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Resident Individual Income Tax Rates – 2014 – 20151 

Changes in the Second Schedule to the Income Tax Act 1993 (as amended) 

 
A. Introduction 

1. The Government has made changes in the Second Schedule to the Income Tax Act 1993 

(as amended). This Schedule is applicable to resident individual Taxpayers, that is, 

employees, directors, and self-employed traders and professionals. This excludes 

companies, trustees and minors. The new rates are effective from 1 April 2014 as per 

the Income Tax (Amendment) Act No.2 of 2014 enacted and published on 13 June 

2014. It is therefore the expectation of Lesotho Revenue Authority (LRA) that 

employment income shall be taxed using these new rates from June 2014.  As a result, 

Section C below will show how employers should recover the tax overpaid under the 

PAYE system for the period April and May 2014.  

 

All other Taxpayers taxable under this schedule, for example, sole traders, partners 

etc., shall apply the new rates when they file their annual Income Tax Returns for the 

tax year ending 31 March 2015. 

 
B. The Changes 

2. The lower rate of tax has been reduced from 22% to 20%. 

 
3. The upper rate has been reduced from 35% to 30% 

 
4. The tax credit remains at M6100 annually or M 508.33 monthly. 

 
 

C. What do the Changes Mean and How They Are Applied/Effected? 

5. Any person earning an annual income of M30 500 (M2541.67 per month) or less does 

not pay tax.  

 
6. Any person earning a monthly employment income between M2541.67 and M4305.83 

pays tax at the lower rate of 20%. 

 

                                                 
1
 These notes are for information and illustration only. They do not replace the actual law. 

 
Serving You – Serving the Nation 
 
Re Sebeletsa Uena – Re Sebeletsa Sechaba 



 2 

7. Any portion of the monthly employment income above M4305.83 is taxed at the upper 

rate of 30%. 

 
8. All resident individuals are entitled to an annual Tax Credit of M6100 (M508.33 

monthly) which reduces the tax they should pay. 

 
9. The tax refund for employees under the PAYE system shall be effected in two ways:  

(a) By means of offset against subsequent liability for certain income levels; and  

(b) By means of electronic funds transfer (EFT), cash or cheque. 

 
10. The two months (April – May 2014) overpayment shall be offset or refunded within 

the period July to September 2014.  

 

11. In order to facilitate the refunds process, all employers shall be expected to request 

authorization to offset and/or provide the list of employees as indicated in Sections D 

and E below respectively. In the event that the employer fails to obtain authorization to 

offset or fails to submit the list for refunds by 15 July 2014, the refund of tax overpaid 

will be done through assessment upon filing of Income Tax Returns at the end of 

financial year (31 March 2015). 

 
12. For employees who are no longer liable to tax under the new tax rates, LRA will refund 

all the taxes overpaid in April and May 2014. These are Taxpayers who were earning 

between M2310.83 and M2541.67 per month. 

 
13. The LRA will also refund employees who earned between M2541.67 and M4305.83 per 

month, whose tax refund if offset, is likely to go beyond three months off-setting 

period.  

 

Simplified Tax Computation Using the New Rates 

Chargeable Income 1500.00 3114.00 5030.14       16582.00 

Tax Thereon: 1st  M4 305.83 

@ 20% 

Excess @ 30% 

300.00 622.80 861.17 861.17 

 

0.00 

 

0.00 

 

217.29 

 

3682.85 

Total 300.00 622.80 1078.46 4344.02 

Less: Tax credit 508.33 508.33 508.33 508.33 

Tax payable M0.00 M114.47 M570.13 M4035.69 
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Simplified Tax Computation Using the Old Rates 

Chargeable Income 1500.00 3114.00 5030.14        16582.00 

Tax Thereon: 1st  M4 305.83 

@ 22% 

Excess @ 35% 

330.00 

 

685.08 

 

947.28 

 

947.28 

 

0.00 0.00 253.51  4296.66 

Total 330.00 685.08 1200.79  5243.94 

Less: Tax credit 508.33 508.33 508.33 508.33 

Tax payable M0.00 M176.75 M692.46 M4735.61 

Monthly Overpayment2 M0.00 M62.28 M122.33  M699.92 

 

D. The Refund Process – Off-setting Method  

14. Off-setting means that the refund of tax overpaid in April and May 2014 will be by way 

of deduction of overpayment from tax liability of each individual employee in July, 

August and September 2014. This therefore means that the employee’s tax liability is 

reduced, effectively increasing his/her net pay.  

 

15. If the tax payable in July is larger than the accumulated overpayment then the 

employer can off-set the whole overpayment in July. This therefore means that the 

maximum amount of the overpayment that can be off-set cannot be greater than the 

monthly tax payable by the employees. 

 
16. Written application to offset must be made by employers by 15 July 2014. It is only 

through written authorization by LRA that employers can offset tax overpaid in April 

and May 2014 against tax liability in July, August and September 2014.  

 

E. The Refund Process – EFT, Cash or Cheque Method 

17. All employers shall compile and submit lists of their employees on or before 15th July 

2014. The lists must show the following for April and May 2014: 

(i) The employment income and the corresponding PAYE remitted, and the 

totals thereof; 
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(ii) Full name of each employee clearly indicating the surname and other 

name(s). This should ideally be the full names as they appear in official 

identification; 

(iii) Banking details for each employee; and 

(iv) Proof of payment of PAYE to LRA by the employer. 

 

18. The lists shall be in an electronic format for all employers who employ fifty (50) 

employees and above. Employers who employ less than fifty (50) employees may 

submit electronically otherwise printed version is required. 

 

19. Once the LRA is in receipt of such lists verification of the tax paid will be made. 

 

20. The refunds will be made through EFT in favour of the employees. 

 

21. In the event that the employer did not provide the banking details of employees, 

refunds will be made through cash or cheques as follows: 

 
(i) For overpayments that are equal to M100.00 or less, the LRA will make cash 

refunds to those employees who are based in Maseru. Cash refunds are 

collectible in person from the LRA Finance offices. 

 

(ii) In any other case, refund cheques will be drawn by the LRA, and these will be 

made payable to concerned employees. The LRA will forward all the cheques to 

the employers. The employers are expected to make the cheques available to the 

employees at their work place. 

 

F. Additional Information  

22. Declaration of other sources of income: Every employer has the responsibility to 

deduct the correct amount of tax and every employee has the responsibility to furnish 

the employer with the correct and all relevant information. An employer should 

therefore, know about other income sources of each employee to be able to deduct the 

correct amount of tax. 

 

23. Secondary employment: people with secondary employment would generally be 

falling within the higher tax band. This being the case, it therefore means that their 

secondary employer should tax all their earnings at the rate of 30%. There is no tax 
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credit available in this case since the main employer would have already allowed the 

employee the tax credit. 

 

24. Directors’ fees and sitting allowances: a number of individuals are engaged in 

board membership of different organizations. These individuals generally have other 

sources of income normally falling within the higher tax band. This therefore, means 

that the directors’ fees and sitting allowances they get should be taxed at the upper rate 

of 30%. There is no tax credit available in this case since the main employer would have 

already allowed the employee the tax credit. Where this is the only income the board 

member earns in a month (thus no other sources of income) then both 20% and 30% 

rates will apply and tax credit will be allowed.  

 

25. Pensions while in other employment activities: if a person who is in 

employment receives pensions from a former employer such a person should indicate 

to the pension payer (former employer) of this state of affairs and inform either the 

former employer or the current employer to tax the other earnings at the upper rate of 

tax, depending on the level of income from the other employment/pension source. 

 
26. Reflection on Tax Certificates (P16): the P16 should reflect PAYE at new tax rates 

even in the months where the tax overpayment has been offset or refunded. This 

basically means that the P16 should not appear as if there is still tax overpaid by the 

employees in April and May 2014. 

 

G. Enquiries and Submission of Required Information 

27. Enquiries, queries and employees lists should be directed to: 

Lesotho Revenue Authority   Lesotho Revenue Authority 

Advice Centre – Maseru              Taxpayer Education Unit 

Tel: 52215046     Tel: 52215089 

Fax: 22310357     Fax: 22310357 

Email: p.mohapi@lra.org.ls     Email: l.sepiriti@lra.org.ls  

 

Lesotho Revenue Authority   Lesotho Revenue Authority 

Advice Center – Leribe                Advice Center – Mohale’s Hoek 

Tel: 22400800     Tel: 22780862 

Fax: 22400004     Fax: 22780854 

Email: m.motaung@lra.org.ls    Email: n.makharilele@lra.org.ls  
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