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In brief

The President of Nigeria, Muhammadu Buhari on 20 August 2015 appointed Mr Babatunde Fowler as

the new acting Executive Chairman of the Federal Inland Revenue Service (FIRS). Before the

appointment, Mr Fowler was the Executive Chairman of the Lagos State Internal Revenue credited for

significantly increasing the tax revenue of the state by over 500% within a period of 10 years.

The primary mandate of the new leadership at the FIRS is to increase tax revenue collection at the

national level which is currently one of the lowest in the world in terms of tax to GDP ratio. In addition,

the FIRS leadership is expected to introduce reforms that will make the tax system more efficient.

In detail

Background

A new head of the FIRS, Mr
Babatunde Fowler, has been
appointed effective from 20
August 2015. He has since
resumed office but in an acting
capacity pending the
confirmation of his appointment
by the National Assembly. Mr
Fowler will double as the
Chairman of the Joint Tax
Board, the body of all tax
authorities in Nigeria.

He was formerly the Executive
Chairman of the Lagos State
Board of Internal Revenue.
Under his leadership, the Lagos
State Internal Revenue Service
achieved a significant increase
in tax revenue from an average
of NGN3.6 billion per month in

January 2006 to over NGN20
billion per month in 2015.

Expectations and Key Messages

The new FIRS Ag Chairman has
expressed his desire to see a
sharp increase in the tax
revenue collection by FIRS. He
expressed confidence that the
FIRS can triple its current
collection figure within a short
period of time. In a recent press
conference and meetings with
stakeholders, he unveiled the
focal areas of his administration
to include:

1. Full Compliance from the
organised private sector: It
is expected that there will be
full compliance on tax filing
and remittance by the end
of 2015. He noted that some
multinational companies

and banks are not fully
compliant.

He also cautioned other
businesses that operate
shady and manifold records
to henceforth desist from
such acts. He stated that
businesses must operate
honestly and legally,
keeping proper and accurate
records.

2. Restructuring of the FIRS:
He mentioned that the
Revenue will restructure its
service to focus on different
sectors of the economy with
particular emphasis on the
non-oil sector in order to
diversify the country’s heavy
reliance on oil revenue.

3. Collaboration with the
State Boards of Internal
Revenue: Greater



information sharing and
exchange of information
will take place to achieve the
goals of increased revenue
generation from taxes
across board.

It was proposed that FIRS
and states tax authorities
will explore the possibility
of joint tax audits of
businesses.

4. Advance corporate tax
payment on interim
dividend: In line with the
provisions of the Companies
Income Tax Act, the FIRS
will henceforth demand any
company paying interim
dividend to pay 30% of the
gross distribution to the
FIRS as advance corporate
income tax.

5. Tax audits and use of
consultants: FIRS plans to
use tax consultants, subject
to certain restrictions such
as conflict of interest, in
carrying out tax audits to
complement existing
internal capacity of the
FIRS. Efforts will be made
to close outstanding audits
before the end of 2015 while
new audits will commence
by March 2016 for open
years.

6. Technology in tax
administration: FIRS and
JTB will look into possible
ways of enhancing tax
administration through
technology. This will
simplify tax compliance,
reduce cost of collection and
help expand the tax base.

7. Tax amnesty: No decision
has been made yet on
whether a tax amnesty will
be declared for non-
compliant taxpayers.
However, any previously
unregistered and new
taxpayer that voluntarily
comes forward will be
favourably considered.

8. Review of FIRS Circulars:
FIRS will consider a review
of its existing tax circulars if
inputs from stakeholders
suggest a need to do so
especially those that are
outdated.

9. Stakeholder engagement:
There will be regular
interactions with taxpayers,
tax consultants,
professional bodies,
organised private sector and
law-makers to explore areas
for improvement in the tax
system.

10. New taxes and increase in
tax rates: The Immediate
focus of the FIRS will be on
improving compliance and
expanding the tax base
rather than introducing new
taxes or increasing the rates
of existing taxes.

Implications of the New Policy
Direction

We outline below what
taxpayers should expect from
the new administration:

 Increased scrutiny and
audits: The FIRS generated
NGN4.69 trillion in taxes in
fiscal year 2014. A report
showed that the 2014
revenue was about NGN106
billion less than that of
2013, which stood at
NGN4.80 trillion. In 2015,
between January to June
the FIRS has been able to
collect NGN1.97 trillion
compared to its target of
NGN2.28 trillion. The new
Chairman has expressed
confidence and resolve in
the ability of the FIRS to
triple its current collection
figure by the end of 2015.

This is likely to involve
more aggressive revenue
drive, intense audits and
investigations.

 Pursuit of tax evaders:

We expect that the FIRS to
go after companies that
have been evading taxes.
Currently it is estimated
that about 75% of
companies operating in
Nigeria are not registered
with the FIRS while about
65% of those that are
registered are not up to date
with their tax filing and
payments. This makes the
effective rate of compliance
to be less than 10%.

The takeaway

There is a renewed focus on tax
revenue necessitated by the
significant decline in oil revenue
due to the prevailing low price
of crude oil. Besides, the tax to
GDP ratio is extremely low so
increasing revenue generation
through tax has become critical.
Against this backdrop a lot of
expectations and attention will
be on the new FIRS leadership
to help drive this and improve
tax administration in the
country.

The various initiatives
articulated by the new FIRS
leadership should help to bring
a visible change in tax
administration in the country
but it may take some time for
the efforts to yield noticeable
results. Taxpayers need to be
aware that the FIRS will become
more aggressive with tax
collection in the new
dispensation. Taxpayers must
review their level of compliance
and promptly rectify any
identified non-compliance.

The FIRS will also need to

become more sophisticated in

its approach in going after

perceived cases of non-

compliance. This should involve

intelligence gathering and

adopting a risk based approach

to audits and investigations

rather than simply focusing on



multinational corporations and

other large and visible taxpayers

that are already in the tax net.

There should be a strategy for

the informal sector and the

hidden economy as well as a

robust tax policy framework. In

addition, FIRS must now

initiate a review of the tax

systems involving a

comprehensive reform and re-

enactment of the various tax

laws to ensure they are fit for

purpose, and are as simple as

possible. The cost and time

required to comply with tax

obligations must be drastically

reduced as Nigeria currently

ranks 187 out of 189 countries

on the ease of tax compliance

(based on time required to

comply) according to the 2015

PwC/World Bank Paying Taxes

Survey.
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