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CHAPTER TWENTY – TWO 

Taxation of Religious Bodies in Nigeria 

By  

Oladoyin Awoyale* and Olufemi Abifarin* 

Introduction 

 The issue of taxation of religious bodies in Nigeria which 
has generated serious controversy will be discussed in this 
chapter. We shall approach it in two ways. Firstly we shall 

consider the church/mosque workers, pastors, imams etc. and 
secondly we shall discuss the church/mosque as a corporate body.  

 There is no where in the law where the pastors or church 
workers or employees of the church are exempted from tax. In 
fact, they are constitutionally enjoined to declare their income 

honestly and pay their taxes promptly in section 24 (f) of the 1999 
constitution. 

 They are legally entitled to the protection of the law as 
regard imposition of arbitrary tax by raising objection promptly as 
provided by the law.19 They are also entitled to personal relief in 

form of personal allowances, dependent relative allowance  and 
life assurance relief which is now replaced with consolidated 

allowance of N 200,000 and 20 percent of gross income and 1 
percent which ever is higher.20 
 

Religious Obligation and Injunction to Pay Tax 

 In the New Testament, Jesus Christ approved of taxes as 

stated – Give unto Ceasar what is Ceasar‟s.21 Biblical principle. 
Christians and pastors are also enjoined to give to everyone what 
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you owe him. If you owe taxes, pay taxes, if revenue, then 
revenue, if respect, then respect, if honour, then honour. 22 
 Everyone ought to submit himself to the governing 

authorities for there is no authority except which God has 
established.23 Government is therefore of God. This is also why 

you pay taxes, for the authorities are God‟s servants who give 
their full time to governing.24 
 Just as it is obligatory for a church member to pay tithe, so 

also it is obligatory for a pastor or church employee to pay tax.  
 Tithe is a moral and religious obligation in that there is no 

sanction by the church for not paying but tax is a legal obligation 
since the state has an enabling law and the law provides sanction 
for violators of tax law. The fact that all state governments in 

Nigeria have glossed over this matter for long does not divest 
from the state the power to collect the tax from the pastors and 

church employees or Imams and mosque employees, or shrine 
employees. 
 Any Pastor, Imam, church or mosque‟s employee who 

refuses to pay tax is a rebel.25 
Imams, Alfas, Uztas and Mosque Employees and Payment of 

Personal Income Tax 

 From the perspective of Islamic law, payment of taxes by 
those who have the means is an integral part of normal services to 

Allah (Ibadah). Tax is therefore one of the divine rights which 
regulates the relationship between Allah and the individual human 

being on the one hand and the individuals interse on the other 
hand.26 
 While the Quran establishes zakat and other forms of 

taxes, the sunnah provides comprehensive formula for payment of 
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taxes.27 Similarly, the state may impose other taxes so as to cater 
for possible exigencies or even calamities. Both the Quran and the 
sunnah command Muslims to pay taxes and they prescribe divine 

punishment for every defaulter i.e. any person who has wealth and 
refuses to pay tax. That makes payment of tax realistic and 

superior to other legal and institutional framework under other 
system of law, which has no divine sanction and are mostly 
characterized by false declaration of assets or even outright 

evasion of tax.28 
 It is important to note that both the Quran and the sunnah 

did not exempt clerics and mosque workers from payment of tax. 
Therefore as much as Jamaa or muslim umma as a body in a 
mosque are not required to pay tax, the individual muslim who 

has a means of livelihood is required to pay tax. He may be an 
Alfa, Uztas, Islamic teacher, Islamic preacher, Imam, etc. as long 

as he earns his living from the vocation, he is under religious and 
constitutional obligation to pay tax in Nigeria. 29 
 

Tax as a Constitutional Obligation  
Section 24 (f) of the 1999 constitution enjoins all citizens 

of Nigeria to declare his/her income honestly, and pay his/her tax 
promptly. As an African, the African Charter provides that every 
individual has a duty to work to the best of his ability and 

competence and to pay taxes imposed by law in the interest of the 
society.30 While the protocol to African Charter on Human and 

people‟s Right provides that states shall ensure the equal 
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application of taxation laws to women and men in order to avoid 
tax discrimination against women folk.31 
 

Payment of tax by Church, Mosque or Charitable or 

Educational Bodies 

 Another important controversial issue on payment of tax in 
Nigeria is whether or not, the churches, mosques, charitable or 
educational institutions should pay tax as corporate bodies. The 

law as it is in Nigeria today does not impose any legal obligation 
on any church, mosque, charitable organization or educational 

institution to pay tax. 
 Section 19 of Personal Income Tax Act exempts income of 
any ecclesiastical, charitable or educational institution of a public 

character provided such is not derived from a trade or business 
carried on by such institution.  

 Even though ecclesiastical, charitable bodies and 
educational institutions are exempted from payment of tax under 
Personal Income Tax Act, the proviso to the Section provides – 

provided such is not derived from a trade or business carried on 
by such institution. This follows that where a church, mosque, 

charitable bodies or educational institution derives any income 
from a trade or business carried on by it, it must pay tax on 
income, profits or interest made from such trade, business or 

transactions. 
 The Act defines chargeable income to include gains or 

profits from any trade, business, profession or vocation from a 
source inside or outside Nigeria.32 By this definition, once a 
church or mosque is engaged in any form of trade or business any 

income from that trade is susceptible to tax.  
 From the position of the law in Nigeria, there is no way a 

church or mosque or charitable organization will pay tax except 
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the law is amended. This amendment could only be effected by 
the National Assembly and not any State House of Assembly. 
Since it is not desirable for churches and mosques to pay tax, an 

amendment is not yet necessary.  
 

Treatment of Churches, Mosques, Charitable Organization 

and Educational Institutions under the Companies Income 

Tax Act 

 To be chargeable to tax under the Companies Income Tax 
Act, the organization must be a company. A company is defined 

by the Act as any Company or Corporation (other than a 
corporation sole) established by or under any law in force in 
Nigeria or elsewhere, while a Nigerian Company means any 

company incorporated under the Companies and Allied Matters 
Act or by enactment replaced by that Act.33 

 Under the Companies Income Tax Act, churches, mosques 
(regarded as ecclesiastical bodies) charitable organizations and 
educational institutions are not treated as companies because they 

are not registered under pat A of the Companies and Allied 
Matters Act but part C of the Act.  

 Any organization registered in part C of the Act is 
regarded as either an ecclesiastical body, charitable organization 
or educational institution which is formed not to make profit or to 

engage in trade or business but religious, educational and 
charitable activities. So also is any association formed to promote 

sports. 
 Since these bodies and organizations are formed not to 
make profit but to carry out religious, charitable and educational 

activities, there is no legal justification for them to pay tax.  
 In order to encourage and promote such bodies or 

organizations, the Act went further to declare any donation made 
to them in cash or in kind in order to assist them to carry out their 
objectives as tax deductible. That is, any company registered in 
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Nigeria or elsewhere who donated to these bodies or organizations 
in cash or in kind will have that donation discounted in its favour 
when computing its tax liability for that year provided that the 

donation made to the ecclesiastical body, charitable organization 
or educational institution is not more than 15 percent of the total 

profits of the donor company or 25 percent of the tax payable in 
year of donation whichever is higher.34 Companies‟ Income tax is 
collectable by the Federal Inland Revenue Service and it goes into 

the Federation Account. 
 By and large, Nigerian tax law has given adequate 

protection to churches, mosques, charitable organizations i.e. 
Non-Governmental Organizations also known as Civil Societies.  
 They are not required to pay tax and nobody is demanding 

tax from them but from their workers, employees, servants, 
businesses and trade and any profit made therefrom. This is not 

only logical but equitable. This is not peculiar to Nigeria, that is, 
the practice all over the civilized world.  
WHO HAS POWER TO LEGISLATE ON INCOME TAX? 

 Nigeria, being a federation, it is pertinent to glean through 
our laws in order to know which of the tiers of government has 

power to legislate on income tax especially in controversial 
circumstances of this nature.  
Legislative Power of the National Assembly 

 Section 4 (1) of the Constitution provides that the 
legislative power of the Federal Republic of Nigeria shall be 

vested in a National Assembly for the federation which shall 
consist of a Senate and a House of Representatives. The National 
Assembly shall have power to make laws for the peace, order and 

good government of the federation or any part thereof with respect 
to any matter included in the exclusive legislative list set out in 

Part II of the First Schedule to this Constitution.35 The power of 
the National Assembly to make law for peace, order and good 
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government of the federation with respect to any matter included 
in the exclusive legislative list shall save as otherwise provided in 
the Constitution to the exclusion of the Houses of Assembly of 

States.36 In addition and without prejudice to the powers conferred 
by subsection 2 of this section, the National Assembly shall have 

power to make laws with respect to the following matters; that is 
to say: 

a. Any matter in the concurrent legislative list set out in the 

first column of Part II of the Second Schedule to this 
Constitution to the extent prescribed in the seonc dolumn 

opposite thereto, and 
b. Any matter with respect to which it is empowered to make 

laws in accordance with the provisions of this 

Constitution.37 
If any law enacted by the House of Assembly of a state is 

inconsistent with any law validly made by the National Assembly, 
the law made by the National Assembly shall prevail and that 
other law shall to the extent of the inconsistency be void.38 

Legislative Power of the House of Assembly 

 Section 4 (6) went further to state that the legislative 

power of a state of the federation shall be vested in the House of 
Assembly of the state. 
 The House of Assembly of a state shall have power to 

make laws for the peace, order and good government of a state or 
any part thereof with respect to the following matters, that is to 

say: - 
a. Any matter not included in the exclusive legislative list set 

out in Part I of the Second Schedule in this Constitution; 

b. Any matter included in the concurrent legislative list set 
out in first column of Part II of the Second Schedule to this 

                                                 
36

 Section 4 (3). 
37

 Section 4 (4). 
38

 Section 4 (5). 



 383 

Constitution to the extent prescribed in the second column 
opposite thereto; and 

c. Any matter with respect to which it is empowered to make 

laws in accordance with the provisions of this 
Constitution.39 

In order to preserve the power of courts and tribunals in their duty 
to interpret laws, the Constitution went further to state that save as 
otherwise provided by the Constitution, the exercise of legislative 

powers by the National Assembly or by a House of Assembly 
shall be subject to the jurisdiction of courts of law and of judicial 

tribunals established by law, and accordingly the National 
Assembly or a House of Assembly of any state shall not enact any 
established by law.40 

 From the above constitutional provisions, it is clear that it 
is the National Assembly that can make laws on taxation of 

income, profits and capital gains except as otherwise prescribed 
by the Constitution.41 Whereas the House of Assembly of a state 
can make law on collection of taxes i.e. capital gains, income or 

profits of persons other than companies.42 The Constitution 
further gave the National Assembly power to vest in states power 

to administer the law imposing tax on income and profits to avoid 
payment of multiple taxes.43 The House of Assembly can also 
make law to empower the local government to administer the tax 

law in such a way that a person will not be liable to pay multiple 
taxes in respect of the same matter.44 

 Although it is the National Assembly that has power to 
make law in respect of imposition of personal income tax on 
individual, it is the state government that collects personal income 
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tax, while the federal government collects companies‟ income 
tax.45 
 From the above analysis, it is crystal clear that Lagos state 

government or any other state government cannot impose personal 
income tax on the churches, mosques, charitable organizations 

and educational institutions because a state does not have the 
legislative competence to do so under our laws. A state cannot 
also make any law that will impose tax on individual, if any such 

law was made by any state, in so far as it conflicts with the 
Personal Income Tax Act, it shall be void to the extent of its 

inconsistency, by virtue of Section 4 (5) of the 1999 Constitution.  
 The Personal Income Tax Act which is an Act of the 
National Assembly made pursuant to Section 4 (1) – (3) of the 

Constitution, gave limited jurisdiction to state to legislate and 
impose tax on community income, family income, trustees, 

executors and settlements but not personal income tax. Under the 
Personal Income Tax Act, it is the State Internal Revenue Board 
that collects personal income tax for the benefit and utilization of 

the state. Sections 2 (4) and 2 (6) of Personal Tax Act that confers 
limited jurisdiction on the state to legislate on community income, 

family income and trustees executors and settlement tax can 
arguably be said to be unconstitutional in so far as it derogates or 
inconsistent with Item 59 of Part I of the Second Schedule to the 

Constitution. Although no state has legislated on these issues 
except Lagos state which enacted Personal Income Tax law of 

Lagos state and imposed family income tax in Section 13 (b). 
Modus Operandi Recommended for Collection of the Tax 

 The recommended modus operandi for collection of this 

tax from the employees of the various religious bodies should be 
by pay as you earn. (PAYE) pay as you earn is a scheme whereby 

personal income tax on wages and salaries in the relevant tax year 
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is collected by deduction of same at source by directed employers 
on behalf of state tax authorities.  
 To make this procedure easy for the tax authority, the local 

government must be sensitized to wake up to its responsibility by 
registering and issuing permit to churches, mosques or shrines 

operating within its jurisdiction.46 By collaboration between states 
and local governments throughout Nigeria, the state tax authority 
will rely on the registers of the local governments of religious 

bodies operating within their jurisdiction and the number of its 
employees and workers. The tax raised from this section of the 

society will be sizeable and it will enable the states to deliver 
more dividends of democracy to the people.  
Conclusion 

 It has been shown to the general public in this paper that 
pastors, imams including herbalists (Baba Alawo), diviners, 

prophets, etc: are not exempted from paying tax in Nigeria and 
that churches, mosques and charitable organizations are exempted 
from paying tax except when they engage in trade or business. 

These leaders should be honest in furnishing the tax authorities 
with the list of their pastors and workers because they preach 

honesty, they should also declare the profit from their trades like 
sales of CD, tapes, books and others, or rents collected from 
buildings and shops for rentage as was held in Methodist church 

trustee and others v FBIR 47 that collection of rents from shops 
built by Methodist Church in Lagos is a profit from a trade which 

is subject to tax.  
 To collect this tax from the Pastors, Imams, Alfas, diviners 
and prophets, direct assessment of these people is necessary. 

Therefore, appropriate tax authorities in each state should compile 

                                                 
46

 See Item 19 Schedule I Taxes and Levies (Approved list for collection) Act 

1998 which gives local government power to grant religious places 

establishment permit and collect permit fees. 
47

 Item 19 Schedule I Taxes and Levies approved list for collection Act Cap 

laws of the federat ion 2004. 



 386 

the list of all churches, mosques, shrines, etc. within its 
jurisdictions. As a matter of fact, it is part of the responsibility of 
local government to register and permit religious establishments 

in Nigeria48. Although, local government has failed to perform 
this statutory role. They should also compile the lists of General 

Overseers, General Superintendents, Pastors, Bishops, Prophets, 
Alfas, Imams etc. for the purpose of giving them tax Personal 
Identification Number (PIN) and this should be computerized to 

make it easy to access them for tax purposes. If the government 
cannot take the bull by the horn, this should be contracted out to 

tax consultants. 
 It has been an oversight or gross omission due to 
negligence on the part of the states to have neglected this sizeable 

part of the public in tax collection. However, it is better late than 
never. Lagos State Government has taken the bull by the horn, it 

should not be blackmailed to soft-pedal on this issue. Other states 
should join so as to boost their internally generated revenue. 
 This opportunity will be used to call on Pastors, Imams, 

Alfas, Prophet, diviners, seers, herbalist (Baba Alawo) to see 
payment of tax not as punishment or burden but as a civic 

obligation and responsibility which is religious by right and legal. 
This issue of not paying tax is not peculiar to the Pastors, Imams, 
Alfas, prophets, diviners, seers and herbalists (Baba Alawos) 

alone, the informal sector consisting of artisans, are also involved. 
There should be a general re-orientation of the public on the need 

to pay tax as good citizens. The government should also utilize the 
proceeds of tax to the benefit of the citizenry by provision of 
social infrastructure and amenities. Government should also be 

transparent and accountable to the people. This will not only 
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improve revenue from tax, it will also encourage voluntary tax 
compliance. 
 

 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


