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Below article on Nigeria Transfer Pricing Rules was sent in by the Head of Transfer Pricing Division of the 
Field Operations Group of the Federal Inland Revenue Service, Nigeria, Mr Sanya Gbonjubola. Please 
read on. 
 
An Overview of the Nigeria Transfer Pricing Rules  
The Income Tax (Transfer Pricing) Regulation No 1, 2012 which took effect on August 2nd 2012 regulates 
Transfer Pricing in Nigeria. The Regulation requires all ‘Connected Taxable Persons’ (CTP) who are liable 
to tax in Nigeria to make a disclosure of all their controlled transactions with effect from the basis period 
commencing after the 2nd day of August 2012. The disclosures are to be made annually by all connected 
taxable persons by rendering transfer pricing returns to the Nigerian Revenue Agency on an annual 
basis.  
 
Connected Taxable Persons: 
Going by the definition in the Nigeria TP Regulations, two enterprises are considered to be associated 
or connected where one enterprise or person participates directly or indirectly in the management, 
control and capital of the other enterprise, or of both enterprises. A ‘Connected Taxable Person’ could 
be persons, individuals, entities, companies, partnerships, joint ventures, trusts and/or associations. It 
also includes such persons or entities as defined in the domestic tax laws of Nigeria, Article 9 of the 
OECD Model Tax Convention and ‘associated enterprises’ referred to by the OECD guidelines.  
 
Scope of the Regulations: 
The Nigerian TP Regulations have provisions on scope, compliance with arm’s length principle, 
comparability factors and Advance Pricing Agreements amongst others. The Regulations covers all 
transactions which may affect profit and loss and all other matters that are incidental to or connected 
with those transactions. The Regulations does not have a threshold; it is applicable to every transaction 
between ‘connected taxable persons’ regardless of the sector, value, or the jurisdiction where such 
transactions are conducted, in as much as an entity that is taxable in Nigeria is a party to such 
transaction.  
 
Transfer Pricing Penalties: 
Nigeria TP Regulations has no specific transfer pricing penalty. A contravention of any of the provision 
of the Regulations shall be penalized as prescribed in extant tax laws such as the Companies Income Tax 
Act (CITA), Petroleum Profits Tax Act (PPTA), Capital Gains Act, Stamp Duty Act, Value Added Tax Act 
and the Personal Income Tax Act.  
 
Transfer Pricing Returns:  
TP returns becomes due in accordance with the provisions of the tax law under which an enterprise is 
taxable. TP Returns of enterprises taxable under the Companies Income Tax Act (CITA) becomes due 
within six months after the end of the accounting year for companies who have been in existence for 
more than 18 months. Newly incorporated enterprises are obligated to file their returns within 18 
months after the end of the first accounting period. On the other hand, companies who are taxable 
under the Petroleum Profit Tax Act have a unified accounting period of January to December and they 
are under obligation to submit their returns not later than 31st May following the end of the Accounting 
period.  
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Transfer pricing returns are to be rendered annually by completing the TP Returns Forms as prescribed 
by the Nigeria Tax Administration. Consequently, Connected Taxable Persons are required to render TP 
returns to the Federal Inland Revenue Service by completing and submitting the following documents: 
  
■  Transfer Pricing Declaration Form: The Form is used to obtain information that are of a fairly 

permanent nature. This Form is to be completed only in the first year of filing transfer pricing 
returns but should be updated when there a significant change in the information earlier provided.  

■  Transfer Pricing Disclosure Form: Connected Taxable Persons are to make a disclosure of their 
controlled transactions by completing this Form. The Form is to be completed and submitted 
annually by all connected taxable persons whether there is a controlled transaction or not. 

■ A copy of the Audited Financial Statement for the year of return 
■  A copy of the capital allowances computations and the accompanying schedules 
■  A copy of the self-assessment form that was submitted by the taxpayer when rendering income tax 

return for the year. 
  
Documentation and Disclosure Requirements: 
The Nigeria Regulation requires connected taxable person to provide adequate documentation and 
analysis contemporaneously. These documents must be made available to FIRS within 21 days of 
request by the Service. Such documentations must give sufficient information to verify that the pricing 
of controlled transaction is in accordance with the arm’s length principle and the FIRS has authority to 
specify the quality and quantity of documentation to be provided to it on request. 
 
Language of Documentation:  
In Nigeria, the TP documentation must be presented in the English Language and where a document is 
prepared in any other language, the Service may require a sworn translation of the document at the 
expense of the taxpayer. 
 
Transfer Pricing Methods:  
Nigeria Regulations allows a ‘Connected Taxable Persons’ to use any of the following five internationally 
recognised TP methods to test her controlled transactions:  
• The Comparable Uncontrolled Price Method;  
• The Resale Price Method;  
• The Cost Plus Method;  
• Transactional Net Margin Method;  
• Transactional Profit Split Method; and,  
Other than these five methods, the Regulations allows any other method chosen by a taxpayer and 
approved by the FIRS provided none of the five listed methods can be reasonably applied but the 
method used must give rise to a result that is consistent with the arm’s length principle.  
 
Advance Pricing Agreement (APA):  
A connected Taxable Person may request for an APA, to establish an appropriate set of criteria for the 
pricing of a future controlled transaction, thereby avoiding periodic TP audits on the affected 
transactions over the specified period of the agreement. The threshold for an APA is two hundred and 
fifty million naira (N250,000,000.00) About $1,500,000.00 per year of taxable revenue or deductible 
cost of the connected taxable person. The maximum period for each agreement is 3 years. FIRS on its 
part has discretionary powers to accept, vary or reject the terms of each application and the Tax Agency 
had taken a decision that it would not sign any APA in the first 3 years of the implementation TP regime 
in Nigeria. 
 
Conclusion: 
Transfer pricing is not entirely new to Nigeria because the domestic tax legislations have provisions that 
empowers Revenue Authority to make adjust for transactions that were not conducted at arm’s length. 
These provisions could not be implemented effectively because there were no rules to guide taxpayers 
on the determination of an arm’s length price but with the coming into effect of the Transfer Pricing 
Regulations, Nigeria has now commenced the implementation her transfer pricing regime and all 
persons affected by the Regulations have been sensitised for compliance. 

 


