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ABSTRACT

This research entitled Tax Administration and the Crisis of revenue Accounting
attempts to unravel the rudiments of taxation with a specia emphasis on accounting
for the revenue derived from it. The interest on accountability derives its relevance
from the fact that apart from the controversy that goes aong with it, direct taxation
as a source of revenue under the jurisdiction of State Governments in Nigeria, is a
difficult issue to administer. Its high cost of administration, low yield and the
kleptomanic tendencies of the tax administrators, analgamate to make it a more
difficult issue when compared with the benefit derived.

No wonder Edmund Burke rightly pointed out that "to tax and to please, no

more than to love and be wise is not given to men"*

no matter how good that may be.
Although a good tax has no yard-stick given regard to Burke's opinion, in the
perception of Adam Smith however, (a good) tax "ought to be so contrived as both
to take out and keep out of the pockets of the people as little tax as possible over and
above what it brings into the treasury of the state"?. Since taking out this "little" is by
no means easy as a result of non compliance, the State Governments all over Nigeria
decided to enforce the tax payer's compliance by insisting on the presentation of Tax
Clearance Certificate, as an evidence of tax settlement, a compelling precondition for
obtaining many government services not only to educate the taxpayer on the rationale
of "rendering to Caesar what is Caesar's"® but to compe his self-compliance with tax

legislations, thereby reducing the high cost of administration.

Without prejudice to the reduction in administrative cost, the problem of
accounting for the revenue derived from taxation still remains a knotty issue which
the Government has to contend with. Unless this problem is addressed very squarely,
all efforts of the government, in this regard, will completely be futile and a random
empirical wandering.

1. Colin Baker and M.J. Balogun. Ife Essavs in Administration University of Ife Press 1975, P. 134

2. Adam Smith. The Wealth of Nations, 1776 Book V (New York: Random House), Chapter I1. Pan II.
3. Holy Bible, Mathevwv. Chapter 22:15-22.
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This is perhaps is the researcher's motivation for undertaking the research in this area
with emphasis on accounting for the revenue.

In view of the fact that principles and laws of taxation constitute the modu
operandi on which tax operations are founded, the research tried to find out the extent
to which these principles and laws are applied by the Kaduna State Government in its
administration of tax and how they are complied with by the taxpayers since non-
-compliance with the rules of a game easily changes clubs to trumps. These findings
have been carefully made. The studies that led to the findings took into account the
nature of the administrative structure of the organisation as well as the type of security
books used by the Board vis-a-vis its accounting procedures and the calibre of its
manpower.

The research findings reveal that the factors that led to the crisis of revenue
accounting are multi-dimensional commencing from the confused nature of the
Board's organisational structure, to the calibre of its manpower and its (the
manpower's) unholy marriage of convenience with the agents of deduction to beat the
tax authority at its own game. Therefore, since the Board has such a net-work of loose
internal controls, coupled with a characteristic of poor conditions of service, what do
you expect from a gaff that is hungry and knows how to steal or bend the rules of the
game?.

It is against the background of these findings that the research looked critically
into the problems, their causes and profered recommendations for eradicating or
ameliorating them. Therefore rather than using the recommendations as a solution
to the problem, they should be viewed as suggestions.
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CHAPTER ONE
1.1 INTRODUCTION

The near collapse of our national economy, in recent years, due, partly,

to over-reliance on revenue accruing from the sales of petroleum products,
prices of which are unpredictable created a serious financial stress for all tiers
of government. Particularly hardest hit were the state governments, all of
which experienced palpable reducuon in their share of the national revenue
from the federation account.

As if to deliberately increase the financial burden of the states, the
Federal Government increased the renumeration of civil servants by a

"% significant percentage. This, with ever-increasing inflationary wend, further

astronomically increased the cost of services and infrastrucrures to be provided
by the state governments, thereby forcing them to operate from hand to mouth
- barely getting just encugh from the Federation Account to pay the salaries
and allowances of civil servants, Given this situation, the question of initiating

(or even paying for already executed) capital projects became an illusion for

... the state governments,’

Consequently. in the course of bis official visit in Rivers State, the Head
of State Gen. Sani Abacha, publicly directed all state adiministrations to devise
various ways of improving their internaily generated revenue. This scepario
made the adoption of Accelerated revenue Generation Programme a necessity
by most of the state governments 1n response to the call made by the Head of

State. The implications of these developments are two fold:

1. Olusola Adekanola: ARGP-Official Journal of Accelerated Revenue Generation Prograrnme. Vol. 1 Sept. 1957,
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1. That there has been 100 much over-reliance on revenue derived from the
sale of petroleum products prices of which are highly unpredictable in
the world ~ market and hence. dangerous,

2. That taxation is a viable source of internally generated revenue which,
though neglected for several years can be resuscitated to provide the

state governments the revenue they need for their internal governance

Since "the primary purpose of taxation. is to raise revenue to defray the
cost of government"? but the tax-system capnot perform this function,
governance may be frustrated to a total halit.

It is probably this consideration vis-a-vis the Federal Government’s
challenge that the state governments should fend for themselves that prompted
Kaduna State Government into action to arrest the simation by adopting a
number of measures.

The setting up of the Jibo Commission of Inquiry in March 1993 by the

Dabo Lere Government, the engagement of various auditors and tax

~ consultants, as well as panels such as the Makarfi Panel, Bawa Sani Panel,

Dogary Panel and the Joshua Gambo Garba Committee of ittvestigation, with
the researcher as Chairman, t Investigate the allegation of suspected
loss/diversion of government revenue, confirmed the existence of an endemic
problem that had eaten deep into the fabric of the tax system, which if not
arrested in time, would eventually destroy even the very purpose of its
existence. Herein lies the justification for the actions taken by the Board in this

direction with the researcher as an active participant.

2. Norihern States of Nigeria, Swdy Notes for Revenug Inspeciors Government Printer, Kaduna, P.1
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Accordingly, the researcher’s discovery of a high level of impropriety
perpetrated by the staff of the Board in accounting for the revenue collected.
coupled with his discovery, also of a high degree of tax defaulting resulting
from both evasion and avoidance by numerous taxpayers and outright tax
diversion by agents of deduction in collaboration with the staff of the Board,
led 1o the conception of idea, in the researcher’'s mind. of undertaking a
research in this area to unravel the mystery behind the phenomenon.

Accordingly, efforts have been made to examine those aspects of the
Board’s operations that are relevant to the study, ranging from its structure to
its operations. Thus, while the first chapter lays the foundation on which the
research is built, the second chapter is a review of the structure of the Board,
its functions and possible impact on revenue generation and accountability.
Chapter three on the otherhand, is a review of all related literature that help to
determine the place of the research in the area of taxation,

Chapter four on its own part however, deals with the coliection, analysis
and interpretation of data while chapter five which is the concluding chapter is
a summary of the issues discussed as well as an examination of the problems
involved in the operations of the Board and closes up by recommending some

solutions to the problems.

STATEMENT OF THE PROBLEM

In life according to Benjamin Frankling only two things are sure - death

and tax.” Funny as it may sound, tax is as sure as death because whether we
like it or not we must pay it - whether directly or indirectly and whether
consciously or unconsciously. This attribute of inescapability makes tax not

only unique, in life, but important and worthy of study.

3. Ola C.S. Income Tax Law and Pracuice in Nigeriz. Oxford University Press Ibadan. 1974




Though it is neither wanted nor desired by people as individuals, tax is
needed because of what it can be used to accomplish for the government since,
apart from its primary purpose of raising revenue to defray the cost of
government’ tax is an important tool for national economic management
because of its perversive impact. Its effects permeate everv sector of the
economy because 1t affects government finances, national outpui, incomes,
productivity, prices and general economic development directly. One therefore,
cannot help conceding to the opinion that "no person, in modern society enjoys
full immunity from the impact of taxation"®. The importance of taxation to
government is underscored by the prominence given to the subject by Adam
Smith (1776) in his "Wealth of Nations"® and the fact that taxation is not just
an economic engineering issue but an issue that has political, socio-cultural and
ethical connotations that must reflect the political economy of the day.

But rather than serving this purpose, more often than not, tax is so
trivialised to the extent that some individuals and organisations (serving as
agents of deductions) don’t remit it at all. Instead, they use the deducted (but
unremitted) taxes as a very cheap and unsecured source of financing by
ploughing it back to solve internal organisational problems without the slightest
remorse for not honouring their obligations. This phenomenon a lone, which
constitutes the genesis of the crises of revenue accounting is bound. not only
to attract attention but to be worthy of study.

Apart from outright refusal to remit, the rampancy of the cases of tax-

evasion resulting from either the suppression of or provision of wrong

4. Government Printer Kaduna , Northern Sttes of Nigena, Study Notes for Revenue Inspeciors P.1

5. F.O. Okafor, General Concepts and Financial Imphications of Taxation. Bemng a Paper Presented at the Trainers
Warkshop on Modified Value Added Tax held at Obafemi Awolowo University, lle-lfe, May 11th, 1993

6 Adam Smith, The Wealth of Nanons (1776)



information, with the intent of paying a lower amount than the taxpayer ought
10 pay, coupled with the prevalence of cases of tax - avoidance. which deprive
the Government meaningful access to huge revenue, 1S also partly the
motivation for conducting a research in this area.

Of interest as well are cases of outright tax-diversion by employees of
a legally constituted tax - authority whose responsibility is to collect and bank
these taxes for and on behalf of the government. These are not only striking
cases of the crises of accountability but criminal issues emanating from
weakness in the internal control system of the tax authority.

Regardless of what it may be - avoidance, evasion, default or outright
diversion - the fundamental issue involved is that revenue that is due to the
government has not been accounted for. Therefore, whether deducted. but not
remitted or both deducted and remitted but diverted by the employee of the tax
authority either unilaterally or in collaboration with some other persons outside
his organisation, it is still factual that the amount not accounted for is a liability
on the part of the agent that has deducted but not remitted or the employee of
the tax authority and s collaborators who have diverted the amount
respectively.

Therefore, since the tax authority is free to recover the liability, it is at
liberty to employ whatever lawful means to effect the recovery. It is neediess
therefore to mention that the need to create awareness by sheding more light
on the crises which the above negative actions can generate in the area of
taxation and the corresponding desire 1o proffer recommendations as a way out

attracted the researcher into undertaking a study in this area.
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OBJECTIVES OF THE STUDY

A study of this pature should usually be expected to have guite a pumber
of objectives - if not because taxation is an important but knotty issue of life
the pbenomenon of which is worthy of study, certainly because it will be a
notable profession of the 21st century, not only mn Nigeria but the world over.
Accordingly, among other reasons, the objectives of the study tnclude the need:
1. To examine the nature of tax administration in Nigeria with specific
reference to Kaduna
2. To shed more light on the topic of taxation with the aim of assisting tax
adaministrators and tax practioners to understand the motives for the
past and present behaviours of their employees and taxpayers and to
predict the future trend of such behaviours.

3. To identify the impediments to effective and efficient iax administration
and their effect on accounting for the revenue realised.

4. To predict the role of taxation in Nigeria as an evoiving profession of

the 21st century.

To identify the role of taxation in our national economy and to ascertain

the reasons for its low yield.

. 6. To proffer recommendations for improvement in taxation.

SIGNIFICANCE OF THE S Y

Since 1t 1s obvicus that taxation will not only be one of the most
important professions of the 21st century but the strongest vehicle that will be
relied upon by Governments all over the world and particularly in Nigeria, for
the generation of revenue, considering the advancement in the sophistication
of the techniques used by individual and corporate - taxpayers io either avoid

or evade the amount of tax payable by them as well as the advanced methods
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of tax diversion employed by the employees of the tax authorities and their
collaborators, thereby leading to a sharp decline in the amount of revenue at
the disposal of the government, the need to undertake a research in the area of
taxation cannot be over-emphasized. Since 1t is one thing for the tax authority
to gear efforts towards optimum revenue generation and another o have the
revenue properly accounted for, this is the reason why the emphasis of the
research is on revenue accounting.

The significance of the study therefore lies in the fact that it empirically,
reveals that any tax administration devoid of emphasis on accountability is not
only a random empirical wondering but an effort in futility. giving regard 1o
the huge sums of money that will find their way into private pockets rather
than into the coffers of the government.

Needless to mention therefore, that the research will not only be of great
value to the government and tax authorities but even to private tax
practitioners, teachers and students alike as well as tax payers and members of
the public in general.

SCOPE OF THE STUDY

The study is that of Personal Income tax in Nigeria, with specific

reference to Kaduna State as a representative sample of the federation. Though
restricted to Kaduna State only, the study can be regarded as that of taxauon
in Nigeria generally because it attempts to bring into focus not only the geo-
political coverage of taxation within the state but also the degree of application
of technical knowledge in the administration of the tax itself. Furthermore, it
also attempts to consider the quality of the manpower of the revenue Board and
the extent to which it can influence efficiency of tax administration. In the
same manner, the degree of the socio-cultural and religious coverage of the tax

being administered in the state is also brought under study.



To be specific, the study covers the following areas:

1.

Technical: The areas brought under study include: Pay As You Earn,
Direct Assessment, Withholding Taxes, Levies, Fees (e.g Vehicle
Registration Fees, Business Premises Registration Fees) etc.
Geo-Political: Here, the study focuses on the entire state ably covered
by the eleven Area Revenue Offices located In 1ts various local
governments.

Socio-Cultural: The study can be said to be that of taxation being
administered on all Nigerians given the fact that Kaduna State, on
account of its liberalism encompasses Nigerians from all the states of the
federation with diverse socio-cultural backgrounds and non-Nigerians
living in Kaduna State.

Manpower: Because it is the researcher’s believe that the art of revenue
geperation and accounting has a relationship with the manpower
involved (qualiry and quantity) in generaring and accounting ﬁy the
revenue, the researcher found it umperative, accordingly. to critcally
examine the manpower along these criteria and the effect it has on the
very important role of revenue gemeration and accounting. For this
purpose, some of the aspects of the manpower examined in more detail
are the lop management, the middle management, other senior staffers
and the juniorate, their quality, gquantity and integrity maiters alor in
their ability to generate revenue for the government and account for it.
Organisational Structure of the Board: This is also important in
revenue generation because though the Board maybe alright in other
aspects, a fault 1n its structure may create problems of administration

that may inhibit success in the dimension of revenue generation.
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Role of Government: This has also been brought under focus in the
researchers believe that government intervention either by way of
appointment/recruitment of leadership (chief Executives and Directors
especially) or conflict resolution either make or mar the success of the
organisation.

Relationship with the Joint Tax Board: The study has also examined
the relationship of the Board with the Joint Tax Board (JTB) especially
in its ability to work hand in hand with the JTB and the extent of
implementing the policies of the JTB at the state level and the impact of

this relationship on revenue generation.

LIMITATIONS OF THE STUDY

A study of this nature is bound to be frought with problems and errors

whether of commission, omission or both. Some of the problems include:

(1)

(i1)

(1ii)

(iv)

Lack of Funds: Considering the fact that the course was undertaken
without sponsorship, one could not have expected the research to be
easy going for reasons of financial constraints.

Difficulty in getting the required Data: This arose out of 2 number of
factors some of which included the unwillingness of the organisations
and individuals to expose their secrets. Thus, it took the researcher more
than two years to get some of the pieces of information he was looking
for.

Time factor: This resulted from (2) above, since the researcher had to
wait patiently to assemble his data.

Suitability of the Hypothesis: Considering the approach adopted in the
study it may not be out of place to conclude that the hypothe(sis) used

in undertaking the research, might not be entirely suitable.



v)

(vi)

Human element: Though taxation is the concern of the research, the fact

that it deals with human being who cannot be reduced to the test-tube.
it is logical conclusion that the research ought 1o have been tainted with
elements of human bias.

Lack of cooperation from other staff of the Board and poor record
keeping culture inter-played to impede an early accomplishment of the

research.
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CHAPTER TWO
LITERATURE REVIEW
THE DEFINITION OF TAX

Tax is as sure as death. Regardless of any controversy. it must be paid -
whether consciously or unconsciously and whether directly or indirectly, The
primary purpose of tax is to raise revenue to defray the cost of government'.
Tax is a (sum of) money (to be) paid by citizens (according to income or value
of purchases etc) to the Government for public purposes’. As a stamtory
contribution required to be made by persons or companies, by or on the
authority of Government, tax is paid for the purpose of meeting the cost of
government.

Furthermore, tax is a general concept or device used by government to
extract money or other valuable things from people and organisations by use
of the law®. While Hug Dalton in his classic work perceived tax as "a
compulsory contribution imposed by a public authority in respect of the exact
amount of service rendered to the taxpayers and not imposed as a penalty for
any offence’, Summerfeld, Hershel and Brock view it as any non-penal yet
compulsory transfer (of money) from privaie to the public sector, levied on the
basis of predetermined criteria and without receipt of a specific benefit of equal
value in order io accomplish some of a nations’s economic and social
objectives®. Therefore, for any contribution to qualify as tax:

(@) It must be an involuntary contribution

Northern States of Nigeria Swdy Nows for Revenve Inspeciors. Primed by the Governmen: Printer, Kaduna
A.S. Hornby: Oxford Advanced Learner’s Dictionary of Current English Oxford University Press.
Internavional Encvclopedia of Social Sciencet

Hugh Dalton, Principles of Public Finance

Summerfield, Hershe! and Brock: An Introduction 10 taxation
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2.2

2.3

() Tt must have been imposed by a government or its agency which is duly
constituted to exercise authority over the taxpayer
(¢) 1t must be for the purpose of meeting the cost of government rather than

for the personal use of those who exercise the authority of governance,

THE RATIONALE FOR TAXATION

The moral authority of Government 1o levy and collect taxes rests on the
fact that government is for the good of all. Everyone therefore, has a duty to
contribute to the cost of discharging the functions of government.

Apart from revenue considerations, taxation could also be used as an
effective mstrument for influencing the level of output, aggregate demand,

investment, savings, price level eic.

ORIGIN AND DEVELOPMENT OF TAXATION

Though it is difficult to say, with finality, when and where raxation

began, suffices 10 say that it is as old as history. Many biblical and historicat

references abound to buttress this assertion.

Biblically, evidences of the development of tax are 1o be found in Gen.
14:20 which informs us that Abraham gave 1/10th of his possession 1o the King
of Sodom sequel to his conquest, and the same book® reckons the account of
the 1/5 of the harvest said to have been given 1o King Pharaoh during the
worldwide famine that drove people to Egypt in search of food. Accordingly,
valuation and payment according to ability, which is the origin of assessment,
18 to be found in the book of Leviticus 27:8.

6. Holy Bible: Genesis 47:24
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In the same vein, wars could erupt in the event of any refusal 1o pay
annual tributes like it did happen when the King of Moab refused 10 pay such
ributes to the King of Israel’. And in the event of any controversy as 1o
whether or not people should pay tax to the government, the answer is to be
found from the Lord Jesus Christ Himself, when he urged the Pharisees, who
came to trap Him with a question on taxation to, "render unto Caesar what is
Caesar’s and to God what is God’s". To back up His words with action, He
Himself paid t2x when He commanded Peter His disciple, by saying "But so
that we may not offend them (Government), go to the lake and throw your line.
Take the first fish you catch, open its mouth and you will find a four drachma
(silver) coin. Take it and give it to them for my tax and yours"®,

Historically however, the Egyptian Pharaoh is said to have been reliant
on free labour (Isrealites) and regular taxation exacted from the produce of his
soil, to run his govermment. In Persia, taxes were paid in kind while money
was paid in Syria. The Roman Empire on the other hand, relied on heavy
taxation to feed the Roman soldiers.

Characrerisncally, while the paymenr of 1ax was a maner of compulsion
in other parts of the world, in Athens, there were cases of voluntary
compliance by the rich to show their patriotism in terms of war. Similarly,
France is known for taxation by the Crown, the church and feudal lords.

However, be they as they may, 1t should be noted that these payments
in the strictest sense, were more of exactions thap tax in the modern sense
because not only were they collected sometime in kind but the collection was
done under very harsh conditions through crude and brutal means, usually for
the use of the ruling class and feudal aristocrats.

7. Hoiy Bible: I1 Kings 3:5 - 27
B. Holy Bible: Mathew 223.21
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As expected, this was later resisted quite vehemently ir various parts of

the world thus, paving way for refinement and modernisation of the tax system.

Some of the constitutional and legal references to such developments in Britain

include:

(1) The Magna Carta (1215): which prohibited the subjection of merchants
to unfair taxation.

(iiy  Petition of Rights (1628): which contained protests against taxation
without parliamentary consent

(iii) Civil War (1642). which was partially caused by high and oppressive
taxation and levy by the King.

(iv) The Bill of Rigbts (1688): which prohibited the levying of money for
the use of the crown without parliamentary consent.

(v) Intraduction of Income Tax (1790s): for the payment of wars against
France. It was intended to last for a year but renewed till 1816 when it
was abolished at the end of the Napoleonic wars and reintroduced again
in 1842,

(vi) Parliamentary Act (1911): which endorsed thai money bill may pass to

the crown for assent without concurrence of the House of Lords if sent

within a month and endorsed by the Speaker as Money Bill°.

CANONS OF TAXATION

Quite a number of great thinkers have ventilated their view op taxation -

either on what they believe it is, it$ origin, virmues or such other arguments.

Adam Smith {1776) for example, is one of them whose works not only form

Prof. Graze T. Fawnla: The Nawre and Origin of Taxation. Lecre Detiversd During the Modified Value Added
Tax Traip the Trainet’s Course Organised by MVAT Commitize C/o Federal Minisoy of Finance, Lagos on 12th
May, 1993,

14



10.
11.

the basis of modern developments, in taxation but make him to be regarded as
the founding father of political economics.

Adam Smith views a good tax as that which "ought to be so contrived
as both to 1ake our and keep out of the pockets of the people (taxpayers) as
little tax as possible over and above what it brings mto the public treasury of
the state” ¥ and cites equity, certainty, convenience and economy as the virmes
(canons) of such a tax. Though his argument is unassailable, and serves io
encourage the tax-payers compliance by educating him in the rationale of
rendering to Caesar what is Caesar’s, the questions that stare one in the eyes
are
- How do you determine convenience since a particular raxpayers

convenience is another’s inconvenience?

- What criterion is to be adopted to ensure the equitable imposition and
collection of the tax from taxable persons? and
- What conditions must be in place o make feasibje the attainment of the

economic objective of the tax as enunciated by Adam Smith?

These and other difficult questions make other authorities such as
Edmund Burke in his famous dictum to conclude that "0 tax and to please no
more than to love and be wise is not given 10 men"'". And as regards the
tnfrastructure that must be in place to make feasible the introduction and
administration of a tax (especially in a previously untaxed territory), Dr.
Richard Goode identifies them as follow:

(a)  The existence of a predominantly money economy

(b} A high standard of literacy among taxpayers

Adam Smith. The Wrealth of MNations, 1776, Book V (New York: Random House) Chapter I, Part Il.
Colins Bakar and M.]. Balogun [fe Essay in Administragon University of Ife pRESS, 1975, P,134.
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(c) The prevalence of accounting records, honestly and reliably maintained

(d) a large degree of voluntary compliance on the part of the taxpayers

(e)  the absence of an upper-income group with enough political power to
block tax measures deemed inimical to its position, and

(1) an honest and efficient administration”

This being the case, one might be tempted to conclude that Nigeria and
indeed Kaduna State , is a good environment for the introduction and
administration of any given tax that may be in contemplation but when one
brings into focus the Aba Women's riot of 1929 and other resistance o taxation
as well as the high degree of tax evasion and avoidance, 1t 1s clear that there
is more to the issue than think the ordinary mind. Perhaps a closer examination
of both Adam Smith's canons of taxation vis-a-vis the attitude of typical
Nigerian raxpayers may throw light on the issue .

The importance of taxation to government 1s underscored by the
prominence given to the subject by Adam Smith (1776) in his classic work’™”.
Perhaps the greatest contribution of that sage in this regard was his enunciation
of what is known as the cannons of taxation which include: Equality, certainty,
convenience and economy. How these cannons are used depends on the
economic policy being pursued by the government in guestion. Generally
however, socialist governments will want to manipulate the tax instrument to
maximise their social welfare objectives while capitalist governments will use
them to promote free enterprise or laissez - fair policies, Developing countries

on their own part manipulate taxation to enhance their general socio-economic

12 Colins Bakaer and M.). Balogun. Ife Essavs in Admunistration University of e Press. 1975 p 112
13 Adam Smuth, The Wealth of Nanons 1776 Book v (New York: Randum House) Chapter 11 Pant [
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growth - Though these principles have been re-interpreted by several people.

in general, their connotations are:

(i)  Equality: This implies that tax contributions should be in direct
proportion to the revenue earned and or benefits derived under the
protection of the state. Thus, Adam Smith’s concept of equality does not
imply equality of contribution but of sacrifice. This principle of taxation
is a principle of social justice based on ability to pay the tax imposed.
Though there is the tendency to view the notion of equality as implying
a flat amount of tax payable by each and every taxable person, in its
broadest sense however, it is referring to the imposition of the same rate
of tax on taxable persons who belong to the same socio-economic
bracket. But when the rate imposed on one bracket is viewed vis-a-vis
the one imposed on another bracket, the relationship may either be

proportional, progressive or regressive as shown below:

Taxable Income | Rate of Tax Payable (M) | Type (Incidence)
(M) Tax of Tax

A 90,000 10% 9,000
80,000 10% 8.000 Proportional
70,000 10% 7,000

B 90,000 20% 18,000
80,000 15% 12,000 Progressive
70,000 10% 7,000

C 90,000 10% 9,000
80,000 15% 12,000 Regressive
70,000 | 20% 14,000

Table 2.1: Income Tax Structures

Source: Improvished by the researcher

17



It should be noted that a tax system is proportional if the same rate of
tax is charged on every taxpayer regardless of the difference in incomes of the
taxpavers. On the contrary, the tax systemn Is regarded as regressive if the rate
of tax is inversely related with increases in income. That is, if the rate of tax
increases with decreases income.

Accordingly it is viewed as progressive if it increases with increase in
income. The rate of progression however, varies from country to country. In
some countries, it is steeply progressive while in others, it 1s less steeply

progressive. In Nigeria, the progression of the tax rates are as presented

hereunder:

1 For every naira of the 1st %10,000 @ 5%
2 T ! " next 10,000 @ 10%
3. " ! " next 20.000 @ 15%
4. 5 - " next 20.000 @ 20%
5. S " " npext 60.000 @ 25%

Table 2.2: Income Tax Rates

Source: 1997 Income Tax Guidelines for the operation of PAYE in Kaduna
State.

Accordingly, the tax payable on an income of % 100,000 for example will be

1. 2 10.000 @ 5% = X500
2. 10,000 @ 10% = 1,000
3. 220,000 @ 15% = 3,000
4. 20,000 @ 20% = 4,000
5. X 40,000 @ 25% = 10,000
Total Tax Payvable — N 18,500

Note: Workers whose earned income is 330,000 or below are to pay only the
minimum tax of 0.5%.

Table 2.3: Tax payable based on rates

18



Source: Adopted from 1997, Kaduna State Income Tax Guidelines for the
operation of P.A.Y.E.

Without prejudice to what their virmes may be, progressive tax
systems have their own problems. For example, when the rich pay their
tax under direct assessment, the amount paid is by far less than what
employees pay under P.A Y E thereby violating the equity principle of
taxation. This is one of the problems, the Nigerian Tax System is
contending against.

Tax is usually based on something defined by law. This is known
as the "Tax-base" which is either income or property.

Income from sales of services rendered by property 1s called
"Unearned income" while the one derived from the sales of services is
called "earned income”. The Nigerian tax law, it should be noted does
not quite define income in a comprehensive manner. It is difficult,
therefore to deliniate between taxable and non-taxable incomes. For
instance, section 20(1} of ITMA (1961) provides only the general
procedure for calculating assessable income. As a consequence,
therefore, the taxman has to grapple with the problem of identifying the
income to be assessed.

Apart from definition problem, it is well known 10 the axman
that the taxpayer’s property may not necessarily be income, after all, not
all types of property can be quantified. If on this basis a relationship is

- created between the taxpayer’s property and his ability to pay tax, what
is to define the relationship? This will then imply that people who have

only the necessities of life such as shelter, food and other intangible

human characteristics such as obedience, integrity and subserviance do

not belong to the bracket of taxable persons. And if they are to pay,
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(i)

{iv)

then care has to be taken to ensure that it is not unnecessarily 100 high
and progressive since it is a disincentive to efforts.

Certwainty: This principle postulates that tax-liability should be certain to
the tax-paver in terms of pavment period. amount to be paid and the
manner of payment. Arbitrariness on any part of the above 1ssues. 1s a
violation of the principles of certainty. And lack of it bestows the power
of favouritism, corruption or repression on tax administrators. By
certainty, therefore, Adam Smith means that tax legislation should be
unambiguous, precise and that the amount of tax 1o be paid should be
based on legislation.

Convenience: This implies that tax should be collected i 2 manner that
makes payment most convenient for the taxpayer. Thus, taxes on income
are best deducted at source while outlay taxes are best discharged at the
point of purchase.

Economy: The economy of tax collection is a function of the
relationship between revenue generated from taxes and the burden (cost)
of tax collection. There is diseconomy where cost of tax collection
constitutes a very high proportion of the revenue generated and tax
economy where the reverse is the case.

As expected, these original postulates of Adam Smith have been

redefined and expanded in various ways'®. Thus, the maxim of equality has

been redefined by subsequent contributors into various equity principles. The

contributors include John Start Mill and A.C. Pigou.

14.

Prof. F.O. Okafar, General Conceprs and Financial Implications of Taxation. Paper delivered at the Trainers
Workshop on MVAT, held a1 the COnference Centre, Obaferm Awolowo Universiy He-Ife Mas | 1w, 1993,
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On his part, Mr Mill views 1t as meaning equal sacrifice by every person
irrespective of income. The greatest impediment however, to this view is the
fact that since people are not equal both economically and socially, how can
their sacrifices be the same then?.

A.C. Pigou however expanded it to imply least aggregate sacrifice or
sacrifice benefit principle which means any amount of money paid as tax
should fetch marginal net aggregate welfare. In other words. if people want io
enjoy any government services they must be ready to pay for them.*

However, the questions raised by these analyses are how these benefits
of social service received could be measured e.g. between the young and old;
how many recipients of the benefits can pay for them and who actually receives
more benefit from the government - the young, old or who?. The young, old
and infirm, in the believe of the capitalist governments, should receive social
benefits regardless of their contribution to the government. In socialist
countries however, the principle that relates the government to its citizens is
that of the state getting "from each persons according to his ability and to each
according to his needs....... everything for the sake of man and for the benefit
of man....""".

Thus, when viewed critically especially in modern context, it can readily
be concluded that the issue of economy is operationalised 10 emphasise the
question of efficiency rather than economy per se. In that regard, the efficiency
of a 1ax regime 1S measured by its propensity or lack of it 1o distort prices.
These maxims and principles of taxation must therefore be interpreted and
applied in the proper context because taxation is not just an economic

engineering issue. It has political, socio-cultural and ethical connotations that

Prof. P.C. Daudu (Lecture on) "The Principles of Taxation™ Nov. 1980
“The Commumist Manifesto™ Quoted by Frederick C.). in "An Inrroduction to Pol. Theory® Arthurion Press Achor 1968
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must reflect the political economy of the day. Thus, issues like the simplicity.
flexibility and income distribution effects of the tax system have become
mmportant considerations.

The issue of simplicity, for example, includes the need for the average
taxpayer to understand the main principles involved in the relevant tax system
and the need for tax assessment and collection procedures to be straight
forward and inexpensive to operate.

Flexibility on the otherhand is important because of the need to use
taxation as an mstrument for regulating the economy. The above conceptual
framework provides the basis for analysing the merits and demerits of a tax
system which may either be in operation or is being considered for

introduction.

TAX CLASSIFICATIONS

There are various classifications to taxation and each underscores
distinction (dichotomy) which derive from the basic features of analysis being
pursued. Three basis for the classification include:

(A) The tax base (i.e the economic variables subiected 10 tax)
(B)  The tax coliection strategy adopted (i.e direct or indirect)
(C) The proportionality of the tax burden on different tax pavers (i.e

progressive or regressive).

(A) Tax Base Classification: This include:

(i) Income Tax: is tax on the flow of current factor earnings such
as tax on wages and salaries, rents royalties and interest received.
Company profit tax is also included in this classification because

corporate profit in principles represent income to shareholders.
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(o)

(1)

{ii1)

(iv)

Capital (Wealth) Tax: is imposed on various stock of assets
owned by the taxpayers such as property tax, inheritance tax, and
1ax on gifts and other endowments.

Qutlay or Transaction Tax: is levied on the purchase, use or
enjoyment of particular goods and or services. Examples are
sales, entertainment, and mortuary taxes.

Head or Capitation Tax: which refers to tax, specific in
amount, that is imposed on individuals, as persons. without

regards to their economic level or status.

Direct_and lndirect. Tax Classification

(1)

(i)

Direct Taxes: are those that are levied directly on the tax-payer -

and are generally collected from him. Its incidence is direct and
total - total because the burden 1s borne completely by the person

levied, its example, is income tax.

Indirect Taxes: are those levied on goods and services. Their
burden, is borne by those who consume the goods and services,
because they are included in the cost or price of the commodities
taxed. Indirect taxes are generally collected from third parties
such as manufacturers or wholesalers. But the incidence or
burden of payment is passed down completely or partially in the
form of tax - adjusted prices payable by the ultimate consumers.

Excise duties and tariffs are examples of indirect taxes.

Classification Based on Proportionality of Tax Burden

Among others, such taxes include:

@

Ad Valorom Tax: this is a value determined tax. Its liability is
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calculated as a proportion or percemtage of the value of the
assessable tax base.

(ify  Capitation Tax: is a fixed or specific tax payable by each taxable
person. The value of capitation tax could however. vary among
various categories or groups of individuals such as age or sex or
professional groups. But a fixed amount is imposed on persons
within each group. Capitation tax is often referred to as headtax

because it 1s levied on a per capita basis.,

DEVELOPMENT OF TAXATION IN NIGERIA

The British ingoduced Personal Income tax to Nigeria about one
hundred years after its evolution in Britain. But before the coming of the
British, various taxes were already being administered by various communities.
In Hausa land, Zakat which is the tithe commanded by the Koran was being
paid by muslims. Jangali (cattle tax). "kudin kasa" (land 1ax) and "Gandu"
(capitation tax) were all being collected by community leaders before the
advent of the colomial masters.

In the same vein, "Isakole"” which 1s tax on land in Yoruba
commuunities as well as death duties. fines and tributes were also being
collected by community leaders before the advemt of colonial masters.
Therefore, by the time the British came there was already an enabling
environment for the introduction of personal income tax.
NIGERJIAN TAX L AWS

The first tax law was introduced by Lord Lugard in Northern Nigeria
in order that a proportion of the tax collected by the Emirs was paid to the

treasury. This was the native Revemue Proclamation No.4 of 1904. The

17. Prof. Grace Fanunla: The Natire and Origin of Taranon. Lecure Deliversd during the Maodified Value Added tax
Train the Trainer’s Course Organised by MVAT Comminiee Cio Federal Mintstry of Finance. Lagos 12th, May.
1993,
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assessment which was meant for a whole community was done by the

administrative officer in consultation with the District and Village heads who

were responsible for its collection. This tax law was laler to be known as

Comimnunity tax.

(1)

Tax Laws in the South

Personal Inconie Tax was not introduced to the South until 1914, When
Oba Overami dicd in Calabar in 1914, his son became Emeka [ of
Benin. The native Authority systen was then introduced to Benin under
the new Oba. 1t was then that the people there aceepted to pay their
taxes. The system was introduced 1o the yorvbhaland m 1916, and in
1918, poll tax was introduced int Oyo. While the chicls collected the tax
in Qyo, and Ibadan, the Ogbonis collected it in Egba arca.

In the East, warrant chicfs were created to pave way for its
introduction and in 1928, 1t was finally introduced with the aid of 500
additional policemen enrolled to control any disturbances. Tx 1929, the
well-known "Aba Women's Riots™ took place on the wrong notion that
womcen were to pay ax. Income {axes were paid by natives outside
Lagos under a separate law while natives in Lagos aud non-npatives all
over the country paid under another faw. The Income tax Ordinance No.
3 of 1940 applicd to non-natives in the country and o natives in the
colony of Lagos. Dircet Tax Ordinance No.4 of 1940 was applicable (o
all natives except those in (he township of Lagos. But the laws were
amended in 1943 and 1948. When the country was federalised in 1954,
the Income Tax Ordinance became a federal responsibility and the
Direct Tax Ordinance was operated by the Regions.

In 1956, the Eastern Region cnacled s first lax [aw, called

Finance Law No.l and abolished the application of the Direct Tax
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(i)

(iv)

v)

Ordinance, 1948 in the Lastern region. The Western Region did a
stmilar thing in 1957 by enacting the Income Tax Law No.16 of 1957
while the North passed ils own - the Personal income Tax Law No. 6
of 1962.

Policy Background

Direct taxation became a concurvent power of the Federal and Regional
Government under the Nigerian {(constitution) Order in council, 1954,
The report of a commission in 1958 was contained m section 70 of the
Nigerian (constitution) Order in council 1960. This forms section 76 of
the 1963 constitution. |

Income Tax Management Act

This act was passcd to attain uniform principles of Personal Income Tax
m the country. It is not a comiplete 1ax law and cach region had its own
law which provided for the administration of the Act.

Joint Tax Board

This body is created by section 27(2) of the Income Tax management

Act 1963, the chairman ol the Board of Inland Revenue is the chairman
of the Board. Each state has a member on the Board. Tis primary
purpose is to consider inter-state problems and recommend (ax micasures
ta the Pederal Governmient for actioit.

Uniform Taxation Decree No.7 of 1975

The decree was promulgated as a result of different tax rales and
allowances in different stales of the Federation. This has effect on
mobility of labour where an employee who was transfered from one
statc to another found himself in a different lax system and might have
to pay more tax than before on the same level of income. The Joint Tax

Board, made recommendations which were considered by cach state and
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(vi)

(vii)

(viil)

finally accepted by the Federal Military Government. It must be
remembered (hat Decree No. 1 of 1966 has already suspended scction
76(4) of the 1963 Federal Constitution which might have made the
intended uniform system impossible. The elfect of the Decree, which
forms section 20(A) of the Income Tax management Act, 1961 made tax
reliefs and ratcs of tax the same for all personal income tax in the

country.

Stamp Duty Ordinance 1953:
This regulates transactions which are subject to advalorean duties to give

thent legal backing for purposes of revenue. Under this ordinance, those
maticrs over which the states had no tax collection jurisdiction arc stamp
by the PFederal Inland Revenue Scrvice c.g stamp dutics for the
registration of capital of new companics are collected by the Federal
Inland Revenue Service. Stamp dulies on Jegal transaction involving
individuvals only arc payable to the state. The Act is now being reviewed
to strcamline the various rates with a view to bhaving uniform rates.

Capital Gains Tax 1967

This imposes lax on profit derived from the sale ol capital tems c.g
property, shiares, cte. The tax rate is 20% of the net gain after deducting
the original cost of the assets amd the expenses of sale,

Capital Transfer Act 1972

This is intended © tax capital transfered rom one person (o another
ather than by outright sale. Capital is deemned to be translered to another
person when the owner dies, or by way of gratitious gift and the
transferee bears the tax. Gifts of property from father to children during
life-time arc deemed to be capital transfer liable to tax because the law

was desigtied to catch those who are reatly wealthy. For this purpose,
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(ix})

property less than N100,000 in value is not taxable. States which are
supposcd Lo implement this legislation, have continued 10 shy away from
the implementation. So far no one is known 1o have been assessed under

the law as such,

Personal Income Tax Decree (Decerce 104 of 1993)

This legislation regulates personal taxation in Nigeria, In other words,
it regulates the assessment and collection procedures for the individuals
or body ol individuals including a family, any corporation sole, trustee
or execufor having any income which is chargeable with tax under the
provisions of the Decree. The provisions ol the decree are 1o apply
throughout the lederation except as therein provided.

Nole that 10 reflecting the constitutional provision which places
the taxation of income and profits in the exclusive legislative list Income
Tax Management Act Cap [73 LEN {990 and the Income Tax (Armed
Forces and Other Persons) (Special Provisionsy Act (Cap 174 LEN)
1990 have been merged with Personal lncome Tax (Lagos) Act 1961
(PITLA) and redraft to Personal Income Tax Act (PITA).
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CHAPTER THREE

RESEARCH METHODOLOGY AND HISTORICAL BACKGROUND OF

3.1

PERSONAL INCOME TAX ADMINISTRATION IN NIGERIA
RESEARCH METHODOLOGY

The research is undertaken in the field of taxation (i.e tax chargeable on

income, the determination of which is best on preceding year basis, be it Direct
Assessment, Withholding etc). The researcher, accordingly, adopted a

historical approach to conduct the research for a six-year period (1991 - 1996).

Since the issue of accountability is the central theme of the research,
efforts have been made to bring into focus all sources of revenue available to
the Board namely, PAYE, Direct Assessment, Withholding taxes, Fees (e.g
Motor Licensing fees) Levies (e.g Development Levies), Stamp duties,
Entertainment tax, efc.

In the same vein, the activities of all the eleven Area Revenue Offices
located all over the state namely; Doka, Kakuri, Tudun Wada, Kawo, Zaria,
Samaru, Kafanchan, Saminaka, Birnin Gwari, Kachia and Ikara revenue offices
have been brought into focus to enable a more substantive determination of the
revenue generating capacity of the state vis-a-vis the amount actually accounted
for during the period under review.

To achieve the above objective, a random sampling of data is made from
all the eleven offices including the headquarters and then aggregated and
analysed in addition to personal interviews conducted all over with principal
officers of the Board.

Apart from the above, the research also administered' Questionaires on
taxpayers who were either not accessible or were too busy to avail themselves

for personal interviews,
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3.3

HISTORICAL DEVELOPMENT OF THE BOARD

What is today known as Kaduna State Board of Internal Revenue was,
prior to 1985, a division (Revenue Division) of the then Kaduna State Ministry
of Finance. The division was headed by a Commissioner of Revenue, whose
choice was expected to be guided by experience and transparency of character,
among other factors. Under this arrangement, all other officers of the division
were directly responsible to the Commissioner regarding the day to day
discharge of their official assignments. On his own part, the Commissioner of
revenue was answerable to the Commissioner of Finance both in matters of
administration and those that border on revenue generation and accounting.

In 1985 however, the government decided to elevate the division to the
status of a full fledge Board, headed by a Director General'. In martters of
administration, the Board became independent of the Minisiry but in marers
of financing, its activities were to be financed by the Ministry of Finance. The
Board continued to operate in this manner until 1993, when it was in
principles, elevated further to the status of an independent Board, headed by

an Executive Chairman, for the purpose of efficiency and administrative

convenience

FUNCTIONS OF THE REVENUE BOARD

The Board,, being the live-wire of the Government is charged with vital
respousibilities. Though tax administration is the primary function of the
Boazd, suffices 1o say that administering tax is a responsibility that entails

1. Kadung State Edict No. 12, 1985.
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many other responsibilities some of which are performed everyday while others

are performed periodically. Some of these functions include:

A Assessment of taxpayers

B.  Collection and accounting for the tax assessed
C. Provision of tax clearance certificate

D.  Prosecution of tax defaulters

E. Taxpayers education etc.

Considering the size of the state, and the need for efficiency of 1ax
administration statewide, the Board decided to open up more Area offices at
different locations of the state to caier for the needs of the taxpayers in each
of these locations. Therefore apart from the Headquarters in Kaduna and a
Liaison Office in Lagos®, one branch office each was opened in Zaria and
Kafanchan. Realising that these offices were not adequately exploiting the tax
potentials of the state, the Board in 1987. decided to oper up 9 additional
branch offices at various parts of the state to bring the total number of offices
t0 11 in all as listed hereunder:

Doka Revenue Office

Kakuri Revenue Office

Tudun Wada Revenue Office
Kawo Revenue Office

Zaria Revenue Office

Samaru (Zaria) Revenue Office
Kafanchan Revenue Office

Saminaka Revenue Office

W oo o R

Birnin Gwari Revenue Office

2, Payments of Withholding wres deducted from payments due 10 Kaduna State indigenes in other states are pavable
to the Headquaners while the Board's Lizison Officer in Lagos whose office is also considered av a Revenue Office,
collects all WHT paymems due w Kaduna Swae indigenes residing in Lagos and remits same 10 the Headquarters,
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10.
11

Ikara Revenue Office
Kachia Revenue Office.

ORGANISATIONAL STRUCTURE AND POWERS OF THE BOARD

At inception, the organisational structure of the Board was m every way

the same with those of other states in the North. With time however, the

structure received various modifications that made it different from others.

Though the intention behind these modifications has been 1o create room for

admunistrative pragmatism so as to enhance efficiency of revenue collection and

accounting, whether or not these targets bave actually been achieved, is a

different issue aliogether. Accordingly, some of the organs of the Board

include:

(a)

Office of the Executive Chairman:

Being the Chief Executive of the Board, the Chairman is primarily
charged with the general administration of the Board. While he is
expected to work band in hand with the Commissioner of Finance in -
accounting for the activities of his organisation, the Executive Chairman
has some room for direct reporting to the State Governor. Powers of the
Executive Chairman (Commissioner of Revenue as in the case of former
arrangement) are defined by sectiop 3(1). 3(2) and 29(1) of Personal
Income Tax Law (Northern States). He is generaily regarded as being
in charge of administration of the tax laws and revenune generation.
These include powers to assess, collect and account for the taxes.
He also has discretion of exempting people from tax payment in the face
of evidence to suggest same. Because broad policy issues are his main
concern, detailed and routine issues are not part of his schedule. These

he passes on to his Directors and other members of the management
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(h)

B

team. However, the coordination of tax audit activities is part of the

responsibilitics of the Office of the Executive Chairman.

Directors
The Executive Chairman together with his directors constitute the
membership of the Governing Board of the organisation with himself as
the Chairman. It is worthy of note however, that while most ol the
members are working directors who have portfolios, the rest are outside
directors without portfolio’. Though the organisation has, over the last
few years, witnessed many changes that have not allowed for a stable
structtire, suflices to mention that the following are some ol the
members of the Governing Board.

(i) Dircctor of Administration and Persomnel: He is a senior officer
of the Board, who is very experienced in stalf administration. He
is particularly responsible for the day 1o day administration of the
Board with particular respect to stafl matters.

(i) Director Personal Income Tax: He is vested with the
responsibilities of advising the Fixecutive Chairman on matters
relating o Personal Income Tax, issuance of Tax Clearance
Certificates and other refated duties,

(1)  Director Other Taxes: (in otherwords, Director Miscellancous

Taxes), his primary responsibility is to handle all issues relating
to  miscellancous  taxes such as Road Taxes, Business
Registration, Stamp Duty, Development Levies and advising the
Executive Chairman on same.

Working Directors here, is i reference o thase wop officers of the Boand who are heading the vanous departments

of the Board while those who are nesther from within nor are heading any depariment are ontside directons. However,
i 3 bid o reorpanse the Board, the number of dueciors was later reduced from 8 10 5§
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(c)

(d)

K

(ivy  Director. Revenue Collection and_Accounting: It is his

responsibility to see to the effective collection of and
accounting for all taxes and fecs due to the state
government and advising the Executive Chairman on
same. He is also incharge of running the computer unit of

the Board.

(v)  Dircctor of Investigations and Audit: He is an experienced officer

in audit and is primarily concerned with ensuring that fraud is

eradicated or minimised to the barest minimum.

Middle Managemcnt
The membership of the middle management is constiited by

senior officers of the Board who are well versed in technical tax
matters. They are the immediate assistants to the Dircctors. Fach
director therefore has a number of such officers directly under him.
They are charged with the responsibility of facilitating (he activities of

their respective directors.

Area Revenue Officers

These are supposed to be technically competent senior officers of
the Board, who are versed in various aspects of taxation. Under normal
circumstances, any officer who is to head an office of this nature must
not only be a technical officer, but he must have passed prescribed
conversion examinations to the techpical cadre if he is not a graduate

from the relevant discipline®.

Relevant disciplines here refer to Business Adminisiration, Accounting and Economics.
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Unfortunately over the years, either as a result of shortage of manpower
or the outright prevalence of nepotismy, this virtue was discarded and
appointments to the headship of these offices started to be made
arbitrarily.

However, be it as it may, cach Arca revenue Officer 15 expected
Lo administer all tax matters cmanating from the jurisdiction of his office
particularly as they relate (0 tax assessment, tax collection ad
accounting, tztxpaycf cducation and the processing of tax clearance

cerlificales preparatory Lo their issvance at the Headquarters.
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3.9

Pursuant to this, each Area Revenue Office is subdivided into
various units such as PAYE, Direct Assessment, Collection and
Accounting, Motor Licensing and Cashier’s units, with each of these
units being headed by an officer that is supposed to be technically

knowledgeable in that aspect.

Liability to the Payment of Tax in Kaduna State

Both issues of payment of tax to a particular tax authority and the
relevant tax payers who are (o pay the tax to the tax authority are issues that
are guided by the provisions of the Income Tax Management Act (ITMA)
1961. Accordingly, everyone of adult age, who resides in Kaduna State for at
least half a year and who is gainfully employed, except otherwise stated, must
pay his personal income tax to Kadupa State Government. Payment of the tax
either PAYE or Direct Assessment is without prejudice to whether or not a
person is in someone’s employment or he is self-employed.

In the same vein, modalities for the payment of the tax is guided by the
provisions of the ax law in consonance with the principle under which the
income is derived. Accordingly therefore, while the payment of directly
assessed tax (Direct Assessment) is on preceding year basis, that of PAYL is
on current year basis®. The intention behind this arrangement is to provide
adequate opportunities to taxpayers under both schemes and to the tax official
as well to reasonably determine whether or not profit has been realised out of
the business as 1o warrant the imposition of tax. Therefore, once it is
ascertained that profit has been realised, an assessment will be made whether

or not the source of income has ceased to exist or produce income.

2 Federal Government of Nagena. Income Vax Masagement Act, 1)



However, while the taxpayer has the right to object (o any assessment
he feels has been arbitrarily raised, the tax authority on its own part has the
right to refuse to amend the assessment in the absence of evidence (0 suggest
the contrary®. For this reason, income from employment, rents paid in advance,
mcome ol Menerant workers, pension, bonuses and commissions are all liable
10 tax in the year they are earned given regard lo the certainty as to their
magnitude.

A taxpayer’s obligation to pay tax to Kaduna State, ceteris-parribus, is
a function of whether or not the taxpayer is resident or deemed (o be resident
in Kaduna State on the first day of January of the year of assessment ', For this
purpose, "residence” or "home" means a place available for the individual’s
domestic use in Nigeria®, Residence in this case does not include any hotel or
rest house where the taxpayer is lodging temporarily unless there is no more
permanent place available for his use than this. The tax laws further provides
that if an individual has more than one home in different places, the relevant
home is where he resides or deemed to be resident on the first day of January.
As regards a pensioner who has no income from employment, trade, business,
profession or vocation, the place where he usually resides is to be regarded as
the residence, whereas in the case of an employee, the place nearest to his
usual place of work is to be regarded as the resident. Therefore, subject to the
fulfilment of the above conditions, some of the taxes payable to Kaduna State
Government include:

i, Pay as you earn (PAYE)

2. Direct Assessment
O Northern States of Nigena. Personal lncome Tax Laws, Section 28
1 Federal Government of Nigena. Income Tax Management Act, Secnon 32)
8. Federal Government of Nigeria. Income Tax Musagement Act, Secinn 2]
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3. Withholding Taxes (on contracts, Director’s fees, dividend, bank

deposits, elc)

4. Registration of Business premises
3. Entertainment Tax

6. Development Levy

7. Stamp Duties

8. Road Taxes e.g.

(i) Driver’s Licence Fee

(if}  Motor Vehicle Licence Fee

(itty  Vehicle Registration Book Fees

(iv)  Learner’s Permit Fees

(v}  Change of Ownership Fees

(vi) Vehicle Registration Fees

(vii) Local Identification Mark (Stickers) Fees
(viii) Fuel Log Book Sales

(ix)  Vehicle Number Plate Fees.

3.6  Non Taxable Incomes

Without prejudice to the foregoing, if 1s worthy of mention that not alf

incomes are taxable. Some of the non-taxable incomes include:

1.

Incomes of ecclesiastical, charitable, or educational institution of public
character in so far as such income is not derived from trade or business.
Incomes of persons engaged by various overseas aid e.g USAID,
UNESCO, ICRC, ctc.

Iucomes of any trade union registered under the Trade Union
Ordinance, in so far as the income is not derived from any trade or

business.
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10.

11,

12.

13.

14.
15.

Official cimolument of the Head of State and State Governors,

Income of any Local Govermment or Goveritiient histituttons.

The establishment allowance of a chief.

Interest paid or credited to any person by the Nigerian Post Office
Saving Bank.

Investment income of bodies running an approved pension, provident
fund or retirement benefit scheme.

Incomes of registered cooperative societies

Emoluments payable trom United Kingdom Fands to & person in the
permanent service of the United Kingdom Government m Nigeria except
where the employee is a citizen of Nigeria and he ordinarily resides in
Nigeria.

Income of any statutory or registered friendly society in so far as the
income is not derived from a trade or business carried on by such
society.,

Remuneration of any consular officer or emiployee of a foreign country
except where the employee is engaged in domestic duties or he
ordinarily resides in Nigeria.

Gratuities payable to govermment officers subject to a maximum, in
cases ol services not amounting to five years or N30,000 per year ol
service; any excess is laxable,

Death Gratuity®

Wound or disability pensions granted to members of the armed forces
or any of (he recognised national defence organisation or 10 persons

injured as a result ol cnemy action.

9, Joint Tax Board Employer's Guide 0o PAYE, 1981
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Penalties for Tax Default.

Thete are as many penalties for tax default as there are benefits for tax

paymenis. Some of which include:

l.

2
3.
4

10.

Interest at the prevailing rate on the liability

Penalty (10% of the liability)'.

Issuance of provisional clearance certificate instead of a full certificate
Outright refusal by the Internal Revenue Authority 1o issue lax clearance
certificate.

Any other form of punishment the court may imposc on the delaulter
upon prosecution,

Refusal by organisations {privale or public) to register the defaulier as
confractor.

Refusal to grant him foreign exchange

Refusal to issue him international passport

Relusal to gram the defaulter’s application for land from the state
goverpment,

Relusal to register the defaulter maotor velicle

Refusal to be granted government loan

refusal to grant the defauller’s application for firearm licence

Refusal to grant his application for approval of building plan.

Refusal to gramt his application for trade licence

Refusal 1o grant his application for transter of real property.

Refusal to grant his application for import/export licence

Refusal to grant his application for pools or gaming licence

The defaulter cannot register as a distributor

10, Fedreud Government of Nigerin, Nigerian Tax Laws
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19.
20,
21.
22.

He cannoi be confirmed with any public appointment
He cannot be allowed to contest any election
Refusal to grant his application for business registration

Refusal to grant his application for market stall.
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4.1

CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS

This chapter deals chiefly with summaries of the information, facts and
findings of the research. The statistics presented is closely studied and
analysed.

Since the purpose of the study is to understand the basic variables that
interplay to make feasible the effective administration of tax in Kaduna State
as well as the Factors that impede effective accountability of the proceeds of
tax, a close analysis is made of the following: the geo-economic set-up of the
state with reference to its human and natural resources as well as its industrial
endownients and their composite impact on revenue generation,

In the same vein, the role of government in the establishment of a
Revenue Board; the organisational structure of the Board; the relationship of
the Board with the Joint Tax Board is also examined to determine their
refationship with the amount of revenue that could be generated. In conformity
with the above, the various revenue (tax) sources available to the Board are
criticatlly analysed to determine their viability/performance and the losses
incurred by the government as a result of lack of accountability either due to

fack of remittance or due to diversion by employces of (he Board.

The Geo-Economic Set-up of Kadunan State

Kaduna State is one of the 36 states ol the federation located in (he heart
of the Northern part of Nigeria. The state is bounded in the North by Katsina
and Kano States while in the West it is bounded by Zamfara State. In the North
East it is bounded by Kano State while in the South East and South West it is

bounded by Nasarawa and Niger States respectively.
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With a total population of about 5 million people, the state is made up
of 23 Local Governments namely: Zaria, Kaduna South, lgabi, Jemasa, Jaba,
[kara, Kaura, Zangon Kataf, Kaduna North, Soba, Kachia, Makarfi, Giwa,
Chikun, Lere, B/Gwari, Sanga, Kajuru, Kagarko and Kauru, others include
S/Gari, Kubau and Kudan. The major tribes i the state mclude Hausa,
Kurama, Gwari, Kadara, Bajju, etc while the major towns in the state are
Kaduna, Zaria, Katanchan, Saminaka, Zonkwa, Kwoi and B/Gwarti, etc.

This configuration defines the pattern of economic activities in the state
at both urban and rural areas. Accordingly, the urban areas constitute the major
centres of commercial and industrial activities. Among others some of the
industrial concerns in the state include the NNPC, United Nig. Texules,
Peougeot Automobile Nig. Lid; Arewa Textles Nig. Lid, DIC, NTC, e,
while institutions include: Ahmadu Bello Upiversity, Kaduna Polytechnic,
Federal College of Education Zaria, Kaduna State Polytechnic Kaduna, College
of Education Kafanchan, eic.

As of Government Ministries and parastatals both Federal and State, are
quite many. They also po along away in helping to deline the volume of
economic activities going on in the state. Interalia, such Federal Institutions
including: the National Teachers Institute, National Primary Education
Commuission, National Education Technology Centre, National Board for
Tecnical Education, National Commission for colleges of Education, National
Commission for Normadic Education, National Water Reasources Institute and
a host of others. At the State level they include all the State mistries and
paratals which are too numerous (o mention here.

Another interesting feature of the State economy are the various
activities going on at the rural areas that are mainly agrarian in nature such as

. . . . . Se
the production of various food and cash crops and their sul}\quum
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commerlialisation, Some of them include maize, rice, g/uts, millet, yam,

pinger, cotlon, guine corn, cassava, etc.

Organisational Structure of the Bourd

The structure of an organisation is the [rame work on which the weight

of the responsiblities of the organisation rest. In the same vein, the success or

failure of the organisation depends, very squarely, on (he ability of the frame

work (0 sustain the gravity of the activitics it is expected o carry oul.

A study of the organisational structure of the Revenue Board (see page

18) reveals nothing rather than a confused situation that is difficult to describe.

This stems {rom its lack of unifowmity. Apart from the Executive Chairman and

the working Directors, the positions of other principal offices of the Board arc

not well defined.

).

(i1).

(1in).

(iv).

A cursory look at the organogram will reveal the following:

That some Directors such as the Director of Personal Income Tax and
the Director of Finance and Supplies have Deputies while others such
as those of Other-Taxes (miscellaneouns Taxes); Revenue Accounting and
that of Investigations and Monitoring have no Deputies except Assistant
Directors - Whyt

The Secretary/Legal Adviser of the Board, who is not a Director but an
Ex-officio member has a Deputy Director under him- Why?

Some Assistant Directors such as that ol Revenue Accounting are at par
with Deputy Directors - why?

The organogram is generally very complicated and confusing - officers
of the same rank are not placed at par. The organogram never assumes
the dimentions ol a normal organisational chart, Why should an

organisation of this nature not always have problems? The inability of
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an organisation to define its structure is a clear indication of the
existence of an indemic problem that bedevills the organisation for as

long as it exists.

Amonyg other things, some of the problems that may arise out of a faulty
organisational structire of this nature hiclude personality clashes, since the
structure has not been able o place officers of the same rank at par. There is
also the inherent inevitability of job-overloading in which case some Directors
will be overloaded with work given regards 1o the (act that such Divcetors have
no Deputies who will help decongest their work.

In other words, delegation of responsibilities in situations of these nature
is not practicable. Personality clashes will also be inevitable since some officers
are placed above their counterparts even though all of them: have the same rank
and in some circumstances, some of the officers elevated are junior (o those
above whom they have been placed. The resultant outcome of such a structure
is the frustration ol revenue generation efforls due to inappropriate delinition
of roles. Unless this problem is arrested in good time, it will impede every
meaningful efforts the Board is making and will eventually destroy the very

basis of the Board’s existence.

Role of Government in the Administration of the Board

Perhaps, more than any otler factor, the role of the government in the
appointment or recruitment of the leadership (Chicl Executives and Directors
especially) of an organisation as well as its role in contlict resolutions cither

make or mar the success of an organisation.
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In the case of appointments of Chief Executives and Directors, it is
expected that those to be appointed are professional tax men of proven integrity
from within the Board. Incase of conflict resolutions, it is also expecied that
issues would be looked intd very objectively and adjudicated over very fairly.
These guidelines have been given by the Joint Tax Board in the belief that it
is the only way the Board can be made to move forward.

Unfortunately, it is not so in Kaduna State Revenue Board. In the case
of appointment of Chief Executives and Directors, instead of appointing tax
men from within the Board, the government over the years, in its actions
demonstrated preference for non-taxmen from outside for the leadership of the
Board. In the case of conflict resolution, the Government cannot be said to fare
any better either. The suspension of all Directors sometime back for nearly two
years (1997/98) simply because one of the departments (Other Taxes) had
problems is a case in point.

Needless to indicate therefore, that some other problems that have
always bedevilled Kaduna State Revenue Board such as those of poor
performance due to lack of qualified staff, fraud and even administrative
problems are largely as a rsult of defective appointments. or recruitments of
some of the Chief Executives/Directors . Consequently, if the Board is to move
forward, both the Government and the Board must be ready to abide by the
guoidelines issued by the Joint Tax Board which provides for the composition
of the State Revenue Board as follow:

1. Executive Chairman - Who is a person experienced in taxation and who

is transparently honest, must come from within the Board.

2. Three other persons to be nominated by the Commissioner of Finance
on merit.
3, The Directors and Heads of Departments within the service
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4. A Director from the State Ministry of Finance
A Legal Adviser - Who shall be appointed from the State Ministry of
Justice and
6. A Secretary, who shall be an Ex-Officio mentber
In ihe same vein, the Board is to have a technical conmmittee, the
constitution o which shall be as follows:
i. The Chairman of the Board as Chairman
ii. The Dlrectors of the Board (Al Directors of the Board) as members
ili.  The Legal Adviser (o the Board and

iv.  Secrelary (o the Board.

Relationship of the Board with the Joint Tax Bourd

The Kaduna State Revenue Board is a member of the Joint Tax Board,
whose chairman (i.e Chairman of the Joint Tax Board) is the chairman of the
Federal Intand Revenue Service. Though the primary concern of the State
Internal Revenue Board is the administration of taxes on the basis of residence;
as a secondary [unction, the Board makes recommendations, where
appropriate, to the Joint Tax Board on tax-policy, tax-reform, tax legislation,
tax treaties and exemptions as may be required from time to time.

On 1he other hand "the Joint Tax Board considers and approves pension
schemes which are implemented by the state. The Joint Tax Board promotes
uniformity both in the application of the provisions of the law and the incidence
of tax, on individuals through out Nigeria. 'The Joint Tax Board also exercises
powers or duties arising under (he Act which may be agreed with by the

government of each territory to be exercised by the Board"'.

I Tuaining Legtre Newes dor lispecwors of Tuaes - Module 1L EZ1 Published by ahe Fedegal il Revenne Seeviee,
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Human, Financial and Material Resources

The human and material resources of an organisation constitute a very

important determinant of the success or failure of that organisation since it is

against (he interplay of these factors that iis anticipated success is predicated.

For this reason therefore each of thie factors will be examined separately.

)

Homan Resource

The Board has a staff strength of about 400 people of which
about 70% of them belong (o the junior cadre while the remaining 30%
is in the semor cadre. The demands of the job require that the Board
maintaing not just the right quantity of staff but a staff that is well
trained and experienced in various aspects of the job. Accordingly,
while the directors and other members of the muanagement team are
sufficiently educated, the exigencies of their jobs require them to be
people who are well trained in tax administration. Unfortunately this i1s
not the case. Instead, all the directors of the Board (ciglit i all betore
they were streamlined to five) except two are non-taxmen. Their being
drawn from other ministrics and parastatals in Kaduna State iy the
underlying reason for this. The two directors that are the only tax men,
however, are from within the Board.

Apart from these Direciors other members of e managemem
team who are made up of cither Deputy and Assistant Directors are all
taxmen who have risen through the ranks {rom within the Board. All of
them numbering about seven are graduates of vrious universities and
polytechnics nationwide. Next lo them are officers of (he middle
manapgement who fall within grade levels 9 and 12 bracket who are

about 20 in number some of whom are holding vartous positions at the
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Board’s headquarters while others are maning the Arca Revenue Offices
as cither Revenue Officers or Deputics.

Other than the above mentioned categories of employees, all
others below their ranks are mostly junior officers of various categories
witli various qualifications. It is this category that is more directly
involved in the implementation of the Board’s policies since clerical
functions such as the processing ol application forms {or tax clearances,
registration of business premises, registration of motor vehicles,
processing of drivers licences, sales of vehicle number plates, rencwal
of motor velcile licences, issuance of security items (rom the stores e
arc all performed by the group.

In view of the significant roles played by officers who are in this
bracket, it is reasonable to expect that proper screening is done prior to
their employment and placement to ensure that those cmployed are not
only qualified but persons of proven integrity. Unfortunately, this is not
always the case. In a good number of cases, what is done is a conscious
effort to force square pegs into round holes. The shocking news of ihe
breakage into one of our Area Revenue Offices (Kawo Revenue Office)
and the stealing away of some of the security books (vehicle licences,
receipts, cte) used by the motor licencing unit of (he office by persons
suspected 1o be officers of the same molor licensing unit, is a case in
point. The report reached me just while writing this paragraph. This
goes along way to show the crises of revenue accounting the Board s
been passing through as a result of the recruitment ol dubious characters

in the name of employees.
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4.6.1

(ii)

Financial and Material Resources

Initially the needs of the Board were financed directly by the
Ministry of Finance. But when the Board (in principles) was granted lull
autonomy the government allowed it to retain 5% of the revenue il
generates for the purpose of meeting all its needs such as the printing of
security books, maintenance of vehicles, utility bills and other costs.
Infact some of the vehicles currently in use by the Board were acquired
with such funds. This has placed the Board in a better position as (o be
able to afford even some of the facilities it never had in the past.

In addition to the above, and most importantly, is the issue of
staft welfzre, who in addition to thetr nornial salarics as civil servants,
have been given a liwde incentive allowance (20% of heir monthly
salaries) in (he bid to improve their welfare. Though this is 0o far {rom
addressing the actual needs ol the employees of the Board, it can be

concluded that the journcy towards improving their wellare has started.

Liabiliiics and Revenue Losses

For clarity of purpose, the liabilitics owed the Board and revenue losses

sustained are discussed under various topics as presented below:

Liabilities of Companies to the Boasd via Area Revenue Ollices

It is of interest to note that the success of a State Board of Internal

Revenue, to a reasonable extent, depends on the willingness of individuals and
organisations, both public and private, to serve as effective agents of tax
deductions by practically being seen to be accountable. Their role in this regard
can ejther make or mar the efforts of the Revenue Board. This is particularly
true of a state that has a heavy concentration of industrics and governmental

organisations such as Kaduna State. The success of the State Revenue Board,
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therefore depends on the cooperation of the organisations, existing within it,
to live up to their lax obligations as expected.,

A survey of 170 companies in Kaduna Stale as revealed by the audit
report compiled by Olusola Adekanola and Co. (Chartered Accountants and
Tax Consultants) for a six year period (1991 - 1996) reveal that the government
was owed over N500,000,000 (haif a billion naira) for the period under
review, by these companies, A schedule of the liabilitics is presented below lor

ease of reference.

S/No Revenue Office Liability owed the Board throuph
the Revenue Offices

1. Kakuri Revenue Office 8226,863,360.34
2. Doka Revenue Qifice 119,734,766.28
3. Kawo " ¢ 37,638,024 .84
4. T/Wada " “ 15,072,706.62
5. Zaria " " 59,831,045.09
6. Samaru " " 6,111,790.38
Total N465,525,169.55

Table 4.1: Liabilities of Companies to Arca Revenue Oflices

Source: Audit Report of Olusola Adekanola and Coy (1991-1996)

In order to appreciate the magnitude of the liabilities of the companies
to the Board, the liabilities are presented hereunder against the respective Area

Revenue Offices through which the companies are owing the Board.
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4.6.2

From the foregoing analysis, it will be observed that Kakuri Revenue
Office under whose jurisdiction 62 companies were tax audited is owed a
stapgering  sum  of N226,863,360.34 while Doka office is  owed
N119,734,766.28 by 48 companies. The third largest amount is that of
N359,831,045.09 owed Zaria Revenue office by 12 companies. On the other
hand, Kawo and T/Wada Revenue offices are owed the sums of
N37,638,024.84 and N15,072,706.62 by 30 and 15 companies respectively.
The least amount, however, is the M6,111,790.38 owed Samaru Revenue
office by 3 organisations (the N76 million owed the Board by A.B.U. Zaria
had not yet been included in the report of the auditors at the time of this
compilation).

Further observation of the charl will however, reveal that Kafanchan,
Saminaka, Kachia, Ikara and B/Gwan Revenue oftices have no 1ax liahilities
payable to them. In actual fact, it is not that they are not being owed by any
organisation as such. The truth of the matter is that these offices are located in
the rural areas of (he state that have very few indusiries such as Kachia Giner
Processing and lkara Food Processing companies which at the time of audit
were not functional. Therefore, since the industries are concentrated mainly in
the urban centres, the audit exercise was consequently begun there. However,
suffices to indicate that these officeswere also being owed by other government
organisations as will be observed later in the analysis.

Liabilities of Defaulting Companies listed for Prosecution

Nothing best exemplilies the crises of accountability such as the total
refiisal of some compaaies to cooperate with the Board to the extent that 11 of
them were listed for prosecution in accordance with the provisions of the
personal income tax law. Below is a schedule of the companies listed for

prosecution by the Board and their corresponding liabifilies.

N
h



SiMNa Company Amount
1. Bank of the North N4,134,923.89
2. NEPA Ahmadu Bello Way, Kaduna 17,178,361.41
3, Afribank PLC, Kaduna Main 1,713,480.73
4.  Mealorgical Construction Coy Lid. 20,304,510.73
5. Sala-Foam Products Nig. Lid. 1,677,257.41
6. Northern Nigeria Investments Ltd Watt Rd. 855,059.86
7. New African Holding Limited 1,163,077.19
8. P.W. Nigeria Ltd. 2,790,627.20
9. Fed Super Phosphalte Fertilizer Coy Lid. 3,949,095.71
10.  ABG Communications Lud,Ali Akilu Road, Kad 1,189,035.83
11.  Agross Nigeria Ltd, Isa Kaita Road, Kaduna 10,000,000.00

Tolal e

—_ e = o

Table 4.2: Liabilities of Defaulting Companies listed for prosecution
Source: Olusola Adekanola’s Audit Report (1991-1996)

A translation of the above liabilities into a chart will probably give us
a better picture of the extent of the indebtedness of the companies to (he
government and how much the Board has been loosing to the companies due
(o lack of enforcement.

Highliglts of the indebtedness of the companies comprise of
Metallurgical construction coy Nigeria Litd, and NEPA Ahmadu Bello Way
Kaduna both of which, owe the Board, ¥20.30 million and N17.17 milfion
respectively, on the high side. On the intermediate range however, only Agross
Nigeria Limited, whose indebtedness is exactly ™10 million is found here
while the indebledness of most of (he organisations is on the low side, Those
whose debts are on the low side include bank of the North Ltd, Kaduna South,
Federal Superphosphate Fertilizer Coy Kaduna, and P.W. Nigeria Ltd, Kaduna
which owe the Board N4.13 million, N3.94 million and N2.79 million

respectively.
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4,6.3 Liahilities of Local &zovernments to Area Revenue Offices

{t is of interest to observe that Local Governments and indeed other
government organisations who supposed 1o be a strong machinery for the
mobifisation of State Government revenue, given their significant role as agents
of deduction, are unfortunately, among the organisations that are least
accountable for the revenue collected for and on behalf of the State
Government.

A study of the cummulative liabilities of the Local Governments to the
Area Revenue Oflices under whose jurisdiction they fall, reveal that the Local
Governments, owe several million of naira to the State Government. An andit
investigation (see appendix 4) conducted by Olusola Adekanola and Co. for a
six year period (1991-1996) revealed that Local Governments of the state owed
the State Government the suni total of about N30 million. The breakdown of
the amounts the Local Governments owe the Board through the respective Area

Revenue offices of the Board are tabulated hercunder against the revenne

offices.

S/No Area Revenue Office Amount owed by the LGAs

l. Kakuri Revenue Office M 5,907,826.37

2. Doka " " 6,699,312.80

3. Zaria " " 12,391,110.02

4. Samaru " ! 2,068,197.76

5. Kafanchan " " 8,821,813.79

6. Saminaka " 3,528,002.47

7. Kachia " " 3,553,998.17

8. Ikara " " 2,078,662.19

9. B/Gwari " " 4,647,610.26
Total N49,696,653.83

_——— e e ==

Table 4.3 Liabilities of Local Governments to Area Revenue Offices

Source: Olusola Adekanola & Co. Audit Report (1991-1996)
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A chart displaying the above information is presented below for better
understanding (PTO).
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4.6.4

From the above, it can be observed that Zaria (Main) and Kafanchan
Revenue Offices owed the largest sums of N12 million and N8 million
respectively. Samaru and Ikara Revenue Offices are those that owed the least
amounts of X2.068 million and N2.078 million. At the intermediate range,
there are Kakuri and Doka offices each of which owes 3.9 million and
N 6.69 mniillion respectively.

It will be noted however that Kawo and T/Wada offices have no
liabilities in their favour (i.e they are not owed any amounts). This is beacuse
both offices do not have specific Local Government Areas under their
jurisdiction. Both operate within Kaduna town which is divided inio two -
Kaduna North L.GA and Kaduna South LGA. Since both LGA’s pay their taxes

... to Doka and Kakuri Revenue offices respectively, this implies that T/Wada and

Kawo Revenue offices will have no Local Government Area that is liable to

pay its tax to them.

Combined Liabilities of both Covs and Local Governments Owed the
Board via Area Offices

Having weighed the gravity of the liabilities of both companies and

Local Govenments separately, it is pertinent at this juncture, to weigh the
combine magnitude of both liabilities of companies and Local Governments to
the Area Revenue offices in order to have a clearer picture of the size of the
revenue the government is losing due to their refusal to account for the taxes
deducted from the incomes of third parties - PAYE and Withholding Taxes -
but which they don’t remit to the State Government.

The report of tax audit conducted by Olusola Adekanola and Coy on
both companies and Local Governments under the jurisdiction of each Area

Revenue office is given below:
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S/No Revenue Office Amount
1, Kalkuri Revenue Office N232.771,186.71
2. Doka " ! 126,434,079.08
3. Kawo " " 37,638,024.84
4, T/Wada " ! 15,072,706.62
5. Zaria ! " 72,222,155.11
6. Samaru " " 8,179,988.14
7. Kafanchan " " 8,821,813.79
8. Tkara " ! 2,078,662.19
9. B/Gwari oo 4,647,610.26
10. Kachia v 3,553,998.17
Total N514,948 227.38

A — —— EmE o i — — —

Table 4.4 Combine Liabilities of both Coys and LGAs to Area Revenue Offices

Source: Olusola Adekanola’s Audit Report (1991-1995)

This information i3 presented below in a graph for benter understanding

and clarity of purpose.
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4.6.5 Direct Assessment Units and Revenue Not Accounted for

Direct Assessment Unit refers to that unit of the Area revenue office that
is charged with responsibilities of interviewing and raising assessments on the
self-emploved or independent taxpayers. usually, the assessment 18 based on the
information supplied by the taxpayer as contained in his income tax return
form. However, where the taxpayer makes no return of his income within the
first three months of the vear, the assessment officer is free to assess him on
the best-of-his-judgement and subsequently, send a copy of the assessment to
the taxpayer for his information and action. Accordingly, all other taxpayers
under the jurisdiction of the office are assessed and a notice to this effect is
given 1o each of them for immediate settlement of the tax liability.

Unfortunately, while it is one thing to assess the taxpayer, it is another
to get him to settle the liability. Furthermore, even if he settes the liabilities,
since the settlement 1s usually in cash, the possibility of the staff of the revenue
office not tampering with the money cannot be ruled out. It is from these
developments that the problems of accounting arise.

Accordingly, during the period under review, an audit exercise
conducted into the activities of all the area revenue offices reveal that out of 11
Area Revenue Ofices, only 4, namely B/Gwari, Ikara, Kafanchan and Kawo

had problems of lack of accountability as represented hereunder:

/No Office Amount
1. B/Gwari X165
2. Ikara 546
3. Kafanchan 20,000
4. Kawo 500
Total N21,211

Table 4.5: Revenue Not Accounted for by Direct Assessment Units

Source: Suleiman & Co. Audit Report
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From the above information, the total amount not accounted for out of
the revenues generated by all the offices is to the tune of 21,211 only. As
could be seen, Kafanchan has the highest amount of 20,000 alone while the
remaining three offices have less than N1.000 each. For clarity of
understanding, the amount not accoutnted for by each office 1s diagramatically

presented as follows:
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4.6.6 Motor-Licensing Units and Revenue Not Accounted for

This is the area that generates more crises of accounting than any other
area. The reason for this stems from the fact that revenue from road taxes is
paid to the Board in cash. Among others, some of the sources of revenue
include Driver’s licence fee; learner’s permit fees, change of ownership fees,
vehicle registration fees, local identification mark (Stickers) fees, fuel log
books sales, vehicle number plate fees, etc.

Though there are 15 Motor Licensing units scattered all over the state
most of which are within the area revenue offices while others are appendages
to the offices but standing on their own, it is needless to mention that the
revenue generated through them is in no way comparable with the one derived
from PAYE. Withholding tax or the like.

The audit report submirtted by Suleiman and Co. which covers some of
the years under review reveal that the total amount not accounted for by the
various motor licensing offices of the Board amounted to the total sum of

N 3.983.50 only. The breakdown is:

S/Ng Motor Licensing Office Amount
1. B/Gwari N3,357.50
2 Ikara 161.00
3. Kawo 40.00
4, T/Wada 90.00
3 Saminaka 335.00
Toral Amount not accounted for N3 983.50

Table 4.6: Amounts Not Accounted for ML A Units of the Revenue Offices

Source: Audit reports of Sueliamn and Co on Motor Licensing Units.

The above information has been translated into a chart for ease of

understanding as shown below:
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As could be seen from the graph, Birnin Gwari Motor Licensing office

has the largest amount of %3,357.50 not accounted for followed by Saminaka
which has a mere ¥335.00. Ikara and T/Wada both having ¥161 and N90

respectively while, Kawo office has the least amount of %40 not accounted for.

Again a cursory look into the above information will immediately give

the impression that of all the motor licensing offices, only five have problems

of revenue accounting namely those of Kawo, T/Wada, Saminaka, Ikara and

B/Gwari while the rest namely those of Kakuri, Doka, Zaria, Samaru,

Kafanchan and Kachia are free from this blame. However. this is far from

being true. The reasons include:

(1)

(11)

(111}

The audit report prepared by Suleiman and Co explained that some of
the Area Revenue Offices did not avail the records neded by them
(Suleiman & Co) on the ground that the records were submitted 1o the
Jibo Panel of Investigation into the Colossal Loss of Governmeni
Revenue, but were never return back to such Revenue Offices.

Of the offices that availed the records not all the records were actually
given to the consultants and out of the ones adduced, some ought to
have suffered distortion, falsification and or destruction.

Lack of conversance with the accounting system of the Board especially
with respect to motor licensing. Experience has shown that outsiders no
matter their orientation and experience do not understand the motor
licensing accounting system of the Board nor can they, for that matter,
make anything out of it. The resultant outcome therefore are reports of
this kind which do not actually reveal much or represent a true picture
of the situation.

A case in point is that of the failure of external auditors (both private

and Government Auditors) to discover anything reasonable from Zaria Motor
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4.6.7

Licensing office when, both teams at separate times (not within the period
under review) were assigned to audit the office and its branch at Zana city.
The private auditors, as could be seen from the above information, could not
come out with anything because they were denied the necessary records while
the Government Auditors (from Audit Department) came out with only a paltry
sum of a few thousands as the amount not accounted for.

But when later the Board decided to set up a committee from amongst
its swaff, with the researcher as chairman. to audit the office just for a 17
months period (Jan. 1996 - May 1997), the amount discovered by the
committee, not to have been accounted for, was to the tune of X¥2,453,177.42
(two million, four hundred and fifty-three thousand, one hundred and seventy-
seven naira, fourty-two kobo). This goes along way to explain that there are
more crises of revenue accounting in the motor licensing section of the Board
that do not often come to limelight than think the ordinary mind.
Miscellaneous Revenue Unaccounted for

In the course of its audit investigations, Suleiman and Co. came across
some amounts from miscellaneous sources that were also not accounted for.

Such amounts were found in some of the offices. The details are as presented

below:

S/No Office Amount

1. Doka X3,029.00

2 Ikara 855.00

3. Kachia 1,041.75

4. Kafanchan 607.34

5. Kawo 29.914.04

6. T/Wada 1,175.00
Total M36,622.13

Table 4.7: Miscellaneous Revenue Not Accounted for by the Area Offices
Source: Audit Report on Area Revenue Offices compiled by Suleiman & Co.
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For better understanding, the above information is presented below in
a chart to show the degree of non-accountability of the revemue from

miscellaneous sources.
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4.6.8

From the above information, it can be observed that Kawo Revenue
Office has the highest amoumt of ¥29,914.04 followed by Doka with
¥ 3,029.00 while T/Wada and Kachia offices each has ¥1,175 and N1,041.75
respectively. The least amounts of M855.20 and N607.34 are the amounts not
accounted for by Ikara and Kafanchan offices. On the other hand, Kakuri,
Zaria, Samaru, Saminaka and B/Gwari are recorded as not having any amount
from miscellaneous sources that have not been accounted for.

Again, a cursory look into the above phenomenon will give the
errorneous impression that the revenue losses resulting from etther poor or lack
of accountability are not too pronounced thereby creating the impression also
that the overall performance is good. However this is far from being true if we
1ake into account the prevalence of acts of sharp practices by the swaff of the
Board especially in the areas of record suppression and destruction.

The refusal of most offices 1o give their records to the Jibo Commission
of Inquiry clearly attest to this. Besides, the personal experiences of the
researcher when auditing the books of some of the offices and the starrling
revelations of fraud on a large scale is quite convincing that there is an
endemic problem of accountability in the Board. Therefore, the above
information (chart) is a gross under-statement of the problem of accountability

in the various units of the respective Area Revenue Offices of the Board.

Total Revenue (From all Sources under Review) Not Accounted For
Reports of audit exercises conducted by both Olusola Adekanola and Co.
as well as Suleiman and Co. reveal that, for the period under review, the total
amount of taxes deducted by companies but not remitted including those not
accounted for by the area offices amounted to the total sum of
}515,010,044.21 (five hundred and fifteen million, ten thousand, fourty-four
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naira and twenty-one kobo) spread over all the area revenue offices. Below is

the breakdown:

S/No Revenue Office Amount

1. Kakuri Office N232,771,186.71
2. Doka " 126,437,108.08
3. Kawo " 37,668,478.88
4, T/Wada " 15,073,971.00
5. Zaria " 72,222,155.09
6. Samaru " 8,179,988.14
7. Kafanchan " 8,842 421,13
8. Saminaka " 3,528.337.47
9. Kachia " 5.555,039.92
10. Ikara " 2,080,224 .39
11. B/Gwari " 4,651,132.76

}515,010,044.21

Table 4.8: Total Revenue (from all sources under review) Not Accounted for.

Source: Audit Reports of Olusola Adekanola & Co./Suleiman & Co.
(Tables 1 - 7).

For clarity of understanding, the above information s translated into a

chart and presented below.

75



g I

m..v 8TgqeL 19oanog

*990TJF0 BeIY Lq I0J pejuncdoy jof mho._,bon JI6pun 860IMod ¥ wory) enuaasy T¥3qL

o Al HOM

VS

HVZ

M/ 1

M

X0

A4V

0c

ov

0s

08

00|

act

ovl

081

081

002

0ce

ove

09¢

(000 “000% )

S8 T3 TTTQE TT



4.6.9

From the above chart, it is observable that on the high side, Kakuri
Revenue office is owed the largest amount of M232.771,186.71 followed by
Doka Revenue office with M 126,437,108.08 and Zaria (Main) office which has
a total of ™72,222,155.09. On the otherhand, apart from B/Gwari which is
owed N4.6 million, Saminaka and Kachia offices each has a total liability
including any other revenue not found to have been accounted for to the tune
of N3.5 million while, Ikara has the least amount of ¥2.08 million.

Revenue Loss Resulting from Tax Evasion and Avoidance

No exhaustive discussion of the crisis of revemue accountng is ever
possible in a tax system without mentioning the effects of tax evasion and
avoidance on accounting for the revenue. An inspection conducted round some
of the Revenue Offices reveal that over 40% of the taxable adults of the stare
do not have any relationship with the tax office let alone paying. Most self-
employed persons therefore do not pay tax at all. And if at all they do, it is
only to a limited extent when they need tax clearance for one reason or the
other. Most self-employed millionaires living in Kaduna State fall in this
bracket. Thev constitute the “upper income group with enough political power
10 block tax measures deemed inimical 1o its position”.

Unfortunately, of the few Direct Assessment files maintained by the
various revenue Offices, only about 15% file income tax returns for the
purpose of assessment. The inability of the Government to have these people
in its tax et is quite frustrating and a great loss 1o the state. Furthermore, a
careful smdy of all income tax remrns filed at the Revenue Offices reveal that
more than 50% of them contain false information supplied by the taxpayers

with the intent of evading the payment of the actual amount of tax payable.
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Such false declarations include the taxpayer’s claims for being married
with children and dependents while he is a bachelor, as well as claiming to
have an insurance policy all for the purpose of claiming higher reliefs in order
to reduce the amount of tax pavable. Other cases of tax evasion include the
outright refusal of some taxpayers to declare their overall sources of income.
Most income tax return forms completed by tenants reveal who their landlords
are but more often than not when such landlords are declaring their incomes
they do not reveal that they are landlords.

Needless to mention therefore, that the Government is denied hundreds
of millions of naira through these practices. It is estimated that not less than (at
least) N 150 million revenue is lost by the State Government through the above

cases annually.

Statement of Revenue Collection

Though there has been a steady rise in the amount of revenue generated
which seems to give the impression of a better performance, when a number
of factors are brought under considerations however, the picture will not be as
impressive as it now appears to be. Some of these factors include the increases
in salaries of employees over the years, the dwindling value of the naira
coupled with increases in tax rates. These factors are bound to give a boost 10
the absolute amount generated annually. A cursory look for example into the
amounts of revenue generated by the Board, from all sources reveal that the
sum total of 421,078,901 was generated in 1996 against the N269,927 798
generated in 1995, thereby giving an increase of X 151,151,103 or about 60 %
over and above the amount generated in 1995. But when the above and other
factors are carefully weighed, the seeming good picture of the performance will

dwindle. A better judgement perhaps is to compare actual amount generated
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with planned or budgetted amount.

When the above comparison is made, it will be observed that the result
is not quite impressive. For example in 1996, the sum of N566.600,000 was
budgetted to be collected but at the end of the year, the actual amount collecied
was N421,078,901 thereby giving a short fall of %145.521,099 or 25.68% of
the expected amount. What really are the causes of this dismal performance
and how can they be ameliorated or eradicated?. This and many more issues
will be examined in the next chapter.

Findings

Tax administration is by no means an easy task. This is particularly
difficult in developing economies, such as Nigeria, where the earning power
and per-capita income of the citizenry is too inadequate for his subsistence let
alone the payment of tax. Where a scenario of this nature is further
complicated by the prevalence of a powerful "upper-income group with enough
political power to block tax measures deemed inimical to its position"' such as
the Kaduna Mafia and the dilution of the affairs of government with the politics
of tribalism and ethnic chauvinism, tax administration is bound to be
hypertensive. The concerted efforts being made by tax administrators "to tax
and to please their fellow men no more than to love them and be wise" cannot
therefore be the gift of any mortal beings under the sun. Some of the factors
that condition this scenario and hence mitigate effective tax administration in
the state emanate from different dimensions such as the Government itself, the
Board, the staff, the public (taxpayers) and of course the agents of deductions.
The various ways in which each of the above has contributed to this decay are

outlined hereunder:

I Dr. Richard Goode. Quoted by Collins Baker and M.J. Balogun in Ife Essavs in Administranon p. 113
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4.8.1 Problems Emanating from the Government:- These inciude:

1)

(i

Improper Constitution of Board of Directors: Inter-alia, one of the

conditions laid down by the Joint Tax Board regarding the appointnent
of the Chief Executive is that, whoever is 10 be appointed as the chief
executive of the Board, should be

somebody who by virtue of his experience is a tax man and preferably
somebody who has grown with the Board. Unformunately, this is not the
case in Kaduna State Revenue Board. The wisdom in this arrangement
is that if the chief executive 1s one who grew up to that position within
the Board, he will be better informed and acquainted with the problems
of the Board than somebody who is not from within the Board, who

may not be so much informed about its problems. Every efforts made

to fit him in will be like that of trying to fit a square-peg into a round

hole - it will never fit in properly.

Lack of Absolute Autonomyv: As in the above situation, the Beard is also
expected, for the purpose of efficiency to be administratively
autonomous. Unfortunately, it cannot shake-off its parent-child
relationship with the Ministry of Finance. The administrative chain of
controls between the Board and the Ministry is intended to guard against
abuses and misuse of power and resources. Therefore all decisions of a
major nature are expected to be refered to the Government House for
approval through the Ministry of Finance, being the parent ministry of
the Revenue Board. This administrative inflexibilities, somehow, stand
on the way of speedy implementation of decisions, this is particularly
the case in situations where there are clashes between the Chief

Executives (the Executive Chairman of the Board and the Commissioner

of Finance).
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(i11)

(iv)

-

Tight Operating Budget: The Board was formerly running itself through
subventions from the Ministry of Finance like every other government
parastatal until it was eventually granted permission to retain 5% of all
its total revenue collection from which it was expected to pay for the
cost of printing its working materials, as well as a number of overhead
costs while salaries continued to flow from the Ministry of Finance.
However, experience has shown that the 5% allocated to the Board from
these internally generated revenue is not enough for the Board. The
Board's dependence on the Ministry of Finance on policy issues, is a set
back to its performance. This is because the relationship is bureaucratic,
and leads to inefficiency. No wonder Adebayo states that such a
structure "is associated with inefficiency, lack of initiative, unintelligent
rigidity in the approach to human problems, undue fussiness and
bossiness on the part of the officials and down right stubborness"’.
Definitely this calls for an increase in the subvention being given to the
Board.

Frequent Changes of Chief Executives: This is one of the decisions that
have actually reduced the Board to its present position of administrative
epilepsy. Coupled with the fact that the persons appointed as Chief
Executives are not groomed in tax administration, this lack of
knowledge is making it difficult for the Chief Executives to appreciate
some of the problems of the Board. Neither could they be in a position

to solve the problems when they emerge.

Adebavo Augusws, Principles and Pracnce of Public Administravon in Nigena, Spectrum Books Limued, Ibadan
1982
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(v)

(vi)

(vii)

Red Tape in the Ratification of Board Decisions: Given the laid down

procedure in which the Board is expected to relate with the Government,
it is needless to mention that there is alot of red-tape in the ratification
of the decisions of the Board by the government. The channel of
communication (through the Ministry of Finance) is chiefly one of the
factors responsible. More often than not, there are delays in the release
of funds such as the much needed 5% of internally generated revenue
meant for the upkeep of the Board.

Inadequacy of Infrastructural Facilities: The fact that the Board is not

completely autonomous as far as financing is concerned, this places a
very serious limitation on its ability to acquire and install all the
facilities it requires for effective operation. Facilities such as motor
vehicles, computers, office equipments as well as a permanent site for
the Board are seriously needed due to the inadequacy of the existing
ones. But because the Government has limited the ability of the Board
not to spend more than 5% of its internally generated revenue, which
has been reduced to a mere fixed amount of N¥3.5m, the Board cannot
acquire the facilities so easily.

Inability _of the Government to Punish Offence and Reward
Performance: This is a very serious impediment to the operations of the

Board and its ability to make progress as expected. More often than not
the Board comes across serious problems of gross misconduct ranging
from indiscipline and impropriety. If the gravity of the issues is of a
serious magnitude, it has to be refered to the Government for the
imposition of sanctions. Unfortunately, in most cases, there are undue
delays in attending to the issues and eventually the rightful sanctions are

not imposed thereby frustrating the ability of the Board to purge itself
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(viii)

of the activities of unscrupulous elements.

Inabili f the Gov t_t orce Compliance with Tax
Obligations: Under normal circumstances, it is expected that if a tax-
payer fails to honour his tax obligations, he should be brought to book
and once this is done, it is also expected that the government should
enforce his compliance with these tax obligations. Unfortunately, this is
not the case in Kaduna State, instead, the state simply leaves the Board
with this difficult task of both tax administration and enforcement of
compliance. Since the Board cannot shoulder these responsibilities, it
becomes clear that these tax-payers can always eat their cake and have
it. This is particularly true when we recall that the Kaduna Mafia, is an
"Upper Income Group with enough political power to block tax

measures deemed inimical to its position".

4.8.2 Problems Emanating from the Board

These are problems that arise as a result of the leadership style of the

Board itself. Among others, they include:

(1)

Faulty Recruitment Procedures: Under strict management principles,
people are created for jobs and not jobs for people. As a result
therefore, there are laid down criteria for the recruitment of the men
that will fill the vacancies. Unfortunately, it is not so in a typical
Nigerian civil service set-up, where people are indiscriminately
employed either to comply with a government directive that a
programme of employment be embarked upon to decongest and appease
the army of unemployed persons or to satisfy the whims and caprices of
the Chief Executive. Therefore people, either without or with irrelevant

qualifications are drafted to fill the vacancies. S.A. Rabiu is therefore
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(ii)

right to observe that "most tax officials raise assessments which cannot
be supported in court and most of them have little knowledge of office
procedure"’.

Kaduna State Revenue Board is not spared of this short-coming

either. Instead, there have been cases of indiscriminate employment
along tribal, religious and ethnic lines. At the end of the day, when
problems crop up, they are difficult to solve.
Lack of Training: This is one of the problems that have impeded the
Board from making any headway. A sitation wherein unqualified
people are employed indiscriminately, and posted to handle very serious
responsibilities, is bound to impede the success of the organisation no
matter the amount of incentive. A scenario of this type is also like that
of making a frantic effort to fit square pegs into round holes. They will
never fit in. This is the situation that is characteristic of Kaduna State
Revenue Board. Unfortunately, efforts towards training the newly
employed mediocres is seriously at a very low ebb under the pretext that
the Board has no money; even though the staff is aware of the Board's
approved budget on training.

Accordingly the researcher’s encounter on this programme is not
a good story to tell, at all. Under normal circumstances, an officer of
an organisation such as this undergoing a study programme that is very
relevant to the needs of the organisation such as an MBA, should not
only be sponsored regardless of whether or not the programme is a Part-
Time programme, but be encouraged at all costs. Instead, the researcher

had to contend with alot of opposition from colleagues ranging from

§.A. Rabu, Personal Income Tax in Nigena:- Procedures and Problems, John West Publicanons 198].
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petitions (that he had abandoned his job in pursuit of a full time swmdy
programrne) to frequent postings and transfers ill-motivated by adversaries to
frustrate the programme, job overloading as well as naked opposition to every
intention manifest by some other officers of the Board toc assist him (the
researcher) financially. This kind of atmosphere can never be conducive for the
staff of the Board to contribute meaningfully to the progress of the Board as

such. If anything, it 1s the reason why the Board can never retain qualified staff
at all,

(iii) Weak Internal Controls: This embraces all aspects of internal controls

installed to guard against fraud. This ranges from total absence of
certain books of accounts such as Rev.10, Arrears Registers;
Withholding Tax Registers, Ledger-Cards, Records of Torals, Stock
Registers and associated accounting forms which were hitherto in use
but which the Board no longer supplies to forestall against acts of record
falsification, suppression, destruction as well as the outright lack of
checks and balances. It should be noted however, that their inexistence
is neither rooted from the fact that they are obsolete to the needs of the
Board nor any other reason bunt from the fact that successive Chief
Executives have neither been aware of their existence nor relevance. No
conditions can be so fertile to fraud more than these. See what damage
the appointment of non-tax Chief Executives can do to the Board.

(iv) Inabilitv to Punish and Reward: Though every decision of the Board that
is of a major nature is usually refered to the Government for approval
before implementation, suffices to mention that even at its own level the
Board, under certain administrators lacks the guts to either punish

offence nor reward performance. There is no doubt that this scenario
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(v)

has the capacity and capabilities for the creation of a large room for
laziness and the breeding of fraudsters, No wonder it was not a startling
revelation that the Jibo Panel of Investigation into the colossal loss of
Government revenue uncovered such large scale fraudsters whose fraud
cases range from 1K to more than N 14 million per fraudster. No where
under the sun can such a free for all bonanza be found than in Kaduna
State! On the whole, however, one must commend the encouragement
and initative of Chief Executives such as Alh. Habibu Yakubu who did
not only encourage staff through the issuance of letters of
commendation, bonuses, promotions as well as supporting private
academic initiative, but for actively charting a course for other chief
executives to follow.

Inadequate Tax Paver Education: This is another area where the

performance of the Board leaves much to be desired. As a matter of
fact, the success of a typical Revenue Board will ever be at stake as
long as there is lack of tax-payer education both inter-personally
between the staff of the Board and the taxpayers as well as through the
mass media. Unfortunately, the reverse is almost the case in Kaduna
State. Since cur economy is typically a developing economy that is still
characterised by ignorance and low per-capita income, the tendency for
people to fail to honour their tax obligations abounds. A very strong
taxpayer-education programme is, therefore, necessary o raise the level
of awareness and consciousness in the minds of tax-payers to honour
their responsibilities. Needless to highlight therefore, that among other
factors to consider when appointing a chief executive of the Board
should be his desire for publicity. The only exception to this dormancy
in Kaduna State Revenue Board is Alhaji Habibu Yakubu’s era which

86



of the endemic problems of the Board that make it difficult for the staff
to stop their incorrigible habits of pilfering the revenue being generated.
However, apart from staff kleptomanic habits, there are also
cases of connivance between the staff and tax-deduction agents 1o divert
part of the revenue that ordinarily should be paid into government
coffers. Officers involved in this syndicated acts of stealing are usually
the accounts officers who are appointed to deduct such taxes from staff
salaries and or withholding taxes from contractors, directors, landlords,
deposttors etc on one hand and the officers of the Board on the other
who bave been duly appointed to collect such revenue for and on behalf
of the government.
4.8.4 Tax Payer Related Problems

These range from ignorance of what his obligations are as a citizen, lack
of knowledge of the uses or advantages that will acrue to him if he pays and
obtains his tax clearance certificate, to conscious acts of tax avoidance,
evasion, non-remittance and outright diversion. Each of these acts denies the
Board a certain percentage of its revenue but the most important thing to note
however, as regards tax avoidance and evasion is that "while tax avoidance is
lawful, tax evasion is illegal, criminal apd hence punishable"’. On the
otherhand, both cases of non-remittance by the organisation in question and
diversion of the tax by its staff are uniawful. But of all these factors none
denies the Board of the highest amount of revenue such as cases of deductions
being made by organisations from staff salaries, contract sums, rents due to
landlords, fees to directors, deposits belonging to bank customers etc. The
Board needs the complete backing of the Government to combat this practice

and 10 enforce compliance and ensure that all amounts deducted are paid to the
Board.
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CHAPTER FIVE
SUMMARY,. CONCI.USION AND RECOMMENDATIONS
SUMMARY

From the information analysed and presented above, it is quite obvious
that Kaduna State is one of the few states of the federation that are very well
endowed with economic potentialities that should enable the realisation of huge
amount of revenue from tax. Its vast agricuitural land, high population and the
concentration of heavy industries and tertiary instimitions atrest to this.

Unforwunately, the dismal performance of the revenue generating organ
of the state (Revenue Board) leaves much to be desired. Apart from the fact
that only less than 20% of the total population pays tax (especially with the
abolition of Development Levy) it is also clear that of the population that pays,
most of the taxpayers in this category do not pay the correct amount. The
prevalence of the cases of tax evasion, avoidance and outright tax diversion by
some unscrupulous taxpayers and some staff of the Board and their
collaborators is a clear confirmation of this assertion.

In consonance with Dr. Richard Goode’s argument of what constitutes
the infrastructure for the introduction and successful administration of tax, the
research has been able to identify the existence of a high degree of poverty,
which does not allow for the predominance of a money economy, as a major
barrier to the success of taxation in the state. In line with his arguments, other
contributing factors include the persistence of a high level of illiteracy and
ignorance among a sizeable portion of the population, which coupled with the
poverty factor, mentioned earlier, impede any effort towards voluntary
compliance. Where such factors are further blended with the activities of "an
upper-income group (such as the Kaduna Mafia) with enough political power

to block tax measures deemed inimical to its position”, the surest outcome of
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any measures taken to revamp the revenue position of the state must be a
dismal performance as could be realised from the data presented.

As if these factors are not emough, problems emanating from the
government such as its refusal to properly constitute the Board in accordance
with the provisions of the law (Decree 104_0f 1993 as amended), refusal to
allow the Board to be completely autonomous and frequency of changes of the
Board’s Chief Executives coupled with those problems that emanate from the

Board directly such as its faulty recruitnent procedures, weak training

~sprogrammes, weak internal controls that allow forsthe diversion of public funds

~and its inability to punish offence and reward performance further impede any

success in the tax administrative efforts of the Board. These factors coupled
with very poor staff remuneration which eventally paved the way for
klepromanic coopetration between the staff of the Board and taxpayers is bound

to have the effect of "beating the tax authority in its own game".

Conclusion

There is no doubt that Edmund Burke’s dictum "to tax and to please no
more thap to Jlove and be wise is not given to men" is an assertion that is
certainly unassailable particularly in the case of Kaduna State because of the
existence of this "upper income group with enough political power to block tax
measures deemed inimical to its existence™ and the near absence of Dr. Richard
Goode’s pre-conditions for the successful administration of tax. Without
prejudice to these however, I am strongly convinced that the adoption of the
following recommendations will mark the begining of the journey of our tax

system into the realms of success.
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5.3

Recommendations for Improvement

more than to love and be wise is not given {o men.

Though Edmund Burke is right to observe that “"to tax and to please no

"l

taxation and indeed tax

administration will continue to be in practice as long as life continues and

regardless of the problems that accompany it. The clarification that probably

necds to be made here is that there are actions that can be taken to ameliorate

the crisis. These include:

@

Government: The government should ensure that the Board is
reorganised and constituted in the proper manner. Appointment of Chief
Executives from now on should be from within the Board as directed by
the Joint Tax Board. This will create a conducive atmosphere for
professionalism and continuity along professional lines. In the same
vein, cases of starving the Board of financing should stop. As a matter
of fact the 5% approved for the Board to be retzined from its internally
generated revenue for staff welfare should be increased to 10% to enable
the Board meet up the welfare needs of the staff as well as other

overhead costs.

Unnecessary delays in the approval of the recommendations of the
Board should be minimised. In the same vein, the government should
give the administration of the Board the freedom with which to run the
Board without undue interference.

The administration of the Board on the otherhand should have to
take the following actions to solve or minimise its problems:
(1) Staff Recruitment: This should, from now on, be done only when

there are vacancies rather than creating vacancies for people that

have been Indiscriminately recruited.
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(i)

(iii)

(iv)

Staff Training and Development: As soon as recruitment is done,
of persons qualified to fill any available vacancy, efforts should
be made to give them appropriate iraining before they are posted
to handie any job. And after the training, efforts should be made
to ensure that each is given responsibilities that rhyme properly
with his capabilities and abilities. Special mention need be made
here that the Board should particularly show interest in officers
who indicate desire to acquire additional qualifications on their
own especially if the qualifications are relevant to the needs of
the Board. Such officers should be encouraged bhoth financially
and otherwise if the Board cannot grant full sponsorship, it
should at least shounlder some aspects of the costs.

Incenyives: The Board should encourage the staff through the use
of various incentive schemes such as bonuses. commendations.
upgrading, promotions, financial awards, free medical care and
ofcourse sponsorship for trainings. The need for the Board to
show copncern over the plight of its staff cannot be over-
emphasised. This should, therefore, be stressed at all levels of the
Board’s stgucture. On the contrary bad eggs within the
organisation should not be spared. They should be deait with
appropriately without fear or favour 10 ensure that justice is done.

Installation of strong and verile Internal Controls Mechanism;

This is not only essential but a must for a tax generating outfit
such as ours. The Board should ensure the provision of books of
accounts such as registers, ledger cards, forms of varied nature
that make fraud difficult be made available and the Board shouid

not relent on checks and balances..
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v)

(V1)

(vii}

Availability of functional facilities such as motor vehicles,

computers and all other facilities that will aid the Board to
operate efficiently, should be given attention.

Disengagement of Consultants: Considering the nature of work

being done vis-a-vis the need to main staff, the Board should stop
the use of consultants since the work they do can competently be
done by the staff of the Board. And if they must remain, the
government should give the Board the free hand to direct their

affairs.

Revision of gur Tax Laws: Most of our tax laws are outdated and

do not conform with recent changes in the economy. Instead,
says Thomas, "our tax laws have mainly been patierned along the
same line as those of some countries, whereas our society is
different and our level of compliance is not the same. Perhaps
our laws need to be retouched in line with our orienration on tax
if collection is to be improved"*. Otherwise, this situation will
continue to pave way for tax-evasion which has "become a
favourite crime to Nigerians, so popular that it makes armed
robbery seem like minority interest. It has indeed become so
wide spread that there ncw exists a cash economy of vasts
proportion cver which the tax man has no control and which is

growing several times the rate of the national economy”.

Thomas A. (Honourable Minister of Stats, Federal Minisry of Finance) During 2 National Symposium on
Taxationorganised by the Federal Inland Revenue Service, held at the Institute of International Affairs, Vicroria
Island, Lagos, 13/10/81.

Nigerian Commercial Law: Problems and Perspecrives, Published by the Depanmem of Comsmercial Law. A.B.1!,
Zaria, 1984.

93



2

13.
14,
15
16.
17.
18.

REFERENCES

Collins Baker and M.J. Balogun, Ife Essavs in Administration, University of
Ife Press 1975 P.134

Adam Smith. The Wealth of Nations, 1776, Book V, (New York: Random
House), Chapter II, Part II.

Holv Bible, Mathew, Chapter 22:15-22

Olusola Adekanola & Co., ARGP-Official Journal of Accelerated Revenue
Generation Programme, Vol.I, September, 1997.

Northern States of Nigeria, Study Notes for Revenue Inspectors, Government
Printer, Kaduna. P.1

Ola. C.S. Income Tax Law and Practice in Nigeria, Oxford University Press
Ibadan, 1974.

Kaduna State, Edict No. 12, 1985

Federal Government of Nigeria, Income Tax Management Act, 1961
Northern States of Nigeria, Personal Income Tax Law, Sect. 28

Joint Tax Board Emplover’s Guide to PAYE, 1981
Federal Government of Nigeria, Nigerian Tax Laws

A.S. Hornby, Oxford Advanced Learner’s Dictionary of Current English,
Oxford University Press

International Encyclopedia of Social Sciences

Hugh Dalton, Principles of Public Finance

Summerfield, Hershel and Brock, An Introduction to Taxation

Holy Bible, Genesis 47:24

Holy Bible, II Kings 3:5-27

Holy Bible, Mathew 22:21

94






