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1  2012/2013 National Budget 

 

1.1 General Outlook 

The Minister of Finance and Development Planning has presented, on 18 January 2012, the national budget 

for the financial year March 2012 to April 2013. Normally Lesotho’s budget speech is made towards the end of 

February but this year the budget day had to come early as the country prepares for general elections in the 

first part of the calendar year. Last February, (2011), the budget presented a bleak picture due to the financial 

problems that had taken place. In this year’s budget there are better prospects as economic conditions are 

expected to improve. Lesotho has traditionally relied on customs revenues from the Southern Africa Customs 

Union (SACU) and this source has been dwindling in the recent past. But for the 2012/13 fiscal year revenues 

are projected to increase by M3.9 billion or 36.2% as a result of projected increases in the SACU revenues from 

M2.8 billion to M5.0 billion with the balance coming from projected increases in both income and value added 

taxes. This is indeed a welcome relief to the small economy. 

  

1.2 Revenue Targets 

The following changes (increases or decreases) in revenue targets have been projected for the coming year.   

 Income tax: individuals      20.7% 

 Income tax: companies      10.3% 

 Value Added Tax    - 2.3% (decrease) 

 Excise taxes     -30.5%  (decrease) 

 SACU (customs duties)      116.7% 

 

To the Lesotho Revenue Authority this generally presents even a more challenging year ahead, taking into 

consideration that the Authority has not been able to meet the set revenue targets for most of the past ten (10) 

months.     

1.3 Individual Income Tax Rates and Thresholds 

The 2012 budget proposes the following changes to the existing tax structure, that is, the thresholds and tax 

credit.  

 Tax credit  :  increase from M5000 pa to M5755 pa 

 Lower threshold  : increase from M22 788 pa to M26 160 pa 

 Upper threshold : increase from M40 368 pa to M48 744 pa. 

 

There are no changes in the tax rates applicable to the two thresholds as they remain at 22% for the lower 

band and 35% for the upper band. Because of the relatively low inflation rate the changes are aimed at 

reducing the effective tax rate and preventing bracket creeping for low income earners. 

 

http://www.theflagshop.co.uk/ekmps/shops/speed/images/lesotho-flag-148-p.jpg


2 
 

1.4 Income Tax Exemption on Terminal Benefits 

The budget further makes proposals for exemption of terminal benefits earned by employed persons. The 

exemption from income tax is limited to only the lump sum that an individual gets when an employment 

contracts ends through; expiry, termination or retirement. The exempt amount is limited to 25% of basic 

salary earned during the period of employment.  

 

1.5 Value Added Tax (VAT) Threshold 

When the country moved from general sales tax (GST) to value added tax (VAT) in 2003 the registration 

threshold was set at M500 000 (and incidentally one of the highest in the world) and has remained at that 

level up to now. This year’s budget proposes that the VAT registration threshold be raised to M850 000 per 

annum.  

  

2 Treaty Negotiations  

2.1 Tax Agreements 

Negotiation teams from Lesotho and Malaysia met in Malaysia from 16 to 20 January 2012 to negotiate an 

agreement for the avoidance of double taxation and prevention of fiscal evasion (DTA). Both economic and 

political relations between the two countries have been improving in recent times hence the need to have a 

DTA in place. The two negotiating parties expect the actually agreement to be finalized before the end of the 

calendar year due to the smoothness with which the negotiations progressed. A few outstanding issues are to 

be finalized through diplomatic channels. 

 

2.2 TIEAs 

March 2012 is likely to witness another multi-party bilateral negotiations of tax information exchange 

agreements (TIEAs) between Southern African Development Community (SADC) member states with the Isle 

of Man. This follows the successful similar negotiations concluded by some SADC member states with the 

States of Guernsey at the end of 2011. The arrangement is that SADC member states negotiate with the 

concerned jurisdiction in just one meeting but each member state will have its own TIEA at the end of the 

negotiation. In the case of SADC – States of Guernsey six (6) TIEAs were negotiated in one session, about two 

days. The benefits of this approach should be very apparent; it maximizes on the use of the limited resources 

and is made easy by the fact that SADC member states have developed their negotiation model, of course with 

individual reservations.  
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