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IN THIS EDITION:

Multiple taxation is one
of the problems of the
small business owner.
And because records are
not properly kept, taxes
imposed are not based
on economic reality of
the business. This edi-
tion examines possible
collaboration between
tax authorities and small
business owners to en-
sure fairness of taxes
and encourage voluntary
compliance. There is the
usual interview session
and other articles .
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SMALL BUSINESS AND INCOME TAX PAYMENTS

Tax is a compulsory levy by government
on the citizens of a country. In Nigeria, tax
administration was not a serious priority of
government until recently when revenue
from oil started dwindling. Tax is now an
issue as governments at all levels have
become very aggressive in their tax collec-
tion drive.

Small business owners are subjected to
multiple taxation in terms of
income tax and several
other levies and charges.
It is not a surprise that the
report of a survey on Micro,
Small and Medium Enter-
prises (MSMEs) conducted
by SMEDAN and National
Bureau of Statistics in 2013
listed multiple taxation as
one of the major challenges of small busi-
nesses. This position is corroborated by
several works on the challenges of small
businesses in Nigeria.
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Micro and Small Enterprises

Today, taxation has become a burden for
small business owners as tax authorities
impose income taxes without proper un-
derstanding of the operations of micro and
small enterprises. Because it is difficult to
determine reliable income of small busi-
nesses, the tax authorities use their judg-
ment or discretion (Best of Judgment) to
impose taxes which are usually not easy to
pay. There is need for collaboration be-
tween government and small business

Quote of the Month:

owners to work out a special basis of taxing
their income to encourage voluntary compli-
ance.

Micro enterprises are usually not registered as
businesses and do not keep proper records.
Tax authorities need to invest time and money
to get relevant information by category or trade
group so that taxes can be standardized and
affordable. Some kind of in-
centives for compliance
should be considered. Exam-
ples may include assisting
group members to register
their businesses, and hiring
people that will go round to
advise and help them to keep
records.
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Tax Compliance

One of the requirements for accessing loans
from development and commercial banks is
evidence of tax payments. If you do not pay
tax, then you are not eligible to apply for loans
from banks for your business.

Though your expectations from government
may not be met in terms of provision of infra-
structure and security, you are to pay your tax
as a good and obedient citizens. Good citi-
zens do not flout the laws of the land, including
tax laws. It has often been said that if we pay
our taxes, then we will be bold to exercise our
right of holding the government accountable
for good governance.

(continued on page 2)

‘No government can exist without taxation. This money must necessarily
be levied on the people; and the grand art consists of levying so as not to
oppress’ - Frederick the Great, 18th Century Prussian King.
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“Income tax is payable
from income or profit that
you make from your
business. If there is no
profit, then tax should
ordinarily not be paid.”
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SMALL BUSINESS AND INCOME TAX PAYMENTS (CONTINUED FROM COVER PAGE)

Income tax is a major source of gov-
ernment revenue. You need to pay
your tax so that money will be avail-
able for government’s social and de-
velopment programmes.

Financial Records

Income tax is payable from income or
profit that you make from your busi-
ness. If there is no profit, then tax
should ordinarily not be paid. You
need to keep adequate and proper
financial records in order to deter-
mine correct profits or income out of
which tax is payable.

Where there are no reliable account-
ing records that show actual profits
made, tax authorities are empowered
to impose ‘Best of Judgment’ tax
which may be excessive.

Withholding Tax

Withholding tax (WHT) is an amount
deducted from a supplier’s invoice
and paid to the tax authority as ad-
vance payment of the supplier’s in-
come tax. It is not a cost to anybody
and it is not a tax in itself; it is income
tax paid in advance. It can be used to
reduce subsequent income tax liabil-
ity that may be due in respect of such
income. For this purpose, you need
WHT Credit Note. Sometimes, the
WHT deducted may be so much that
you have very little or no tax to pay.

Note that monthly return is made to
the tax authorities on the WHT de-
ducted including particulars of the
suppliers concerned. The tax authori-
ties have information on your turn-
over from WHT returns made by your
customer or client.

WHT Credit Note

WHT Credit Note is a document is-
sued by the Tax Authority for WHT
deducted and remitted on behalf of
suppliers. The contents of the Credit
Note include the name of the taxpayer
and the name of the beneficiary from
whose income WHT was deducted.

| spent a significant part of my working
career in the finance division of a down-
stream oil marketing company with head
office in Lagos. We had several uncol-
lected WHT Credit Notes in cartons for
small business owners who were contrac-
tors to the company. They either did not
know the importance of the documents or
they did not have need for them because
they did not pay correct income tax.

Some customers or clients do not remit
deducted WHT, and others who remit do
not go back to the tax authorities to obtain
the WHT credit notes on behalf of the sup-
plier.

Insist on collecting WHT from your clients
or customers, not only to confirm that the
tax deducted from your invoice was remit-
ted to the relevant tax authority, but also
to ensure you have documentary evidence
with which to reduce your income tax li-
ability.

‘Net of WHT’ Negotiations

A contract negotiated ‘net of withholding
tax’ means that WHT should not be de-
ducted from the supplier’s invoice. This is
common with landlords who do not want
withholding tax to be deducted from the
agreed rent. It is not a good practice and
should be resisted as much as possible.
The implication of ‘net of withholding tax’
negotiation is to increase the cost of the
transaction by the amount of tax as can be
seen from the table below:

Effect of N90,000 rent negotiated 'net of
withholding tax’

NET OF WHT | NORMAL
N N
Landlord 90,000.00 81,000.00
Tax 10,000.00 9,000.00
Total Rent | 100,000.00 90,000.00

-J.O.E.OGBIMI 3




Beckley MSME Newsletter

“Two reasons accounted
for my choice of business.
First was the experience |
acquired while working.
Second was my passion to
reduce the rate at which

were  defrauded

people
owing to fraudulent and
incorrect documentations

which were not verified.”
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INTERVIEW SESSION WITH MR FRIDAY AKUSU AGBABULE

The following is an excerpt from an inter-
view session with Mr Friday Akusu Agba-
bule, the Managing Director/CEO of Fag-
badex Global Services Ltd.

Fagbadex is a Nigerian Credit Information
Services Firm with franchise to represent
several similar international organisations
in Nigeria including China Export & Credit
Insurance Corporation, GlobalCIS Credit
Information Services, Unified Credit Solu-
tions PVT India, WYSMULLER, MIRA
INFORM Private Ltd UK, Cedar Rose Int.
Services Ltd Cyprus, CreditEyes China,
DMS Group, Australia etc.

BCL: Briefly tell us about
your background

Friday: | have over nine-
t een year s’
Business Information
Credit Reporting and Verifi
cation, acquired as Re- [
search/Verification Execu- b
tive at Research and Data
Services Ltd, and as Head,
Third Party Verification & |
Due Diligence at Datapro | g
Ltd. ‘
BCL: Tell us about your
company

Friday: Fagbadex Global Services Lim-
ited offers Business Information Services,
such as Credit Report, Background
Check, Customer Address Verification
and Due Diligence on behalf of clients
abroad and in Nigeria. We provide con-
tact details, statutory data credit scoring
and risk analysis, adverse data, back-
ground and commercial credit check to
help our clients take appropriate decision
about their business transactions, and
avoid being duped and manipulated by
unscrupulous elements with fraudulent
documentations. We are a founding mem-
ber of World Wide Reporting Network
(WWRN). Our clients include Banks, Em-
bassies, companies and International
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organizations
BCL: What influenced your choice of business?

Friday: Two reasons accounted for my choice
of business. First was the experience | acquired
while working. It was easy for me to leverage
on my work experience and the contacts and
friends | made while working. Second was my
passion to reduce the rate at which people were
defrauded owing to fraudulent and incorrect
documentations which were not verified.

BCL: What role did passion play when you
started your business?

Friday: Passion made me to persevere at the
initial stage when the business
was finding it difficult to find its
feet. | was focused and deter-
mined to make the business suc-
ceed. And thank God today, we
have survived for about over 12
years.

. BCL: What were your initial start-
up challenges?

Friday: Capital to start the busi-
ness was a serious challenge.
Banks do not give money for
small and new businesses. | had
no collateral to present to the
banks to get money for the business. | had to
rely on my savings and financial support from
family and friends. It was extremely difficult
initially and | had to postpone the commence-
ment of the business until | was able to raise
enough money from the sources enumerated
above.

4
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BCL: What are the most significant challenges
you face in the day to day management of your
company?

Friday: Power supply is one of the major chal-
lenges. We spent a lot of money on fuel and
diesel and this affects the bottom line ad-
versely. Another challenge is getting loyal and
competent staff who are able to identify with the
aspiration of the business owner.

(Continued on page 5)
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“Training and technical
know-how should be the
first stage, followed by a
business

comprehensive

plan and financial model.”
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A Mindset Focused on Growth
Marty Zwilling

httpy/blog.startupprofessionals.com

Based on my experience advising entre-
preneur s, I m convi
often more a mindset than a specific set
of skills or intell
looking for is one that sees challenges
as exciting rather than threatening, set-
backs as learning opportunities and that
effort and perseverance will overcome
any obstacle. Most experts call this a
growth mindset. Of course, that mindset
has to translate into a set of specific ac-
tions that other people recognize as go-
ing above and beyond the fixed mindset.
Here are some key max-

ims that | believe indicate

a growth mindset:

1. A need to learn from
customers, rather than
educate them. Technolo-
gists, in particular, are
prone to building solu-
tions looking for a prob-
lem. Successful entrepre-
neurs start with a cus-
tomer problem, and de-
velop a solution, rather than the other
way around. They build a startup culture
of working for customers rather than
pushing a product.
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2. Develop market insights and a growth
vision far beyond today. This is com-
monly called understanding the big pic-
ture, or the ability to see around corners.
It is a mindset that customer needs are
constantly changing, and the entrepre-
neur’'s job is to an
to that change, rather than just react to it.
Market change is opportunity.

3. Don’t try to sol
lems in one solution. The most success-
ful customer solutions are sold as simple
and focused, rather than a complex solu-
tion to a host of problems. A mindset of
simplicity is what it takes to overcome a
customer’'s natur al
new technology.
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4. Foster leadership and accountability at all
levels of the company. A company culture of
initiative and collaboration breeds new strate-
gies, processes and innovations that are driven
by customer input, rather than by autocratic
management from the top down. An entrepre-
neur mindset of integrity and honesty is re-
quired to make this happen.

5. Partnering with customers, rather than acting
as a supplier. Founders with a growth mindset
engage their customers and vendors in a win-
win partnership. This increases customer loy-

alty, facilitates problem-solving and allows you
to anticipate what customers

need even before they know

oy they need it.

expertise, so that when potential

customers are ready to pur-

- Ry chase, your company relation-
ship is “top of

push marketing is losing effectiveness due to
information overload.

6 . Repl ace pu
with value-a d d e d pull
ing. The basic objective of the
pull-marketing mindset is to pro-
actively demonstrate value and

Other indications of an entrepreneur with a
growth mindset include a priority on coaching
and employee growth, a willingness to accept
negative feedback as an opportunity to learn
and greater use of outside relationships to stay
tuned into market and technology changes.
They contribute time to outside causes, and see
their company as part of the greater ecosystem.

All of these maxims expand an entrepreneur's

image and the impact of his or her company on

the marketplace, which in turn accelerates suc-

cess. There is no room in business today for’
entrepreneurs who are worried about how

smart they are, how th
take wild/l me an. It s t
adopting a growth mindset. Anyone can. [
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“Banks need to design

ingenious and creative

ways of protecting
themselves against loan
default by small business
instead of the
of
requesting property
collaterals, and ‘difficult-

to-get” guarantors.”

owners,

current methods
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0O MSME SUPPORT:

The importance of the role of Micro,
Small and Medium Enterprises (MSMEs)
in job creation and economic develop-
ment has become the main issue of dis-
course in several quarters all over the
country. This is probably a consequence
of concern for the alarming and increas-
ing rate of unemployment in the country.

We have about 37 million MSMEs in the
country, according to the latest survey by
SMEDAN, and 99% of them are micro
businesses. Micro businesses came into
focus only after the first
national survey of small
and medium enterprises
by SMEDAN and the
National Bureau of Sta-
tistics in 2010 when they
were separately identi-
fied because of their
nature and needs.

There is a robust re-
vised national policy on
MSMEs with the creation of the National
Council on MSMEs headed by the Vice
President. Over the years, the implemen-
tation of government policies and pro-
grammes for small businesses is not felt
in the economy. This is despite the fact
that government officials use every avail-
able opportunity to talk about reducing
youth and graduate unemployment
through entrepreneurship. It has even
become a slogan by officials at every
level of government.

The Federal Government says it wants to
encourage entrepreneurship among the
youths. The various intervention initia-
tives by government are probably more
on paper than in practice. They are not
within the reach of many of the intended
beneficiaries.

Opportunities for loans and grants from
government agencies and private sector
organizations are usually not available for
micro enterprises which account for 99%
of MSMEs. Many commercial banks have
SME units that render business advisory
services to their customers as part of
their loan disbursement processes. It is
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More Moti on,

not uncommon to see celebration of suc-
cesses of funded small and medium enter-
prises by some commercial banks on televi-
sion once in a while. But such enterprises are
too few to make meaningful impact in an
economy with several millions of unemployed
youths.

Banks need to design ingenious and creative
ways of protecting themselves against loan
default by small business owners, instead of
the current methods of requesting property
coll ateral s, -to-gentd
The government needs to be
at the forefront of genuine
efforts to make small busi-
nesses access funds at af-
fordable interest rates. The
Central Bank of Nigeria
(CBN) can work out appropri-
ate modalities with commer-
cial banks to enable associa-
tions of small business own-
ers, like National Association
of Small and Medium Enterprises (NASME)
and National Association of Small Scale In-
dustrialists (NASSI), guarantee loans for their
members.

R

Otherwise, efforts aimed at supporting the
growth and development of MSMEs in the
country will amount to more motion and less
action. [

I NTERVI EW CONT’' D

BCL: What is your experience in getting funds
from banks?

Friday: The bank is a no-go area. It is very
difficult to get loans from the bank. Interest
rate is usually very high, and you have to
provide properly collateral and meet other
conditions before you can get loan. My busi-
ness is a low margin business and | cannot
afford loan at high interest rate.

BCL: What are your hobbies and how do you
relax after the day'’s

Friday: Networking and listening to news. |
watch football to
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Here’s my prediction for
2016...

“There will be winners
and there will be losers.
Which are you going to
be?”

Beckley MSME Newsletter

STRATEGIC ALIGNMENT F
————

Are you strategically aligned for 2016?

As organizations begin to position for
2016, key areas in which they need to
focus their planning on and generate
necessary questions are

Market Research
Corporate Strategy
Product Strategy
Marketing Strategy
Sales Strategy

Do Do Do Io I P>

Talent Strategy
Market Research

Market research provides deep under-
standing of the market, accounts, buyers
and users. This information enables you
to differentiate your company from the
competition. It also helps you prioritize
your accounts and align your strategy
with buyer needs. Find out how behav-
iour is changing in the buying community
and what your competitors are up to right
now.

Corporate Strategy

The corporate strategy is the allocation
of people, money and time in the pursuit
of profitable growth. It is the most impor-
tant strategy to get right to hit your 2016
number. Figure out what the revenue
goal for next year is. What are you aim-
ing to profit from? Are there any market
share goals?

Product and Service Strategy

Product strategy defines the direction for
the company’s produ
requires you to make choices about
which products to invest in. It also sets
the marketing and sales strategies up for
success. Based on market research,
deci de what produc
offer next year. Are you bringing in any-
thing new? Are you doubling down on

OR 2016
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existing products? Where are they in their life
cycles?

Marketing Strategy

The marketing strategy will drive demand and
generate leads for products and services. It
must build on the insights of the external mar-
ketplace while aligning to corporate strategy.
What are the needs of the market? How are
you going to attract demand? Where are your
leads coming from? Where should they come
from next year?

Sales Strategy

Sales strategy turns leads into sales revenue
by selling products and services to buyers.
Like the marketing strategy, it must build on
the insights of the external marketplace. It
must also remain aligned with corporate strat-
egy. The sales strategy requires you to make
choices about which sales programs to pur-
sue. I't’s time to get
ries do you have to design? What will your
quotas and compensation plans be?

Talent Strategy

Talent strategy supplies the people that exe-
cute product, marketing and sales strategy. In
order to accomplish the goals identified above,
you’'re going to have

of executing the functional strategies because
placing the right talent in the right performance
conditions is key to achieving your 2016 goals

my

There will be winners and there will be losers.
Which are you going to be? 5

Her e’ s prediction
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“One of the first things
people learn about sales
is that you need to start
with your circle of in-
fluence, that is, your
family and friends. “
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BUILDING A PROFITABLE CUSTOMER BASE

After the euphoria of owning your own
business and working on your own terms
comes the sudden realization that you
need to grow your customer base; not
just a usual one but a base that will en-
sure that your business is profitable in
the long run.

A lot of new small business owners or
existing ones find this part of managing
the business very challenging so we sug-
gest a couple of helpful tips that will
guide you through this important busi-
ness stage/phase.

Focus on your identified target market

When you came up with an idea of own-
ing your own small business, you would
have identified a particular need that you
want to attend to, a solution to a particu-
|l ar target’'s proble
your profitable business, your marketing
should be tailored to where you can
meet these people, their interests, and
their dislikes.

Don’ t |l ose sight of

In targeting the audience, there are also
influencers; these group of people influ-
ence decisions made by your target au-
dience. Women may not be the main
target for a car website, but an intelligent
business will realize that a lot of these
women have a hand or two in the pur-
chase of cars in an average home. So
the women in this case cannot be ig-
nored.

Also worthy of note is the ads for chil-
dren products where children are tar-
geted, not because they have the pur-
chasing power, but because they have
the power to convince their parents to
buy these products.

Attend Networking events

A lot of organizations are organizing free
events for small business owners to
meet prospective clients, so search for

these events/seminars/workshop around your
vicinity and attend.

Leverage on Word of Mouth

One of the first things people learn about sales
is that you need to start with your circle of influ-
ence, that is, your family and friends. So how
many people have you told about your brand
and what peculiar services you offer? In your
place of worship, do people know about your
services/products? After speaking to them
about your product/service and they have no
immediate need for it, then ask for referral to
someone they feel will buy into your idea. You
can give them call cards/fliers to give to their
own circle of influence hence expanding your
possible customer base!

Deliver on your promise

Don’ t underesti mate t
mouth and reviews especially at this internet
age where clients can easily go online to search
for past user experience before buying into your
services/products. So if you are a small online
shoe business owner and you promise your
client quality and timely delivery, please make
sure you meet the deadline. If however you
have issues beyond your control that will not
allow you deliver on the promise, it is advisable
that you call up the client and strike out a deal
with them.

Remember, bad news travel fast!
Go social

Social media platforms are one of the cheapest
means of building customer base, starting from
building your likes, followers and circles. The
social functionalities that enable people to
share content will also be a bonus to your brand
if you have quality and interesting content. For
example, social media competitions where peo-
ple are asked to perform certain action to win
something sometimes garner lots of reach and
engagement.

The number of possible audience on the major
social media platforms cannot be ignored so if
you want to build a customer base, go social.
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d am driven by two main
philosophies: know more
today about the world
than I knew yesterday and
lessen the suffering of
others. You would be
surprised how far that
gets you.”

- Neil deGrasse Tyson

QUIZ OF THE MONTH (Answers in the January 2016 edition of the Newsletter.)

1. Disposable income is gross income minus income tax on that income.
A. True b. False

2. What is your pay referred to after tax and deductions
a. Gross b. Net c. Pocket Money d. Wages

3. Your income after subtracting taxes and normal expenses (such as rent, food, car insurance
and maintenance) to maintain a certain standard of living is referred to

a. Investment Income b. Interest Income

c. Discretionary Income d. Passive Income

4. Planning your personal expenses based on your revenue inflows is called:
a. Tax planning b. Budgeting
c. Investing d. Financing

5. As a general rule, the riskier an investment, the higher the potential return
a. True b. False

6. A professionally managed form of collective investments that pools money from many investors
and invest it in stocks, bonds, short term money market instruments, and/securities is referred to
as:

a. Mutual funds b. Real Estate Investment Trust

c. Investment Club d. Diversification Funds

7. Which is the safest form of investing extra money that you have?

a. Individual Stocks b. Bank fixed deposit
¢. Mutual funds d. Hedge Funds
8. Which of the following saves time?
a. Procrastination b. Leaving tasks unfinished
c. Inability to say no d. Delegation of tasks

- Quiz culled from: www.myownbusiness.org/quiz

Answers for November 2015 Quiz
1. A 2. A 3.E 4.B

5.D 6. A 7.E 8. A

@ Send your comments and contributions to: newsletter@beckleyconsulting.com

ABOUT BECKLEY CONSULTING: Our main objective for be-
Click here to subscribe ing in business is to stimulate the emergence of effectively
managed Micro, Small and Medium Enterprises (MSMEs), and
provide them with professional support services in accounting,
http:/ /beckleyconsulting.com/ marketing, human resources, taxation and legal services

subscribe

Or Visit:

We believe in mindset change for the typical entrepreneur,
through training/workshop and information sharing, to imbibe
the discipline and commitment required to manage a small busi-
info@beckleyconsulting.com ness successfully, including keeping appropriate accounting

www.beckleyconsulting.com records and complying with statutory requirements. |;|
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