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Introduction:

This is a brief guide which is intended to inform corporate bodies about their
responsibilities and obligations under an income tax law. The guide deals specifically
with administration of corporate tax.

The legislation requires that every company, unless specifically exempt, is subject to
corporate tax on chargeable income derived by the company in a year of assessment.

Corporate Tax:

Is a tax that is charged on profits generated by the company in a given year of
assessment. It is a direct tax administered under the income tax Act of 1993 (as
amended).

Chargeable Income:

In order to determine the right amount of corporate tax that should be paid by a
company, firstly, the chargeable income has to be calculated. Chargeable income is
calculated by deducting all allowable deductions incurred wholly and exclusively in the
production of income subject to tax and capital allowances from the gross income.

Calculation of Chargeable Income:

The chargeable income of a body of persons subject to corporate tax is calculated as
follows:

Chargeable income = Gross income — Allowable deductions.

Gross Income is the income derived by the corporate body in the course of doing its
business in a year of assessment.

Allowable deductions are expenses incurred wholly and exclusively by the company
in the production of income subject to corporate tax.

Corporate tax Rates:

A corporate body is subject to corporate tax at the following rates:

Income tax rates for companies

Nature of income Rate
Manufacturing income derived from | 25%
export of manufactured goods outside
the Southern African Customs Union.
Manufacturing income derived from a
manufacturing activity or enterprise | 25%
which promotes industrial, scientific,
educational or other development within
Lesotho

Income from farming operations | 25%
(subsistence not commercial)
Other Income 10%




Explanatory Notes:

a) Corporate tax rate of 10% is levied on income from exporting manufactured goods
outside the Customs Union.

b) A corporate tax rate of 25% is imposed on profits of a resident non-manufacturing
company or branch profits of a non — resident company.

c) The corporate tax rate is applied to all income of a Lesotho branch of a non - resident
company.

Due Date for Submission of Annual Income Tax Return:

Every company is required to file its annual income tax return on or before 30th June
every year, unless the company has been approved by the Commissioner General to
use a substituted accounting period. A substituted accounting period may be any
period of twelve months which does not commence from 1st April and ends on 31st
March.

An approval to use substituted accounting period is granted by the Commissioner
General only on request by an application by the concerned company. The
commissioner General has the powers to approve or disapprove the request
depending on reasons put before the Commissioner General by the Client.

Payment of Corporate Tax:

Corporate tax is paid in advance and in three equal installments and the balance if
any, should be paid when the company submits its annual income return. Paying
corporate tax in quarterly instalments is legal requirement under section 150 of Income
Tax Act and it helps reduce the burden of paying substantial amount of tax at end of
the financial year.

A company can make a payment of its tax due or tax liability by means of the following
Methods of Payment
. Payments made through Mobile Money (EcoCash & M-Pesa)

Payments can be made using mobile money (EcoCash and M-Pesa) through e-
Payments platform accessible at RSL website: http://www.rsl.org.ls >>E-Services>>e-
Payments-login with your tax clearance certificate (e-TCC) credentials then follow all
the steps to make a payment.

e Payments Made Through Commercial Banks
Taxpayers can make payments physically and through online or electronic payments
(EFT) that are provided by the commercial banks, mainly:

Standard Lesotho Bank
Nedbank Lesotho

First National Bank

Lesotho Postbank (VAT only)
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o RSL banking hall (available only in Maseru)
It is also important to note that Taxpayers do not necessarily need to have a bank
account to make payments at these banks.

e How to make payments through Standard Bank Lesotho’s UNAYO
Payments to the RSL through Standard Bank Lesotho’s UNAYO can be made using
the following methods:

Unayo App

Internet Banking (IB.unayo.com)

USSD (*388#)

Unayo Agents

Payments made through UNAYO are instantly reflected in the RSL system, so
Taxpayers do not need to upload proof of payment on the RSL system
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Proof of Payment (POP) Requirements

Proof of payment (POP) is a document or confirmation that verifies a transaction has
been successfully processed. This can include a bank-stamped deposit slip, a
transaction receipt or EFT confirmation.

Taxpayers who make payments using other banking channels other than UNAYO are
expected to upload their POPs on RSL’s e-Payments platform available on RSL
website. (For more details download e-Payments guide on RSL website:
http://www.org.ls>> Tax Tools and Resources>> Guides & Guidelines)

Additional Tax:

Additional tax is imposed on a company for non-filing or late submission of a tax return
as well as for late or non-payment of tax due. The additional tax is charged at the rate
of 22% per twelve months period.

Disclaimer

This Guide is for general information only, and has no binding legal authority. For any
gueries, you may contact RSL toll free number on 80022009/WhatsApp line: 6221
0090 or email us: info@rsl.org.ls or visit the nearest RSL digital service centre for
further assistance and guidance. Please take note that it is your obligation to verify
independently any matters dealt with in this Guide from primary sources of information
and by taking specific professional advice, should it be necessary. The RSL excludes
any liability for any costs, losses, claims, damages, expenses or proceedings
(including special, incidental or consequential loss or damage, loss of profits and
wasted management time) incurred or suffered by you arising directly or indirectly in
connection with this Guide.
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