
 

 

STANDARD INTERPRETATION GUIDELINE 2019-06 

Income Tax – Substituted & Transitional Tax Year 

 

This Standard Interpretation Guideline (‘SIG’) sets out Fiji Revenue and Customs Service’s’ (FRCS’) policy 

and operational practice in relation to substituted and transitional tax year.   

It is issued with the authority of the Chief Executive Officer of FRCS.   

All legislative references in this SIG are to the Income Tax Act 2015 (unless otherwise stated).   

This SIG is in effect from 27th March 2019 and may need to be reviewed in the event of any relevant 

legislative amendments. 
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EXECUTIVE SUMMARY 

1. Income tax is imposed on a person in respect of chargeable income derived for each tax year. Tax year 
refers to a calendar year, substituted tax year or transitional tax year.     
 

2. For the purposes of income tax, a company can make an application to the CEO to change its tax year 

from calendar year to substituted tax year. Substituted tax year is a period of 12 months other than a 

calendar year.  

 

3. A company selects a substituted tax year other than a calendar year in order to align its tax year with 

financial year where it is required by the company to harmonise its consolidated financial statements 

with that of other consolidated entities.  

 

4. Under section 36 of the Income Tax Act (ITA) only companies can make an application to change its 

tax year from a calendar year to substituted tax year. For other persons such as individual and 

partnerships, tax year will always be a calendar year.    

 

5. A company which changes its tax year from calendar year to substituted tax year may have a 

“transitional period”.  

 

6. Transitional period is the period between the end of the last calendar year and commencement of 

the first substituted year.    

 

7. If a transitional period is equal to or less than six months, transitional period will become part of the 

first substituted tax year and for purpose of income tax financial statements for first substituted tax 

year will also include all the financial transaction executed by the company in the transitional period.   

 

8. Where transitional period is more than six months that transitional period is treated as a separate tax 

year referred to as a “transitional tax year”.  

 

9. For the purposes of income tax, a company having a transitional tax year will be required to file the 

income tax return within 3 months after the end of transitional tax year.  

 

10. Tax rules may change from year to year. The question however is, which year’s tax rules to apply to a 

substituted tax year. If a substituted tax year ends in the period between 1st January to 30th June, then 

tax rules of the year in which substituted tax year commenced will apply. 

 

11. If substituted tax year ends in the period between 1st July to 31st December, then tax rules of the year 

in which substituted tax year ends will apply.      
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INTRODUCTION 

12. Income tax is imposed on a person who has a chargeable income for a tax year.   

 

13. Normal tax year of a company is calendar year, however, tax year of a company can also be substituted 

tax year or transitional tax year.  

 

14. Section 36 of the Income Tax Act (ITA) provides that a company carrying on business may, with the 

permission of the CEO, use a different period of 12 months, referred to as a substituted tax year as 

the company’s tax year for the purposes of the income tax.   

 

15. Only companies have an option to change their tax year from calendar year to substituted tax year. 

For other person such as individuals and partnership their tax year remains as calendar year.   

 

16. Upon changing the tax year from calendar year to substituted tax year, period between the end of 

calendar year and commencement of the first substituted tax year is referred to as “transitional 

period”.  

 

17. If transitional period is six months or less, transitional period is treated as part of the first substituted 

tax year and if the transitional period exceeds six months, transitional period is treated as a separate 

tax year referred to as a “transitional tax year”. 

 
LEGISLATIVE ANALYSIS  
 
Imposition of Income Tax 
 
18. Under section 8 of the ITA, income tax is imposed on a person in respect of chargeable income derived 

for each tax year. 
 

19. Tax year is defined in section 2 of the ITA as the calendar year, commencing from 1s January and 
ending at 31st December of the year. It also includes the substituted tax year and transitional tax year.     

 
Substituted Tax Year  
 
20. According to section 36(1) of the ITA a company carrying on a business may, with the written approval 

of the CEO, adopt a period of 12 months other than the calendar year as the tax year of the company 
referred to as the substituted tax year.   

 
21. If a company opts to select the tax year other than a calendar year, company is required to make an 

application to the CEO for permission to use a different period of 12 months as their tax year for the 
purpose of ITA.  

 
22. If permission is granted, company’s tax year for the purpose of the ITA is substituted tax year.  
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23. Reference is made to section 407(4) of the Companies Act 2015 of Fiji which requires a company that 
has to prepare consolidated financial statements must do whatever is necessary to ensure that the 
financial years of the consolidated entities are harmonized with its own financial years.  

 
24. A company carrying on business may want to use a substituted tax year to align its tax year with 

financial period of the company which may be different from the calendar year.  
 
25. This avoids compliance costs that would be incurred if the person has to prepare two sets of financial 

statements based on different financial periods. 

 
Example 1  
 
A Fiji subsidiary of a foreign company may use the period 1st April to 31st March as its financial period 
being the financial period of the multinational group to which it belongs.  
 
In this case, the subsidiary may also use that period as its tax year in Fiji to avoid having to prepare 
separate financial statements for tax purposes. 

 
26. Company given permission to use a substituted tax year must use that year as its tax year for all 

successive years unless the CEO has given permission to use another period as its tax year, this 
includes reverting back to the calendar year. 
 

27. Company’s application to use a substituted tax year will be rejected if it is assessed and the CEO 
discovers that the intent of the company is to defer tax liabilities.   
 

28. According to section 36 of the ITA only companies can make an application to CEO for permission to 
use substituted tax year. For all other persons such as individuals and partnerships, tax year will 
remain as calendar year.  

 
29. The CEO’s decision on an application to use a substituted tax year or to change a substituted tax year 

is a tax decision for the purpose of the Tax Administration Act. This means that a company dissatisfied 
with the CEO’s decision on the application can object to the decision as per the objection procedure 
stated in section 16 of the Tax Administration Act. 

 

Transitional Period 

 

30.  If a company is given permission to change its tax year under section 36(1) of the ITA, the company 

will have a transitional period before the substituted tax year becomes effective. 

 

31. Transitional period is the period between the end of last full tax year (usually the full calendar year 

prior to the change) and the date on which the new substituted tax year commences.  
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32. Figure below illustrates the computation of transitional period. 

 

 

Example 2  

 

Company AB Ltd was given approval to have a substituted tax year from 1st July 2019. Prior to the 

approval, the company had calendar year as its tax year and it ended on 31st December, 2018. 

 

The period between end of the last calendar year 31st December, 2018 and commencement of first 

substituted tax year 1st July, 2019 is transitional period which commenced on 1st January, 2019 and 

will end on 30th June, 2019.     

 

Transitional Period Equal to or Less Than Six Months  

 

33. If the transitional period is six months or less, section 36(2) of ITA provides that the transitional period 

is treated as part of the first substituted tax year. 

 

34. The first substituted tax year of the company will begin at the commencement date of the transitional 

period and will end on the last date of the first substituted tax year. Second substituted tax year will 

begin on approved (actual) date of the substituted tax year.  

 

35. For the purposes of income tax, financial statements of the first substituted tax year must include all 

the financial transactions of the transitional period and first substituted tax year.   

 

 

Approval given for tax year to be treated as 
substituted tax year from 1st April 2018 to 

31st March 2019. 

  
Tax year as the calendar 

year from 1st January 
2017 to 31st December 

2017 

 
 
 
                             2017                                                                        2018                                      2019  
 
 
1 Jan                                                 31 Dec                                         1 April                  31 Dec               31 March  
 
 
 
 
 

Transitional Period from 1st January 2018 to 31st March 2018 
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Example 3  

  

Reference is made to example 2, where company has transitional period from 1st January, 2019 to 30th 

June, 2019. Transitional period is equal to six months, hence it will be treated as part of the first 

substituted tax year. 

 

Company AB’s tax return for the first substituted tax year will also include all the financial transaction 

of transitional period.  

 

Transitional Period More Than Six Months  

 

36. If the transitional period exceeds six months, section 36(3) of ITA provides that transitional period is 

treated as a separate tax year referred to as a “transitional tax year”. 

  

37. For purpose of income tax, company having a transitional tax year will be required to prepare financial 

statements for financial transactions executed in transitional tax year.  

 

38. After the end of transitional tax year, company will be required to file an income tax return for the 

transitional tax year within 3 months as required under section 104 of ITA.   

 

Example 4 

 

Reference is made to the example 2, if company AB Ltd was given approval to have a substituted tax 

year from 1st October, 2019 and the last tax year was the calendar year ended on 31st December, 

2018. 

 

Company AB Ltd will have transitional period from 1st January, 2019 to 30th September, 2019. 

Transitional period exceeds six months and it will be treated as the separate tax year for company AB 

Ltd as transitional tax year commencing on 1st January, 2019 and ending on 30th September, 2019.  

 

Applicable Calendar Year for Substituted Tax Year   

 

39. As the tax rules may change from year to year (example tax rates), it is necessary to know which tax 

rules apply to a substituted or transitional tax year. 

 

40. Section 36(4) of ITA provides, if substituted or transitional tax year ends in the period between 1st 

January to 30th June, the applicable law is the law for the calendar year in which the substituted or 

transitional tax year commenced.   
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Example 5 

 

Reference is made to example 2, where substituted tax year for company AB Ltd will end on 30th June, 

2020 the applicable tax law of 2019 calendar year will apply to the company AB Ltd substituted tax 

year from 1st July, 2019 to 30th June, 2020.    

 

41. If the substituted or transitional tax year ends in the period between 1st July to 31st December, the 

applicable law is the law for the calendar year in which the substituted or transitional tax year ends. 

 

Example 6 

 

Reference is made to example 4, where substituted tax year for company AB Ltd will end on 30th 

September, 2020 the applicable tax law of 2020 calendar year will apply to the company AB’s 

substituted tax year from 1st October, 2019 to 30th September, 2020.    
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APPENDIX ONE - Illustrative Example 

Applicable Calendar Year for Substituted Tax Year   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Calendar Year 2018 Calendar Year 2019 Deemed 
Calendar 
Year     

Substituted Year: 
Commencement Date 

Substituted Year: 
Ending Date 

1st February 31st January 2018 

1st March 28th February 2018 

1st April 31st March 2018 

1st May 30th April 2018 

1st June  31st May 2018 

1st July 30th June  2018 

1st August 31st July 2019 

1st September 31st August 2019 

1st October 30th September 2019 

1st November 31st October 2019 

1st December 30th November 2019 
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APPENDIX TWO – Income Tax Act 2015 

Interpretation 
2. In this Act, unless the context otherwise requires— 

“tax year” means the Calendar year and includes a substituted tax year and transitional tax year under 

section 36; 

Substituted tax year 
 

36.(1) A company carrying on a business may, with the written approval of the CEO, adopt a period of 12 
months other than the Calendar year as the tax year of the company (referred to as the “substituted tax 
year”) and that period is the tax year for the company for each succeeding year unless, with the written 
approval of the CEO, another period of 12 months is adopted as the company’s tax year.  
 
(2) If a company’s tax year changes as a result of subsection (1) and the period between the last full tax 
year prior to the change and the date on which the new tax year commences is 6 months or less (referred 
to as the transitional period), the transitional period is treated as part of the first substituted tax year.  
 
(3) If a company’s tax year changes as a result of subsection (1) and the transitional period is more than 6 
months, the transitional period is treated as a separate tax year (referred to as the “transitional tax year”).  
 
(4) The law under this Act applicable to a substituted tax year or a transitional tax year is  
 

(a) if the substituted tax year or transitional tax year ends in the period 1st January to 30th June, the 
law applicable for the Calendar year in which the substituted tax year or transitional tax year 
commenced; or 

(b) (b) if the substituted tax year or transitional tax year ends in the period 1st July to 31st December, 
the law applicable for the Calendar year in which the substituted tax year or transitional tax year 
ends. 


