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Series 1 Residence and Tax Havens in International Taxation 

Series 2 Jurisdiction and Enforcement of Foreign Residence Law 

Series 3 Judicial Decisions and Offshore Implications 

Series 4 Foreign Income, Remittance Basis, and Relief Measures 

Series 5 Offshore Business Taxation and Capital Gain 

 

Series 1 Residence and Tax Havens in International Taxation 

Part 1: Concepts of Residence in International Taxation 

1.1 Individual Residence 

1.2 Ordinary Residence and Domicile 

1.3 Corporate Residence 

Part 2: Tax Havens and Their Characteristics 

2.1 Definition and Features of Tax Havens 

2.2 Functions and Uses of Tax Havens 

Part 3: Implications of Residence and Tax Havens 

3.1 Impact on National Tax Systems 

3.2 Global Challenges and Opportunities 

 

Introduction 

Residence is a fundamental concept in international taxation because it determines the 

jurisdiction in which individuals and corporations are taxed. Alongside this, tax havens have 

become significant in shaping global tax practices, offering low or zero tax regimes that attract 

businesses and individuals. These two areas form the foundation for understanding how 

international taxation operates. 
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The aim of this Series is to enable you to define and analyse the concept of residence at both 

individual and corporate levels, and to evaluate the role and implications of tax havens in 

international taxation. 

We shall commence this Series by exploring the concept of residence in international taxation, 

beginning with individual residence, then moving on to ordinary residence and domicile, and 

finally considering corporate residence. Next, we will examine tax havens, starting with their 

definition and features, followed by their functions and uses. Finally, we will conclude by 

analysing the implications of residence and tax havens, considering their impact on national tax 

systems and the global challenges and opportunities they present. 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

SLO 1.1 define the concept of individual residence in international taxation, 

SLO 1.2 explain the distinctions between ordinary residence and domicile, 

SLO 1.3 analyse the criteria for determining corporate residence, 

SLO 1.4 describe the defining features of tax havens, 

SLO 1.5 evaluate the functions and uses of tax havens, 

SLO 1.6 assess the implications of residence and tax havens for national tax systems, and 

SLO 1.7 appraise the global challenges and opportunities created by tax havens. 

 

1.1 Concepts Of Residence In International Taxation 

1.1.1 Individual residence 

The concept of individual residence refers to the status of a person in relation to a country’s tax 

laws. A resident individual is generally taxed on their worldwide income, while a non-resident is 

taxed only on income sourced within the country. Residence is usually determined by factors 

such as physical presence, duration of stay, and intention to remain. 

For example, many jurisdictions apply a 183-day rule, meaning that if a person spends more 

than 183 days in a country within a tax year, they are considered resident for tax purposes. Other 

countries may use habitual abode or centre of vital interests as criteria. 

Fill in the blank: A person who spends more than ___ days in a country may be considered 

resident for tax purposes. 
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Figure 1.1 Criteria for determining individual residence 

 

1.1.2 Ordinary residence and domicile 

Ordinary residence refers to the place where an individual normally lives, even if they are 

temporarily absent. It is more enduring than simple residence and reflects a person’s settled 

lifestyle. Domicile is a deeper concept, referring to the permanent home that an individual 

regards as their true base, regardless of where they currently live. 

For instance, a student studying abroad may be resident in another country for tax purposes, but 

their domicile remains in their home country. Domicile often influences inheritance tax and long-

term obligations. 
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Fill in the blank: While residence may change frequently, ___ is usually considered permanent 

and enduring. 

 

Box 1.1: Comparison between ordinary residence and domicile 

 

 

Feature Ordinary (Tax) Residence Domicile 

Definition 

A person is a resident if they spend 183 

days or more in Nigeria in a 12-month 

period, or have a permanent home 

available for domestic use. 

The place an individual considers their 

permanent home and to which they 

intend to return whenever they are 

away. 

Primary 

Test 

The Statutory 183-Day Test: Physical 

presence is the most common trigger. 

Intention & Origin: Domicile is 

acquired at birth (Origin) or by a clear 

choice to settle permanently (Choice). 

Duration 

Can change annually. You may be a 

resident in 2025 but a non-resident in 

2026. 

Very difficult to change. It remains 

constant unless you prove a "permanent 

break" with your home country. 

Tax 

Impact 

Residents are taxed on Worldwide 

Income (local + foreign earnings). 

Domicile is often the "tie-breaker" in 

double taxation treaties to decide which 

country has primary taxing rights. 

Example 

An expat engineer working in Lagos 

for 7 months on a bridge project. They 

are an "Ordinary Resident" for that tax 

year. 

A Nigerian living in the UK for 10 

years who still maintains a family house 

in Kano and intends to retire there. 

Their Domicile remains Nigeria. 

 

1.1.3 Corporate residence 

Corporate residence determines where a company is taxed. It is usually based on either the 

place of incorporation or the place of effective management. The place of incorporation rule 

means that a company is resident in the country where it is legally registered. The place of 

effective management rule considers where key decisions are made and where the board of 

directors operates. 
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This distinction is important because multinational corporations may incorporate in one 

jurisdiction but manage their operations from another. Tax authorities use corporate residence 

rules to prevent tax avoidance and ensure fair taxation. 

Fill in the blank: Corporate residence may be determined by either the place of ___ or the place 

of effective management. 

 

Table 1.1 Corporate residence rules 

 

 

Feature Incorporation-Based (Formal) Management-Based (Substantive) 

Primary Rule 

A company is resident if it is 

registered or incorporated under 

the laws of a specific country (e.g., 

CAMA in Nigeria). 

A company is resident where its Place 

of Effective Management (POEM) or 

Central Management & Control 

(CMC) abides. 

Legal Focus 

The Certificate of Incorporation. 

It is a permanent status unless the 

company is liquidated. 

The Boardroom. It focuses on where 

strategic, financial, and operational 

decisions are actually made. 

Applicability 

Historically the standard for most 

Commonwealth countries and 

Nigeria (Pre-2025). 

The modern global standard (OECD) 

and now explicitly integrated into 

Nigeria's 2026 framework. 

Tax Impact 

Resident companies are subject to 

Worldwide Income Taxation 

(taxed on profits from all global 

sources). 

A foreign company can be "deemed 

resident" and taxed on its global 

income if managed from within the 

country. 

Example 

(Nigeria 2026) 

ABC Ltd, registered with the CAC 

in Abuja, is a Nigerian resident 

regardless of where its directors 

live. 

XYZ Inc, registered in the Cayman 

Islands, but all board meetings and 

CEO decisions happen in Lagos. 

Nigeria treats XYZ Inc as a resident. 

 

Pilot questions 1.1 
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Which rule is commonly used to determine individual residence in many jurisdictions? 

What is the difference between ordinary residence and domicile? 

How does the 183-day rule affect tax residence? 

What are the two main criteria for determining corporate residence? 

Why is corporate residence important in international taxation? 

 

1.2 Tax Havens And Their Characteristics 

1.2.1 Definition and features of tax havens 

A tax haven is a jurisdiction that offers favourable tax treatment, often with very low or zero tax 

rates, to attract foreign individuals and corporations. These jurisdictions typically provide 

secrecy laws, minimal reporting requirements, and flexible regulations. The main features of tax 

havens include low taxation, confidentiality of financial information, political stability, and ease 

of incorporation. 

For example, countries such as the Cayman Islands and Bermuda are often cited as tax havens 

because they impose little or no corporate income tax and provide strong privacy protections. 

Fill in the blank: A jurisdiction that offers very low or zero tax rates to attract foreign investors is 

called a ___ haven. 
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Plate 1.1 Global distribution of tax havens 

 

1.2.2 Functions and uses of tax havens 



 

 LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS 

Tax havens serve several functions in international taxation. They allow multinational 

corporations to reduce their tax liabilities by shifting profits to low-tax jurisdictions. They also 

provide individuals with opportunities to protect wealth, manage assets, and avoid double 

taxation. 

However, tax havens are often criticised for enabling tax avoidance and evasion, undermining 

the revenue base of other countries. They can also create unfair competition and distort global 

financial flows. 

Fill in the blank: Tax havens are often criticised for enabling ___ avoidance and evasion. 

 

Box 1.2: Common functions of tax havens 

Feature Low-Tax Jurisdiction Tax Haven (Secrecy Hub) 

Primary 

Strategy 

Competitive statutory rates to attract 

real business activity. 

Zero or nominal tax designed 

primarily for profit shifting. 

Transparency 
High; participates in Automatic 

Exchange of Information (AEOI). 

Low; strict banking secrecy or non-

compliance with global standards. 

Substance 

Rules 

Requires physical offices, local staff, 

and active operations. 

Allows "shell companies" with little 

to no physical presence. 

Global 

Recognition 

Generally "White-Listed" by OECD 

and local revenue services. 

Often "Black-Listed" or flagged for 

high-risk audits. 

Revenue Source 
Diversified (VAT, Payroll Tax, 

Customs, Corporate Tax). 

Heavy reliance on incorporation 

fees and renewal charges. 

2026 Treatment 
Viewed as a partner in global tax 

competition. 

Subject to 15% Top-Up Tax under 

Pillar II and CFC rules. 

Example (2026) 
Singapore / Ireland: Low corporate 

rates but strong regulatory oversight. 

Cayman Islands / BVI: 

Historically zero-tax with high 

secrecy levels. 
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Pilot questions 1.2 

What is the primary characteristic of a tax haven? 

Name two examples of jurisdictions commonly recognised as tax havens. 

What advantages do tax havens provide to multinational corporations? 

Why are tax havens often criticised in international taxation? 

List two common functions of tax havens. 

 

1.3 Implications Of Residence And Tax Havens 

1.3.1 Impact on national tax systems 

The concept of residence and the existence of tax havens have significant implications for 

national tax systems. When individuals or corporations are considered resident in a country, they 

are subject to taxation on their worldwide income. However, the use of tax havens can erode the 

tax base of countries by shifting profits and income away from jurisdictions with higher tax rates. 

This creates challenges for governments, as they may lose substantial revenue needed for public 

services. It also raises questions of fairness, since ordinary taxpayers may bear a heavier burden 

when wealthier individuals and corporations exploit tax havens. 

Fill in the blank: The use of tax havens can erode a country’s ___ base by shifting profits abroad. 
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Figure 1.2 Impact of tax havens on national tax systems 

 

1.3.2 Global challenges and opportunities 

Globally, tax havens present both challenges and opportunities. On the one hand, they enable tax 

avoidance and evasion, distort international financial flows, and undermine cooperation between 

countries. On the other hand, they can provide opportunities for legitimate tax planning, 

investment diversification, and asset protection. 

International organisations such as the OECD have introduced measures like the Base Erosion 

and Profit Shifting (BEPS) project to address these challenges. Countries are increasingly 

cooperating to share information and enforce tax compliance across borders. 
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Fill in the blank: International organisations such as the ___ have introduced measures to address 

the challenges of tax havens. 

 

Box 1.3: Global responses to tax havens 

Measure Scope / Target 2026 Implementation Status Primary Impact 

Pillar Two 

(GloBE) 

MNEs with 

revenue 

>€750M 

147 countries now apply the 

15% Global Minimum Tax. 

Neutralizes the benefit of 

0% tax havens via "Top-

Up" taxes. 

EU Blacklist 

(Annex I) 

Non-cooperative 

jurisdictions 

Updated Feb 2026: Vietnam 

and Turks & Caicos added; 

10 total. 

Triggers denied tax 

deductions and higher 

withholding for payments. 

CRS 2.0 
Global financial 

accounts 

Mandatory data exchange 

expanded to include e-money 

and CBDCs. 

Eliminates "blind spots" 

in traditional offshore 

banking. 

CARF 

Crypto-Asset 

Service 

Providers 

Live in 60+ jurisdictions 

including G20 members. 

Requires reporting of 

Bitcoin, Ethereum, and 

NFTs held offshore. 

Economic 

Substance 

"Letterbox" shell 

companies 

Now strictly enforced in 

Cayman, BVI, and 

Bermuda. 

Entities must prove local 

staff and physical office 

presence to exist. 

UN Tax 

Convention 

Global tax 

governance 

2026 framework sessions to 

shift rule-setting from OECD 

to the UN. 

Aims to better protect the 

tax bases of developing 

nations. 

 

Pilot questions 1.3 

How do tax havens affect national tax systems? 

Why are tax havens considered a challenge for governments? 

What opportunities can tax havens provide for individuals and corporations? 

Name one international initiative aimed at addressing the challenges of tax havens. 
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How does international cooperation help in managing the effects of tax havens? 

 

Series Summary 

This Series has introduced the foundational concepts of residence and tax havens in international 

taxation. We began by examining residence at the individual level, considering ordinary 

residence and domicile, and then moved on to corporate residence. Following that, we explored 

tax havens, looking at their defining features and the functions they serve. Finally, we analysed 

the implications of residence and tax havens, focusing on their impact on national tax systems 

and the global challenges and opportunities they present. 

By engaging with these topics, you should now be able to define individual residence, explain 

the distinctions between ordinary residence and domicile, analyse corporate residence rules, 

describe the features of tax havens, evaluate their functions, and assess their implications for 

both national and global tax systems. These abilities directly align with the Series Learning 

Outcomes and provide you with a strong foundation for further study in international taxation. 

Series Glossary 

Corporate residence: The jurisdiction in which a company is considered resident for tax 

purposes, determined by incorporation or effective management. 

Domicile: A person’s permanent home, regarded as their true base, regardless of current 

residence. 

Individual residence: The status of a person in relation to a country’s tax laws, often 

determined by physical presence or duration of stay. 

Ordinary residence: The place where an individual normally lives, reflecting a settled 

lifestyle, even if temporarily absent. 

Tax haven: A jurisdiction offering very low or zero tax rates, confidentiality, and favourable 

regulations to attract foreign individuals and corporations. 

Concept Check Questions 1 

Objective questions 

Which rule is commonly used to determine individual residence in many jurisdictions? 

(Linked to SLO 1.1) 

What is the primary characteristic of a tax haven? (Linked to SLO 1.4) 

Corporate residence may be determined by either the place of ___ or the place of effective 

management. (Linked to SLO 1.3) 

Short-answer questions 

4. Explain the difference between ordinary residence and domicile. (Linked to SLO 1.2) 

5. List two functions of tax havens in international taxation. (Linked to SLO 1.5) 
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Long-answer questions 

6. Analyse how tax havens affect national tax systems and explain why they are often criticised. 

(Linked to SLO 1.6) 

7. Evaluate the global challenges and opportunities created by tax havens, citing international 

responses. (Linked to SLO 1.7) 

Answers to Concept Check Questions 1 

Objective questions 

The 183-day rule. 

Very low or zero tax rates. 

Place of incorporation. 

Short-answer questions 

4. Ordinary residence is where a person normally lives, while domicile is their permanent home. 

5. Profit shifting and avoidance of double taxation. 

Long-answer questions 

6. 

Basic response: Tax havens erode national tax bases by shifting profits abroad, reducing 

government revenue. 

Value-added response: Beyond revenue loss, tax havens create unfair competition, distort 

financial flows, and undermine trust in taxation systems. 

Basic response: Tax havens enable avoidance and evasion but also provide legitimate tax 

planning opportunities. 

Value-added response: International initiatives such as the OECD’s BEPS project, automatic 

information exchange, and blacklisting of jurisdictions illustrate global efforts to balance 

challenges with opportunities. 

 

Answers to Pilot Questions 1 

Part 1: Concepts of Residence in International Taxation 

More than 183 days. 

Ordinary residence is where a person normally lives, while domicile is their permanent 

home. 

It establishes tax residence if a person spends over 183 days in a country. 

Place of incorporation and place of effective management. 

It determines where corporations are taxed and prevents avoidance. 

Part 2: Tax Havens and Their Characteristics 
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Very low or zero tax rates. 

Cayman Islands and Bermuda. 

They allow profit shifting and wealth protection. 

They enable avoidance and evasion. 

Profit shifting, asset management, avoidance of double taxation, confidentiality. 

Part 3: Implications of Residence and Tax Havens 

They erode tax bases. 

Governments lose revenue and fairness is undermined. 

They provide tax planning and asset protection. 

OECD’s BEPS project. 

Cooperation ensures compliance and reduces avoidance. 

 

References and Attributions 1 

Figure 1.1 Criteria for determining individual residence: Suggested AI prompt “Generate a 

flowchart showing how individual residence is determined using physical presence, 

intention, and centre of vital interests.” Search string: “tax residence criteria diagram 

open educational resource.” 

Box 1.1 Comparison between ordinary residence and domicile: Suggested AI prompt “Create 

a table comparing ordinary residence and domicile with definitions and examples.” 

Search string: “ordinary residence vs domicile tax law OER.” 

Table 1.1 Corporate residence rules: Suggested AI prompt “Generate a table comparing 

incorporation-based and management-based corporate residence rules with examples.” 

Search string: “corporate residence tax law table OER.” 

Plate 1.1 Global distribution of tax havens: Suggested AI prompt “Generate a world map 

highlighting countries commonly recognised as tax havens.” Search string: “map of 

global tax havens OER.” 

Box 1.2 Common functions of tax havens: Suggested AI prompt “Create a box listing 

common functions of tax havens with simple bullet points.” Search string: “functions of 

tax havens OER.” 

Figure 1.2 Impact of tax havens on national tax systems: Suggested AI prompt “Generate a 

diagram showing flow of income from high-tax jurisdictions to tax havens and its impact 

on revenue.” Search string: “impact of tax havens on national tax revenue OER.” 

Box 1.3 Global responses to tax havens: Suggested AI prompt “Create a box listing global 

responses to tax havens with bullet points.” Search string: “OECD BEPS project tax 

havens OER.” 
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TAX315 Series 2 Jurisdiction And Enforcement Of Foreign 

Residence Law 

Part 1: National jurisdiction of courts 

2.1 Principles of national jurisdiction 

2.2 Jurisdiction in taxation matters 

2.3 Limits of national jurisdiction in international taxation 

Part 2: Enforcement of foreign residence law 

2.2.1 Mechanisms of enforcement 

2.2.2 Challenges in enforcing foreign residence law 

2.2.3 Cooperation between jurisdictions 

Part 3: Practical implications of jurisdiction and enforcement 

2.3.1 Case examples of enforcement 

2.3.2 Impact on taxpayers and governments 

 

Introduction 

Taxation does not stop at national borders, and the question of jurisdiction is central to how 

countries apply and enforce their tax laws. Courts must determine the extent of their authority, 

while governments face the challenge of enforcing residence laws across borders. These issues 

are critical in international taxation, as they shape how individuals and corporations are held 

accountable for their obligations. 

The aim of this Series is to enable you to analyse the jurisdiction of national courts in taxation 

matters and evaluate the enforcement of foreign residence law, including its challenges and 

practical implications. 

We shall commence this Series by examining the principles of national jurisdiction, focusing on 

how courts establish authority in taxation matters and the limits of their reach. Next, we will 

explore the enforcement of foreign residence law, considering mechanisms, challenges, and the 

importance of cooperation between jurisdictions. Finally, we will conclude by analysing 

practical implications, using case examples to illustrate how enforcement affects both taxpayers 

and governments. 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

SLO 2.1 define the principles of national jurisdiction in taxation matters, 

SLO 2.2 explain how courts establish authority in taxation cases, 

SLO 2.3 analyse the limits of national jurisdiction in international taxation, 

SLO 2.4 describe mechanisms for enforcing foreign residence law, 
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SLO 2.5 evaluate challenges in enforcing foreign residence law, 

SLO 2.6 appraise the role of cooperation between jurisdictions in enforcement, and 

SLO 2.7 assess the practical implications of jurisdiction and enforcement for taxpayers and 

governments. 

 

2.1 National Jurisdiction Of Courts 

2.1.1 Principles of national jurisdiction 

Jurisdiction refers to the legal authority of a court to hear and decide cases. In taxation, national 

jurisdiction is the power of a country’s courts to apply its tax laws to individuals and 

corporations. This authority is usually based on territorial principles, meaning that a country has 

jurisdiction over activities and persons within its borders. 

Courts also rely on principles such as nationality and residence to extend jurisdiction beyond 

territorial boundaries. For example, a country may tax its citizens even if they live abroad, or tax 

residents on their worldwide income. 

Fill in the blank: National jurisdiction in taxation is primarily based on ___ principles, meaning 

authority over persons and activities within borders. 
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Figure 2.1 Principles of national jurisdiction in taxation 

 

2.1.2 Jurisdiction in taxation matters 

In taxation matters, jurisdiction determines which court has the authority to resolve disputes 

between taxpayers and the government. Courts interpret tax laws, enforce compliance, and 

adjudicate conflicts. Jurisdiction may be exclusive, where only one court can hear a case, or 

concurrent, where multiple courts share authority. 

For example, a tax dispute involving cross-border income may raise questions about whether the 

home country or the source country has jurisdiction. This often requires treaties or agreements to 

avoid double taxation. 
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Fill in the blank: When two countries claim jurisdiction over the same income, ___ agreements 

are often used to resolve conflicts. 

 

Box 2.1: Jurisdiction in taxation matters 

Tier Tax Authority Primary Jurisdictional Body 

Federal 
Federal Inland Revenue Service 

(FIRS) 

Tax Appeal Tribunal (TAT) & Federal High 

Court 

State 
State Board of Internal Revenue 

(SBIR) 

State High Court & TAT (for certain PITA 

matters) 

Local 
Local Government Revenue 

Committee 
Magistrate & Customary Courts 

 

2.1.3 Limits of national jurisdiction in international taxation 

National jurisdiction has limits, especially in international taxation. A country cannot enforce its 

tax laws beyond its borders without cooperation from other jurisdictions. This limitation often 

leads to challenges in collecting taxes from non-residents or corporations operating globally. 

International agreements, such as double taxation treaties, help to define these limits and 

establish rules for sharing taxing rights. Without such cooperation, enforcement becomes 

difficult and may lead to disputes between countries. 

Fill in the blank: National jurisdiction in taxation cannot be enforced beyond ___ without 

cooperation from other jurisdictions. 



 

 LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS 

 

Table 2.1 Limits of national jurisdiction in international taxation 

 

Pilot questions 2.1 

What is the primary basis of national jurisdiction in taxation? 

Name two principles that extend jurisdiction beyond territorial boundaries. 

What is the difference between exclusive and concurrent jurisdiction in taxation matters? 

How are cross-border tax disputes usually resolved? 

Why does national jurisdiction face limits in international taxation? 
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2.2 Enforcement Of Foreign Residence Law 

2.2.1 Mechanisms of enforcement 

The enforcement of foreign residence law refers to the processes and tools used by 

governments to ensure that individuals and corporations comply with tax obligations across 

borders. Mechanisms include information exchange agreements, mutual assistance treaties, and 

cooperation between tax authorities. These mechanisms allow countries to track income, assets, 

and residence status even when taxpayers operate internationally. 

For example, many countries participate in the Common Reporting Standard (CRS), which 

facilitates the automatic exchange of financial account information between jurisdictions. This 

helps identify taxpayers who may be hiding income abroad. 

Fill in the blank: The ___ Reporting Standard enables automatic exchange of financial account 

information between jurisdictions. 
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Figure 2.2 Mechanisms of enforcement of foreign residence law 

 

2.2.2 Challenges in enforcing foreign residence law 

Enforcing foreign residence law is complex due to differences in legal systems, lack of 

cooperation, and secrecy laws in certain jurisdictions. Tax havens, for instance, often resist 

sharing information, making enforcement difficult. Other challenges include identifying 

beneficial ownership of companies and tracking digital transactions that cross borders. 

These challenges can lead to tax evasion, loss of revenue, and unfair competition. Governments 

must therefore balance enforcement with respect for sovereignty and privacy rights. 
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Fill in the blank: One major challenge in enforcing foreign residence law is identifying the ___ 

ownership of companies. 

 

Box 2.2: Challenges in enforcing foreign residence law 

Challenge 

Category 
Description 2026 Enforcement Barrier 

Verification of 

Presence 

The difficulty of proving exactly 

where a "digital nomad" or mobile 

executive spent 183+ days. 

Reliance on manual passport stamps is 

obsolete; authorities now struggle with 

encrypted flight/travel data. 

Data 

Matching 

(Nexus) 

Linking a foreign bank account 

(via CRS) to a specific domestic 

tax resident. 

Inconsistent Tax ID formats across 

different countries prevent automated 

"perfect matching" of data. 

"Shadow" 

Residency 

Individuals who maintain homes in 

multiple countries to "layer" their 

residence. 

"Tie-breaker" rules in treaties are slow 

to resolve, often requiring years of 

manual Mutual Agreement Procedures 

(MAP). 

Virtual 

Presence 

Determining residence for 

companies or individuals who 

operate entirely in the "Metaverse" 

or via DAOs. 

Traditional "Physical Presence" laws do 

not account for value created by a 

resident through decentralized servers. 

Legal 

Sovereignty 

Conflict between one country’s 

residency laws and another’s data 

privacy protections (e.g., GDPR). 

Foreign banks may refuse to share 

specific transaction details citing local 

privacy laws, despite global treaties. 

Crypto-

Anonymity 

The use of "non-custodial" wallets 

to receive foreign income. 

While CARF tracks exchanges, peer-to-

peer (P2P) transfers of stablecoins 

remain difficult for the NRS to link to a 

resident. 

 

2.2.3 Cooperation between jurisdictions 
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International cooperation is essential for effective enforcement of foreign residence law. 

Countries often sign bilateral or multilateral treaties to share information and assist in tax 

collection. Organisations such as the OECD and the United Nations promote frameworks for 

cooperation, including the exchange of tax information and joint audits. 

Cooperation strengthens enforcement, reduces opportunities for evasion, and ensures fair 

taxation across borders. Without cooperation, enforcement remains limited and ineffective. 

Fill in the blank: International cooperation in taxation is often promoted by organisations such as 

the ___ and the United Nations. 

Table 2.2 Examples of cooperation between jurisdictions in enforcing foreign residence law 

Mechanism Description & 2026 Context Real-World Example 

Double Taxation 

Treaties (DTTs) 

Agreements between two countries 

to prevent taxing the same income 

twice and to exchange information. 

Nigeria-UK Treaty: Prevents a 

Lagos-based consultant from being 

taxed at 100% on UK earnings. 

AEOI / CRS 2.0 

Automatic Exchange of 

Information: Financial institutions 

automatically send non-resident 

account data to local authorities. 

Swiss Bank Reporting: A Nigerian 

resident's bank balance in Geneva is 

automatically "pinged" to the NRS 

in Abuja. 

CARF 

Crypto-Asset Reporting 

Framework: The 2026 standard for 

tracking cross-border crypto and 

NFT transactions. 

Wallet-to-Tax ID Linking: 

Exchanges like Binance share 

transaction data with global tax 

networks to prevent digital evasion. 

Joint Audits 

Two or more tax authorities conduct 

a single, synchronized audit of a 

multinational company. 

The "Naira-Cedi" Audit: Nigeria 

and Ghana jointly auditing a 

regional tech firm to ensure profits 

aren't shifted between them. 

MAP 

Mutual Agreement Procedure: A 

"dispute resolution" office where 

two countries negotiate a settlement 

for a taxpayer. 

Transfer Pricing Disputes: 

Resolving whether a subsidiary's 

management fees were "fair market 

value" or a tax dodge. 
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Mechanism Description & 2026 Context Real-World Example 

Tax Inspectors 

Without Borders 

(TIWB) 

An OECD/UN initiative where 

experts from developed nations help 

local auditors on complex cases. 

Oil & Gas Auditing: Expert 

auditors from Norway assisting the 

NRS in auditing offshore deepwater 

production contracts. 

 

Pilot questions 2.2 

What does enforcement of foreign residence law involve? 

Name one mechanism used to enforce foreign residence law. 

What is one major challenge in enforcing foreign residence law? 

Why is identifying beneficial ownership important in enforcement? 

Which organisations promote international cooperation in taxation? 

 

2.3 Practical Implications Of Jurisdiction And Enforcement 

2.3.1 Case examples of enforcement 

The practical implications of jurisdiction and enforcement can be best understood through case 

examples. When courts assert jurisdiction, they may require taxpayers to disclose foreign income 

or assets. For instance, a resident individual who fails to declare offshore income may face 

penalties once information is shared through international cooperation agreements. 

Similarly, corporations that shift profits to tax havens may be challenged by tax authorities under 

anti-avoidance rules. These cases highlight how enforcement mechanisms are applied in practice 

and demonstrate the importance of compliance with residence laws. 

Fill in the blank: Corporations that shift profits to ___ havens may be challenged under anti-

avoidance rules. 

 

Box 2.3: Case examples of enforcement 
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Case Type Jurisdiction Enforcement Action Key 2026 Precedent 

The "Digital 

Footprint" 

Audit 

Poland vs. 

Cyprus (2025) 

Used cell tower pings and 

social media geotags to 

disprove a "paper" move to 

Cyprus. 

Residence is where you 

physically eat and sleep, 

not where your mailbox 

is located. 

"Center of 

Vital 

Interests" 

France vs. 

UAE (2025) 

Taxed an executive's global 

income because his immediate 

family and primary doctor 

remained in Paris. 

Family ties often 

outweigh the "183-day" 

rule in residency disputes. 

"Force of 

Attraction" 

Nigeria NRS 

(2026) 

Deemed a foreign parent 

company's direct sales to be 

taxable in Nigeria because of 

its local marketing 

subsidiary. 

Having a "footprint" in 

Nigeria can drag 

unrelated offshore sales 

into the tax net. 

The 

"Available 

Home" Test 

Spain TEAC 

(2025) 

Deemed a billionaire a resident 

despite only staying 100 days 

because a luxury villa was 

kept ready for his use. 

Owning a vacant, 

permanent home can 

trigger residency even if 

you travel 260+ days a 

year. 

Crypto-Nexus 

Discovery 

USA vs. 

Anonymous 

(2026) 

Linked a "non-resident" wallet 

to a US citizen via KYC data 

from a domestic utility 

company. 

Digital assets are no 

longer a "safe haven" for 

hiding residency-based 

tax obligations. 

 

2.3.2 Impact on taxpayers and governments 

Jurisdiction and enforcement have significant impacts on both taxpayers and governments. For 

taxpayers, enforcement ensures accountability and discourages tax evasion. It may also increase 

compliance costs, as individuals and corporations must maintain accurate records and report 

foreign income. 

For governments, effective enforcement strengthens revenue collection and promotes fairness in 

the tax system. However, weak enforcement can lead to loss of revenue and undermine trust in 
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taxation. Cooperation between jurisdictions is therefore essential to balance fairness, efficiency, 

and sovereignty. 

Fill in the blank: Weak enforcement of foreign residence law can lead to loss of ___ and 

undermine trust in taxation. 

Figure 2.3 Impacts of enforcement on taxpayers and governments 

 

 

Stakeholder Impact Category 2026 Real-World Consequence 

Governments 
Revenue 

Mobilization 

Closing the "tax gap" provides billions for infrastructure, 

healthcare, and green energy projects. 

 Fiscal Fairness 
Ensures that "high-flyers" and multinationals pay their 

share, reducing the burden on local SMEs. 

 System 

Credibility 

Strengthening enforcement builds public trust that the tax 

system isn't "rigged" for the wealthy. 

Taxpayers 
Compliance 

Costs 

Businesses must invest in "TaxTech" and specialized 

legal counsel to manage dual residency and Pillar II rules. 

 Accountability 
Increased pressure to maintain meticulous records; failure 

to do so results in heavy automated fines. 

 Predictability 

Risk 

Aggressive "force of attraction" audits can lead to 

unexpected tax bills for activities previously thought 

exempt. 

 

Pilot questions 2.3 

What happens when individuals fail to declare offshore income? 

How can corporations be challenged when shifting profits to tax havens? 

Why are treaties important in resolving cross-border disputes? 

What impact does enforcement have on taxpayers? 

How does effective enforcement benefit governments? 
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Series Summary 

This Series has examined the jurisdiction of national courts and the enforcement of foreign 

residence law, which are essential aspects of international taxation. We began by exploring the 

principles of national jurisdiction, including territorial, nationality, and residence bases, and 

considered how courts establish authority in taxation matters as well as the limits of their reach. 

We then studied enforcement mechanisms such as information exchange agreements and the 

Common Reporting Standard, alongside challenges like secrecy laws and lack of cooperation. 

Finally, we analysed practical implications, using case examples to show how enforcement 

affects taxpayers and governments. 

By completing this Series, you should now be able to define the principles of national 

jurisdiction, explain how courts establish authority, analyse the limits of jurisdiction in 

international taxation, describe enforcement mechanisms, evaluate enforcement challenges, 

appraise the role of cooperation, and assess the practical implications for taxpayers and 

governments. These outcomes directly align with the Series Learning Outcomes and provide you 

with a clear understanding of how jurisdiction and enforcement shape international taxation. 

Series Glossary 

Beneficial ownership: The person who ultimately owns or controls an asset, even if 

registered under another name. 

Concurrent jurisdiction: A situation where more than one court has authority to hear a case. 

Exclusive jurisdiction: A situation where only one court has authority to hear a case. 

Jurisdiction: The legal authority of a court to hear and decide cases, including taxation 

matters. 

Mutual assistance treaties: Agreements between countries to help each other enforce tax 

laws and collect taxes. 

National jurisdiction: The authority of a country’s courts to apply its tax laws to individuals 

and corporations. 

OECD (Organisation for Economic Co-operation and Development): An international 

organisation that promotes cooperation in taxation and economic policy. 

Secrecy laws: Laws in certain jurisdictions that restrict the sharing of financial information, 

often used in tax havens. 

Concept Check Questions 2 

Objective questions 

What is the primary basis of national jurisdiction in taxation? (Linked to SLO 2.1) 

Which principle allows a country to tax its citizens even if they live abroad? (Linked to SLO 

2.2) 

National jurisdiction cannot be enforced beyond ___ without cooperation. (Linked to SLO 

2.3) 
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Short-answer questions 

4. Describe one mechanism used to enforce foreign residence law. (Linked to SLO 2.4) 

5. Identify one challenge in enforcing foreign residence law. (Linked to SLO 2.5) 

6. Explain why cooperation between jurisdictions is important in enforcement. (Linked to SLO 

2.6) 

Long-answer questions 

7. Analyse the limits of national jurisdiction in international taxation, giving examples of how 

treaties address these limits. (Linked to SLO 2.3) 

8. Evaluate the practical implications of enforcing foreign residence law for taxpayers and 

governments. (Linked to SLO 2.7) 

Answers to Concept Check Questions 2 

Objective questions 

The primary basis of national jurisdiction in taxation is territorial principles. 

The principle of nationality allows a country to tax its citizens even if they live abroad. 

National jurisdiction cannot be enforced beyond borders without cooperation. 

Short-answer questions 

4. One mechanism used to enforce foreign residence law is the Common Reporting Standard 

(CRS), which enables automatic exchange of financial account information. 

5. A major challenge in enforcing foreign residence law is secrecy laws in tax havens, which 

restrict information sharing. 

6. Cooperation between jurisdictions is important because it strengthens enforcement, reduces 

opportunities for evasion, and ensures fair taxation across borders. 

Long-answer questions 

7. Analyse the limits of national jurisdiction in international taxation, giving examples of 

how treaties address these limits. 

Basic response: National jurisdiction cannot extend beyond borders, so treaties define taxing 

rights and prevent disputes. 

Value-added response: Treaties not only prevent double taxation but also establish 

frameworks for cooperation, information exchange, and dispute resolution, ensuring 

fairness and reducing conflicts between countries. 

Evaluate the practical implications of enforcing foreign residence law for taxpayers and 

governments. 

Basic response: Enforcement ensures accountability for taxpayers and strengthens revenue 

collection for governments. 

Value-added response: Beyond accountability, enforcement promotes fairness, discourages 

evasion, and enhances trust in taxation systems, though it may increase compliance costs 

for taxpayers and require significant resources from governments. 
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Answers to Pilot Questions 2 

Part 2.1 National Jurisdiction Of Courts 

Territorial principles. 

Nationality and residence. 

Exclusive jurisdiction means only one court has authority, concurrent jurisdiction means 

multiple courts share authority. 

Double taxation agreements. 

Jurisdiction cannot be enforced beyond borders. 

Part 2.2 Enforcement Of Foreign Residence Law 

Processes and tools to ensure compliance across borders. 

Common Reporting Standard (CRS). 

Secrecy laws in tax havens. 

It reveals the true controller of assets. 

OECD and United Nations. 

Part 2.3 Practical Implications Of Jurisdiction And Enforcement 

They may face penalties. 

They can be challenged under anti-avoidance rules. 

Treaties help resolve disputes. 

It increases accountability and compliance costs. 

It strengthens revenue collection and fairness. 

References and Attributions 2 

Figure 2.1 Principles of national jurisdiction in taxation: Suggested AI prompt “Generate a 

diagram showing territorial, nationality, and residence principles of jurisdiction in 

taxation.” Search string: “principles of jurisdiction in taxation diagram OER.” 

Box 2.1 Jurisdiction in taxation matters: Suggested AI prompt “Create a box listing types of 

jurisdiction in taxation matters with short explanations.” Search string: “jurisdiction in 

taxation matters OER.” 

Table 2.1 Limits of national jurisdiction in international taxation: Suggested AI prompt 

“Generate a table showing limits of national jurisdiction in taxation, with examples of 

cooperation mechanisms.” Search string: “limits of national jurisdiction in international 

taxation OER.” 

Figure 2.2 Mechanisms of enforcement of foreign residence law: Suggested AI prompt 

“Generate a diagram showing enforcement mechanisms such as CRS, treaties, and 

cooperation between tax authorities.” Search string: “mechanisms of enforcement of 

foreign residence law OER.” 
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Box 2.2 Challenges in enforcing foreign residence law: Suggested AI prompt “Create a box 

listing challenges in enforcing foreign residence law with bullet points.” Search string: 

“challenges in enforcing foreign residence law OER.” 

Table 2.2 Examples of cooperation between jurisdictions: Suggested AI prompt “Generate a 

table listing examples of cooperation such as treaties, joint audits, and information 

exchange.” Search string: “international cooperation in taxation enforcement OER.” 

Box 2.3 Case examples of enforcement: Suggested AI prompt “Create a box listing case 

examples of enforcement of foreign residence law.” Search string: “case examples 

enforcement foreign residence law OER.” 

Figure 2.3 Impacts of enforcement on taxpayers and governments: Suggested AI prompt 

“Generate a diagram showing impacts of enforcement on taxpayers (compliance costs, 

accountability) and governments (revenue, fairness).” Search string: “impacts of 

enforcement foreign residence law OER.” 

 

TAX315 Series 3 Judicial Decisions And Offshore Implications 

Part 1: Judicial decisions in international taxation 

3.1 Principles guiding judicial decisions 

3.2 Landmark cases in residence and taxation 

3.3 Interpretation of treaties by courts 

Part 2: Offshore structures and judicial scrutiny 

3.2.1 Judicial treatment of offshore companies 

3.2.2 Case law on tax havens 

3.2.3 Anti-avoidance rulings 

Part 3: Implications of judicial decisions for taxpayers and governments 

3.3.1 Compliance and taxpayer behaviour 

3.3.2 Policy responses and reforms 

 

Introduction 

In the last Series, we explored jurisdiction and the enforcement of foreign residence law, 

focusing on how countries establish authority and cooperate to ensure compliance. Building on 

that foundation, this Series turns to the role of judicial decisions, which shape the interpretation 

and application of international tax rules. Courts play a crucial role in clarifying complex issues, 

resolving disputes, and setting precedents that influence both taxpayers and governments. 

The aim of this Series is to enable you to analyse judicial decisions in international taxation and 

evaluate their implications for offshore structures, taxpayers, and governments. 

We shall commence this Series by examining the principles guiding judicial decisions and 

reviewing landmark cases that have influenced residence and taxation. Next, we will explore 
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offshore structures and judicial scrutiny, considering how courts treat offshore companies, tax 

havens, and anti-avoidance rulings. Finally, we will conclude by analysing the implications of 

judicial decisions, focusing on compliance, taxpayer behaviour, and policy responses by 

governments. 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

SLO 3.1 define the principles guiding judicial decisions in international taxation, 

SLO 3.2 analyse landmark cases relating to residence and taxation, 

SLO 3.3 explain how courts interpret treaties in taxation matters, 

SLO 3.4 describe judicial treatment of offshore companies, 

SLO 3.5 evaluate case law on tax havens, 

SLO 3.6 appraise anti-avoidance rulings in judicial decisions, 

SLO 3.7 assess the implications of judicial decisions for taxpayer compliance and behaviour, 

and 

SLO 3.8 evaluate policy responses and reforms arising from judicial decisions. 

 

3.1 Judicial Decisions In International Taxation 

3.1.1 Principles guiding judicial decisions 

Judicial decisions in international taxation are guided by principles such as fairness, 

consistency, and respect for international agreements. Courts aim to interpret tax laws in a way 

that balances national interests with global obligations. They often rely on precedents, statutory 

interpretation, and treaty provisions to reach decisions. 

For example, when determining residence, courts may consider both domestic legislation and 

international treaties to ensure that taxpayers are not unfairly subjected to double taxation. 

Fill in the blank: Judicial decisions in taxation are guided by principles of fairness, consistency, 

and respect for ___ agreements. 
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Figure 3.1 Principles guiding judicial decisions in taxation 

 

3.1.2 Landmark cases in residence and taxation 

Landmark cases are judicial decisions that set important precedents in taxation. These cases 

often clarify ambiguous laws, resolve disputes, and influence future rulings. For instance, courts 

have ruled on whether individuals with dual residence should be taxed in one or both 

jurisdictions, and how corporate residence is determined when management is spread across 

countries. 

Such cases are critical because they provide guidance to taxpayers, governments, and legal 

practitioners. They also shape the development of international tax law by establishing standards 

for interpretation. 



 

 LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS 

Fill in the blank: Landmark cases in taxation often set important ___ that influence future 

rulings. 

 Box 3.1: Examples of landmark cases in residence and taxation 

Guiding 

Principle 
Legal Application Case Example (2025–2026) 

Fairness 

(Equity) 

Ensuring taxpayers are taxed 

based on their actual economic 

capacity and "ability to pay," 

regardless of where assets are 

held. 

The Netherlands "Actual Return" Case 

(2025): The Supreme Court struck down a 

tax on "assumed" gains, ruling it unfair to 

tax residents on money they didn't 

actually earn. 

Consistency 

Applying residency rules 

uniformly so that similar 

taxpayers (e.g., two remote 

workers) receive the same 

treatment. 

Abotomey vs. Commissioner (2025): 

Successfully argued for non-residency by 

proving consistent, settled life outside the 

home country, despite frequent business 

trips back. 

Respect for 

Treaties 

Honoring the "Pacta Sunt 

Servanda" (agreements must be 

kept) rule, ensuring domestic 

laws don't arbitrarily override 

global DTAs. 

Tiger Global (2026): While reinforcing 

substance, the court affirmed that valid 

Double Taxation Agreements (DTAs) 

must be respected unless "treaty abuse" is 

explicitly proven. 

Substance over 

Form 

Looking past legal labels to the 

"Head and Brain" (control) of 

an entity or the "Habitual 

Abode" of a person. 

Kirtlan vs. Commissioner (2025): The 

tribunal ruled that professional tax advice 

and "intent to leave" are critical, but 

physical presence and keeping a family 

home remain the dominant evidence. 

Non-

Discrimination 

Ensuring that non-residents are 

not subjected to higher 

administrative burdens or tax 

rates than domestic residents. 

Portuguese Pension Fund (CJEU, 

2025): Stated that a country cannot make 

it harder for a foreign fund to claim relief 

than it does for a local fund. 

 

3.1.3 Interpretation of treaties by courts 
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Treaty interpretation is a key function of courts in international taxation. Treaties are 

agreements between countries that allocate taxing rights and prevent double taxation. Courts 

interpret these treaties to resolve disputes and ensure compliance. 

Interpretation often involves examining the wording of treaties, the intent of the parties, and 

international law principles. Courts may also consider commentaries from organisations such as 

the OECD to guide their decisions. 

Fill in the blank: Courts interpret treaties to allocate taxing rights and prevent ___ taxation. 

 Table 3.1 Methods of treaty interpretation in taxation 

 

 

Method Core Principle 
Primary 

Tool/Reference 
Practical Application 

Objective 

(Textual) 

Focuses on the 

ordinary meaning 

of the words in the 

treaty. 

VCLT Article 

31(1) 

If the treaty says "dividend," what 

does that word mean in standard 

English or the legal context of the 

time it was written? 

Subjective 

(Intentional) 

Seeks to uncover 

the mutual intent 

of the signing 

nations at the time 

of the deal. 

Travaux 

préparatoires 

(Preparatory work) 

Reviewing diplomatic notes and 

meeting minutes to see why a 

specific clause was added. 

Purposive 

(Teleological) 

Interprets terms in 

light of the treaty's 

object and 

purpose. 

Treaty Preamble 

(VCLT Art. 31) 

If a term is ambiguous, choose 

the meaning that best prevents 

double taxation or tax evasion. 

Systemic 

(Contextual) 

Looks at the wider 

legal context, 

including 

subsequent 

agreements. 

VCLT Article 

31(3) 

Taking into account the OECD 

or UN Model Commentaries as 

they stood when the treaty was 

signed. 
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Method Core Principle 
Primary 

Tool/Reference 
Practical Application 

Dynamic 

(Evolutive) 

Assumes that the 

meaning of terms 

can evolve over 

time. 

Case Law (e.g., 

Costa Rica v. 

Nicaragua) 

Deeming that 

"telecommunications" today 

includes internet services, even if 

the 1980 treaty only mentioned 

"telegraphs." 

Domestic Law 

Reference 

Used when a treaty 

term is undefined 

in the text itself. 

OECD Model 

Article 3(2) 

Using the Nigerian definition of 

"royalties" to fill a gap in a 

Nigeria-China tax treaty. 

 

Pilot questions 3.1 

What principles guide judicial decisions in international taxation? 

Why are landmark cases important in taxation? 

What issues do landmark cases often resolve? 

How do courts interpret treaties in taxation matters? 

What role does the OECD play in treaty interpretation? 

 

3.2 Offshore Structures And Judicial Scrutiny 

3.2.1 Judicial treatment of offshore companies 

Offshore companies are entities incorporated in jurisdictions outside the country where their 

owners or operations are based. Courts often scrutinise these companies to determine whether 

they are being used legitimately for business purposes or primarily for tax avoidance. Judicial 

treatment usually involves examining the substance of operations, the location of management, 

and the intent behind incorporation. 

For example, a company registered in a tax haven but managed entirely from another country 

may be deemed resident in the latter jurisdiction for tax purposes. 

Fill in the blank: Courts often examine the ___ of operations to determine the legitimacy of 

offshore companies. 
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Figure 3.2 Judicial treatment of offshore companies 

 

3.2.2 Case law on tax havens 

Case law refers to judicial decisions that establish precedents. In relation to tax havens, courts 

have ruled on issues such as profit shifting, secrecy laws, and the use of shell companies. These 

rulings often highlight the tension between taxpayers seeking to minimise liabilities and 

governments aiming to protect revenue. 

For instance, courts may disregard artificial arrangements designed solely to exploit tax haven 

benefits, applying doctrines such as “substance over form” to ensure fairness. 
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Fill in the blank: Courts may apply the doctrine of “substance over ___” to disregard artificial tax 

arrangements. 

 

Box 3.2: Key case law themes on tax havens 

Theme Judicial Priority Outcome for Taxpayer 

Artificiality 
Does the structure serve 

a business purpose? 

If "No," treaty benefits are denied and income 

is re-attributed. 

Control & 

Management 

Where do the Directors 

actually meet? 

If decisions are made in Nigeria/UK, the 

"Haven" company is taxed as a local resident. 

Transparency 
Is the beneficial owner 

hidden? 

Non-disclosure leads to "Administrative 

Penalties" and loss of tax-deductibility for 

payments. 

 

3.2.3 Anti-avoidance rulings 

Anti-avoidance rulings are judicial decisions aimed at preventing taxpayers from exploiting 

loopholes in tax laws. Courts often interpret legislation broadly to capture arrangements that, 

while technically legal, undermine the spirit of the law. 

These rulings reinforce the principle that taxation should reflect economic reality rather than 

artificial structures. They also serve as a warning to taxpayers that aggressive tax planning may 

be challenged and overturned. 

Fill in the blank: Anti-avoidance rulings ensure that taxation reflects ___ reality rather than 

artificial structures. 

Table 3.2 Examples of anti-avoidance rulings in taxation 
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Case / 

Regulation 
Jurisdiction 

Description of Ruling / 

Clause 

Practical Implications 

(2026) 

BlackRock 

HoldCo 5, LLC 

(2024) 

UK (HMRC) 

Ruled against the use of 

inter-company loans that 

lacked a "commercial 

purpose" other than tax 

reduction. 

Anti-Arbitrage: Prevents 

companies from creating 

"debt" solely to lower their 

taxable profit via interest 

deductions. 

Tiger Global 

(2026) 

India 

(Supreme 

Court) 

Affirmed that tax 

authorities can "pierce the 

veil" of offshore holding 

companies even if they 

have a residency 

certificate. 

Substance over Form: A 

residency certificate is no 

longer a shield if the 

company is a "conduit" 

without real operations. 

The 

"Mandatory 

Disclosure" 

Rule (NTA 

2025) 

Nigeria 

Section 17 of the NTA 

2025 requires taxpayers to 

report any "Tax Planning 

Arrangement" before 

implementing it. 

Proactive Enforcement: If a 

scheme isn't disclosed and is 

later found to be for 

"avoidance," penalties are 

tripled. 

Belgian Holding 

Cases (2025) 

Netherlands 

(Supreme 

Court) 

Ruled that interposing a 

Belgian shell company to 

get a lower dividend 

withholding tax was an 

"abuse of law." 

Beneficial Ownership: You 

must be the true owner of the 

income, not just a 

middleman, to claim treaty 

benefits. 

Pillar Two Top-

up Tax (2026) 

Global / 

Nigeria 

Deems any tax paid below 

15% in a tax haven as 

"underpaid," allowing 

Nigeria to collect the 15% 

"top-up." 

End of 0% Havens: Large 

multinationals can no longer 

"avoid" tax by shifting 

profits to 0% zones; the 

home country will simply tax 

it. 

 

Pilot questions 3.2 

What factors do courts examine when assessing offshore companies? 

Why is case law important in relation to tax havens? 
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What doctrine do courts apply to disregard artificial tax arrangements? 

What is the purpose of anti-avoidance rulings? 

How do anti-avoidance rulings affect taxpayer behaviour? 

 

3.3 Implications Of Judicial Decisions For Taxpayers And Governments 

3.3.1 Compliance and taxpayer behaviour 

Judicial decisions have a direct impact on taxpayer behaviour. When courts rule against 

aggressive tax planning or artificial arrangements, taxpayers are encouraged to adopt more 

compliant practices. These decisions reinforce the principle that taxation should reflect genuine 

economic activity rather than contrived structures. 

For example, rulings that disregard shell companies or profit-shifting schemes send a clear 

message that such practices will not be tolerated. This influences taxpayers to maintain 

transparency and accuracy in reporting. 

Fill in the blank: Judicial decisions encourage taxpayers to adopt more ___ practices by ruling 

against artificial arrangements. 
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Figure 3.3 Judicial decisions and taxpayer behaviour 

 

3.3.2 Policy responses and reforms 

Governments often respond to judicial decisions by introducing policy reforms. These reforms 

may involve tightening legislation, closing loopholes, or strengthening anti-avoidance rules. 

Judicial precedents highlight weaknesses in existing laws, prompting governments to act in order 

to protect revenue and ensure fairness. 

For instance, after landmark rulings on offshore structures, governments may revise tax codes to 

prevent similar avoidance strategies in the future. Judicial decisions therefore serve as catalysts 

for legal and policy development in taxation. 
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Fill in the blank: Judicial decisions often act as ___ for governments to introduce reforms and 

close loopholes. 

 

Box 3.3: Policy responses to judicial decisions 

Response 

Category 
Mechanism Purpose 

Real-World 2026 

Application 

Legislative 

Override 

Passing a new law 

to specifically 

reverse a court's 

interpretation. 

To "protect the 

revenue" when a 

judge opens a 

loophole. 

If a court allows a specific 

offshore deduction, the NTA 

2025 may be amended to 

explicitly ban that exact 

deduction. 

Codification 

Writing a judge’s 

common-law 

principle into the 

official Tax Act. 

To provide 

permanent "Tax 

Certainty" and 

prevent future 

litigation. 

Codifying the "Substance 

Over Form" rule into the 

Nigeria Tax Administration 

Act (NTAA) 2025 following 

the Tiger Global ruling. 

Administrative 

Delay 

Issuing a "Strategic 

Pause" on 

guidelines to re-

verify legal text. 

To resolve clerical 

errors or 

discrepancies 

between gazetted and 

passed law. 

In Jan 2026, the Nigerian 

government paused reform 

guidelines to resolve 

"unintended alterations" in the 

gazetted Acts. 

Procedural 

Reform 

Creating specialized 

tribunals to handle 

disputes faster. 

To reduce the 5–10 

year wait for a High 

Court tax judgment. 

The Supreme Court's 2025 

ruling in TSKJ affirmed the 

Tax Appeal Tribunal (TAT) 

as the mandatory "first-stop" 

for disputes. 

Safe Harbors & 

APAs 

Offering "Advance 

Pricing 

Agreements" to 

bypass courts. 

To allow businesses 

to negotiate tax 

outcomes before a 

dispute starts. 

The NRS now uses APAs to 

lock in transfer pricing rates 

for 3–5 years, keeping 

companies out of the 

courtroom. 
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Response 

Category 
Mechanism Purpose 

Real-World 2026 

Application 

Judicial 

Deference 

Courts yielding to a 

tax agency's 

"expert" 

interpretation. 

To ensure technical 

tax matters are 

handled by experts, 

not generalist judges. 

A shifting global trend where 

courts (like in the US Loper 

Bright fallout) now check if 

tax agencies have overstepped 

their bounds. 

 

Pilot questions 3.3 

How do judicial decisions influence taxpayer behaviour? 

Why do courts discourage artificial tax arrangements? 

What role do judicial decisions play in shaping government policy? 

Give one example of a policy response to judicial decisions. 

Why are judicial decisions considered catalysts for reforms in taxation? 

 

Series Summary 

This Series has focused on judicial decisions and their offshore implications, highlighting the 

role of courts in shaping international taxation. We began by examining the principles guiding 

judicial decisions, including fairness, consistency, and respect for international agreements, 

before moving on to landmark cases that clarified residence and taxation issues. We then 

explored offshore structures and judicial scrutiny, looking at how courts treat offshore 

companies, tax havens, and anti-avoidance rulings. Finally, we considered the implications of 

judicial decisions for taxpayers and governments, particularly in terms of compliance, behaviour, 

and policy reforms. 

By completing this Series, you should now be able to define the principles guiding judicial 

decisions, analyse landmark cases, explain treaty interpretation, describe judicial treatment of 

offshore companies, evaluate case law on tax havens, appraise anti-avoidance rulings, and assess 

the broader implications for taxpayers and governments. These outcomes align with the Series 

Learning Outcomes and provide you with a deeper understanding of how judicial decisions 

influence both practice and policy in international taxation. 

Series Glossary 

Anti-avoidance rulings: Judicial decisions aimed at preventing taxpayers from exploiting 

loopholes in tax laws. 

Case law: Judicial decisions that establish precedents and guide future rulings. 

Judicial decisions: Court rulings that interpret and apply tax laws, treaties, and principles. 
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Landmark cases: Significant judicial decisions that set important precedents in taxation. 

Offshore companies: Entities incorporated in jurisdictions outside the country where their 

owners or operations are based. 

Policy reforms: Changes introduced by governments in response to judicial decisions, often 

to close loopholes or strengthen laws. 

Substance over form: A legal doctrine where courts prioritise the economic reality of 

transactions over their legal structure. 

Treaty interpretation: The process by which courts examine and apply international 

agreements to resolve tax disputes. 

Concept Check Questions 3 

Objective questions 

Which principles guide judicial decisions in international taxation? (Linked to SLO 3.1) 

Landmark cases in taxation often set important ___ that influence future rulings. (Linked to 

SLO 3.2) 

Courts interpret treaties to allocate taxing rights and prevent ___ taxation. (Linked to SLO 

3.3) 

Short-answer questions 

4. Describe one factor courts examine when assessing offshore companies. (Linked to SLO 3.4) 

5. Identify one key theme in case law on tax havens. (Linked to SLO 3.5) 

6. Explain the purpose of anti-avoidance rulings. (Linked to SLO 3.6) 

Long-answer questions 

7. Analyse how landmark judicial decisions have influenced residence and taxation, giving 

examples. (Linked to SLO 3.2) 

8. Evaluate the implications of judicial decisions for taxpayers and governments, focusing on 

compliance and policy reforms. (Linked to SLO 3.7 & SLO 3.8) 

Answers to Concept Check Questions 3 

Objective questions 

Judicial decisions are guided by fairness, consistency, and respect for international 

agreements. 

Landmark cases set important precedents that influence future rulings. 

Courts interpret treaties to allocate taxing rights and prevent double taxation. 

Short-answer questions 

4. Courts examine the substance of operations, such as where management and control are 

exercised. 

5. One key theme in case law on tax havens is profit shifting through artificial arrangements. 

6. Anti-avoidance rulings aim to prevent exploitation of loopholes and ensure taxation 

reflects economic reality. 
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Long-answer questions 

7. Analyse how landmark judicial decisions have influenced residence and taxation, giving 

examples. 

Basic response: Landmark cases clarify ambiguous laws and resolve disputes about residence 

and taxation. 

Value-added response: Beyond clarification, landmark cases establish precedents that shape 

international tax law, influence treaty interpretation, and guide taxpayer behaviour, such 

as rulings on dual residence or corporate management location. 

Evaluate the implications of judicial decisions for taxpayers and governments, focusing 

on compliance and policy reforms. 

Basic response: Judicial decisions encourage compliance among taxpayers and prompt 

governments to introduce reforms. 

Value-added response: Judicial decisions not only strengthen compliance and revenue 

collection but also act as catalysts for legal development, closing loopholes, promoting 

fairness, and shaping long-term policy reforms. 

 

Answers to Pilot Questions 3 

Part 3.1 Judicial Decisions In International Taxation 

Fairness, consistency, and respect for international agreements. 

They set precedents that guide future rulings. 

Issues such as dual residence and corporate residence. 

By examining wording, intent, and international law principles. 

The OECD provides commentaries that guide interpretation. 

Part 3.2 Offshore Structures And Judicial Scrutiny 

Substance of operations, location of management, and intent. 

It establishes precedents and clarifies disputes. 

Substance over form. 

To prevent exploitation of loopholes and ensure fairness. 

They discourage aggressive tax planning and promote compliance. 

Part 3.3 Implications Of Judicial Decisions For Taxpayers And Governments 

They encourage compliance and transparency. 

Because they undermine fairness and economic reality. 

They highlight weaknesses in laws and prompt reforms. 

Revising tax codes after landmark rulings. 

They act as catalysts for reforms and legal development. 
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References and Attributions 3 

Figure 3.1 Principles guiding judicial decisions in taxation: Suggested AI prompt “Generate a 

diagram showing fairness, consistency, and respect for international agreements as 

principles guiding judicial decisions.” Search string: “principles guiding judicial 

decisions in taxation OER.” 

Box 3.1 Examples of landmark cases in residence and taxation: Suggested AI prompt “Create 

a box listing examples of landmark cases in residence and taxation.” Search string: 

“landmark cases residence taxation OER.” 

Table 3.1 Methods of treaty interpretation in taxation: Suggested AI prompt “Generate a 

table showing methods of treaty interpretation such as wording, intent, and international 

law principles.” Search string: “methods of treaty interpretation in taxation OER.” 

Figure 3.2 Judicial treatment of offshore companies: Suggested AI prompt “Generate a 

diagram showing how courts assess offshore companies based on substance, 

management, and intent.” Search string: “judicial treatment of offshore companies 

diagram OER.” 

Box 3.2 Key case law themes on tax havens: Suggested AI prompt “Create a box listing key 

case law themes on tax havens.” Search string: “case law tax havens OER.” 

Table 3.2 Examples of anti-avoidance rulings in taxation: Suggested AI prompt “Generate a 

table listing examples of anti-avoidance rulings with brief descriptions of their 

implications.” Search string: “anti-avoidance rulings taxation OER.” 

Figure 3.3 Judicial decisions and taxpayer behaviour: Suggested AI prompt “Generate a 

diagram showing judicial decisions leading to compliance, transparency, and accurate 

reporting.” Search string: “judicial decisions taxpayer behaviour OER.” 

Box 3.3 Policy responses to judicial decisions: Suggested AI prompt “Create a box listing 

policy responses to judicial decisions in taxation.” Search string: “policy responses 

judicial decisions taxation OER.” 

 

 

TAX315 Series 4 Foreign Income, Remittance Basis, And Relief 

Measures 

Part 1: Foreign income and taxation principles 

4.1 Definition and scope of foreign income 

4.2 Taxation of foreign income under residence rules 

4.3 Double taxation concerns 

Part 2: The remittance basis of taxation 

4.2.1 Concept of remittance basis 

4.2.2 Application to individuals and corporations 

4.2.3 Advantages and limitations 

Part 3: Relief measures in international taxation 

4.3.1 Double taxation relief 
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4.3.2 Unilateral and bilateral relief mechanisms 

4.3.3 Practical implications for taxpayers 

 

Introduction 

In the previous Series, we examined judicial decisions and offshore implications, focusing on 

how courts interpret tax laws and treaties. Building on that foundation, this Series turns to 

foreign income, the remittance basis of taxation, and relief measures. These topics are crucial 

because they directly affect how individuals and corporations are taxed when earning income 

across borders. 

The aim of this Series is to equip you with the knowledge to analyse foreign income taxation, 

explain the remittance basis, and evaluate relief measures designed to prevent double taxation. 

We shall commence this Series by defining foreign income and exploring how it is taxed under 

residence rules, while also considering the challenges of double taxation. Next, we will examine 

the remittance basis of taxation, looking at its application, advantages, and limitations. Finally, 

we will conclude by analysing relief measures, including unilateral and bilateral mechanisms, 

and their practical implications for taxpayers. 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

SLO 4.1 define foreign income and explain its scope in taxation, 

SLO 4.2 analyse how foreign income is taxed under residence rules, 

SLO 4.3 evaluate the challenges of double taxation in international taxation, 

SLO 4.4 describe the concept of the remittance basis of taxation, 

SLO 4.5 explain how the remittance basis applies to individuals and corporations, 

SLO 4.6 appraise the advantages and limitations of the remittance basis, 

SLO 4.7 define double taxation relief and distinguish between unilateral and bilateral 

mechanisms, and 

SLO 4.8 assess the practical implications of relief measures for taxpayers. 

 

4.1 Foreign Income And Taxation Principles 

4.1.1 Definition and scope of foreign income 

Foreign income refers to earnings received from outside a taxpayer’s country of residence. This 

may include salaries, dividends, interest, royalties, or profits generated abroad. The scope of 

foreign income is broad, covering both individuals and corporations, and it plays a crucial role in 

international taxation. 
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Foreign income is often subject to taxation in the country of residence, but rules vary depending 

on national legislation and international agreements. Understanding its scope helps taxpayers 

anticipate obligations and avoid unintentional non-compliance. 

Fill in the blank: Foreign income includes earnings such as salaries, dividends, interest, and ___ 

generated abroad. 

Figure 4.1 Types of foreign income 

 

4.1.2 Taxation of foreign income under residence rules 
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Under residence rules, taxpayers are generally taxed on their worldwide income if they are 

considered resident in a country. This means that foreign income is included in their taxable 

base, regardless of where it was earned. 

For example, a resident individual who earns dividends from a company abroad must declare 

them in their home country. Similarly, corporations may be taxed on profits earned overseas if 

they are managed or incorporated domestically. 

Fill in the blank: Under residence rules, taxpayers are taxed on their ___ income if they are 

considered resident. 

 Box 4.1: Taxation of foreign income under residence rules 

 

 

Income 

Category 
Taxation Rule (Resident) Tax Treatment / Relief 

Salary & 

Wages 

Taxable on worldwide basis if 

the individual is a Nigerian tax 

resident. 

Relief via Foreign Tax Credit (FTC) if 

tax was already paid in the country of 

employment. 

Dividends 
Taxable in Nigeria, even if paid 

by a non-resident company. 

Exemption applies if dividends are 

repatriated through official channels 

(under specific NTA 2025 conditions). 

Interest Taxable as part of total income. 

WHT (Withholding Tax) paid abroad 

can be used to offset Nigerian tax liability 

under a DTT. 

Royalties 

Taxable in Nigeria if the 

intellectual property (IP) is 

owned by a resident. 

Subject to Transfer Pricing (TP) scrutiny 

to ensure the royalty rate is "Arm's 

Length." 

Business 

Profits 

Taxable in Nigeria if the 

resident company has control 

over the foreign entity. 

CFC Rules: Undistributed profits of 

foreign subsidiaries may be "deemed 

distributed" and taxed. 
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Income 

Category 
Taxation Rule (Resident) Tax Treatment / Relief 

Chargeable 

Gains 

Gains from disposal of foreign 

assets (property, stocks) are 

taxable. 

Now merged with regular income rates 

(15%–25% for individuals; 30% for 

companies). 

Digital/Crypto 

Gains from virtual assets/tokens 

are explicitly taxable as regular 

income. 

Calculated based on the Naira value at 

the time of the transaction (CBN official 

rate). 

 

4.1.3 Double taxation concerns 

A major challenge in taxing foreign income is double taxation, which occurs when the same 

income is taxed in both the source country and the residence country. This can discourage cross-

border trade and investment, and create unfair burdens for taxpayers. 

To address this, countries often enter into double taxation treaties or provide unilateral relief 

measures. These mechanisms ensure that taxpayers are not taxed twice on the same income, 

promoting fairness and international cooperation. 

Fill in the blank: Double taxation occurs when the same income is taxed in both the ___ country 

and the residence country. 

Table 4.1 Double taxation concerns and relief measures 

 

 

Scenario Type of Concern 
Primary Relief 

Measure 
Example (2026 Context) 

Cross-Border 

Employment 

Juridical: Individual is 

taxed on salary in the 

country of work (Source) 

and country of home 

(Residence). 

Tax Credit 

Method 

A Nigerian consultant in the 

UK pays UK tax; the NRS 

allows those UK taxes to be 

deducted from their Nigerian 

tax bill. 
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Scenario Type of Concern 
Primary Relief 

Measure 
Example (2026 Context) 

Foreign 

Dividends 

Economic: Profits are 

taxed at the corporate 

level abroad and again as 

personal income at 

home. 

Participation 

Exemption 

Under the NTA 2025, certain 

dividends from foreign 

subsidiaries are exempt in 

Nigeria if they meet specific 

"official channel" rules. 

No Tax Treaty 

Exists 

Overlap Risk: No 

formal agreement 

between two nations, 

leading to potential "Tax 

Wars." 

Unilateral 

Relief 

Even without a treaty, Nigeria 

provides a Foreign Tax 

Credit for taxes paid in a 

foreign source country to 

prevent extreme hardship. 

Dual 

Residency 

Conflicting Claims: 

Two countries both claim 

the taxpayer is a 

"resident" based on 

different local laws. 

Tie-Breaker 

Rules 

A treaty uses a hierarchy 

(Permanent Home 

$\rightarrow$ Center of Vital 

Interests $\rightarrow$ 

Habitual Abode) to decide the 

winner. 

Global 

Minimum Tax 

Under-taxation: Profits 

held in a 0% tax haven to 

avoid any tax. 

Pillar Two Top-

up Tax 

If a Nigerian firm pays 0% in 

a haven, the NRS collects a 

15% "top-up" tax to ensure 

global fairness. 

Remote 

Services 

Digital Presence: A 

company has no office 

but earns millions via 

apps in a foreign market. 

Significant 

Economic 

Presence (SEP) 

Nigeria taxes digital 

companies (e.g., Netflix, 

Meta) based on their Nigerian 

revenue, regardless of 

physical residence. 

 

Pilot questions 4.1 

What is foreign income? 

Give two examples of foreign income. 

How is foreign income taxed under residence rules? 

What is double taxation? 
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How can double taxation be addressed? 

 

4.2 The Remittance Basis Of Taxation 

4.2.1 Concept of remittance basis 

The remittance basis is a method of taxation where foreign income is taxed only if it is brought 

into, or remitted to, the taxpayer’s country of residence. This means that income earned abroad 

may remain untaxed if it is kept outside the country. 

This system is often applied to individuals who are resident but not domiciled in a country, 

allowing them to limit their tax liability to income actually remitted. It is designed to encourage 

investment and mobility, but it can also create opportunities for tax planning. 

Fill in the blank: Under the remittance basis, foreign income is taxed only if it is ___ to the 

country of residence. 
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Figure 4.2 Concept of remittance basis of taxation 

 

4.2.2 Application to individuals and corporations 

The remittance basis applies differently to individuals and corporations. For individuals, it 

often depends on their residence and domicile status. A resident but non-domiciled individual 

may choose to be taxed on the remittance basis, meaning only income brought into the country is 

taxed. 

For corporations, the application is more complex. Courts and tax authorities examine whether 

profits earned abroad are remitted or reinvested, and whether management decisions are made 

domestically. 
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Fill in the blank: A resident but non-domiciled individual may choose to be taxed only on 

income ___ into the country. 

 

Box 4.2: Application of remittance basis 

Basis When is Tax Due? Example 

Arising Basis 
As soon as the money is 

earned. 

A Nigerian freelancer earns $1,000; they owe tax 

now, even if the money is in a PayPal account. 

Remittance 

Basis 

Only when the money 

"touches" the home soil. 

A resident earns $1,000 in London; they owe $0 in 

Nigeria until they transfer it to an Access Bank 

account. 

 

4.2.3 Advantages and limitations 

The remittance basis offers several advantages, such as reducing tax liability for individuals 

with significant foreign income and encouraging international investment. It can also simplify 

taxation for those who earn abroad but spend domestically. 

However, there are limitations. Tax authorities may impose charges or restrict eligibility, and 

taxpayers may face uncertainty about what constitutes remittance. Additionally, this system can 

be criticised for favouring wealthy individuals who can afford to keep income offshore. 

Fill in the blank: One limitation of the remittance basis is uncertainty about what constitutes ___ 

for taxation purposes. 

Table 4.2 Advantages and limitations of remittance basis taxation 

 

 

Feature Advantages (Pros) Limitations (Cons) 

For the 

Taxpayer 

Tax Deferral: Foreign income is 

only taxed when needed locally, 

allowing wealth to grow tax-free 

offshore. 

Loss of Allowances: Claiming this 

basis often means losing tax-free 

personal allowances (e.g., the ₦800k 

threshold in Nigeria). 
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Feature Advantages (Pros) Limitations (Cons) 

 

Investment Flexibility: Encourages 

keeping capital in global markets 

without immediate domestic tax 

friction. 

"Mixed Fund" Trap: Accidentally 

paying a local bill with an offshore 

account can trigger an audit of the 

entire account. 

 
Privacy: Minimizes the need to 

disclose the full extent of global 

wealth unless it is brought home. 

High Compliance Costs: Requires 

strict separation of "Clean Capital" 

from "Income" across multiple bank 

accounts. 

For the 

Government 

Attracting Talent: Acts as a 

"magnet" for high-net-worth 

individuals and experts who bring 

investment. 

Revenue Leakage: Significant wealth 

remains outside the tax net, 

potentially increasing the gap in 

public funding. 

 

Encourages Inflows: Taxing only 

remittances creates a "price" for 

bringing money into the local 

economy. 

Administrative Burden: Extremely 

difficult to police. Authorities must 

track the source of every wire 

transfer. 

 

Economic Competitiveness: Helps 

the country compete with other 

regional hubs (e.g., Nigeria vs. 

Mauritius/UAE). 

Perceived Unfairness: Can be seen 

as a "loophole" for the rich, while 

local citizens are taxed on every kobo 

earned. 

 

Pilot questions 4.2 

What is the remittance basis of taxation? 

Who can elect to use the remittance basis? 

How does the remittance basis apply to corporations? 

What is one advantage of the remittance basis? 

What is one limitation of the remittance basis? 

 

4.3 Relief Measures In International Taxation 
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4.3.1 Double taxation relief 

Double taxation relief refers to measures designed to prevent the same income from being taxed 

twice, once in the source country and again in the residence country. Relief ensures fairness and 

encourages cross-border trade and investment. 

Relief can be provided through treaties or domestic legislation. Treaties allocate taxing rights 

between countries, while domestic laws may allow credits or exemptions for taxes paid abroad. 

Fill in the blank: Double taxation relief ensures that the same income is not taxed twice in the 

___ and residence country. 
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Figure 4.3 Double taxation relief mechanisms 

 

4.3.2 Unilateral and bilateral relief mechanisms 

Relief measures can be unilateral or bilateral. Unilateral relief is provided by a country’s 

domestic law, allowing taxpayers to claim credits or exemptions for foreign taxes paid. Bilateral 

relief arises from treaties between two countries, which allocate taxing rights and prevent 

overlap. 

For example, a country may grant unilateral relief by allowing a credit for foreign tax paid on 

dividends. Bilateral treaties, on the other hand, may specify that only one country has the right to 

tax certain types of income. 
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Fill in the blank: Relief measures can be unilateral, provided by domestic law, or ___, arising 

from treaties between countries. 

 

Box 4.3: Types of relief mechanisms 

Feature Unilateral Relief Bilateral (Treaty) Relief 

Legal Source 
Domestic Law (e.g., NTA 

2025) 
International Treaty (DTA) 

Availability Always available to residents Only available if a treaty exists 

Benefit Level Basic (usually Credit only) Higher (Reduced rates & Exemptions) 

Dispute 

Resolution 
Handled in local courts 

Handled via MAP (Government-to-

Gov) 

 

4.3.3 Practical implications for taxpayers 

Relief measures have important practical implications for taxpayers. They reduce the risk of 

double taxation, encourage compliance, and promote international mobility. Taxpayers benefit 

from clarity and fairness, while governments maintain revenue without discouraging cross-

border activity. 

However, relief measures can be complex, requiring careful documentation and understanding of 

treaties. Taxpayers must ensure they claim relief correctly to avoid disputes or penalties. 

Fill in the blank: Relief measures reduce the risk of ___ taxation and promote fairness for 

taxpayers. 

Table 4.3 Practical implications of relief measures for taxpayers 
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Implication 

Area 
Impact of Relief Measures Real-World 2026 Outcome 

Double 

Taxation 

Prevents "confiscatory" tax rates 

where a taxpayer pays >50% of 

income to two different states. 

Enhanced Profitability: A Nigerian 

firm expanding to Ghana retains 70% 

of profits instead of losing them to "tax 

friction." 

Taxpayer 

Compliance 

Relief often simplifies the 

documentation needed for foreign 

income (e.g., standardizing credit 

certificates). 

Reduced Audit Risk: Taxpayers using 

a "One-Stop Shop" portal can report 

income to one authority that shares it 

with others. 

Labor 

Mobility 

Prevents "brain drain" by ensuring 

remote workers aren't penalized for 

living in a different country than 

their employer. 

Global Talent Access: A Lagos-based 

dev can work for a NYC firm without 

the NYC firm fearing "Permanent 

Establishment" tax. 

Investment 

Flow 

Lower withholding tax (WHT) rates 

in treaties encourage the flow of 

dividends and interest between 

nations. 

Capital Injection: Lower tax on 

foreign loans (e.g., 5% instead of 15%) 

makes it cheaper for Nigerian SMEs to 

borrow from abroad. 

Legal 

Certainty 

Bilateral treaties provide "Tie-

Breaker" rules that stop two 

countries from fighting over the 

same resident. 

Dispute Avoidance: Conflicts are 

resolved via the Mutual Agreement 

Procedure (MAP) rather than decades 

of court cases. 

Fairness 

(Equity) 

Unilateral relief ensures even those 

in countries without treaties are 

treated fairly by their home 

government. 

Fiscal Justice: Freelancers working for 

clients in "unregulated" zones still get a 

tax credit in Nigeria (NTA 2025). 

 

Pilot questions 4.3 

What is double taxation relief? 

How can relief be provided? 

What is unilateral relief? 
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What is bilateral relief? 

What are the practical implications of relief measures for taxpayers? 

Series Summary 

This Series has examined foreign income, the remittance basis of taxation, and relief measures, 

all of which are central to understanding international tax obligations. We began by defining 

foreign income and exploring how it is taxed under residence rules, while also considering the 

challenges posed by double taxation. We then moved on to the remittance basis of taxation, 

looking at its concept, application to individuals and corporations, and its advantages and 

limitations. Finally, we analysed relief measures, distinguishing between unilateral and bilateral 

mechanisms and considering their practical implications for taxpayers. 

By completing this Series, you should now be able to define foreign income, analyse its taxation 

under residence rules, evaluate double taxation concerns, describe the remittance basis, explain 

its application, appraise its advantages and limitations, and assess relief measures and their 

implications. These outcomes align with the Series Learning Outcomes and provide you with 

practical knowledge to navigate taxation in cross-border contexts. 

Series Glossary 

Bilateral relief: Relief from double taxation provided through treaties between two 

countries. 

Double taxation: When the same income is taxed in both the source country and the 

residence country. 

Double taxation relief: Measures designed to prevent the same income from being taxed 

twice. 

Foreign income: Earnings received from outside a taxpayer’s country of residence, such as 

salaries, dividends, or profits. 

Remittance basis: A method of taxation where foreign income is taxed only if it is brought 

into the country of residence. 

Residence rules: Taxation principles that determine liability based on whether a taxpayer is 

resident in a country. 

Unilateral relief: Relief from double taxation provided by a country’s domestic law, without 

requiring a treaty. 

Concept Check Questions 4 

Objective questions 

Foreign income includes earnings such as salaries, dividends, interest, and ___ generated 

abroad. (Linked to SLO 4.1) 

Under residence rules, taxpayers are taxed on their ___ income if they are considered 

resident. (Linked to SLO 4.2) 

Double taxation occurs when the same income is taxed in both the ___ country and the 

residence country. (Linked to SLO 4.3) 
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Short-answer questions 

4. Define the remittance basis of taxation. (Linked to SLO 4.4) 

5. Explain how the remittance basis applies to individuals. (Linked to SLO 4.5) 

6. Identify one advantage and one limitation of the remittance basis. (Linked to SLO 4.6) 

7. Distinguish between unilateral and bilateral relief mechanisms. (Linked to SLO 4.7) 

Long-answer questions 

8. Analyse the challenges of double taxation and explain how relief measures address them. 

(Linked to SLO 4.3 & SLO 4.7) 

9. Evaluate the practical implications of relief measures for taxpayers, giving examples. (Linked 

to SLO 4.8) 

Answers to Concept Check Questions 4 

Objective questions 

Foreign income includes earnings such as salaries, dividends, interest, and profits generated 

abroad. 

Under residence rules, taxpayers are taxed on their worldwide income if they are considered 

resident. 

Double taxation occurs when the same income is taxed in both the source country and the 

residence country. 

Short-answer questions 

4. The remittance basis of taxation is a method where foreign income is taxed only if it is 

brought into the country of residence. 

5. For individuals, particularly those who are resident but not domiciled, the remittance basis 

allows them to be taxed only on income remitted into the country. 

6. One advantage is reduced tax liability for individuals with significant foreign income. One 

limitation is uncertainty about what constitutes remittance. 

7. Unilateral relief is provided by domestic law, allowing credits or exemptions for foreign taxes 

paid. Bilateral relief arises from treaties between two countries that allocate taxing rights. 

Long-answer questions 

8. Analyse the challenges of double taxation and explain how relief measures address them. 

Basic response: Double taxation occurs when income is taxed in both source and residence 

countries, and relief measures prevent this by offering credits or exemptions. 

Value-added response: Relief measures not only prevent double taxation but also promote 

fairness, encourage cross-border trade, and strengthen international cooperation through 

treaties and domestic legislation. 

Evaluate the practical implications of relief measures for taxpayers, giving examples. 

Basic response: Relief measures reduce double taxation and promote compliance. 
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Value-added response: Relief measures also enhance international mobility, encourage 

investment, and provide clarity. However, they require careful documentation and 

understanding of treaties, as seen in bilateral agreements that allocate taxing rights for 

dividends or royalties. 

 

Answers to Pilot Questions 4 

Part 4.1 Foreign Income And Taxation Principles 

Earnings received from outside a taxpayer’s country of residence. 

Salaries and dividends. 

Residents are taxed on worldwide income. 

When the same income is taxed in both source and residence countries. 

Through treaties or unilateral relief measures. 

Part 4.2 The Remittance Basis Of Taxation 

A method where foreign income is taxed only if remitted to the country of residence. 

Resident but non-domiciled individuals. 

Corporations are assessed if profits abroad are remitted or managed domestically. 

It reduces tax liability for individuals with foreign income. 

Uncertainty about what constitutes remittance. 

Part 4.3 Relief Measures In International Taxation 

Measures to prevent the same income being taxed twice. 

Through treaties or domestic legislation. 

Relief provided by domestic law. 

Relief provided by treaties between countries. 

They reduce double taxation, encourage compliance, and promote fairness. 

References and Attributions 4 

Figure 4.1 Types of foreign income: Suggested AI prompt “Generate a diagram showing 

categories of foreign income such as salary, dividends, interest, royalties, and profits.” 

Search string: “types of foreign income diagram OER.” 

Box 4.1 Taxation of foreign income under residence rules: Suggested AI prompt “Create a 

box listing taxation rules for foreign income under residence principles.” Search string: 

“residence rules taxation foreign income OER.” 

Table 4.1 Double taxation concerns and relief measures: Suggested AI prompt “Generate a 

table showing examples of double taxation concerns and relief measures such as treaties 

and unilateral relief.” Search string: “double taxation concerns and relief measures OER.” 
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Figure 4.2 Concept of remittance basis of taxation: Suggested AI prompt “Generate a 

diagram showing remittance basis taxation, with foreign income abroad and remitted 

income taxed.” Search string: “remittance basis taxation diagram OER.” 

Box 4.2 Application of remittance basis: Suggested AI prompt “Create a box listing how 

remittance basis applies to individuals and corporations.” Search string: “remittance basis 

taxation individuals corporations OER.” 

Table 4.2 Advantages and limitations of remittance basis taxation: Suggested AI prompt 

“Generate a table listing advantages and limitations of remittance basis taxation.” Search 

string: “advantages limitations remittance basis taxation OER.” 

Figure 4.3 Double taxation relief mechanisms: Suggested AI prompt “Generate a diagram 

showing double taxation relief through treaties and domestic legislation.” Search string: 

“double taxation relief diagram OER.” 

Box 4.3 Types of relief mechanisms: Suggested AI prompt “Create a box listing unilateral 

and bilateral relief mechanisms with short explanations.” Search string: “unilateral 

bilateral relief taxation OER.” 

Table 4.3 Practical implications of relief measures for taxpayers: Suggested AI prompt 

“Generate a table showing practical implications of relief measures such as reduced 

double taxation, compliance, and mobility.” Search string: “practical implications relief 

measures taxation OER.” 

 

 

TAX315 Series 5 Offshore Business Taxation And Capital Gain 

Part 1: Offshore business taxation principles 

5.1 Definition and scope of offshore business taxation 

5.2 Taxation of offshore profits 

5.3 Challenges in offshore business taxation 

Part 2: Capital gains in international taxation 

5.2.1 Concept of capital gains 

5.2.2 Taxation of capital gains across jurisdictions 

5.2.3 Case law and practical examples 

Part 3: Policy responses and implications 

5.3.1 Anti-avoidance measures in offshore taxation 

5.3.2 Government strategies for taxing capital gains 

5.3.3 Implications for businesses and investors 

 

Introduction 

In the last Series, we explored foreign income, the remittance basis of taxation, and relief 

measures, focusing on how individuals and corporations manage cross-border earnings. Building 

on that foundation, this Series turns to offshore business taxation and capital gains, both of which 
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are critical in shaping international tax policy and practice. Offshore structures and capital 

transactions often attract scrutiny because they can be used for tax planning, avoidance, or 

legitimate investment strategies. 

The aim of this Series is to enable you to analyse offshore business taxation, explain the concept 

and treatment of capital gains, and evaluate policy responses and their implications for 

businesses and investors. 

We shall commence this Series by defining offshore business taxation and examining how 

profits are taxed, while also considering the challenges involved. Next, we will explore capital 

gains in international taxation, looking at their concept, cross-jurisdictional treatment, and 

relevant case law. Finally, we will conclude by analysing policy responses, including anti-

avoidance measures, government strategies, and the broader implications for businesses and 

investors. 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

SLO 5.1 define offshore business taxation and explain its scope, 

SLO 5.2 analyse how offshore profits are taxed, 

SLO 5.3 evaluate the challenges in offshore business taxation, 

SLO 5.4 describe the concept of capital gains in international taxation, 

SLO 5.5 explain how capital gains are taxed across jurisdictions, 

SLO 5.6 appraise case law and practical examples relating to capital gains, 

SLO 5.7 evaluate anti-avoidance measures in offshore taxation, 

SLO 5.8 assess government strategies for taxing capital gains, and 

SLO 5.9 analyse the implications of offshore taxation and capital gains for businesses and 

investors. 

 

5.1 Offshore Business Taxation Principles 

5.1.1 Definition and scope of offshore business taxation 

Offshore business taxation refers to the rules and practices governing how profits earned by 

businesses operating outside their home country are taxed. Offshore businesses are often 

incorporated in jurisdictions with favourable tax regimes, sometimes called tax havens, to reduce 

their overall tax liability. 

The scope of offshore taxation includes profits from trading, investment, and services conducted 

abroad. It also covers issues such as transfer pricing, residency of corporations, and the use of 

subsidiaries. 
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Fill in the blank: Offshore business taxation governs how profits earned by businesses operating 

___ their home country are taxed. 

Figure 5.1 Scope of offshore business taxation 

 

5.1.2 Taxation of offshore profits 

Offshore profits are earnings generated by businesses outside their country of incorporation or 

management. Taxation of these profits depends on residence rules, controlled foreign company 

(CFC) regulations, and double taxation treaties. 
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Some countries tax worldwide income, meaning offshore profits are included in the taxable base. 

Others allow exemptions or reduced rates if profits are kept abroad. Courts and tax authorities 

often examine whether profits are genuinely earned offshore or artificially shifted to reduce tax 

liability. 

Fill in the blank: Some countries tax worldwide income, meaning offshore profits are included in 

the ___ base. 

 

Box 5.1: Taxation of offshore profits 

Rule 

Category 
Description & 2026 Application Key Compliance Requirement 

Worldwide 

Income 

Residents (individuals/companies) are taxed 

on income from all sources, whether earned 

in Nigeria or abroad. 

Income is "deemed to accrue" 

even if it is not brought back 

into Nigeria. 

CFC Rules 

Controlled Foreign Company rules tax the 

undistributed profits of offshore subsidiaries 

controlled by Nigerian parents. 

Nigerian parent companies must 

declare profits of foreign 

subsidiaries if they "could have" 

paid dividends. 

Minimum 

ETR (15%) 

Aligned with OECD Pillar II, large 

multinationals or companies with ≥₦50 

billion turnover must meet a 15% effective 

tax rate. 

A "Top-up Tax" is payable in 

Nigeria if the offshore tax paid 

is below 15%. 

Double Tax 

Treaties 

Nigeria uses DTTs (e.g., UK, China, South 

Africa) to prevent taxing the same income 

twice. 

Taxpayers can claim a Tax 

Credit for taxes already paid in 

a treaty country. 

Unilateral 

Relief 

Relief provided by the NRS for taxes paid in 

countries where Nigeria has no formal 

treaty. 

Foreign tax paid is allowed as a 

deduction or credit to prevent 

double taxation. 

Force of 

Attraction 

Expands the scope of non-resident taxation 

to include all activities related to their 

Nigerian operations. 

Non-residents pay a minimum 

of 4% of total income or the 

applicable WHT. 
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5.1.3 Challenges in offshore business taxation 

Taxing offshore businesses presents several challenges. These include profit shifting, secrecy 

laws, and the difficulty of determining where economic activity truly occurs. Offshore structures 

may be used to exploit loopholes, making enforcement complex. 

Governments respond with anti-avoidance measures, stricter reporting requirements, and 

international cooperation. However, balancing fairness, competitiveness, and compliance 

remains a constant challenge. 

Fill in the blank: Offshore taxation is challenging because of profit shifting, secrecy laws, and 

difficulty in determining ___ activity. 

Table 5.1 Challenges in offshore business taxation 

 

 

Challenge 

Category 
Description & Mechanisms Impact on Tax Administration 

Profit Shifting 

(BEPS) 

Multinationals move profits from high-

tax regions to low/no-tax jurisdictions 

using tools like transfer pricing 

manipulation and intellectual 

property (IP) licensing. 

Significant loss of domestic 

revenue; in Africa alone, this cost 

an estimated 2.7% of GDP in recent 

years. 

Financial 

Secrecy 

Jurisdictions with strict banking 

secrecy or confidentiality laws hide the 

beneficial ownership of assets and 

anonymous transactions. 

Prevents tax authorities from 

identifying the true owners of 

offshore wealth, facilitating tax 

evasion. 

Enforcement 

Capacity 

Many developing countries lack the 

technical resources, specialized audit 

staff, and digital infrastructure to 

process complex offshore data. 

Leads to a "compliance gap" where 

laws exist but cannot be enforced; 

LDCs often show 0% adoption of 

automatic information exchange. 

Complex 

Structures 

The use of shell companies, trusts, and 

"layering" of entities across multiple 

countries to obscure the tax trail. 

Audits become lengthy, expensive, 

and often inconclusive due to the 
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Challenge 

Category 
Description & Mechanisms Impact on Tax Administration 

difficulty in obtaining info from 

other jurisdictions. 

Digital 

Economy 

Gaps 

E-commerce and digital services allow 

companies to operate in a country 

without a physical Permanent 

Establishment (PE). 

Traditional "nexus" rules fail to 

capture tax on economic activity 

occurring via apps, software, and 

search engines. 

Inconsistent 

Treaties 

"Treaty Shopping" where companies 

exploit gaps between bilateral tax 

treaties to minimize withholding taxes. 

Undermines domestic resource 

mobilization and creates routes for 

untaxed cross-border transfers. 

 

Pilot questions 5.1 

What is offshore business taxation? 

Give two examples of offshore business activities. 

How are offshore profits taxed under worldwide income rules? 

What are controlled foreign company (CFC) rules? 

Identify one challenge in offshore business taxation. 

 

5.2 Capital Gains In International Taxation 

5.2.1 Concept of capital gains 

Capital gains refer to the profit realised when an asset such as property, shares, or investments is 

sold for more than its purchase price. In taxation, capital gains are distinguished from regular 

income because they arise from the disposal of capital assets rather than ongoing business 

activity. 

Capital gains can be short-term or long-term, depending on how long the asset was held before 

disposal. Many jurisdictions apply different tax rates to encourage long-term investment. 

Fill in the blank: Capital gains are the profit realised when an asset is sold for more than its ___ 

price. 
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Figure 5.2 Concept of capital gains 

 

5.2.2 Taxation of capital gains across jurisdictions 

The taxation of capital gains varies across jurisdictions. Some countries tax capital gains at the 

same rate as ordinary income, while others apply preferential rates or exemptions. For example, 

gains on primary residences may be exempt, while gains on shares may attract reduced rates to 

encourage investment. 

International taxation of capital gains becomes complex when assets are located abroad or when 

taxpayers are resident in one country but dispose of assets in another. Double taxation treaties 

often allocate taxing rights to prevent overlap. 
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Fill in the blank: Some countries exempt capital gains on primary ___, while others tax them at 

reduced rates. 

 

Box 5.2: Capital gains taxation across jurisdictions 

Jurisdiction 
Primary 

CGT Model 

Key Strategy / Rate 

(2026) 
Unique Feature 

Nigeria Integrated 
0% – 30% 

(Individual/Corporate) 

Threshold-based: Exempt if 

proceeds < ₦150M & gain < 

₦10M. 

United 

Kingdom 
Schedular 

18% (Basic) / 24% 

(Higher) 

Business Asset Disposal Relief: 

14% rate (rising to 18% in April 

2026). 

United 

States 
Schedular 0% / 15% / 20% 

Holding Period: Short-term gains 

(<1yr) taxed as ordinary income 

(up to 37%). 

Australia Integrated Marginal PIT Rates 

50% Discount: Only half the gain 

is taxed if the asset is held for >1 

year. 

Denmark Integrated 42% (Top Rate) 
Highest top capital gains tax in the 

OECD for 2026. 

Estonia Exemption 0% / 22% 
Gains are not taxed until 

distributed as profits/dividends. 

Turkey Hybrid 0% (Long-term) 

Shares in local companies held for 

>2 years are generally exempt for 

individuals. 

Romania Schedular 1% / 3% 
Lowest active rate in the EU; 1% 

for assets held >365 days. 
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5.2.3 Case law and practical examples 

Case law plays a vital role in clarifying how capital gains are taxed, especially in cross-border 

situations. Courts have ruled on issues such as whether gains should be taxed in the source 

country or the residence country, and how treaties should be interpreted. 

Practical examples include disputes over shares sold in foreign companies, property disposals 

abroad, and the treatment of offshore investment funds. These cases highlight the importance of 

clear rules and cooperation between jurisdictions. 

Fill in the blank: Case law clarifies whether capital gains should be taxed in the ___ country or 

the residence country. 

Table 5.2 Case law and practical examples in capital gains taxation 

 

 

Scenario / 

Reference 
Context & Key Facts Legal Outcome / Practical Application 

The "Dual 

Threshold" 

Challenge 

An individual sells shares 

for ₦140 million and 

makes a ₦15 million 

gain. 

Taxable. Both thresholds must be met: 

proceeds < ₦150M AND gains < ₦10M. 

Since the gain (₦15M) exceeds ₦10M, the 

entire gain is taxed at progressive rates (up 

to 25%). 

MTN Nigeria Share 

Sell-Down (2025-

26) 

Large-scale divestment of 

corporate shares to the 

public. 

Landmark Clarification: The NRS 

reaffirmed that for large transactions, if 

proceeds are reinvested in other Nigerian 

shares within 12 months, the gain is exempt 

from the 30% corporate CGT. 

Upstream Asset 

Divestment (IOCs) 

An International Oil 

Company sells an 

onshore oil block. 

30% - 85% Rate: Under the NTA 2025, 

CGT is tied to the company's income tax 

rate. IOCs still on the old PPTA regime 

may face up to 85% tax on the gain, a 

major shift from the old 10% flat rate. 
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Scenario / 

Reference 
Context & Key Facts Legal Outcome / Practical Application 

Cryptocurrency 

"Exit" Scenario 

A trader disposes of 

Bitcoin or Ethereum for a 

profit of ₦50 million. 

Taxable Asset: The NTA 2025 explicitly 

includes "digital and virtual assets" as 

chargeable assets. This gain is aggregated 

with other income and taxed at up to 25% 

(Individual) or 30% (Company). 

Compulsory Land 

Acquisition 

The Government acquires 

a family's farmland for a 

road project and pays 

compensation. 

Statutory Exemption: Gains from 

compulsory acquisition are exempt, 

provided the proceeds are reinvested in 

similar land assets within 12 months. 

Principal Private 

Residence 

A homeowner sells their 

primary house for ₦200 

million. 

Lifetime Exemption: One-time exemption 

applies for the disposal of a primary 

residence. Any second home or commercial 

property disposal would attract full CGT on 

the gain. 

 

Pilot questions 5.2 

What are capital gains? 

Distinguish between short-term and long-term capital gains. 

How do countries differ in taxing capital gains? 

Give one example of an exemption in capital gains taxation. 

Why is case law important in capital gains taxation? 

 

5.3 Policy Responses And Implications 

5.3.1 Anti-avoidance measures in offshore taxation 

Anti-avoidance measures are strategies adopted by governments to prevent taxpayers from 

exploiting loopholes in offshore taxation. These measures include controlled foreign company 

(CFC) rules, transfer pricing regulations, and mandatory disclosure requirements. Their purpose 

is to ensure that profits reflect genuine economic activity rather than artificial arrangements 

designed to minimise tax liability. 
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For example, CFC rules allow tax authorities to tax profits of foreign subsidiaries if they are 

deemed to be controlled and managed domestically. 

Fill in the blank: Anti-avoidance measures ensure that profits reflect genuine ___ activity rather 

than artificial arrangements. 

 

Box 5.3: Examples of anti-avoidance measures 

Strategy Type Mechanism 2026 Application (Nigeria Context) 

Progressive 

Rates 

Aligning CGT with the 

taxpayer's total income 

level. 

Individuals: Integrated with Personal Income 

Tax (0%–25%).  

 

 

 

Companies: Aligned with Corporate Income 

Tax (30%). 

Dual-Threshold 

Exemption 

Protecting retail investors 

and small-scale asset 

disposals. 

Exempt if:  

 

 

 

1. Total annual proceeds < ₦150 million 

AND  

 

 

 

2. Total annual gains < ₦10 million. 

Reinvestment 

Relief 

Deferring tax to keep 

capital circulating within 

the Nigerian economy. 

Full Exemption "notwithstanding the 

threshold" if proceeds from share sales are 

fully reinvested in Nigerian companies within 

the same year. 
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Strategy Type Mechanism 2026 Application (Nigeria Context) 

Sunset Clauses 

& Asset Relief 

Incentivizing specific 

asset classes like housing 

and government debt. 

Fully Exempt: Federal and State Government 

bonds, principal private residences (one-time), 

and personal vehicles (up to 2 per year). 

Tax Treaty 

Strategy 

Using Double Taxation 

Treaties (DTTs) to attract 

FDI. 

Investors from treaty countries (e.g., UK, 

Netherlands) can offset Nigerian CGT against 

home-country taxes to avoid double taxation. 

Base Protection 

Targeting "indirect" 

offshore transfers of 

Nigerian value. 

CGT now applies to the sale of offshore 

holding companies if their underlying value is 

derived from Nigerian assets (e.g., oil blocks 

or local real estate). 

 

5.3.2 Government strategies for taxing capital gains 

Governments adopt various strategies to tax capital gains fairly and effectively. These include 

setting differential tax rates for short-term and long-term gains, providing exemptions for certain 

assets, and negotiating treaties to allocate taxing rights. 

Some governments also introduce anti-avoidance provisions to prevent taxpayers from shifting 

capital assets offshore to escape taxation. These strategies aim to balance revenue collection with 

encouraging investment and economic growth. 

Fill in the blank: Governments often set differential tax rates for short-term and ___ capital 

gains. 

Table 5.3 Strategies for taxing capital gains 

 

 

Strategy Type Mechanism 2026 Application (Nigeria Context) 

Differential 

Rates 

Taxing gains based on the 

taxpayer's legal entity or 

income level. 

Individuals: Taxed at progressive rates (0%–

25%) integrated with personal income.  
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Strategy Type Mechanism 2026 Application (Nigeria Context) 

 

 

 

Companies: Taxed at a flat 30% (aligned with 

CIT). 

Exemption 

Thresholds 

Protecting small and retail 

investors from the tax net. 

Gains are exempt if:  

 

 

 

1. Annual disposal proceeds < ₦150 million 

AND  

 

 

 

2. Total gains < ₦10 million. 

Reinvestment 

Relief 

Deferring or exempting 

tax if proceeds are used to 

purchase new assets. 

Full Exemption if proceeds from share sales 

are reinvested in Nigerian equities or 

qualifying assets within 12 months. 

Asset-Specific 

Relief 

Providing incentives for 

social or strategic asset 

classes. 

Exempt: Principal private residence, 

government bonds, and personal chattels (e.g., 

household furniture). 

Tax Treaties 

(DTTs) 

Using international 

agreements to prevent 

double taxation. 

Foreign investors from treaty countries (e.g., 

UK, Netherlands) can offset Nigerian CGT 

against home-country taxes via Double 

Taxation Relief (DTR). 
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Strategy Type Mechanism 2026 Application (Nigeria Context) 

Anti-Base 

Erosion 

Targeting offshore shifts 

and indirect transfers. 

Indirect Transfer Rules: Nigerian CGT now 

applies to the sale of offshore holding 

companies that derive their value from 

Nigerian assets. 

 

5.3.3 Implications for businesses and investors 

Judicial decisions and government policies have significant implications for businesses and 

investors. Offshore taxation rules affect how companies structure their operations, while capital 

gains taxation influences investment decisions. 

For businesses, stricter anti-avoidance measures may increase compliance costs but also promote 

fairness. For investors, clear capital gains rules provide certainty and encourage long-term 

investment. Overall, these implications highlight the need for balancing enforcement with 

competitiveness. 

Fill in the blank: Stricter anti-avoidance measures may increase compliance costs but also 

promote ___ in taxation. 
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Figure 5.3 Implications of offshore taxation and capital gains 

 

Pilot questions 5.3 

What are anti-avoidance measures in offshore taxation? 

Give two examples of anti-avoidance measures. 

How do governments set strategies for taxing capital gains? 

Why do governments provide exemptions in capital gains taxation? 

What are the implications of offshore taxation and capital gains for businesses and investors? 
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Series Summary 

This Series has explored offshore business taxation and capital gains, both of which are central to 

international tax practice and policy. We began by defining offshore business taxation, 

examining how profits are taxed, and identifying the challenges governments face in regulating 

offshore structures. We then moved on to capital gains, considering their concept, how they are 

taxed across jurisdictions, and the role of case law in clarifying disputes. Finally, we analysed 

policy responses, including anti-avoidance measures, government strategies, and the implications 

for businesses and investors. 

By completing this Series, you should now be able to define offshore business taxation, analyse 

how offshore profits are taxed, evaluate challenges in offshore taxation, describe and explain 

capital gains, appraise case law examples, and assess government strategies and their 

implications. These outcomes align with the Series Learning Outcomes and provide you with 

practical insights into how taxation affects offshore structures and capital transactions. 

Series Glossary 

Anti-avoidance measures: Strategies adopted by governments to prevent taxpayers from 

exploiting loopholes in tax laws. 

Capital gains: Profit realised when an asset is sold for more than its purchase price. 

Controlled foreign company (CFC) rules: Regulations allowing tax authorities to tax 

profits of foreign subsidiaries controlled domestically. 

Double taxation treaties: Agreements between countries that allocate taxing rights to 

prevent income being taxed twice. 

Offshore business taxation: Rules governing how profits earned by businesses outside their 

home country are taxed. 

Offshore profits: Earnings generated by businesses outside their country of incorporation or 

management. 

Transfer pricing regulations: Rules ensuring that transactions between related companies 

reflect market value to prevent profit shifting. 

Concept Check Questions 5 

Objective questions 

Offshore business taxation governs how profits earned by businesses operating ___ their 

home country are taxed. (Linked to SLO 5.1) 

Some countries tax worldwide income, meaning offshore profits are included in the ___ base. 

(Linked to SLO 5.2) 

Capital gains are the profit realised when an asset is sold for more than its ___ price. (Linked 

to SLO 5.4) 

Short-answer questions 

4. Define offshore business taxation. (Linked to SLO 5.1) 

5. Explain how offshore profits are taxed under worldwide income rules. (Linked to SLO 5.2) 
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6. Identify one challenge in offshore business taxation. (Linked to SLO 5.3) 

7. Distinguish between short-term and long-term capital gains. (Linked to SLO 5.4) 

8. Give one example of an exemption in capital gains taxation. (Linked to SLO 5.5) 

9. Explain why case law is important in capital gains taxation. (Linked to SLO 5.6) 

10. List two examples of anti-avoidance measures. (Linked to SLO 5.7) 

Long-answer questions 

11. Analyse the challenges in offshore business taxation and explain how governments respond. 

(Linked to SLO 5.3 & SLO 5.7) 

12. Evaluate the implications of offshore taxation and capital gains for businesses and investors. 

(Linked to SLO 5.9) 

Answers to Concept Check Questions 5 

Objective questions 

Offshore business taxation governs how profits earned by businesses operating outside their 

home country are taxed. 

Some countries tax worldwide income, meaning offshore profits are included in the taxable 

base. 

Capital gains are the profit realised when an asset is sold for more than its purchase price. 

Short-answer questions 

4. Offshore business taxation refers to the rules governing how profits earned abroad by 

businesses are taxed. 

5. Under worldwide income rules, offshore profits are included in the taxable base of resident 

companies or individuals. 

6. One challenge is profit shifting, where companies move profits to low-tax jurisdictions. 

7. Short-term capital gains arise from assets held briefly before disposal, while long-term gains 

come from assets held for longer periods. 

8. An example is the exemption of capital gains on primary residences in some countries. 

9. Case law is important because it clarifies disputes, interprets treaties, and guides how capital 

gains are taxed across borders. 

10. Examples include controlled foreign company (CFC) rules and transfer pricing 

regulations. 

Long-answer questions 

11. Analyse the challenges in offshore business taxation and explain how governments 

respond. 

Basic response: Offshore taxation is challenging due to profit shifting and secrecy laws, and 

governments respond with anti-avoidance measures. 

Value-added response: Governments also adopt international cooperation, stricter reporting 

requirements, and CFC rules to ensure fairness, prevent abuse, and maintain 

competitiveness. 
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Evaluate the implications of offshore taxation and capital gains for businesses and 

investors. 

Basic response: Offshore taxation rules affect business structures, while capital gains 

taxation influences investment decisions. 

Value-added response: Stricter measures increase compliance costs but promote fairness, 

while clear capital gains rules encourage long-term investment, provide certainty for 

investors, and support sustainable economic growth. 

 

Answers to Pilot Questions 5 

Part 5.1 Offshore Business Taxation Principles 

Rules governing taxation of profits earned abroad. 

Trading and investment activities. 

Offshore profits are included in the worldwide taxable base. 

Rules allowing taxation of foreign subsidiaries controlled domestically. 

Profit shifting and secrecy laws. 

Part 5.2 Capital Gains In International Taxation 

Profit realised when an asset is sold for more than its purchase price. 

Short-term gains arise from assets held briefly, long-term gains from assets held longer. 

Some countries tax at ordinary rates, others apply preferential rates or exemptions. 

Exemption for primary residences. 

It clarifies disputes and guides interpretation of treaties. 

Part 5.3 Policy Responses And Implications 

Strategies to prevent exploitation of loopholes. 

CFC rules and transfer pricing regulations. 

By setting differential rates, exemptions, and treaties. 

To encourage investment and fairness. 

They affect business structures, compliance costs, and investor certainty. 

References and Attributions 5 

Figure 5.1 Scope of offshore business taxation: Suggested AI prompt “Generate a diagram 

showing scope of offshore business taxation including trading, investment, services, and 

subsidiaries.” Search string: “scope of offshore business taxation diagram OER.” 

Box 5.1 Taxation of offshore profits: Suggested AI prompt “Create a box listing taxation 

rules for offshore profits including worldwide income, CFC rules, and treaties.” Search 

string: “taxation of offshore profits OER.” 
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Table 5.1 Challenges in offshore business taxation: Suggested AI prompt “Generate a table 

listing challenges in offshore business taxation such as profit shifting, secrecy laws, and 

enforcement difficulties.” Search string: “challenges in offshore business taxation OER.” 

Figure 5.2 Concept of capital gains: Suggested AI prompt “Generate a diagram showing 

capital gains with purchase price, sale price, and profit realised.” Search string: “capital 

gains taxation diagram OER.” 

Box 5.2 Capital gains taxation across jurisdictions: Suggested AI prompt “Create a box 

listing capital gains taxation approaches across jurisdictions.” Search string: “capital 

gains taxation across jurisdictions OER.” 

Table 5.2 Case law and practical examples in capital gains taxation: Suggested AI prompt 

“Generate a table listing case law examples and practical scenarios in capital gains 

taxation.” Search string: “case law capital gains taxation OER.” 

Box 5.3 Examples of anti-avoidance measures: Suggested AI prompt “Create a box listing 

examples of anti-avoidance measures in offshore taxation.” Search string: “anti-

avoidance measures offshore taxation OER.” 

Table 5.3 Strategies for taxing capital gains: Suggested AI prompt “Generate a table listing 

government strategies for taxing capital gains such as differential rates, exemptions, and 

treaties.” Search string: “government strategies capital gains taxation OER.” 

Figure 5.3 Implications of offshore taxation and capital gains: Suggested AI prompt 

“Generate a diagram showing implications of offshore taxation and capital gains for 

businesses and investors.” Search string: “implications offshore taxation capital gains 

OER.” 

 

 

 

 

 

 

 

 


