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STANDARD INTERPRETATION GUIDELINE 2020-09 
 

INCOME TAX ACT 2015 - INCOME TAX (COVID-19 RESPONSE) (AMENDMENT) ACT 2020 

– COVID 19 RESPONSE BUDGET CHANGES 

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

operational practice in relation to the COVID – 19 Response budget changes applicable to the Income Tax Act 2015. 

 

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

 

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

 

This SIG is in effect from 1st April 2020 and may need to be reviewed in the event of any relevant legislative 

amendments. 
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PURPOSE 

1. The purpose of this Standard Interpretation Guideline (SIG) is to create awareness on the amendments to 

the Income Tax Act 2015 brought upon by the COVID – 19 Response Budget. 

 

2. The amendments have been effected through Act No. 3 of 2020 which is attached in the Appendix. 

INTRODUCTION  

3. The Income Tax (COVID-19 Response) (Amendment) Act 2020 brought about the following changes to the 

Income Tax Act 2015 which will be discussed in the SIG: 

a. commercial debt forgiven; 

b. export income deductions; 

c. thin capitalisation; 

d.  advance payments of tax during coronavirus disease (COVID-19) pandemic;  

e. withholding tax not as a final tax; and 

f. other amendments to Regulations. 

 

4. The examples used throughout this SIG are merely illustrative. They do not cover the infinite number of 

factual scenarios that may arise. The relevant legislative provisions must be considered and applied to each 

case on its particular facts. That is, conclusions should not be drawn by determining whether the facts of a 

particulars case may be analogous with particular examples, but rather on the basis of applying the correct 

tests established by the law. 

 

5. In this SIG, any reference to the term “Minister” is a reference to the Minister responsible for Finance1. 

 

6. The full text of the legislative provisions is contained in the Appendix.   

  

LEGISLATIVE ANALYSIS 
Commercial Debt Forgiven 

7. Section 17(1)(f) of the Income Tax Act 2015 provides that any commercial debt that is forgiven between 

associates is included in the business income of a person conducting a business. 

  

8. On 26th March 2020, the Honorable Aiyaz Sayed-Khaiyum, Attorney-General and Minister for Economy, Civil 

Service and Communications stated the following in Parliament during the COVID-19 Response Budget 

deliberations: 

 

“Debt forgiveness by associated companies will not be subject to income tax. This applies to the forgiving of 

any and all outstanding debt, effective from 1 April 2020 through 31 December 2020.” 

 

9.  Act 3 of 2020 inserts a new subsection (1B) in section 17 of the ITA 2015 which reads as follows: 

 

(1B) Notwithstanding subsection (1)(f), any commercial debt between associates that is— 

(a) incurred on or before 26 March 2020; and 

(b) forgiven on and from 1 April 2020 to 31 December 2020, 

is not included in the business income of a person conducting a business. 

                                                        
1 Regulation 3 – definition of “Minister” 
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10. The implications of the above is that any commercial debt that was incurred on or before 26 March 2020 and 

is forgiven within 1st April 2020 to 31st December 2020 is not regarded as business income which 

consequently means that the same is not subject to income tax.  

  

11. To determine when the debt was incurred, the Chief Executive Officer will look at the date of any stamped 

agreement which existed between the parties or the date in which the funds were transferred from the 

lender to the borrower.  

 

12. Where there is debt that has arisen in relation to supply, FRCS will look at the relevant source documents 

and any agreements to determine the date on which the debt was incurred. 

 

13. Example 

A and B are subsidiaries of C, making all three associates. On 1st April 2018, C provides a loan of $500,000 to 

B to fund its operations. On 15th May 2020, C decides to forgive the debt owed by B. 

 

Implications: While in normal circumstances, the forgiveness of debt would be regarded as business income 

for B, under section 17(1B), the debt forgiven would not be regarded as business income. The 

loan was incurred prior to 26th March 2020 and the same was forgiven between 1st April 2020 

and 31st December 2020. Therefore, the debt forgiven will not be considered as business income 

for B. 

 

C and A enter into a loan agreement on the 5th of January 2020 but the funds is not transferred until 18th April 

2020. The loan agreement is not stamped under the provisions of the Stamp Duty Act 1920. The loan is 

subsequently forgiven on the 15th of December 2020. 

 

Implications: The first condition is that the debt must have incurred on or before 26th March 2020. As stated 

in paragraph 13, the CEO will look at any agreements between the parties. While there is an 

agreement in place between A and C dated 5th January 2020, the same is not stamped and is 

considered as inadmissible in court2. Therefore, the CEO will take the transfer date of 18th April 

2020 as the date on which the loan is incurred. The debt forgiven would not qualify under section 

17(1B) of ITA 2015 and the same would be regarded as business income of A under section 

17(1)(f) of ITA 2015. 

Export Income Deductions 

14. The COVID-19 response budget also brings about an amendment to the export income deduction (EID) rate 

from 50% to 60% for the tax year 20203. 

 

15. The amendment also provides the EID incentive for the 2021 and 2022 tax years at a rate of 60% as well. 

 

16. The Chief Executive Officer will issue a separate SIG to provide guidance on the EID incentive. 

 

                                                        
2 Section 41 of Stamp Duty Act 1920 
3 Section 3 of Act 3 of 2020 
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Thin Capitalisation 

17. Under the usual thin captilisation rules a foreign-controlled resident company that has a debt-to-equity ratio 

in excess of 2:1 at any time during a tax year, is disallowed a deduction for the interest paid by the company 

during the year on the excess debt for the period the 2:1 debt-to-equity ratio is exceeded. 

  

18. Section 4 of the Income Tax (COVID-19 Response) (Amendment) Act 2020 provides an exception to the above 

rule for debts incurred by foreign-controlled resident company on and from 1 April 2020 to 31 December 

2020 resulting in a debt-to-equity ratio in excess of 2: 1 at any time during the foreign-controlled resident 

company’s tax year. 

 

19. The intention behind the amendment is mirrored in the budget address where the Minister for Economy 

stated the following:  

 

 “from 1 April through the end of December, thin capitalisation rules will be suspended for local business 

subsidiaries that rely heavily on borrowings from their parent companies overseas. Previously, these 

businesses were limited to a 2:1 debt-to-equity ratio to qualify for tax deductions; by relaxing this threshold, 

we will further ensure the cost of borrowing is muted for our foreign-controlled businesses to access capital 

from their parent companies.” 

 

20. Example 

A (a resident company) is a subsidiary of B (a foreign company). In 2019 A had maintained debt levels of $1m 

with equity of $750,000. A is seeking to claim interest expenses on the $1m debt for its 2019 return of income. 

 

Implication: 2019 

under the normal rules, businesses are limited to 2:1 debt to equity ratio for tax deductions. The 

taxpayer has a debt to equity ratio which does not exceed the 2:1 ratio. Therefore, A is entitled 

to claim the full interest expense for the $1m debt. 

 

During the COVID-19 period, A decides to borrow from its parent foreign company to fund its 

operations. A borrows $1m from B on the 5th of April 2020 bringing its total debt to $2m with 

equity of $750,000. A is seeking to claim the interest expense on the $2m debt in its 2020 Return 

of Income 

 Implication: 1st April 2020 to 31st December 2020 

Under the usual rules, A would be limited to interest expense on the 2:1 debt to equity ratio from 

5th of April 2020 to 31st December 2020; which means that A would have only been able to claim 

interest expense on debt of $1.5m only. 

 

Debt (2): Equity (1) 

Debt (x): Equity ($750,000) 

$1.5m: $750,000 

 

However, the debt to equity rules have been relaxed for the above period in order to promote 

foreign parent companies to lend to resident companies in order to allow the resident company 
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to borrow and invest in the economy. Therefore, A would be able to claim the entire interest 

expense in relation to the $2m debt for the 2020 Return of Income.  

 

Advance payments of tax during coronavirus disease (COVID-19) pandemic  

21. The COVID-19 response budget brought in new rules for the payment of advance tax during the corona virus 

pandemic.  

  

22. These amendments will be discussed in a separate SIG which will be issued concurrently with this 

SIG.  

Withholding tax not as a final tax 

23. Section 6 of the Income Tax (COVID-19 Response) (Amendment) Act 2020 inserts a new section 

(section 125A) which introduces rules for when withholding tax is not a final tax for the purposes of 

ITA 2015.  

  

24. These amendments will be discussed in a separate SIG which will be issued concurrently with this 

SIG.  

 

AMENDMENTS TO THE REGULATIONS  

25. There are a number of budget policies which have been reflected through amendments to the 

Regulations issued under the Income Tax Act 2015 as well. Guidelines relating to these amendments 

will be discussed henceforth and in some cases it may be discussed in a separate SIG, 

Income Tax (Employment Incentives) (Amendment) Regulations 2020  

26. The Income Tax (Employment Incentives) Regulations 2016 has been amended to reflect the 

changes in rates for the incentives and the extension of timelines for some employment related 

incentives.  

  

27. A new incentive has been offered for employees affected by the COVID-19 pandemic as well. 

 

28. The CEO will issue a separate SIG which will provide guidance on the current Employment Taxation 

Scheme concurrently with this SIG.  

 

Income Tax (Hotel Investment Incentives) (Amendment) Regulations 2020 
29. The Income Tax (Hotel Investment Incentives) Regulations 2016 has also been amended to reflect 

the reduction in the required capital investment to qualify for the incentive during the COVID-19 

pandemic and the relative tax incentives offered for each tier of capital investment.  

  

30. The CEO will issue a separate SIG which will provide guidance on the Hotel Investment Incentives 

concurrently with this SIG.  
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Income Tax (Other Incentives) (Amendment) Regulations 2020  

31. The Income Tax (Other Incentives) Regulations 2018 has been amended to include two new 

incentives available to the taxpayer community. These are related to: 

a. Reduction of rent; and 

b. Contributions towards the COVID-19 fund. 

Reduction of rent  

32. If a landlord reduces the rent payable under a tenancy agreement, the landlord is allowed a 

deduction for the aggregate sum of the difference between the rent payable on 26th March 2020 

and the rent payable in the deduction period. 

  

33. The incentive is only applicable for agreements for commercial purposes only and not for residential 

purpose. The incentive is only available from 27 March 2020 to 31 December 2020. 

 

34. In order to qualify for the incentive, the tenancy agreement must have been in effect for 6 

consecutive months prior to 26th March 2020.  

 

35. In order to effect the changes in the monthly rent, a new tenancy agreement should not be entered 

into rather the terms of the original agreement must be amended. 

 

36. The policy intent behind this incentive is stated in the budget address by the Minister: 

 

“To incentivise commercial landlords to reduce rent to fit our current economic landscape, and 

prevent the disruption of broken leases by easing the burden of these reductions, a tax deduction 

will also be given to cover any deductions made to existing rent contracts. This reduction will apply 

for rent payable between 1 April and 31 December 2020.” 

 

37. Example 

X Co owns commercial property consisting of a warehouse and office space. X Co has a tenancy 

agreement with Z Co from 1st January 2019 for use of the warehouse with a monthly rent of $5,000. 

Due to the COVID-19 pandemic the parties decide to reduce the monthly rent to $2000 effective 1st 

April 2020. 

 

Would X Co qualify for the deduction? 

 

The conditions to qualify for the incentive are: 

1. There must be a reduction in rent payable; 

2. The tenancy agreement must be for commercial purposes; 

3. The tenancy agreement must have been in effect for 6 consecutive months prior to 26th 

March 2020 
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There is a reduction in rent from $5000 to $2000. The tenancy agreement is for commercial 

purposes and has been in effect for more than 6 consecutive months prior to 26th March 2020. 

Therefore, X Co will be eligible to claim the deduction of $3000 per month till 31st December 2020. 

 

Contributions towards the COVID-19 fund 

38. A 300% tax deduction has also been introduced for cash donation made in a tax year to a fund 

established by the Government to respond to the COVID-19 pandemic.  

  

39. The fund will be used for any of the following— 

a. to procure medical supplies and personal protective equipment; 

b. to establish and maintain quarantine facilities; 

c. to maintain food security; 

d. to assist employees affected by the COVID-19 pandemic; 

e. to assist industries affected by the COVID-19 pandemic; or 

f. any other COVID-19 pandemic related response approved by the Minister. 

  

Income Tax (Depreciation Rates) (Amendment) Regulations 2020  

40.  Regulation 4 of the Income Tax (Depreciation Rates) Regulations 2016 has been amended to 

increase the scope of depreciable assets which qualify for 100% write-off expenditure in the tax year 

it was incurred. 

 

41. Prior to the amendment the 100% write off was applicable to depreciable asset with a cost of $1,000 

or less. The amendment broadens the scope to depreciable assets with a cost from $1000 to $10,000 

provided the depreciable asset is acquired between 1st April 2020 to 31st December 2020.  

 

Income Tax (Collection of Provisional Tax) (Amendment) Regulations 2020 
42. The COVID-19 response budget reintroduces the certificate of exemption on provisional tax. 

  

43. The amendments allow the CEO to issue a certificate of exemption to any person who is engaged in 

a contract for service and is required to pay provisional tax.  

 

44. A person who is issued with a certificate of exemption is entitled to receive the full money payable 

for the contract for service without any deduction of any sum as provisional tax.  

 

45. The CEO may prescribe his or her own conditions for a person to qualify for the certificate of 

exemption, and the CEO may withdraw the certificate of exemption by giving a written notice to the 

certificate holder. 
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Income Tax (Allowances for Depreciation and Improvements) (Amendment) Regulations 2020 

46. The Income Tax (Allowances for Depreciation and Improvements) Regulations 2019 has brought in 

some amendments to accelerated allowances for buildings.  

 

47. The Regulations has been amended in Part 4 (Accelerated Allowances for Buildings) to include 

building construction projects which are used for commercial or industrial purposes including multi-

story and multi-unit residential buildings.  

 

48. The accelerated depreciation allowance is applicable to building construction projects provided that 

the erection of such building commences on or after 1 April 2020 and a provisional and final approval 

has been granted4.  

Provisional Approval 
49. A taxpayer seeking provisional approval for accelerated depreciation allowance on the building 

construction project must apply in writing to the CEO5 with the following information: 

a) the name and address of the taxpayer; 

b) if the taxpayer is a company, the registered office of the company and the names of all 

directors and shareholders of the company together, including shareholdings of the directors 

and shareholders; 

c) a recent statement of all assets and liabilities of the taxpayer; 

d) evidence of the taxpayer’s ability to complete the building construction project; and 

e) estimates of the projected income from the new building6. 

 

50. The CEO may require the applicant to provide other information he or she may consider necessary 

in relation to the application and the CEO may also prescribe particular requirements applicable to 

any particular area of Fiji7.  

  

51. For a provisional approval to be provided by the Minister or the CEO, the Minister or the CEO must 

be satisfied that: 

a) the application is for an investment in a building construction project; and 

b) the taxpayer intends to complete and is capable of completing the building construction 

project8. 

 

This is achieved by assessing the following: 

a) the assets and liabilities of the taxpayer; 

b) the nature and extent of the investment; 

c) the capability of the taxpayer to complete the building construction project; and 

                                                        
4 Regulation 11(2)(e) of Income Tax (Allowances for Depreciation and Improvements) Regulations 2019 
5 Regulation 11A(1) above note 8 
6 Regulation 11A(2) above note 8 
7 Regulation 11A(3) above note 8 
8 Regulation 11B(2) above note 8 
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d) such other matters as the CEO may consider relevant9.  

 

52. If the CEO is not satisfied that the application is for an investment in a building construction project 

or that taxpayer intends to complete and is capable of completing the building construction project, 

the CEO may reject the application for provisional approval for the building construction project.  

 

53. The decision of the CEO to reject an application is final10. This means that the rejection is not a tax 

decision which can be objected to under the Tax Administration Act 2009.  

 

54. However, a taxpayer whose application has been rejected (either wholly or partially) may make a 

new application or amend and resubmit the original application. 

 

55. If provisional approval is granted, the CEO will refer the taxpayer to the Building Permits Evaluation 

Committee established under section 4(1) of the Regulation of Building Permits Act 201711.  

  

Completion of the Building Construction Project (Timelines)  

56. If a taxpayer has been granted provisional approval, the taxpayer must commence the erection of 

the building construction project within 12 months from the date on which the provisional approval 

is granted12.  

  

57. If an applicant to whom provisional approval has been granted is unable to commence the erection 

of the building construction project within the 12 months due to unforeseen circumstances or some 

other act beyond the control of the applicant, the applicant may apply in writing to the Minister to 

extend such period13. 

Final Approval 

58. The taxpayer may apply to the Minister for final approval if: 

a) the taxpayer has been granted provisional approval; and 

b) has completed the building completion project within the timelines. 

 

59. The application for final approval must be made in writing and supported by the following: 

a) fully audited final accounts showing the total cost of the project; and 

b) a completion certificate from the local authority.  

 
60. If the Minister is not satisfied that: 

a. the taxpayer has failed to complete the project; and 

b. has complied with any conditions upon which provisional approval was granted; 

                                                        
9 Regulation 11B(3) above note 8 
10 Regulation 11B(5) above note 8 
11 Regulation 11B(4) above note 8 
12 Regulation 11B(7) above note 8 
13 Regulation 11D above note 8 
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the Minister may reject the application for final approval to the taxpayer14. The decision to reject 
the application is made in writing by the Minister to the applicant and to the CEO. 
  

61. The effect of final approval is that the building project would meet its definition under Regulation 

10 and Regulation 11(2) of the Income Tax (Allowances for Depreciation and Improvements) 

Regulations 2019.  

  
62. By meeting the definition criteria, the taxpayer is eligible to claim an accelerated depreciation of 

100% of the capital expenditure incurred by the taxpayer on the erection of the building15.  

 

63. Furthermore, the 100% accelerated depreciation allowance is extended to the following as well: 

 

a) buildings which are used for an Information Communications Technology business or 

agriculture, fisheries and forestry, the erection of which commenced on or after 1 August 2017 

and completed on or before 31 December 2028; and 

 
b) buildings which are used for greenhouse and nursery buildings, research labs and pack houses, 

the erection of which commenced on or after 1 August 2018 and completed on or before 31 

December 202816. 

 

64. The 20% accelerated depreciation allowance remains applicable to the following: 

a) buildings which are used for commercial or industrial purposes, the erection of which 

commenced on or after 1 January 1999 and completed on or before 31 December 2018; and 

 
b) buildings which are not designed to be used as a hotel or for residential purposes, the erection 

of which commenced on or after 1 January 1999 and completed on or before 31 December 

201817. 

 
65. For further information and clarification in regard to this SIG, please email us at tipu@frcs.org.fj  

 
 
  
  

                                                        
14 Regulation 11C(4) above note 8 
15 Regulation 12(3) above note 8 
16 Regulation 11(2) (c) and (d), above note 8 
17 Regulation 11(2) (a) and (b), above note 8 

mailto:tipu@frcs.org.fj


11 | P a g e  
   

A world class revenue service delivering excellence in revenue collection, border protection, trade and travel facilitation 

 

APPENDIX: LEGISLATION 
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