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CHAPTER TWENTY-SIX

AN ANALYSIS OF TAXATION OF CAPITAL MARKET
TRANSACTIONS IN NIGERIA

Hafsat Ivabo Sa’adu, *

STRODUCTION

~=xation 1s the backbone of any economy in the world while the capital market is
sarometer for measuring the pulse of a country's economy'** Tax is deseribed as
charge 1mposed by governmental authority upon property, individuals or
mmsactions to raise money for public purposes'*** Tax could as well be described
% 2 rateable portion of the produce of the property and labour of the individual
zens, taken by the nation, in the exercise of its sovereign right, for the support
sovernment, for the administration of the laws, and as the means for continuing
'peration the various legitimate function of the state!*% In many jurisdictions,

w15 levied on personal income which consists of ' salaries, business profit, interest,
~vidend, royalties and companies profit, petroleum profits. capital gains and
~ial transfers. Invariably, the capital market is the pillar upon which the global

somy depend on for the provision of cheap source of funding for business,
emmments and individuals.

ever, capital market has been defined as a financial market in which long term
wities are bought and sold'*™ In a simpler tern, capital market is a financial
seiel. which trades in medium to long term financial instruments like stocks and

~ Sliran Oba, Basic Understanding of Capital Marker Uperations (1st ed, the CIBN Press
meed. Lagos 1999 p. 16
=w Webster™s Dictionary of Lhe Enghish Language. (College od, Surjeet Publications, Indian)

=xck’s Law Dictionary,{8th ed, West Fublishing Co, NP 2004) p.14%96

ks



wonds with maturity in excess of one year. The capital market s broadly divided
0 primary and secondary market respectively.

"RIMARY MARKET
S 1S a market where MEW securities are issued. The mode of offer for the
“curities traded in this market includes offer for subscription, right

=<5 and private placement. A good ex
~ag an Initial Public Offer (IPO)!468.

“LCONDARY MARKET

issues, offer for
ample is where 3 newly listed company is

i3 is the market for trading in existing securities. It

-the-counter market where securities are bought and
"< primary market!46%-

consists of exchange and
sold after their ISsuance in

< main pivots of the secondary market are the stockbrokers. They are the only
=ole permitted by law to trade on the floor of the Nigerian Stock Exchange and
= do so on behalf of their clients or themselves!470. The stakeholders in the
ket include In vestors, Issuers, Capital Market Operators (Like Issuing Houses,
Swers, Investment Advisers, Underwr ters, Fund Portfo

lio Managers, Recei ving
wexs, Registrars and Trustee), Self Regulatory Organization (like Nigerian Stock

senange) and the Regulatory Authority (like Securities and Exchange
mmission)!+7)-

“xtion of capital market in Nigeria involves mainly income tax op dividends,
w2l gains tax on shares. stamp dutics, withholding tax on dividends and valye
el tax. It is important to note the fact that there i no special

tax legislation for
* ~apital market operations in Nigeria'*™ Thus the intersec

tion between the

=i Abiola, *Tax Reform in the Capital Market— A W

elcome Development’ {Paper
=ied at a Semingy organized by the Ogun State Bo

ard of Interna] Revenue, A beokuta) 2007

== Section 38 of the Investments and Securities Act, 2007
=stments and Securities Law Journal (2006) Vol. | pp. 66-69.
“emi Abiola, ‘Tax Reform in the Capital Market - A Welcome De

velopment® ( Paper
ested 4t a Seminar organized by the Ogun State B

oard of Interna| Revenue. Abeokuta) 2007
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sl market operations in Nigeria and taxation can only be determined by
=mining how cach tax impacts on the market operations.

v paper thus examines the impact of taxation on the capital market operations in

veenia. The charge of double taxation and capital market operation in Nigeria shall

oe examined. The effects of economic recession on the taxation of capital
rwet are also worthy of consideration in this paper.

SRIEF HISTORY OF THE NIGERIAN CAPITAL MARKET

% birth of the Nigerian Capital Market could be traced to the colonial

nistration when the colonial British Government sought funds for running the
1473~ At that time, most of these funds were derived from
rcultural  produce, marketing and social mineral mining. The Colonial
smunistrators later discovered that these sources were grossly inadequate to meet
= growing financial obligations. Hence, the necd for them to expand their
saue base by raising funds from the public sector. This now necessitates the
a2 up of the basic infrastructure for its take off pending the development of an
sanized private sector'#™#,

2! admimistration

se vear 1957, the Government and Other Securities (Local Trustees Powers)
~as cnacted, it spelt out the types of securities in which trust funds may be
=tzd. It also defined the powers and responsibilities of trustees. It is this same
wr that the colonial government set up the Professor Barback Commitiee to
mine the ways and means of fostering a share market in Nigeria. The terms of
temence of this committee among others include the possibility of establishing a
gzl market in Nigeria. Part of the recommendations of the committee included
creation of facilities for dealing in shares, establishment of rules regulating
s transfer and measures for encouraging savings and issues of securities of the
smment and other organizations'*'”.
=z with the recommendation of the Barback Commitiee, the General Loan and
-« Actand Local Loans (Registered Stock and Securities) Act were promulgated

save BB, Capital Market — Afiican & Global (The Book House Company, [,agl:;s 2007y p.33

[
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owards the end of the year 1957'%¢. However, following the establishment of the
-entral Bank of Nigeria in 1958 through the Central Bank of Nigeria Act 1958, it

%as logical to have a Stock Exchange, hence the incorporation of the then Lagos
stock Exchange in 19601477

‘rading commenced in 1961 after the enactment of the Lagos Stock Exchange Act

: 1961. The Self-Regulatory body was subsequently re-organized and renamed as
=< Nigerian Stock Exchange in 1977, The Exchange now has branches in Lagos,
Saduna (1978), Port Harcourt (1980). Kano (1989), Onitsha (1990), Ibadan (1990),
“ouja (1999), Yola (2002), Benin (2005) and Horin (2008)478,

TAXATION AND CAPITAL MARKET OPERATIONS IN NIGERIA

i earlier explained, taxation and capital market operations in Nigerian involves
Siferent types of taxes mcluding:

® Income tax on dividends:

. Capilal gains tax on shares:

. Stamp duties;

. Withholding tax on dividends: and
. Value added tax.

These and other related issues on the taxation of capital market in Nigeria shal]
oe discussed one after the other.

SCOME TAX ON DIVIDENDS

seome tax may be described as a tax on income or 4 tax upon that which is properly
wearded as “income’ for the purposes of the appropriate taxing acts, that is, ‘taxable
seome' ™. The Nigerian legislation does not provide for complete definition of

e

L

LU |
(=8

&

S Odife Dennis. “The Evolution of the Nigerian Capital Market and the Present Reforms’ (Paper
z2d at the Abuja Conference on Legislation for the Capital Market. Abuja) 2000.

= Ahdulrazaq M. T., Revemie Law and ‘ractice in Nigeria (Malthouse Press Limited, Lagos

B p. 35
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seome but various rules are laid down for computing receipts liable to tax, and the
s=sions of the courts contribute to the law on the subject'450.

% ordinary meaning of dividend is share of profits whether at a fixed rate or
Werwise, allocated to the holders of shares in a company. Dividend could also be
S Sistributable part of the profits of a company.

dend could as well be an amount received by a person on an investment made
% =m'her. The capital of the company is divided into shares and when a person
eomres some shares in the company, he becomes a part of owner of the
semoany ! At the end of each accounting period of the company, the company
=& declare and distribute dividends to its sharcholders. Any dividend distributed
% & shareholder is income in the hand of the shareholder'*52.

% charge to tax on dividend is outlined in section 3 of the Personal Income Tax
"= 2004 and section 9 of the Companies [ncome Tax Act 2004."*% Wherein tax is
meabie for each vear of assessment upon all income or profits from a source inside
¢ suiside Nigeria accruing in, derived from. brought into, or received in. Nigeria.

wson 3 of Personal Income Tax Act (PIT A) 2004"*% provides that:

Subject to the provisions of this Act, tax shall be payable for each
year of assessment on the aggrepate amounts each of which is the
income of every taxable persons, for the year, from a source inside
or outside Nigeria, including,... dividend. interest or discount
among others:

Sub-section 2 of the above section defines dividends to mean:

(1) In relation to a company not being in the process of being wound up
or hquidated, any profits distributed, whether such profits are of a

S3ua LA The Nigerion Tax Law { Spectrum Law Publishing, Ibadan, 1996) pp. 15-16
= See Section 99 of CAMA. 2004 '
“oculrazag M. T, Tucarion Principles and Practice in Nigeria (Batay Publication Ltd., Horin)

i

=<, See also The Nigerian Tax Law pp13-16
amended i 2011,

L

¥
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capital nature or not, including an amount equal to the nominal value
of bonus shares, debentures or securities awarded to the
shareholders: and

(1)  in relation to a company that is being wound up or liquidated, any
profits distributed, whether in money or money’s worth or
otherwise, other than those of a capital, nature earned before or
during the winding up or liquidation,

w=hermore, Section 9 of the Companies Income Tax Act (C.LT.A.) 20041485
vides as follows: '

Subject to the provisions of this Act, the tax shall, for each year of
assessment, be payable at the rate specified in subsection (1) of
Section 40 of this Act upon the profits of any company accruing in,
derived from, brought into, or received m, Nigeria in respect of
dividends, interest royalties ete. Income tax is payable by companies
at a standard fixed rate of 30k in the naira on their profits under
section 40 companies Income Tax Act. No Personal reliefs are given
and there are no reduced rates.

eome tax is payable by Company at a standard fixed rate of 30k in the naira on
ser profits under section 40 C.ILT.A.

= Companies Income Tax Act categorized companies into two, Nigerian
wpanies and foreign companies, A Nigerian company is one the control and
sagement of whose activities are exercised in Nigeria'*® All other companies

ato the latter category. The division is important because a Nigerian company
able to income tax in relation to profits, which are deemed to be derived from
==ia and subject to Nigerian tax in Nigeria wherever they arise and whether or

ey have been brow ght into or received in Nigeria. On the other hand the profits
: company, other than a Nigeria company, are only deemed to be derived from

Lz amended in 2007
see Section 13 CITA 2004 as amended m 2007 and Revenue Law and Practice in Nigenia p.

= ek . e PR T
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“zeria to the extent that they are attributable to some part of the operations of the
“mpany carried on within Nigeria'*®,

w<tion 57 of the Companies Income Tax Act. 20041468 required companies
perating in the Nigerian Stock Exchange to file monthly returns with the Federal
Soard of Inland Revenue not later than 7 days after the end of each vear calendar
meath of its transactions during the preceding calendar month. Company is
“rected to state the following in a prescribed form:

3 an offer in the primary market, state in the refurn;
the type of offer;
the services rendered:
the amount of tax deducted at source;
the amount of value added tax payable;

- operations in the secondary market, state in the return;

ki

the number and value of transactions carried out during the relevant
calendar month:

the commission received or paid;
the amount of tax deducted at source: and
the amount of value added tax pavable.

~s filing requirement is an important aspect of the regulation of activities in the
woital market from the perspective of taxation. The Nigerian Law required a strict
mpliance with this provision of the law because it would provide an audit trail

= Ibid, and see Scction 1 (2)

= fbid
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for the tax authority to trace, identify and raise assessment in respect of taxable
Y
acome where there is no voluntary declaration of such!#%%

RULES REGULATING TAXATION OF DIVIDENDS

Jividends are generally taxable in the companies’ and shareholders' hands as part

»f the assessable income for the relevant vear under the Companies Income Tax
sct, 200417,

Jividends are usually paid to owners or sharcholders of business at specific periods
s earlier analysed above. This is based on the declared earning of the company and
“@ie recommendations made by its directors. Thus, if there are no profits made,
Zividends are not declared. But when profits are made, the company i3 obliged to
nay all statutory taxes including dividends to the government'*®!,| This is, therefore.
i essential corporate responsibility particularly profit making companies.

“axation of dividends paid by a Nigerian Company shall be deemed to derive from
Nigeria and shall be taken as the gross amount before deducting tax'*%, It is
srovided further that any amount of the undistributed profits of a Nigerian
-ompany controlled by not more than five person (known in England as a close
-ompany) which could be distributed as dividends without detriment to the
-ompany’s existing business may be treated as distributed so that every shareholder
saall be assessed to tax on the income from the deemed distribution in proportion
2 his share in the ordinary share capital thereof at the relevant time. Such amount
“all be increased by the relevant tax deemed to be deducted at source.

section 13 P.LT.A. provides that:

** Sanni Abiola, *Tax Reform in the Capital Market — A Welcome Development” (Paper
wesented at a Seminar organized by the Ogun State Board of Internal Revenue, Abeokuta)
2007pp. 12-13
“* As amended see further Nigerian Tax Law p. 187

“* Samuel S.E. and Inyada S.J.. “The Effect of Company Income Tax on Dividend Policy of
“nancial Institutions in Nigeria® <http:/‘www wiloludjournal com> accessed on 14 September
s

* See Section 12 PITA CAP P8 2004 as amended in 201 |
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the income from a dividend paid by a company other than a
Nigerian company or from any other source outside Ni geria
which shall be the amount of that income brought into or
received in Nigeria, provided that, if the income arose in a
cauntry to which section 39 of this Act applies, the amount
of that income to be taken for assessment shall be the amount
under subsection (5) of section 39 of this Act.

sddition, section 15 P.I.T.A. provides that:

CMPANIES

Where a dividend or intercst is distributed or paid by a
Nigerian company, the dividend or interest as the case may
be, whenever necessary for the purpose of the first schedule
to the Act, shall be deemed to be derived from the territory
in which the recipient of the dividend or interest, resides or
where the recipient is not resident in Nigeria, the person shall
be a person to whom section 2(i) (b) (iv) ) applies. It should
be mentioned that not all dividends are subject to income tax.

¢ a Nigerian company pays any dividends or is treated as having distributed
amount of profits to another Nigerian Company, the rule is that the recipient
wpany receives dividend income tax under section 18(b) C.ILT.A. 2004 (as
sended) 2007 by the paying company although it is treated for the purpose of
culating the total profits of the recipient company as having been received gross.

¢ recipient company is entitled to a certificate from the paying company setting

e following particulars in writing:

the gross amount of the dividend or such other distribution;

the name and address of the recipient:

the accounting period or periods of the company in respect of the profits out

of which the dividend is distributed or declared to be payable and the date
on which payment is due; and

¥

(iv)

Such
havi

15l
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(1iv)  the amount of tax so deducted.

Such dividend is not charged further to income tax on such part of its profits as
faving already been taxed by deduction at source. This is treated as franked
mvestment income.

A company paying a dividend is entitled to retain the tax deducted from any
dividend paid by it and thus recoup itself for long-term which it pays on its own
profits. This shows that income is only paid on the profits of a company once and
where those profits are distributed to shareholders, whether corporate or individual,
the burden of income tax is eventually passed on to the shareholders by way of
dividend.

Section 80 (2) of the C.LT.2004 (as amended) 2007 states the rate at which tax is
0 be deducted in this scction as 10%,.

INDIVIDUAL SHAREHOLDERS

At the individual level. jt appears that dividends generally are not taxed in the
individual shareholder's hands as part of his assessable income for the relevant vear
of assessment. Before the CITA 1990 was amended, dividends received by
wndividual shareholders are taxed at the same rate of 5% and the same information
are required then as was applicable to companies charged to income on dividends.

The position now under the CITA 2004 (as amended) is that any amount treated as
distributed as provided in section 21 (1) and other enactment in Nj geria imposing
=2x on the incomes of persons other than companies be deemed to he profits or
mcome from a dividend accruing to those person who are sharcholders in the
company m proportion to their shares in the ordinary capital thereof, and the
amount of such profits or income to be taken for assessment in the hands of each
such persona shall be his due proportion, as the Board may determine!4%,

The issue 15 that companies paying dividends are to withhold tax of ten per cent on
zross dividends before paying over to individual shareholders.

"33 Sec further Section 21 (2} & (3) and Section 43 {2) of CITA 2004 as amended) 2007.

et i St X M e Dot it S e
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WFITAL GAINS ON SHARES

“eeal gains tax or CGT is charged on capital gains, that is, the profit realized on
s of an asset that was previously purchased at 2 lower price'***. Tt could also
sescribed as the excess of the proceeds derived from the disposal of the asset

= 2ad above the cost of acquirin g and enhancing the assets by the owner of the

# that is subject to capital gains tax. The most common capital gains are realized

" e sale of shares, stocks, bonds, and property %,

=l gains tax is a form of tax chargeable on capital gains arising from the
wesal of chargeable asset'*%. Capital Gaing Tax (CGT) was first introduced in
=na through the Capital Gains Tax Act of 196797 and it only applied in the
* Federal Capital Lagos. However. by virtue of the Finance (Miscellaneous
wston Provisions) of 1967"% it was made to apply to the whole of Nigeria in
- i was consolidated and reenacted in Cap 42 of the Laws of the Federation of
w=a as the Capital Gains Tax Act of 1990 and now Capital Gains Tax Act. ( Cap.

L EN2004)

Woording to Abdulrazag:

The Capital Gains Tax Decree applies as regards taxation of any
company throughout the Federation'*®. It may be remarked that
many of the provisions of the Act are drafted in similar or identical
terms to parallel provisions in the United Kingdom 'S

“izvemi 8.B. and Babington Ashaye M.T., ‘Re: Introduction of Capital Gains in the Nigeria
el Market” See '-'-http:.-'.-'u-'ww.secum.irs-ugun.clrg-'dnwn[nads:’{??*accrssed on 2] November

= Section 1 of Capital Gains Tax Act Cap CO0L LFN 2004
o2 Decree No. 44
i3 01976

eteming to the Federation of Nigeria
saculrazaq MUT. Revenue Law and Practice in Migeria p. 149,

sale,
diso

#5 g

iz
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“%e rate of tax on capital gains on stocks and shares is ten percent. 0!
There are certain conditions for a liability to capital gains tax to arise:

there must be a disposal of a type relevant to CGT:

| ]

of an asset of a type relevant to CGT;
3 by a person chargeable to the tax; and
H on which a chargeable gain which is computed under the Act arises! 3%,

“5e legislation intends to distinguish a gain from a chargeable gain. It is only the.
aster that is subject to tax. The legislation does not specify how a gain should be
semputed. Tt only specifies what costs can be deducted from the consideration! %,
he effect of the above is that capital gains would not arise where these conditions
= absent. It is the excess of the proceeds derived from the disposal of the asset
et and above the cost of acquiring and enhancing the assets by the owner of the
ssset that is subject to capital gains tax'’™,

DISPOSAL

There is no concrete definition of disposal. But the Act provides that a disposal of
sssets by a person is deemed to take place where any capital sum is derived from a
salc, lease, transfer, an assignment, a compulsory acquisition or any other
Ssposition of assets, notwithstanding that no asset is acquired by the person paying
®e capital sum'*%,

“msposal of an asset could be any legal or equitable alienation or transfer of
seneficial interest or title to an asset by a person to another person that acquires the
mierest.™™ A disposal by a trustee of shares in the course of administration is

" See Section 2 (1) of the Capital Gains Tax Act, 2004. The rate of capital gains tax, which was
wmerly twenty per cent has been amended to ten percent through Decree No. 18 of 1598

= Abdulrazag M.T., Revenue Law Practice in Nigeria p. 152

* Ihid and see penerally Section 12-16 Capital Gains Tax Act. 2004.

= John D.C., “Capital Gains Tax” in CITN Tax Guide and Stanutes Abdulrazag M.T. (ed) (The
—martered Institute of Taxation of Nigeria, Lagos. 2009) p. 75

* See Section 6f 1) Capital Gains Tax Act, 2004.

~ Abdulrazaq M.T., Revenue Law and Practice in Nigeria. P.157.

i e Y b i e . 3 A S ] s apam . s
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“early a disposal on this definition since beneficial title passes to the purchaser and
e fact that the disposer is not a beneficiary is quite irrelevant'*",

% carlier explained, the capital gains tax is levied on the ‘gains’ of *any asset’ that
% 2ot exempted. The meaning of asset under Capital Gains Tax Act is radically
Sifcrent from the restricted meaning of the word in a plain language. Asset is
wned widely in section 3 as “all forms of property, except those expressly |
sciuded, under the Act’.'”™ Chargeable assets under the CGTA include the !
oW ing: : i

E options, debt and incorporeal properties generally;
b any currency other than Nigerian currency: and

£ any form of property created by the person, disposing of it-or otherwise
coming to be owned without being acquired™". |

weck and shares were removed from the list of chargeable assets possibly to }
woclerate capital market development and to encourage investors to invest in these
yoes of assets.'”'? The Nigerian Enterprises Promotion Decree of 1972 included
#ocks and shares of every description in the chargeable asset list having realized
e potential revenue derivable from this form of investment. This produced some
wtiul results for example in 1972/73, 1973/74, 1974/73, collections from Capital
ssins Tax were No. 4 Million, N2.2 million and N2.1 million respectively as
wanst No. | million in 1971/72 and N0.03 million in 1970/71'%!!. Since the
weclusion of indigenisation exercise, the revenue accruing from the capital gain

foud, see the case of Re Paradise Motor Co. Lid (1968) 2 All ER 625
sanni Abiola, “Tax Reform in the Capital Market - A Welcome Development® (Paper
wecnted al a Serninar organized by the Ogun State Board of Internal Revenue, Abeokuta) 2007 p.

See Section 3 Capital Gains Act, 2004,

see Capital Gains Tax Decree 44 of 1967. Though. there arc lots of arguments for and against
s=moduction of Capital Gains Tax in the Nigerian Capital Markel !

sanmi Abiola, “Tax Reform in the Capital Market - A Weleome Development® (Paper
weented at a Seminar organized by the Ogun State Board of lnternal Revenue. Abeokuta) 2007 p.
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W S gains from the sale of shares and stocks has v
Nigerians mostly buy shares and stocks and keep!%12

irtually become zero

to the demand to exempt stock and share so as 10 encourage investment

sector, section 31 of the Capital Gains Tax Act, 2004 now exempts gains
wees of stocks and share from taxation as follows:

~4ns accruing to a person from a disposal by him of Nigerian Government
Securities, Stocks and Shares shall not be chargeable gains under the Act:

=]

= s section, Nigerian Government Securities include Nige
Sonds. savings certificates and premium bonds issues under

Sonds and Certificate Act.

rian treasury -
the Savings

8¢ point now is whether this is in line with what is obtainable in other parts
worid. A good tax system must be cquitable not only in the quantum of the
scing asked for but also ensures that incomes from di

fferent sources are
= 2 similar way. Therefore, the exclusion of stocks and shares of every

“on from capital gains chargeable from 1 January 1998

1s an aberration to
=5 poimciples of equity and fairness. Tt gives unduc advantage to

mwestors in stocks trading who are excluded from paying taxes on capital
W stocks and shares compared with other taxpayers who generated their
from other sources'*!3,

ssnce m the United States of America, capital gain is taxed under income
"% 5s partly on the basis of market efficiency in that economic resources

% based on market factors that determines the highest return and not
* 2x consideration*™, Another

on the
issue is the inability to expand tax base and
& chgible taxpayers into the tax net. Ifall the loopholes in the tax system are

=< and the tax base is expanded. the government will fulfil the obligations of

L
Sassemm 5B and Babington Ashaye M.T.,
Mirker see f-.'hup:a"-'www.sccure.irs-uguu

‘Re: Introduction of Capital Gains in the Nigeria
-org/downloads/C>accessed on 21 November

S = 21 See further Revenue Law and Practice in Nigeria p. 149,

e e e e B e et B e vtvi RSN e
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% the needs of all its citizens. The abrogation of the provision of Capital
“ax Actin taxing capital gains from stocks and share in Nigeria as chargeable
»1ll encourage foreign investment and with the availability of super profit in
=izl market, any reintroduction of capital gain tax on stock and shares will
srage investment.

© &re arguments against the reintroduction of Capital Gains Tax on stock and
== m Nigeria. It is sometimes claimed that Capital Gains Tax in conjunction
moome Tax is a case of double taxation. This theory further argued that the
of capital relates to the future income that the capital is expected to produce.
mcrease in the value of capital hence relates to an unexpected increase in future
=. However this additional future income is already subject to income tax so
“apital gains are already taxed. It means that no capital gains tax applies if
sesship of the capital (that will produce future income) does not change hands,
wher words, capital gains tax does not apply if the capital gain is not realized
peeh a sale!,
=S on Investment income have a major effect on the functioning of capital
enzts, and the capital gains tax is believed to have a detrimental effect on the
o of capital to finance the most profitable investment opportunities. This
scular tax has been proved as discouraging to the supply of risk capital for
w=ess start- up and for a Small and Medium-sized Enterprises (SMEs). This type
“=ancing is primarily provided by financially sophisticated individuals (angels)
=nture capitalists that operate outside of a tax —sheltered environment. Their
ces of business are very sensitive to capital gains tax on their investment
me. Their income is most likely to come in the form of capital gains rather than
dend income or interest income.

“her converse argument put forward is that a capital gain has a lock-in-effect
W mvestment behaviour. For example, an investor wanting to sell a portion of his
W e assets and reinvest the proceeds into better performing stock or shares must
i 2 tax on the capital gains just to change from one asset to another even though

tdevemi 5.B. and. Babington Ashaye M.T., ‘Re: Introduction of Capital Gains in the Nigeria
sl Market” see <http:/'www.secure.irs-ogun.org/downloads/Caccessed on 21 November

(¥
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=ttect of this is that it reduces the flow of investment, which 1$ not in the interests
o developing countries [jke Nigeria where there is the need for greater investment
mobility!316

“here is also the taxation of i llusory income, for instance, shares bought a few years
£20 In an average Tepresentative company on the Nigerian Stock Exchange would
@icrease in value at the same rate as the increase in consumer prices. In real terms,
Sere is no gain and the taxation of capital gams does not recognize this faet!$17. =

STAMP DUTIES ?

stamp duties in Nigeria have their origin in the country’s colonial heritage. Strictly,
“EY are taxes on documents apd Not on transactions or PETsons and are governed
¥ the Stamp Duties Act 1939 as amended by numerous Acts and varjous
=esolutions in Volume 22 of the Laws of Federation of Nigeriz 1990 Cap 411. The
=arrent stamp duties enactment in force is the Stamp Duties Act Cap 5004 LEN
-004. Additionally, a number ofregulations have been made's's '

s:amp Duties are taxes imposed on instruments such as deeds of assignment,
sowers of attorney, appointment of 4 NEW trustee, and appointment ig execution of

strument not being a will, share warrant or stock certificate of Bearer and other
*pes of documens listed in the schedule to the Stamp Duties Act!$!19 Stamp Duties
=an be either ad valorem or specific. Ad valorem are duties that vary with the
smount of consideration and n accordance with a scale stated in the relevant
schedule fixed by the government. | n ad valorem assessment, the Commissioner
for Stamp Duties or Adjudicator will pe required to know the amount involved in
=€ Iransaction to enable him to determine the correct duty 10 pay. These include

=
“ Ihid, p. 6 and See Avua LA, The Nigerian Tax Law p. 213
" Ibid
— Abdulrazaq M.T.. Revenue Law and Lractice in Nigeriapp. 251-252
- See Section 3 (1)
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we= capital of companies, debenture stock etc!S2. Specific or fixed dutics are
es that do not vary with the consideration for the document being stamped. The
%= duties is payable irrespective of the value of the instrument such instrument
=des payment receipt, cheque leaves etc!52!.
Wough stamp duties is a federal tax, its administration i1s shared between the
wicral and State Government where the instrument or document relates to a
rate person, stamp duties is payable to the Federal Government while those
“ng to individuals are payable to the relevant tax authority of a State!*22,

“areholder’s equity in a company is evidenced by share certificate. A certificate
saed upon the purchase of share while the certificate is transferred upon the sale
e part of the whole shares, 1t is imporiant that an electronic depository called
=izl Securities Clearing System (CSCS) has presently been introduced to deal
= the difficulties associated with the transfer of shares and production of new
ficate for traded securitics which often took months to conclude in the light of
manual processes in use. This is to obviate the need for paper certificate where
desired. Through CSCS. an investor’s sharcholding can be stored and traded
"#. The CSCS commenced operation in April 1997 with less
sasis on the issuance of certificates for transactions through the secondary
wet. However, where a shareholder elects to have a certificate either for the
“uic or for the balance of a partial sale, the shareholder is allowed 1o exercise his
= 1o a certificate as granted by law!™*, Transfer of shares is specifically
~=pied from stamp duties while contracts relating to shares attract duty at the

sronically

" el Ojo, Fundamental Principles of Nigerig Tax (2nd cd, Sagribra Lax Publications, Lagos
pp.119-120

d. p. 119

see Savannah Bank Led V. Divecior - General, Ministry of Lands, Suwrvevs & Town Planning
= FHCLR 370 at 375, Item 57 Exclusive Legislative List in Part | of the Second Schedule to

9 Constitution, Trem D, Paragraph 7(b) of Part 1| of the Second Schedule to the 1999
we=tution and Sections 3(3) and 4 of the Stamp Duties Act, 2004,

wenni Abiola, “Tax Reform in the Capital Market - A Welcome Development® (Paper
semted at a Seminar organized by the Ogun State Board of Internal Revenue, Abeokuta) 2007 p.

w2 Section 3 (1) Stamp Duties Act, 2004

r
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rate of N2.00 for every N200.00'535 1, this regard, the contract (of either purchase
or sale} is between the stockbroker and his client. By regulation, a stockbroker is
under an obligation to issue a Coniract note to his client. The contract note can be
used as evidence in the law coyurt if the need arises'*2 [ practice, the stamp duty
15 usually remitted by stockbrokers to the Federal Stamp Duties Office on monthly
basis!**7,

Apart from those instruments exempted by the Act. an unstamped instrument will
not be admissible in evidence in the law court. However, the court Or arbitrator may
£rant permission 1o a party to pay all unpaid duties and penaltics on an instrument
10 enable the party to formally tender it in evidence!5®$

WITHHOLDING TAX ON DIVIDENDS

Withholding tax is not a Separdle tax but a convenient way of collecting income 1ax
n advance whether personal or corporate income tax. Thus, it is an advance
payment of income tax which ordinarily is collected on proceeding year basis!$29,
The purpose is to bring the prospective taxpayer into the tax net. thereby widening
the income tax base, In other words, the withholding tax system is aimed at tracking
down taxpayers and the incomes which may otherwise not be reported by them 53",

The withholding tax on income is deducted at source and when this is finally
arought to the notice of the tax authority and appropriate tax is computed, due credit
s given for holding tax deducted al source on the presentation of the original
withholding tax receipts through the issuance of credit notes. The taxpayer issuance

= Sanni Abiola, *Tax Reform in the Capital Market - A Welcome Development” (Paper
rresented at 3 Seminar organized by the Ogun State Board of Internal Revenue, Abeakura) 2007 i

=% fhid

<" ibid

~** See Section 19 and 22 Starnp Duties Act, 2004

=% Sanni Abiola, ‘Tax Reform in the Capital Market — A Welcome Development” (Paper
sresented at a Seminar orgamized by the Ogun State Board of Internal Revenue, Abeokuta) 2007 p.

 Taxation of Transactions in the Nigerian Capital Market: Guidelines. Application and
“rocedures see FIRS Informatian Circular No.9903 of 1t July 1999,

B o e P S

.
-
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¢ credit notes; The taxpayer will be required to pay only the balance duc after
satching the actual tax liability against the credit for the withholding tax suffered
» source. Therefore, withholding tax is nothing more than a collection machinery

o curb tax evasion''.

= law imposes obligations on companies, including thosc operating in the capital
—rket to withhold tax from certain payments'>** made by them (for goods and
rvices) at the applicable rate but this depends on whether the payee is a company

o individual .

% HO CARRIES THE BURDEN OF PAYING WITHHOLDING TAX?

The payment of withholding falls on the payee and not on the company withholding
e tax. The payee here depending on certain circumstances as the case may be:

. The investors (when receiving dividends): and _
. The various intermediaries (when being paid for their services by the
fund users)'***

b

SOW TO IMPOSE WITHHOLDING TAX AT THE PRIMARY MARKET

The withholding tax at the primary market is usually for issuing companics fo pay
Le=5 10 issuing houses, stock brokerage firms, reporting accountant and solicitors in

bid
= 4 company paying dividends to its sharcholders is first ohliged to pay tax on its profits at the
we=pany’s rate before paying dividends to its shareholders, As a general rule, any dividend or
er company distribution whether or not of a capital nature made by a Nigenian Company is
1= to a withholding tax at source of 10 percent. However, any dividend paid by a company in
% form of bonus/scrip share issue is not taxable in the hands of individual sharcholders and is
= luded from the profits of any other company that is a shareholder in such company.
See Section 78-21 of the Company Income Tax Act Cap 21, LFN 2004 as amended in 2067,
* Sanni Abiola, “Tax Reform in the Capital Market - A Welcome Development” (Paper
——ented at a Seminar organized by the Ogun State Board of Internal Revenue, Abeokuta) 2007
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s=spect of new and right issues, as well as debenture stocks. Such fees should suffer
sithholding tax at source!™*,

The issuing companies are mandated to deduct the withhelding tax therefrom and
=2y over 1o FIRS within 30 days as stipulated in the tax law. The net is then paid
wwer o the issuing House that handled the issues. The applicable rate for
commissions/fees is ten percent (10%) for limited liability companies, and five
%) for individuals and partnerships' 3,

The issuing Houses which co-ordinate the activities and services of the other parties

svolved in the issuing, on behalf of the issuing companies are appointed agents fo
Seduct the withholding tax and pay the tax withheld to the relevant tax
suthorities'*7.

HOW TO IMPOSE WITHHOLDING TAX AT THE SECONDARY
MARKET

At the secondary market, the withholding tax is imposed as follows:

(a) In the case of a purchase, the stockbroker is expected to charge the
investor for;

= The cost of the share purchased.

- Commission based on gross value of share purchased on behalf of that
investor.

- The SEC fec which is currently 1% of total consideration and is not
subject to withholding tax and value added tax being part of gross
mcome earned by SEC.

- Deduct withholding tax on the commission at 10% and pay over to the
relevant tax authority, i.e. State Board of Internal Revenue (SBIR) or
Federal Inland Revenue Service (FIRS).

=% See Section 78-81 of the Company Income Tax Act 2004 as amended in 2007 and the
Relevant Extra-Ordinary Gazette.

8 FIRS Information Circular No. 9903 of 1st Tuly 1999

5T Ihld
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{b) In the case of a sale, the stock brok

er is expected to deduct from his
commission,

The other fees payable to oth
~eafier, the net sale should be paid o
smmission and others fees
stockbroker is to pay ov
relevant tax authority,

er third parties, as approved by SEC!538
VEr to the investor. Both the stockbroker’s

paid to other third parties are subject to withholding,

er tax withheld from the commission and other fees to

wever, itis important to note tha there is practical difficulty for each State Board
aternal Revenue to audit the accounts of each stockbroker to ensure that
fropriate tax has been withheld and remitted especially where the stockbroker is *
=ied outside the jurisdiction of each state. In this regard, the state(s) where the
e offices of these stockbrokers are located are in best position, It is however, '
whtful if this Opportunity is being optimally utilized in practice. The fact js that
Federal Inland Revenue Services is In a position to pariner with the states to
e that laxes due to the states are collected and remitied promptly subject of

to the rights of the Federal | niand Revenue Services to charge appropriate
 for its services! 3%

LB

HOLDING TAX ACCOUNTING -

sccounting to the tax authority!*¥ ha person/company making the payvment is !

pected to state the following on the WHT remittance form:
the gross amount of the payment: |
the name and address of the recipient: ,
The nature of the activitics/services rendered;

the rate of the WHT and |
the WHT dye; :
the period covered:

i Abiola, ‘Tax Reform in the Capital Market A Welcome Development” {Paper
#=d at a Seminar organized by the Ogun State Board of Internal Revenua, Abeokuta) 2007

=eral Inland Revenue Services (FIRS) and State Board of Infand Revenue (SBIR)
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wu)  the tax file number;

wii)  cheque number and date; and

=) the date of payment'™!

¥ s important to point out that payment for registered companies is made to Federal

=iand Revenue Services (FIRS) while payment for individuals is made to State

Soard of nhand Revenue (SBIRY. in practice, payment is made 1o designated bank
within the area of the company or individual with a schedule of all the iransactions
containing the requisite information, while it is the responsibility of the taxpaver to
follow up the credit notes!2,

MODE OF COLLECTION OF WITHHOLDING TAX §
The mode of collection of withholding tax includes:

{1} the rate at which tax is to be withheld on commission and fees which are
stipulated as 10% when these payments ar¢ made to limited liability
companies: and 5% for individuals and partnerships;

ks

1) the currency in which the tax is to be paid is the carrency the transaction
was carried out and in which the tax was deducted' ™3

(i) payments of withholding tax should be made in bank drafis and payable to
“the Federal Government of Nigeria — FIRS-Withholding Tax Account’:

(v)  payments should be accompanied by the relevant forms (CMF1, CMF2,
CMF3, CMF4, or CMF5); and

(¥)  any, default in the implementation of the tax carrics heavy penalties. Also,
failure to deduct withholding tax and failure to remit taxes withheld are

=% See Sections 78 (5) and 79 (1) and (2} Companies Income Tax Act, Cap 21 LFN 2004 as
smended in 2007,

“* Sanni Abiola, ‘Tax Reform in the Capital Market - A Welcome Development® ( Paper
presented at a Seminar organized by the Ogun State Board of Internal Revenue, Abeokuta) 2007
op. 14-15

=* Federal Inland Revenue Services Information Circular Nos. 9502 of 20th February 1995 and
9301 of 13th January 1995
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punishable on conviction by a fine of 200% of the tax not withheld or
remitted' 3,

mportant to note that the policy of Government imposes dual roles on the
=z Houses as agencies which handle new and right issues; also, as agent of
=ment for the deduction and remittance of withholding tax.

IDEND EXEMPTED FROM WITHHOLDING TAX

dividend by a Nigerian Company that is satisfied by the issue of shares of
the company paying the dividend - bonus shares.

dividend paid out of income that is exempted from tax by any of the
provisions of Companics Income Tax Act (CITA) or by the virtue of the
fact that the company is still enjoying pioneer status'>*. '

LE ADDED TAX

Added Tax (VAT) 15 a different type of tax and i1t is charged and payable on
soply of all goods and services other than those cxempted and listed in
gule 1 of the Value Added Tax Act, Cap VI, LFN 2004"% VAT is a

sumption tax on all taxable goods and services pavable by any consumer

uwiing companies, firms, agencies and individuals'>*’. The consumer is liable

e tax exemption from this not aimed at agencies, companties or individuals but
2t the goods and services'™".

wiore all agencies of government. religious and other organizations and similar
pems that are normally exempted from income lax are expected to pay VAT on

Se= Section B2 Companies Income Tax Act, 2004 as amended in 2007
Seemola AB., Nigerfan Tax Prudence (2nd ed, Elsie Publishers, Akure 2002) p. 198
e Section 2 of VATA 2004
Wcsirazaq M.T. Revenue Law and Praciice in Nigerfa p. 273 and Sanni Abiola, *Tax Reform
o =pital Market — A Weleome Development” {Paper presented at a Seminar organized by the
se=te Board of Internal Revenue, Abeokuta) 2007 p. 18
=== Information Circular No 9903 of 1st July 1999
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e goods and services consumed by them except where the goods and services are
secifically cxempted by law’>*.

SOW TO IMPOSE VALUE ADDED TAX AT THE PRIMARY MARKET
A1 the primary market VAT is imposed as follows:

Every consumer pays VAT on services rendered to it at the primary market.
As consumers of services-rendered by both the issuing Houses and other
partics to the issue, the 1ssuing companies are liable to the payment of VAT
for the services rendered. The issuing Houses and other parties to the 1ssue
should charee VAT at 5% on their invoices for services rendered. Since the
issuing Houses handle the transactions connected with new and right issues,
they are to act as agents for the collection and remission df VAT to FIRS;

,  As a pre-requisite for listing new securities by Nigerian Stock Exchange
(NSE). the evidence of settlement of WHT and VAT on the new and right
issues must be attached. The listing fees are themselves liable to WHT and
VAT, and

4} Before an operator’s licence is renewed by the regulatory authority,
evidence of WHT and VAT on issues handled in the previous year must be
produced’ ",

HOW TO IMPOSE VAT AT THE SECONDARY MARKET

VAT is imposed on the secondary market in both purchase and sale transactions
and the consumer of the services rendered is the investor. It is, therefore, the
‘nvestor that suffers the incidence of this tax. The VAT on these transactions (sale
and purchase) should be paid over 1o FIRS'*!.

538 Thid {See further Value Added Tax {Exemption of C pmmission on Stock Exchange
Transactions) Order 2014 issued on 30th July 2014 by the then Finance Minister Dr. Ngozi
Okonjo- Iweala to amend the "Service Exempt” from Value added Tax (VAT) to include
~ommissions on transactions in the Nigeria Capital Market, The Exemption Order is effective
Som 25 July 2014 and it is applicable for a period of 3 years from commencement.

1550 | bid

1551 Ibid
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OE OF COLLECTION OF VAT
mode of collection of VAT in the Nigerian capital market are:- B
The rate of VAT is 5%;

Payment of VAT should be made in bank draft and payable to “the Federal
Government of Nigeria —FIRS- VAT Account’; and L

Payment should be accompanied by the VAT form 022. The policy of ] s |
Government imposes on the Issuing Houses the role of agent of government :
= for the collection and remittance of VAT in respect of their own respective g
transactions which ordinarily should have been paid over to the operator :
who charged the VAT on his invoice™2, .

CHARGE OF DOUBLE TAXATION AND CAPITAL MARKET
RATION IN NIGERIA

S as operation of capital market 15 concermned, double taxation referred to tax
s levied on the income of the company in its hands (in its corporate name) and
wafter the dividends and other distributions made to shareholders out of the
£== are again subjected to tax in the sharebolders hands as their personal income.
B = the situation where the taxation of the income of companies is based on the ;

13353

wcal theory of taxation' ™. s

]

sperators in the Nigerian capital market have been complaining of double
@ton and multiplicity of fees and strictly speaking, the description above does
smount to double taxation. Double taxation is a well-established concept in the R
ational taxation. Double taxation at the intra national level occurs where the €
% mcome or piece of property is subject to tax twice or more in the hands of the
maxpayer by the same tax authority. Therefore, since a company is a distinet
¢ separate person from its sharcholders, the taxation of income of a company

ez Paragraph 4 of the FIRS Information Circular No. 9502 of 2%th February 1993
Semni Abiola, “Tax Reform in the Capital Market — A Welcome Development® (Paper
semted a1 a Seminar organized by the Ogun State Board of Internal Revenue, Abeokuta) 2007
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ssmnot be said to be the same with taxation of the income of the shareholders. The

“assical theory of taxation of companies views company's income tax as part of
% price paid for the privileges of incorporation. An investor who desires to avoid

seang companies income tax has a choice of carrying on business either as a sole
weorietor or partnership! ™,

e imputation theory however though taxes the profits of a company in its hand
e allows, on distribution, a portion of the companies income tax already paid to
o= mmputed to the income tax liability of the shareholders'™. In this circumstance,
« sareholder will be given credit for the tax already deducted under the companies
wme tax. The imputation system is well —~grounded in the European Union'*%.

ew of the advantage of the imputation model. it may be worthwhile for the
rators in the capital market to advocate for the imputation mode! instead of
wing for direct elimination of taxation of company or dividends. But there is the

< 10 be careful of its implications on the earnin g of the government(s) and inter-
emment fiscal relations' 7.

CTS OF THE ECONOMIC RECESSION ON THE TAXATION OF
E NIGERTAN CAPITAL MARKET

zlobal financial meltdown is a topical issue because it seems to have affected

= countrics ail over the world. It has various implications for both the
sioped and developing economies. In the case of the developing countries of
=3 Nigeria is one, the implications are noticeable in the areas of crash in shares
=, dwindling government revenues, massive reduction in capital
Wwed by Divestment (FDI, Portfolio, ODA. remittances etc) leading
P e Nigerian Stock Market. The demand pressure on the forex m

inflows,
io a crash
arket arising
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Sivestment and repatriation of capital and dividends by foreign investors
wfied in the face of falling revenue'™.
—<ulted in the de-accumulation of foreign reserves and pressures on exchange
“ence naira depreciation. Greater forex outflows also mean liquidity mop-up
sehiness of liguidity in the financial system, combined with greatly reduced
f monetization of forex inflows from oil salcs. All this would lead to higher
w—ment borrowing which would reduce credit to the private sector’>-".
slobal economic recession has such to do with the crash of stock/share prices
& various stock exchange markets of countries including Nigeria. The problem
#at once the companies publicly declare the state of their insolvency and the
losses expericnced by them, the investors' confidence was eroded. The result
3 stampede where both the small and large investors wanted 1o offload their
« in the market. In line with the principle of demand and supply, as more shares
_#oaded into the market, the prices dropped as far as investors showed interest
svesting' ™. This will eventually have serious effect on the tax that is levied on
come of the companies and the dividends and other distributions made to
—holders out of the profits of companies.

« :mportant to note that the economic recession has greatly affected investment
<lity as in taxation of capital gains, taxation of stamp duties, withholding tax
shares as well as value added tax. The reason is not far-fetched, the unstable

Bendity in the market has resulted in a serious effect concerning revenue
wesation of the government of Nigeria.

FONCLUSION

" paper has made a chronicle of Taxation of Capital Market in Nigeria. Itis found
. waxation of capital market in Nigeria involves different categories of tax which

W The Stockwatch Nigeria May 18 2009, p. 31

- i

e G Nwokah et al., "Global Financial Melt Down and Implications for Marketing in Migeria’
Wl of Money. Investment and Banking-lssue 11 2004 , See

b www eurojoumals. Com/IMTB. hism>accessed on 15 November 2011
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2 income tax on dividends usually paid to owners or shareholders in a

¥ and taxation of dividends by a Nigerian company to a foreign company
pe-versa.

seper proceeds to capture the arguments for and against the reintroduction of
2! Gains Tax with emphasis on shares in the Nigerian Capital Market. But it
mserved that there is need for the government to reintroduce capital gains tax in
Nigerian Stock Market in tandem with prevailing international tax practice!ss!,
“apital Gains Tax Act must continue to be reviewed to meet the imperatives
ssenomic realitics. CGT should include gains on stock and shares, right issue,
shares, stock options and splits. There should be a mechanism to ensure
smiability on the CGT collected through stock market operations to improve
capital market infrastructures and provide welfare services for Nigerians.

Beuzh Stamp Duties in Nigeria is a federal tax, administration is shared between
federal and the state governments. In Nigeria. a shareholder’s equity in a
spany is evidenced by share certificate but an electronic depository known as
=l Securities Clearing System (CSCS) has presently been introduced which
scen able to solve the difficulties associated with the transfer of shares.

sholding tax on dividends was also looked into and it is observed that though it
mtees regular flow of revenue to the government but in most cases. deductions
S are not remitted to the Inland Revenue Service. The withholding tax from the
wends payable to individuals is supposed to be remitted to the State Board of
< Revenue (SBIR) where the investor is resident. There is difficulty for the
to audit the accounts of each company to ensure that appropriate tax has been
@5cld and remitted in respect of individuals who are resident in each state.

Sdevemi 5.B. and Babington Ashaye M.T., *Re: Introduction of C apital Gains in the Nigerian
sl Market” See <http://www_secure.irs-ogun.org/downlord /C > accessed on 2! November
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iare. there is the need to ensure cooperation between the FIRS and the 5BIR

~ing that this requirement is faithfully implemented' .

% 25 Valuc Added Tax is concerned, the burden of VAT being a consumption
% sorme by the consumers of various services that make the capital market
\on who invariably are the users of funds (companies and government).

1

ing the charge of Double Taxation and Capital Market Operation in Nigeria,

~any is viewed as a distinct and separate person from its sharcholders, the
on of income of a company cannot be said to be the same with taxation of the
. of the shareholders. The rationale behind this is that the classical theory of _
weon of companics views company s Income tax as part of the price paid for the
wleges of incorporation. An investor who desires to avoid paymng companies
= tax has a choice of carrying on business either as a sole proprietor or
—ership!®*. Therefore the above description does not amount o double taxation

\s S as the capital market is concerned.

e ziobal financial meitdown has various implications for both the developed and
| i cloping cconomies but the impact is greatly felt in the developing economy of
winch Nigeria is one. This is noticeable in areas of crash in share prices, dwindling
s crnment revenue, massive reduction in capital inflows followed by divestment
wsding to a crash of the Nigerian Capital Market. The problem is that once the
ww=oanies publicly declare the state of their insolvency and the huge losses
sserienced by them, the investors' confidence was eroded. This will lead to

—+—nede where both the smali and large investors wanted to offload their shares in

o

% market. As more shares are offloaded into the market, the price:

%« will have serious effect on the tax that is levied on the income of the companies
¢ the dividends and other distributions made to shareholders out of the profits of
——anies. The recession has greatly affected taxation of capital gains, stamp

T

L5, withholding tax on shares as well as value added tax. Of course the unstable

%= Sanni Abiola, *Tax Reform in the Capital Market — A Welcome Development” (Paper
wesented at a Seminar organized by the Ogun State Board of Internal Revenue, Abeokuta) 2007 p.

S Thid. p. 17
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in the market has resulted in a senous effect concerning revenue

qon of the government of Nigeria.

of the measures to stabilize the Nigerian Stock Market;

The Central Bank of Nigeria should continu¢ to monitor the level of
liquidity in the system so as (0 maintain a reasonable balance of cash
flow in the economic system. The Securities and Exchange Commission
(SEC) has responded to the crisis by the introduction of market makers
to boost liquidity in the Nigenan Capital Market'.
There is need for education of shareholders (investors) in Nigeria to
appreciate the price movements. It cannot be onc way positive,
sometimes prices could drop with the tendency 1o move up later.
Government through the FIRS should not contemplate any tax increase
during the crises period. The country should rather put in place the
enabling environment that could enhance the productive capacities of

the various companies and individuals.

Lending rate to investors should be reduced to encourage INVestments

in sensitive developmental projects.
Government should develop mechanism that will support sensitive

companies that could face financial crisis as in the case with some

developed countries™*,

v, it can be observed that tax issues on capital market operation m Nigeria are
ralevant to the FIRS than SBIR.

G. Nwokah et al., *Global Financial Meltdown and Implications for Marketing in Nigera’
wmal of Money, Investment and Banking - Issue 1 2009 see

www_eurojournals.com/JM T him= accessed on 15 November 2011
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