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Abstract

This paper examines how the enormous powers given to the Executive Chairman Federal
[nlands Revenue Services under the Federal Inlands Revenue Services (Establishment) Act,
2007 negate the workability of the principles of Corporate Governance in the activities of the
service. In doing this, the paper appraises the jurisdictional bases as well as legal framework
of Corporate Governance in Nigeria. The paper further examines how section 11 of the Act
which has direct bearing on the qualification and function of the Executive Chairman negates
corporate governance principle and the danger such may pose to the administration of the
Service. The paper in the final analysis draw conclusion and make some practical
recommendations that may aid the effective application of the principles of Corporate
Governance in the Federal Inlands Revenue Services of Nigeria.. :
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LOINTRODUCTION

. _ ) T 1
Comarate governance is a central and dynamic aspect of corporate legal jurisprudence’. The

5 . 2 [ y
lerm ‘governance’ is derived from Latin word ‘gubernare’, meaning ‘to steer’, usually
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teering of a shi
soplyiné to the S E p’. Corporate Bovemance refers to the way that Boards
of a compa '
¢ running pany by its Managers, and how Board members are held

Jble to the company and other stakeholders. Corporate governance has implications
1as implication

-eats 1
orthe way a company treats not only its employers customers, those fj fnancmg the company

105]5 b

ldCS the rel
y'whiCh the corporation is governed.

akeholders involved in a corporation and the

The issues ol Corporate Governance was initiated by the Organisation for Economic
Coopcmtion and Development (OECD) and it was endorsed by the OECD ministers in 1999
and have since become an mtematlonal bench mark for policy makers, investors, corporations
and other stakeholders w01ldw1de However, due to lack of adequate legal framework, the
issue of Corporate Governance in Nigeria especially in the hierarchical and functional
structure of the FIRS is far from meeting the international standard as well as the basic
jurispmdentia] bases for the application of the pi'iﬂt;ip]@ of corporate governance.
In Nigeria, the Federal ‘Inland Revenue Services is the statutory body with the
rcsponmbility of cdllecling revenue due to the Federal Govenﬁnent and at the head of this
v__org,amzauon is the Executive Chairman. The Executive Chairman, accmdmg to the Act’,
comeone who among others is experienced in taxation, appointed by the President of Nigena
subject to the confirmation by the Senate. The Act further made the Chairman the Chief
Executive and Accounting Officer of the Service. The same peran according to the Acl is
responsﬂ;le for the execution of the policy and the day to day administration of the affairs of
thc. Service. A clear and careful analysis of these powers shows that, the Federal Inland

Revenue Services chairman is the Alpha and Omega in the organization. He is the one to

generate revenue, keep the account and spend same on the running of the affairs of the

service. The issue now is, will it be appropriate 10 give a single person the power to do and

un-do, to keep account and check account? Will such powers not encourage fraud, more so

————

1 i Nigeri \ N
D.C John An Examination of the Legal Principles of Corporite Governance iii Nigeria, Ahmadu Belo

}J:}:‘frsny.louunlof'Comm(.rcml Law. Vol. 5. No 1.2012. p.201
it

) ‘. 9
*Section I (a)b)e)d). Federal Inland Revenue Scrvices (Establishment)Act, 2007
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‘supervision of the Service, as specified under the Act and co

P f corporate pg : s v
since the pnnClPle PAeeLP . Sovemance is rooted in the pri“CiPle of checks and balances;
[ the appointment and fussing of such Powers ip
wi

: the Chairman Fegery Inland Revenue
gervices not amounted to the negation of the Principles
e

- . of Corporate Governance in Nigeria?
Structured into five sections, ap appraig

al of the Federa] Inland Revenue Services

In addition, it created the Federa] Inlaqd Revenue Services B

and Fourteen other members dr:
5

* FIRS (Establishment) Act, 2007. S. 3 (2)(a

-J) where it states that the Board shall consist of:
(a) the Executive Chairman...

(b) six members with relevant qualifi
the geo-political zones i

(¢) arepresentative of the Attorney-General of the Federation .

d) the Governor of the Central Bank of Nigeria or his represcntative '

(¢) a representative of the Minister of Finance not below the rank Of:DII'CCtOI' o _ _

(0 the Chairman of the Revenuc Mobilization, Allocation and Fiscal Connlmssuc?n or his representative
who shall be any of the Commissioners representing the 36 states of the FC:.'ICI'MIOI‘I. _ [

(&) the Eroup Managing Director of the Nigerian National Petroleum Corpnra.tmn or His representative who
shall not be below the rank of a Group Exccutive Dircctor of the ‘Corporahoq or its cgulwalti:\( nk of a

¥ . - . H ] ) rank
(h) the Comptroller-General of the Nigeria Custom Service or His representative not below the
irector and . ; :
() The Regisl‘rar-Gcnch of the Corporatc Affairs Commission or his representative not below the rank of
3 Dirccior,

| ssion or his representative, not belo the
() The Chicf Exccutive Officer of the National Planning Commission or his representative, not
rank of 3 Dircctor.,

cations and cxpertise, appointed by the President to represent each of
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It is noteworthy that al] the Members o

0
gll part time members. © Alsg o Chaj
are

7
officio members,” hold office for 5 term
ex-

4 conditions as may be specified i, the Letiey 5
an _
A member of the Board Mmay cease tq hold office if he resigned hj
‘ ’ is a
ember of the Board by notice, under hig | 5
m

pointment as a
land,

‘ addresseq to the President, if
sound mind, if he becomes bankmpt or mak
U

$ 2 compromige With his creditors, if he is
colleCtgd of a felony or any offence ]nvo]ving di

he becomes of

_ _ ShoneSty Or comuption ang if he becomes
incapable of carrying on the functions of his off

1ICe either nrising from an infir

mity of mind or
body. o

Any member of the Board may also cease to holg office i€ the President ic cafisioa
that it is not in the interest of the Servic

€C Or in the interest of the pub

lic for the person to
continue in office. Also, the President ¢

anremove g member from oy fice, if he has been guilty

Bureau ang Tribunaj Act, or guilly of gross misconduct

fa person POssessing a professional if

~virtue of the office he occupies, if he Ceases to hold such office °

30 JURISPRUDENTIAL BASES AND THE LEGAL

CORPORATE GOVERNANCE IN NIGERIA
Effect

FRAMEWORK OF

e Comporate governance is ejther established through a well developed leyal

framework and an active capital market or through concentrated ownership. The systemalic

enforcement of Jaw and regulation has helped create a culture of compliance that hag shaped

business ¢y iy e and the management ethos of firms, spuming

them to improve as a means of

. . ) wilile b 10
Allracting humay and financial resources on the best possible terms

\.\

1 c,dt‘rul Inland Revenue Services Establishment Acl, 2007 Section 3(3)
. !d: Scetion 4(a)
s O, seetion 4(b)

- [n short, corporare

HRSEA o) .
I +2007 payy |, S.5 (a-i) Clavainunos. in Niuanis adu Belo
' D.C John Ap Examination of the Legal Principles of Corporate Governanee in Nigeria, Alwada Bel.
Mversi)

Y lourny of Commerciul Law, Vol. 5. No |. 2012, p.201
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govcmﬂ“ce .involvcs tl;c |fUI:ction c.)(’ direction rather than control."" The adherence to the
-urispﬂ'dc"“al bases of what corporate gO\.'Cl'I‘IZ\IlCC entail is afore of any Mmanagerial strategy
of ensuring faimess and transparency in any corporate organizations.

il j”,.,jq;rudenﬁnl Bases of Corporate Governance

oneof the foremost and influential codes of corporate govemance; the UK Cadbury Report
gefines it as “..the system by which Companies are directed and controlled.. ' .This
Jefinition is mainly an effort to align a balance between economic and social goalé and as best
as possible the interest o‘findividunls, corporations and the society."?

The Financial Times defines it as the management of a company ‘in terms of the
institutional systems :n.ul protocols meant to ensure accountability and sound ethics. The
concept of corparate governance encompasses a variety of issuves including disclosure of
information to sharcholders and board members, remuneration of senior executives, potential
conflicts of intercst among managers and directors, supervisory structures etc.’' Corporate

governance can also be described as the set of processes, customs, policies, laws and

institutions affecting the way a Corporation (or Company) is directed, administered or .

controlled.
The major jurisprudential bases why corporate governance is being advocated in the

management of Corporations and Parastatals is to ensure the accountability of certain
individuals in an organization through mechanisms that try to reduce or eliminate the
principal — agent problem. The Principle of Corporate Gavernange call on the Boards truly be

accountable and to take responsibility for their firm’s adherence to a high standard of

Corporate behavior and ethics. It also requires regular disclosure aboul company

performance, through periodic financial reporting.  Adhering to the principle of pood

B

1] %
Ibid.

n — e Rer a6 O 5
Report of the Committce on the Financial Aspects of Corporate Governance, referved hercafler us Cadbury

r

port” 1992, nura 2.5. sec : koob: 1 Qjibara, op.cit, p20

Hig - para 2.5, sec also Olokooba and Ojibara, op.cit, 1 eited i ilte ©
Sir Adrian Cadbury, Corporate Govérnance overview. 1999 World Bank Report, sl h ‘lchl(:‘\t‘:l’l\lmnce)
'fectors in Southern Afiica. “Executive Summary of the King (King Commiltee on Carporate

i PO 2002, 6 available at wwaw iodsa.co.za assesscd on 7 July, 2013 013, see

i : . : ; T . « nssessed 23 July
Financial Times Lexicon, hup:/lexicon. fL.eom/term  term=curnoralg-ROveriuiey 1sse

s Olakooba and Qjibura. op.eit, p20)



vemance has many dj g
Corpor‘“e go Yy direct €Conomic benefits. It not only builds a culture of trust
ration, but also emplg
and CO]IabO . Ployees, who work Where, their l‘ights and needs are respected
end to be more productive, and deljver higher qual; ,

ty work than those who are routinel
y
. =ated and maltreated.
rnlStl'ea

High standard of integrity, transparency ang disclosure ca

n be influential in restoring
public trust.  Suffice to say therefore that Good Corporate Govel

ible busi mance 1s the glue that holds
e bu : 4
together responsi usiness Practices, which €nsures positive workplace management,

marketplace responsibility, environmenta] Stewardship, communj
H]

. ty engagement and sustained
financial performance.

3.2 The Legal Framework

The principal statute for Corporate Governance i Nigeria is the Companies & Allied Matters

Act (CAMA)-'M The CAMA is a replica for most provisions of the UK Companies Act 1985
with revised provisions incorporated into it.'? This Act estaﬁlished the Corporate Affairs
Commission (CAC)'® which is saddled with the responsibility of regulating and supervising
the formation, management and winding up of companies and other institutions created in
~accordance with the CAMA"® thereby safeguarding the interésts of thé pﬁ-blic and the helpless
minorities in the company®’.
However, it is pertinent to note that there are other codes or regulations in force to

regulate code and practices of corporate governance in Nigeria. Amongst such codes are: the

Code of Best Practices on Corporate Governance in Nigeria 2003 which was issued by the

—

13 Buchs, T Head Private Sector Devclopment Division of Switzerland's State Sccrct‘-ﬂriat for
Economic Affairs (CSECO) <wwiv.unglobelcompact.org 2009.> accessed on 287 January, 201 |

Hereinafter referred to as “CAMA". (Cap C20. Laws of the Federation or nge‘rla 2004). ThISI A;t was
originally known as the Companics Act 1968 and it was modcled alter the L!mtcd ngd0n_1 C..ompam‘cs Act ol
1948, The Acy basically contains the provisions and rcgulations for the running of companies in relation to the
roles of directors and its mcmbers i imi -
" For example: S. 359(6) CAMA predates the objectives & functions of the audit commitlee as stated in the
Combined Code 1992 (UK )
i S: | CAMA. 2004
i 3. 7ibid

Olokooby §.M and Ojibara, op.cit . p22
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By o

{ies
geour . Consolidation 2006 which was issued by the Central Bank of Nigeria (CBN);22
:oerid
Nige! de of Corporate Governance for Licensed Pensions Operators 2008,> issued by

the CO
0, .
N pension Commission; and then the Code of Corporate Governance of Insurance Industry
he Pen : .
l Nigeria 200924 issued by the National Insurance Commission (NIC)*".
in N1&®

To regulate the proper functionality of Companies and Industries in the Stock market,

‘I gecurities & Exchange Commission (SEC) and the Corporate Affairs Commission (CAC)
the S¢¢

ves as the tWO major instilutions regulating such affairs in Nigeria.
s

40 POWERS OF THE. EXECUTIVE CHAIRMAN OF THE FEDERAL INLAND
REVENUE SERVICES AS A NEGATION OF THE PRINCIPLE OF CORPORATE

GOVERNANCE |
The powers and qualification of the Executive Chairman Federal Inland Revenue Services is

contained in Séction 11%%. In the words of the Act,
The Executive Chairman shall-
- (a)be appointed by the president subject to the
confirmation of the senate
(b)be the chief executive and accounting officer
of the service |
(c)be responsible for the execution of the policy
and the day-to-day administration of the affairs
of the service; and
(d)have cognate experience and skills in

accountancy, economics, taxation, law and
related fields.

\

u
l . P L
o 1cm!""ﬁcr referred to as the ‘SEC Codc 2003

u Herciificy referred to as the *CBN Code 2006°

uy COM Code 2008

15 "AICOM Coe 2009

1 (u)‘(’b;zolm ind Ojibara, op cit, p22 , ,
CYand (d) Feelorql Inland Revenue Services (Establishment)Act, 2007
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A glimpse of the above Provision shows
ond control as far as the running of the Feder
However, going by the definition and Principles of COrporate governance which is rooted
more in check and balances betweep, the Board 5

_ 7 nd Managcmem, one can query the rationale
pehind the appomntment of the ChaimawChief Executive Officer of the Federal Inland

required.
Furthermore, the Executive Chairman ought not to be the Treasurer. Howeuver, it is

_ . 2 : . :
interesting to note that under the Act?’, the chairman is also the Chjef Accounting Officer of
the Service. This is clearly in conflict with the doctrine of Corporate governance, ‘which
stipulates that the Board of State Owned Enterprises (SOE) should be composed in such a

way that they can exercise objective and independent judgment®®performs any distinct

function?
How will the Chairman/Chief Executive Officer who also doubles as the Chairman of

Management Board and the Chief Accounting Officer, not use hjs corporate position to gain

ages? This is tempting and the chance of misuse of power is higher in this

personal advant
so the Executive

regard. How can the Board Chairman Act fairly in a situation where he is a]

Chairman? Can he ever criticize any decision that management makes and vice versa? The

answer is obviously in the negative. |
Furthermore, considering the fact that the practice of Corporate Governance in Nigeria

Iequires g regular disclosure of company financial performance, standings and frequent audit

2\\\

7 .
" Federal Inland Revenue Services (Establishment) Act, 2007. Section | I(b)

< I ar
WW.0ecd.ore/corporates accessed on 28" January, 2011
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Js, given & single individual power to preside over both audited and un audited report
corgs

of he pimself is involved may not be objective in nature,
hh

ic - ' -
w Apart from other requirements expected from the Federal Inland Revenue Services

lly such as the preparation of an estimate of its income and expenditure for the
annta

eding year for the purpose of appropriation by the National Assembly?’, -submitting to
succe

Minister, 8 report of its activities during the immediately preceding year and shall include
the ) )
1 report the audited accounts of the service'® not later than 30"
in suc X

September in each year,
Federal Inland Revenue Services (Est
the

ablishment) Act, 2007 in section 18 further provides:

the Service shall keep proper accounts and

records and such account shall not later than six
months after the end of each year, be audited by
* auditors appointed by the Board from the list and

in accordance with the guidelines supplied by the

Auditor-General of the Federation®'

The above provision connotes that the intention of the Act is that there should be
tansparency and accountability in its activities. However, the question is, has this ‘good’
intention not been defeated by the singular fact that the Chief Executive Officer is also the
one chairing the Board? As pointed out earlier on, under the principle of corporate
govemance, the Board of Directors is supposed to check the:power of the Chief Executive.
The normn is that it is the Board’s responsibility to endorse the organization strategy, develop
directional policy, appoint, supervise and remunerate senior Executives 'md ensure
accountability of the organization to the authorities, but as it is now, the practice in the

Federal Inland Revenue Services is an aberration and a clear negation of the workability as

Well as the practicability of the principles of Corporate Governance.

]

As ‘ ' 1 . - .
. c::‘“fj In Section 17 Federal Inland Revenue Services (Establishment) Act. 2007
n "€ seclion |

edor Federal Infund Revenue Services (Establishment) A'ct. 2007
"al Inland Revenyc Services (Establishment) Act. 2007, scetion 18.
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S power in the hand of the
grecutive Charmman of Federal Inland Revenue Services in Nig

. eria without any adequate
checks and balances machineries put in place is purely a neg

(Corporate Govemance. The aftermaths as well as the long time effects of same are creation of

ation of the principles of

chances and openings for abuse of power, corruption as well as fraudulent practices in the
service. To check these shortcomings, tle following are 1'ecorhmended'

o Reduction in the I’Qwers/Fumqi(ms of the Executive Chairman of Federal Inland
Revenue Services

Reduction in the powers of the Executive Chairman Federal Inland Revenue Services will

bring about the much needed checks and balances in the activities of the Services. Once there

are clear machineries for check and balances in the organization, the good intention of the Act

 as stated in section 18 which borders on accountability and transparency will be achieved. For

this, the paper recommends that the post of Board Chairman should be severe from the post
Executive Chairman in the service. The executive chairman’s power should be limited to the

control of just the day-to-day management activities of the service. Not only that, the

executive chairman’s power should be subjected to the control of the Board of Directors.

~

* Ameundmment of Section 11(b) Federal Inland Revenue Services (Establi
Act, 2007.

shiment)

Section 11(b) of the Federal Inland Revenue Services Act made the Chairman to also be the
Chief Accounting Officer of the Service. This provision is clearly in conflict with lile
principle of corporate governance, which stipulates that the Board of State Owned Enterprises
(SOE) should be composed in such a way that they can exercise objective and independent

judgment. T o check such power, section 11(b) of the Act should be amended in such a way
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ive Chairman w
at the Executive ould not double as Treasurer or chief accounting officer of the

gervice:
. A need for adequate Legal Framework and general overhauling of the Nigerian
Jaw which have dircect bearmg on Corporate Governance.

nue to lack of adequate legal framework, the issue of Corporate Governance in Nigeria
cspeciﬂ”y in the hierarchical and functional Structure of the Federal Inland Revenue Services
i< far from meeting the intemational standard as well as the basic jurisprudential bases for the
application of the principle of corporate governance in an established corporation. On this, it
is the recommendation of this paper that all the Nigerian laws that has to do with corporate

governance be reviewed to meet the international corporate governance standard, codes and

rules.
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