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DIGITAL ASSET TAXATION AND THE EXPANSION OF THE CAPITAL GAINS TAX REGIME IN NIGERIA
Abstract
The adoption of cryptocurrencies and virtual assets is reshaping the global financial landscape, leading to new regulatory challenges. In Nigeria, tax reforms have clarified that digital assets are subject to Capital Gains Tax (CGT). This paper explores the foundations of digital asset taxation, focusing on cryptocurrencies and their treatment under the CGT regime. It analyzes the best practices in Nigeria, Nigeria’s tax framework, and challenges in valuation and compliance. The study concludes that taxing digital assets under CGT promotes equity, revenue generation, and alignment with international standards.
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1.0 Introduction
Rapid technological improvements have an impact on many parts of life, including home surroundings, education, transportation, and business. Financial technology, particularly digital assets, seeks to increase financial inclusion and give alternative solutions, provoking debate about their worth and utility (He, 2024). Furthermore, advances in information technology, such as big data, artificial intelligence, and blockchain, are reshaping economic and social landscapes by encouraging industrial innovation and boosting tax system efficiency. Modernizing tax authorities is critical for maintaining fiscal revenue, economic order, and social equality in the face of digital disruption (Pastor Sempere, 2025).
Digital assets, like as Bitcoin and Ethereum, are critical to the modern economy, influencing financial transactions and investments and being viewed as investment vehicles. However, imprecise taxation regulations have led to regulatory uncertainty and revenue losses for many tax systems (Gosselin et al., 2026). According to Krause (2025), the US digital asset business has grown significantly since 2012, with around 20% of American citizens owning cryptocurrencies by 2023. Bitcoin's value increased from $13.45 in 2012 to $108,135 in 2024. Despite this rise, digital asset exchanges have mainly evaded required tax reporting, resulting in uncertainty about asset taxation. The Internal Revenue Service (IRS) began addressing cryptocurrency taxation in 2014, but ambiguous guidelines have hampered tracking of taxable earnings.
From an African perspective, the expansion of the digital economy challenges the adaptability of African tax systems. Large organizations increase their market share by establishing regional hubs, offering digital services developed from valuable algorithms in both Business-to-Business and Business-to-Customer markets across Africa (Cupido, 2025). Nigeria, as a major player in financial excellence, is embracing this change by utilizing its regulatory framework and commercial tradition to incorporate digital assets. The rise of technology and digital assets is significantly transforming tax-financial services, offering unique opportunities for innovation and efficiency (Schueffel & Stuessi, 2025).
[bookmark: _Hlk221805809]Revenue generation is critical for economic stability and growth in developing nations like Nigeria. It involves government collection of financial resources through taxation and other methods to fund public services such as infrastructure, healthcare, and education. The success of tax reform in improving revenue generation relies on factors like tax administration efficiency, taxpayer compliance, and the tax system's structure (Bielu & Ikedinobi, 2026). Taxes are compulsory payments mandated by public authorities, enforceable by law, not payments for services. Their fundamental role is as a financial imposition by governments to achieve social objectives and provide public amenities (Musa, 2026).  In Nigeria, reforms have established that gains from cryptocurrency transactions are now subject to taxation by recognizing digital and virtual assets as chargeable assets, specifically incorporating them under the Capital Gains Tax (CGT) regime (Akinola, 2026).
Capital Gains Tax (CGT) is a tax on the profit obtained from selling or disposing of assets, such as real estate or shares. It is calculated on the difference between the sale price and the original purchase price, applying only upon the sale of the asset (Pradhan, 2026).  Digital assets are included as chargeable assets in the Bill, with exceptions for gains from the disposal of shares in Nigerian companies if the total proceeds are under N150,000,000 and the chargeable gain is less than N10,000,000 within a 12-month period, or if shares are transferred between an Approved Borrower (Esuga & Ayileka, 2025). As Nigeria's digital economy grows, understanding tax obligations for cryptocurrency participants is crucial. Regulatory clarity is improving as cryptocurrencies are recognized as securities under the ISA 2025, with VASPs, DAOPs, and Digital Asset Exchanges falling under SEC oversight starting June 2025 (Famodimu, 2025).
2.0 Literature Review
2.1 Conceptual Review
 2.1.1	Concept of Digital Assets
Digital assets refer to any electronically created and stored content or data that possesses monetary or sentimental value, including cryptocurrencies, Non-Fungible Tokens (NFTs), digital files, online accounts, and virtual goods. Ownership of these assets can be established, and they are generally managed, transferred, and stored using digital devices or blockchain technology (Juhász, 2025). Rahman et al. (2025) note that digital assets have revolutionized various industries by facilitating direct transactions and rethinking digital ownership. This rapid advancements in technology have significantly influenced all spheres of life.  Notably, financial technology has introduced digital assets (DA), enhancing financial inclusion and providing alternative solutions. These digital assets include digital content and electronic representations of traditional assets (Pastor Sempere, 2025).
Cryptocurrency is a digital currency secured by cryptography that operates on decentralized blockchain networks, enabling peer-to-peer transactions without the need for central authorities like banks. It allows users to buy, sell, or invest in digital assets, offering immunity to government manipulation (Dawood et al., 2026). Bitcoin a type of cryptocurrency, often called "digital gold," retains characteristics of physical gold as a reliable store of value, albeit with volatility and limited liquidity. It serves as an investment avenue where individuals buy, hold, or trade with the expectation of value appreciation. Additionally, Bitcoin allows for peer-to-peer transactions, providing a decentralized alternative to traditional currencies and facilitating secure global transactions without reliance on banking systems (Krause, 2026).  Jamshed et al. (2025) state that ethereum is native cryptocurrency, often referred to as “gas,” powers all transactions and smart contract executions, and also serves as an investment asset and store of value, similar to Bitcoin. Ethereum is a decentralized platform enabling the creation and execution of decentralized applications (dApps) and smart contracts, which automate agreements without intermediaries. 
NFTs are unique digital assets on a blockchain that verify authenticity and ownership through decentralized processes. They are associated with specific digital content, like art and music, allowing creators to monetize their work and collectors to own rare digital items (Spyrou et al., 2025).  Sereti et al. (2025) state that NFTs are unique digital assets stored on a blockchain, ensuring authenticity and ownership through decentralized verification.  Pisetta and Trippel (2025) opine that digital files are valuable electronic files, such as images, videos, audio, and documents, that are owned and stored by an organization or individual. They differ from generic files due to the presence of metadata, which enhances searchability, and they often include associated usage rights. Afzal (2026) notes that online accounts are essential digital assets, including social media profiles, crypto wallets, and banking accounts. Securing and planning for these accounts is vital, as they can be irretrievably lost if login credentials become inaccessible after death. While virtual goods are intangible digital assets traded in online games and social networks, including items like skins, currency, and collectibles. They are essential to the digital economy, enhancing user experience and enabling customizability and faster progression (Esanbayevich et al., 2025).
 2.1.2	Concept of Capital Gains Tax
[bookmark: _Hlk222418828]Capital Gains Tax (CGT) is a tax on the profit gained from selling or disposing of appreciating assets like stocks, bonds, and real estate. It is assessed only upon sale and is determined by the difference between the sale price and the original purchase price (Krishnan, 2025; Whittenbury, 2025). CGT is imposed on profits to promote vertical equity, requiring higher payments from those with greater investment income (Anushiem et al., 2025). Maples and Minas (2025) suggest that it enhances government revenue for development, reduces market speculation, and ensures fairness by taxing wealth accumulation beyond regular income tax. Capital gains tax (CGT) is divided into short-term (assets held for 1 year or less) and long-term (assets held for over 1 year), with rates determined by the holding period and taxpayer's income. It also includes taxes on investment funds, inherited assets, and specific exemptions related to residential properties and business asset replacements (Pradhan, 2026).
Ikedinobi (2025) states that this tax applies to both residents and non-residents disposing of assets located in Nigeria or globally. The CGT Act in Nigeria imposes a 10% tax on the total gains realized by individuals from the disposal of chargeable assets by individuals, companies, or bodies corporate in the past, excluding charities and specific exempted entities, persons, disposal of assets and shares during a year of assessment (Kontagora & Onyemaechi, 2025). Recently, CGT has significantly changed under the Nigeria Tax Act (NTA) 2025. The corporate CGT rate has increased from 10% to 30% (Jimmy, 2026). Exemptions include gains from the sale of shares in Nigerian companies if proceeds are under ₦150 million within 12 months and gains do not exceed ₦10 million (Sandey & Chinwendu, 2025). The Nigeria Revenue Service (NRS) now administers CGT compliance for corporations and individuals, with gains calculated as the sale price minus acquisition cost, adjusted for allowable expenses. These reforms aim to improve tax compliance and the business environment (Bielu & Ikedinobi, 2026).
Přichystalová (2025) opines that digital assets, including cryptocurrencies, qualify for CGT if they are recognized as ownable and transferable. Cryptocurrencies exhibit characteristics such as scarcity, transferability, and the potential for value appreciation, aligning them with capital assets.
Nigeria has updated its digital asset taxation, defining digital and virtual assets, like cryptocurrencies and tokens, as taxable assets. Gains from their disposal are now subject to CGT under Nigerian law, as per recent tax reforms (Monday, 2025). Cryptocurrencies are now classified as property by most tax authorities, which subjects their sale, exchange, or conversion to CGT principles. Taxable events include disposing of cryptocurrencies for fiat currency, exchanging between digital assets, or using them to purchase goods and services (Davenport & Usrey, 2023). The reforms further provide that digital assets owned or controlled by Nigerian tax residents are taxable, regardless of whether the assets are held on offshore platforms. This broad scope strengthens Nigeria’s ability to tax gains derived from the digital economy (Erimwinorosee & Parida, 2025). The inclusion of digital assets under CGT promotes tax equity by ensuring that taxpayers with similar economic gains face equivalent tax responsibilities, aligning traditional investments with emerging digital assets (de la Vega & Jarrín, 2025).

4.3 Challenges of Administration and Enforcement of Digital Asset and CGT
Despite the clarity of the legal framework, several challenges remain. Regulatory uncertainty in Nigeria regarding digital assets stems from inconsistent directives among regulatory bodies, notably between the Central Bank of Nigeria and the Securities and Exchange Commission, which complicates legal and tax-related transactions (Arop, 2023). Although the Finance Act 2023 and the Nigeria Tax Act 2025 recognize digital assets as taxable, practical guidelines for reporting gains remain undefined. Prior to 2026, a lack of a specific tax framework resulted in a reliance on broad interpretations of existing laws, causing under-reporting of transactions (Erimwinorosee & Parida, 2025). Digital asset transactions pose challenges for tax authorities due to anonymity and pseudonymity, as these often occur through decentralized wallets or offshore exchanges without know your customer (KYC) documentation, making it hard to associate transactions with taxpayers. Additionally, Decentralized Finance (DeFi) platforms operate without central intermediaries, further complicating transaction tracing (Pradhan, 2026).
Valuation of digital assets presents challenges due to extreme volatility, complicating market value estimations for CGT calculations (Vashisth et al., 2024). Additionally, asset swaps introduce complexities in determining realized gains. Furthermore, the deductibility of transaction fees for calculating chargeable gains remains poorly defined (Přichystalová, 2025). Jurisdictional and enforcement challenges in taxing digital assets arise from their cross-border nature, making it difficult to establish tax jurisdiction (de la Vega et al., 2024). Additionally, many exchanges lack reporting obligations, resulting in under-reporting of transactions to local tax authorities (Šipovac & Logarušić, 2025). Another significant issue is the remittance currency, determining whether taxes should be paid in fiat currency or if digital assets can be accepted, which introduces storage and valuation risks for governments (Romano, 2026). 

Tax authorities face significant challenges in auditing blockchain transactions due to a lack of digital expertise and advanced forensic tools (Ramazhamba & Venter, 2026). Additionally, limited access to centralized data hampers their ability to identify individuals involved in peer-to-peer trading of digital assets (Zhu et al.,2024). Specific issues with the 2026 Nigeria Tax Act include the non-deductibility of losses, preventing traders from offsetting losses against gains and potentially leading to increased evasion (Katuka, 2026). Additionally, high tax thresholds, such as ₦800,000 for gains, may leave smaller traders untracked, creating a "hidden middle" (Umeh-Saboyo, 2025).

Policy Implications
The inclusion of digital assets under the CGT regime in Nigeria has important policy implications. It improves investor protection and legitimizes digital asset markets, fostering institutional involvement and reducing fraud. However, higher taxation may deter speculative trading and diminish market liquidity, necessitating a careful balance between revenue goals and the promotion of innovation and market growth.
The policy aims to prevent tax avoidance via offshore platforms, but enforcement may be challenged by limited access to foreign transaction data. This situation underscores the need for global cooperation in regulating digital assets and preventing illicit financial flows. Additionally, clear regulations can enhance investor confidence and attract legitimate investments while deterring fraud. Thus, a balanced approach is crucial for fostering innovation and maintaining fiscal discipline.
Conclusion
The taxation of cryptocurrencies, tokens, and other virtual assets under the CGT regime marks a significant milestone in Nigeria’s tax reform agenda promoting equity. By explicitly recognizing digital assets as chargeable assets generating revenue, Nigeria aligns its tax system with global best practices and addresses the challenges posed by the digital economy. While implementation challenges persist, continuous regulatory refinement and administrative capacity building will ensure that digital asset taxation contributes meaningfully to national development as well as international standards. The study concludes that taxing digital assets under CGT promotes equity, revenue generation, and alignment with international standards.
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