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Revenue Services Lesotho (RSL) i
solutions to two tax compliance ¢
with revenue laws, protect revenu
making. Innovators may combine
management to develop practica

¢ Online Q&A session: 2nd Nov
¢ Submission deadline: 6th No
¢ Date of event: 19th -20th Nove

solution

Choose a challenge

¢ Informal sector non-compliance: Desi
informal businesses and suppor
- payment. -
e Multmatlonaltax evasion

2. Include a
S nd a practical
and how it could

S'solution, including an ordinary case, an
an review. ldentify any policy changes or external
D ementatlon

Design for use in Lesotho

e Build for the people who will use the service. Consider limited connectivity, language and
record keeping needs. Use mock or approved masked data for demonstrations. Protect
Taxpayer information and make recommendations explainable and reviewable.

e Solutions may use Al where it adds measurable value. Judging will consider results, usability
trust and practical implementetien-using-thepreposed criteria-at the end of this calle==




f“\ Revenue
) Services
»....., Lesotho

(Ehallenge 1
Improve informal sector tax

compliance

The innovation challenge: How might we help RSL and make
informal businesses and expand the tax net, so that more
at a manageable cost?

The problem

RSL has limited information about potential taxpayers in t
not easy for them. There is also under-declaration, misinfor
making it difficult to distinguish genuine inactivity from unde
view of which businesses are active and the best way to serve
all taxable business activities into the tax net. Busine
requirements and an accessible way to maintain records &
uncollected revenue and places compliant businesses a

Scale of the Problem / Oppo

* Baselines to be provided during briefing.

Where can innov

"- Irﬁﬁrové"fﬁ dentification an tra
-,e_gor keeping; he irements; and g|v _

: Bdles records, reminders, link"s
existing s-reams should show how their approach
builds sustai ( eatlng every informal operator or nil return as SN

noncompliant.

Note

e Tax focus: Expanding the tax net

¢ Primary users: General Clients, RSL Officers and Informal Business Operators

e Business owner: Deputy Commissioner, General Clients t[ _
=i 22g
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Challenge 2
Detect abusive tax planning and

refund risks

The innovation challenge: How might we help RSL detect and investigate multinational tax
avoidance or evasion linked to abusive tax planning and persistent refund claims, using
clear evidence while recognizing lawful arrangements and legitimate refunds? (

The problem

Complex multinational enterprise (MNE) structures with bulky and complicated related-party
transactions can obscure where profits arise and business activity in Lesotho. This normally
results in the Lesotho tax base being eroded, or locally derived profits shifted to other tax
jurisdictions (usually low or no tax jurisdictions) where parents or sister entities are residents or
located. In some cases, this practice does result in an undue CIT holiday due to perpetual loss-
carryover provisions in the tax law; thus, the related-party transactions in this instance give rise to
in-house loss creation. In summary, this problem centers around business dealings between
Lesotho entities and their foreign sister/parent entities; dealings which may be intergroup
services, financing arrangements to mention a few.

The problem extends to credit VAT returns resulting from undeclared/unpaid VAT on imported
services. The underdeclaration of expatriate employment income, together with unclear
distinction between independent consultancy and employment where services are rendered by
employees of a related party, exacerbate the problem.

Distinguish risk from wrongdoing

e Lawful tax planning is different from tax evasion.

e Base erosion and profit shifting can involve legal as well as illegal arrangements.

e Where a related party renders services through their employees, the resulting remuneration
may constitute either service fee (where a related party is considered a consultant) or
employment income (where the employees are remunerated directly by the local entity)
Reviewers must unpack the related party engagements and establish what constitu
employment and independent consultancy.

¢ Arefund position alone does not establish abuse; reviewers must examine
supporting records and applicable law.

e Proposed solutions should preserve the timely processing of valid claims.

Note g

e Tax focus:Wholesale and retail -VAT Fast moving consumer goods (FMCG)
* Primary users: Special Sectors auditors, risk anatysts and refund Auditors
¢ Business owner Deputy Commissioner Special Sectors
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Scale of the '|

Approximately M1 billion i
verified amount attributab

related-party charg
¢ Reconcile recurri
e Use of Al, rules-b:
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Usability 1
conditions

Trust and comp
oversight.

Pilot potential 15
plan.
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From prototyp

Each team should prog
o Adefined user gro
resources.
« |dentify an apprc
dependencies.
o Explain what cs
changes.

applicable proceés

Selection at the Taxat
access to live taxpayer

The competitior
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Import

1. Challenge Registratio
e Send an email to ta
attempt and yo
e Deadline: 6™ Nov

2. Briefing Session
e Date: 2 Novemb
e Time:10:00-13:
e Venue: RSL Acad
e All participants are

3. Submission of Propos
e Submit your propos I
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Informal Sector: economic
government regulation, taxa

Declarations / tax declarati
taxpayer's income, expen
uses to work out, or confir

Sustained Payment: Payin
in a while.

Tax obligations: Everything
keeping records, filing returns, «

Simplified Business Tax (SBT): Tc
below M2 000 000 and operatz
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