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nder the Personal Income T,
f Taxation of Employment Income unde A,
: of Taxa
Examination

Isau Olatunji Ahmed*

Abstract in the world tends to generate income through taxation, In Nigeriq, laxation of em
Every %ssw\m“a a major source of revenue for State governments Over the g
income cons

il ‘
8t couple of Jin,
. } u,
} come a major source of internal generated reye
. loyment income has be
taxation of emp

v \S\ ‘
' . Ay
income has grown in the Jace of yyy~

Person in returns for any gains or profits,”

» ept of Business and Private Law, Faculty of Law, Kwara State C:?oama\, Malete, Email:
m:Sma._wm__@rimm:.maF:m Tel: 07030070078 -
Enejo S. and Gabriel T

..,_,mxmmosmza wm<o==o Generation: An Empirical Investigation of §
memzmuuoﬁsaom Poverty, Investment and Development (2014) vol. 4 EZS-SA
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llocation Formula in Nigeria: A case of the Fourth
Vol. 2 No. 7 pp. 14-30

> Risatu Robert A, 21 Century Business: Intro to Business (2™ Ed., South Western Cengage Learning, Mason.
United States of America 2010) 74
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s Law Dictionary’ (9th Ed., West Publishing Co,, Thomson Reuters United States of
America) 604
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canal LIRS IMSANS "Wages or salae
./;“,“‘,E:,z:,é and Ay other ::,w,, ”.”:w:_w._,:.:.gz and allowanoees (inoluding benefits In kind), gratuities,
,,,,,_.2_,.;,, bos, WaRNS, poruisites, ..:2/,,:”._,,7,2_ z,_.._a_,,_ by reason of employment,™ This means that any
% \ g, uh. o8 and any other for p ) i
el INhour §ervioes fender . rtorm of benefit received by an employ
et ol W rendered to the emplayer will be vogarded as an employment __..,_c”.__,:M_:_ i

It RO INPOTEART O state that it is

‘:— overy | a
W :,%,,.,r;_ A an 2:22,,22: thoome. | Vory payment made to an employee by an employer that will

-y \ ¥ Or A paviment to ; , A
st e made i reference 1o the servio payment to qualify as an employment income, such payment

ox rendered by the employ e of .
Sha \ ) yeo by virtue of his employment, a
st be something in the natwre of' a reward for servioes, _,_.%o": or :...w_.a - bl akak

Avcardingly, what determines whether a payment w
e allive or 2:22/_ ment is the sonree of _:.c pay
s ot e 1o his emplayment, sueh payment may 1

.__,._6 regarded as an employment income is whether
ment,” Thus, where an employee receive a payment that
ot bo regarded as an employment income.

A, Legistation on Taxation of Employment lncome in Nigerla

o prineipal legislation o \ . .
e prinely gislation on the taxation of employment income n Nigeria Is the Personal Income Tax

Act, The Personal Income Tax Aet was introdue ¢ ; ‘ . :
AR o 1961, duced in 1993 to replace the Income Tax Management Act

Qinee its introduction in 1993, PITA had undergone series of amendments. For instance, in 1994, to
achieve progressive taxation, 30% oeiling was set for PIT. Child allowance was first increased to N1000
and then, in 1996, to N1500 per child payable up to four childen, In 1998 this was increased to N2500
pet ehild, In addition, tax relief to low-income earners was increased to N2500, and individual marginal
axes were decreased from 30% in 1995 to 25% in 1996, The present legislation on the taxation of
employment income in Nigeria is the Personal Income Tax Act 2011 (as amended). A brief overview of
the legislation is provided hereunder,

In 2011, there was a major amendment to the Personal Income Tax Act (PITA). This amendment was
borne out of the recommendation of the Prof. Dotun Philips Study Group and the Working Group which
reviewed the key recommendations of the Study Group.'" The Reports of both Groups revealed that
certain provisions of the Act are archaic, hence, cannot meel the challenges of modern tax
administration."! Pursuant to this, the Personal Income Tax (amendment) Bill was recommended by the
Joint Tax Board as an Executive Bill and was forwarded by the Federal Executive Council (in
consultation with the National Economic Council) to the National Assembly in 2005, along with eight
other Bills seeking to amend existing tax laws. The other Bills included the Companies Income Tax
Amendment Bill, and the Federal Inland Revenue Service (Establishment) Act Bill.

In December 2011. the Personal Income Tax (amendment) Act Bill was assented to by President
' 1.2 This generated a lot of controversy about the

N h
Goodluck Jonathan but was dated 24"June, 201 \
commencement date and the Joint Tax Board intervened to state that by 1¥April, 2012, taxpayers and tax

—

, Section 2(8) Personal Income Tax (Amendment) Act 2011
; Hochstrasser v, Mayes [1960] A.C. 376 at p. 388.

Pritchard v, Arundale (1972) 47 T.C. 680. :
“Joint Tay Board, ..:F._.zm_:w of the Personal Income Tax (Amendment) Act, 20117,

i __=_£>55,...=c.wo<.=w\=o%\8 accessed on 27 November 2021

T ic of Nigeria notice no. 175 dated
" The Amendment was published in the Official Gazette of the Federal Republic of Nigeria notice no. ate

24" June 2011

95


https://v3.camscanner.com/user/download

.12021
KWASU LAW JOURNAL _VOL.2, NO

tart im
authorities should be ready to s
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mention a few of this. f,
ith existing realitjeg of
Act up to date << :5 .,

brings the Personal Income Tax roviding realistic tax rates, anq Eoossgz_mm_.
The Amtntnens :moa equitable tax system by p ler tax laws. It empowers tax uthoriy iy
economy. It __Eo%omw a administrative system, and simp In fact. the thrust of the Amen asmz.; ¢
efficient and effective wx%os by lowering direct tax rates. at tax burden reduction, €quitah S
O Qiree i Sn___m_a,mw wm:& of the Government which aims © ng,
n e Nationa A sqe ation.
Mmmﬂﬁgzosv and a shift from direct to indirect tax

. | burden of low ang middle ;
il ; ng the overal : v ar © ing
butes income by aaco._ T the principle n
sl e \waw_q ﬁwﬂa worth individuals. This is in o.osmo.nmmoo Mﬁwm o%ooa ﬂmwoo rmx.gg
i mm&_smmw%m mmszr_m treatises. It also introduces a m._:%__mo mwco saleriid 1Pliance Which,
msnm_ﬂwwo__wam.% tax compliance and a subsequent increase in tax rev
en

i ibunal (TAT) which was established
dment Act introduces the Tax Appeal Tri .
%_Momwﬁ“_ ﬂm& Revenue (Establishment) Act, 2007."° The Tax Appeal Tribunal rep

Body of Appeal Commissioners.® This body is established to adjudicate over disputes
owmw%:o:m of the FIRS Act and other Acts listed in its First Sched

by Sectiop 59
laces the defy,
arising from

- This clause now essential
; mmB:E_% there is an amendment of
ncipal Place of Residence” i

350:&80:0 Act 2011. A
In the branch office or Operationa] s;j

. ®1CY is a topical one that deserves additiong] discourse. Tt would appear that th
residency rye which obligates 5 taxpayer to Pay to the relevant tax authority where he resides still stands
ém.:.:& oW been amendeq is the principal place of residence Wwhich should pe considered when &
Individua] pag more than gpe residence, A challenge with thi

restrooms, Provided for ap oil compan

'S amendment is whether camps, hotels 0
. 3 Y employee b his em
amaa:np given the PITA that 4
the Provision in the PITA will

ployer Qualify as a principal place o
Provides that a place of abode sha]]
P i SN S

. N_
. exclude these places. It is assumed f
still stands,

*Joint Tax Board, ‘Highlights of the P

s ::v“\\iii

. €rsonal Income
L ._&.mo#:m\:oam\cm acce
1

._,mx stga_:o:c Act, 2011 B,
ssed on 27 November 2021
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endment Act now requir
The Am . cquires the Preside

av.m_%am from paying taxes in the c_.c<Mﬁ“_r_“=__,,.__m_._<_cc President and all other political office holders
Jmends the computation of tax. It _.a:::cp_,:,”m slation to now pay tax.” The Amendment Act further

However the _,_m_am”.ﬂ?. rate was reduced from _u,%w PR 163 (08 (F poavicel Lot g b9 SHEN:
jowest tax rate was increased from 5% 3% as provided under the 1993 PITA to 24% while the

as provided under the 1993 PITA to 7%. The lowest annual

income tax band was increased from N3
increased from N160,000 to N3,200,000. N.cocc to N300,000 and the highest annual income tax band was

he Amendment Act provides for the f . .
Mo:icc:o? National Health :.M”:—.,_”_“\Q_wow_muzhu_.r” ,”w.,_,:c:o:z that are :_.z c./,c__%.: Z=:o==_ Housing Fund
mSEEom. Taxpayers can take advantage o__.rs_:,\” : ife Assurance _._.c.__::_z. z”w:.c::_ Pension Scheme and
fere is 10 C siling o the awmount an Em ; 1ese allowable A._cn_:o.p_c:m to minismise the tax payable as
ikl FeeE itk & Gonsolid come earner can contribute. ' The Amendment Act replaced the
pet : solidated Relief Allowance (CRA) of N200, 000 subject to minimum of |
percent of gross income whichever is higher plus 20 percent of the gross income.

The >Bo_=9:9= Act provides 9.2 Benefit in Kind (BIK) is to be considered in determining an
employee's gross m_:o_:.En_:. The import of this provision is that Political Office Holders with a retinue
of domestic staff, om._o_w_som_.m and occupying official quarters, for instance, will have to pay taxes in
respect of Eomo. cm:ama.. The Amendment Act also introduces stiffer penalties and offences geared
towards enhancing compliance. These include, but are not limited to the following: Any taxpayer who
failed to file annual return is now an offence that attracts a fine of N500, 000 for corporate bodies and

N50, 000 for individuals.??

The thrust of the amendment is to bring the Personal Income Tax Act in line with existing realities in the
Nigerian economy and the National Tax Policy of the Government which aims at tax burden reduction,
equitable redistribution of income, promoting tax compliance and a radical shift from direct to indirect
taxation. The advent of the Personal Income Tax (Amendment) Act 2011is a good opportunity for
employers to carry out a PAYE health check, and maintain a simple payroll structure for easy

administration and annual consolidation.

3.1 Amendments to the Personal Income Tax Act (PITA) under the Finance Act 2020

On the 31% day of December 2020, President Muhammadu Buhari, GCFR, assented to the Finance Bill
2020 which had earlier been passed by both the Senate and the House of Representatives respectively on
15" December 2020 and 17" December 2020.2* With this assent, the Finance Bill 2020 became known as

the Finance Act, 2020.

. . # & ignificant
The Finance Act, 2020, which has a commencement date of _. :555 2021, made some signitica
and key changes to existing tax laws in Nigeria such as Capital Gains Tax Act (CGTA), Companies
Income Tax Act (CITA), Personal Income Tax Act (PITA), Value Added Tax (VAT) Act (VAT Act), the
Stamp Duties Act Amga.v Duties Act), Tertiary Education ,_,:_mmw:_a (Establishment, etc.) Act (TETFA)
and Industrial Development (Income Tax Relief) Act (IDITRA).

N Act 2011)

Section 33(a)of the Personal Income Tax A>Bo=a§m=c

Mﬁ_v See the Sixth Schedule to the Personal Income Tax 35%&@% ﬁ>2 -
,, Section 34(2) of the Personal Income Tax (Amendment) WM: 1

23 Section 2 of the Personal Income Tax 33«:&30:0 ?M t 2011

7] Sections 20 of the Personal Income Tax 33%%3”@3@

Ayodeii Adegboyega, ‘Buhari signs Finance Bill In r—
Arzvm\\iéw.EW:m:maﬁmaomsm.ooa\zmim\:mwa_Emm\quuum-g:m:-m_m:m finance
19 November 2021
Section 80 of Finance Act, 2020
Section 1 of Finance Act, 2020

-E:-::o-_mi._za_v accessed on

25
26
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A—u: tabhishme .

; i t 2020 also introduced the COy,.
ic, the Finance Ac i I
idon 19 tha walk s COVID-19 ?5%.: ) ents 16 the Percara ncom .
i _=ﬁ~_=.~ ,Mwwmaﬂ, ”_ﬁ_qcazoé tax liability. The key amendm Tay A
incentives for taxpayers i W
”””.ogg the Finance Act 2020 are considered belo

The Finance

n ) Q :
o m._._:__:s:: _rww_m.m__m__ﬂmw%o_mmun%a Significant Economic Presence Ammwaﬂﬁmn mSo M%vm,_“\mmw
o _..__s_a_o. \_/2, nlies to taxation of non-resident individuals, oxnocz_uMm:M (TPMO) sy
g N.E.W. Technical, Professional Management or .ogmc ancy Bt b
_,H_w.“dr%w _o_”V ﬁﬁw;f By ﬂzm. amendment, :oz.a.maai _=9<“a=ﬂw,m Mm.amﬁ to WHT at s
”MM__som8_\_sasmo_:o:.\oo_ac_ssoz\camo.mmmo_s_ services Eoc_m M MM i Dusiest P e
tax. The implication of this amendment is that foreign person oo 15 SRR o
taxed under Section 6 of PITA once a fixed base/taxable presen

i i t SEP
This amendment corrects the oversight of the Finance Act, 2019 and aligns the relevan
the CITA with the PITA.%®

nzo: of
M atrgg,
to pers..

Provig,.
3 the f,
.me@:w x
Ing reay.
U-.Oﬁﬂo: ..

b. Pension Contributions

The Finance Act 2020 amended Section 20(1) of PITA by including a new Section 20 (lg) whi

specifically limit tax relief for pension contributions only to mo:aﬁamv provident or retirement bensf;
fund that are recognized under the Pension Reform Act %Wﬁ.wo&. .
The implication of this amendment is that any pension ooa:c::o.: :.E.am
under the PRA 2014 will not qualify for tax deduction 3! Thus, indivi
schemes will not be able to claim

a deduction in Nigeria for such contributions. It j
for employers to ensure that only contributio

ns to approved pension schemes under the p
an allowable deduction on payrol], 2

C. no:::o:oo:a-: and Cessation Rules
The Finance Act 2020 amen

Act, 2020 aligns the Provisions of PITA with the current CIT:
. ¢ Finance >o.ﬂ .o”Sov. This simplifies the COmmencement and cessatio
awmmw_%_m businesses ang eliminates the risk of double taxation fo
8ses.™ Entitieg ceasing businegg are requireqd i i
from its date of cessation, ; < remt the g

3 ;
: Section 25 omz_szoa
N KPMG Act, 2020

the Finance
Provisions (as introduced by the F

cessation of busine

I Commencement an:
than three months

abilities due not lae

W_ Section 26 of Fi
Ernst & Y

Rl Highlj :
" _._m_.__m_zm.om.nE:S-mz.wowo ghlights of F

Ibid On~0¢m~. NON— A:Q—um”\\<<(<(<.mv~.OOB\GSIW_\ﬂmv?m_QAm\:mmm:m.

<https://home, b ot
r202] m vam\zw\os\:oan}
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f commencement and i

js 18V oplied to @ new enterprise M”mwwm:o: rules will prevent possible double taxation which

the possibility of any accou profits of at least 12 months within the first 3 years of
nting period escaping taxation during cessation has been

wn%mizo: of Gross Income

noe w_ow waoowmmammmmmmsa: 33(2) of PITA by providing the following definit
”. For ,E_Mo :m@ Sanihih om”_o:v mqomu.m income" means income from all sources
income, il ailowabl c:w rther tax is payable, tax-exempt items listed in paragra
o and all allowable business expenses and capital allowances.””’

ion of Gross
e less all non-
(@
fax «che dul ph (2) of the
ated Relief
urpose of
A is no
isted in
capital

OW_,\MVMMMMMMW@ :mnﬂ m”i.:%oam w.x. the vEcOmmm.om determining the Consolid
: : as clarified what constitutes “gross income” for the p
'ng Consolidated Relief Allowance (CRA). Thus, by virtue of this new definition, CR
[culated on no:qumEm income on which no further tax is payable and tax-exempt mmaam 1
2) of the Sixth Schedule to the PITA and all allowable business €Xpenses and
This amendment could result in an increase in tax payable by individuals.®®

on of this m.Bo:gBmE is that tax exempt items should now be deducted from gross
oao:_ama pefore o.oB?:Em the CRA. This means employees will no longer enjoy the additional 20%
celief Easocm_v, claimable on the portion of their income that relates to National Housing Fund, Pension
Contribution, and other tax exempt items. The reduction in CRA would result in higher effective tax rate
zo_‘&mco@zo_:ooaﬂ Employers need to update their payroll templates or applications to ensure

and lo
. 39
compliance.

_ozmm_. ca

nmawmﬂ w_ur
[owance-

The E%:owm

f the PITA to reinstates the relief by way of
e company in respect of insurance for his
s own life or that of his spouse in the
ent of life insurance premium as an
ce Act 2019 probably due to error.
ents on their life assurance or that

the Finance Act, 2020 amended Section 33 B)o
he premium paid by an individual to an insuranc
contract of deferred annuity for hi
40 This amendment reinstates treatm
liminated by the Finan
eliefs on premium paym

Furthermore,
deduction for t
life or that of his spouse or
preceding year of assessment.
allowable deduction which was previously €

This means that individuals can now claimtaxr

of their %o:mm.t

pimum Wage Earners
ded Section 37 and Paragraph 33 of the Third Schedule of PITA to introduce
hose gross income is less or equal to the National Minimum Wage, as
2 pccordingly, employees who earn not more than the
tax or deduction of monthly PAYE.

are not liable to
A to include the definition of “Board”

n 108 of the PIT
d” and «National Minimum Wage” as the existing

mum Wage Act? Sections 23, 48, 73, 86, 89, 93

e, Tax Exemption for Mi
The Finance Act 2020 amen

a tax exemption for persons W
defined in the National Minimum Wage Act.

National Minimum Wage (currently N3 0,000.00)
In addition, the Finance Act 2020 amended Sectio
inder section 86 of PITA as the “Joint Tax Boar
Netional Minimum Wage pursuant to the National Mini

———

““ MMM:O :

z :Wﬂ_w.ﬂs Mw ﬁmwwmwnwhquw%mﬁmmzmm:a of Finance Act womo,Araum“\\isi.ow.ooa\as lm_\ﬁmx.m_m:m\ammzm-
H Ibid ights-of-finance-act-2020> accessed on 16 October 2021

“_N wﬁ ion 33(3) of Companies Income Tax Act, 2020 (as amended)

o ection 30 and 33 of the Finance Act, 2020

Secti
Ction 31 of the Finance Act, 2020
99
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d 106A of PITA were also %Mm_w_m__o.ﬁm_ ﬁwwqu_o:a a correction of the drafting eryq in ,”\_5_. |

m‘: . H .d— [\ _ _:,
! the sections. iy
wherever it appears Il I,
2019.% olek i
i C
i ment Income in INiget | ;

4. Basis of Taxation o_.m mac__wwana income in Nigeria can be _,o__.u.m __= Section 2. 1) (b) o he
The basig ot BXeE e mawms%&. By virtue of the provision, any “salary, wage, fee, il M,
Income Tax woﬁ mm%s@mm hw_owama including compensations, bonuses, premiums, b,

: t
gain or proil

% d, given, or granted by any person to temporary or Pemaney( ',
EQBSM_:S w:os%_ﬂmm w%_mom that any compensation received by an employee froy, hig
chargeable to tax.

:__ \
Chy “
2:::

i i h as Benefits in Kind are also (, il
j : ote that non-cash incentives suc [ . axable g,
o ﬂ_mw &ﬁ?ﬁwﬁ%&& as part of gross emoluments under Section 33(2) .2. the _,c;c_:__ __:““_
fact t MBSWW Act 2011. The implication of this is that <§.m8 an employee is provide With g,
m”mmm« virtue of his employment, such Benefits in Kind will be regarded as taxable benefis, Ey

Benefit in Kind include provision of accommodation or motor vehicle to an employee,

v )
e
¢fj
iy,

The valuation of Benefits in Kind for taxation purpose is provided ::.QQ Sections 4 and 5 of the p
Income Tax Act 2011. In case of accommodation, the employee will be treated as receivip
benefits which is equal to the annual value of the premises cmmom_ on local rates or as m
by the relevant tax authority. To assist taxpayers on the valuation of mooo_z_:ﬁ.x_s:oz
some tax authorities such as the Lagos State Internal Revenue Service (LIRS) issued a
regard. The guideline provides that accommodation benefit provided to an employee
where it is available to the employee on a permanent basis (that is for an extended period
days) or where the employer pays the rent which the employee is ordinarily expected to pay. In g
situation, the taxable value of a leased accommodation is the rent paid and where the accommoyj,
owned by the employer, the taxable value shall be the commercial rental value of comparable prope
in a similar location. The taxable benefit of a hotel accommodation exceeding 90 days is the amou D
by the employer for the hotel room or the room rate, However, the accommodation benefit wjll ol

taxable where the employee has a personal/primary accommodation running at the same time and|
accommodation is necessitated by business reasons.

Cry,
_,.. i r;:
ay be ety
for (ax Pty
guideling j,,
will b (g,
of more thi

* Section 32 of the Finance Act, 2020
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Eer— =

fod ncicim:o: on Employmep
5, ining the amount of tax to be
1 The first step is to identify the
StePS " oross emolument is inclyg;

t Income
Paid on the
employment i

8ross emolyy s HIGQRIe of an employee in :

wiae superannuation and e of immowo_wa_o;a employee from ﬁsowoac_umwmwms\ﬂa mmm_m

S, § P ; and any other incomeg d alaries, allowances (including b " ting

income received by the employee b es derived solely by reason of _m m:mmwa in kind),
Y Virtue of employment.” This means

.4 will form part of hi
i Kind will p the gross emoluments, 1is employment as well as the value of the Benefit

w .
elief Allowance (=N=200, 000 subject to minimum of 1

m:oq_:ww .
he Personal Income Tax (Amass an:mv >O»W%mmm3 of the gross income) is granted in Section

In »&Em? ﬁronm are certain deductions that
Contribution, National Health Insurance Scheme Nmm,o

. 48

ities.”” Any employee that i ;
mﬁﬁm his oosqmccﬂowm in ::_mm a contributor to any of this scheme will be entitled to enjoy the relief of
a regard deducted from the gross emolument which can relief his tax

purden. However, any employee who is n i k
i e ot a contributor to any of the schemes listed above cannot enjoy

not taxable such as the National Housing Fund
Assurance Premium, National Pension Scheme and

Itis Eﬁonwa to note that Section 33 (3) of the Principal Act which grants children allowance, dependent
relative allowance, premium on life assurance and disability allowance was neither amended u:oa deleted
but was only re-numbered as subsection 4. Furthermore, the provision of Section 3 (1) (b) of the Principal
Act which grants non-taxable allowances on housing, transport, meal subsidy, utility, entertainment, leave
grant, etc. ﬁ.o tax payers was also neither amended nor deleted. The implication of this is that Emm,o non-
raxable reliefs and allowances granted by both Section 33(4) and Section 3(1) (b) can be claimed in
addition to the Consolidated Relief Allowance.

The third step is to compute the tax on the taxable income. After deducting non-taxable allowances from
the gross emolument, the balance is the taxable income. It is on this taxable income that tax will be

computed on the applicable tax rates. The applicable tax rates is specified below:

Income Tax Rates

These tax rates are mqmacmﬁoa”s

* First N300,000 at 7%

* Next N300,000 at 11%

* Next N500,000 at 15%

* Next N500,000 at 19%

* Next N1,600,000 at 21%

* Above N3,200,000 at 24%
After remitting his taxes to the rele

Clearance Certificate from the tax autho
by the tax authority to a taxpayer certifyin

the employee can demand for the issuance of a Tax
ance Certificate is an official document issued
sed on the income of the person for the three

vant tax authority,
hority. A Tax Clear
g that the tax asses

——
e
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N mas.mos 33 (2) of the Personal Inco

& tction 33 (1) of the Personal Inco

5 See the Sixth Schedule to the Perso
See the Sixth Schedule to the Perso

me Tax 33%&30:@ WQ Wwﬂ__
Tax Amendment) ct

B:m_ H”ooABa Tax 330:98_5 Act moﬂ~

nal Income Tax ?Bm:mamzo Act 20
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&
sment been duly pzid. S . A
rears immediately preceding the current year of assessent 126 ST L and whics - ey B
certificate is issued only wnc&sggn_&%%—_ﬁu& VR Mg ¢ 3
remitied to the relevant tax authority. g @
6. Pay as you Earn operated through the Pay-As-You-Ezm (p1 .

Taxation of employment income in Nigeria is r o OVE)y,
raﬂ_oh.n %_Kwsn, the employer is regarded 25 2n E:HNS agent cumh_n tax _Mbw“a Mi
expected to deduct taxes on salarics, i»mnmmnwom‘u mmmg and wages are remitied 10 t7.

authority. The running and operation ¢
(PAYE) Regulations’ (PAYE Regulation)
Act

Employers of labour are expected to use this PAYE Regulation &a&gamom_ﬁmw_am \\ \.w.h\
and tax payments to tax offices in respect of their employees on a monthly basis. The «nmﬁ..‘.m_\._\ -
all incomes (i.e. emoluments which includes salary and allowances and benefits in kind) oz ey
derived or deemed to be derived from Nigeria whether or not such income is received in Nigey
Emplovers of Labour, Agents and Consultants should ensure that »‘__ ﬂsﬁ_mu@mm mswm\?w_\n.,‘.\\.nu
2ll their incomes at the beginning of the year (whether or not such income is received in Nigeriz or
when tax Forms ‘A’ are completed by them before retuming same o ‘n—a tax office. mrﬁ.m disciog,
should encompass as required by law all incomes eamed, accruable, derived or accumulated - ..
This includes disclosure of income paid both in Nigeria and outside Nigeria as well as full disc)-. .
all salaries and allowances paid either in cash or in kind.

It must be noted that any employers of labour, tax agents, consultants and employees who =z
incomplete disclosure of income are liable to be charged for concealment of information with oz
defrand the Government of Nigeria which is chargeable under the criminal code of Nigeria. It is 72
important for 2ll employers of lzabour both in the public and private sectors, to fully implerme ¢
contents of the PAYE Regulation in order fo ensure a hitch free Pay-As-You-Eamn (PAYE) Tzx Sce:

operation.

By virtue of the PAYE Regulation, all employers of labour are expected to register with the relzz= =
authority as an agent of the State Government, for the purpose of deducting and remitting PAYE 1z *
the employee’s employment emoluments. Accordingly,an employer shall register with the relevz= -
authority for the purposes of deducting income from his employees with or without formal notificz: 7
direction by the relevant tax authority. The employer shall within six months of commencing 2 bus=
gﬁx@ﬁugg of his employees and remit to the re levant tax authority. Where zn e
Mﬂ-ﬂﬂ%Sﬂ%éﬁﬁﬂﬁEmﬁgggSaﬁga of time as stipulatzd =) ©
1011, er wi liabl icti = i ition 10 =
ik e Mx:v&_w € on conviction to pay =N=25,000 in addition =

“.,”R_moam m_o%::_.&& 4 vﬁ__n and maa_._n .-.a.sﬂaam:m of taxation of employment income in N7~
i ?ﬂ.ﬁ_@g mncome in Nigeria is administered under the Personal Income Tax Act #7~
an employee from his i ¢ Act 2020. The paper revealed that any compensation _‘w&w._.um\m

: employer by virtue of his employment is taxable under Section 3(1) (b) <~

Personal Income T . - suct
compensation | = Act 2011 (as amended) irrespective of any name or fitle given ¥
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[he paper further 8<8._8 that determinin
which involve three basic steps. The first g
e 9:28;:2:. The second step is to g
(hird step iS to compute the tax on the taxg

g :uo amount of tax to be paid on the employment income
tep is to identify the gross emoluments of the employee from

om_..:;: the taxable income out of the gross emoluments. The
ble income.

It is also R<omm_3 _%M_ﬁw paper that taxation of employment income in Nigeria is operated through the
?Vr>m-<ﬁ.u:. mms ( mv scheme. Under the scheme, the employer is regarded as an unpaid agent of the
ax authority and as such is expected to deduct taxes on salaries, wages, bonuses, allowances and benefits
in kind. The system Phsures E.mﬁ tax withheld monthly from employee’s salaries and wages are remitted
(o the relevant tax authority. This paper recommendeq that both the employers and employees alike should

familiarize themselves 2:.: the Personal Income Tax Act in order to have a good understanding of the tax
yreatment of employment income in Nigeria,
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