Parsonal income Tax (Amendment) Act, 2011

EXPLANATORY MEMORANDUM

i Act imends ihe Persona! Income Tax Act Cap. P8 Lows of the Federanon of Nigeria lo
dee it more responsive to the tax policies of the Federal Government and enhance s
plememation and clfeetiveness.
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PERSONAL INCOME TAX (AMENDMENT) ACT, 2011
A Bill

FFor

An Act o amend the Personul Income Tax Act, Cap. P8 Laws ol the Federation ol

Migerin, 2004; and for relmed matters.
I |

Esat i by the Notional Assembly ol the Federal Republic of Nigeria-—

L. Thie Personal Income Tox Act (in this Act refereed woas “the Principal Act™) is
aimended as sel out in this Act,

2. Section 2 of the Principal Act is amended-
{(a) by substituting lor the word “impose” in the marginal note the word
*collect™ and wherever il occurs in the section:

(b in subsection 2{¢). by deleting the phrase “or any other Act" in line 2 of the
Act,

(e I subsection (8) by inserting unmediately afler the word “allowances” the
werds “incliding bonelits in kind™.
b Sestion 3ol the Principal Act s amended -
) o subsection (11 (h)-
(71 hy zubstititing the word “perguisiles” in line 4 of the Act with the word

“precequisites”

(it) by inserting the phmse “lemporary or permanenl™ aller the phrase
“person o any™ in line 5 of the Act

(hy by substituting, the existing subsection (1 (e) with a new paragraph (1 )e) -
“fe) any eharpe or annuity,”
Ao Section 10 of the Poacipal Actis umended-

(#) in subsection (1) (a) (1), by inserting inmnediately ofter the word “Nigeria™,
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the phrase “and the remuneration of the employee is not borme by a lixed base
of the employer in Nigerin™ |

(bl i subsection (1) (al (i) by inserting immediately alter the word
“amounting to”, the phrase “an aggregate ol and also immediately afier the
phrase 183 days. the phrase (inchsive annual leave or temporary period of
dbsenee:

(¢) in subsection (1) (a) (i), by inserting immediately after the word,
“country”, the phrase “under the provisions of the avoidance of double
taxation ety with that other country™,

(d) in subscetion (1) by substituting for paragraph (b), a new paragraph “(h)" -
“the employer is in Nigeria, or has a fixed base in Nigeria™; and

(e) by deleting subsection (5) und renumbering the subsequent subsections
accordingly,

5. Section 33 of the Principal Act is smended by- T

{a) substituting for subsection( 1) a new subsection”(1) -

1) There shall e allowed a consolidation relicl allowance of N200,000.00

subject o o minimum of | percent of gross income whichever is higher plus
2 opercent of the gross ineome and the balance shall be taxable in
accortance with the Ineome table in the Sixth Schedule to this Act™;

th) inserting a new subsection *(2)"  before the existing subsection (2) as

follows-

"2} For the purposes of this seclion, “gross emoluments” means, wages,
salaries. allowances (including benefits in kind), gratuitics, superannustion
and any other incomes derived solely by reason of employment™; and

(¢} renumbering the existing subsections (2) and (3} ns subscetions (3) and (4)
avcurdingly.

G. Section 36 of the Principal Act is sinended by inserting a new subsection “(6)" :Lm‘“l':'“ w

i Follonws -

"16) Notwithstanding any of the provisions of this act, where for all practical



puirposes the income of the axpayer cannot be ascertained or records are not
Kept inosueh o manner a5 would enshle proper assessment of income, then
such a taxpayer shall be assessed on such terms and conditions as would be
preseribed by the Minister in regulations by order of gazette under a
presumplive ax regime™

7. Seution 37 of the Principal Act is amended by substituting lor the figures #0,57  Ameuimat

the figure * 177 in line 6 and 7 wherever it appears.

8. Secction 3% of the Principal Actis amended- m:;'""”
(i) by substituting for the existing marginal note, the following new Marginal
Nole -

*Aveidanee of double taxation agreement™ ;

(i) by substituting lor the existing subseetion (1), a new subseetion *{1)"

“(1) Where the Government of the Federal Republic of Nigeria has entered
into agreement with the Government of any country outside Nigeria with o
view 1o affording relief from double thxation in relation 1o tax imposed under
the pravisions of this Act, any tax of a similar choracter imposed by the laws
Gl that courney, and that it ts expedient thar the ngreement have effect, the
Agreement shall have effect “upon miification by the National Assembly™ ;
and

(i) by substituting . for the word “arsngement”,  the word “Agreement”
amyvwhere it occurs in the section.

9. Section 44 of the Principal Act is substituting for o new segtion “44™ - Aapbimiigear
- segtion 1

“44. A tanable person required by this Act to file a return of income shall in
tse vetuen enlenlate the mmoun of lax payable in the form as may be
preseribed by the Minister by order of gazelte™

Smwrnfiwent o

0. Section 47 of the Principal Actis Amendid- it

ti) in the proviso to subsection (1) (d) by deleting —



(i} the words “mcluding o person charged with the admimstration ol the
FSIT Internationdl Ple™ |

(i1) the commas (, ) immediately belore and alier the deleted and

() in subsection {3) by substituting the figure “3.000" and =500" in lines 2 and
3 the figure “S00,0007 angd =50,0007 respectively; and

(¢) by inserting o new subsection “(3)" -
“(5) Any organization including governmental bodies, professional bodies.
trade associations and any other organization shall provide any information
demanded of them by any tax authority in a formal s may be preseribed by
thi e authority™
11, Section 49 of the Principal Act is amended

(a) in subsection (1), by deleting

(h) the words “includinge a person charged with the Administration of the FSB
International Ple”, and

(11) the commas () immediately before and afier the deleted words :
(1) i stibaeetion (2], by deleting -

(i) the words =and o person churged with the administration of the FSB
friternational Ple™ in hnes 2 and 3 lines,

(i) the conmas (.) immediately before and immediately atter the deleted words .

(i) the words “including any person charged with the Administration of the
FSE International Ple™ in lines | and 2 in the praviso thercol: and

vy the commas G bomedinely before and immedidtely after the defeted wards
s and

(¢} in subsection (3) by substituting for the figures “5,000" and “500™ with the
i “S00.000" and “S0.0007 respectivel .
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12, Seetion 52 af the Principnl Act is amended in subsection (1) by substituting  Mmbetol
L ELL |

e existing subsectjor (1) with the following pew subscetion -

1) 00 a taxable pesson Lails or refuses to keep books of accounts which,
1 the opinion of the relevan tax authority, are adequate lor the purpose of
the tax -
(@) Such a taxable person other than those in salary employment shall
be liahle on conviction to a penalty of N50,000 for individuals and
N500.000 for corporate entities; and
(b) the relevant tax authority may by notice in writing direct the person
1o keep such records, books and accounts in such form and in such
languzge os may be specified in the notice and, subject 1o the
provisions ol subsection (2) of this section, the person shall keep
the records, books and nccounts as so directed.”
i3. Section 57 of the Principal Act is amended by inserting immediately after the Ameinmes
waords *registered post™ in line 1, the words “or Courier Service or electronic mail™ '

L4, Section 60 of the Principal Act is substituting for & new aeetion “60™- gl

" Establishnient of body of Appeal Commissioners

60, The Tax Appeal Tribunal established pursuant to section 59 of the Federal
Inland Revenue Service (Establishment) Act, 2007 shall have the powers to
snitestain wll eases arlsing from the operations of this Aet ™

5 -t v 7ol 1l Brimet Ehchotiom of w b
I5. Scetivns 61-67 of the Principal Act are deleted. i -

Amendmeni nf
16, Section 70 (5) of the Principal Act is amended by deleting the words, "the  setion 2051
FSB International Ple”™ line 3,

Amendment nf
17. Section 734) of the Principal Act is amended by substituting for the words  sedtion 7314y
“but anly to the extent that twe total of those deductions do not exceed the amount
of the sssessment”™ in line 3, the words “except that any excess payment arising
Irorm complinnee with seetions 69, 70, 71, 72 of this Act shall be refunded by the
relevant tax authocity within 90 duys except iU iis o fioal tax after the agsessment
has been lully filed, with the option of setting off against future tux pay by the
miyer™,



I8. Sccuon 74 of the Principal Actis substituting [or a new section 747 - bt e
schiia 74

“Penalty for failure o deduet tax

TA1) Any person or body corporate who, being obliged 1o deduct wx under
section (69, 70, 71 or 12 of this Act, [iils 1o deduet, or baving deducted, fails
to remil such deductions to the relevant tax authority within thirly days
Trem the date the amount was deducted or the time the duty to deduct arose,
shnll be lable to a penalty ol an amount of 10 percent of the lax not
dedvgied or remitied i addition to the amount of 1ax not deducted or
remitted plus interest st the prevailing monetary policy caite of the Central
Hank af Nigeria.

(2) The Accountant-General of the Federation shall have power to deduct
at souree, from its budgetary allocation, un-remitied taxes due from any
Ministry, Departinent or Government Agency and transfer such deduction
to the relevant State upor request by such State™

(9, Section 77 of the Prineipal Act {s nmended by inserting immediately afler the At

word “interest™ in line (1), the words “on annual basis™.

20. Section 81 of the Principal Acl is amended Atulraent ol

i K

(v by dnsesting immediately after the existing suhsection (1) the following
new subsestions *(2)( 4"

2y Bvery empioyer shall be requived to file a return with the relevant
i authority of all emoluments paid to its employees. not later than 317
January of every year it respect of all employiees in it employment in
the preceding year,

(3) Any emplover whe contravenes the provisions of this section shall be
linhle on convietion 1o a penalty of N500,000 in the case of a body
corporate, and N50,000 in the case of an individual,

(4) Income tax recoversd under the provisions of this: seclion by
deduction from pavmenl made o a person shall be set-olV for the
purposes. of collection apainst tax charged on that person by an
ansessment excepl tliat any execess payment arising [rom compliance with
sections 69, 70, 71, 72 of this section of this Act shall be refunded by the



relevant s authority within 90 days after the assessment has been duly
liled, with the option of setting ol ngainst future tax by the tx paver”;
and

() reenumbering the existing subsections (2), (3) (4). (5) and (6] as
subsections (5), (61, (7) (8) and (9 respectively.

21. Section 85 of the Principal Act is amended in— :..,1-.... ¥ o
() subsection (2), by inserting immediately after the last word "assessment”
in line 4, the words “and shall verify the genuineness by referring same to
the issuing 1ax suthority;
(b} subsection (3), by inserting a new paragraph “(ce)” -
“{ee) tax payer identification aumber (TN

(v} subsection (4). by mserting immediately after the existing paragraph(s)
thee following new parapraph “(07," (u)”, and “(v)" -

“t11 for change of ownership of vehicle by the vendor;
(u) application for plot of land:

1% ) any other iansiclion as may be determined from time to time™;
and

Lehh in subsection (7). by substituting lor the figures “500™ with the ligures
wil ) GENT,

(€} by iuserting the following new subsection “(9)" -

) A person be it a govermment organization or corporate entity to
whoin section 85(2) upplies who [nils 1o comply with same is guilty of’
an offence and is liable on conviction to a fine of NS.000,000.00 or to
imprisonment for 3 years or both fine and imprisonment.”

24 Section 86 of the Principal Act s amended- j:}:::':l:'h";;"‘ &
(u) i subsection (2Ka), by substituting for the words “Section | ol
Companies Income Tax Act”, the words “Section 11 of the Federal Inland



Revenue Serviee [ Establishoent b Act 20077,

(b) by substituting tor paragraph(b), a new paragraph *{h)” -

“one member from each State, being a person appointed pursuant to
seetion 87(2) {a) of this Act, and a nomination under this paragraph shall
be evidenced by notice in writing defivered 1o the Seeretary to the Board
by the Governor™ ; and

{¢) in subsection (3), by substituting for the words “Federal Civil Service
Commission™ in linel the words “Joint Tax Board™.

Amendimont o)

23. Secthion 87 of the Principal Act is amended in subsection (2) by substituting . e7

lor paragraph (a).(B) and (e) new paragraph “(a)"."(b)" amd “(¢)" -

“fa) the Chairman of the State Internal Revenue Service as Chairman of
the State Board who shall be o person experienced in taxation and a
member of a relevant recognized professional body, appointed by the
Stawe Governor, subject 1o conlirmation by the State House of Assembly:

{13y the Directors [rom within or outgide the State Service™; and

fe) three alher persons appointed by the State Governor on their personal
peril, one cech represeming a Senmorial District in the Suate: and.”

24, Section B8 of the Principal Act is amended in subsection (1) {b) by - A roamdorid v
sl R
tin) substituting for the semi-colon (;) at the end of the paragraph, a colon (:);
and

(b) inserting immediately afler the word *Commissioner™ the words-

“Provided that an amount of nol ess than 5 per cent of revenue collected
as may be approved by a State Mouse Assembly shall be retained by the
Siate Board of Internal Revenue 1o defray cost of collection and
achministration”



25, Section (1ol the Principal Act is amended by - Nsssonibunin (of
seation W,

() suhstituting for the Gpures =200 in line 4, the guees *5,0007, and

(b} substituting for the words “forty naira Tor everyday™ in fine 5, the words
“one hundred naira;™
" . 0 . e ot o e o . - Aol
26. Section 95 (1) of the Principal Act is amended by substitting for the phrase s
10 per cent”™ the amowmt * 20,0007,

27, Section 96 (1) (h) of the Pancipal Act is amended by - Armmcmibnen} of
seutisin Wi,
(1) substituting for the words = a fine of N5.000 or imprisonment lor five
years or 10 both such fine and imprisonment”, the words a fine of N50,000
for individuals and M500,000 for corporate bodies or to imprisonment for not
more than six months™; and

(h)in tine 3 of the proviso, by substituting for the ligures 1,000,00™ the ligures
10,0007
S . = =4 . g . Amendin ol
28, Section 97 of the Principal Act is amended in the second to the last line by im0,
substituting for the lgures 1,000 with the ligures *100,0007,

Substitution o

29, substituting for section 04 of the Principal Act a new seetion 104" a5

“Power to distrain

104, (1) Without prejudice w apy other power conlerred on the relevant tax
autharity or the enforcement of payment of tax due from a taxable
petgon that has been properly sevved with an assessment which has
become final and conclusive and a demand notice has been served upon
the person i accordance with the provisions of this Part of this Act, or
has been served upon the person. then, il payment of tax is nol made
within the time specified by the demand notice, the relevant tax authority
miay, in the prescribed form, Tor the purpose of enforcing payment of tax
due

() distrain the axpayer by his goods, other chaitels, bond or other
securities; or

() distrain upon any land, premises or places in respect of which the



txpayer is the owner and, subject (o the provisions of this section,
recover the amount of tax due by sale of anything so distrained.

(2} The nuthority to distraimn under this section shall be in the form
prescribed by the relevant tax authority.

(3) For the purpose of levying any distress under this section, an oflicer
duly authorized by the relevant tax authority shall apply (o o Judge ol o
High Counl sitting in Chambers. under oath for the issue of a warram
under this section.

4y The Judge may, on application made ex-parte, suthorize such oflicer,
referred to in subsection (3) of this section, i writing o execute any
warrant of distress and, il necessary, break open any building or place in
the daytime for the purpose of levying such distress and he may cull 1o
his assistance any police officer and it shall be the duty of any police
oflicer when so required to aid and assist in the execution of any warrant
of distress and in levying the distress.

{5) The distress taken pursuant to this section may, at the cost ol the
owner. be kept for 14 days, at the end of which time, i the, amount due
i respect of tax and the cost and charges incidental to the distress are not
paid, the same way be sold.

(G} In exercise of the powers ol distress conferred by this section, the
pergan o whom the authority is grinted under subsection (3) of this
seetioss may distrain upon all goods, chattels and effects belonging to the
debtor wherever the same may be found m Nigeria.

i 7) Nothing in this section shall be construed as authorizing the sale of
any immoveable property without an order of a court of competent
Jursdiction.”

30. The Prncipal Act is amended by inserting immedintely aller the existing tusorion of new
section 106 the following new section 106A- seetiin 1HnA

“Power to make regulations,
106A (1) The Minister may, on the recommendation of the Joint Tax
Board, make regulations generally tor giving Tull effect (o the



provistons ol this Act.

() The National Assembly may, upon a proposal by the President,
impose, increase, reduce, withdraw or cancel any rate of tax. duty or
fee chargeable as specitied in section 40 and Second Schedule of this
Act and in accordance with Section 59 (2) of the 1999 Constitution.”

1. Section108 of the Principal Act is amended by substituting for the existing smondment of
interpretation of the words “itinerant worker™ the following new interpretation-  seetion 108

“itinerant worker™ includes an individual irrespective of his status who works

alany time inoany state during a year of assessment (other than as o member

of the armed Torees) Tor wages, salaries or livelihood by working more than

ane State and work for a minimum of twenty (20) days in at least three (3)

maonths of every nssessment year,”
32. The First Schedule 10 the Principal Act is amended in paragraph 1 by ?_“"“‘m;'
inserting a new sub-pamgraph “(d)” after the existing paragraph (c¢) - e

"(d) in the cnse of an individual who works in the branch office or
operational site of a company or other body corporate, the place at which the
branch olfice or operational site is situate: Provided that operational site shall
include Oil Terminals, Oil Platforms, Flow Stations, Factories, Quarries,
Contraetion Site with a minimum of 50 workers, ete”

33 The Third Scheduole to the Principal Actis amended by - Al of
e Sebeduilie
gy deleting paragraphs 2 and 3:

(b) substituting for paragraph 7, a new paragraph “7" -

7. Interest on any loun granted by a bank on or afler 1™ January 1997 1o
a person engaged in

{a) apricultural trade or business: and
() the fabrication ol any local plant and machinery™;

fi) by substitwing for paragraph 14 o new paragraph *14" -
14 (1) pension ranted to any person pursuant o any enactment or



Jaw for the time being m foree™
(2) wound and disability pensions granted to members of the
armed Torees or ol any recognized national delense
arganisation or o a person injured as a resull of enemy action.”

(d) in paragraph 15, by substititing the words “Pensions Act™ the words
“Pension Relorm Act 2004™

() by inserting alter the existing paragraph 31, a new paragraph “31 A"
AL Income earned Trom -

(a) bonds issued by Federal, State and Local Governments and thejr
guencies:

by bonds jssued by corporate including supra-nationals; and

(e) interest emrned by holders of the bonds and short term securities
listed in paragraphs (a) and (b);™

Sulmtitid o For =%

M The =in Schedule to the Principal Act is substituted for a new Sixth Schedule Carine

“SIXTH SCLHIEDULE"
Income Tax Table

(1) A consolidated reliel allowance shall be granted on income at a flat Rate of
NIO0000 plus 20 of gross income.

IV TAX EXEMPT: The following deductions are tax exempt -
fa) Nadional Housing Fund Conribution

(b Mavional Health Inswronee Scheme



fed Lile Assurange Promitn
) National Pension Scheme
(e) Graluities

(3) Alter the reliel allowance and exceptions had beer gmntéd in, accordance
with paragraphs 1 and 2 of this Schedule. the balance of income shall be taxed as
specilied inthe following ux table:

Tax lncome Rates

Grnduated Tax rates with consolidated allowance of N200.000 + 20% ol Gross
Income, subject to 3 minimum tax of 1% of Gross Income whichever is higher.

1. Fist N300,000 @) 7%

3 Nest MN300,000 G 1%

3. Next N500,000 62 15%

4. Next 3500,000 a0 9%

5. Next N1LG0000D @ 21%
Above N3.200,000 @ 24%

150 s Actmay be eited as the Personal Tngeme Tax (Amendnent) Act, 201 1

TR



Schedule to Personal Inceme Tax (Amendment) Bill, 2011

SHORT TLTLE LONG TITLE OF THE EUINMARY OF THE DATE PASSED DATE PASFED
IF TEE 2ILT. BiLL CONTENTS OF THE BY THE SENATE|BY THE HOUSE OF
BILL REPRESENTATIVRS
|'An  Act to amend the Personal | This Bill ses's o amend the Personal

Fesonel lacoe
Tax (Amendment)
B

| Income Tax Act Cap. P8, Laws of
the Fecderation of Nigeria, 2004; and
| forrelat=d matiers.

|
|
|

Income Tax Act, Cap. P8, Laws of the
Federation of Nigeria, 2004;

1% June, 2011

25" May, 2011

T certify that this Bill has been carefully compared by me with the decision reached by the National Assembly and found by me
to be true and correct decision of the Houses =nd is in accordance with the provisions of the Acts Authentication Act Cap. A2,

Laws cf the Federation of Nigeria, 2004.

1T ASBENT.

SALISU ABUBAKAR .MAIKASUWA, mai

EleEk' {c the National Assembly

Day of June, 2011

4 -"

-
o

DR. GOODLUCK EBELE JONATHAN, GCFR

7
[
I

P_re}?_:ljpi of the Federal Republic of Nigeria
Dey of June, 2011
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