CGT exemplion

Disposal Transactions where the aggregate on Shares intended to raise revenues

Disposal Proceeds exceed N100m In any 12 for States & FGN:

consecutive calendar months; . 7 Reinvestment Relle! retained to
Reinvestment Relle! provided to defer Capital encourage long-term invesiments
Galns Tax where Disposal Proceeds are In equities

Whally or Partially Relnvested; & ' Pension Funds' Assoels are

Taxpayers are required to report Disposals exempted under §10 Pension

annually for ease of administration & Relorms Acl, 2014 1o protect
compliance (o FIRS flor corporile Pensionaors)
shareholders & State IRS tor individuals)

Excise Duty of N10/Alter imposed on all Non- New “Sugar Tax' introduced to ralse
alcoholic, Carbonated &  Sweotenad excise duties & revenues for health-
Beverages related & other critical expendilures
To discourage excessive consumption of (in line with the 2022 Budget's
sugar in beverages which contributes to Friorities)

diabeies, obesity, etc.



FINANCE ACT, 2021: CRITICAL POLICY THRUSTS 1
#2. Tax Administration & Legisiative Drafting

INIT U7 -

§18-FA FIRS Automation *+ FIRS empowered 1o sanction non- v To enhance the
amending & ICT Reforms compliant taxpayers refusing access to  ongoing ICT & Tax
§25-FIRSEA IT systems Admin. reforms by
« FIRS may deploy both Proprietary & FIRS to increase
Third-Party Tech Applications to collect revenue generation (in

Information from laxpayers line with the 2022
Budget's Priorities)
§21-FA Taxpaysrs® » Enhance confidentiality & non-disclosure v/ Provide safeguards to
amending  Confidential Data by FIRS stafi of Taxpayers' Confidentilal  protect Taxpayers’
§50-FIRSEA Data Data & provide
sanctions

+ Panalize data breaches by non-compllant
FIRS statf



FINANCE ACT, 2021: CRITICAL POLICY THRUSTS P
#3. International Taxation "ﬁ

==

§4-FA
amending
§13-CiTA; &

§8-FA
amending
§30-CITA

§30-FA
amanding
§10-VATA; &

§31-FA
amending
§14-VATA

Taxation of
E-Commarce Biz.
by Non-Resident
Companies on a
Fair & Reazonablo
Turnover Tax
Basis (La. 5% af
Tumover)

VAT
Obligations
ol Digimal
Resident
Companlies

-

Empower FIRS lo assass Non-Residont Firms to tax on Falr &

Reasonabie Turnover Tax Basis on Turnover sarnad from
providing Digital Services lo Nigerian customers

introduce Turnover Tax on Fair & Reasonable Percenlage of
Profita sarned from providing Digital Sorvices 1o Nigetian
customars

Note that such Digital Services Include Apps, High Freguency
Trading, Electronic Date Storage, Online Advertising, elc.

Rentrict VAT obligations mainly to Digital MNon-Resident
Companies (who supply Individuals who cannot self-account
far VAT)

Reduce compliance burden on olther Non-Resident Taxpayers
who are not required to register for VAT in Nigeria

Clarity that FIAS may appoinl persons (including Mon-
Regidents) tor the purpose of tax collection

Clarity thal such appainted persons may collect & remit taxes
to FIRS / Relovant Tax Authorities

Modemizoe the
taxation of ICT &
digital aconomy In
line with current
roalities (in line
with the NDP 2021-
25)

Enhanca
sdministrative
modalities lar the
taxation of Non-
Resident
Taxpayurs deriving
revanues from
Nigeria (ln Line with
the NGP 2021-23)



FINANCE ACT, 2021: CRITICAL POLICY THRUSTS

#4. Financlal Sector Reforms & Tax Equitly
o — - S—— |
Securities Landing + Securities Lending: permil Lenders to v Tax Equity: to
mnmﬂnn Transaction Hﬂm by recalve compensating ‘manufactured  Securitles Lending H-I'lﬂrltl'll-
§9-CITA Securltles & Exchange dividends’ from securities lending traders  being champlened by SEC
Commission ('SECT) {In line with the NDF 3021-25)
§14-FA amending Heal Eatale Investment » Clarity that Withholding Taxes deducted « Tax Equity: In support of
§7B-CITA; & Trusts {'REITs") Reforms by from Unit Trusta’ dividends are final taxes SEC's AEITs & Unll Trusis
_ SEC on Unit Trusts® income financinl sector reforms (in
§16-FA amending line with the NDP 2021-25)
§105-CITA » Clority that REiTs' aspecial tax regime
' provisions apply to REITs set up as Unit
Trusl Schemes
§33, §34, §35-FA  Insurance Companies’ + Enhance dafinition of share capital v Tax Equity: In support of
amending §8, §10 Capitalization Asforms by (capital requirement) In defermining NAICOM insurance seclor
& §102-Insurance the Hallonal Insursnce minimum capital to enhance NAICOM's  caplfalization  reforma  (in

Act, 2003 Commission {"NAICOM') recapitalization reforms linewith the NDP 2021-25)



FINANCE ACT, 2021: CRITICAL POLICY THRUSTS

#5. Public Financial Management Reforms
Sections ___llweves ____________[Mecheniama _______________|Rallonsle & Commentary _

* FIRS confirmed as FGN's Principal J/ Tax Administration &

§22-FA amending
§68-FIRSEA

§37-FA amanding
§20-NASENI Act

§38 & §30-FA
amending

§3 & §4-Finance
{!‘.‘untmll:ﬂn:}
Acl 1958

Reinforce FIRS® mandate as
Princlpal Tax Collection
Agency |Is relterated

NASENI Levy comprises:

¥ 1% of FAAC

4 0.25% Levy on PBT on major
companies with Turnaver 2
N100m in the banking, oll &
gas, marilime, aviation,
telecoms & ICT seclors

Reltarate the supremacy of
Fiscal Aules in the tha 16864
Canstitution & othar Extant
Money Acts in puhliu Enln:lll
management

.

Tax Revenue Collection Agoncy &  DRM reforms lo
muy collaborate with olher Federsl  streamiine tax coflection

Law Enforcomont MDA» under FIRS
Empowar FIRS 1o collect NASEN| 7 New changes introduced
Lewy by MASS to clarify

« Increased Funds to accrue Inte a  aspects of the NASENI

specinl NASENI asccount 1o fund Lsvy & enhance
budgeied expenditures targeied at  administration by FIRS
nurturing dynamic sclence &

engineering sectors

Aollerate & relnforce the 1588 . Enhance public financial
Constitution as well as the Finance  mgt. reforms to reduce
(Control & Mgl) Act's provisions vis-  revenus leaksges & better

é-vis mot. ol public finencezs & tle aclual expendilures to
sollection of revenues revanue parformance



ANNUAL FINANCE ACTS: CONCLUDING THOUGHTS i

The annual tradition of enacting Finance Acts to accompany the Federal Budget is one of many
reforms being undertaken by the FGN to drive its agenda of fiscal sustainability;

* This Administration is committed to accelerating post-COVID-19 economic recovery through the
NDP 2021-2025 by:

V' Stimulating Inclusive, diversified & sustained economic growth;
/ Supporting the private sector’s productivity & competitiveness;
/ Creating productive employment & preserving jobs;

J/ Ensuring macroeconomic stability; &

/' Promoting poverty reduction & more equitable wealth creation.

4]



ANNUAL FINANCE ACTS: CONCLUDING THOUGHTS . &

Accelerating Strategic Revenue Generation Initiatives ('SRGIs") through the Annuval
Finance Bills

.-"'

While ongoing fiscal reforms to enhance Non-0il Revenues are yielding tangible results, there
remains a significant fiscal gap to be bridged to efflectively finance the 2022 Budget & other
tiers of Government;

Nigeria must diversify Its revenues from Ol & Gas to fund critical developmental
expenditures:

The Finance Act, 2022 enacts significant tax, fiscal & other reforms to drive Domestic Revenue
Mabilisation;

More fiscal reforms & measurcs may be required during the 2022 Fiscal Year to deal with
emerging liscal constraints & challenges, particularly as the Economy recovers; &

However, this Administration remains committed to continuous dialogue & robust
engagement with all key Stakeholders in developing & implementing its fiscal policies.



WAY FORWARD
&
CONCLUSION



WAY FORWARD 2

We remain committed to all the different moving parts of our PFM reform
agenda. Central to this is our bullish Domestic Revenue Mobilisation effort as
well as efficiency in revenue and expenditure management.

We have been privileged to have some committed development partners
working with us over the years on various parts of our reform programmes.

The Open Government Partnership (OGP) is currently working on its 3™
National Action Plan (NAP III). The FMFBNP oversees the Fiscal Transparency
working group and the Open Budget commitment. We shall continue to work
with non-state actors and various CSO groups to entrench public participation in
government programmes

Achieving government’s reform agenda requires bold, decisive and urgent
actions, some of which may entail short-term pain but medium-/long-term gain.



CONCLUSION i

Revenue currently remains our main fiscal challenge; Government is therefore
committed to effective implementation of the Strategic Revenue Growth Initiatives
to improve revenue collection/accounting, expenditure management and fiscal
sustainability.

We are optimistic about our reform plans considering the positive outlook and the
continuing improvement in our non-oil revenues.

We shall explore available opportunities to streamline processes and leverage
technology where necessary to improve the PFM ecosystem in Nigeria.

Furthermore, Government remains committed to implementing measures aimed at
moderating the unintended negative effects of its reforms and policies on the
citizenry.



THANK YOU!



