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STANDARD INTERPRETATION GUIDELINE 2020-10 
 
INCOME TAX ACT 2015 – INCOME TAX (HOTEL INVESTMENT INCENTIVES) REGULATIONS 2016 – HOTEL 

INVESTMENT INCENTIVES (COVID 19 RESPONSE BUDGET) 

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

operational practice in relation to hotel investment incentives announced in 2020 COVID-19 Response Budget. 

 

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

 

All legislative references in this SIG are to the Income Tax Act 2015 (ITA 2015), the Income Tax (Hotel Investment 

Incentives) Regulations 2016 (“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 discuss CEO’s interpretation and application 

of amendments made to hotel investment incentive in the COVID-19 Response Budget by passing of Income 

Tax (Hotel Investment Incentives) (Amendment) Regulations 2020. 

  

2. Through this SIG, the CEO provides awareness and clarity on the changes made to hotel investment incentive 

to ensure correct application of legal provisions, the procedural requirements and related tax benefits. 

 INTRODUCTION 

 

3. COVID-19 pandemic is a complicated crisis having long term ramifications on economies of various countries. 

Even though most business sectors have been negatively impacted due to the pandemic, the tourism sector 

in particular has suffered a major setback. 

 

4. Tourism sector is a major contributor to the GDP of Fiji of which hotel industry is an integral part. As a result 

of COVID-19 pandemic, tourism sector has seen a decline in business, consequent to which hotel industry 

has been adversely affected. 

 

5. In order to keep hotel business afloat, amendments have been made to the already attractive incentives 

available to hotel industry to lure current industry operators and future hotel investors.  

 

6. Primary objective of the amended Regulations is to provide impetus to hotel investors by increasing the 

currently available financial inducements together with certainty about the way the Regulations shall apply. 

 

7. The incentive package was originally outlined in Income Tax (Hotel Investment Incentives) Regulations 2016 

to which further relaxation was made in the COVID-19 Response Budget by bringing about amendments 

through the Income Tax (Hotel Investment Incentives) (Amendment) Regulations 2020, discussed 

henceforth. 

 

8. Broadly, the Regulation provides two kinds of financial inducements –  

 

a) Standard Allowance; and  

b) Short Life Investment Package (SLIP) 

 

9. Standard Allowance under Part 2 of the Regulations is available to a hotel owner who has been given final 

approval in respect of a project1. Here, there are no restrictions with regard to the capital investment in a 

project, where the project could be a new hotel, extension of an existing hotel, refurbishment and renovation 

or buying of units in a hotel or integrated tourism development.  

 

10. SLIP means the various exemptions, concessions and allowances given to a company under short life 

investment. The main exemption is the tax holiday period available to a company that has met the 

requirements of Short Life Investment. Short Life Investment means building of a new hotel or integrated 

                                                      
1 Regulation 2 - Project means the building of a new hotel, the extension of an existing hotel or any refurbishment and renovation of 

buying of units in a hotel or integrated tourism development 
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tourism development with capital investment above $7000,000 or $250,000, depending on the 

commencement date of construction. 

 

11. In line with the policy intention highlighted by the Minister in the COVID 19 Response Budget speech, 

amendments have been made to the Regulations to boost hotel industry, as discussed below.  

 

12. Regulation 2: Amendment to definition of Short Life Investment. 

 

Short Life Investment will now include building of a new hotel or integrated tourism development with capital 

investment over $250,000, provided the construction commences on or after 01.04.2020 and is completed 

within 24 months from the date of provisional approval’.2  

 

13. For the purpose of comparison with the earlier definition, it needs to be noted that previously a short life 

investment had required the hotel project to have capital investment over $7000,000 only.  

 

However, with this amendment, in addition to the current capital investment of $7000,000, a new 

substantially reduced capital investment threshold has been introduced of $250,000 only, provided the 

commencement date of construction is on or after 01.04.2020 and the construction is completed within a 

period of 24 months from the date of granting provisional approval.  

 

Where a company is not able to commence the construction within 2 years from the date of provisional 

approval, the project may be extended. The reason for requesting extension must be only on account of an 

unforeseen circumstance or some other act beyond the control of the company3 

 

14. Regulation 9(6): The provision that capital expenditure will be allowed to a hotel for refurbishment and 

renovation only if the hotel has been in operation for a period of not less than 5 years, stands repealed4.   

 

Effect of this amendment is that even if the hotel is in operation for less than 5 years, the cost incurred by 

the hotel owner for refurbishing and renovating shall be allowed as capital expenditure for the purposes of 

computing 25% investment allowance under Regulation 9. 

 

15. Regulation 11: The provision relating to ‘procedure in case of a loss’ has been repealed5. 

 

Effect of this amendment is that if as a result of providing investment allowance, the hotel owner incurs loss, 

the loss will be carried forward and set off against taxable income of hotel business or hotel premises, for 

the next successive years of income, not limited to 4 years only. 

 

16. Regulation 12: the provision relating to Applicability of Standard Allowance stands repealed.  

 

Effect of this amendment is that Standard Allowance benefits, including investment allowance deduction of 

25% of taxable income under Regulation 9, shall now be available to existing and new hotels regardless of 

their date of licence or operation. 

 

                                                      
2 Regulation 2 – Interpretation 
3 Regulation 18 – Extension of time for commencement of construction 
4 Regulation 9(6) is repealed 
5 Regulation 11 is repealed 
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17. Regulation 13: Further to amendment to definition of short life investment (para 12 above), regulation 13 

‘power to grant short life investment package’ stands amended.  

 

The amendment has been made to align with the change in definition of short life investment where the 

Minister or CEO has powers to grant or refuse to grant SLIP to a new hotel or an integrated tourism 

development that meets the requirements of short life investment.  

 

18. Regulation 21: ‘Exemption from Tax’ has been amended. From the exemption being available only to a 

company with the starting capital investment of more than $7000,000, the exemption is now available to 

companies with starting capital investment of a substantially reduced amount of $250,000. 

 

Effect of this amendment is that if a company has been granted final approval it would mean that the 

company has completed short life investment making the company eligible for income tax holiday of 5, 7, or 

13 years, depending on the level of capital investment made in the company in hotel.6 

 

19. The full text of the legislative provisions is contained in Appendix 1. 

 
LEGISLATIVE ANALYSIS 
 
Short Life Investment – Part 1 and Part 3 of Regulations. 

 

20. Pursuant to the Income Tax (Hotel Investment Incentives) (Amendment) Regulations 2020, definition of Short 

Life Investment under Regulation 2 has been replaced with new definition that reads - 

short life investment means building of a new hotel or integrated tourism development with capital 
investment (including the cost of support infrastructure and overseas consultant fees but excluding 
the cost of land) over— 

 
a) $7,000,000, where the construction commences on or after 1 January 2009 and 

the construction is completed within 24 months from the date the provisional approval 

was granted; and 

b) $250,000, where the construction commences on or after 1 April 2020 and the 

construction is completed within 24 months from the date the provisional approval 

was granted;  

 

21. To simplify, a short life investment requirements are as below - 

 

Capital investment7 

threshold- 

Construction commencement 

date  

Construction to be 

completed within- 

If above $7000,000 to be on or after  

01.01.2009 

24 months from date of 

provisional approval 

If above $250,000 to be on or after  

01.04.2020 

24 months from date of 

provisional approval 

                                                      
6 Regulation 21 – Exemption from tax amended. 
7 Capital investment includes the cost of support infrastructure and overseas consultant fees but excludes the cost of land 
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22. By reducing the capital investment threshold to $250,000, benefits under SLIP shall be available to an 

increased number of hotel investors as more and more hotel investors will be able to qualify for the income 

tax exemptions. 

 

23. The earlier definition of short life investment had required the construction of any project to commence 

within 24 months from the date of provisional approval. However, with this amendment, the construction 

must not only commence but must be completed within 24 months from the date of provisional approval.  

 

24. This is a vital shift as the hotel investors will have to accelerate the construction so as to complete the 

construction to become eligible for tax exemption benefits. 

 

25. Regulation 13 concerning power to grant short life investment package has been amended as below– 

 

The Minister or CEO, as applicable, may grant or refuse to grant a short life investment package to a 

company, which has completed a short life investment and has complied with this Part. 

 

26. In order to grant SLIP approval, the Minster or CEO must be satisfied that the company building the new hotel 

or integrated tourism development has completed the short life investment and all other requirements of 

Part 3. Where the Minister or CEO is not satisfied, the approval for SLIP may not be granted. 

 

27. Where the company has received final approval under Regulation 13, the new hotel or integrated tourism 

development shall be entitled to income tax exemptions under amended regulation 21. 

 

28. Once final approval is granted by the Minister as per Regulation 19, a company shall be able to enjoy 

exemption from tax for certain periods, depending on the level of capital investment made as set out in 

amended Regulation 21. 

 

29. Regulation 21 – Exemption from Tax, has been replaced with a new definition which reads as - 

 

If final approval is granted under this Part to a company, the income of the company is exempt 

from tax on profits derived from the operation of the hotel if the capital investment in the hotel 

is— 

 

a. from $250,000 to $1,000,000, in the case of a company that applies on or after 1 April 2020, for 

a period of 5 consecutive fiscal years; 

 

b. from $1,000,000 to $2,000,000, in the case of a company that applies on or after 1 April 2020, 

for a period of 7 consecutive fiscal years; and 

 

c. more than $2,000,000, in the case of a company that applies on or after 1 April 2020, for a 

period of 13 consecutive fiscal years. 

 

30. As per the above amendment, the income of a company will be exempt from tax on profits where the 

exemption period depends on the range of capital investment made in the hotel. 

 

31. Earlier, the tax holiday was available if the capital investment made in the hotel was more than $7000,000. 

This limit now stands reduced significantly to a starting investment level of $250,000. 

 



6 | P a g e  
   

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

 

Standard Allowance – Part 2 of the Regulation 
 
32. A hotel owner who has been granted approval under Part 2 is entitled to standard allowance detailed under 

Part 2. Regulation 9 of Part 2 allows a hotel owner to claim investment allowance.  

 

33. Regulation 9(1) - Investment allowance is an amount of taxable income equal to: 

 

25% of the total capital expenditure (including provision of amenities approved by CEO as per provisional 

approval) minus the cost of land acquired for the project or refurbishment and renovation. The amount so 

derived will not be chargeable to tax.  

 

34. COVID -19 Budget has repealed Regulation 9(6) that read as – 

(6) The capital expenditure allowable under refurbishment and renovation shall be given only to a hotel, 
which has been in operation for a period of not less than 5 years. 
 

35. Consequent to the amendment, the capital expenditure deduction in respect of refurbishment and 

renovation that earlier applied only to a hotel in operation for at least 5 years, will now apply to all hotels 

even if the years in operation is less than 5 years. 

 

36. This amendment will allow an increased number of hotel owners carrying out renovation and refurbishment 

to claim the investment allowance as the requirement of being in operation for a minimum period of 5 years 

has been removed. 

 

37. Also, Regulation 11 concerning ‘Procedure in case of a loss’ stands repealed. The repealed provision had 

stated-  

If a loss is incurred in connection with a hotel in respect of which investment allowance has 
been approved under regulation 9, any loss incurred in the operation of the hotel may be 
carried forward and set off against the total income of that hotel business or the total income 
from that hotel premises for the next 4 years in succession. 
 

38. Accordingly, where an investment allowance is provided to the hotel owner and the hotel owner incurs loss, 

the loss will be carried forward and set off for the next successive years of income to adjust the loss. 

 

39. Regulation 12 relating to applicability of standard allowance has been fully repealed. Prior to this 

amendment, standard allowance applied only to new hotel licensed on or after 01.01.2017, however with 

this amendment, it will now apply to all hotels, whether existing or new. 

 

40. It needs to be noted that a hotel owner or a company is entitled to either Part 2 investment allowance or 

Part 3 short life investment package in respect of the same project, but not both.8 

 

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

 
 
 
 

                                                      
8 Regulation 28 

mailto:tipu@frcs.org.fj
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APPENDIX: LEGISLATION
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