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TAX EXEMPTION: A COMPARATIVE TREATMISIN Il; ?(ETWEEN
NIGERIA AND THE UNITED KINGDOM (U.K)
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LL.B, (Ilorin), BL Student of Unilorin Post Graduate School, Ilorin Kwara State.
08061657374, mah moudesq/@yahoo.com

And

OLAREWAJU TEMITAYO

LL.B. (Ilorin), BL, DRS (Settlement House, Abuja) 08160075278,
tayosuper(@yahoo.com

ABSTRACT

This paper examines the tax exemption laws in Nigeria and the U.K with a view to making a
comparative treatment of them. In achieving this aim, the paper looks into the definition,
jurisprudence and nature of tax exemption in both jurisdictions. The Paper then goes on to
draw out some of the Similarities and Differences which include issues on Local Content tax
exemption, Charitable tax exemption as well as differences in provisions on issues like
Exemption tax for the elderly. The paper then recommends amendments of tax laws to

include detailed provisions in the UK pertaining to community developments tax
exemptions and inclusion of Elderly tax exemptions in Nigeria

INTRODUCTION

A tax is a compulsory levy by government through its agencies on the income,
consumption and capital of its subjects. These levies are made on personal income such as

salaries, business profit, interest, dividend, discount or royalties to obtain revenue. It is
levied against company profit, petroleum profit, capital gains and capital transfer’.
Therefore, taxation is a compulsory payment or transfer of resources from private to public

sector levied on the basis of the determined criterion and without reference to SpeCi.ﬁC
benefits received in order to accomplish some of the nation’s economic and social objectives.

Taxation is primarily aimed at generating revenue for government in order to cater for 1ts
ExpEnc:TLi’c'l:lrE.2

The main tax laws in Nigeria today are Companies Tax, Personal Tax, Capital Gains

| ax, Petroleum Profit Tax, Capital Transfer Tax and, lately, Value Added Tax. Other sources
of tax law includes, the Constitution, court judgment, circular of

- . S ks | revenue officials, and
opinion of income tax experts, budget and pronouncement of relevant ministries etc.?

In the United Kingdom taxation involves payment to a minimum of two different

levels of government which are Her majesty’s Revenue and C
ust the
Central Government as well as the Loca Oms 8150 FENEE

| Government, The e
. : 'ax e
Central Government has its t sources are divided as th

axable jurisdiction from income tax, National Insurance

' Bello, T. ‘The role of taxation in Nigerian Economy (a case of
?rDjE_EL Department of Accounting BUK Kano, Nigeria, 2001

Kano State Board of Internal Revenue)’ MBA unPublishEd
A) Zakari, 1. A. "Corporate Tax Comphiance: A C

ase Study of Saudi Arabi
University of New Mexico’ 1995 | Arabia,
' Olokooba S.M, Olatoke J-_Uﬂ"‘ﬁbdlﬂ_“m}k F.F, Olatinwo K Y ‘Advocat:
Ecunnmically-lnduct:d Conflicts in Nigeria® International Journal ating For

_ Progressive Tax S i
Sung } ystem as a Panac
of Humanities and Social Science Vol. 3 No. 5: March 2013
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B o ig:eria can be defined as a Statutory exemption to
inome or corporation rather 1 ” a}'} N in this Case 1s not a mare absence of taxation on an
- phiisineey ‘S alorm of exception to a statutorily defined tax. It could be
m C a Certain item from a tax group like Churches and non profiting
orgﬂmf’ﬂﬁﬂn from the list of bodies eligible to pay tax or it could be inform reliefs such as
reduction of ta.x PHY?b}E upon the performance of a certain condition precedent.

Some jurisdictions ﬂﬂmf_Fﬂr a specific monetary reduction of the tax base, which
may be referred to as an exemption. For example, the U.S. Federal and many state tax
systems allow a deduction of a Sp

I oot i ecified dollar amount for each of several categories of
- ptions." Similar amo

_ . unts may be called "personal allowances." Some systems
may provide thresholds at which such exemptions or allowances are phased out or

ovide a potential taxpayer complete relief from tax, tax
at a reduced rate, or tax on only a portion of the items subject to tax. Examples include
exemption of charitable organisatio

ns from property taxes and income taxes, exemptions
provided to veterans, and exemptions under multi-jurisdictional principles.
There are several different approaches used in granting exemption
Different approaches may be used

jurisdictions.

to organizations.
~within a jurisdiction or especially within sub-

Some jurisdictions grant an overall exemption from taxation to organizations
meeting certain definitions. The United Kingdom, for example, provides an exemption from
rates (property taxes), and income taxes for entities governed by the Charities Law. This
overall exempton may be somewhat limited by limited scope for taxation by the
jurisdiction. Some jurisdictions may levy only a single type of tax exemption from only a
particular tax. Some jurisdictions-provide for exemption only from certain taxes. The United

States exempts certain organizations from Federal income taxes,3 but not from various
excise or most employment taxes®

JURISPRUDENCE OF TAX EXEMPTION IN THE CONTEMPORATY SOCIETY

The primary intent of tax is the fulfilment of a Social Contract theory to enforce the
protection of our public rights including right to preservation and public security. This is the
limit of relationship with man and his Government made even clearer by the apparent
preservation of Man's right to life, liberty and to own property as entrenched in primary
laws in virtually all States in the World. To this end, it is easy to unders;tar}d tax tizmwm pton
in its raw form not as some benefit derived from the Government but a right withheld by

~  our contract with the State to give only whatis due of us in relation to our public right.

JTohn Locke believed that Man did not surrender all their rights to one single
indivi rrendered only the right to preserve/maintain order and enforce the
el thE}" ?U oht to life, liberty and estate because these rights were considered
la‘i:u:flnatu;eﬁtea:zll;‘;g I:;thts of n:'ten. Tax exemptions such as Charitable and religious
Natural an

: g :ductions personal exemptions’  htp:/www _law.comell.edu
: wance of deductions for rsona v law.c -
' Legal In i Institute ‘Allo
formation

14 03 .
xt/26/151 last HCCESE:: Illﬂ;n]:;;:?]*nx Exemption of Charitable Organizations: Its History and Underlying Policy,"
Belknap, Chauncey, "The Federa

. P, s Comingission on Private Philanthvopy 'ubl warl
"IU.I.:} Ull '[il.'..: I{LM—"‘”LH ;";,.Ij'_iq,l.} l.ff I'J'rh. i / LAy 4§ i Licdii Ly h.f j‘l In'[ L ..I'H. Lidy,

1954, reprinted as pages 2025
Volume IV, 1977.
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: it ' f the
organisations, pension Scheme, Education and basic amenities ar? :;ihz ec:n = :,a:; EEYEI:S
which have not been surrendered to the State. This perception © r €s 1t

evident that the exemptions are rights and not privilege hence the necessity for- their
inclusion in the Tax laws.

NATURE OF EXEMPTION

Exempted Organisations

Tax exemption may be granted to some categf:)ries G.rganisaﬁons by l'.h.eir
Government. The exclusions may be restricted to entities having varl‘ous characteristics like
foreign investments being exempt to pay taX for the first year In scmjue States. Other
organisations that may be exempt from paying tax are Governm.ent agencies. Gﬂverr}ment
agencies are usually exempted from paying tax to itself or other tiers of Guverment: in the
case of multi-tier jurisdictions, this exemption generally extends to lower tier units and

across units. For example, state and local governments are not subject to Federal, state, or
local income taxes in the U.S, U.K and Nigeria.

Charitable and Religious Organisations

Many tax systems provide complete exemption from tax for recognized charitable
organizations. Such organizations may include religious organizations (temples, mosques,
churches, etc.), fraternal organizations (including social clubs), public charities (e.g.,

organizations serving homeless persons), or any of a broad variety of organizations
considered to serve public purposes.

The U.K and Nigerian Governments exempts from Federal and many state income
taxes the income of organizations that have qualified for such exemption. The UK generally

exempts public charities from business rates, corporation tax as well as income tax. This is
the same practice in Nigeria.

Recently however, Delegates to the Nigerian National Conference, 2014
overwhelmingly voted that religious bodies in the country should pay tax to the

government. Showing a shift in ideology as to charitable organisations. If the

recommendation is passed into law by the National Assembly, it means that churches and
mosques in the country will begin to pay tax to the coffers of the government.

Pension Schemes

Another area in which te?x exemption may occur are of entities organised to conduct
retirement investment and pension activities for employees of one or more employers or for
the benefit of employees. Some systems

also provide tax exemption for pensl
ersonal on
schemes g g

Exempt Individuals

Certain classes of persons may be granted a full oy partial tax ex ' ithin a
system. Common exemptions are for war Veterans, Imams and ‘Pa g e A
children where a certain amount deduction is grante
be a natural child, step-child, step-sibling, half-sibling
grandchild, and 1s usually under age 19, a hl“-linluj
needs).'® The exemption granted may depe
otherwise unrelated to the particular |

stors or taxpayers with
d for dependency. The dependent can
, adopted child, eligible foster child, or
student under age 24, or have spedﬂl
nd on multiple criteria, including criteria

ax. For examnle a we
ample, a p Operty tax exemption may be

¢ Olkasla Fabiyi & Friday Olokor -1[=uni'uh wants churches
201 4hlm:ffwww.num:'lmu_umnfuuws;f_{:tmhg,h_-\_'fi,imﬁ-_uh_l'l'ﬂ,_hi;-‘i- :

Im‘-':-n‘.[uus to

a o
MOSques-to-p pay tax

o Punch Ne May 28
4X=lax-2/ last accessed 9" June E'gﬁaper y
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. " 1h-dns LEdrmrl - P - . .
X€mpt individuals terq 2, \g less than a particular incom

Exempted Income
Most income tax Syster :

; NS exclude : : -

of tax payers. Such exc] Certain classes of Income from the taxable income base

usions ma ’
reliefs. Among the more commonly gx:lec;e;ermd to as exclusions or exemptions or even
uded i .
¢ Income earned outside the items are:

taxine juricedicw | s :
amount. & Jurisdiction. Such exclusions may be limited in

e Income consisting of compensation for loss.
» The value of property inherited or acquired by gift.

d.e from taxable Income, some items that the a State
reign Investment. Such exclusions o '

. . Po . . - : | I exem On: ]
be quite specific or verv general. p

Amon 7 5 .
g g the types O.f Income that may be included are classes of income earned in
specific areas, such as special economic zones,

e i enterprise zones, etc. These exemptions ma
be limited to specific industries such as Agricultural Companies in Nigeria. ; y

EXEMPTIONS OF CORPORATE INCOME TAX IN NIGERIA AND THE U.K
CORPORATE INCOME TAX IN THE U.K

Relief for trade losses against total profits

A company carrying on a trade in the United Kingdom and makes a loss in the trade

may make a claim for relief for the loss under the CTA. If the company makes a claim, the
relief is given by deducting the loss from the company’s total profits of the accounting
period.

The company may not make a claim if, in the loss-making period, the company
carries on the trade wholly outside the United Kingdom.”

i Relief for qualifying charitable donations

Qualifying charitable donations made by a company are allowed as deductions from
the company’s total profits in calculating the corporation Fax chargeable_- for an accounting
period. They are deducted from the company’s total profits for the period lafte_r any other
relief from corporation tax other than group relief. The amc:nun.t of the deduct&gn is limited to
the amount that reduces the company’s taxable total profits for the period. Except as
otherwise provided, a deduction is allowed ﬂnly_ in respect of qualifying charitable
donations made by the company in the accounting period concerned.®

Co ] ent Tax Relief | |
mmunity Investn‘.l lief (CITR), is entitlement to tax reductions in respect

Community investment tax reiie , X it i

of ' ted by companies in community development finance institutions.
O amounts investe {u h makes an investment in a body is eligible for CIIR in respect of
k. A COmP?nY ; {t::irne the investment is made the body is accredited as a community
d : mvestment- _— 'E titution the investment is a quulif}ring investment!?, It the investor
E:E JEe——nance I]ns t accounting period, the investor is entitled to a reduction in the

makes a claim for a relevan

7 , Tax Act (C.4)
. [ax Act (€
; Sﬂﬂlfun 37 Corporation Income Tax Act (c.4)
Section 189 Corporation Income ¥ .
i | Tax Act (¢4)
Section 218 Corporation Income

: .4
Section 219 Corporation Income Tax Act (€40
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' j t of that reductio
amount of its liability for corporation tax for that period. T?-En E;Iél;l:clt e 1:; iz:
the relevant accounting period is 5% of the invested amount1 P
the period!!

Negi s s 5 mis:c Eljzrnil?;:; lliizﬁlll;i IIEES;TII;ZSS" for the accounting period
he charitable company s ta _ : :

are the {ncoming resﬂurcespwh};ch are I'Equired to be taken 11150 ﬂﬁ“;:;;;ﬂb;a;::l::;g the
profits of, or losses made in, the period for any non ?)fem[;: trade ch g Chﬂﬁ}::;y
and the incoming resources which are recmpis arising from :;C oty a-r i G e
company’s “miscellaneous incoming resources f.ﬂr the accoun | g P e ming
resources which are required to be taken into account in calculating non-exempt
miscellaneous income Or non-exempt miscellaneous losses for the pe:l'lod. Non-exempt
Miccellaneous income means income OF gains chargeable to corporation tax under the
Corporation Tax Act. ‘ : " '

The requisite limit is 257% of the charitable company’s total mcnnurllzg resources for
the accounting period, but must not be less than £5,000 or more than £50,000.

Exemption for profits from fund-raising events

(1) The profits of a trade carried on by a charitable company are not taken intin account in
calculating total profits so far as they arise from an event that is VAT-exempt in relation to
the company, and are applied to charitable purposes or transferred to a charity.

The profits of a trade carried on by a body to which subsection applies are not taken
into account in calculating total profits so far as they arise from an event that is VAT-exempt
in relation to the body are applied to charitable purposes or transferred to a charity.!®

Exemption for profits from lotteries

The profits accruing to a charitable company from a lottery are not taken into
account in calculating total profits if conditions A and B of the Corporation Tax Act are met.

Condition A is that—

(a) the lottery is an exempt lottery within the meaning of the Gambling Act 2005 by virtue of
Part 1 or 4 of Schedule 11 to that Act, (b) the lottery is promoted in accordance with a lottery
operating licence within the meaning of Part 5 of the Gambling Act 2005, or (c) the lottery is
promoted and conducted in accordance with Article 133 or 135 of the Betting, Gaming,

_ &
Lut’ter}?s and Amusements (Northern Ireland) Order 1985 (S.I. 1985/1204 (N.I 11)).
Condition B is that the profits are applied to the purposes of the charitable company only.

Exemption for property income

i .P:GPETW Income tax exemption arises in respect of rents or other receipts from an
,Interest or right in or over land, and the estate, interest or rioht is vested in an person
fGI' Eharltable purpDSEE_lﬁ ' g 1 € y

Exemption for public revenue dividends

Public revenue dividends 3

. ds on securities whic :

taken into account in calculating togg] ch are in the name of trustees are not
applied only for the repair of a cathedra

fr‘f’fgs 50 far as the dividends are applicable and
for the purposes of divine worship. - college, church or chapel, or a building used only

"' Section 220 Corporation Income Tax Act (c.4)
l.l Section 482 Corporation Income Tax Act (c.4)
'* Section 483 Corporation Income Tax Act (c.4)

- Secuon 484 Corporauon Income lax Act (¢.4)
15 Gection 485 Corporation Income Tax Act (c.4)



®~... * Dividend distributed by Unit Trust.

Public revenye divideng
publiC revenue of the United i S mea_r_!% incq

by or on behalf of a Goyer
United Kingdom.16

CORPORATE INCOME TAX 1y —

Companies Tax Nigeria
Charge

of tax on il"ltEI'ESt r 10
Elﬂtl ]
: | f n to fﬂl’ElgI'l and

agricultural loans, and contain
Any foreign loan of an amount (or o

thanN150,000 is granted by g foreign Cumpaf an aggregate amount) which is not less

: : n :
business, profession or Vocation in Nigeria Y 10 any person Carrying on any trade,

: . for
profession or vocation, then any interest derjved the purposes of

Oy at trade, business,
: : e : y the foreign company from that loan
(bemg an interest which is derived Or deemed to be der; e 4 :

is not repayable by the borrower until after the o Nk S o

. €xpiration of a
years, commencing from the date on wh: :

Profits Exempted.

Exempted from income Taxes are;
* The profits of any company

being a statutory or registered friendly society, in so far
as such profits are not deri

ved from a trade or business carried on by such society;
The profits of any company being a co-operative society registered under any

enactment or law relating to co-operative societies, not being profits from any trade

or business carried on by that company other than co-operative activities solely
carried out with its members or from any share or other interest possessed by that
company in a trade or business in Nigeria carried on by some other persons or

authority;

The profits of any company engaged in ecclesiastical, charitable or education
activities of a public character in so far such profits are not derived from a trade or
business carried on by such company; * ‘ et

¢ The profits of any m)’mpany formed for the purpose of promoting 5pnrtlmg activities
whefe such profits are wholly expendable for such purpose, subject to such
conditions at the Board may prescribe;

: ' istered under the Trade Unions

: eing a trade union regis | _ |

; -;he Pl‘ﬂfltfﬁ iy c}?n;f;f?t}; ].:re Eot derived from a trade or business carried on by
ct in so far as suc

such trade union;

. ' ablished by or under any
ing a body corporate esta
* The profits of any company being

. g8 i State in Nigeria;
ict in force 1 any _ i, A
QR saent L 7 Edﬂrate being a purchasing authority _mmhlufht. d. h;, ,1[:
* The profits of anybody corf acquire any commodity for export from N.lht_rhlt 1;;.11:'[
g ’ . STW1S6 y z
enactment and EmPDWEEéi f‘er Sar pUrposes of {‘hl"’t‘-‘rt or otherwise) «
whethe
the purchase and sale

rnmmﬁdil'y;

c4) ,
:l.I Section 487 Corporation Income Tax Acl‘{ p. C21 L.E.N. 2004
‘ ' . Act CAF.
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_ : by the law of a §
corporation established by t bei ate f_‘:’f
The profits of any company or any ment of that State, no INg profits

ic develo .
the purpose of fostering the e‘cmnﬂmlc Fld o I];y that corporation or from' any share
derived from any trade or business carric a trade or business in Nigeria

oration 1n
or other interest possessed by that corp

carried on by some other person or at;lﬂ;ﬂr:yri]igeriﬂﬂ company which, but for the
: ther tha
Any profits of a company ©

lely of their being brought intq or

paragraph, would be chargeable to tax by reason SOI€ly
received in Nigeria; _ from a country outsig

d by a company e
Dividend, interest, regnt, i ?Dyélwﬂjezvg Gﬂfrernment approved channels. For the
Nigeria and brought into Nllgél'lﬂ rmi Ei t approved channels’, means the Cenfry|

f this subsection, "Gove i T

E:;i[};? ]f:ligeria any bank or other corporate bﬂdy‘ apPﬂmeg ;33’ ﬂ'l; Minister as
authorized dealer under the Foreign Exchange (Monitoring an 1scellaneous) Act
or any enactment replacing that Act; * | |
Lhe ijx};terest on deposit accounts of a foreign nﬂn-remde:nt COtpAtIYe prnw.ded- that
the deposits into the account are transfers wholly of foreign currencies to Nigeria on
or after 1st January 1990 through Government apprﬂve.-d ch‘ann.els; .
The interest on foreign currency domiciliary account in Nigeria accruing on or after
1st January 1990.

Dividend received from small companies in the manufacturing sector in the first five
years of their operation;

Dividend received from investments in wholly export oriented businesses;

The profits of any Nigerian company in respect of goods exported from Nigeria
provided that the proceeds from such eéxport are repatriated to Nigeria and are used
exclusively for the purchase of raw materials, plant, equipment and Spare parts;

The profits of a company whose supplies are exclusively inputs to the manufacturing
of products for export provided that the exporter shall give

Certificate of purchase of the inputs of the exportable goods to the seller of the
supplies power to exempt.18

Deductible Donations

or loss of any company for any period from any source
there shall be deducted the amoy

to the public funds, the statut
benevolent, educational and scien

The Companies Income Tax Act states that for the purpose of ascertaining the profits

chargeable with tax under the Act,
nt of any donation made foy that period by that Company

ory bodies and Institutions the ecclesiastical, charitable,
tific institutions, established in Nigerial?

Deduction for Research and Development

for thal year as

For the purpose of ascertaini

and develﬂpment.
any year of assessment shall not

the total profits of that company

any company for
per cent (10%) of
any deduction is made,

which is equal tq ten
ascertained before

" Section 23 Com
L Section 25 Com

panies Income Tax Ag CAP
panies Income Tax Actl CAP ¢



| ther .
for commercialization Organi

ation .
; shal] =on engaged et
expenchture for that purpo ZE’E allowed 50 %g ii_;_lﬂ research and Flevelnpment act:wﬂ;es
Tpose. estment tax credit on their qualifying

No Electricity - 50%
No water - 30%

No tarred road - 15%
No Telephone - 5%21
Tourism by Hotels

25% of lfIr'lCGmES n cofwertible currencies derived from tourists by a hotel shall be
exempt from tax provided that such income is put in a reserved fund to be utilized

within ﬁve years for the building expansion of new hotels, conference centres and
new facilities for the purpose of tourism development.22

Local Content exemption

A company which engages wholly in the fabrication of spare parts, tools and
equipment for local consumption and export shall be allowed 25% investment tax credit on
its qualifying capital expenditure. A company which purchases a locally manufactured

plant, machinery or equipment for use in its business shall be allowed 15% investment tax
credit on such fixed asset bought for use.

Relief from the tax |

Every Nigerian company shall be entitled to relief from the tax shall be given at a
rate equal to the full rate of tax upon the first N6,000 of the tntall profits of suﬁch a company:
Provided that where the Board is of opinion that any ﬂl;emunerahm} chargeq m.the Ellc;ﬂuntt;

] ¢ anv director's services to the company is excessive in relation

{tli:s;oﬂ:rz::e}; 1; r:;i:h?re ﬂf extent of the trade or business lcarried on, it may diIECfti that
the whole or any part of that remuneration be treated as forming p;rt of t?lis t?talbepml'etf- :jt
the company for the purpose of determining the amount by which the profits to be reli

of tax shall be reduced?

. 1
= » 21 L.FN.200
Section 26 Companies Income Tax Acl Ei;} c21 LEN. 2004
*' Section 34 Companies Incomeé Tax Act APp. C21 | F.N. 2004
2 : it e Tax Acl CAr. F.N. 2004
Section 37 Companies Incom « Act CAP. C21 L.

Section 42 Companies Income Ta
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UK
EXEMPTION OF PERSONAL INCOME TAX IN NIGERIA AND THE

INCOME TAX EXEMPTION IN THE U.K
DEDUCTIONS AND ALLOWANCES

Deductions 93 The Income Tax Act of the UK makes the following exclusiong
permissible to tax payers.

(a) the amount of the tenths and first fruits, duﬁF:!S.- .and ecclesiastical d?ersotis. fees on
presentations paid by any ecclesiastical person within the year preceding the year of
assessment,

(b) the amount paid for procurations and synodals by ecclesiastical persons on an average of
seven years preceding the year of assessment

(c) the amount expended during the year preceding the year of assessment on repairs .of any
collegiate church or chapel, or any chancel of a church, or of any college or hall in any

university of the United Kingdom, by any ecclesiastical or collegiate body, rector, vicar, or
other person bound to repair the same.

(2) The allowances granted under this section may be granted to the body or person therein

described in one sum, either by deduction from the assessment, if any, on such body or
person, or by repayment?

Exemptions on Land

The amount of any assessment on lands inclusive of the farmhouse and other
buildings (if any) shall, for the purposes of collection, be reduced by a sum equal to one-
eighth part thereof. Where the amount of the assessment is more than one-eighth below the

rent, after deducting from such rent any outgoing which should by law be deducted in
making the assessment.®

The amount allowance of an assessment upon any house or building (except a
farmhouse or building) shall, for the purposes of collection, be reduced on buildings where
the owner is occupier or chargeable as landlord, or where a tenant is occupier and the
landlord has undertaken to bear the cost of repairs, by a sum equal to the amount of the
authorised reduction hereinafter mentioned and where a tenant is occupier and has

undertaken to bear the cost of repairs, by such a sum, not exceeding the amount of the

authorised reduction, as may be necessary to reduce the amount of the assessment to the
amount of rent payable by him.26

Income not exceeding 135 pounds

If the claimant proves that his total income does from, and not exceed one hundred
and thirty-five pounds, he shall be, entitled to exemption from income tax.

If the claimant, not being exempt as aforesaid, proves that his total income is less

than one hundred and sixty pounds, he shall be entitled to have the amount of income tax
payable in respect of his total income, exceed a sum equal

to three- b
which his total income exceeds one hundred and thirty‘.:.lﬁve ree-IEnuE of T

pounds, reduced to that sum. %
Maintenance of Spouse

The claimant shall be entitled if he prove
wife living with him or that his wife

s that for the year of assessment he has his
assessment, and that he is not entitled i

1S wholly maintained by him during the year of
! computing the amount of his income for that year

* Gection 93 Income Tax Act 1952 ¢.3
> Gection 99 Income Tax Act 1952 ¢.3
¢ Section 100 Income Tax Act 1952 ¢.3
2T Qection 209 Income Tax Act 1952 ¢.3
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uction from tl;el ;‘ﬁln respect of the sums paid for the

Imﬂ.mt of income tax with which he is

Exemptions for the Elqe tly red and ninety pounds?

The claimant shall p

income tax with which A . rmed ; th

_ : Income the amount of

fifth of the amount of his ea 4g€ tax at the standard rate on one-

Proves that at any ti,rn . ﬂl?l ﬂiﬂ‘;ur hundred pounds, whichever is

man, his wife living with }le N the year of assessment either he

income for the yeay of M was of the age of sixty-five years or
y O assessment does not exceed five hundred

on :
from the amount of income tax with which he is

% ‘e amount of that income.2?
ving at any time within the year of assessment

of sixte : .
at the commencement of that year, i €n years or who, if over the age of sixteen years

IS receivi T : . ; .
cnllege, school or other educational es : eiving full-time Instruction at any urnuversity,

. : . : ’ , subject to the provisions of thi
and the next fD_HGng section, be entitled in respect of each subc]h child to I:: deduction f :
the amount of income tax with which ol P

he is chargeable
seventy pounds. In this provision, " : equal to tax at the standard rate on

child " includes a ste child and illeeiti :
whose parents have married each other after his birth 3 & e

If the claimant proves that for the year of assessment he has the custody of and
maintains at his own expense any child who is under the age of sixteen years at the
CDIIIIHEHCEFHEHt U‘f t.hat year, or who, if over the age of sixteen years at the commencement of
that year, is receiving such full-time instruction as aforesaid, and that neither he nor any
other individual is entitled to relief in respect of the same child or, if any other individual is
entitled to such relief, that that other individual has relinquished his claim thereto, he shall
be entitled in respect of the child to the same relief as if the child were a child of his.*!

If the claimant proves that he is a widower and that for the year of assessment a
person, being a female relative of his or of his deceased wife, is resident with him for the
purpose of having the charge and care of any child of his or in the capacity of a housekeeper,
or that he has no female relative of his own or of his deceased wife who is able and willing to
take such charge or act in such capacity and that hff: has employed some other female pers::::t;:
for the purpose, he shall, be entitled to a deduction from th‘t'e'.+ amount nf‘mmme taxfw.E '
which he is chargeable equal to tax at the standard 1jate on fifty pﬂunc;s in ;EE%HEFt 0 . ﬂn
female relative or female person Provided thzt‘ ng rEili S;atlilﬂ 2‘3 iﬂﬂ::leiefuii :SpejtSZ? foe

- ' individual 1
1f.1nless e .;:launﬂl":llt prﬂc::ﬁ'r:;?;;; z?telzs Part of this Act or, if any other indixiridual is SO
EIHIHIE fintre unc = : P idual has relinquished his claim thereto and no r+ehef sball be
entitled, that the other individua le relative is a married woman living with her
R mnder this SECTI‘:H Wherzeﬁljci?;a; :ax shall be allowéd under this section to any
husband and not more than one

claimant for any year.*

If the claimant proves

e e tive
being a relative of his or of his .WIfE :hll;{;i :.fi
from maintaining himself, or his Of ¥

upwards and that his tota]

{ he maintains at his own Dependent expense any person,
1 - W - =i r
- s. is incapacitated by old age or mnfirmuty
dowed mother, whether incapacitated or

——

*® Section 210 Income Tax Act I‘)g% Eg

* Section 211 Income Tax Act 1951 ;;F3

?1] Section 212 Income Tax Acl 1952 c.
1hid

7 ¢.3
% Section 214 Income Tax Act 1994 €
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ne hundred and thirty poyp
not, and being a person whose total income does not exceed O poundg

» whom he so maintains, to a deductjop,

a year, he shall be entitled, in respect of each perso hargeable -cont. - equal to tax at the
from the amount of income tax*with WhiCh_ e Cse ff any person so maintained whoge
standard rate on fifty pounds : Provided thatin th? Caubsection shall have effect with the
total income exceeds eighty pounds a year, this S to fifty pounds diminished by the
substitution for the reference to fifty pounds of a reference
amount of the excess.?? _ d Allowances for thirty-seven

Notwithstanding anything in section One 1‘11111‘1311‘1-3'13_1 an ok i ;
of this Act, where a pfrsar?’ carr%ring on a trade expendll‘ure on sc;ﬁn;?:terc?s::l;};tu:gs
expenditure not of a capital nature on scientific re§earch not resezll' i ade
and directly undertaken of a capital by him or on his behalf or r'la I: - pay }dfs‘:um to
any scientific research association for payments to rese:arch the time Cemg e:tlpprove- o t'he
purposes of this associations, section by the appropriate R:esearch —ouncil or universities
being an association which has as its object etc. the undertaking of scientific research related
to the class of trade to which the trade he is carrying on belongs or pays i - to be used
for such scientific research to any Allowances for capital expendil‘u.re on SleE:ntlﬁc reseali'ch. a
deduction equal to one-fifth of the expenditure shall be allowed lnicharglflg the pruflts. or
gains of the trade for each of the five years of assessment menhcrm?d ln.the following
provisions of this section Provided that, in relation to any such expenditure incurred on or
after the sixth day of April, nineteen hundred and forty-nine, the deduction shall be, in the
first of the said five years of assessment, equal to three-fifths of the expenditure, and, in each
of the remaining four of the said five years, equal to one-tenth of the expenditure.

If the expenditure is incurred before the end of the year of assessment in which the
trade was set up and commenced, the five years shall be that and the next four years of
assessment.

It the expenditure is incurred after the end of the year of assessment in which the

trade was set up and commenced but not later than twelve months from the set
commencement of the trade, the five years

that in which the trade was set up and comm

ing up and
shall be the year of assessment next following
enced and the next four years of assessment.

If the expenditure is incurred after twelve months from the seting up and
commencement of the trade, and during

the basis year for any year of assessment, the five
years shall be that and the next four years of assessment34.

INCOME TAX IN NIGERIA

For the purpose of ascertain the Income or loss
any source chargeable with the.tax under this Act
expenses, or any part thereof, wholly,

of an individual for any period from
there shall be deducted all outgoing

during the period and ultimately b bextilluswelys necessarily and reasonably incurred
orne ' 11 . : ;
including- y that individual in the production of the income,
1. Sum payable by way of interes
: E erest on monev haor : _ , :

acquiring the income: y borrowed and employed as capital in

2. Interest on loans for develoni
VEIOPING an owner-oc T: : g

L Rent for the period, and Premiums the el e restdential house;

liahility for which w

period, payable in re : budlAs
Ol uuln'hng OCcupie

spect of land
the income; and

as incurred during that
d for the purpose of acquiring

* Section 216 Income Tax Act 1952 c,3
" Section 335 Income Tax Act 1952 ¢ 3
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: Inc Premiseg; .
utensil or artic]. Ome, or for th €8, 'plants, machine

ry or fixtures employed
SO E@Plﬂ}’ed € TEHEWE\L repair S

or alteration of any implement,

w
provided that- e and Payable prio

AI ® P L]
here In Ell'l) permd, ad dEdUCﬁDn d
W under t

articul ! '
Pf E ar debt, and , deduction b his Paragraph is to be made as respect any
O elsame debt, the aPPTGpriat:s In any previous period been allowed in respect
made in the period in question reduction shall be made in the deduction to be

respect of which a deduction is

Bl claimed either were
€, business, profession or voca

tion in the income of

r

and any contribution, other than a penalty, made under the provision of any Act

establishing the Nigeria Social Insurance Trust Fund or other retirement benefits scheme
for employees throughout Nigeria;

A contribution to a pension, provident or other retirement benefits fund, society or
scheme approved by the Board, subject to the provisions of the Fourth Schedule to this
Act and such conditions as the Board in its absolute discretion may prescribe;

provided that where the instruments establishing in Nigeria any such fund, society or
scheme contain interalia a general power or duty of the trustees or managers thereof to
invest the money of the fund, society or scheme, and on the first day of any year of
assessment in the case of a fund, society or scheme deemed to have been approved
under the provisions of this Act, less than thirty-three and one third percent of all
moneys which are so invested is invested in securities issued by or under the authority
of any Government in Nigeria or in the case of a fund, society or scheme approved under
the Provisions of this section, less than 50% of all moneys which are SO inlvest_ed is
invested In securities issued by or under the auth.ﬂrity of any Government in Nigeria the
deemed approval or approval of such fund, 50c1::ty or scheme shall have no effect for
i puIpose c!f o AEt . ;h ;;g:a;s:;ississjgésiﬂn or vocation, any expenses or part
e P R i t‘]J-er eriod I(whether the liabilities was met during that or any
R e E; 1 d exclusively for the purpose of the trade, business,
prévious period) wholly an

. unless those expenses are Or the same part thereof is dE‘dl‘:lE‘tE‘lblE'
professmn or vocation 4 under the fﬂrgﬂing prﬂvisinn of this section, and for the
0

for that or any other perl . curred during a period shall be treated as having

- expense 1 s :
purpose of this paratﬁfiph;;;d It:::;:. the extent that it 1s not specifically referable to the
been incurred for that p

income of any other period
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9.  Any expenses which are proved to the satisfaction of the relevant tax au"hﬁﬁt}’ to have

been incurred by the individual on research for the period i;f'ucluc!jng the amount of levy
paid by him under the National Agency (or Science and Engineering Infrastructure Act 3

SIMILARITIES OF TAX EXEMPTIONS IN BOTH THE U.K AND NIGERIA

Both jurisdiction make provisions for community investment reliefs. |

The Companies income tax act states thﬂt. ?vhere a company Incurs capital
expenditure on the provisions of facilities such as electricity, water, tarnfzd road or telephone,
for the purposes of a trade or business which is located at least 20 kilometres away from
such facilities, provided by the Government there shall be allowed to sud} company an
allowance®. On the other part, the U.K Corporate Tax Act states that commurut){ investment
tax relief (CITR), is entitlement to tax reductions in respect of amounts invested by
companies in community development finance institutions.?” It further states that a company
which makes an investment in a body is eligible for CITR in respect of the investment if at
the time the investment is made the body is accredited as a community development finance
institution the investment is a qualifying investment3. If the investor makes a claim for a
relevant accounting period, the investor is entitled to a reduction in the amount of its
liability for corporation tax for that period. The amount of that reduction for the relevant
accounting period is 5% of the invested amount in respect of the investment for the period*

Another similarity of both Jurisdiction is on exemptions of Charitable donations. The
CIT states that Qualifying charitable donations made by a company are allowed as
deductions from the company’s total profits in calculating the corporation tax chargeable for
an accounting period. They are deducted from the company’s total profits for the period
after any other relief from corporation tax other than group relief. The amount of the
deduction is limited to the amount that reduces the company’s taxable total profits for the
period. Except as otherwise provided, a deduction is allowed only in respect of qualifying

charitable donations made by the company in the accounting period concerned.*’ In Nigeria
however, the CITA states that The profits of any company engaged in ecclesiastical,

charitable or education activities of a public character in so far such profits are not derived
from a trade or business carried on by such company; 41

Another similarity is on exemptions as to properties used for the purpose of
acquiring income. CITA Any expense incurred for repair of premises, plants, machinery or

fixtures employed in acquiring the income, or for the renewal, repair or alteration of any
implement, utensil or article so employed®. The CIT states that the amount of any
assessment on lands inclusive of the farmhouse and other buildings (if any) shall, for the

purposes of collection, be reduced by a sum equal to one-eighth part thereof. Where the

amount of the assessment is more than one-eighth below the rent, after deducting from such

rent any outgoing which should by law be deducted in making the assessment.
L

" Section 20 Personal Income Tax Act Cap. P8 Laws of the Feclernt: A

** Section 37 Companies Income Tax Act CAP, 2] | llnrl:[ [‘Ll::;: ation ol Nigeria 2004
T Gection 218 Corporation Income Tax Act (¢.4) .

" Section 219 Corporation Income Tax Act (c.4)

¥ Gection 220 Corporation Income Tax Act (c.4)

Wgeetion 189 Corporation Income Tax Act (c.4)

"_l Section 23 Companies Income Tax Act CAP. C21 LFN 2004

42 gection 20 Personal Income Tax Act Cap. P8 Laws of (he

3 Gection 99 Income Tax Act 1952 ¢.3

Federation of Nigeria 2004
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~have also peeny addressed by thi

pIFFERENCES OF TAX EXEMPTIO
Q]}e primary difference of NS BOTHTHE U.K

No facilities - 100% o vestment allowance are
No Electricity - 50%

No water - 30%

No tarred road - 15%

No Telephone - 5%44

Il:l th_e U.K however, no such classification is made as there is .
community investment for the tax period. a uniform 5% for any

A:iwtl'fer difference is on Local Content tax Exemption.
Nigerian Tax laws provide for reliefs where Ni

o Prﬂwd?s that a company which engages wholly in the fabrication of spare
?arfs, tools and equipment for local consumption and export shall be allowed 25‘}5
investment tax credit on its qualifying capital expenditure. A company which purchases a
locally manufactured plant, machinery or equipment for use in its business shall be allowed
15% investment tax credit on such fixed asset bought for use. This provision is absent in the
Corporate Tax Act in the U.K

Also, the Personal Income Tax Act of Nigeria makes no express provisions about
exemptions due to the elderly. This is however not the case in the U.K as the Income Tax Act
states a Claimant shall be entitled to a deduction from Earned income the amount of income
tax with which he is chargeable equal to and old age tax at the standard rate on one-fifth of
the amount of his earned reliefs. income, or on four hundred pounds, whichever is the less.
The claimant, if he proves that at any time within the year of asse'same?t either he or, in the
case of a married man, his wife living with him was of the age of sixty-five years or “P“’EI:S
and that his total income for the year of assessment does not excged five hunc.lreci Pﬂ““b;‘é
shall be entitled to a deduction from the amount of income tax W‘lth whuj? he 1s chargea
equal to tax at the standard rate on one-fifth of the amount of that income.

gerian tools and equipments are

CONCLUSION AND RECOMMENDATION
The paper sought to treat tax exemptions
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Against the backdrop of the findings, the Paper e fﬂﬂowjng
rem:nm TEE:;hilr'Zuld be included, tax exemption In the U.K Corporate Tax ACt_ for the
utilisation of Local Content such as raw materials as well as the makm3 and
utilisation of equipment in the U.K 5
Nigerian Personal Income Tax Act chould include express provision as to exclusion
of in the case of the Elderly.

Large Religious Organisations should be taxed as leaving it urftaxed may result in
the use of Churches and Mosques as means of tax avoidance and evasion.
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