
TAX TALK – TAX ON DEEMED DIVIDENDS  
 
FS: Following the 2016/2017 Budget announcement by the Minister for Finance, there was a 
mention of tax on deemed dividend, please explain. 
ACEO: Any after-tax profits by a company that is not applied towards maintenance or 
development of the business or reinvested in the company and is not distributed to its 
shareholders within 6 months after the end of the company’s fiscal year is a deemed dividend.  
The company will be required to account for dividend tax on amounts that are deemed 
dividends. Example:  A Co.’s fiscal year ends on 31 March. A Co has 2 shareholders Jone (80%) 
and Mary (20%). Mary is a non-resident. After tax profit for the tax year 2016 (Fiscal year ended 
31 March 2017) is $3000. If no dividend is declared by 30 September 2017 and the company 
has not made any plans to use those funds in any maintenance or development project, the 
whole $3000 will be deemed dividends. 
 
FS: What is the tax payable on the deemed dividend? 
ACEO: All dividend distribution (paid or credited) from 2016 tax year onwards are subject to 3% 
resident dividend withholding tax or 9% non-resident dividend withholding tax at the time of 
distribution. Dividend tax paid will be final and no further tax is applicable on any subsequent 
distribution. The tax applicable on deemed dividend is the same: 

 3% resident dividend withholding tax on the gross amount if the shareholder is a Fiji 
resident  

 9% non-resident dividend withholding tax on the gross amount if the shareholder is a 
non-resident (and the dividend is not exempt from non-resident dividend withholding 
tax) 

 9% non-resident dividend withholding tax on the after-tax profits of a permanent 
establishment of a non-resident and applies whether the after-tax profits are 
repatriated or retained in Fiji.   

 
FS: When is this tax payable to FRCA? 
ACEO: The tax deducted in respect of an amount that is a deemed dividend must be paid to 
FRCA by the end of the month following the month in which the amount was deemed to be a 
dividend.  
Example: Deemed dividend distribution based on shareholding:  
Jone $3000 x 80% = $2,400 
Mary $3,000  x 20% = $600 
A Co will be required to pay $126 in dividend tax as follows: 
Jone   $2400 x 3% = $72 
Mary $600  x 9% = $54 
The whole amount is payable by 31st October 2017 
 
FS: Will an individual be subject to claim a deduction once company withholds the dividend 
tax? 
ACEO: For individuals, the withholding tax on dividend is a final tax on the income. Income 
subject to separate taxation is not taken into account in the computation of chargeable income. 



Dividend income will not be subject to income tax in the hands of the recipient if the company 
has already deducted. 
 
FS: What happens to the undistributed profits for the period 2014 and 2015? 
ACEO: Undistributed profits for 2014 tax year and 2015 tax year will be taxed at 1% transitional 
tax and is final.  The due date for the payment of this transitional tax or the financial year 2015 
is 31 March 2016 and for the financial year 2016 is 30 September 2016. 
 
FS: What happens to the Dividend Regulation 2001? 
ACEO: The Dividend Regulations 2001 will be repealed effective from 1 August 2016. Due to the 
inconsistency in the treatment of dividends between the Dividend Regulations 2001 and the 
Income Tax Act 2015; Section 19 of the Interpretation Act provides that the Income Tax Act 
2015 will supersede the Dividend Regulations 2001; effective 1 January 2016.  
 
FS: What happens to assessments for 2014 and 2015 that were based on the Dividend 
Regulation? 
ACEO: Any assessments issued earlier will be immediately corrected and taxpayers to be 
advised accordingly. The new amendment now provides better understanding and application 
of the new Dividend Regime. FRCA will continue to work with the Stakeholders and Taxpayers 
of Fiji for effective implementation of Government policies for broader economic 
developments.  
 
FS: Will the withholding tax still be applicable if the dividend income is taxed under Income 
Tax? 
ACEO: The gross amount paid to a non-resident is subject to non-resident withholding tax. For 
dividends paid to non-residents, no withholding tax applies if the dividend income is subject to 
income tax; otherwise the tax is a final tax on the income. The company paying the dividend is 
not required to withhold dividend tax from an amount that is exempt income of the recipient. 
 
FS: Where a foreign company has a Permanent Establishment (PE) in Fiji, will the deeming 
dividend provision also apply? 
ACEO: Under section 10 (6) of the Income Tax Act (ITA), a Fijian PE is treated as a resident and a 
separate person from its non-resident head office. Its after-tax profits is treated as a dividend 
and this deeming provision requires the Fijian PE to pay 9% Non-resident dividend withholding 
tax (NRDWT) at the time the amount is paid or credited.  The tax applies whether the amount is 
remitted to the head office or invested in Fiji, in this regard it is payable at the time the amount 
is available to be ‘paid or credited’ to the head office. 
 
FS: What happens if after the end of the 7 month you still do not deduct the tax on deemed 
dividend on the retained profits for the financial year 2016.  
ACEO: Companies that have not declared a dividend for a tax year and who has not paid the tax 
on a deemed dividend to provide details of how the earnings have been or will be used for 
reinvestment in maintenance or development of the business.  Any dividend tax on deemed 
dividend which remains unpaid by the due date will attract a late payment penalty of 25%.  



Example A Co does not pay the dividend tax $5040 by 31st October 2017. The late payment 
penalty will be $1260 which is $5040 x 25%. 

 
FS: When the company finally distributes the 2016 and subsequent years profits to its 
members, will it be subject to again? 
ACEO: If any distributions are made out of 2016 profits in the future, the payment will be 
exempt from dividend tax 
Example At the end of the fiscal year ended 31/03/18, A Co makes a record profit and declares 
a dividend. The distribution includes part of the after tax profits for the tax year 2016.  No tax is 
payable on the portion of dividends that relates to the 2016 profits.  Under the Income Tax Act, 
the total income of a shareholder should include the amount of deemed dividend attributable 
to that shareholder.   
Example - ACo’s fiscal year ends on 31st October. ACo has 2 shareholders XCo (80%) and YCo 

(20%). a non-resident. Deemed dividend for the YE 31/10/16, $3000 was determined on 30 

April 2017. Deemed dividend distribution based on shareholding:  

(a)XCo $3000 x 80% = $2,400 

(bYCo $3,000  x 20% = $600 

ACo will be required to pay $126 in dividend tax as follows: 

(i) XCo = Company to company dividends are exempt from income tax therefore 
ACo is not required to pay any dividend tax on $2400; instead this amount will 
be included in XCo’s chargeable income   

(ii) YCo  $600  x 9% = $54 – this  amount is payable by 31st May 2017 
 

FS: Will the company include the deemed dividend tax paid in the certificate? 
ACEO: A company that has deemed dividends for a tax year is required to issue deemed 

dividend certificates to shareholders within 7 months after the end of the tax year.    

Example: Deemed dividend for the YE 31/10/16, $3000 was determined on 30 April 2017. 

Dividend tax on deemed dividend due on 31st May. Deemed dividend certificates must be given 

to shareholders by 31st May.  

 
FS: Who would be exempted from this deemed dividend provision? 

ACEO: A dividend is exempted from tax if paid by-  
(1) a company listed on the South Pacific Stock Exchange (SPSE) to its shareholders – 

resident and non-resident shareholders. 
(2) a company undergoing restructuring for the purpose of listing on the SPSE provided it is  

listed within 12 months of the restructure and remains registered for at least 3 years. 
(3) the Unit Trust of Fiji, the Colonial First State Income and Growth Fund, the Fijian Holdings 

Unit Trust and the Fijian Holdings Property Trust Fund to a resident shareholder 
(4) a unit trust approved by FRCA to a resident shareholder 
(5) a company to another resident company 

 


