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Nigerian Personal Income Tax Model 
 

Nigeria is a federal republic modelled after the United States with one Federal Capital Territory and is divided into thirty-
six states which are further sub-divided into 774 Local Government Areas (LGAs). As sovereign entities, States 
of Nigeria have the right to organize/structure their individual governments in any way within the parameters set by 
the Constitution of Nigeria. This means that federal level taxation legislation provides the framework within which each 
state needs to operate. Despite the population size and the country's wealth in terms of raw materials only a fraction of the 
population pay tax.  

 

Tax collection is more successful when based on voluntary compliance. Even 
in high-capacity states, taxpayers evade taxation far less than would be 
expected if individual decisions were driven by fear of detection. - Alm, 
James, Gary McClelland, and William Schulze. 1992. Why Do People Pay Taxes? 
Journal of Public Economics 48: 21-38. To enable a high level of compliance, 
the economic costs of time required, and the expense which a taxpayer may 
incur during the procedure for compliance, should be kept to the absolute 
minimum at all times. The convenience of the taxpayer and minimal 
compliance cost should guide the design and implementation of every tax in 
Nigeria. 
 
Additionally Nigeria has a 67.0 million Internet users, 8th in the world (2015) 
with satellite Internet access throughout the country and in most towns there 
are many privately owned and operated Internet cafes. 

 

Solution Summary 
With the following in mind Monad Solutions has developed a 
proposed personal income tax calculator based on the Nigerian 
Personal Income Tax Act (PITA). The solution is built using Oracle's 
Policy Automation engine which is a browser based solution that 
can be accessed via the web to complete a personal income tax 
assessment. The assessment uses a guided interview to collect only 
relevant data needed to assess a tax payers tax liability. The output 
includes the following: 
1. A decision report describing whether the tax payers is liable to 

pay tax 
2. A breakdown of the calculation used to determine tax liability 

amount  
3. The ability to pay the calculated tax amount via online payment 

gateways such as World Pay 
4. The ability to download a pre-populated tax return form to be 

submitted to the tax authority.  

 

 
According to the National Tax policy issued by the Federal Ministry of Finance (2012) the following are the key guiding 
principles that the Nigerian Tax System should exhibit. OPA can help achieve these goals as described. 
 

1. Simplicity, Certainty and Clarity:- Through the use of structured guided interviews which use simple language free 
of taxation jargon, tax payers provide the minimum required data to determine their taxation liability. The resulting 
decision reports describe clearly how a determination was made and breaks down the tax calculation into its 
individual components. 
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2. Low Compliance Cost:- The online calculator provides a "no obligation" facility for tax payers to determine what 
their tax liability should be. This can be used to check current tax liability already being paid or to help determine 
future tax liability should the tax payers situation change. The guided interviews determine what the minimum 
amount of information that is required to determine a tax amount and will not require more information or time 
than is necessary making the process quick and easy.  

3. Low Cost of Administration:- The self-service model reduces the need for experienced tax administrators to help 
calculator the tax liability. Due to the calculator being based on the Federal Personal Income Tax Act the time and 
expense required to model these rules making the solution reusable and repeatable across each state with only 
specific variations needing to be added on a state by state basis. All payments of tax liability calculations can be paid  
via online payment gateways which means the reduction in costs of collecting tax is considerable.  

4. Flexibility:- The modelling of the tax legislation in OPA uses Microsoft Word and Excel meaning that to change, 
update or extend rules is quick and simple and does not require expensive specialist expertise or knowledge.  

5. Transparency and Accountability:- Through the use of decision reports tax payers are able to determine how and 
why a certain tax has been imposed on them. The downloadable, pre-populated tax return forms helps the tax payer 
show that they have completed the tax return accordingly and enforces accountability on the tax authority to make 
any and all repayments of over-paid tax.   

 

 

Summary 
Most importantly though, tax 
payers must be central to the 
increase in tax revenue to be 
collected. There is an opportunity 
for the tax authority to encourage 
higher compliance if the taxpayers 
are treated as clients and if the 
whole system of taxation is made 
simpler and clearer. The need for 
mutual respect between all 
stakeholders in the tax system is 
also a crucial element in 
developing the tax system. 
Through the use of new disruptive 
technologies such as Oracle's 
Policy Automation and the online, 

self-service facilities it can provide quickly and easily combined with an ever growing culture of social responsibility which 
helps the encouragement of a pro-tax attitude — or what might be termed “voluntary compliance” — it is likely to be a 
quicker and less costly route to tax payment than investing in stronger bureaucracies and enforcement. 

 

Monad Solutions will be delighted to discuss your detailed requirements. Please contact us for further information at 

info@monad.solutions 
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