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Lesotho Revenue Authority

TAXPAYER CHARTER

We commit to providing our Customers with:

• Efficient, effective and timely professional advice and service
• Courteous treatment, rendered in the spirit of mutual respect
• Clear and concise information and educational materials, so that Taxpayers are aware of and  
 understand their legal obligations
• Fair and impartial treatment, delivered to all without preference or favour
• Confidentiality and integrity in ensuring that Taxpayer information is used only for the purposes                        
allowed by Law.

In exchange, LRA expects the following from all Taxpayers:

• Full compliance with all legal tax obligations
• Honesty and integrity in providing accurate and complete information
• Timely filing of returns and payment of all taxes due.

In the interests of transparency and good governance, you have 
the right to:

• Request an explanation of any tax decision
• Object to and appeal any tax decision
• Request that we advise you of the procedures to be followed in lodging an objection or appeal
• Insist on knowing the name and identification number of the person serving you.
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THE BOARD CHAIRMAN’S STATEMENT 

The 2014/15 financial year 
marked the first year of the 
implementation of the 2014/19 
LRA strategy. In this strategy, 
the Authority has continued to 
prioritise the implementation of 
its modernisation agenda; the 
development of a structured 
way to deal with compliance 
issues; and the requirement to 
build staff capacity in order to 
effectively carry out its mandate  

This year also marked a year in 
which the Ministry of Finance 
revised the revenue targets as a 
result of some key assumptions 
that predicated the initial target 
setting not materialising.  The 
target was revised downwards 
from M5, 738 million to M5, 
132 million. I cannot thank the 
Honourable Minister enough for 
this demonstration of openness 
to reason and evidence-backed 
persuasion.

Revenue performance exceeded 
the revised target by about M50 
million with M5, 182 million 
remitted to the Government of

Lesotho over the review period. 
In terms of revenue growth this 
year’s collection represents 
a 17.2 per cent growth over 
last year’s collections and an 
increase of the Tax to GDP ratio 
from 20.1 per cent in 2013/14 
to 21.1 per cent.

 The Authority was able to pilot 
and rollout the new Customs 
procedures supported by the 
Automated System for Customs 
Data (ASYCUDA) at the sec-
ond largest commercial border 
post, Maputsoe Bridge. The pilot 
introduced a massive change in 
the way in which cross-border 
trade is processed.  As is usu-
al with any introduction of new 
technology, implementation of 
the system has experienced 
some problems.

We are grateful for the 
cooperation and patience that 
we have been afforded by the 
trading community at Maputsoe 
and, we are cognisant that 
revenue collection cannot be 
conducted in a manner that 

diminishes local businesses; 
as such we will continue to 
interrogate our processes to 
ensure that we reduce the cost 
of compliance.  

It would be remiss of me not 
to recognise the role played 
by the different stakeholders 
in ensuring that the LRA is 
able to achieve its objective of 
maximising revenue collection. 
First, let me thank the Taxpayers 
for their continued support 
and compliance. Secondly, the 
various national, regional and 
international bodies with which 
we collaborate. 

And last but not least, the 
government ministries 
which we work closely with. 
The increased support and 
cooperation that we have been 
provided by the Ministry of 
Finance during the financial 
year is highly appreciated.

During this year, as the Board, 
we have built a strong working 
relationship that has enabled 
us to provide the necessary 
guidance to the LRA. I 
appreciate the dedication 
shown by the Board members, 
in setting aside time from 
their otherwise demanding 
schedules in order to serve in 
directing the LRA.  

I wish to end by thanking the 
Commissioner General and 
his Management Team for 
continuing to lead the Authority 
to achieve the performance that 
it has recorded to date. I also 
wish to thank the LRA staff for 
their continued commitment 
and to congratulate them on 
their performance in 2014/15.

Mr. LEHLOMELA MOHAPI
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THE BOARD CHAIRMAN’S STATEMENT  FOREWORD BY THE COMMISSIONER GENERAL

The 2014/15 financial year 
was underpinned by a special 
focus and emphatic drive to 
succeed in meeting the revenue 
targets and ensure adequate 
collection for the needs of the 
Basotho nation. Efforts towards 
ensuring that Taxpayers 
meet their obligations were 
intensified with special 
attention to debt collection and 
improving compliance levels. 
We also continued to provide 
the education required to 
increase Taxpayers’ knowledge 
of their obligations and thereby 
improve voluntary compliance. 

Recognising the need 
to understand Taxpayer 
compliance behaviours and 
apply necessary interventions, 
we commenced on a project 
aimed at the development 
of a compliance model. This 
project is supported by the 
International Monetary Fund 
(IMF) through the provision of 
technical expertise for which 
we are truly grateful. The 
development of the model and 
a detailed compliance program 
will be completed in 2015/16.

During this period, we also 
made strides in implementation 
of our modernisation agenda. 
On the customs front, we 
piloted new procedures 
supported by automation at 
Maputsoe Bridge and purchased 
scanning technologies aimed 
at augmenting our inspection 
processes. The full roll-out of 
the system and deployment 
of the scanning technologies 
will be carried out in the new 
financial year. We continued 
with the automation of our 

domestic tax processes and 
during the period were able to 
pilot the VAT module with for 
processing Large Taxpayers 
transactions. We also carried 
out the upgrade of our corporate 
network in order to ensure that 
it adequately supports the new 
technologies that are being 
implemented. 

As a corporate citizen we 
are also cognizant of our 
corporate social responsibility. 
The Authority has supported 
a number of corporate social 
investment initiatives, as 
we believe it is everyone’s 
responsibility to make a 
meaningful contribution with 
special emphasis towards 
the less privileged. The 
social corporate investments 
undertaken this year have not 
only served to improve the lives 
of Basotho, but have offered 
an opportunity for providing 
Taxpayer education, whilst also 
bringing our staff closer to the 
communities we live in. 

Members of the LRA staff 
remain the cornerstone 
towards the achievement of its 
mandate. I thank them for their 
professionalism, hard work, 
and dedication in serving their 
country and our fellow citizens 
of Lesotho. I thank them for 
their insatiable quest to keep 
improving in order to surpass 
even the highest expectations of 
our broad base of stakeholders.

On behalf of the LRA 
management and staff I wish to 
re-iterate my deepest gratitude 
to the LRA Board which has 
continued to provide strategic 
leadership to the Authority with 
utmost dedication and diligence. 
I also wish to thank our various 
stakeholders with whose 
support we have seen the LRA 
grow from strength to strength. 
Finally to the Taxpayers, we 
wish to congratulate you for 
fulfilling your duty by complying 
with the laws of our country, 
and thus contributing to the 
economic growth of Lesotho. 

Mr. THABO LETJAMA
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1.1 MANDATE  

The Lesotho Revenue Authority is a corporate body established under the Lesotho Revenue Authority 
Act no.14 of 2001 to be the:

“… main body responsible for the assessment and collection, on behalf of the Government, of 
specified revenue; for the administration and enforcement of laws relating to such revenue 
and for related matters”

The LRA is responsible for the administration and enforcement of the following revenue legislation:

• The Customs and Excise Act (1982);

• The Income Tax Act (1993);

• The Value Added Tax Act (2001).

The Authority, which became operational in January 2003, incorporates the functions of the old 
Income Tax, Customs and Excise and Sales Tax Departments. The LRA was established to enhance 
the efficiency and effectiveness of revenue collection and to provide an improved service to the 
public.

The Authority is required to maintain the highest standards of financial integrity and corporate 
governance.

Despite operating outside the framework of the Civil Service, as a public institution the Authority is 
fully accountable to Parliament through the Honourable Minister responsible for Finance.

The Authority is governed by a Board nominated by the Honourable Minister responsible for Finance 
and it is headed by a Chief Executive known as the Commissioner General.
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1.4 VISION

To be a leading performance oriented revenue administration, characterised by integrity, innovation 
and service excellence.

1.5 MISSION 

To provide revenue collection, border management and advisory services through:

•	  A capable and motivated workforce;

•	 Understanding and responding to the needs of our market;

•	 Building strong and sustainable relationships with stakeholders ;

•	 Fast, efficient and cost effective programs.

1.6 CORPORATE VALUES

• Teamwork – the LRA staff should always work together with passion and mutual respect and 
support each other to achieve common goals.

• Innovation – the LRA staff should be able to come up with new ideas for continuous 
improvement aimed at best service delivery.

• Integrity – the LRA staff have to be and seen to be honest, reliable and transparent.

• Service excellence – the LRA staff should be helpful and patient in providing service to 
Taxpayers to promote voluntary compliance and to achieve the highest level of quality in their 
work.

• Accountability – the LRA staff are expected to be answerable for their actions; able to abide 
by the LRA stipulated rules and regulation; firm and consistent in applying the rules without 
fear and favour.
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1.7 AREAS OF EXCELLENCE

In order to deliver against the vision and mission in the next five years, the LRA has developed 
a business concept that will be supported by the following key strategic capabilities required to 
ensure the successful delivery of the strategy:

Market Knowledge 

The LRA has committed to excel at developing an intimate understanding of our markets, legislation, 
stakeholders, value adding programs and services that form best practices in revenue collection, 
border management and advisory services, in order to deliver appropriate and sustainable solutions 
that meet the needs of Government, stakeholders and Taxpayers, enable improved revenue collection 
and enhance compliance

Stakeholder Management 

The LRA has committed to excel at building lasting relationships with its stakeholders including 
Government, strategic partners, development partners, agents and Taxpayers that are formalized, 
transparent, add value and are conducive to business growth and improved revenue collection.

 Service Excellence 

The LRA is committed to excel at developing a total service culture across all areas of the business, 
supported by agile, seamless and responsive processes and systems that are dependable, accessible, 
user friendly and transparent, enabling every interaction between ourselves and our markets, and 
exceeding their expectations through quicker turnaround times.

1.8 CORPORATE CRITICAL ISSUES

In order to successfully implement the strategy the LRA has identified critical issues which are 
specific action programs that need to be undertaken. Five Critical issues have been prioritised for 
implementation in the medium term, these are;

1. Modernize LRA’s processes and systems;

2. Develop and implement staff capacity building and retention program;

3. Develop a culture of accountability throughout the organization;

4. Develop and implement a compliance model that promotes voluntary compliance and 
deters non-compliance;

5. Develop and implement a change management capability to drive strategic change in 
the organization;

During the course of the 2014/15 financial year, the Authority added to this list a construction critical 
issue aimed at improving infrastructure. 
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                                                 PART 2: PERFORMANCE
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                                                       PERFORMANCE HIGHLIGHTS

•	 Revenue Collection: The LRA exceeded the revised 2014/15 target by M49.89 million which 
is equivalent to 0.97 percent.

•	 Launch of the Automated System for Customs Data (ASYCUDA): Traders at the 
Maputsoe border post were the first to test the new customs declaration system which is 
being piloted there before the roll out to other commercial border gates. 

•	 LRA hosts the WCO Workshop on Gender Equality for the ESA Region: The Lesotho 
Revenue Authority hosted the Regional Workshop for ESA Region on WCO Gender Equality 
Assessment Tool. 

•	 LRA hosts the Southern African Customs Union (SACU) Regional Trade Forum: 
More than 30 representatives from the private sector in the SACU region attended the 
forum together with the five Heads of Customs from member states. The forum, which was 
established in collaboration with the World Customs Organization and Swedish International 
Development Agency (SIDA), was aimed at addressing tax collection challenges emanating 
from the evolution of the business environment.

•	 LRA management attended a WCO Leadership and Management Programme: 31 
managers attended this 2 week programme facilitated by WCO which focused on improving 
their ability in leadership, decision making, and setting strategic vision. 
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1.1 REVENUE COLLECTION

1.1.1. Overall Tax Revenue Performance 2014/15

The 2014/15 tax revenue was initially projected at M5, 745 million but later revised to M5, 132 million 
in January 2015 as announced in the 2015/16 Budget Speech in May 2015. The reason for the revision 
could be pinned on the non-fruition of the assumptions employed when the 2014/15 target was set. 

During the 2014/15 financial year, the LRA remitted a total of M5, 182 million exceeding the revised 
target by M49.89 million (0.97 percent).

Table 1 below depicts the remitted revenue against the initial and revised targets for the different 
tax types in 2014/15.

Table 1: 2014/15 tax revenue by tax type (in million maloti) 

TAX TYPE INITIAL 
TARGET

REVISED 
TARGET

(Jan 2015)

VARIANCE

FROM 
REVISED 

REMITTANCES

VARIANCE 
AGAINST 
REVISED 
TARGET

% VARIANCE

AGAINST REVISED 
TARGET

Overall Tax 
Revenue  

        5,745.13          5,132.41         (612.72)               5,182.30             49.89                          0.97%

Income Tax (IT)         3,536.03          2,931.75        (604.28) 3,065.51 133.76 4.56%

Value Added Tax 
(VAT) 

2,209.10 2,200.65 (8.45) 2,116.79 (83.86) -3.81%

Figure 1 below shows the quarterly performance of overall revenue in 2014/15. 

Figure 1: Quarterly remittances against target (in million maloti)

Figure 1 above depicts that there was a dip experienced in Quarter 2 resulted from two factors: firstly, 
the effect of PAYE rates that were adjusted downwards with effect from April 2014 but were applied 
in July 2014. This adjustment led to lower collections in Income Tax (IT) due to the retrospectively 
implementation of the policy. Secondly, VAT refunds made during this period were 58 percent higher 
than the average quarterly payment of refunds of M80.10 million. 

Figure 2 below provides the year-on-year revenue performance for the past five years. 

Figure 2: Year on year revenue performance 2010/11 to 2014/15 (in million maloti)

Revenue collection grew at a decreasing rate in 2012/13 but recovered during 2013/14 and 2014/15. 
The sluggish growth in 2012/13 was attributable to poor performance in Income Tax (IT). The growth 
observed in 2014/15 resulted from the improvement in IT, which is explained further in the next 
sections. 

1.1.2 Income Tax (IT) Performance

In 2014/15, of the total tax revenue, IT remained the largest contributor at 59.2 percent. During 
2014/15, IT remittances exceeded the revised target by M133.76 million (4.6 percent). Figure 3 
below shows IT quarterly remittances for 2014/15.

Figure 3: IT Quarterly remittances against target (in million maloti)

The dip experienced in Q2 was brought about by poor performance in PIT as referred to under figure 
1 and in CIT. 
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Figure 4 below provides the year-on-year IT performance for the past five years. 

Figure 4: Year on year IT Performance 2010/11 to 2014/15 (in million maloti)

The dip observed in 2012/13 was as a result a decline in PIT collections. In 2012/13, IT collections 
improved due to an increase in CIT collections. In 2013/14 income tax target was set using a high 
base hence the recorded poor performance. In 2014/15 the situation was corrected where a correct 
base for the target was applied. This resulted in good performance on income tax registering a 
growth of 14%.

1.1.2.1 Disaggregated IT Performance

Figure 5 below depicts the year on year percentage contribution of the IT components. 

Figure 5: Year on year disaggregated IT performance 2010/11 – 2014/15

As shown above, for the past five years Personal Income Tax (PIT) has contributed the largest share 
of collections across the income tax types followed by Company Income Tax (CIT).

Table 2 below shows IT remittances by tax component.

Table 2: IT remittances by tax component (in million maloti)

TAX TYPE
INITIAL 
TARGET 

REVISED 
TARGET REMITTANCES 

VARIANCE 
AGAINST REVISED 

TARGET % VARIANCE 

Income Tax 
(IT) 3529.33 2931.76 3065.51 133.76 4.56%

Personal 
Income Tax 
(PIT) 2201.29 1701.57 1663.48 -38.09 -2.24%

Corporate 
Income Tax  
(CIT) 722.05 713.8 862.37 148.57 20.81%

Other Taxes 
(OT) 605.99 516.39 539.66 23.27 4.51%

1.1.2.2 Corporate Income Tax (CIT)

The largest contributors to CIT are the Mining sector, Financial and Insurance sector, and the 
Telecommunications sector. Performance in any of these sectors impacts on CIT, because there is a 
positive correlation between their performance and revenue collection. 

CIT remittances in 2014/15 exceeded the revised target by M148.57 million.  This performance was 
influenced by growth in the collections from the mining and the financial sectors. The increase in the 
price of rough diamonds which translated into increased production and volume of sales increased 
the performance of the mining sector. This resulted in more profits and hence more CIT collections.
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Figure 6 below shows the quarterly CIT performance.

Figure 6: Quarterly CIT performance 2014/15 (in million maloti)

The CIT collections missed the target in Q1 and Q2.  This was based on the fact that during Q1, 
the mining sector contribution declined.  This performance improved in Q4 hence CIT collections 
exceeding the target by a large margin. The performance in Q2 was influenced by late payments 
which were effected in Q3.

Figure 7 below provides the year-on-year CIT performance for the past five years. 

Figure 7: CIT performance 2010/11- to 2014/15 (in million maloti)

 As indicated in previous section, one of the major contributors to CIT collections is the mining sector. 
The observed CIT collections growth in 2014/15 is attributed to the exceedingly good performance 
of this sector which realized higher profits as a result of a 26 percent hike in the price of diamonds. 
This was due to high global demand of diamonds. 

2.1.2.3  Personal Income Tax (PIT)

PIT remittances for 2014/15 were below the revised target by M38.09 million (2.2 percent). This 
was due to the downward revision of the tax rates of the upper and lower personal income brackets 
from 35 to 30 percent and 22 to 20 percent respectively as announced in the 2014/15 budget speech. 

Figure 8 below depicts the quarterly PIT performance.

Figure 8: PIT performance by months 2014/15 (in million maloti)

Figure 9 below provides a year-on-year PIT performance for the past five years. 

Figure 9: PIT performance 2010/11 to 2014/15 (in million maloti)

In 2010/11 and 2011/12, the tax brackets were not adjusted by inflation which emanated into a 
bracket creep. This means that more people were pushed into the tax net increasing their tax liability. 
In 2012/13, the inflation indexing was effected hence PIT was adversely affected and missed the 
target by 9 percent. Despite missing the target in 2013/14, PIT collections grew by 13.8 percent.

PIT collection in 2014/15 grew at a declining rate. This was due to the impact of the revised PAYE 
rates. This adjustment resulted in an estimated revenue loss of M267.30 million

Other Taxes (OT)

Other taxes comprise withholding taxes, fringe benefit taxes and gambling levy. During this period, 
remittances from other taxes exceeded the revised target by M23.27 million. 

Figure 10 below shows the quarterly performance of OT.

Figure 10: Quarterly OT performance (in million maloti)
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1.1.3 Value Added Tax (VAT) Performance

In 2014/15, VAT contributed 40.8 percent to the total domestic revenue. During this period VAT 
remittances were below the revised target by M83.86 million (3.8 percent).  This performance was 
impacted by the 2014/15 economic growth which was lower than expected from a projected 12.8 
percent to 8 percent in nominal GDP and from 4 percent (IMF Country Report No. 14/201) to 2.3 
percent in real GDP. Since VAT is driven by economic activities, a fall in the economy is expected to 
lead to a fall in VAT collections. 

Figure 11 below shows VAT quarterly remittances for 2014/15.

Figure 11: VAT Quarterly Performance 2014/15(in million maloti)

Figure 12 below provides the year-on-year VAT performance for the past five years. 

Figure 12: VAT remittances 2011/11 to 2014/15(in million maloti)

The Wholesale and Retail, and Construction sectors are the biggest contributors to VAT   at 45 percent 
and 20 percent respectively.  Their performance therefore directly impacts the performance of VAT. 
In 2013/14    VAT performed at a declining rate due to completion of some major construction works 
such as the construction of the Maseru Mall and phase two of the Pioneer Mall. Despite missing its 
annual target, VAT registered a 22 percent growth in 2014/15. 

2.1.4.1 VAT Refunds

The Authority refunded a total of M394.02 million in VAT in 2014/15. The largest portion of these was 
refunds made to the Mining sector.

Figure 13 depicts the year on year VAT refunds for the past five years. 

Figure 13: Year on year VAT Refunds

VAT refunds grew by 12 percent in 2014/15. The huge growth is mainly attributable to the growth of 
refunds going to other sectors.

1.1.4 Tax-to-GDP Ratio

The Tax to GDP ratio which means the amount of taxable goods and services that contribute to the 
country’s revenue is used to evaluate the capacity and efficiency of revenue agencies. According 
to the World Bank, Lesotho is classified as a lower middle income country. 1  As per the African 
Economic Outlook, the tax-to-GDP ratio for lower middle income countries is around 22 percent. 

Figure 14 below shows Lesotho’s Tax to GDP ratio from 2010/11 to 2014/15.

Figure 14: Tax revenue as percentage of GDP (2010/11 to 2014/15)
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In 2014/15, the Tax-to-GDP ratio increased by 1.0 percentage point. This is attributed to over 
performance in IT, particularly CIT contributions. 

1.1.5 SACU Receipts

The total SACU receipts for 2014/15 amounted to M7, 124.46 million. Table 3 below shows the year 
on year performance of SACU receipts and also compares their contribution to other Government 
revenue sources. 

Table 3: Year on year performance of SACU receipts and other sources of Government revenue 
(in million maloti)

2010/11 2011/12 2012/13 2013/14 2014/15

Total Revenue 8,559.4 9,235.4 13,144.9 13,274.0 14,546.5

Tax Revenue 3,499.1 3,855.4 4,596.3 5,147.6 5,715.2

Grants 1,200.10 1,584.90 1,703.30 1,047.60 495.70

Other  Revenue 1,232.30 1,042.50 878.8 1,024.80 1,301.60

SACU 2,627.90 2,752.60 5,966.30 6,054.60 7,034.10

Revenue Sources as a percentage of Total Revenue  

Tax Revenue 40.9% 41.7% 35.0% 38.8% 39.3%

Grants 14.0% 17.2% 13.0% 7.9% 3.4%

Other  Revenue 14.4% 11.3% 6.7% 7.7% 8.9%

SACU 30.7% 29.8% 45.4% 45.6% 48.4%

Between 2010/11 and 2011/12, tax revenue was the major source of income for Government. In 
2012/13 this changed with SACU receipts becoming the major source of Government revenue with a 
contribution of 48.4 percent in 2014/15. 

1.1.6 Other Fees: Toll-gate Fees 

In 2014/15, toll fees the LRA collected M46.39 million in toll-gate fees.  

Figure 15 below presents the 2014/15 quarterly toll fee collections.

Figure 15: Toll-gate collections
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1.1.7 Cost of Collection

The cost of revenue collection is an important indicator of the efficiency of a revenue authority and 
is calculated by dividing the internal cost of operations (recurrent costs) by the total tax revenue 
collected. The total tax revenue collected includes SACU revenue and domestic tax revenue.

The observed cost of collection for 2014/15 still remains higher than 1 percent which according to 
SARS Annual Report of 2013/14 is the international benchmark for revenue authorities. 

Table 4 below shows the cost of collection from 2010/11 to 2014/15

Table 4: Cost of collection 2010/11 to 2014/15 (in million maloti)

2010/11 2011/12 2012/13 2013/14 2014/15

Total Tax Revenue 5,904.68 6,523.35 9,961.71 10,476.48 12,216.40

Operating Cost 188.2 201.8 241.02 297.67 342.6

Cost of Collection  3.19% 3.09% 2.42% 2.84% 2.80%

In 2014/15, the LRA was able to reduce its cost of collection by 0.4 percent. This improvement was 
largely driven by the 17.2% increase in collection by from the previous year. 

1.1.8 Revenue Foregone on Tax Relief Measures

During 2014/15 the Government’s Policy on tax relief, pro-poor policy and exemptions provided 
various measures on tax relief with the aim of reducing the tax burden and encourage tax compliance. 

a) The lower and upper personal income tax rates were reduced from 35 and 22 percent to 30 
and 20 percent respectively resulting into a revenue loss of M267.30 million.

b) The use of tax credit has increased assistance to the low income employees and medium 
and small self-employed people. In the current year 66,000 employees and self-employed 
individuals (of which 43,000 are textile manufacturing employees) were relieved from paying 
personal income taxes through the use of the tax credit. A total of 67,469 employees that are 
liable for personal income tax were also the beneficiaries of the M6, 100.00 annual tax credit.  
In 2014/15 this tax credit system gave back M639 millions of income tax to the taxpayers, 
making it the largest cash-transfer programs of the government of Lesotho. 

c) The Government of Lesotho’s pro-poor policy of zero-rating basic food stuffs, illuminating 
paraffin and agricultural inputs has cost M450.59 million in terms of VAT revenue foregone 

during the 2014/15 financial year.

       2014/15 Quarterly Toll Fees

  Q1                           Q2                          Q3                           Q4     

11,062,356.20     11,641,608.61      12,445,892.00     11,240,862.03

11,214,529.41     11,955,654.53      12,634,486.90     10,914,297.52 
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1.1 ENHANCING COMPLIANCE

1.1.1 Taxpayer Education

In an attempt to increase Taxpayer’s knowledge about the tax laws and their obligations and to 
enhance voluntary compliance, the LRA carries out Taxpayer education initiatives on an annual 
basis. The taxpayer education activities for the year involved an amalgamation of vibrant TV and 
radio programmes, and tax clinics, the latter of which experienced an attendance of five thousand 
two hundred and sixty (5260). This year, two (2) TV and fifty two (52) radio programmes were run, 
and eighty three (83) tax clinics conducted. These were supplemented by publications in local 
newspapers.

Unlike in previous years where the only radio programme used for educating the public about tax 
issues was Mokhafisi, run on Government media only, LRA has increased its coverage and gone on to 
use private media. It has run additional programmes on radio stations such as the People’s Choice, 
Harvest and Moafrika radio stations. 

1.1.2 Enforcement Activities

During the period under review, the Authority carried out the following enforcement activities aimed 
at combating non-compliance:

•	 Through anti–smuggling activities the authority detected 1031 cases of smuggling, mainly 
of imported vehicles, fruits and vegetables, and by private shoppers. These amounted to M1, 
308,922 of which M726,189 was collected during this period;

•	 51 cases were investigated out of which 47 were completed and closed and resulted in the 
recovery of M85, 549,811.93.
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1.2 CORPORATE CRITICAL ISSUES

1.1.1 Modernization 

In the 2014/15, the LRA continued with its modernization agenda. The objectives of the LRA’s 
modernization agenda are to provide excellent service to the Taxpayer; reduce the burden of 
compliance on the Taxpayer; and reduce the cost of collection to the Government of Lesotho.

The Modernization Agenda is broken down into 3 major programs that are geared towards the 
Modernization of the processes related to collection of Inland Taxes, the modernization of those 
related to Customs Operations, and those related to core support processes within the Authority. 
Below are some highlights of the milestones achieved in the 2014/15 with respect to these programs:

•	 The LRA completed the development of the VAT module within its new tax system and piloted 
it within the Large Taxpayer segment;

•	 A review of the LRA’s Debt Management process was carried out. This included the policies, 
process artifacts, and system requirements for the process to enable the Authority to 
effectively manage its debt stock and ensure its collectability;

•	 The Authority completed the development of its Customs basic import and export processes 
and automated them using the regionally utilized Automated System for Customs Data 
(ASYCUDA) World system. These were piloted at the Maputsoe border-post.  Lessons learnt 
from the pilot will be used to prepare for the Maseru and National roll-outs in the 2015/16 
financial year;

•	 The Authority procured non-intrusive scanning technology that is aimed at supporting the 
Customs Inspections process. One baggage scanner and two compact mobile scanners were 
acquired and shall be deployed in the 2015/16 financial year;

•	 The LRA upgraded its network in order to more effectively connect all of its offices and provide 
better communications infrastructure. The upgraded network is also designed to support 
the Integrated Revenue Management system; that is made up of the new Tax and Customs 
systems;

•	 The Authority upgraded its Backup and Recovery system which has the capacity to backup 
and recover the core systems and data, including those that are being implemented as part of 
the Tax and Customs modernization programs.

In order to support its modernization agenda, the Authority has commenced the review of the 
revenue laws. During the period under review, the LRA reviewed and drafted the Customs Control 
Bill which is currently at the Office of Parliamentary Counsel. A revision on the Customs Regulations, 
Tax Administration Bill, and the Income Tax Amendment Bill is being undertaken.

1.1.2 Staff Capability and Retention

In order to meet its strategic objectives, the Authority has embarked on a journey that is aimed at 
ensuring that it has the right people in the right roles, in support of its strategic goals. 

During this period, over 70 percent of staff members attended training courses.  30 percent of these 
members of members of staff underwent training under the Customs Modernization programme in 
preparation for the roll out of the new Customs processes. Other training programmes included the 
induction of new employees on the Customs, VAT and Income Tax laws, and the Debt Management 
Manual.

The following interventions were also undertaken to enhance management and leadership capability 
within the Authority:
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•	 Around 30 managers attended a two week management development program facilitated by 
the World Customs Organization (WCO);

•	 The Executive Management underwent an intensive team development and coaching 
program. This program is aimed at strengthening the leadership skills of the LRA executive. 
The program will be completed in 2015/16.  The Executive Committee also started a peer 
coaching program aimed at holding peers accountable for results.

1.1.3 Accountability

The Authority established that in order for it to meet its desired levels of service excellence, and to 
meet its other strategic goals, that it is required to foster an environment that is underpinned by a 
culture of accountability at all levels. To this end, the following were carried out:

•	 A charter for the LRA’s Executive Committee was developed which clearly outlines the roles, 
responsibilities, powers, expected conduct and mandate of the Executive Committee and its 
members. This shall form the foundation of the charters of all other management structures 
within the Authority;

•	 A review of the LRA’s policies was kicked off, and in the period under review, the Finance, HR, 
and IT policies were prioritized and are approaching completion, for implementation in the 
2015/16 financial year.

The programme runs into the 2016/17 financial year and has a number of initiatives that shall make 
sure that the culture of accountability is inculcated at all levels within the Authority.

1.1.4 Compliance Model

The Authority has identified a requirement to accumulate knowledge on the compliance requirements 
and patterns of its Taxpayers in order to put in place a programme that shall provide a structured 
approach to the management of Taxpayers based on their compliance patterns.  In order to address 
this, the Authority embarked on a project aimed at the development of a Compliance Model and 
corresponding Compliance Programme. 

Progress against this initiative is as follows:

•	 The Authority has developed a first-pass Compliance Model matrix. This has been based 
on global best practice, and information gathered from study tours and assistance from 
International Monetary Fund (IMF) experts;

•	 The Authority has procured the services of a service provider that shall assist in the carrying 
out of a baseline survey that shall assist in the development of the Compliance Programme, 
in line with the Compliance Model.

2.3.5 Change Management

The implementation of programmes in the LRA Strategic Plan 2014-19 is guaranteed to bring about 
significant changes to how things are currently being done at the LRA. Core to this is therefore the 
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requirement to build Change Management capability within the LRA supported by strong Strategic 
Management and Project Management principles.  During the period under review, the LRA therefore 
initiated a project aimed at building these capabilities. 

Progress against this project is as follows:

•	 A Strategic Management Framework that guides the Authority on how to go about developing 
its organizational strategy and cascading it into annual plans that encompass the activity 
plans, budgets, manpower plans, and training plans to name a few was developed. This 
framework also includes the monitoring and evaluation of the organizational strategy. The 
framework is currently in use and capacity at various levels has been developed for its use;

•	 The LRA also developed a Project Management Framework that guides the Authority on how 
to effectively manage the projects that are used to bring about the strategic change, in order 
to ensure implementation within time, budget, quality, and scope constraints as set out by 
stakeholders. 

•	 The Authority has kicked off the development of an organizational Change Management 
Framework that shall be used to effectively institutionalize and sustain organizational 
changes and is focused on the people aspect of changes that is often erroneously ignored. 
The Framework is also going to be developed within the context of the Strategic and Project 
Management frameworks that have been developed.

2.3.6 Construction

1.1.4.1 LRA Border-Post Refurbishment 

The Authority continued with its programme that is aimed at the refurbishment of the border-posts 
in order to align them with business requirements, including Health and Safety issues. In the period 
under review, the Authority was focused on the refurbishment of the Caledonspoort (Butha-Buthe) 
border-post. The construction of the border-post is nearly complete, including the road works, new 
staff housing, and the new border-post building. It is anticipated that it shall be opened in the 2nd 
quarter of the 2015/16 financial year.
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1.4 CORPORATE SOCIAL INVESTMENT

1.5 LRA on Developing Young Minds

During the period under review, the Lesotho Revenue Authority held a Spelling Bee contest for 
primary schools. This contest brought together eight primary schools around Maseru namely; 7th 
Day Adventist, Phethahatso, St. James, Iketsetseng, Unity, Montessori, New Millennium, Maseru 
Prep, and NULIS. The objective of this contest was primarily to instigate and entrench the culture 
of voluntary compliance among Taxpayers in Lesotho by amongst others providing students with 
an opportunity to acquire tax knowledge at a tender age, while at the same time developing their 
communication and presentation skills. This was done by incorporating Tax nomenclature in the 
words that students were required to spell.

1.5.1 High School Debates

The Authority continued to host high school debates and competitions, during this reporting period. A 
total of thirteen (13) high school debate competitions were held around the country. These debates 
were around Tax related matters and were aimed at getting students discussing tax matters from as 
young an age as possible, whilst also developing them and providing them with a platform to present 
their talents in debating.

1.5.2 LRA Awards Best NUL Students

In an effort to recognize excellence in education, and in partnership with the National University 
of Lesotho, the Lesotho Revenue Authority (LRA) bestowed awards of excellence to two students 
at the National University of Lesotho (NUL) during the 2014 graduation ceremony. Each student 
received M3, 500 from the LRA as best students in bachelor degrees in Accounting and Economics 
respectively. The awards were mainly targeted towards those who excelled in subjects with elements 
of taxation.

The LRA also plays a key role in acquiring skills instilled in the NUL graduates through an internship 
and temporary employment programme.  

1.5.3 Bacha Entrepreneurship Project 

The lives of youth in Lesotho are set to change following the launch of the Bacha Entrepreneurship 
Project. The Lesotho Revenue Authority (LRA) entered into a tripartite agreement with the Basotho 
Enterprise Development Corporation (BEDCO) and Standard Lesotho Bank (SLB), to sponsor young 
entrepreneurs. The project is targeted at unemployed youth who hold at a minimum, a university 
degree qualification, are aged between 21 and 35, and are aspiring to be entrepreneurs. Three owners 
of winning proposals will be provided with capital totalling M500, 000 to start their business. The 
entrepreneurs will be capacitated in business skills, which will help them to run their businesses and 
also draw up their own business proposals to enable them to qualify for better financing by financial 
institutions. 
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1.5.4 Construction of classrooms at Liqoabing Primary School 

In September every year, the LRA engages in a social responsibility activity nominated by staff 
members, with an the intention to make a meaningful impact on the lives of citizens by creating 
space for staff members to participate in community development projects. 

Members of staff suggested that this year the LRA should assist the community of Liqoabing in 
Rothe. This view came in response to a story that was aired on Lesotho Television in September 
2013 about a school which has extremely limited class rooms and toilets. A sod turning ceremony 
was held in September 2014 and marked the commencement of construction of four classrooms, a 
staff room and toilets for both teachers and pupils, which the LRA has committed to provide for this 
school.

1.6 MANAGING STAKEHOLDER RELATIONSHIPS 

1.6.1 Collaboration with WCO

The Lesotho Revenue Authority hosted the Regional Workshop for ESA Region on the World Customs 
Organisation (WCO) Gender Equality Assessment tool. Twenty participants at Senior Management 
level represented nine Revenue Authorities from the East and Southern African region. The Gender 
Equality Assessment Tool measures Revenue Authorities on the following equality principles:-

 Principle 1 – Employment and Compensation; 

 Principle 2 – Work-life Balance and Career Development;

 Principle 3 – Health, Safety, and Freedom from Violence;

 Principle 4 – Governance and Leadership;

 Principle 5 – Customs Administration and Stakeholder Relations.

The aim of gender equality in the workplace is to ensure equal access to both men and women, and 
to ensure they enjoy the same rewards, resources and opportunities regardless of whether they are 
a woman or a man.

1.6.2 LRA hosts the SACU Regional Trade Forum 

The Southern African Customs Union (SACU) has launched a platform for interaction between 
member-states and the private sector. The forum offers business leaders from the regional trade 
block, the opportunity to comment on the impact of some customs systems and, procedures on 
business in general. It is also expected to address tax collection challenges emanating from the 
evolution of the business environment

More than 30 representatives from the private sector in the SACU region attended the forum together 
with the five Heads of Customs from member states.
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2.5.3 Treaties and Agreements 

1.6.2.1  Double Taxation agreements

Tax treaties are bilateral international agreements between countries, whose aim is to facilitate trade 
through elimination of double taxation which is inherent in international trade. These agreements 
help allocate taxing rights where a resident of one country trades in another, and in that way ensures 
that taxes are being paid or collected where appropriate. They also help to attract investment 
through reduced withholding tax rates that will be applicable on passive income, and furthermore by 
providing certainty on tax treatment.

During the 2014/15 financial year the authority negotiated the Lesotho-Malawi Double Taxation 
Agreement, and reviewed and updated both the Lesotho-Botswana Double Taxation Agreement, and 
the Lesotho-Swaziland Double Taxation Agreement.

2.5.3.2       LRA and the Ministry of Finance sign MOU

The Lesotho Revenue Authority (LRA) and the Ministry of Finance signed a Memorandum of 
Understanding (MOU) on strengthening working relations between their legal departments. The 
MOU is aimed at promoting efficiency in the role of the two parties relating to the development of 
legislation as well as signing accession and ratification of treaty’s and similar instruments. 

This agreement not only formalized relations between the two parties but also provided a guide on 
how to approach different tasks.

2.5.3.3       LRA teams up with POSTBANK 

The Lesotho Revenue Authority (LRA) signed an agreement with Lesotho Postbank to enable Taxpayers 
to file their Value Added Tax (VAT) returns through the bank.  The signing of the Memorandum of 
Understanding (MOU) between LRA and Lesotho Postbank is expected to bring benefits to afford the 
two institutions to better carry out their respective mandates.  The partnership will enable Taxpayers 
to pay their taxes while doing banking and this will cut extra costs for them to go to the LRA offices 
to file a return. 

The partnership with the Lesotho Post Bank is taking the LRA a step closer towards the desired 
improvement of the VAT system in Lesotho. The partnership further helps the bank to broaden its 
service portfolio while also expanding access to its financial services to smaller communities. 

In previous years, the authority signed similar MOU’s with Standard Lesotho Bank, First National 
Bank Lesotho, and Nedbank Lesotho, these agreement are still in place and operating successfully.

2.5.3.4        Lesotho Trade Portal MOU Signed

Lesotho Revenue Authority signed a Memorandum of Understanding (MoU) to officiate partnership in 
the implementation of the Lesotho Trade Portal with seven Government ministries. The Government 
agencies which took part in the signing ceremony were the Ministries of Agriculture and Food 
Security, Tourism, Environment and Culture, Public Works and Transport, Health, Home Affairs and 
Public Safety and Trade and Industry, Cooperatives and Marketing.

The website hosts all regulatory information from all agencies involved in the importation and 
exportation of goods and services.  The web portal is created as a single hub that aggregates and 
integrates information on import and export trade requirements including procedures and regulations 
concerning trade in Lesotho, the Southern African Customs Union (SACU) and other international 
organizations. 
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