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Abstract

In recent years, tax audits and investigations have been a prevalent topic of discussion in Nigeria.
The increase in government operating costs, coupled with the government's desire to address the
infrastructure deficit and the social needs of its citizens, has left various governments with little
choice but to develop measures to boost their revenue base. The Theory of Reasoned Action
(TRA) and Benefits Theory of Taxation serves as the theoretical backbone. The descriptive
survey design method was used in this research work. The population consist of 9800 staffs at
the Federal Inland Revenue Service. Taro Yamane formula was adopted to arrive at 384 sample
size. The simple random sampling technique was use to distribute a well-structured onnaire
to the respondents. The data was analysed using descriptive and influenti %t&istics. The
findings revealed that tax auditors’ proficiency, integrity and competence; d audit, field

tax audit and back duty tax correlates with revenue generation in Nigeria »375, 0.261, 0.331
and 0.202 which are positive all correlations. This means that tax auditars’ pfoficiency, integrity,
desk tax audit, field tax audit and back duty tax influences revenue %ﬁon in Nigeria and the
relationships was statistically significant at the p= .001 level (E=19.738, P<0.05). The study
concludes that Tax is an important source of government reve s such, the government must
adopt strategies that will promote a sustainable level of td enue and avoid leakages that will
defer government developmental projects. It is theref mended that the Tax audit should
be carried out on a routine basis to serve as a che@ a preventive tool for tax evasion and
revenue generation
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Word Count: 269 (b‘%'
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Chapter One
Introduction

1.1 Background to the Study

Governments in today global environment incur enormous public expenditures to provide basic
utilities and other social services for their citizens, which are the primary responsibiki&s of an

N

elected public official. To accomplish these responsibilities, governments r%v;% enormous
resources. Taxes are the most reliable and vital source of govern xe e, providing
significantly more than any other source!. Consequently, tax is a ma@fyf levy imposed by the
government on the income, profit, or wealth of an individual, f@%\community, corporation, or

unincorporated body, etc., for the aim of supporting pu %penditures centered on providin
? p g

social amenities for her residents. It is a techniqu d by the government to produce the

revenue necessary to provide the state's fun@dl ervices and infrastructures.

Tax revenue can also be defined as a tool in the hands of governments in both developed
and developing nations for gemg funds/revenues to finance public expenditure and to

stabilize the national ecc@, s well as for influencing expenditure patterns, redistributing

income and wealthga\‘ citizens, and reflecting other social and political objectives?. Similar
to many oth ies, the Nigerian Government (Federal, State, and municipal) is responsible
for tax istration, revenue collection, and allocation for the country's development program

across all’levels of government®. Consequently, it is the responsibility of the government at all
levels to impose a tax on the salary, income, profit, or wealth of an individual, family,
community, partnership, corporate or non-corporate body, etc., in order to generate sufficient
revenue for financing public expenditures. As defined in the literature, taxation is the inherent

capacity of the government, exerted through legislation, to impose financial burdens (tax and



levy) on its subjects within its jurisdiction in order to generate income for the performance of

government functions?,

The history of taxation in Nigeria may be traced to the northern half of the country, where a
somewhat systematic type of taxation existed in the early years due to the Emirs' more organized
style of administration, in contrast to the rest of the country?. Govemmem@ their
expenditures through taxation by levying fees on individuals and corporatjo Vernments
employ taxation to encourage or prohibit particular economic choicesé.‘%instance reducing
taxable personal (or household) income by the amount of 1nterest-p@§n"home mortgage loans
increases construction activity and creates additional jobs. Th%g%mment's Revenue Policy is

predicated on discouraging tax evasion and maxi @@Qp& law compliance, as taxes is the

primary source of government revenue’. %

N

Taxation provides governments with the Qa)\mal resources necessary to invest in growth,
alleviate poverty, and provide publi rvices®. It offers an antidote to aid dependence in
developing nations and providN budgetary independence and sustainability required to
achieve economic pro re& erous developing nations have made significant progress, but
insufficient capacitKgption, and the absence of a reciprocal link between taxation and public
and social e@%res remain obstacles®. In terms of economic analysis, government taxation is
a wit from the economy, whereas government spending is an injection. Consequently,
the government's net position in terms of taxation and expenditures, as well as its public sector
borrowing policies, impact the level of economic activity within the Nigerian private and public
sectors’. Therefore, in order for the Nigerian government to achieve the desired level of

economic growth and development, it must shift its focus from crude oil revenue to improved

methods of generating revenue through taxes!'?.



Therefore, the predetermined purpose of tax audits is to limit tax evasion on the one hand and
maximize the government's revenue base as a result of tax payer compliance with tax law
provisions on the other'!. In this way, compliance with the results of tax audits would not only
contribute to the Internally Generated Revenue (IGR) of the Federal Republic of Nigeria, but
will also enable the government to provide tax payers with the necessary basic ameniti?sblz.

The purpose of tax audits is to check that taxpayers have computed thei@&}'ability in
compliance with the applicable tax rules and regulations. The audit proé%c}( a revenue body
serves a variety of crucial functions that, when carried out correet@y’higniﬁcanﬂy improve
the management of the tax system. A tax audit is an investiga@&to the history of tax returns
made to a tax agency by an individual or business'4. V;@\u:nong individuals who believe their
tax paperwork are in perfect order, the prospect of.a tax/audit typically induces apprehension. It
is true that a tax audit may be prompted by {e.-)%‘}ﬂi on of an error in one or more returns, but it
is also true that an audit may be cond%@s part of a random sampling. Most governments in
the globe have an organization d&e&ith supervising the tax collecting process from persons

and businesses residing withifishelr jurisdiction®.

N
Similarly, tax audig{dgpixocess or series of processes carried out by a tax auditor to determine a
taxpayer's c@ liabilities for a specific accounting or tax period, by examining a taxpayer's
organi rocedures and financial records to assess compliance with tax laws and verifying
the true, fair, reliable, and accuracy of tax returns, and financial statements'>. A tax audit is a
financial audit that entails the collection and analysis of taxpayer information to determine their
level of compliance with local tax laws'®. A tax audit is an assessment of an individual's or
organization's tax return by the relevant tax authorities to determine conformity with state tax

rules and regulations. The Internal Revenue Service conducts a tax audit to certify that the

3



taxpayer's tax returns are appropriate, adequate, and accurate. The formulation of an efficient tax
audit policy can impact the production/revenue-generation decisions of enterprises and the

government, respectively'>.

In Nigeria, tax investigation is carried out by the Federal Inland Revenue Service (FIRS) to
ensure compliance with tax regulations and to uncover tax evasion or fraud. ‘T@process
involves scrutinizing the financial records and transactions of individuals or busi ’&es to verify
the accuracy of tax returns and payments. The FIRS can initiate an in‘\%gation if there are
discrepancies or underreporting in tax filings, or based on tips a'b<)\1{d otential evasion. These
investigations are not public and are conducted with a high %ﬂ%of confidentiality. They can
range from simple queries about a tax return to co ;:@ 1ve audits of financial records. If
irregularities are found, the taxpayer may need to p y@due taxes with interest and penalties. In

cases of significant evasion or fraud, 16@;\}1 can be pursued. Taxpayers in Nigeria

undergoing investigation often seek the@tance of tax professionals for guidance and to ensure

proper representation during the &%
S
1.2 Statement of the @e

Taxes are Vie§ed®a revenue source for economic growth and expansion. Revenues derived

from taxes 8 ther sources are crucial to the present economic growth agenda'®. One of the
obj ecti@f a tax audit and investigation is to have the taxpayer comply with the findings of the
tax audit investigation and also to encourage future compliance with tax law provisions.
Government's Revenue Policy focuses on deterring evasion and maximising tax law compliance.
Therefore, the terms have become synonymous with government initiatives to raise Revenue. In

recent years, tax audits and investigations have been a prevalent topic of discussion in Nigeria.



Clearly, a properly designed and administered taxation system is very important in generating
revenue and increasing the tax base to the government of developed, developing, and transitional
economies!®. The national economy suffered substantial setbacks as a result of its over reliance
on oil revenues, which led to a precipitous decrease in crude oil prices on the global market. As a
result of a decline in the distributable revenues accrued to the federation accounts, taxation is

now viewed as a crucial and best alternative source of income to supplement wha%@ ach state
receives from the central government purse to finance their project. E‘\QO

State governments must generate appropriate and more revenue fror@mal sources in order to
fulfil their constitutional responsibilities; this has become a ma&d:&%\urgency and vital necessity.
This requirement demonstrates the eagerness of sta%%emments and even the federal
government official to seek out both old and new re@ sources, or to become more aggressive
and inventive in the collection of revenue ér%&i ing sources. Upon reaching this objective,
the government will be able to expand scope of tax coverage and ensure the continued
compliance of taxpayers through@e laws, such as tax audits and investigations. To the best
of the researchers' knowledges.therextent of the impact of the tax audit and investigations and tax
revenue generation i@g’%} understood and has likely not been felt across the state of the
federation due toé@ lack of literature addressing the impact on the state government, most
=

notably Oy

on the@venue generation in Oyo State.

. This study therefore tend to examine the effect of tax audit and investigation

1.3  Aim and Objectives of the Study

The main objective of this study is to assess the effect of tax audit and investigations on tax
revenue generation in Ibadan, Oyo State Nigeria. Hence, the specific objectives of the study are

to:



ii.

iii.

analyze the effect of desk tax audit and investigations on tax revenue generation in
Nigeria
access the effect of field tax audit and investigations on tax revenue generation in Nigeria

evaluate the effect of back duty tax audit and investigations on tax revenue generation in

Nigeria
14 Research Questions %’&
The study will be guided by the following research questions S
i.  How does desk tax and investigations have effect on ta)ﬁ%ue generation in Oyo State?
ii.  What is the effect of field tax and investigations c@evenue generation in Oyo State?
iii.  To what extent is the effect of Back Duty t dit and investigations on tax revenue
generation in Nigeria? 0
1.5

Hypotheses
Q)‘b

Hyl: There is no signiﬁcan%la\tionship between Desk tax audit and investigations on tax

revenue generation i @e

Ho2: There is @gmﬁcant relationship between Field tax audit and investigations on tax

reven%@atlon in Oyo State.

Hy3: There is no significant relationship between Back Duty tax audit and investigations on tax

revenue generation in Oyo State



1.6 Significance of the Study

The study presents evidence on the contributions of the tax audit and investigation unit in
promoting voluntary tax compliance and emphasises the significance of timely audits to
taxpayers for the quick collection of government revenues. The findings of this study will be
used to enhance the tax audit unit and investigations in order to raise tax revenu ection,

promote voluntary tax compliance, reduce tax evasion, and consequently .10%&6 expenses

associated with tax revenue collection. ‘@

In addition, the study's findings are significant for policymakin .&“design of regulations
that administer earlier audits; this will help the governme%gel ect taxes on time and reduce
penalties and interest on taxes that will be uncolleg@%}addition, the study will be used by
other students to develop their understanding Kﬁ%study of tax audit and inquiry assessment

N

concerns, particularly while pursuing fu eQuﬂles.

The purpose of this study wa%gdetermine the distinctions between tax audit and tax
investigation. Describe the lels between tax audit and tax investigation. Serve as a point of
reference for tax pro ess%aig (tax practitioners and tax administrators), accountants, auditors,

forensic acco ti@«practitioners, and lecturers of higher education institutions; and suggest

improved r&th s for conducting tax audits and tax investigations in order to increase revenue.

Due to i;s broad relevance, the topic will be of tremendous interest to the government, tax
administrators, taxpaying public, and students alike. The study will contribute to knowledge and

act as a point of reference for future investigations.



1.7 Scope of the Study

The scope of this study focused on the effect of tax audit and investigations on tax revenue
generation in Ibadan, Oyo State Nigeria. The study was coordinated in Ibadan, Oyo State, and
three hundred and eighty four (384) participants was selected at random from the 9800 staff of
the Federal Inland Revenue Service, the respondents include top, middle, and lower-level public

° (b
sector management personnel. \
&

1.8  Limitation of the Study ‘@

[ ) “
There are caveats to this study that need to be recognized in o@open opportunities for

additional research. This study is focused on Tax Aydi{& Investigation and Revenue
Generation in Oyo State. Therefore, findings of this paramount to the location specified
and therefore inappropriate for regional assesg@The data sourcing also has some limitation,
the research ensured that data gathered erQB’g}opriate to variables examined in this study and
were sourced from Federal Inland Re Service, while there are other government agencies

that relate with revenue generation yo state posing a limitation on the research.

“
1.9  Operational ]@@% of Terms

Audit: Due to @iependence and objectivity, auditing can be characterised as an activity that

gives %@d rs and other stakeholders of a company confidence in the financial statements.

Back Duty Audit: It is an exercise by the relevant tax authority to ensure that the amount due to

the government is duly collected.



Desk or Office Audit: This type of audit is conducted on the premises of the tax authorities. The
tax authority makes requests for pertinent documents, and the auditor does all reviews in his or

her office.

Field Audit: When further documents are required to complete the tax payer's examination, desk
audits frequently escalate to field audits. This means that field audit is more ¢ ex and

X

extensive than office audit because it extends beyond the auditor's office. QO

03

Forensic Audit: A forensic audit is a review and analysis of a %lp y's or individual's
ic audits encompass a

L ]
financial records to extract admissible evidence for use in cour@é

broad range of investigative procedures. . Q@

Registration Audit: This kind of examination is ut@to trap people and businesses in the tax
net. It requires obtaining business info .igg\'fr m the Nigeria Custom Service and the
Corporate Affairs Commission (CAC) aswell as proof of the taxpayers' identities (NCS).

Revenue Generation: Revenueég)qrﬁting is one of the most important activities a firm can
undertake. It is the procesQr 1?gh which a business determines how to market and sell its
products or service§\td n revenue. Government revenue is money received by the government.
It is the am@f money an organisation really receives within a certain period. The
gove income comes from sources such as fees assessed on the earnings and flourishing
development of individuals and organisations, as well as on their properties and offices, fares and
imports, non-assessable sources such as government-claimed organisations' benefits, national

bank salary, and capital receipts as outside credits and obligations from international monetary

foundations.



Tax Audit: The major purpose of a tax audit is to preserve confidence in the self-assessment
system as a method for assuring conformity with tax rules. It improves voluntary compliance by

identifying and prosecuting those who do not pay the exact tax amount.

Tax Avoidance: Tax avoidance is generally considered as a way of identifying the loopholes in

the law and then taking advantage of such loopholes to reduce tax. ° (b,

Tax Evasion: Tax evasion is a deliberate act on the part of a tax payer to féd@@m liability or

not to pay tax due.
. "
X

Tax Investigation: A tax investigation is a more severe enfo@%t measure employed by tax

authorities to guarantee taxpayer compliance with tax .@Qk‘l ax Investigation is an intensive

investigation conducted by a tax body to recover underpayments from prior years of
assessment. Cj\\o
Tax: In its most basic form, it is a posed by the government for the public good. This

study, however, defines tax as Nligatory levy imposed by the government on qualifying

"
persons, products, or activiﬁ% specific goals that may be specified or implied in the national

N
QQ%Q

interest.
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Chapter Two
Literature Review
Different authors, analysts, researchers, and academics presented literature relevant to the study
in this chapter. It examined how each of these elements contributed, positively or negatively, to
the collection of tax revenues in Nigeria. Presented were abstracts of the studied literature about

tax audits and investigations and their effects. The literature review included a the&&t\&‘ review

that discussed the theories generated for the study, an empirical literature r;.i%t provides an

overview of the literature from previous studies, findings and recommendations, and a research

'3

gap to be filled in the literature review.

N
\
&

S
2.1.1 Tax Revenue
S

Public agencies (Federal, State, and Loc%a er revenue from individuals and organisations in

2.1 Conceptual Review

order to pay expenditure'. It ig a (gue that the government needs to support its rising
expenditures. The governme@p\oses a tax on the income and profits of people and businesses,
respectively, to gene@@pvenuez. For modern governments, taxes are the main source of
income, makin % or more of their overall income on average®. This indicates that taxes
are an obligat evy placed by the government, through its agents, on its subjects' income,
consu@% and capital®. These taxes are imposed on personal income, such as wages,
corporate profits, dividends, interest, and discounts. It is also imposed on corporate profits,
petroleum profits, capital gains, and capital transfers*. The government imposes a tax on its

subjects or their property in order to ensure security?.

13



2.1.2 Concept of Auditing

An audit is "an examination, typically by an independent person, of the accounting books,
records, documents, etc., from which a financial statement has been prepared and/or an
examination and verification of a company's financial and accounting records and supporting
documents by an independent party, following which an opinion is rendered ore tate of

S

affairs of such books and records™. An audit must adhere to generally reqog@y accounting
\%

N

standards defined by regulating accounting organizations’. These standar ide assurance to
third parties or external users that they can depend on the auditor's-@'\regarding the fairness
of financial statements or other matters on which the auditc@ides an opinion. The audit

merely offers a reasonable level of assurance that the@@go significant flaws in the financial

statements®.
2

Management has control over their org igiph's accounting system and thus the authority to
determine how information is displ@nn the financial reports. This ranges from increased
returns to increased benefits, resm)g in a confidence crisis. Therefore, investors and creditors
require assurance that ﬁ@;ounts are presented accurately. In order to instill confidence

in the financial aoQd , the audit process provides independent and professional assurance

through the a%& opinion8 regarding the true and fair view of the reports.

Q

By con ng an audit, the auditor raises the utility and value of the financial statements and the
credibility of other non-audited information given by management’. Auditing, on the other hand,
is the independent study of financial information of any entity, whether for profit or not,

regardless of its size or legal form, with the intent of providing an opinion thereon!®.

14



2.1.3 Tax Audit

Taxes are viewed as a revenue source for economic growth and expansion. Revenues derived
from taxes and other sources are crucial to the present economic growth agenda!!. They provide
a reliable revenue stream to finance development priorities, such as improving physical
infrastructure, and are intertwined with various other policy areas, ranging® ff@ good
governance and formalising the economy to stimulating growth!2. The Nigqrian’)&system has

O

failed in the administration of taxes. Administration of personal and co income taxes in

Nigeria does not meet the necessary standard!. . @"

A tax audit is an assessment of a person's or organizatj@giax return by the relevant tax

authorities to determine conformity with state's apg@ tax laws and regulations'*. In a tax

audit, the Internal Revenue Service also attempts&uthenticate the figures you reported on your

tax return'®. In other terms, a tax audit i ggiamination of a taxpayer's company records and

financial affairs to ensure the amo tax declared and paid complies with tax laws and

regulations'4. Tax audit in N%Mcompasses a variety of industries. It simply refers to the
*

component of advanced a@

to see if the assessable“profit reported is accurate'®. Similar to a financial audit, a tax audit entails

practise that entails examining the tax payer's books of account

the collectiof%@malysis of data to determine a company's level of compliance with local tax
regula Q‘he auditor must structure his work so that the assignment is accomplished
completely and effectively for an audit to be successful'>. Moreover, a competent tax auditor or
investigator must possess solid accounting and taxation knowledge, be adept at reading tax laws,
be tactical and demonstrate high intelligence in implementing tax laws, and have a thorough
understanding of investigation techniques'>. In addition to technical talents, he must be observant,

have an open mind, and have excellent communication skills. These are personal requirements
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for any tax auditor or investigator to successfully complete tax audit assignments'?. As is
common knowledge, a tax is a fee imposed by the government on property, individuals, or
organisations in order to raise funds for public purposes'é. An audit, on the other hand, is the
examination of the records underlying a financial statement that enables the auditors to report

authoritatively on whether, in their judgement, the statement provides a true and fair

representation'’. &b

In addition, audit is the inspection of accounting papers and supporting‘@nentation in order
to form a judgement regarding their accuracy'®. It is an examinatio igied to provide a basis
for expressing a judgement on the fairness, consistency, and c%'ﬁi@ﬂty with generally accepted
accounting standards of a statement prepared by a bu inﬁ@@ other entity for submission to the
public or other interested parties!. Therefore, ta Qs serve to ensure compliance with tax
rules. The major objective of tax audits is @%‘5 e public confidence in the self-assessment
system!8. It improves voluntary compli?ﬁi%by identifying and prosecuting those who do not pay
the exact tax amount. A fundaméc{l%ﬁet of the tax audit programme is that each line of grade
or business should receive 3@[’3 minimal degree of audit attention'?. The selection of auditing

periods is a manageri@e ased on varying criteria.

Lagos state gq%ﬁgsed the concept of tax audits by appointing monitoring agents to conduct tax
audits government's behalf'?. These monitoring agents are primarily Certified Public
Accountants tasked with conducting tax audits on PAYE'4. The duty of these monitoring agents,
however, was assumed by tax consultants in 1996, who operate differently than monitoring
agents'®. It has become common for state governments to conduct tax audits to ensure that the
exact taxes owed to the government have been deducted and deposited into the government

account. This exercise has been credited with positive outcomes, including: making taxpayers

16



familiar with applicable tax rules; increasing the rate at which taxpayers comply with tax laws;
enhancing Nigeria's tax practise; and increasing government revenue'4. According to some
scholars, the following are reasons for tax audits: To assist the government in collecting the
appropriate tax revenue necessary for budgeting, maintaining economic and financial order and
stability, to ensure that tax payers submit satisfactory tax returns, to minimise tax avoidance and
tax evasion, to increase the level of voluntary compliance by tax payers, t@&re strict
compliance with tax laws by tax payers, and to ensure that tax payers pay th .'?%Ohare of taxes.
It will allow the government to monitor and enforce taxpayer complj%:g\ with tax regulations,

hence increasing tax money collected from taxpayers'4. @

As one of the functions of auditing is to uncover erro .ﬁ frauds, the RRA's tax audit and
investigation aims to prevent the financial loss ca Q tax evasion, fraud, and corruption'3. If
taxpayers commit fraud, auditing techniqu{.vbﬁﬁn ble the RRA to identify those who evaded
paying tax and pay the revenue owed %‘Qenalties and fines'3. The objective of auditing is to
identify, examine, verify, and r@{% various areas of a company. Consequently, one of the
primary characteristics of a ifis its diagnostic nature'3. A scholar identified a priority list of
tax audit mission obj@ ich includes the following: to establish a viable and effective tax
administration4o @?with a constantly changing economy; to put strategies in place to resolve
tax dispute@et een the liable tax payers and tax authority; to keep a powerful system in place
to dea@: tax avoidance methods that are available to various organisations, but susceptible to
tax abuse; and to bring delinquent tax payers into compliance. Due to tax evasion and other

forms of non-compliance known as the "tax gap", tax agencies often lose a certain proportion of

overall revenues today!'2.
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The major objective of a revenue body's compliance activity is to increase overall compliance
with its tax rules and, in doing so, to inspire community trust in the tax system and its
administration'®. Instances of noncompliance with the law are unavoidable, whether owing to
ignorance, carelessness, irresponsibility, or willful evasion on the part of taxpayers or
administration flaws'®. Insofar as such failures occur, governments and, by extension, the
communities they serve, are deprived of the tax funds necessary to deliver sewic@o\zbltizenslg.
At a time when tax evasion strategies have become more sophisticated, ta .Qg@es have been
confronted with a cascade of funding and staffing constraints, constantly changing tax
. 4%'»
regulations, and stricter privacy requirements'?. As a result of th \essures, many tax agencies
continue to rely on audits of taxpayers' business records m}d\kﬁ%ﬂcial affairs to ensure taxpayers
have computed their tax liability in accordance with c§nt tax laws and regulations, and this

implies a growth in tax revenues; otherwisg\){‘% agencies risk losing significant revenue

opportunities'>. When tax audits are pro‘%géonducted and taxpayers are aware that their tax

returns will be evaluated quicklg@bloroughly, voluntary compliance rates may increase,

0\

allowing tax agencies to save ﬁone and increase revenue collection by 20 percent. According to
some academics, a t@ d compliance system is a comprehensive, integrated solution

meant to boost tax \quditor productivity and tax revenues?!. In addition to the statutory audit, tax

officials fron‘l%gevant tax authorities conduct this audit.

Q
It sho@so be highlighted that the criteria for selecting cases for tax audit include recurrent
losses, nil tax returns, refund cases, non-submission of returns, low tax yield, suspicion of tax
avoidance, fraud, or evasion, transfer mispricing, and thin capitalization, among others'2,
According to the literature, tax audits are always prompted by suspicions of fraud, evasion, and

similar offences. The objective of a tax audit is to assess the level of fraud, willful default, or
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carelessness perpetrated by a tax payer and to gather proof in case the offender is prosecuted'®.
This suggests that the focus of a tax audit is on identifying undisclosed sources of income,
indicating gross noncompliance, or it may be evidence of underpayment and fraud'®. A tax audit
and investigation is a review of a taxpayer's company records to ensure compliance with law and
regulation in the amount of tax reported'4. This demonstrates that the objective of tax audits is to

ensure that taxpayers comply with tax laws and regulations in order to increase th%gxemment's
revenue pool'4, E‘\QO

It has been noticed that tax audits are an essential compliance{%’%iﬁ the majority of tax

jurisdictions worldwide, as they maximise the expected tax i@“@ to the government in both

Q

developed and developing nations'#?2, A tax audit is a: q@sment of a person's or organization's

tax return by the relevant tax authorities to det compliance with state tax rules and
regulations'*. Auditing taxes is crucial be@é‘i ssists the government in collecting taxes,
which are essential for budget funding @Jstaining economic and financial order and stability.
Tax audits make sure that taxpa&& accurate tax returns, track the amount of tax avoidance

and evasion, make sure that Yers rigorously follow the tax laws, boost the level of voluntary

compliance by taxpa@d nsure that the government is paid what it is owed'.

WV

A tax audit %Qew of a taxpayer's financial records and business documents to determine
whet les and regulations are being followed!?. In addition to the statutory audit, tax
officials from the relevant tax authorities conduct this audit. This is different from the statutory
audit required by the Companies and Allied Matters Act (CAMA) of 2020. It should also be
highlighted that the criteria for selecting cases for tax audit include recurring losses, nil tax
returns, refund cases, non-submission of returns, low tax yield, suspicion of tax avoidance, fraud,

or evasion, transfer mispricing, and thin capitalization, among others!2. In the majority of tax
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jurisdictions throughout the world, tax audits are a crucial compliance tool**. It has made a
significant contribution to promoting awareness among stakeholders, bringing more taxpayers
into the tax net, strengthening the self-assessment tax system, increasing tax revenue generation,
and preventing various tax system abuses?*. The objective of a tax audit is to determine a true
and accurate representation of the business's tax records. The tax audit officer is responsible for
verifying the accuracy of the reported amount and the tax paid in line witk@ aws and
regulations®’. Obtaining voluntary conformity with tax laws and regulations X ?@Jring that the
Self-Assessment System achieves a higher tax compliance rate are t q%her objectives of tax
audits?®. &%‘\\‘
. QQ’

The purposes of a tax audit are to give tax auditors t}@&hty to confirm the following: The
taxpayer's tax computations submitted to the authority ‘a#¢ consistent with the underlying records,
and all applicable tax laws have been folev.v-)e‘é'A equate accounting books and records are
present for the purpose of determining %xpayer's taxable profits or losses and, consequently,
the tax payable. the provision &a)%ehicle for educating taxpayers about various tax law
responsibilities; Discourage ¢vasion; find and fix accounting and/or math problems in tax
filings; give (tax adfini$tratdrs) input on different legal requirements and suggest potential
adjustments; l@*ﬁ taxable person from neglecting to file tax returns, and prevent a taxable
person fro%‘%incomplete or inaccurate tax returns in support of the self-assessment scheme.
Identi@ses of tax fraud and propose their investigation'?. The extent and nature of auditing
procedures would depend on the sort of audit to be conducted, the underlying trigger, and the
desired outcomes. The Federal Inland Revenue Service (FIRS) conducts the following audits:

Audits of Registration, Advisory Audits, and Record-Keeping?’.
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2.1.3.1 Registration Audit

Taxes are seen as a source of revenue for economic expansion and growth. Taxes and other
revenue sources are vital to the current economic growth agenda'!. They provide a solid revenue
source to finance development priorities, such as developing physical infrastructure, and are
interwoven with a number of other policy areas, including good governance, fonKﬁ'@,ing the
economy, and promoting growth!2. Administration of taxes has failed under igerian tax
system. Nigeria's administration of individual and corporate income ta@es not match the
required standard'’. Examining a person's or organization's tax Té@b’if the appropriate tax
authorities to determine conformity with the state's tax rules %@gulatlons is known as a tax

audit.. During an audit, the Internal Revenue Serv1c® pts to confirm the accuracy of the

statistics you filed on your tax return. %

In order to ensure that the amount of tax_d ed and paid conforms with applicable rules and
regulations, a tax audit examines a ta@er s company records and financial affairs!#. In Nigeria,
tax audits encompass a variety OMnesses. It simply refers to the portion of advanced auditing
practise that involves an@n ?he tax payer's books of account to determine whether the
reported assessablq(rd@is accurate'*. A tax audit, like a financial audit, involves the collecting
and analysis‘% to evaluate a company's level of compliance with local tax legislation. For
an audd Q successful, the auditor must meticulously and efficiently arrange his work'>. In
addition, a professional tax auditor or investigator must have excellent accounting and taxation
knowledge, be skilled at interpreting tax laws, be tactical and display high intelligence in
executing tax laws, and have a comprehensive understanding of investigation techniques'>. In

addition to technical skills, he must be observant, have an open mind, and possess outstanding

communication abilities. These are personal needs for each tax auditor or investigator to
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accomplish tax audit duties successfully'?. As is generally understood, a tax is a levy imposed by
the government on property, individuals, or organisations in order to generate cash for public
purposes16. In contrast, an audit is the review of the records underlying a financial statement that
enables the auditors to make an authoritative report on whether, in their opinion, the statement
represents a true and fair representation!’. (b

In addition, audit is the examination of accounting documents and supporting pﬁ%ﬁ( in order
to evaluate their accuracy'“. It is an assessment aimed to give a basis for '\ting the fairness,

consistency, and conformity with generally accepted accountin{:%ﬂélards of a financial

statement issued by a corporation or other entity for submissi@%e public or other interested

Q

parties'*. Consequently, tax audits assure complianc%:@gx regulations. The primary purpose
-a

of tax audits is to maintain public faith in the se sment system!'8. It enhances voluntary
compliance by discovering and prosecut@ aders. A core premise of the tax audit
programme is that each line of grad{‘b' business must receive a minimum level of audit

attention'®. The choice of audi’ﬂ%geriods is a managerial decision based on a variety of

parameters. Lagos state po iSed tax audits by hiring monitoring agents to undertake tax

audits on behalf of th@n en'!2,

WV

The majori ese monitoring agents are Certified Public Accountants charged with
cond g{ audits on PAYE'. In 1996, however, the function of these monitoring agents was
assumed by tax consultants, who act differently from monitoring agents'>. It is now
commonplace for state governments to undertake tax audits to guarantee that the exact taxes
owed to the government have been deducted and remitted. This initiative has been attributed
with fourteen good outcomes, including familiarising taxpayers with applicable tax rules, raising

the proportion of taxpayers who comply with tax laws, boosting Nigeria's tax practise, and
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increasing government revenue. According to past researches, the following are the causes of tax
audits: To ensure that taxpayers submit accurate tax returns, to reduce tax evasion and avoidance,
to ensure that taxpayers strictly adhere to tax rules, to raise the degree of voluntary compliance
among taxpayers, and to ensure that taxpayers pay their fair share of taxes. The government will

be able to monitor and enforce taxpayer adherence to tax laws, resulting in increased tax

collection!*. &b

As one of the functions of auditing is to expose errors and frauds, th{cﬂ@&s tax audit and
investigation attempts to prevent monetary loss resulting fro@"evasion, fraud, and
corruption’®. If taxpayers commit fraud, auditing procedure@@%allow the RRA to identify
people who evaded paying taxes and collect the R:@%ﬂoney plus penalties and fines's.
Auditing's purpose is to identify, evaluate, Veri% regulate many aspects of a business.

Consequently, the diagnostic aspect of an a@'ﬁ

of its key characteristics!'.

According to a researcher, the followj x audit mission objectives are in order of importance:
to set up a workable and effici IM administration to handle a constantly shifting economy; to
put strategies in place to @%QX disputes between the tax authority and liable tax payers; to
keep a robust systhCvfylace to address tax avoidance strategies that are available to various
organisationsy Inerable to tax abuse; and to bring delinquent tax payers into compliance'?2.
Due t leion and other forms of noncompliance referred to as the "tax gap", tax agencies
frequently lose a portion of their total income in the present day. The primary goal of a revenue
body's compliance activity is to enhance overall compliance with its tax regulations and, in doing
so, to inspire community confidence in the tax system and its administration'. Noncompliance
with the law is inevitable, whether due to ignorance, carelessness, irresponsibility, or deliberate

avoidance by taxpayers or administration flaws'®. In the event of such failures, governments and,
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by extension, the communities they serve, are deprived of the essential tax funds to provide

services to citizens'®.

At a period when tax evasion methods have gotten increasingly complex, tax agencies have
faced a cascade of funding and staffing limits, continually changing tax legislation, and tougher
privacy requirements'2. As a result of these pressures, many tax agencies continuq{b,rely on
audits of taxpayers' business records and financial affairs to ensure that taxpaye %}calculated
their tax liability in accordance with current tax laws and regulations, whl%-nphes an increase
in tax revenues; otherwise, tax agencies risk losing significant reven@p’bﬂunities”. When tax
audits are handled effectively and taxpayers are aware that %&g%ax returns will be assessed

swiftly and completely, voluntary compliance rates %@lowing tax agency to save money

and boost revenue collection by 20%. %

Some scholars assert that a tax audit and pliance system is a comprehensive, integrated
solution designed to increase tax %@r efficiency and tax revenues?!. In addition to the
statutory audit, this audit is carriN by tax officers from the relevant tax authorities. It should
be emphasized that amo@h : things, repeated losses, nil tax returns, refund cases, non-
submission of retqu, w tax yield, suspicion of tax avoidance, fraud, or evasion, transfer
mispricing, a%hlgcapitalization are among the selection criteria for tax audits'?>. According to
the av iterature, tax audits are always initiated by accusations of fraud, tax evasion, and
other comparable offences. A tax audit is conducted to establish the level of fraud, deliberate
default, or negligence committed by a tax payer and to collect evidence for potential prosecution

of the perpetrato™*

. This argues that the primary objective of a tax audit is to identify unreported
sources of income, which indicates gross noncompliance or may be proof of underpayment and

fraud!4.
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A tax audit and investigation is a study of a taxpayer's company's records to ensure compliance
with law and regulation regarding the declared amount of tax'4. This illustrates that the purpose
of tax audits is to ensure taxpayer compliance with tax rules and regulations so as to generate
government revenue'4, It has been observed that tax audits are an essential compliance tool in the

majority of tax jurisdictions globally, as they maximise the government's anticipated tax revenue

in both developed and developing countries!+?2. Q’)&\

An examination of a person's or organization's tax return by the rele‘%'ax authorities to
determine conformity with state tax laws is known as a tax audit”t\ ﬁing taxes is essential
because it helps the government collect taxes, which are n@”@ry for budget funding and
maintaining economic and financial order and stabi 'tx@x audits ensure that taxpayers file
proper tax returns, organise the degree of tax avoid éﬂd tax evasion, ensure strict compliance
with tax laws by taxpayers, enhance the le\@éﬁl ntary compliance by taxpayers, and ensure
that the amount owing to the governme @paid in full'*, A tax audit is a review of the business
records and financial affairs of Jk&fer to ensure compliance with tax laws and regulations!'3.
This audit is conducted b Officers from the relevant tax authorities in addition to the
statutory audit. This differs’from the audit required by the Company and Allied Matters Act of
1990 (amende 236\110u1d also be noted that the selection criteria for tax audits include, among
others, rep%e osses, zero tax returns, refund cases, non-submission of returns, low tax yield,
suspic@f tax avoidance, fraud, or evasion, transfer mispricing, and thin capitalization'?. In the

majority of tax jurisdictions across the globe?*.

Tax audits are an essential compliance tool. It has contributed significantly to creating awareness
among stakeholders, enhancing the self-assessment tax system, increasing the number of

taxpayers subject to taxation, enhancing tax revenue generation, and avoiding various tax system
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abuses?®. The purpose of a tax audit is to verify whether a company's tax records are a truthful
and accurate reflection of its financial situation. The duty of the tax audit officer is to verify the
accuracy of the reported amount and the tax paid in accordance with tax laws and regulations®.
In order to ensure that the Self-Assessment System achieves a higher tax compliance rate, tax
audits also serve the secondary goal of obtaining voluntary conformity with tax laws and
regulations®®. The purpose of a tax audit is to allow tax auditors to confirm the fo&w\;bg: There
are enough accounting books and records to determine the taxable profit o . bs?@ the taxpayer
and, accordingly, the tax due; the tax computations provided to the alggri'gy by the taxpayer are
consistent with the underlying records; and all applicable tax re}@s\dns have been followed. a
means of educating taxpayers on diverse tax law require@ s discourage tax evasion; Detect
and repair accounting and/or mathematical problems\in tax returns; provide input to (tax

administrators) on various legal requiremeni é@?commend adjustments; discover tax fraud

S

s
incidents and suggest their inquiry; In %) of the self-assessment scheme, prevent taxable
persons from neglecting to file tax re%% and from filing incomplete or erroneous tax returns'2.
The scope and character of a dit}é)methods would depend on the audit type, the underlying

=

'\
trigger, and the targi:&

ves. The Federal Internal Revenue Service (FIRS) conducts
Audits of Registrat% visory Audits, and Record-Keeping Audits..
2.1.3.2 A@fisiry Audits

A visit to newly established businesses to explain their obligations about tax types, declaration
filing, payment of amounts due, record keeping, and the likelihood of audit if it is thought to be a
danger, as well as the potential penalties for noncompliance. Obtaining information from CAC
about newly registered companies and visiting their offices to notify them of their legal

requirements?s,
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2.1.3.3 Record Keeping Audits

A check on businesses with a reputation for not maintaining proper records. The visit would
emphasize the record keeping requirements outlined in Section 63 of the CITA. The computation

of penalties must adhere to CITA section 9228,
2.1.3.4 Desk or Office Audit é{b

This type of audit is conducted on the premises of the tax authorities. P%'x\a hority makes
requests for pertinent papers, and the auditor conducts the entire @m his or her office'.
Noting that no previous notification is provided to the tax paye@%\hat he is only notified when
he receives letters asking specific documents or K ionts. Literature affirmed that office

audits are cost-effective, allowing auditors to indep ntly establish tax payers' accurate tax

liability's. C_)@
Q>

2.1.3.5 Field Audit
P

When extra papers are requir tq,\complete the examination of a tax payerl15, a desk audit often
leads to a field audit. i@%ﬂs that field audit is more complex and extensive than office audit
because it extend&%\eyond the auditor's office. Field audits require the taxpayers to be well-
informed priorto the start of the audit. This sort of audit allows for the physical verification of
tax pe@laims in order to ensure their accuracy. Literature indicated that field audits would

increase the amount of tax payer compliance'>.

2.1.3.6 Back Duty Audit
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According to the literature, a back duty audit is carried out when there is a questionable capital
allowance claim for the prior or current year, when less tax is charged due to the falsification of
documents submitted by tax payers, when there is a reduction of profit in the returns filed at the
tax office, or when a return filed with the tax office fails to disclose or include in full any income
or earnings'>. It is an effort by the competent tax body to guarantee that the government receives

the money it is owed. This establishes the relevant tax authority as a Vitalé%icipant in

guaranteeing the total and accurate collection of government revenues'>. E‘\QO
2.1.3.7 Registration Audit . @’3

The purpose of this type of audit is to trap individuals and b@gésses into the tax net. It requires
documentation of the tax payers' identity and oth@iess information collected from the
Nigeria Customs Service and the Corporate A%Commission (CAC) (NCS). This initiative

will allow the tax authority to identify oggaﬂions and other taxable entities operating outside
e

the tax laws in order to register and a m'>.

N

For the tax inspector to cond%n\effective audit, the following conditions must be met. The tax

auditor must be famiQar) hyhis working environment. The tax inspector must be thoroughly

educated in the @wl, economic, social, cultural, and religious milieu of the taxpayer; this is a
'$

crucial reql&

he makes.)The tax officers must be motivated to conduct tax audits, as well as trained and

nt*. A thorough understanding of his surroundings will influence the decisions

experienced in their field. The tax inspector shall not be influenced by unscrupulous actions that
render the audit's purpose®®. The tax audit should be appropriately supervised by professionals,
and when new tax inspectors are dispatched to conduct the audit, they should be supervised by

more experienced tax inspectors to ensure that the proper procedures are followed'*. This will

29



allow the tax audit employees to become field specialists'*. Changes should be made to the
auditing process. The use of a computer should replace the manual procedure because it will
greatly facilitate the task and aid in the preservation of information over time. This will increase

the exercise's effectiveness.

2.1.4 Tax Investigation .
N
Q

Investigation is the act, procedure, or state of investigating or being investiét&@@is a thorough

[ ) '3
forensic accounting and auditing, although it is only utilised wl%%le event or transaction is

inquiry into facts; a detailed or meticulous examination. Investigatiori'%a crucial component of
unclear’!. When lapse has been proven, an investigation@%nducted to determine who is
accountable, the purpose for the action, and the amo@i& damage. It might be described as a
comprehensive verification and clarification of yQ%rtainty around a transaction or event’!. It is
the search and investigation of an ev t'g,a)rticulars to determine the hidden, unusual, or
intricate facts surrounding the occurr, A deliberate search and examination of documents in
line with the established and agreed¥tpon policies to determine whether and why the keeping of
the data resulted in a g@ll as the responsible party. Investigation is the systematic
collection of docunqqld evidence and testimony to resolve allegations of unlawful conduct?'.
Q

A tax inqui a thorough and meticulous study of the taxpayer's documents. It is typically
prom@y suspicions of fraud, tax evasion, and other associated offenses!?*!. It entails a
thorough study of the financial statements and other books of accounts of taxpayers to evaluate if
they have complied with the terms of the applicable tax laws as well as the applicable accounting
principles and standards. An investigation into tax fraud seeks to identify whether tax fraud has

occurred and to detect evidence of fraud that has occurred?®. Tax fraud is regarded to entail
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intentional deception. If a firm makes specific claims regarding a product in order to sell it, they

may be committing fraud if they are aware that the product does not perform as advertised®!.

Similarly, tax fraud is quite real and expensive. The tax inquiry process is initiated when tax
officials have concrete evidence that a taxpayer has committed tax fraud. To "establish the extent
of fraud, deliberate default, or negligence committed by the taxpayer and to gather® ce for
potential prosecution," a tax investigation is conducted?!. Tax investigators haVQ%’}e clout and
authority than tax auditors since they have the right to secretly visit and%'}elevant financial
records®?. In addition, they may lock the taxpayer's premim%"conduct a thorough

N
examination as they see fit*2. Q&

Moreover, a tax investigation is the inquiry condu&é\s firm to determine any unpaid taxes
by the taxpayer, resulting from any action.o,Q% taxpayer that led to the taxpayer being
underassessed®?. The objective is to col cth’hquent taxes from the taxpayer. An efficient tax
inquiry involves the auditor's impa%!&servations and judgement based on the corporate
entity's accurate audited financialy’statement’®>. Consequently, a functional and exhaustive
investigative approach s}@g .;rate a high-quality report that is useful and timely for many
stakeholders. Prior,{[dgeé had argued that the essence of initiating a tax investigation is where
there has bee%%d fraud, willful default, or neglect by the taxpayer, where there are reported
failur tax returns by a potential tax payer, a situation where there is alleged action of

reduction in income not in line with the nature of the taxpayer's trade, where there are reported

errors or omissions in the assessment, and where there is a reported mismanagement?>.

In Nigeria, the Federal Inland Revenue Services (FIRS), as authorised by the enabling legislation,

has the authority to engage special purpose tax officers to conduct or investigate, or cause an
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investigation to be undertaken, to determine whether a breach of tax laws has been reported to
the FIRS?>. For instance, the FIRS may initiate an investigation into the properties of any taxable
person if it appears that the individual's lifestyle and the size of his or her holdings are not
justified by his or her claimed source of income?. If the inquiry exposes the commission of a

crime or an attempt to commit a crime, the FIRS is responsible for prosecuting the crime.

N

2.1.5 Legal Basis of Tax Audit and Investigation Qg)

In contrast to the statutory audit, which derives its authority from CA ‘% (as amended), the
legal basis for tax audit and inquiry is obtained from several tax %" The tax laws grant the
tax authorities the authority to conduct tax audits and qu%dtlons where certain provisions
may be inferred. Prior to the implementation of }Qi@assessment method, the Companies
Income Tax Act (CITA) makes no specific pro@ls for tax audits. However, subsection 4 of
section 43 was added to enable FIRS #o Quﬂ]uct tax audits. Nothing in the aforementioned
provisions of this section or in any o@ses of the Act shall be interpreted as preventing the
Internal Revenue Service from coxnh?cting a tax audit to verify any matter relating to entries in
any books, documents , or returns, as the Service may occasionally specify in any
guidelines®. The s gﬁéssment method is inherently required to frequently audit taxpayers' tax
returns in ord%gsure their accuracy'®. The objective of the tax audit is to provide the revenue
authori confidence that the audited financial statements and associated tax calculations
given by the taxpayer are accurate and consistent with the supporting records. The objective of
the tax audit is to provide the revenue authority more confidence that the audited financial

statements and associated tax calculations given by the taxpayer are accurate and consistent with

the supporting records'?.
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Examples of specific legal provisions includes: (i) FIRS (Establishment) Act, 2007- S.8, S. 23, S
29 & S.35; (i1) Companies Income Tax Act Cap. C21, LFN 2004-S.60, S.66, S. 58 (Section 17,
of the Companies Income Tax (Amendment) Act 2007; (iii) Personal Income Tax Act- S.46,
S.47, S. 55, S.103; (iv) Petroleum Profit Tax Act Cap. P13, LFN 2004 S3(1), S.36; (v) Value
Added Tax Cap. VI LFN 2004. S. 39; (vi) Stamp Duties Act Cap. S8, 2004 S 24; and (vii)

Education Tax Act Cap E4, LEN 2004 S. 2(1)(b)*. Q’)&\
2.1.6 Tax Audit and Tax Investigation ‘@

. "
From the foregoing, it is clear that a tax investigation is a compre‘%@inquiry conducted by a
tax authority to recover tax undercharged in prior years of ﬁ@ment”. It is conducted when a
taxpayer is suspected of tax evasion, or randomly (@Codes of Practice). An investigation
cannot commence without a suspicion of wrong@§. Tax investigation and Tax Audit must be
clearly distinct®!. Tax Investigation is a exgw\of the business or individual tax payer's books,
records, and documents to ensure tha%%tax payer reported the exact amount of revenue and tax

that must be paid in line with tax laws and provisions>!.

'\
The tax investigatioa@@onducted unexpectedly, commonly known as a back duty case®.

Audit is the ingpeetipn of a company's books, financial statements, and other documentation with
%

the purpos&

investi n may have both civil and criminal implications*’. To be more exact, tax

rming an opinion. On the other hand, forensic accounting, inquiry, and tax

investigation could be either civil or criminal. Civil tax inquiry is the process of discovering tax

evasion’®. This will result in the tax payers being responsible for recovering the tax loss, along

with hefty fines.
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Criminal tax investigations concentrate on amassing sufficient evidence to prosecute tax evaders
and establish their guilt*>. The objective of Tax investigations varies from company to company.
It guarantees that the exact tax amounts are collected, identifies the perpetrator of the offence,
and follows through with criminal prosecution!®. Tax investigation has with it heavier fines and
monetary repercussions than tax audit®®. Tax officials examine a taxpayer's affairs, papers, and
records as part of a tax investigation to determine if the correct amount of taxal%’gl ome was
reported and the correct amount of tax was paid in line with the law?®. Th y Q@y distinction
between a tax audit and a tax investigation is that a tax investigatiogxill»only be conducted if

there is precise and conclusive evidence that the taxpayer has i \ionally attempted to avoid

paying tax or has committed an act of willful evasion in V'rola&%)of the applicable Tax Laws*.

It is also crucial to remember that, unlike conve%lo% auditors and investigators, there is no
specialized qualification required of woul@

assumed that anyone assumes the role@xax auditor and tax investigator must first be a tax

ditors or tax investigators. However, it is

administrator or consultant witlﬂ{sq\qecessary taxation training®. In Nigeria, the Chartered
Institute of Taxation of Ni “(CITN) is the most recognised and acknowledged taxation

professional certiﬁcaﬁo ‘Ql‘ ¢ Institute, which was founded in 1982 and chartered by Act No.

76 of 1992, i% c@éd with regulating tax administration and practise in the country®. The
0

Institute b%

(Manda Professional Training Programmes) on occasion.

Associates and Fellowship to its deserving members and provides MPTPs

2.1.7 Back Duty Audit and Investigation

Back duty is a slang term that is unknown to statute. It includes the tax audit process and

statutory penalties'3?°. The standard approach is to demand the taxpayer to provide the tax
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inspectors with all the required information and explanations'3. It is crucial for a taxpayer to
cooperate with tax inspectors, as rejection can sometimes be seen as a violation of the law?°. The
back duty assessment may be conducted for a maximum of six years prior to the year in which
the tax audit is conducted. Experience has revealed that at the conclusion of the audit, before the
taxpayers leave the premises, no preliminary reconciliation is conducted®. Consequently, the

report of the tax audit is frequently riddled with inaccuracies, omissions, double@ ng, etc.,

causing a number of complications. ‘:\‘\QO

When the following conditions are met, a back-duty audit may be<nif1 4 (i)Failure to disclose
or include in full any income or earnings in the return submi@%the tax office; (ii) Doubtful
claim of capital allowance for the current or previou, y:@s, 1ii) Reduction in the profit in the
return's files at the tax office; (iv) Where the tax charged or assessed is less than it should be; (v)
The initiation of a back duty audit on a tapr.e-)r\)}ﬁ be routine or the consequence of one of the

aforementioned reasons46. It is an eff@ the competent tax authorities to guarantee that the

government receives the money i«&d‘m.
%w
2.2 Theoretical Fran@

2.2.1 Theor o®as0ned Action

This s anchored on the theory of reasoned action (TRA) which was propounded by
Fishbein ‘and Ajzen in 1975%. The theory of reasoned action predicts behavioral intentions,
which are a result of a perspective on the behavior and subjective standards for how it should be
performed*’. A person's attitude toward an action is characterised as his or her positive or

negative feelings about executing the behaviour. It is determined by evaluating an individual's
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beliefs regarding the consequences of the behavior*’. Subjective norm is described as a person's

judgement of whether influential individuals believe the activity should be performed.

These individuals may include managers, coworkers, community leaders, family members, close
friends, and others of importance. While the TRA has been applied in numerous contexts, it
bears the restriction of presuming that when a person forms the purpose to act, the free to
act’’. In actuality, environmental restrictions will restrict the ability to act free%;é% theory of
planned behaviour (TPB) was proposed to overcome the limitations of l‘t%\s an extension of
TRA, TPB proposes that a given behaviour is directly controlled+b avioural intents, which

A

can be predicted by attitude toward the conduct, subjective n@ cgarding the behaviour, and

perceived behavioural control. Q&

This theory is relevant in this study because it h@k&) explain the connection between tax payers
and tax authorities. The level of tax pay c@;)liance is constantly dependent on the activity of
the tax authorities. This theory assert@awareness of tax audits is a significant predictor of tax

payer compliance.

%w
2.2.2 The Theory @1&1 Behaviour

N\

Ajzen establi e notion of planned behaviour in 1985 as an extension of the theory of
season @nr“g. The idea posits that individuals are more inclined to engage in a behaviour if
they s&e behaviour as having potential outcomes (attitude). In addition, the key tenet of the
theory of planned behaviour is that there is a single immediate determinant of behaviour, which
is often the person's intention to execute or not perform the behavior*®. The idea holds that the
purpose is determined by three factors: attitude, subjective norms, and subjective control over the
specific behaviour. In particular, the theory of planned behaviour aims to explain how attitudes
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manifest themselves48. Subjective norms, subjective control, and subjective intents predict the

behaviour of taxpayers.

According to some proponents of the notion of planned behaviour, numerous studies have
demonstrated a strong association between attitude and subjective norms and behaviour. That in

order to strengthen the prediction effectiveness of the theory of reasoned action e is a

N

preposition of perceived behavioural control to help account for behaviours_t &r when an
individual's control over the behaviour is insufficient. According to thé%'}erts, the idea of
planned behaviour emphasises the importance of non-volition-@egasting behaviour. In

contrast, the theory of planned behaviour was attacked, and@f{g%mterargument asserted that

Q

against the high link between attitude, subjective no%f@sehaviour, the postulates of Ajzen's
C

theory of planned behaviour cannot function in 2% 48 Some objections were based on the

assumption that, due to situational limits,‘attr%é
determine an individual's behaviour, bu r the individual's willingness.

Q

This theory is deemed appropriaw applicable to this study since tax compliance is associated

'\
with the taxpayer's beha@onduct and determined attitude. The taxpayer's willingness to

nd subjective norms may not necessarily

comply with tax ;{i ts based on the perception that it is a civic duty and worthwhile

undertaking.
2.2.3 ]@its Theory of Taxation (BRTT)

Originally conceived by Knut Wicksell, Erik Lindahl took it to a new audience®. Supporters of
the theory contend that taxpayers and their government have a reciprocal connection. A society's
members are expected to contribute through taxation based on whatever benefits they receive
from the government's provision of utilities and infrastructures, as well as any commodities
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and/or services it provides*’. Taxpayers are assumed to be in a contractual relationship with their
government since they are expected to pay for public goods and services in accordance with the
benefits they receive. The BRTT is predicated on the premise that citizens of a country or state

should be taxed in proportion to their use of public goods and services.

The establishment of a healthy economy necessitates the reinvestment of taxpayers ’n@ by all
governments to build essential infrastructure and social services. Based on this 'gsearch was
carried out on the basis of the BRTT in order to investigate the ernpiric@ﬂ%}ionship between

tax audits, investigations, and revenue generation in Nigeria. . @'\

2.3  Review of Empirical Studies . Q@

Numerous research on tax administration in deve@d developing nations have been carried
t

out, with diverse findings>*>3-¢, This presercféa

studies on the related studies. (b,%'

2.3.1 Tax Audit and Revenue\)
'\

A study investigated @%t of tax audit practices on revenue generation in Nigeria with its

kes a holistic view at previously conducted

specific obj ective%@h as to determine the relationship between tax audit practices dimensions
and company income tax. The population of the study consisted of 26 tax offices across South —
Southrla with 900 staff of Federal Inland Revenue Service (FIRS). The sample size for the
study consisted of 277 staff of FIRS which was determined using Taro Yemane formula for
sample size determination. Primary data were collected from respondents using the questionnaire
instrument. Pearson Product Moment Correlation Coefficient was also used with the aid of

Statistical Package for Social Sciences (SPSS) version 23.0 to test the null hypotheses. The

38



findings of the study reveal that desk tax audit and field tax audit have a positive relationship
with company income tax. The study therefore, recommends that tax authorities should not
concentrate only on desk tax audit but also on field tax audit so that revenue leakages will be
blocked and increase the level of tax payers’ compliance. Finally, there should be regular tax

audit practices by tax authorities in Nigeria. This will assist in increasing government tax

A
revenue®”, . Q’}\

A study examined value added tax and its effect on revenue é%tlon in Nigeria.
Specifically, the study examined the effect of consumption tax on@g’évemmen‘[ revenue in
Nigeria, personal income tax on oil revenue in Nigeria, goods %@Wice tax on non-oil revenue

in Nigeria and company income tax on total public b:q@pg in Nigeria. Secondary data were

used in the study. Data were sourced from Cen% of Nigeria (CBN) statistical bulletin,

Budget office of the Federation, as well a@ﬂ'

Collected data covered the period of %@ars spanning from 1999-2019. Data collated were

1d Bank Development Indicator Database.

analysed using both descriptiv&r%\fector Error Correction Model method of analysis.

Descriptive analysis condu in"the study include the mean, standard deviation, Kurtosis, and

Jarque-Bera statistics@ ariable!.

The findin ®i that there was presence of co-integration (long-run relationship) among
the V%@in the model, actual public consumption tax and personal income tax had
0.699243" and 1.798114 (P=0.0043, 0.0034) respectively significant relationship with revenue
generation in Nigeria, while goods and service tax and revenue generation (0.209789, (P=0.0911)
are not significantly related to revenue generation of the country in the long run. The study
therefore concluded that there is significant relationship between consumption tax and

revenue generation in Nigeria. Likewise, the result of the study concluded that value added tax
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is beneficial to the Nigeria economy, and the research, shows that value added tax is statistically
significant to revenue generation in Nigeria. From the findings, for Nigeria to attain its
economic growth and development, Nigeria must be able to generate enough revenue in order
to meet up with the challenges of her expenditures in term of provision of social amenities and
the running costs of the Government. The result of this research work recommend that
government should ensure efficiency and effectiveness in the discourse of tax adn%ié:gtion and

that if more goods and services are taxed, the revenue base of the count‘n@, ease both in

the long run and short run’'. \‘%'\

In a study titled tax audit procedure and tax revenue produc%%\the south of Nigeria. This
study studied experimentally the impact of tax audit pre%ﬁ@ on the generation of tax income
in Nigeria's south. The data was collected from both primary and secondary sources and analysed
using linear regression analysis and multi .%( sion analysis with the aid of SPSS. The
empirical findings show that the pre@r variable of tax audit practice has a positive
relationship with the criterion variable of tax revenue in Nigeria, with a coefficient of 0.71
percent. The study indicateu%k\desk audits have a strong favourable influence on personal
income tax. Based or@)@)’ge, the study makes the following explicit recommendations: that
an extended cost ost analysis between the value of tax verification and tax receiving tax be

undertaken 6

expens enhancing compliance. Tax administrators should not only focus on desk tax audits,

to tax authorization. This is done to guarantee that tax revenue has exceeded the

but also on field tax audits and back tax audits, in order to stop all tax evasion and boost tax

payer compliance'2.

In a study on tax audit disputes concerning internally generated revenue sources in Lagos State,

Nigeria. After a tax audit, the study evaluated the sources of IGR in Lagos State, Nigeria that
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were most contested by taxpayers. Respondents were administered a standardised questionnaire
to collect primary data. The sample size was determined to be 301 using the formula of Krejcie
and Morgan (1970). The tax specialists evaluated Withholding Tax (WHT), Personal Income
Tax (PIT), Capital Gains Tax (CGT), Pools, Betting, Lottery, Gaming, and Casino Tax
(PBLGCT), Stamp Duties (SD), and Road Tax (RT). The research employed descriptive
statistical approaches, such as percentages and tables, to analyse the data. R@ax (67.8
percent), Capital Gains Tax (67.5 percent), Personal Income Tax (65.9% .&\ holding Tax

(61.8%) are the sources of IGR most frequently contested by taxpayergx’3

N

In addition, a research analysing the effects of tax audits on rﬁ generation. The purpose of
the study was to examine the practise of tax auditin%%\ﬁmma and Hawassa branches of the

Federal Ministry of Revenue. To address issues%tfl could not be achieved using a single

methodology, a hybrid technique or quanti(atn&‘h

the study. In addition, the study 1nc1ud@th descriptive and explanatory research designs. To

qualitative approach was used to perform

meet the purpose of the study, es of purposive sampling were applied, and the sample
size was calculated scientifi In order to address the purpose of the study, the researchers
utilised the survey da@%r d using questionnaires. Utilizing statistical tools, the data gathered
via questionnaite @ een examined. Consequently, SPSS Version 20.0 and Stata software were
utilised. Thesstudy found that the application of tax audit procedures and the provision of training
to tax@s are positive variables significantly affecting tax revenue production, but an illegal

practise of taxpayers is a negative factor significantly affecting tax revenue generation™.

In addition, in tax enforcement and revenue generation in Nigeria. The research examined at the
connection between Nigeria's tax enforcement policies and income generation, with particular

objectives included determining the relationship between the dimensions of tax enforcement
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measures and the value-added tax. The population of the study comprised of 26 tax offices and
900 employees across South—South Nigeria (FIRS). The sample size for the study consisted of
277 FIRS employees, as estimated by the Taro Yemane formula for determining sample size.
Using the questionnaire tool, primary data were acquired from respondents. In addition to SPSS
version 23.0, Pearson Product Moment Correlation Coefficient was utilised to evaluate null
hypotheses. According to the study's findings, there is a significant correlatio@%een tax
penalties and value-added tax (r= 0.535**). While tax amnesty has a signi 1. %Telation with
the value-added tax (r= 0.633**). The results reveal a correlation between tax enforcement

measures and revenue generation>*, @
NS

A comparable study, which focuses on the FCT and a fe@hosen states, examines the impact of
taxation on income generation in Nigeria. The stu Qaims to illustrate the idea and nature of
taxation, as well as its goals, classiﬁcatié)é‘hi icant taxes in Nigeria, and other related
problems. To present and analyze the %tfor the study in order to meet the study's goal, the
researcher used both primary a%%ndary sources of information. Regression analysis was
used in conjunction with S version 17.0 to test hypotheses. The study found, among other
things, that taxes has@ impact on revenue generation, taxation has a significant impact on

Gross DornestgI ct (GDP), and tax avoidance and evasion have a considerable impact on

revenue cr@o

and locdl/governments establish a comprehensive database on tax payers with the goal of

in Nigeria. The result recommends, among other things, that the federal, state,

identifying all potential sources of income of tax payers for tax purposes, that the tax collection
procedures must be free from fraud and corruption, and that harsh penalties should be applied by
the federal, state, and local governments to those who evade and avoid paying taxes in order to

deter tax evasion. Revenue, taxation, and Nigeria®>.
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Another study examined the impact of tax audit and investigation on revenue generation in
South-West Nigeria. In order to achieve this aim, a descriptive research approach was used to
administer questionnaires to respondents and collect primary source data for the study. Using the
simple random technique, 373 respondents were chosen from among those working for the
internal revenue board of the five states that make up the south-west region of Nigeria.
Furthermore, only 360 of the 373 questionnaires that were given out to respondewxre validly
returned and used for the study. The study was examined using both descr'. fk‘ d inferential
logit regression statistics. A substantial positive association betwe t%x audit and revenue
production was found in South-West Nigeria, according to th. G%wssmn analysis's findings.
Particularly, it was noted that internal, external, and °f;1¢\lk§1dits were all closely tied to
generating revenue. The investigation came to the@‘%on that efficient tax audit increased
revenue generation. The report advocated cqb\%ﬁsging tax audit in South-West Nigeria to

increase revenue generation®. E

The purpose of a study was to e% how tax administration affects tax revenue generation in
Nigeria. The study used a surx%pgsearch approach using inferential and descriptive statistics for
analysis. 302 emplo@%o the State Board of Internal Revenue and the Federal Inland
Revenue Service \be southwest Nigerian states of Ekiti, Ondo, Osun, Oyo, Ogun, and Lagos
made up t%s y's population. Using the Taro Yamane sampling technique, a total of 172
people@e sampled to determine the sample size. For the study, the researcher constructed a
closed-ended questionnaire to collect primary data. Multiple linear regression analysis was used
to analyze the data and provide the inferential statistics. The findings suggest that tax penalties

should be severe enough to discourage potential tax defaulters and that tax officials should keep
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enforcing tax rules against taxpayers. Due to the detrimental impact tax amnesty has on Nigeria's

tax income, tax audit should be enhanced to uncover any tax evasion®’.

A study focused on the effect of tax audit on productivity of Cross River State Board of Internal
revenue service. This study used a survey research type of research design, which is primarily
based on determining the nature of a situation as it is at the time of investigation (K'ch]grg, 1997).
There are 217 employees at Cross River State Internal Revenue Service, anfi t e 9 people
on the board. There are 119 junior employees and 98 senior employees*@l\ total (Policy
Research and Communication, 2016). The 98 senior Service emplo Ro make up the study's
target demographic are included in the study. Using Taro Yam@cﬁ\(wm) statistical approach,
the sample size (78) was determined. The study's fin .'n@indicated that there is no direct,
appreciable association between tax audit technique@productivity. However, the relevant tax
authority (RTA) uses tax audit to both a .rﬂ}iﬁs goal revenue and lessen the issue of tax
evasion and avoidance. The study also s@red that taxpayers typically do not comply with tax
audit professionals when they are beifg’ audited. That the appropriate tax authority should put in

place rules to allow taxpayers(%wg)rk with tax audit employees during audit exercises’®.

In a study, the impa@)fgax collection on state revenue creation in Lagos was assessed. 100
questionnairg% elivered. Among the methods used are percentages, frequency distribution
statistic t%P arson Correlation, and regression analysis. This frequency and the percentage
help &mprehend the respondents' attitudes toward the questions posed and the responses
given. The sign, magnitude, and significance of the variables were determined using the
regression analysis. According to the study's findings, electronic tax payments, tax compliance,

and revenue generation are all positively correlated. The result implies that continued regular use

of the electronicx tax payment system inside FIRS will uphold the state's improvement in tax
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responsibility and revenue generation. Lagos State's capacity to collect revenue is negatively
impacted by tax avoidance and evasion. The resultant inference is that increased tax evasion and
avoidance will lower state income generation. The correlation coefficient, r, is -0.723, showing a
negative association between income generation and tax avoidance and evasion. The tools used
to collect and assess taxes in Lagos State are inadequate, the tax laws are incredibly complicated
and challenging for most people to understand, there is a lack of transparency in %»hndling of

tax payers' money, and taxes are occasionally levied on taxpayers' inco %wo or more

jurisdictions®’.
J 4%*»

Another study examined the impact of tax audit on revenue %%mn in Ekiti State. The data
used for this study was gathered using structured quest@e administered to 312 staff of the
Ekiti State Internal Revenue Service. A regression analysis technique was adopted, and the result
revealed that certain per cent of the revem@%ﬁa d in Ekiti State could be explained by the
tax audit; It was also discovered that au@ng access, auditing officials, an effective tax audit,
non-compliance, audit fieldwork; ax&; control, and corruption affect the revenue generation;
the probability value showed%m{ auditing access, auditing officials, effective tax audit and
incentive were statis@%iﬁcant at 5 per cent level; the probability of F-statistic revealed

that the model %ﬂpropriate for determining the impact of tax audit on revenue generation in
%

Ekiti State. Thus, the study concluded that tax audit should be embraced as it maximizes the
collec@f revenue which enables the government to address developmental projects that will

benefit its citizenry and also helps in strengthening the businesses of the taxpayer®,

Another study investigates tax audit and company income tax revenue in Nigeria. Specifically, to
ascertain the effect of tax audit on company’s income tax revenue Nigeria. The study's sample is

made up of FIRS Nigeria; a census was employed. A questionnaire was used to gather primary
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data, while the planning, research, and statistics departments of FIRS and the Central Bank of
Nigeria (CBN) statistical bulletin were used to gather secondary data. Using descriptive statistics
like mean, standard deviation, frequency distribution, and bar chart, the data were examined. The
study's hypotheses were tested using inferential statistics of linear regression. The Statistical
Package for Social Sciences (SPSS) version 22.0 was used to conduct the analysis. According to
the analysis, there is a very significant and positive correlation between the Va%@ts, with a
strength and direction of 0.878 for the effect of tax audit on a compan .'N me tax. The
likelihood value is 0.000 0.05, indicating that tax audit significantly p@:& irm income tax in a
statistical sense. Once more, the data shows that tax audits accou&@yabout 75% of changes in a
company's income tax. The study draws the conclusion thq\t«@g‘ﬁudit is a very effective strategy
for increasing a company's income tax revenuef in\ light of these findings. The study's

recommendations are as follows: Federal I:l'a@gvenue Service should support, strengthen,

and pay closer attention to the tax au%t rtment and concentrate more on the service's
auditing efforts.. This will prevent %Cb‘voidance and deter taxpayers from breaking the law.

Once more, the Federal Irzﬁd\%venue Service should regularly publicize enforcement
'\

. . A
operations against n&c) a
newspapers®!. \

Assessing the impact of the value-added tax audit's computerised tax system on tax revenue

taxpayers on electronic and social media, as well as in

perfor@e in Ethiopia. This study seeks to determine how inefficient VAT audit function and
associated factors impact tax revenue performance in Amhara Region, Ethiopia. The study
employed data from 377 VAT-registered taxpayers in Amhara Region as its major data source.
To ascertain the relationship between VAT audit and tax revenue performance, data analysis also

used the Ability to Pay theory of taxes, a structural equation model, a path diagram, and multiple
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regression with SPSS/AMOS software. The Amhara Region has the revenue capacity to cover its
expenses, but the tax revenue performance is inefficient since the VAT audit functions are
ineffective, the tax education system is poor, there aren't enough tax resources, and the tax rate
has been in place for a long time. The study showed that tax education and VAT audits have a
significant impact on tax revenue performance. Critical issue is the dearth of resources for the
VAT audit function. Even if the existing technology was networked to wor%\(hbrels, tax

auditors did not utilise this system effectively. Additionally, long-ser\ﬁ‘@@rates have a

substantial impact on tax revenue performance®?. \%
A
N
e
2.3.2 Tax Audit and Investigation Q
In a similar study on the imperatives of tax .aled{%nd investigation for revenue generation in
Nigeria. It was determined that tax audits@%vestigations are necessary for generating tax
revenue. From an accounting standpo(% e objective of an audit is to evaluate the internal
controls of a system and to offer &yudgment on such controls. Contrarily, an investigation is a
commissioned inquiry wit %ygiﬁc goal. This study examines audit and investigation in the
context of taxation ngLmS of their objective, scope, extent of regulation, timing, expected
degree of ca @1 of inquiry, qualification, and skill set. The paper compares and contrasts
the ge @d professional definitions, as well as similarities and differences, of the two major
conceﬁhe study concludes that although auditing and investigation may appear similar, they
are distinct and cannot be used interchangeably; similarly, tax audit and tax investigation cannot
be used interchangeably. By conducting an audit, one evaluates things, records, processes,

persons, organisations, systems, projects, and/or products to determine the wvalidity and

dependability of the assertions made about them. This paper's conclusion is based on "content
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analysis," which is the review of pertinent books, journals, and articles on the topic under

discussion?®.

In an investigation of the effect of tax audits and investigations on tax evasion. A well-structured
questionnaire was distributed to the workers of revenue-generating agencies in Bayelsa State,
Nigeria, in order to elicit responses from a survey study design. The Ordered Logistic %ression
method was used to test the study's hypotheses. The study indicated that tax & including
desk audits, field audits, and back-duty audits, have a considerable @}n effect on tax
evasion. In addition, it was discovered that the explanatory capac@t@x inquiry has a large
and negative effect on tax evasion. The report advised, amo%%%er things, that tax audits be
conducted routinely to serve as a check and prever%. asure against tax evasion, and that

taxpayers should be appropriately profiled and selected for audit to reduce inefficiencies and
audit delays®. ( ‘\\'

In an effort to combat fraud, a s‘a@xamined the function of forensic accountants in the
detection of tax fraud in ﬁnancimements. The study demonstrated that forensic accountants
possess the knowledge, @zﬁons, and abilities to detect tax fraud and other unusual
financial statement&iﬂlations. In addition, the function of forensic accounting in preventing
tax evasion k%& industrial shareholding enterprises was examined in Jordan. To this end, the
resear pared a questionnaire which was distributed among 125 forensic accountants
working in Jordanian accounting and auditing firms. After analyzing and testing the hypotheses
using SPSS, the following outcomes were drawn: The forensic accountant has the qualifications,
expertise and skills to detect tax fraud in financial statements as well as detect the manipulation
of financial statements figures. The study recommended that more consideration should be given

to forensic accounting in the Arab world in general and in Jordan in particular, since the
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Jordanian curricula does not provide much information on the regard. Modifying and improving
an integrated curriculum in Jordanian universities that serves this specialization is of much

importance®.

In an analysis of the legal framework and the need for cooperation regarding tax control and
inspection supervision in the Republic of Serbia. The authors noted that tax contro rations
are carried out by tax inspectors with unique authorities, duties, and responsi ﬁ'ﬂ%s and that
their objective is to ensure taxpayers' compliance with tax laws and regulﬁ%\N 1th the passage
of the Law on inspection supervision, the Republic of Serbia enacted(&u’élal all-encompassing
reform of inspection bodies and the process of 1nspectlo%$%erws10n which has had a
significant impact on the public administration, econo c1tlzens The requirements of this

ﬁe principle of subsidiarity, although the

law are applied to tax proceedings in accordance
% the Tax Procedure and Tax Administration

majority of tax inspection operations are go@‘ﬁ‘b
Law. In tax procedures, the issues not %@ed by the general Law on inspection supervision are
governed by another specific laﬁ'\}g@ever, the direct application of the specific law cannot
exclude or limit the applic Of the law governing the issues of inspection supervision and
official control not ngPd y the specific law. The authors also highlighted the similarities
and difference b@én two laws, as well as proposals for their harmonisation, highlighting their

strengths ws in order to ensure maximum compliance with tax laws and decrease tax

evas1o@ the shadow economy®

In a related study on the impact of tax audits and investigations on tax evasion control in
Nigeria®®. The application of tax audits and investigations was examined. The study examined
the impact of tax audits and investigations on Nigeria's efforts to combat tax evasion. It

especially evaluated the impact of desk audit (DEKAUD), field audit (FIAUD), back duty audit
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(BAKAUD), and tax investigation (TAXINV) on Nigeria's efforts to combat tax evasion.
Questionnaire administration and response analysis using ordered logistic regression and
Spearman's rho measure of relationship provided the relevant data. The results shows that tax
investigation does not significantly influence the level of fraud control. It was determined that
tax audits in the form of desk and back duty are extremely effective in reducing tax evasion,

whereas tax investigations and field audits have no effect on the control of tax fra@ the form
of evasion®®. E‘\QO

A study examined the impact of tax audit and investigations on m@s’éeneration in Nigeria.
The aim is to determine if tax audit and investigations can ac%@ncrease the revenue base of
the government and if it can also stamp out the inci e@ tax evasion. Data were collected
through the primary sources from four hundred and ten-respondents who are staff of the Federal
Inland Revenue Service and Edo State Boa@%ﬁ al Revenue. Hypotheses formulated were
tested with Pearson Correlation Coeffi '%using SPSS output data. The analysis shows that tax
audits and investigations can b eq'ﬂie government's source of revenue while also putting a
stop to tax evasion cases acr; © nation. It was recommended that Tax audit and investigations

should be carried out@%ft n and as thorough as possible to accomplish its task of increasing

the revenue bas:Q @Yamping out tax evasion in the country®’.

A stu carried-out to assess tax audit and investigation as a stimulant for growth in
internally” generated revenue in Nigeria. The Central Bank of Nigeria Statistical Bulletin was
used as a secondary source for data from 1988 to 2013. To analyze the data and test the proposed
hypothesis, regression analysis was performed. Chow test regression approach was used to
further test the outcome. The data study showed that the tax audit and inquiry is a catalyst for

growth in Nigeria's internally produced revenue. According to the study, tax audit and inquiry
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should be conducted regularly in order to accomplish the goal for which the self-assessment

scheme and tax audit department were established®.

A similar study investigated the impact of tax audit and tax investigation on tax compliance of
businesses using Lagos State as a case study. The specific objectives of the study were: to
investigate the effect of tax audit on the tax compliance of businesses in Lagos state; Qobexamine
the impact of tax investigation on the tax compliance of businesses and t(: ev, @he inter-
relational impact of tax audit and investigation on tax compliance on bm%& Lagos state.
Quantitative research methodology was used as predestined by .t rpose of this research.
Secondary data were reviewed for the analysis. Descriptive st%@was employed for the data
analysis, and ordinary least squares method was emplo‘.&@ provide answers to the research
questions and test the hypotheses. Additionally, @elational impact of tax audit and tax
investigation on tax compliance on busi .g%\o as examined using Pearson's correlation
coefficient. A deductive research design%@ chosen. The findings showed that the degree of tax
compliance of businesses in Mq{%tate has a positive correlated to tax audit and tax
investigation. It was advised ﬂ%t@x authorities conduct annual tax audits and expand tax audits
and investigations to @Q%re businesses, particularly those operating in the digital economy
and informal s cté\nd provide constant professional training for tax auditors and investigators
to equip t%m or the evolving changes in the industry. Continuous improvement in tax
compli@ of businesses through encouragement and enforcement will assist the government in

generating more tax-related revenue®’.

In another study examining the influence of tax audits and investigations on Value-Added-Tax
(VAT) generation, researchers in Kaduna State, Nigeria. The authors examined the impact of tax

audits and investigations. Using stratified random sampling, a structured questionnaire was
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delivered to 90 FIRS, Kaduna employees to collect data for the study. The study utilised
descriptive statistics with percentages and graphs and PPMC to test the study's premise. The
study found that tax audits and investigations can boost VAT collection in the state of Kaduna
and reduce VATevasion. It was recommended proper, frequent and thorough Tax auditing and
investigation so as to increase value added tax and also bring down the rate of VAT evilsbionm.

N
R

A study examined forensic accounting, tax fraud and tax evasion in Nigeria. Taé &d (TF) and

Tax Evasion (TE) has become an alarming situation in most developing @s t has become
a focus of attention in recent times by scholars and policy makers e of its impact on the
economy. In Nigeria, the recent worldwide economy downt%%\ough COVID-19 pandemic
and decrease in price of crude oil and sales quantity i.‘b@ lobal market has contributed to
difficulties in the implementation of annual budget. This called for a shift to tax revenues (TR)
but the major challenge is the high rate of .Q@T . One way of reducing this menace and to
instil Tax Compliance (TC) is the a@cation of Forensic Accounting (FA) techniques.
Therefore, this call for better und(gt%ding of the concepts and ways of using FA to promote TC.
It is against this background{%at\ the study examined FA, TF and TE in Nigeria. The study
adopts exploratory re@a)@ ign with literatures from materials on taxation and accounting.
The study conglu at since the traditional auditing techniques has failed to curb TF and TE
because of g‘%‘ﬁciency and ineffectiveness of operation, therefore FA will expose, control
and detér, fraudulent practices on TR, and this will enhance good TR for the government. The
study suggests that government should develop interest in FA, enforce tax laws and regulations
on TF and TE with strict appropriate punishment on tax evaders, ensure transparency and

accountability on TR, and further create forensic unit in tax offices with modern FA techniques

equipment’’,
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Similarly, in a research on the function of forensic accounting and its relationship to Iraq's
taxation system. The analysis demonstrated the need for forensic accounting in Iraq's tax reform
implementation. This study also analyzed the current tax system in Iraq to shed light on key
weaknesses and provide proposals for reform and revenue mobilization. The major findings of
the study include a necessity of the application of forensic accounting in introducing tax reforms
in Iraq. The study recommended that all legal institutions and government a@ s should
establish forensic accounting units. Educational institutions and universiti¢ . 6@ also include
modules on forensic accounting in their curriculum. It also recommen si%nplifying direct taxes,

increasing non-oil revenues from indirect taxation, and @hemng tax and customs

administrations. The study will prove to be a contr1b o the Iraqi public accounting

practices’?. QQ
O3
D

2.3.3 Tax Audit, Administ tngl and Tax Compliance

To access Tax enforc@gp‘[ools and tax compliance in Ondo State, Nigeria was the subject of a
related study. Qtudy evaluated the efficacy of tax enforcement measures as a panacea for
increasi % compliance and total tax revenue in the Nigerian state of Ondo. A survey study
appro@as chosen utilising primary data gathered through the administration of a structured
questionnaire to 150 respondents selected from the personnel of the Federal Inland Revenue
Service and the State Board of Internal Revenue Service in the state. Respondents were selected
by the Taro Yamane formula and the judgement sampling technique. Ordinary Least Square

regression analysis revealed regression coefficients and p-values for tax-audit (0.278; p= 0.03
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0.05) and tax penalty (0.463; p= 0.000 0.05), indicating a positive and statistically significant
relationship between the two explanatory variables and tax compliance at the 0.05 level of
significance. A marginal rise in tax audits and tax penalties will boost tax compliance in Ondo
State, according to the implication. Based on the findings of this study, there is no significant
relationship between tax amnesty and tax compliance. Perhaps tax amnesty is a new policy that
was just implemented to encourage voluntary tax compliance. As a result, tax %@s and the
application of tax penalties must be promoted and sustained. These ar¢ ¥ g@d to further
enhance tax compliance, hence increasing government tax revenue €ollection to supplement
: 4%*»
Nigeria's diminishing oil revenues. If properly nurtured, the @%’wely new and still-under-

observation tax amnesty could become a genuine tool for t&oluntary compliance’.

To determine the tax administration system and t gﬁance among SMEs in Uganda. This
study examined the relationship betwee@%&d inistration system (Tax education, Tax
registration, and Tax assessment) angb‘% compliance (Tax filing, Tax reporting, and Tax
payment) among small and medi zed enterprises (SMEs) in Lira Municipality. Using a
multi-methodological appro Ohanalyse perceived quantitative and qualitative data, a sample
of 173 SMEs in Lird Mumicipality was analysed (Central division). The study found that tax
education is hi l@ lated to two important aspects of tax compliance (tax filing and tax
reporting), byt not to tax payment. Identification of legal tax payers was found to be statistically
signiﬁ@and positively connected with tax compliance (tax filing, tax reporting, and tax
payment) with a degree of confidence of 99 percent. Tax assessment components (record
keeping, skilled staff of URA on tax assessment, information requirement by tax payers, and tax
assessment methods utilised by URA) are correlated considerably favourably with tax

compliance. In conclusion, compliance cost has a favourable influence on tax compliance and is
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a major predictor of tax compliance. To motivate tax payers to voluntarily comply with tax filing,
registration, and payment, tax policy makers, the Uganda Revenue Authority, tax payers, and
managers of various companies must consider proper education channels, the mode of

registering tax payers, the best assessment methods, and the reduction of compliance costs’.

In the impact of technology adoption on tax auditing in Osun state, Nigeria? IBS study
investigated the impact of technological adoption on tax audit in Osun % his study
employed the Survey research design, and the primary source of data waﬂ@mmis‘[raﬁon of a
well-structured questionnaire ranked on a five-point Likert scales @gpof 100 copies of the
questionnaire were randomly distributed to employees of theé@cgal Inland Revenue Service,
Osun State, the Osun State Internal Revenue S r@ and some business owners; 75
questionnaires were returned. Using the ordinary least'square method of regression analysis, the
collected data were analysed. The coefﬁcie@@ ination revealed that technology explains
50 percent of the total variance in ta %mpliance and 69 percent of the whole variance in
revenue growth. It was determined {hat there was a positive correlation between technology
adoption, tax compliance, eVenue growth in Osun state. The Pearson Correlation matrix

displays the directio@i cance, and strength of the bivariate relationships between the

variables in théét@’.

To ac implications of audit quality for tax compliance in Nigeria. The study studied the
effect of audit quality on tax compliance in Nigeria, as proxied by tax revenue. In particular, the
study examined the relationship between auditor independence, engagement performance, and
tax revenue, given that tax assessments are frequently dependent on audited financial statements
produced by corporations. Utilizing primary data obtained from administering a structured

questionnaire to respondents selected from the staff of Federal Inland Revenue Service (FIRS),
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academia (Accountants), and practising accountants/auditors in Ondo State, a survey research
design was adopted. The model of ordinary least square (OLS) was utilised to analyse the given
data. The results revealed a clear indication that auditor independence and engagement
performance have a significant impact on audit quality, with a subsequent impact on tax
compliance (tax revenue) in Nigeria. The study recommends that auditors embrace independence
and strictly adhere to established standards and procedures established by the g@ﬁm and
professional bodies when reporting in order to improve audit quality at a .fr&?@it is believed
that this will stimulate tax revenue generation to counteract declining@ges“.

In the study on the impact of tax audits on tax compliance iné;\ia's Kwara state. This study
studies the impact of tax audits on tax compliance i%@@ of Kwara in order to determine the

difference between pre- and post-audit tax inc%i. ax Audit Department of Kwara State

Internal Revenue Service and Kwara statQ;)ﬁd)}é accounts were mined for secondary data
pertaining to tax audit, tax compliance, ‘% ment revenue, government spending, and fines for
229 companies in Kwara State bﬁ%cgr? 2003 and 2016. Classical Ordinary Least Square (OLS)
regression was applied to t data. The study's findings reveal the following: Between 2010
and 2016, a substar@l)gm ive correlation (p= 0.0076) exists between tax audit and tax
compliance in V@State; a positive linear correlation (p= 0.0033) exists between government
spending a %ompliance in the State. Penalty/fine for non-compliance with tax payment has
a posiﬁ%ffect on tax compliance (p= 0.0076), whereas tax revenue is higher during the tax
audit period (2010-2016) compared to the pre-audit period (2005-2009). (2003-2009). The study
suggests, based on these data, that tax audits have a strong favourable effect on tax compliance.

The study consequently recommends conducting frequent tax audits to make sure the applicable

tax authority pays the government the real amount of tax received, and that an internal
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mechanism be implemented to check and monitor the staff of the tax audit department to ensure

tax revenue accountability’’.

A study evaluated the impact of tax audit on tax compliance and tax revenue remittance in Ekiti
State. The research examined into how tax audits affected Ekiti State's tax compliance and
remittance of tax revenue. It examined how tax compliance and tax revenue remittan€gyin Ekiti
State were affected by desk audits, field audits, back duty audits, and regi ion audits. A
closed-ended questionnaire was utilised to collect the necessary data, wﬁ%}ls then analysed
using a correlation matrix and multiple regression. Desk audit, ﬁeld\{%&st’) back duty audit, and

registration audit were found to have a positive and stat@ significant effect on tax

Q

compliance and remittance in Ekiti State. Notable wa: t@ct that, among all predictor factors,

field audit was the most significant predictor. It w ined that tax audit could promote tax
compliance and payment in Ekiti State. In @%r ise the level of tax compliance in the state,
it was advised that the Ekiti State % ment intensify its tax audits by employing more
qualified personnel and providin&e&vith periodic training. In addition, audited files revealing

illegal activity should not Sated lightly. Tax evaders and avoiders should be punished

severely to dissuade (@6&(0 following in their footsteps?.

WV

In a separa\% utilising generalised ordered logistic regression, Personal Income Tax
Comp %-\ Nigeria was investigated. This article expands on previous theoretical and
empirical studies on the economic and psychological aspects used to explain tax compliance.
Generalised ordered logistic regression is used to estimate the likelihood that personal income
taxpayers in Nigeria will be tax non-compliant, low tax compliance, or tax compliant due to
economic or psychological causes, or a combination of both. The results of this study provide

more insight into the contradictory findings of empirical research on the topic of tax compliance
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by illustrating how economic and psychological factors influence the likelihood that individuals

will fall into the tax-compliant category’®.

In a related study on tax audit and personal income tax compliance in Nigeria. This study's
primary purpose is to examine tax audit and personal income tax compliance in Nigeria. Four
hundred (400) questionnaires were delivered to taxable persons in the states of Delta,
Bayelsa, and Rivers, which form the South-south zone, in order to collect dat &nalysis via
the cluster sampling approach and questionnaire administration. In each s%}ne hundred (100)
questionnaires were issued. Ordinary Least Square (OLS) was u&)\ﬁ%g’iest the hypothesised
relationship. In Nigeria, the link between the independent Vari%g%ax audit) and the dependent
variable (personal income tax compliance) was found,t . ositive and statistically significant.
Tax audits are statistically and positively conr%1 o personal income tax compliance in

Nigeria, indicating that the independent Vari@%h

ces tax compliance”.

To analyse of the impact of tax au%& tax responsibility on tax compliance behaviour in
Nigerian manufacturing firms. TMudy studied the impact of tax audits on the tax compliance
behaviour of publicly tra@gan manufacturing enterprises. Based on this purpose, research
questions were gi\% otheses were developed, and a comprehensive literature review was
conducted. ?@dy employed a survey research methodology, and 400 copies of the
questi were distributed to the ten consumer goods companies and ten industrial goods
companies that were selected for the study. Also utilised were correlation analysis, analysis of
variance (ANOVA), and multiple regression analysis. Tax audit was found to be a significant
predictor (0.003) of tax compliance with a t-value of 2.978 at the 5 percent significance level. As
a result, the study advises that as a prerequisite for government supply contracts, the government

take into account non-economic characteristics such as trust and business ethical tax conduct.
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Therefore, the study concluded that the amount of taxes paid should be determined by a
taxpayer's ability to pay based on the amount of income or profit generated, and an efficient tax

audit regulation should be developed®.

A study examined the influence of tax audit and penalty on tax compliance paradigm of
companies' income taxpayers in Nigeria. For the study, a cross-sectional survey des'rg\ s used.
All Nigerian corporations that were registered as taxpayers made up the study’ lation. For
this study, a total of 150 corporate taxpayers were chosen whose tax recﬁ%te situated in Edo
State. The stratified random sampling method was used to deterrninek@%a.ﬂiple size. The chosen

companies received copies of the questionnaire. The surveyégs%modiﬁed from Palil's work

Q

(2010). Ordinary Least Square (OLS) regression g@loyed for model estimation using
a

Econometric Views (E Views) software in order t s the robustness of the measures used.
The results showed that there are positive éd}}ﬁantial correlations between tax compliance
and tax audit and penalty. It is recomm@d that in order to effectively enforce tax compliance,
the frequency of tax audits shoﬁ‘%)%ncreased, and the severity of the tax penalty should be

increased to act as a dete The study found that corporate taxpayers should view their

income tax payments @a)gnt ibution to fostering an environment that is favorable to business®!.

A study was ed to examine the impact of tax audit and other qualitative attributes on the
tax co '@e level of companies in Nigeria. Questionnaires were administered to staff of
samplﬁmpanies in selected states of the five geo-political zones of Nigeria. Ordered Logistic
Regression technique was employed to analyse the responses. The result showed that there exists
a positive relationship between tax audit and tax compliance. The result also revealed that the
probability of being audited, perception on government spending, penalties and enforcement, the

joint effect of tax audit and penalties have a tendency to significantly influence tax compliance in
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Nigeria. The study therefore recommend that the relevant authorities should seek more pragmatic
and effective means of enhancing the impact of tax audits on corporate tax compliance in Nigeria

in order to consolidate on government’s revenue®?.

A study examined the determinants of tax morale and tax compliance in Nigeria. The objective
of the study are trust in government, culture, age, religion, education, employment. Fhe study

O

adopted cross sectional research survey design as a method of investigati.on. (4) public
limited companies listed under the Nigeria stock exchange formed '>Sl upon which
investigation was carried and sample size obtained for the study, ({@&ib&maire was used as a
research instrument to elicit responses, a total of three ﬁ%&d and eighty-two (382)
questionnaire copies were administered and all the thre. A1\$dred and eighty-two copies were
retrieved. Multiple regression was used to analyse data. The study revealed that trust in
government, employment, religion, age h .béﬂi cant relationship with tax morale and tax
compliance, while culture and education@e insignificant relationship with tax morale and tax
compliance in Nigeria. The stue@q%;%des that transparency, accountability, people-oriented
tax policies and using non—eﬁomic factor in explaining the concept tax of compliance were
lagging on the part @Q&emment and need to be addressed. The study recommends that,
understanding h@dal psychological (demographic) of a taxpayer as it relate to tax morale

would help_in addressing the issue of tax compliance in Nigeria, and this would also help the

gover@ to formulate the better policies in tax related matters®®.

A similar examined the determinants of small and medium enterprises (SMEs) tax compliance
behaviour in Sub-Saharan Africa have been criticised on account of limited study scope which
compromises generalisation and poor theorisation that have little or no support for the research

questions of such studies. The current study is rooted in behavioural economics theory and elicits
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information from 392 participants from all geopolitical zones of Nigeria using paper-and-pencil
survey instruments. The study’s findings reveal that tax system complexity, tax deterrence
sanction, tax noncompliance opportunity, tax information and tax attitude and perception are
important determinants of tax compliance behaviour, while tax rate and tax compliance cost may
not necessarily exert significant influence. The overall conclusion from the study reveals that
certain economic and behavioural factors are effective in either encouraging or d%%}aging tax
compliance behaviour. The study also reveals tax information to be one o .ng@st significant
drivers of tax compliance; however, little or nothing is known of this<construct in the existing

literature. The theoretical and policy implications of the study a@eussed and suggestions for

future studies are offered®. . QQ)
N

A study aimed to investigate the reason for low @mpliance in Nigeria. Primary data via
structured questionnaire was used. The dat@e:épe ressed using SPSS. The result showed that
social norms, attitude towards govemme@ax evasion and tax avoidance have significant effect
on tax morale. On the other hand, th&se 1s no significant effect of attitude towards legal system
and traditional institutions om.%mmorale. The study also revealed a strong correlation between
tax compliance and t@ » The study consequently suggested that tax payers be informed of
their duties wi héﬁi’d to taxes. If the future of tax compliance is any indication, it is also
important to téach the younger generation about the necessity of paying taxes correctly. The
monarc@hould ensure that their subjects pay their taxes and follow the law as well. Last but

not least, tax payer funds ought to be put to good use®.

In a study examining the impact of tax audits on tax compliance. The study employed descriptive
survey research with questionnaires distributed to sixty randomly selected respondents from the

Ekiti State Board of Internal Revenue. The collected data were analysed using techniques of
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correlation and multiple regression. The study discovered that tax compliance and payment were
positively impacted by desk audits, field audits, back duty audits, and registration audits. The
implication of these findings is that tax audits will boost tax compliance, which will raise tax

revenue and decrease tax evasion in the state of Ekiti®.

A study analysed factors affecting tax compliance in the real estate sector in Kenya \ﬁ'@ a case
of real estates in Eldoret town. There are many challenges that hamper the pay %and filing of
taxes in real estate sector in Kenya. The purpose of this study is to anal}7%e factors affecting
tax compliance in the real estate sector in Kenya: A case of Real Es%d‘e%nildoret town and find
out suggestions of the possible remedies to the challenges. ég%tudy specifically sought to

determine the effect of tax compliance cost, tax %vy@ge, tax fines, and tax audit on tax
ui

compliance in the Real Estate sector. The study is% by the theory of planned behavior. The

study uses ex-post facto research design. Q sa‘}ﬂ

population of 5018 real estate investor% it and compliance officers using snowball sampling.

l¢' size of 68 will be drawn from the target

Data was collected using struc(%l) estionnaire, coded, keyed and analyzed quantitatively
using statistical package fo}rﬁ%a‘hsciences (SPSS). The study findings showed that compliance
cost, tax knowledge, @s and tax audit had positive effect on level of tax compliance. The
study findings (@ that imposing fines, doing tax audit as well as provision of tax knowledge
to real esta@in estors will improve tax compliance. However, high tax compliance costs are a
contri& factor that reduces tax compliance among real estate investors. Thus, tax
compliance cost should be minimal as possible to encourage payment of income tax. Tax fines
laws in place, tax knowledge and tax audit should be implemented to encourage payment of

taxes by the real estate investors®’.
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In another study, utilising secondary macro data, assess the impact of tax audits on improving
taxpayer compliance in Ethiopia. The evaluation of pertinent ERCA documents was employed as
a secondary source of data. The important variables of the studies' collected data were evaluated
using bivariate regression and partial coefficient regression. The regression result also
demonstrates a substantial correlation between the number of audited files and tax compliance.
The partial regression coefficients and Pearson correlation show a strong associati@ een the
frequency of audit detection, the quantity of audited files, and tax complia .%ording to the
partial coefficient regression, the frequency of audit detection and t ngmber of audited files

together significantly increase the degree of tax payer complia@mpared to their individual

effects®®. . QQ
N
i

S

A study analysed tax audit and inquiry as p @sites for achieving an effective tax
administration in Nigeria. The research uti se.&‘%ekplanatory methodology based on a content
analysis of available literature. The %@cism and sociological theories were employed to
strengthen the topic's conceptimﬁ&)) crease tax revenue collection in Nigeria, tax audits and
investigations are necessary, ﬁ%o%ding to the report. The survey confirmed that there is a high
prevalence of noncompliance” among individuals and businesses in the United States now.
Therefore, the a@ ged the government to enact legislation that would make noncompliance
with tax re%at ns a more serious offence with harsher penalties. It was revealed that tax audit
and inv@gation may increase the government's revenue base and eliminate tax evasion in the

country by using the Pearson correlation coefficient to analyze the impact of these activities on

revenue generation in Nigeria®.

2.3.4 Others
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In another comparable study, a methodology to increase the quality of tax audits was developed.
This project aims to develop a methodology for enhancing the quality of tax audits. This study is
fundamental in nature. A qualitative research approach was used in this research. In this study,
using an analytical approach and the data-theoretic research method of Strauss and Corbin, two
approaches were used. Data collection is done through a peer-reviewed interview. 23 interviews
with participants were conducted in this study. In this part of the study, theoretic%‘@kpling has
been used. Data analysis was performed in three phases: open coding, axia .Gd?@and selective
coding using MAXQDA software. The results of this study led .to th r§§:ognition of 20 main
categories and 123 sub-categories that in the form of Par ﬁodel, include content,
organisation and model processing as core category and Gq\m&%nditions (Professional Actions,
Structural Actions, Professional Environment, Aud@dures), Underlying factors (Auditor
Requirements, Process Platform, Institution 1°%%3<t and Auditor Capabilities), Interventional
(-

Conditions (Human, Structural, Managésia Regulatory Factors), Strategies (Development
Actions and Support measures), an@hsequences of Process), and the effects of structure

process®.

N
In the determinants @%’%ﬁon in directorate general of customs and excise. The purpose of
this research is t out and analyse what factors influence the occurrence of tax evasion,
especially @E This research uses a mixture of quantitative and qualitative methods;
Struct@Equation Modeling (SEM) is applied for quantitative method, meanwhile the
qualitative method aims to deepen and confirm the variables studied. In this qualitative study,
data analysis tasks included data reduction, data presentation, and conclusion drawing.
Distribution of questionnaires to 135 respondents, comprising of Importers and Customs

Consultants, is used to obtain primary data. Additionally, triangulation is undertaken, which
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includes interviews with many relevant DGCE personnel, observation, and documentation.
Customs Audit (CR=-4,934), Self-Assessment System (CR=-3,592), Information Technology
(CR=-5,348), and Possibility of Fraud Detection (CR=-2,421) influenced considerably
negatively for Tax Evasion, as indicated by a t-table value of -1,982. While Quality of Service
(CR =-1.610) and Law Enforcement (CR = -1.270) have no effect on Tax Evasion®!. (b

In a research on the use of forensic accounting to bridge the gap between tax a &direct tax
income in the Nigerian lottery sector was determined. This study analys‘eﬁ'\factors deterring
literate individuals from staking, assessed the issues impacting -t@%ﬁ’ective application of
Direct Tax rules on "staker" money, and calculated the extent ich FA could influence DTR

in the Nigerian lottery sector. Tax authorities %&n Lagos/Ogun States, FAs, and

staff/agents/" stakers" of licenced lotto firms were rectuited purposefully from the population to
comprise the sample. Using a semi-stmctu@)@onnaire to collect primary data, 209 valid
responses were received. To evaluate(bd@data, descriptive analysis and multiple regression
analysis were utilised. The study“eveals that many literates believe that staking does not meet
the expectations of their ed fi; that the lack of effective data on "stakers" contributes to the
use of a "agreed" am@t)g nimum tax; and that the regression analysis demonstrates that FA

is an effective @ for reducing economic crimes, including tax evasion, and that it could be

used to inC@se TR in the lottery industry®2.

In a different Study on tax awareness, taxpayers' perceptions and attitudes, and tax evasion in the
informal sector in Ekiti State, Nigeria. Tax evasion was shown to be prevalent. The purpose of
this study was to determine how tax knowledge and taxpayer views of government spending
affected tax evasion in the unorganized sector in the state of Ekiti. Also explored was the

moderating effect of Taxpayer attitude. A systematic questionnaire was utilised to collect data
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from 150 respondents, however only 108 completed questionnaires were returned, and the data
from just 100 respondents were useful. The data indicate that Taxpayers' knowledge significantly
decreased tax evasion, while the effect of Taxpayers' perception is not supported by analysis. The
data also indicate that the attitude of taxpayers moderates the association between taxpayers'
awareness and tax evasion. The moderating influence of Taxpayers' attitudes on the connection

between Taxpayers' perceptions of government spending and Tax evasion waség ver, not

statistically significant®. E‘\QO

In addition, a study entitled tax revenue and economic growth in-N\(‘{;Sa'ﬁ This paper's specific
purpose was to investigate the impact of income tax collection@@geria’s economic growth, as
measured by Gross Domestic Product (GDP). For th p@ 995 to 2015, data were acquired
from secondary sources, namely the Statistical Bu et§of the FIRS and CBN respectively. The
Multiple Linear Regressions Econometri(l)&él and the Ordinary Least Square (OLS)
technique were used to examine the co@on between Gross Domestic Product (the dependent
variable) and a set of govemme@ne tax revenue heads from 1995 to 2015. Our research
demonstrated that the Petrc@&oﬁt Tax and the Corporate Income Tax are the tax revenues
that determine govetnm conomic growth. Thus, taxes with a favourable influence on
economic gro h@ irect taxes, and direct taxes have a greater impact on Nigeria's economic

growth tha@n irect taxes. The oddity was ascribed to flaws in the income tax system, tax law

loopholes,/and ineffective tax administration®.

In a work to access the interdependence of Nigeria's tax income and economic growth are
interdependent. This study analysed the relationship between Nigeria's tax income and economic
growth. Specifically, the study investigated the effects of petroleum profit tax on Nigeria's

economic growth, the impact of business income tax on Nigeria's economic growth, and the
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impact of value added tax on Nigeria's economic growth. Utilizing an ex-post facto research
design, time series data were gathered from the statistical bulletins of the CBN and the FIRS.
The model of the study incorporated variables such as gross domestic product, petroleum profit
tax, corporation income tax, and value added tax. Using Multiple Regression Analysis, Co-
integration, and other post-estimation tests, the collected data for these variables were evaluated
to determine the variables' short- and long-run effects. Petroleum profit tax exeﬁ%&nive and
significant influence on economic growth with an estimated coe .feg f 3.707601
(p=0.5150>0.05), company income tax also exerts a positive .anq%g%li icant influence on
economic growth with an estimated coefficient of 55.79390 (p’é}b>0.05), and value added
tax was also found to have a noticeable and positive *i gt)on economic growth with an
estimated coefficient of 16.04333 (p=0.5150>0.05)Aln ’% of these findings, the study argued
that the government should make the cou %%3« system more efficient so as to prevent

practises that impede the system's ability\o generate the necessary revenue to cause a change in

the growth of the economy and modi@ institutional structure so as to aid a model for the best

practises of the country's indt&ie%9 !
Similarly, in the eva@%the impact of direct taxes on public investment in agriculture in
Nigeria. It w @mined that direct taxes have a negative effect on public investment in
agriculture ~Lhi$ study examines the effect direct taxes have on agricultural finance. As direct
taxes,@nalysis utilised the petroleum profit tax, the personal income tax, and the corporation
income tax. These are the three largest direct taxes selected for examination in this report.
Agricultural finance has long been a source of concern, causing the entire nation to suffer from

severe hunger due to needless indifference. In addition, Nigeria has a high hunger score of 28.3,

placing it 103rd out of 116 nations in the Global Hunger Index report for 2021. This study
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examines all of these issues and seeks to determine the extent to which direct taxes can reduce
the burden by giving agricultural businesses with greater direct tax income. Collecting secondary
data from the Organization for Economic Cooperation and Development (OECD) on selected
direct taxes and agricultural spending from the Central Bank of Nigeria's Statistical Bulletin is
used to conduct the review. The study period spans 2010 to 2020. Using a multiple regression
technique, the study demonstrated that all of the direct tax types evaluated had a n@ble effect

on agricultural finance, with the exception of the personal income tax, whi a substantial
and positive effect on agricultural growth. This necessitates the mgggetlon of Nigerian tax
regulations to permit substantial use of tax income for agricult@ans. The insignificance of

petroleum profit tax and corporate income tax to agricultu;isﬂg?ding requires more efficient tax

procedures and a crackdown on tax authority corrup&%%

In a research on the tax income and econon@’@ of the Nigerian telecommunications sector
(2001-2018)%. This study analysed @x income and economic growth of the Nigerian
telecommunications subsector. E&%ﬂdies revealed that taxation of the GSM subsector of the
telecommunications indust indicated by the taxes paid, has not contributed to Nigeria's
economic growth. T@, e purpose of the study was to analyse the impact of tax income
proxied by Va ed-Tax (VAT) on the economic growth proxied by Real Gross Domestic
Product (G, %the telecommunications subsector. Using annual time series data spanning 18
years,@study was conducted (2001 to 2018). The data were obtained primarily from the
Central Bank of Nigeria's (CBN) Annual Reports and Statistical Bulletin, the Federal Inland
Revenue Service (FIRS) Annual Report, companies' audited financial statements, and the

National Bureau of Statistics (NBS) Database for 2018, with the Autoregressive Distributed Lag

(ARDL) approach comprising unit root test, co-integration test, short-run and long-run
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estimations serving as the primary estimation technique. The Economic Growth indicator is
regressed against its own lag and the specified tax indicator in the ARDL regression analysis.
Value-added tax (with Adjusted R2 of 0.515 and F-Statistic [Prob.(F-Stat)] of 6.66 [0.006]) was
shown to be statistically significant. The value-added tax has a considerable impact on the
economic growth of the Nigerian telecommunications subsector during the study perioc%

On taxing the informal sector on revenue generation in developing nations, an % study of
Rivers State, Nigeria was carried out. This study assessed the consequeﬁ%}taxing Nigeria's
informal economy. To do this, 110 questionnaires were sem@?pondents within the
metropolitan area of Port Harcourt and its vicinity. The replie%'&g\% presented using tables and
bar charts as descriptive statistical techniques. Usin t%ﬁskal-Wallis and Chi-square tests,

formulated hypotheses were examined. The findings feund that taxing the informal sector will

increase income collection and signiﬁcan‘ly &}éf the economic development of emerging

nations’®. %:

P
A similar study was carried o t}e{amine the challenges affecting tax collection in Nigerian
informal economy with 4bX.)S‘[ate as the case study. By using documentary analysis and
semi-structured intqu with 35 respondents across different industries in Anambra State, this
research con»%& and offers guidance to policy makers on how to improve tax revenue in the
state. %dy found that lack of provision of amenities and infrastructural development are
among the reasons why many traders and employees do not pay tax in Anambra State, Nigeria,
as they have to bear the burden for the provision of such amenities themselves. Lack of
accountability, embezzlement, poor accounting records, deficit of empowerment programs and

absence of awareness are the key reasons why people and businesses in IE do not pay tax.

Recommendations were made to help policy makers improve their tax revenue®.

69



To investigate tax incentives as a stimulant for tax compliance, tax revenue, and economic
growth. It analysed the various tax incentives offered to taxpayers, the level of compliance, and
their impact on tax collection and Nigeria's economic growth. For this study, an ex-post facto
research design was utilised. Federal Inland Revenues Service (FIRS), Central Bank of Nigeria
statistical bulletin data was extracted. The Gross Domestic Product (GDP) was chosen as an
economic development indicator based on tax revenue as an indication of tax con@%ﬁce. Based
on the tax incentives made accessible to taxpayers, the outcome indica y h degree of
compliance. The analysis indicated that Tax Revenue (TAXRE\./) h awconsiderable positive
effect on Nigeria's economic development proxy GDP. The stt{@&vised that the government
properly utilise tax revenues; thus, there is a strong cm@%ﬂ between tax compliance, tax

equity, tax revenue utilisation, and excellent corpor. &wnceloo.
quity; p g

In a comparable study on the mediatingé)t??}% tax knowledge on the link between tax

complexity, tax agent, tax audit, and p @um profit tax evasion, tax knowledge was found to

play a significant impact’. This?ﬂgd%ffered a system for investigating the degree of tax fraud

among Nigerian oil and g . The suggested framework is founded on the principle of

economic detenence.@%m y expands the present body of taxation knowledge by including

the meditative fi@ f tax knowledge into economic deterrence theory. Additionally, the study
>

would be \6\

combat evasion. If confirmed, the approach would provide greater insight into the extent of

for guiding stakeholders and policymakers in developing nations on how to

tax evasion in the Nigerian oil and gas industry. If the study were to be completed, it would aid
the government in reducing tax evasion, hence increasing government revenue, which would be
of tremendous advantage to Nigerian policymakers. The proposed framework will be empirically

examined through data collecting and examination!?!.
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Utilising both primary and secondary data study was conducted on tax audit and tax productivity

in the state of Lagos. The original data came from questionnaires issued at random to 350

employees of the Lagos State Internal Revenue Service, while the secondary data came from the

FIRS audit division in Lagos from 2001 to 2015. Fully Modified Least Square was used to test

the Tax Audit and dit, desk audit, and back Tax Revenue Generation ble
favd Investigations (X) according to the study's find )
- A
CAOX
Ina impact of tax evasion on gov
Field Tax audit (X;) . Company Income
Stats monstrates that tax evasion Tax (Y1) 1
govg rformance. In order to com\Q‘
raisi o]{))esk Tax Audit tax money wisely for j@en - Petroleum Profit Tax
2 ) 4 >
D (Y2)
In ag sic accountin@ fraudulent] i
N Back Duty tax Oy Value Added Tax |
1£¢ audit X3) BIZITIT rreratronoetwe (Y3)
reductrom—rre TCPUIT SUZZUSTS trat overnment regulate

sector by providing good standards

OITIISIC dClUVIUCS IIT UIT PUDIIU

d rules with integrity, fairness, and accountability'%4.

S

\
,%Q
N

24 @ceptual Framework

The model shows the relationship between the study dependent and independent variables. The

independent variables here are tax audited investigations, field tax audit, desk tax audit and back

duty tax audit while the dependent variable is tax revenue generation which include forensic
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audit, tax audit proficiency and tax avoidance. These analogies are depicted on the following

diagram

4
&

Figure 2.1: Tax Audit, Tax Investigation an@nue Generation
Source: Researcher’s Computation Q&

2.5 Summary of Gap in &g\aﬁ{re Reviewed

Clearly, there is broa@%us on the need to enhance tax compliance and reduce tax evasion
through tax audit investigations, so enabling the government to maximise the anticipated
tax revenu, ‘§ired to cover expenditures. However, there are few studies on the potential
inﬂue@f tax audits on tax compliance in Nigeria, and none in the state of Oyo. In the
empirical investigations conducted in Nigeria and other nations!>3-3662, Previous study revealed
that actual public consumption tax and personal income tax are significant relationship with

revenue generation in Nigeria, while goods and service tax and revenue generation are not

significantly related to revenue generation of the country in the long run. The study therefore
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concluded that there is significant relationship between consumption tax and revenue
generation in Nigeria®'. No single study has been able to forecast predictor variables such as
desk audit, field audit, back duty audit, and registration audit; thus, this study aims to fill this gap.
As Oyo State is regarded as a state with moderate internally generated revenue (IGR), it is
envisaged that when the importance of tax audit and investigation is properly carried out on

taxpayers in the state, tax income will increase, consequently expanding the state’sé;%\base.

%\%
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Chapter Three
Methodology

The chapter focus on the research design, population of the study, area of the study, sample size
and sampling technique, instrument of data collection, validity and reliability of the instrument

and method of data analysis are all explicitly elucidated. Research instrument wh%@vbi used in

collecting the data on the on the field will all be inclusive in this chapter. é. ‘\QO

3.1 Research Design . \‘%'3
A\
The descriptive survey design method was used in this .rea%x%work is a for the purpose of
carrying out a good analysis and reaching a reasonable \sion. The data were collected from
various sources either through the primary sogrg&xi secondary source. Survey research design
with specific reference to descriptive r se@’}esign was utilized in this study because it is
&&ne the tax audit and investigation and tax revenue

useful for the research objective to &)

generation in Nigeria.

0’

3.2  Population 0@)@@
N

A population € s of all possible elements, individuals, or observations associated with a
pheno (@)f interest to the researcher. The population of this study consist of 9800 staffs at
the F& Inland Revenue Service from which the target and accessible population will be
drawn!. However, the respondents include top, middle, and lower-level public sector

management personnel.
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33 Sample and Sampling Techniques

Sample is a small or selected group used to represent the whole. Sample can be defined as the
actual number of or part of the study of population that is objectively selected for the purpose.
Data for this study was obtained quantitatively using random sampling techniques. Random
sampling technique was used to ensure that each sample has an equal chances or pro@ility of

being chosen. Taro Yamane formula was adopted for the calculation of the .sa@ze and the

S
N &3\‘6“
LNy &

Where n is the required sample size, N is the tota@ion, e is the margin of error at 5%

formula is expressed as:

confidence level. Therefore, the study samplg:&@’h the total population of 9800 calculated as

9800 ‘b"é'

"= 1+ 800(0.05)2 \;Q
9800

~ 1+ 9800(0.0025) %”
o800 C)QQ

n

1+245 X
Q
_ 9800
n _Z—Q
n:38§
n =384

84



34 Description of Research Instrument

A well-structured questionnaire was utilized as the research instrument for data collection in this
study. This shows that the questionnaire is be the major research instrument for data collection.
The questionnaire contains closed-ended questions and which were divided into six sections.

Each of the sections entails a specific segment of the study. ° ®
Section A focuses on the demographic information of the respondent ,.tll@@cond section
ar

and competence.

'3

(section B) will contain questions about tax auditors’ proficiency, inte
%tions in improving the

Section C contains questions on the effect of desk tax audit and %QV
tax revenue generation in Nigeria. Section D focuses on .ef]‘Q field tax audit on tax revenue
generation in Nigeria. Section E comprises questi&s«é&fect of back duty tax audit on tax
revenue generation in Nigeria. Finally, Secﬁq&con‘[ain questions on tax generation. The
sections of the questionnaire was struct ec@h\\g Likert scale 1 to 5. Where 1=Strongly Agree,

2=Agree, 3=Neutral, 4=Disagree andé)%brongly Disagree.
3.5  Validity of Research{hitlguments

Validity being the a&gﬁ%ateness, meaningfulness and usefulness of specific inference made
from test sc instrument for this study was validated by researchers supervisor and other
lecture 'che Department of Management and Accounting, Faculty of Environment,
Mana&nt and Social Sciences, Lead City University. After which a clean copy of the

instrument was prepared for validation.
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The instruments was pre-tested using pilot study which sample questionnaire will be distributed

to 10 respondents for test for reliability using Cronbach alpha reliability test using SPSS.

3.6  Reliability of Research Instrument

The reliability of a research instrument concerns the extent to which the instrument yields the
same results on repeated trials. Reliability of the research instrument is the m{&&' of the
dependability and the internal consistency of the items of the instrument 'da\ llection. The

.3

data required for this study were gathered from questionnaire adg&nist ed directly by the
d suitable, appropriate

researcher with responses from the respondents, thus, the data @u

&

and reliable for this study.

3.7  Administration of Research Instruments a‘b@t}od of Data Collection

Also, the data that used in this study were” mainly collected through primary sources. The
primary data were collected through the&if)questionnaires from which opinions were gotten
from different respondents. Hov&@%ondary data were also collected from documents and

published records like state de elgP ent journals, newspaper, magazines, internet sources which

are majorly used for d@%ramre review.
Metl@ta Analysis

3.

8
The p@ata collected was analysed and computed in accordance with the study's research
objectives. Using descriptive statistics such as percentages, frequencies, tables, and graphs, the
data acquired from primary sources were examined. The analysis adopted inferential statistics
such as correlation coefficients, t-test, regression analysis, standard deviation, and ANOVA to
demonstrate significance. As a result, the study employed simple regression analysis to assess

hypotheses. Analysis of Variance (ANOVA) wase performed to compare the variation within
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each sample to the variation between samples. The data analysis was performed using the

software Statistical Package for Social Sciences (SPSS version 23).
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Endnote

I Federal Inland Revenue Service (FIRS) Number of Staff, 2022.
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Chapter Four
Results and Discussion of Findings

This chapter presents the results and discussion of findings which was based on the data
collection and analysis with respect to the objectives (research questions and hypotheses) of the
study. This chapter first shows the instruments' response rate followed by the pre{?&{on and
interpretation of data (demographic characteristics of respondents, re aug@uestlons and
hypotheses) and then the discussion of findings. The questionnaire wa: ;(;%mstered in order to
collect data for the study. Three hundred and eighty-four (384 %}ﬁe of questionnaire were
distributed to the sampled respondents in the selected. E&g)ofﬁce in Ibadan. About three
hundred and thirty (330) were retrieved, three hunde\é\§ were rendered valid and useful for

analysis. Thus, the analysis was based on rem@/alid copies and this gave response rate of

C}
78.1%.

4.1 Demographic Data Ana s1sQ:bd

Table 4.1: Frequency Distri tlQ\H of Respondents (N =300)

Demographic Varla(lg\ Q‘Q ) Frequency Percentage
(n) (%)
Gender Male 218 72.7
Q Female 82 27.3
‘% Total 300 100
Less than 25 Years 10 3.3
26-35 Years 74 24.7
3645 Years 170 56.7
46 years and above 46 15.3
Total 300 100
Marital Status Single 58 19.3
Married 242 80.7
Total 300 100
Highest Educational Qualifications B.Sc/HND 169 56.3
PGD. 15 5.0
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MSec. 84 28

Ph.D./ Professional 32 10.7

Qualifications

Total 178 100

Years of Teaching Experience 1-5 years 27 7.7

6 — 10 years 133 44.3

above 10 years 144 48.0

Total 178 100
Source: Fieldwork, 2022 ° ®

Table 4.1 shows the frequency distribution of respondents’ demogra‘%'&%}tzted FIRS
offices in Oyo State. From the table, 72.7% (218) of the respondents wereymale, while 27.3%
(82) are female. This shows that male FIRS staff are more ég\%‘h%ztudy. This suggests
dominance of male to female FIRS staff in Oyo State. Maj (mg}the respondents, 56.7% (170)
are within 36-45 years of age, 24.7% (74) are withj@%'\years, 15.3% (46) are 46 years and
above, while 3.3% (10) are Less than 25 Yegrg@s implies that most of the respondents are
young and in their mid-age. Majority of] h@ndems, 80.2% (242) are married, while 19.3%

(58) are single. This suggests that a r@, ortion of the respondents are married.

Further, most of the responde tsb\56.3% (169) have Bachelor's degree as their highest form of

degree which is an q;@%n majority of FIRS staff are either university or polytechnic
2

graduates. Howevé&
N

Professional Qualtifications, while 5% (15) of have PGDE. This suggests that some of the staff

% (84) of the respondents have M.Sc., 10.7% (32) of them have Ph.D.

are a@\% their qualifications to the post graduate level which is very good for FIRS. Lastly,
majority of the respondents, 48% (144) have above 10 years of experience, 44.3% (133) of the
respondents have between 6-10 years of working experience, while few, 7.7% (27) have 1-5
years of experience. This clearly indicates that most of the staff of FIRS in Oyo State are well

experienced.

90



4.2 Presentation of Research Questions

Research Question One: To what extent is the effect of tax auditors’ proficiency, integrity and

competence on revenue generation?

Table 4.2: Tax Auditors’ Proficiency, Integrity and Competence . (b
L
S/N Items SA A D SD M SD, Remark
) (R ) ) AN

1 All Tax Auditors are 63 191 45 1 3.05 10.61 Agree
Chartered Accountant Q1) (63.6) (15) (0.4 )\\a " (Good)

2 All tax auditors are 19 206 75 Sk% 2.81 0.53 Agree
mostly from g3y (687) (25 Q%‘) (Good)
Accounting and \
finance, Management @
and Economics field
of study . %

3 All tax auditors have 20 1 \ 82 0 2.78 0.54 Agree
special training in (6.7) 6 (278) (0) (Good)

Investigation and
P

intelligence

4 Al tax auditors 172 111 0 268 057 Agree
possess special Sk‘“%’»(s.@ (572) (37.2)  (0) (Good)
In preparation o t
findings d t

selection techfiiques
Wei @rean = 2.83; S.D = 0.49; Overall Decision = Agree (Good)

Source: Fi d%rk, 2022

KEY: ongly Agree (4), A = Agree (3), D = Disagree (2) and SD = Strongly Disagree (1),
S.D =$dard Deviation

***Threshold: mean value of 0.000-1.499 = Strongly Disagree (Very Bad); 1.500-2.499 =
Disagree (Bad),; 2.500-3.499 = Agree (Good); 3.500 to 4.500 = Strongly Agree (Very Good).

Table 4.2 reveals the tax auditors’ proficiency, integrity and competence in FIRS Oyo State,

Nigeria. The rating scale of 'strongly disagree (1)' to 'strongly agree (4)' was used. Four (4) items
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were used to measure tax auditors’ proficiency, integrity and competence. All the items were
remarked “agree (good)”. This implies that most of the respondents 63.6% (191) agreed all tax
auditors are chartered accountant, 21% (63) strongly agreed, 15% (45) of the respondents
disagreed, while 0.4% (1) strongly disagreed. Also, majority 68.7% (206) of the respondents

agreed that all tax auditors are mostly from accounting and finance, management and economics

field of study all tax auditors, 6.3% (19) of the respondents strongly agreed, 2@&)‘ of the
respondents disagreed, none strongly disagreed. Further, most of the res 66% (198)
agreed that all tax auditors have special training in investigation. an ingsl igence, 27.8% (82)
disagreed, 6.7% (20) of the respondents agreed, while none of th& ‘\n ents strongly disagreed.
Similarly, 57.2% (172) which account for majority of ther@%sn‘[s agreed that all tax auditors
possess special skills in preparation of audit ﬁnding% dit selection techniques, 37.2% (111)
disagreed, 5.6% (17) of the respondents stro&@ed while none strongly disagreed. The table

however generally reveals that status o?&i ditors’ proficiency, integrity and competence in

FIRS Oyo state (Weighted Mean = @S.D = 0.49) which is good.

Research Question Two: D%s\ Desk tax and investigations have effect on tax revenue
generation in Nigeria? Q

Table 4.3: Desk T&Audit and Investigations
A Q)

S/N $?é’ms SA A D SD M SD Remark
O

(%) (%) (%) (%)

1 Desk tax audit is 59 200 41 0 3.06 057 Agree
employed by Relevant (19 7y (66.8) (13.5)  (0) (Good)
Tax Authority (RTA)
to achieved target
revenue.

2 Suspicious about 15 215 70 0 2.82 0.50 Agree
returns is what brlngs (50) (716) (234) (0) (GOOd)

about desk tax audit
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3 In desk tax audit tax 23 225 52 0 290 0.49 Agree
payers provide 77y (75  (17.3) (0) (Good)
additional documents

for clarification
4 Desk tax audit solves 20 212 68 0 2.84 0.51 Agree

the problems of tax 6 4y (70.8) (22.8) (0) (Good)
€vasion, aVOldaIlce
and other
irregularities.
5 Desk tax audit 0 255 45 0 295 054 4@;%

ensures the
submission of ©) (8 (> © ‘%@Good)

accurate and current

returns ‘%
6 Desk audit is cost 45 240 15 $§‘ 0.50 Agree
effectlve (15) (80) (5) @ (GOOd)

Weighted Mean = 2.89; S.D = 0.52; Overall Decisio %gree Good
: HiopBares Gond

Source: Fieldwork, 2022 Y

KEY: SA = Strongly Agree (4), A = Agree (3), D isagree (2) and SD = Strongly Disagree (1),
S.D = Standard Deviation {

***Threshold: mean value of 0.000-1 .49£=_;}tr0ngly Disagree (Very Bad); 1.500-2.499 =
Disagree (Bad), 2.500-3.499 = Agree (G ; 3.500 to 4.500 = Strongly Agree (Very Good)

From Table 4.3 most of the rewents 66.8% (200) agreed desk tax audit is employed by
Relevant Tax Authority ( %(? achieved target revenue, 19.7% (59) strongly agreed, 13.5%
(41) of the responde@lsagreed. Also, majority 71.6% (215) of the respondents agreed that
Suspicious abo %urns is what brings about desk tax audit, 23.4% (70) of the respondents
disagre @% (15) of the respondents strongly agreed, none strongly disagreed. Further, most
of the reSpondents 75% (225) agreed that all desk tax audit tax payers provide additional
documents for clarification, 17.3% (52) disagreed, 7.7% (23) of the respondents agreed, while
none of the respondents strongly disagreed. Moreover, majority 70.8% (212) of the respondents
agreed that Desk tax audit solves the problems of tax evasion, avoidance and other irregularities,

22.8% (68) disagreed, 6.4% (20) of the respondents strongly agreed while none strongly
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disagreed. 85% (225) of the respondents agreed that Desk tax audit ensures the submission of
accurate and current returns, 15% (45) of the respondents disagreed, none of the respondents
strongly agreed or strongly disagreed. Similarly, majority of the respondents 80% (240) agreed
that Desk audit is cost effective, 15% (45) of the respondents strongly agreed, 5% (15) disagreed.
None strongly disagreed. The table however generally reveals that the effect of Desk tax and

investigations on tax revenue generation in Nigeria is good (Weighted Mean = 2.%;& =0.52)

Research Question Three: What is the effect of Field tax and invest@%& tax revenue

generation in Nigeria? \% N

Table 4.4: Field Tax Audit on Tax Revenue Generation @
AN

S/N Items SA A D ° QSD M SD Remark
) (%) \(X;Q (%)
1 Desk audit often 261 9 0 3.06 0.57 Agree

times lead to field

N\ 3 0 Good
audit when additional @* @ O (Good)
240

30
(10)
documents are needed '6'

2 It requires that the Qéiba 36 0 2.82 0.50 Agree

taxpayers are well- \&
informed before th &) (80) (12) © (Good)
commencement of] "
audit

3 It allows Q}}%c 175 210 15 0 275 0.49 Agree
verificati tax 25) (70) (5) 0) (Good)

payer c@ns so as to
confl he facts and

¢ of the returns
We d Mean = 2.88; S.D = 0.52; Overall Decision = Agree (Good)

Source: Fieldwork, 2022

KEY: SA = Strongly Agree (4), A = Agree (3), D = Disagree (2) and SD = Strongly Disagree (1),
S.D = Standard Deviation

***Threshold: mean value of 0.000-1.499 = Strongly Disagree (Very Bad); 1.500-2.499 =
Disagree (Bad),; 2.500-3.499 = Agree (Good); 3.500 to 4.500 = Strongly Agree (Very Good)
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Table 4.4 shows the effect of field tax audit on tax revenue generation. From the table, most of
the respondents 87% (261) agreed that Desk audit often times lead to field audit when additional
documents are needed, 10% (30) strongly agreed, 3% (9) of the respondents disagreed. Also,
majority 80% (240) of the respondents agreed that it requires that the taxpayers are well-
informed before the commencement of the audit, 12% (36) of the respondents disagreed, 8% (24)
of the respondents strongly agreed, none strongly disagreed. Further, most of t%g’}xpondents
70% (210) agreed that field audit allows physical verification of tax pa ’ ims so as to
confirm the facts and figure of the returns, 25% (75) of the resPon}is%t% agreed and 5% (15)
disagreed. Also, the Table generally shows that the effect of ﬁg&éz\ and investigations on tax
revenue generation in Nigeria is good (Weighted Mean =@©D =0.52)

Research Question Four: To what extent is the eff@Back Duty tax audit and investigations
on tax revenue generation in Nigeria? ° \

Table 4.5: Back Duty Tax Audit on Taxx\Revenue Generation

S/N Items SAQ;Od'A D SD M SD Remark

W (%) (%) (%)

A

1 It is used to re}@\'\ 174 126 0 0 3.51 0.48 Strongly
f

doubtful  clai 58) 42 (0 (0) Agree
capital llowance
related to¥previous or (Very
currefit. yea Good)
2 It,eQrrects the mistake 153 90 57 0 3.16 0.43 Agree
esser tax as a
<E§ ,i 51 30 19 0 Good
sult of falsification Gl (30) (19) ©) (Good)
of document
submitted by the tax
payers
3 It reveals the 105 180 15 0 3.01 0.49 Agree
reduction of prqﬁt in (35) (60) (5) 0) (Good)
the returns files in tax
office
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Weighted Mean = 3.23; S.D = 0.47; Overall Decision = Agree (Good)

Source: Fieldwork, 2022

KEY: SA = Strongly Agree (4), A = Agree (3), D = Disagree (2) and SD = Strongly Disagree (1),
S.D = Standard Deviation

***Threshold: mean value of 0.000-1.499 = Strongly Disagree (Very Bad),; 1.500-2.499 =
Disagree (Bad),; 2.500-3.499 = Agree (Good); 3.500 to 4.500 = Strongly Agree (Very Good).

From the Table 4.5, majority of the respondents 58% (174) strongly agreed that Back duty tax is
used to reveal doubtful claim of capital allowance related to previous or current ye@% (126)
agreed, none of the respondents disagreed or strongly disagreed. Also, majo 't@%o) (153) of the
respondents strongly agreed that Back duty tax corrects the mistake of étax as a result of
falsification of document submitted by the tax payers, 30% (90) %@Bondents agreed, 19%
(57) of the respondents disagreed, none strongly disagree(}. F&@& most of the respondents 60%
(180) agreed that Back duty tax reveals the reductio it in the returns files in tax office,
35% (105) of the respondents strongly agreed. akn<d§o 15) disagreed. Also, the Table generally
shows that the effect of back duty tax au@ investigations on tax revenue generation in

Nigeria is good (Weighted Mean = 3. D = 0.47)

Table 4.6 Tax Revenue Genﬁk)
0\

SN Items QQ\ SA A D SD M SD Remark
(%) (%) (%) (%)

1 Inadequ \ tax 66 201 33 0 331 0.48 Strongly
1@ officials

co 22) (67 (A1) (0) Agree
h orsened  tax
Q ration (Very
Good)
2 Strengthening of tax 195 105 0 0 3.53 0.53 Strongly
auqlt/ 1nvest1g§t10n (65) (35) 0) 0) Agree
units would improve
tax generation (Very
Good)
3 Tax audits play an 210 90 0 0 3.62 0.59 Strongly

important  role in
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increasing tax  (70) (30) 0) 0) Agree

genera‘tion and (Very
compliance
Good)
4 Tax audit is playing 207 75 18 0 3.59 0.57 Strongly
reduction of  tax
evasion and (Very
avoidance r“{@)
5 Compliance to Tax 0 255 45 0 3.10 0.54®gree
generation on 0 (85) (15)  (0) ‘%‘\QO(Good)
personal income tax,
road tax and property
tax is adequate. . ﬁ"
Weighted Mean = 3.43; S.D = 0.54; Overall Decision = Agr od)
Source: Fieldwork, 2022 @"

KEY: SA = Strongly Agree (4), A = Agree (3), D = Disa °e§ ) and SD = Strongly Disagree (1),
S.D = Standard Deviation

***Threshold: mean value of 0.000-1.499 = Strongh™Disagree (Very Bad),; 1.500-2.499 =
Disagree (Bad),; 2.500-3.499 = Agree (Good),, 3@0 4.500 = Strongly Agree (Very Good).

N
Table 4.6 shows statements on tax r%ngg generation. From the Table, majority of the
respondents 67% (201) agreed th@:adequate tax collecting officials has worsened tax
generation, 22% (66) of the pgndents agreed, 11% (33) of the respondents disagreed while
none of the respon t@ngly disagreed. Also, on the statement “Strengthening of tax
audit/investigatio%%ts would improve tax generation”, majority 65% (195) of the respondents
strongly agree % (105) of the respondents agreed, none of the respondents disagreed and
strong@agreed. Further, most of the respondents 70% (210) strongly agreed that tax audits
play an important role in increasing tax generation and compliance, 30% (90) of the respondents
agreed and none disagreed or strongly agreed. Similarly, majority 69% (207) of the respondents
agreed that tax audit is playing vital role in the reduction of tax evasion and avoidance, 25% (75)

of the respondent agreed, 3% (8) of the respondent disagreed, none of the respondents strongly
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disagreed. Finally, most of the respondent agreed that compliance to tax generation on personal
income tax, road tax and property tax is adequate, 15% (45) of the respondents disagreed. None
either strongly agreed or strongly disagreed. Hence, the Table generally shows that the tax
revenue generation in Nigeria is good (Weighted Mean = 3.43 S.D = (0.54)

4.2.2 Presentation of Test of Hypotheses

Hoi: There is no significant relationship between Desk tax audit and investi%@ s on tax

revenue generation in Nigeria. E\QO

Table 4.8: Relationship between Desk Tax Audit and mv@ﬂtions and Revenue

Generation in Nigeria .Cg.\
Correlations
Desk Tax Rev_Generation
Desk Tax Pearson Correlation 1 261"
Sig. (2-tailed) 000
N 300 300
Rev_Generation Pearson Correlation 261 1
Sig. (2-tailed) 000
N 300 300

**, Correlation is significant at the 0.01 level (2-tailed).

Source: SPSS @\ﬁtation 23.0

To inv@% relationship between desk tax audit and investigations and revenue generation in
Nigeria, Pearson Correlation was used with a two-tailed test of significance at P<0.01 level.
From Table 4.8, the Sig. value is 0.00 which is less than the p-value. Hence, we reject the null
hypothesis that “There is no significant relationship between Desk tax audit and investigations
on tax revenue generation in Nigeria”. We therefore conclude that there is a significant effect of

desk tax audit and investigations and revenue generation in Nigeria. The sample correlation is
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0.261 which implies that Desk tax audit and investigations correlates with revenue generation in
Nigeria at 0.261) which is positive and the correlation is significant at the p<0.01 level (2-tailed).

This therefore answered the research second objective.

Ho2: There is no significant relationship between Field tax audit and investigations on tax

revenue generation in Nigeria. . (b

Table 4.9: Relationship between Field Tax Audit and Investigations @ Revenue

Generation in Nigeria AN
Correlations
Field_Tax Rev_Generation
Field_Tax Pearson Correlation 1 331"
Sig. (2-tailed) 000
N 300 300
Rev_Generation Pearson Correlation 331" 1
Sig. (2-tailed) 000
N 300 300

**, Correlation is significant at the 0.01 level (2-tailed).

Source: SPSS Computati@(}'\

To investigate this\r‘ onship between Field tax audit and investigations on tax revenue
generation in‘%&, Pearson Correlation was also used with a two-tailed test of significance at
P<0.0 From Table 4.9, the p-value is 0.000 which is significant at 0.01 level (2-tailed).
We therefore reject the null hypothesis and also conclude that relationship between Field tax
audit and investigations on tax revenue generation in Nigeria. Similarly, the sample correlation is
0.331 (shows that Field tax audit and investigations correlates with tax revenue generation in

Nigeria at 0.331) which is positive and also shows that the relationship is moderate. The (**)

means that Correlation is significant at the p<0.01 level (2-tailed). Hence, we reject the
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hypothesis Ho3— There is no significant relationship between Field tax audit and investigations on

tax revenue generation in Nigeria. Thus answered the third research objective.

Hy3: There is no significant relationship between Back Duty tax audit and investigations on tax
revenue generation in Nigeria.

Table 4.10: Relationship between Back Duty Tax Audit and Investigations a.n(t&evenue
Generation in Nigeria \

=

Correlations
Back D _Tax Rev_Generation

Back D Tax Pearson Correlation 1 202

Sig. (2-tailed) 000

N 300 300
Rev_Generation Pearson Correlation 202 1

Sig. (2-tailed) 000

N 300 300

**, Correlation is significant at the 0.01 level (2-tailed).

Source: SPSS Computation 23W

0\

To investigate this rel ti(@etween Back Duty Tax audit and investigations on tax revenue
generation in nge Qrson Correlation was also used with a two-tailed test of significance at
P<0.01 levef%ngl‘able 4.10, the p-value is 0.000 which is significant at 0.01 level (2-tailed).
We thg¢ I'GJGC'[ the null hypothesis and also conclude that relationship between Field tax
audit and investigations on tax revenue generation in Nigeria. Similarly, the sample correlation is
0.202 shows that Back Duty Tax audit and investigations correlates with tax revenue generation

in Nigeria at 0.202) which is a positive relationship. The (**) means that Correlation is

significant at the p<0.01 level (2-tailed). Hence, we reject the hypothesis Ho4— There is no
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significant relationship between Back Duty Tax audit and investigations on tax revenue

generation in Nigeria. This therefore answered the research fourth objective.

Finally, to investigate the combined relationship of all the independents variables (Desk Tax
Audit, Field Tax Audit, Back Duty Tax Audit) on dependent variable (tax revenue generation in
Nigeria), the multiple regression analysis was used. . (b
Table 4.11: Model Summary of Combined Influence of Desk Tax Audité F@é ax Audit,

Back Duty Tax Audit on Tax Revenue Generation in Nigeria

A

ANOVA?
Sum of
Model Squares Df Mean Square F Sig.
1 Regression 42.976 2 21.488 10.738 .002°
Residual 655.344 297 3.745
Total 698.320 299

a. Dependent Variable: Tax_Revenue

b. Predictors: (Constant), Desk Tax, Field Tax, Back D Tax

Source: SPSS Computation 0 7
F-value is significant at 0

Table 4.12: Mode mary of Combined Influence of Desk Tax Audit, Field Tax Audit,
Back Duty T a@nt on Tax Revenue Generation in Nigeria

Model Summary
Std. Error of the
Model R R Square Adjusted R Square Estimate
1 2482 062 051 1.93515

a. Predictors: (Constant), Working_Condition, Organizational Culture

Source: SPSS Computation 23.0

101



Table 4.11 and 4.12 shows the model summary and ANOVA of multiple regression analysis for
the combined influence of desk tax audit, field tax audit and back duty tax audit on tax revenue
generation in Nigeria. The table shows that the F- value is 10.738 and the p-value is 0.002 (F=
10.738, P<0.05) which is much less than 0.05 and highly significant since p-value (0.004< 0.05)
at 95% confidence level. The F-test rejects the null hypothesis that states none of the independent
variables have a significant relationship with tax revenue generation in Nigeria@%ﬁt can be
concluded that there exists variation in tax revenue generation in Nigeria .é&g@sk tax audit,
field tax audit and back duty tax audit and the relationship is mgmﬁ& which means that the
regression model is a good fit of the data. This suggests that de '§®‘ audit, field tax audit and
back duty tax audit significantly influence tax revenug\ rat1on in Nigeria. The model
summary on Table 4.12 shows the R? value of O@h implies that 62% variation in tax
revenue generation in Nigeria (dependent m@ could be explained by the independent
variables (desk tax audit, field tax au%@ back duty tax audit). The remaining 46% is
explained by other factors outside t@del and the error term. An R? value greater than 0.5
means that the model is effecal'%@ugh to determine the relationship. In this case, the value is

0.62, which is also go:d@a

generation is expla%

justed R? value shows that 51% of the variance in tax revenue
ly by the independent variables which are to be kept in the model. This
therefore me@at the remaining 49% could be a result of other predictors included or added to
the mt do not have a significant prediction on teachers' performance. Furthermore, the
very little difference between the R? value and Adjusted R? value (that is, .62 - .51 = .0011)
indicates a very good fit of the model because the closer the R? value is to the adjusted R?, the

better the fit of the model.
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Table 4.13: Coefficients of Combined Influence of Desk Tax Audit, Field Tax Audit, Back
Duty Tax Audit on Tax Revenue Generation in Nigeria.

Coefficients Q}&\

Unstandardized Standardized

Coefficients Coefficients
Std.

Model B Error Beta t Sig.

1 (Constant) 2.390 13.826 173 .000
Desk Tax 917 310 217 2959 .004
Field Tax 157 .084 -137  -1.865 .002
Back D Tax 097 076 087 1.272  .000

(%)
a. Dependent Variable: Tax_RbQ%

Table 4.13 shows the coef ﬁss.\of multiple regression analysis for the combined influence of
desk tax audit, field t@t ack duty tax audit on tax revenue generation in Nigeria. The table
reveals that tg% %a coefficient (B) and t- values for desk tax (Beta = .217; t = 2.959;

Signific % .

(Beta = .087; t = 1.272; Significance = .000), which all are significant at P>0.05. These results

04), field tax (Beta = -.137; t = -1.865; Significance = .002) and back duty tax

imply that desk tax audit, field tax audit and back duty tax audit explained the variance in tax

revenue generation and therefore needed in the model.

In terms of the type of relationship (whether positive or negative) that exist between the

predictors and the dependent variable (tax revenue generation). From the Table, all the predictors
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(desk tax audit, field tax audit and back duty tax audit) have a positive relationship with tax
revenue generation as depicted by their positive B value of .917, .157, .097 respectively. This
result implies that as they increase, the dependent variable also increases. A unit rise in desk tax
audit, field tax audit and back duty tax audit will lead to .917, .157, .097 increase respectively in
tax revenue generation as depicted by the positive value of B. Furthermore, the low standard
error values for the predictors (.310, .084, .076) also indicates a high level of pre@l of these
predictors on revenue generation in Nigeria. It therefore means that desk tax . ﬁ%@eld tax audit
and back duty tax audit positively influenced revenue generation iri t@uﬁ»y.

Similarly, the computed empirical value of F-test is 10.738 W%% significant at p=0.002. It is
therefore concluded that the F-test is statistically sig 1f he independents variables (desk
tax audit, field tax audit and back duty tax au t)%‘ustlcally and significantly predict the
dependent variable (revenue generation). T@%e ore accomplished part of the research aim
“assess the effect of tax audit and invest@ons on tax revenue generation in Ibadan, Oyo State

Nigeria”. Hence, the null hypoth&%ﬁuld be rejected because the test is statistically significant.

Therefore, the whole regressié&&s’statistically significant.

4.3  Discussion :)\l%lﬁlgs

This research 1 \@igated to assess the effect of tax audit and investigations on tax revenue
generati @Ibadan, Oyo State Nigeria. Discussion of the findings presents the results of the
research ‘and relates them with previous studies by other researchers to for differences or
similarities. In this study, demographic information of the respondents were analysed, four

research questions were answered and four hypotheses were tested.

Results of the demographic data analysis of the respondents showed that 72.7% (218) of the were

male, while 27.3% (82) are female. This shows that male FIRS staff are more in this study. This
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suggests dominance of male to female FIRS staff in Oyo State This particular finding was also
observed in a study on employee perception on the impact of reward system on employee
performance in FIRS LAGOS " which reported more 30 or 53.00% male respondents while 27 or
47.37% are Females'. The results also showed that majority of the respondents, 56.7% (170) are
within 36-45 years of age, 24.7% (74) are within 25-35 years, 15.3% (46) are 46 years and above,
while 3.3% (10) are Less than 25 Years. This implies that most of the respondent%g\mthin 36-
45 years. Almost all the respondents, 80.2% (242) are married, while 19.3% .58@: single. This

suggests that a major portion of the respondents in FIRS Oyo state.ar‘e\d%rg%ed.

Findings of the study further showed that majority of the é@dents, 56.3% (169) have
Bachelor's degree as their highest form of degree which .'S\%indication majority of FIRS staff
are either university or polytechnic graduates. Howev 8% (84) of the respondents have M.Sc.
10.7% (32) of them have Ph.D. Professiona@éiﬁ ations, while 5% (15) of have PGDE. This
suggests that some of the FIR staff are @ncing their qualifications to the post graduate level
which is very good for the gove@Agency. This result agrees with a work on “Leadership
Style: An Empirical Analysi Eederal Inland Revenue Service, Gombe” which revealed that
Educational qualiﬁca@n)&e respondents shows ND/NCE (3%), Degree/HND (76%), 2nd
Degree (21%) n%bD (0%)>. Further, majority of the respondents, 48% (144) have above 10
years of e%e ience, 44.3% (133) of the respondents have between 6-10 years of working
experie while few, 7.7% (27) have 1-5 years of experience. This clearly indicates that most
of the Oyo State FIRS staff are well experienced. This result opposes a previous study that
revealed that majority 47% of the respondents were employed 5-10 years, 41% were employed

in less than 5 years, 11-15 years has 10% while 16 and above years has 2%?2. This result is

consistent with the result of a study on the “Effect of Auditor Functional Competence, Integrity,
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and Utilization of Information Technology on Tax Audit Quality” which reported that majority

(73%) of the respondents have work experience from 11 years and above?.

Findings from research question one showed that the status of tax auditors’ proficiency, integrity
and competence in FIRS Oyo state is good having Weighted Mean = 2.83. This result
corroborates the findings auditor's functional competence, integrity, and u.til'g%tion of
information technology is good and have a positive and significant impact on t &hty of Tax
Audit’. The findings of the research is in line with a research projection d@a s of tax audit
effectiveness: evidence from Kwara state internal revenue serviqes\\d%&ia, which concluded

that tax auditor competence, tax auditor’s integrity and info a%n system is good and had

strong positive and significant relationship with tax audit %iveness“.

N\

Findings from research question two reveals that %e%ect of Desk tax and investigations on tax
revenue generation in Nigeria is good havin

eighted Mean = 2.89. The finding is in
accordance with a study on "Tax audit e and down south tax revenue generation in Nigeria
" The findings revealed that thek@)ist a significant positive effect of desk audit on personal
income tax°. Also, this resu@cﬁaorates a study on tax audits and tax productivity were studied
in Lagos State, Nige@ere it was discovered that field audits, desk audits, and back duty
audits all signi @y increase tax productivity®. The result is in consistent with a work on the
effect% ation technology on effective tax assessment in Nigeria. Similarly in Ekiti State,

it was obs€rved that desk audit significantly improved tax compliance and remittance’.

Findings from research question three revealed shows that the effect of field tax and
investigations on tax revenue generation in Nigeria is good, Weighted Mean = 2.88. This
indicates that desk audit frequently leads to field audit when more documents are required,

permits physical verification of taxpayer claims in order to check the accuracy of the returns'
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facts and figures, and necessitates that the taxpayers are fully notified prior to the audit's start. A
study titled "The Impact of Tax Audit Practices on Revenue Generation in Nigeria" supports this
conclusion®. According to their research, the association between a field tax audit and corporate
income tax is moderate with the correlation coefficient value of r = 0.545** significant at pv =
0.00 < 0.05. Also, field tax audit statistically affects company income tax. (b

Similarly, findings from research question four shows that the effect of.ba \y tax and
investigations on tax revenue generation in Nigeria is good, Weighted Me%*ﬁ\Z - This result is
corroborated by a study on “Tax Audit And Tax Revenue Generatiog{&gﬂgeria” which reported

A

that back duty tax audits have a significant positive impact on t %enue generated Nigeria’.

Further, to find the relationship between tax audito ’@iency, integrity and competence,
desk tax, field tax and back duty tax audit and revge eneration in Nigeria, correlation estimate
was used. The researcher used Pearson Co@l-a}\on with a two-tailed test of significance at the
P<0.01 level. The Pearson correlation q%ﬁient, denoted as 12, is a measure of the strength of a
linear association between two w%)es. The higher the correlation, the closer the connection
coefficients approach to - %1"0 The number of respondents in the samples is 300 and p-
value for all the corr@iggs coefficient is .000 at the P<0.01 level. From the Table 4.7, 4.8, 4.9
and 4.10, des @Xit, field tax audit and back duty tax correlates with revenue generation in
Nigeria %75, 0.261, 0.331 and 0.202 which are positive all correlations. This means that tax
auditogroﬁciency, integrity, desk tax audit, field tax audit and back duty tax influences
revenue generation in Nigeria and the relationships was statistically significant at the p= .001
level. This therefore answered the research hypotheses: “There is no significant relationship

between Field tax audit and investigations on tax revenue generation in Oyo state”, “There is no

significant relationship between Desk tax audit and investigations on tax revenue generation in
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Opyo state.”, “There is no significant relationship between Back Duty tax audit and investigations
on tax revenue generation in Oyo state”. Hence, we reject Hoi, Ho2 and Hos respectively and
therefore answered the research objectives 1, 2 and 3 respectively. This result corroborates the
finding that there is significant relationship between tax audit and tax revenue generation in
Nigeria®. Based on the analysis, audit quality will enhance, and boost tax revenue generated by

the government and also improve the status of audit professional and the result %@ analysis

has shown that tax audit contributes towards government tax revenue genera &% igeria.

Finally, to find the combined relationship between the independe@sfﬁbles (desk tax audit,
field tax audit and back duty tax) and the dependent variable @&Venue generation), multiple
regression analysis was used, the variables were teste g%\gertain if the identified independent
variables have significant effect on the dependent @e in a bid to achieve the research aim of

this study. Table 4.11 and 4.12 revealed tk@ﬁr}l

%iﬁcant in predicting the correlation between the

evel of significance was 0.002 (p<0.05) this
implies that the regression model is(bd
independent and the dependent ﬁ){a%‘:. Also, R Square shows that about 62% percent of the
total variation of the depen atiable is explained by the independent variables (desk tax audit,
field tax audit and b@y ax). The computed empirical value of F-test is 10.738 which is

significant at‘%()@‘! It is therefore concluded that the F-test is statistically significant.

With t @ it was discovered that the desk tax audit, field tax audit and back duty tax has
substa$ effects on tax revenue generation in Nigeria. This in turn help maximizes the
collection of revenue which enables the government addresses developmental projects that will
benefit its citizenry and on the part of the taxpayer, it serves as a check on the proffers guiding
tax administration and also helps in strengthening the activities of the taxpayer. With p-values of

0.001, 0.000, 0.000, and 0.000, respectively, this result supports the results that desk audit, field
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audit, back duty audit, and registration audit had a significant beneficial impact on tax
compliance and remittance in Ekiti State®. The outcome is also in line with research that
demonstrates how tax audits and investigations can boost government revenue while also putting

a stop to tax evasion in the country.
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Chapter Five
Conclusion

5.1 Summary of Findings
This study assessed the effect of tax audit and investigations on tax revenue generation in Ibadan,
Oyo State Nigeria. Findings of the study revealed that 72.7% (218) of the were @, while
27.3% (82) are female. Majority of the respondents, 56.7% (170) are within-3(q%§rears of age,
24.7% (74) are within 25-35 years, 15.3% (46) are 46 years and above, wh E% (10) are Less
than 25 Years majority of the respondents, 56.3% (169) have Bach@? their highest form of
degree, 28% (84) of the respondents have M.Sc., 10.7% (K@Yhem have Ph.D. Professional
Qualifications, while 5% (15) of have PGDE. Al s@the respondents, 80.2% (242) are

married, while 19.3% (58) are single and lastlg ty of the respondents, 48% (144) have

above 10 years of experience, 44.3% (13®he respondents have between 6-10 years of

working experience, while few, 7.7% ( ve 1-5 years of experience.

6
Research questions one reve led\h}at the status of tax auditors’ proficiency, integrity and
competence in FIRS Oyo %?good, (Mean=2.83). Research questions two also the effect of
Desk tax and investi git‘s on tax revenue generation in Nigeria is good having Weighted Mean
=2.89. Reseﬂ%g:stion three also showed that the effect of field tax and investigations on tax
reven ation in Nigeria is good, Weighted Mean = 2.88. Similarly, research question four
shows that the effect of back duty tax and investigations on tax revenue generation in Nigeria is

good, Weighted Mean = 3.23.

Test of hypotheses revealed that tax auditors’ proficiency, integrity and competence, desk tax

audit, field tax audit and back duty tax correlates with revenue generation in Nigeria at 0.375,
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0.261, 0.331 and 0.202 which are positive all correlations. This means that tax auditors’
proficiency, integrity, desk tax audit, field tax audit and back duty tax influences revenue
generation in Nigeria and the relationships was statistically significant at the p= .001 level.
Furthermore, dependent variable (tax revenue generation) is explained by the independent
variables (desk tax audit, field tax audit and back duty tax). The computed empirical value of F-
test is 10.738 which is significant at p=0.002. It is therefore concluded thaéi&-test is
statistically significant. Also, beta coefficient (B) and t- values for desk ' =217t =
2.959; Significance = .004), field tax (Beta = -.137; t = -1.865; ?ig I ca‘?ce =.002) and back

duty tax (Beta = .087; t = 1.272; Significance = .000), which all ignificant at P>0.05. These

results imply that desk tax audit, field tax audit and back d@ audit explained the variance in

tax revenue generation. @
5.2 Conclusion C.-)\\%

Tax is an important source of govem@t revenue. As such, the government must adopt
strategies that will promote a sustain level of tax revenue and avoid leakages that will defer
government developmental ﬁ@qts. The study found that tax audit and investigation are
important compliant oolQ%can generate and increase government revenue. Specifically, this
study investi‘g%efgfect of tax audit and investigations on tax revenue generation in Ibadan, Oyo

State Nigeria. study however found that: the effect of proficiency, integrity, and competence
of tax@ors on tax revenue generation in Nigeria is good. Hence tax auditors should possess
special skills in preparation of audit findings, audit selection techniques and special training in
Investigation and intelligence. Further, the effect of Desk tax audit and investigations on tax

revenue generation in Nigeria is also good which means that desk tax audit should be used by

relevant Tax Authority (RTA) to achieved target revenue, also to solve the problems of tax
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evasion, avoidance and other irregularities. The study also show the effect of Field tax audit and
back duty tax audit and investigations on tax revenue generation in Nigeria is likewise at a good
level. There exists a significant relationship between proficiency, integrity, and competence,
desk tax audit, field tax audit and back duty tax audit on tax revenue generation in Nigeria.
Lastly, there exists a combined influence of desk tax audit, field tax audit and back duty tax audit

on tax revenue generation in Nigeria. Q’&\

5.3 Recommendations ‘@ :

Based on the findings and objectives of the study, the following reco@nﬁaﬁons were made:
i. The government should equip and reimburse the personn@%&yo state internal revenuve

°
service, so as to enhance tax auditor’s proficiency, ir@' and competence.

ii. Opyo state internal revenuve service state should employ more of professionals with higher

degrees as this will make tax audit anQr'l’)\stigation more effective and efficient there by

detecting tax evasion and tax avoi@easily.

iii. Opyo state internal revenuve&ce should engage in training and development for its staff
"
as this makes them @ctive and efficient in their operations on desk tax, field tax and

back duty tax. \

Q

iv. The tax payers should be educated and enlightened as to importance and benefits of taxes to
th@% the economy at large and Tax collected by the government should be properly
used. This will go a long way in encouraging tax payers to be more faithful and economy

development.
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5.4 Contribution to Knowledge

i. Empirically, this study adds to prior literatures by showing that there exists a combined

influence of tax audit and investigation tax revenue generation.

ii. The findings of this study will enhance the tax audit unit and investigations in order to raise

1il.

5.5

tax revenue collection, promote voluntary tax compliance, reduce tax evq&m, and

consequently lower the expenses associated with tax revenue collecti(zn. @p&\

The findings of the study would be significant for policymaking@??to the design

regulations that will help the government collect taxes on ti @ reduce penalties and

interest on taxes that will be uncollectible. In additiO%'%%\tudy will be used by other

students to develop their understanding and stu@tax audit and inquiry assessment
S.

concerns, particularly while pursuing further s

Suggested Area for Further Studi@

The following are the suggestions for f@% research:

1.

il

Further study can be dor%)investigate the influence of tax audit and investigation on

tax evasion, compli@noa infrastructural development

Q

Also, additignal*résearch can be done in other states of the Nation in order to validate and

gene@ findings across the country.

iii.@ study used Oyo state internal revenuve service staff as the government Agency.

Further studies can use other agencies as respondents to access the effect of tax audit and

investigation on state tax revenue generation.
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Appendix

Research Instrument

Lead City University, Ibadan
Department of Management and Accounting

Faculty of Environment, Management and Social Sciences
Dear Respondent, ;' @

I am a postgraduate student of the department of Management and Ac n;gng I am carrying out
a research on the “Tax Audit and Investigation and Tax Revenu, @!&ratlon in Nigeria. I would
be grateful if you could create a spare time in your § t@%g in completing a copy of the

questionnaire on the research topic. All 1nf0rmat10nﬁ@ d will be highly appreciated and kept

in strict confidentiality. : @

@.

Thank you so much for your coop&@?on.

Moradeyo Kamil Abi d@

N
QQ%Q
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Section A: Demographic Characteristics

1.

2.

Gender (a) Male [ ] (b) Female [ ]
Age (years) (a) Below 25[ ](b)26—35[ ](c)36—45[ ](d) 46 and above [ ]
Marital status (a)Single[ ] (b) Marriage [ ] (c) Divorced [ ]

Educational status (a) SSCE[ ] (b) B.Sc/ Masters [ ] (c) Ph.d/ Professional Qualifications

QO
[] @'Q

Work Experience (a) Below 1 year [ ] (b) 1-5 years [ ] (b) 6 — 10 (c) above 10

years [ |

Please rate the following statements on a scale of 1 to 5. Wh @trongly Agree, 2=Agree,

3=Neutral, 4=Disagree and 5=Strongly Disagree.

Section B: The Tax Auditors’ Proficiency, Integr@ Competence

Items (\© 1 [2 (3 [4]5

1. | All Tax Auditors are Chartered Ac’%’ﬁ'ﬁn{t

2. | All tax auditors are mo tly@ﬂ‘n Accounting and finance,
Management and Economics field of study

3. | All tax audltt)@\{ special training in Investigation and
1ntelhger'<e \

4.

All ta‘)@htors possess special skills in preparation of audit

and audit selection techniques
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Section C: Desk Tax Audit and Investigations in Improving the Tax Revenue Generation

in Nigeria

1 Desk tax audit is employed by Relevant Tax Authority (RTA) to

achieved target revenue.

2 Suspicious about returns is what brings about desk tax audit
A
3 In desk tax audit tax payers provide additional documents for »\

o Q
clarification A&\%
N

4 Desk tax audit solves the problems of tax evasion, avoidance an&

other irregularities. &%‘\\d
A )

5 Desk tax audit ensures the submission of accurate af rrent

returns QQ
A

6 Desk audit is cost effective : @
3

Section D: Field Tax Audit on Ta\x;@;‘knue Generation in Nigeria

1 Desk audit often ting@ard to field audit when additional

documents are t@(@%
)

2 It requires \ljev taxpayers are well-informed before the

Q

commeneement of the audit

-

Q
3 @ws physical verification of tax payers claims so as to confirm

the facts and figure of the returns
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Section E: Back Duty Tax Audit on Tax Revenue Generation in Nigeria

1 It is used to reveal doubtful claim of capital allowance related to

previous or current year
2 It corrects the mistake of lesser tax as a result of falsification of

document submitted by the tax payers

A
3 It reveals the reduction of profit in the returns files in tax office »\'
<
Section F: Tax Revenue Generation . )\%'3
AN
1 Inadequate tax collecting officials has worsened tax gene%@?
. &k

2 Strengthening of tax audit/investigation unit%®'mprove tax

generation

xS

3 Tax audits play an important role in "ncr@@fhg tax generation and

compliance ’6.

0.4\

4 Tax audit is playing vital Tele if'the reduction of tax evasion and

avoidance
5 Compliance t0<TaX\g)) egeratlon on personal income tax, road tax

and pr@ is adequate.

QQ
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Appendix 11

Reliability Statistics

Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases  Valid 300 100.0
Excluded? 0 .0
Total 300 100.0

a. List wise deletion based on all variables in

the procedure.

Reliability Statistics

Cronbach's
Alpha N of Items
875 21
Reliability

Scale: ALL VARIABLES
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Case Processing Summary

N %
Cases  Valid 300 100.0
Excluded? 0 .0
Total 300 100.0

a. List wise deletion based on all variables in

the procedure.

Reliability Statistics

Cronbach's
Alpha N of Items
795 4
Reliability

Scale: ALLMARIABLES

Case Processing Summary

N

%

Cases  Valid

100.0
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Total

Excluded?

300

100.0

a. List wise deletion based on all variables in

the procedure.

Reliability Statistics

Cronbach's
Alpha N of Items
821 6
Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases  Valid 300 100.0
Excluded? 0 0
Total 300 100.0

a. List wise deletion based on all variables
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in the procedure.

Reliability Statistics

Cronbach's
Alpha N of Items
.816 3
Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases  Valid 300 100.0
Excluded? 0 .0
Total 300 100.0

b. List wise deletion based on all variables

in the procedure.

Reliability Statistics
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Cronbach's

Alpha

N of Items

187

Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases  Valid 300 100.0
Excluded® 0 0
Total 300 100.0

c. List wise deletion based on all variables

in the procedure.

Reliability Statistics

Cronbach's

Alpha

N of Items

827
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All Tax Auditors are Chartered Accountant

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Strongly
1 3 3 3
Disagree
Disagree 45 15.0 15.0 15.3
Agree 191 63.7 63.7 79.0
Strongly Agree 63 21.0 21.0 100.0
Total 300 100.0 100.0

All tax auditors are mostly from Accounting and finance,

Management and Economics field of study

Frequenc Valid Cumulative

y Percent Percent Percent
Valid Disagree 75 25.0 25.0 25.0
Agree 206 68.7 68.7 93.7
Strongly 19 6.3 6.3 100.0
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Agree

Total

300

100.0

100.0

All tax auditors have special training in Investigation and intelligence

Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 82 27.3 27.3 27.3

Agree 198 66.0 66.0 933

Strongly

20 6.7 6.7 100.0
Agree
Total 300 100.0 100.0

All tax auditors possess special skills in preparation of audit findings

and audit selection techniques
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Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 111 37.0 37.0 37.0

Agree 172 57.3 57.3 94.3

Strongly

17 5.7 5.7 100.0
Agree
Total 300 100.0 100.0

Desk tax audit is employed by Relevant Tax Authority (RTA) to

achieved target revenue.

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 41 13.7 13.7 13.7
Agree 200 66.7 66.7 80.3
Strongly
59 19.7 19.7 100.0
Agree
Total 300 100.0 100.0
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Suspicious about returns is what brings about desk tax audit

Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 70 233 233 233

Agree 215 71.7 71.7 95.0

Strongly

15 5.0 5.0 100.0
Agree
Total 300 100.0 100.0

In desk tax audit tax payers provide additional documents for

clarification
Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 52 17.3 17.3 17.3

Agree 225 75.0 75.0 92.3
Strongly

23 7.7 7.7 100.0
Agree
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Total

‘ 300

100.0

100.0

irregularities.

Desk tax audit solves the problems of tax evasion, avoidance and other

Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 68 22.7 22.7 22.7

Agree 212 70.7 70.7 933

Strongly

20 6.7 6.7 100.0
Agree
Total 300 100.0 100.0

Desk tax audit ensures the submission of accurate and current

returns
Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 45 15.0 15.0 15.0
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Agree 255 85.0 85.0 100.0
Total 300 100.0 100.0
Desk audit is cost effective
Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 15 5.0 5.0 5.0

Agree 240 80.0 80.0 85.0

Strongly

45 15.0 15.0 100.0
Agree
Total 300 100.0 100.0

Desk audit often times lead to field audit when additional documents

are needed
Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 9 3.0 3.0 3.0
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Agree

Strongly

Agree

Total

261

30

300

87.0

10.0

100.0

87.0

10.0

100.0

90.0

100.0

It requires that the taxpayers are well-informed before the

commencement of the audit

Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 36 12.0 12.0 12.0

Agree 240 80.0 80.0 92.0

Strongly

24 8.0 8.0 100.0
Agree
Total 300 100.0 100.0

It allows physical verification of tax payers claims so as to confirm
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the facts and figure of the returns

Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 15 5.0 5.0 5.0

Agree 210 70.0 70.0 75.0

Strongly

75 25.0 25.0 100.0
Agree
Total 300 100.0 100.0

It is used to reveal doubtful claim of capital allowance related to

previous or current year

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Agree 126 42.0 42.0 42.0
Strongly
174 58.0 58.0 100.0
Agree
Total 300 100.0 100.0
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It corrects the mistake of lesser tax as a result of falsification of

document submitted by the tax payers

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 57 19.0 19.0 19.0
Agree 90 30.0 30.0 49.0
Strongly
153 51.0 51.0 100.0
Agree
Total 300 100.0 100.0

It reveals the reduction of profit in the returns files in tax office

Frequenc

y

Percent

Valid

Percent

Cumulative

Percent

Valid Disagree

15

5.0

5.0
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Agree

Strongly

Agree

Total

180

105

300

60.0

35.0

100.0

60.0

35.0

100.0

65.0

100.0

Inadequate tax collecting officials has worsened tax generation

Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 33 11.0 11.0 11.0

Agree 201 67.0 67.0 78.0

Strongly

66 22.0 22.0 100.0
Agree
Total 300 100.0 100.0

Strengthening of tax audit/investigation units would improve tax

generation
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Frequenc Valid Cumulative
y Percent Percent Percent
Valid Agree 105 35.0 35.0 35.0
Strongly
195 65.0 65.0 100.0
Agree
Total 300 100.0 100.0

Tax audits play an important role in increasing tax generation and

compliance
Frequenc Valid Cumulative
y Percent Percent Percent

Valid Agree 90 30.0 30.0 30.0

Strongly

210 70.0 70.0 100.0
Agree
Total 300 100.0 100.0
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Tax audit is playing vital role in the reduction of tax evasion and

avoidance
Frequenc Valid Cumulative
y Percent Percent Percent

Valid Disagree 18 6.0 6.0 6.0

Agree 75 25.0 25.0 31.0

Strongly

207 69.0 69.0 100.0
Agree
Total 300 100.0 100.0

Compliance to Tax generation on personal income tax, road tax

and property tax is adequate.

Frequenc Valid Cumulative
y Percent Percent Percent
Valid Disagree 45 15.0 15.0 15.0
Agree 255 85.0 85.0 100.0
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Total ‘ 300]  100.0 100.0 ‘
Correlations
Tax_Auditor Rev_Generation
Tax_Auditor Pearson Correlation 1 3757
Sig. (2-tailed) .000
N 300 300
Rev_Generation Pearson Correlation 375" 1
Sig. (2-tailed) .000
N 300 300
**_ Correlation is significant at the 0.01 level (2-tailed).
\) >
N
<8
Q
Q
Correlations
Desk Tax Rev_Generation
Desk Tax Pearson Correlation 1 2617
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Sig. (2-tailed) .000

N 300 300
Rev_Generation Pearson Correlation 261" 1

Sig. (2-tailed) .000

N 300 300

**, Correlation is significant at the 0.01 level (2-tailed).

&

Correlations
Field Tax Rev_Generation

Field Tax Pearson Correlation 1 3317

Sig. (2-tailed) .000

N 300 300
Rev_Generation Pearson Correlation 3317 1

Sig. (2-tailed) .000

N 300 300

**_Correlation is significant at the 0.01 level (2-tailed).
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Correlations
Back D Tax Rev_Generation
Back D Tax Pearson Correlation 1 202"
Sig. (2-tailed) .000
N 300 300
Rev_Generation Pearson Correlation 202" 1
Sig. (2-tailed) .000
N 300 300
**_ Correlation is significant at the 0.01 level (2-tailed).

—
>
S

A

ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression 42.976 2 21.488 10.738 .002°
Residual 655.344 297 3.745
Total 698.320 299
a. Dependent Variable: Tax Revenue
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b. Predictors: (Constant), Desk Tax, Field Tax, Back D Tax

Model Summary

Std. Error of the

Model R R Square Adjusted R Square Estimate

1 2482 .062 051 1.93515

a. Predictors: (Constant), Working Condition, Organizational Culture

Q\J

Unstandardized Standardized
Coefficients Coefficients
Model B Std. Error Beta t Sig.
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1 | (Constant) 2.390 13.826 1731 .000
Desk Tax 917 310 2171 2959 .004
Field Tax 157 .084 - 137 -1.865| .002
Back D Tax .097 .076 087 1.272 .000

a. Dependent Variable: Tax-Revenue
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