STANDARD INTERPRETATION GUIDELINE 2020-14
INCOME TAX ACT 2015 – OFFSETTING OF BUSINESS LOSSES FOR INDIVIDUALS
This Standard Interpretation Guideline (SIG) sets out Fiji Revenue and Customs Service’s (FRCS) policy and
operational practice in relation to the Loss Carried Forward.
The SIG 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 (unless otherwise stated).
This SIG is in effect from 1 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 issue a practical guidance on amendments
made to the Income Tax Act 2015 (ITA) in relation to the withholding tax provision and inclusion of a new
provision for withholding tax not as a final tax in the supplementary COVID-19 Response Budget.
INTRODUCTION
2. In the supplementary COVID-19 Response Budget address, the Minister for Economy announced the
following:
“Business losses of up to $20,000 dollars will be allowed to be deducted against employment income. So,
a person earning $50,000 dollars, who also runs or starts a business on the side, can offset the losses of
that business against their personal income.”
3. This simply means a person that makes a tax loss from business and also has earned employment income
where tax has been deducted, that person can utilise the business loss and deduct it against employment
income to compute chargeable income and pay tax on that chargeable income.
4. For the purpose of this tax incentive, losses of up to $20,000 can be utilised to set it off against employment
income. Any loss exceeding $20,000 which is not utilised can be carried forward for the next 8 years.
5. The computation and administration of this incentive will be explained in this SIG.
6. The CEO views that the tax implications in relation to offsetting of business losses against employment
income needs to be discussed in order to ensure better compliance.
LEGISLATIVE ANALYSIS
7.

Section 125A provides for the withholding tax not as a final tax subject to certain conditions.

8.

According to Section 125A(1), section 125 does not apply to a person who has a net loss for tax year 2020
and subsequent tax years.

9.

Section 125 provides for Withholding tax a Final Tax. Under this section, the withholding tax withheld is
a final tax on the employment income in respect of which the tax has been withheld. The losses incurred
by an individual who also earned employment income was no allowed as a deduction when computing
the chargeable income of the person for a tax year.

10. With this new amendment, individuals who have incurred business losses and also has earned
employment income is entitled to claim losses of up to $20,000.
11. There is a net loss if the total deductions allowed to a person for a tax year exceed the person’s
gross income, other than employment income, for that year. That is -

Net Loss = Total Deductions > Gross Income
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12. Person for the purpose of this SIG means an individual only who has employment income1 and business
income2.
13. Section 125A(2) states that if a person has a net loss, the person’s employment income is reduced by the
net loss in computing the chargeable income provided that the amount reduced does not exceed
$20,000.
14. Section 125A(3) further clarifies on the treatment of loss when it exceeds $20,000 and if it is less than
and equal to $20,000.
15. Section 125A(3)(a) states that if the person’s net loss exceeds $20,000, the person’s employment income
is reduced only by $20,000. Loss that is not utilised can be carried forward for the next 8 years under
section 30 of ITA 2015.
Example 1 – Business loss exceeding $20,000
Mrs. A operates a jewelry shop known as A Jeweler’s. The business operated for tax year 2020 and
incurred a net loss of $50,000.
Mrs. A also works for a bank where she earned $100,000 as salary for tax year 2020. From her
employment income, $13,600 was deducted as Pay As You Earn (PAYE) Tax at source.
For tax year 2020, Mrs A’s chargeable income and income tax payable on chargeable income will be as
follows:
Chargeable Income = Employment Income + Business Net Income/Loss
=
$100,000
+
($20,000)3
=
$80,000
Tax Payable = Income Tax applicable using Fiji Tax rates (refer Appendix 2)
= $3,600 + 20% of excess over $50,000
= $3,600 + [20% * ($80,000 - $50,000)]
= $3,600 + [20% * $30,000]
= $3,600 + $6,000
= $9,600
Will there be a Tax Payable or Tax Refund situation for Mrs. A for tax year 2020?
Mrs. A will have a tax refund as follows:
Actual Tax Payable
$9,600
Less Tax deducted at source $13,600
Tax Refund
($4,000)
16. The $30,000 loss can be carried forward to set it off against the employment income for the for the next
8 years.

1

Section 15 – ITA 2015
Section 17 – ITA 2015
3
Section 125A(3)(a) – ITA 2015
2
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17. Section 125A(3)(b) states that if the person’s net loss does not exceed $20,000, the person’s employment
income is reduced only by the amount equivalent to the net loss.
Example 2 – Business Loss less than $20,000
Mr. J operates a sole trader business known as J’s Retail Shop. The business operated for tax year 2020
and incurred a net loss of $10,000.
Mr. J also works for an accounting firm where he earned $70,000 as salary for tax year 2020. From his
employment income, $7,600 was deducted as Pay As You Earn (PAYE) Tax at source.
For tax year 2020, Mr J’s chargeable income and income tax payable on chargeable income will be as
follows:
Chargeable Income = Employment Income + Business Net Income/Loss
=
$70,000
+
($10,000)
=
$60,000
Tax Payable = Income Tax applicable using Fiji Tax rates (refer Appendix 2)
= $3,600 + 20% of excess over $50,000
= $3,600 + [20% * ($60,000 - $50,000)]
= $3,600 +[20% * $10,000]
= $3,600 + $2,000
= $5,600
Will there be a Tax Payable or Tax Refund situation for Mr. J for tax year 2020?
Mr. J will have a tax refund as follows:
Actual Tax Payable
$5,600
Less Tax deducted at source $7,600
Tax Refund
($2,000)
18. Resident individuals who earn employment income and also operate a partnership business from which
they incur partnership losses can also enjoy this incentive. Also, trustees whose income is not taxed at
trust level can enjoy this incentive.
Example 3 – Partnership loss
Mr. X and Mr. Y operate a partnership business XY spare parts. Mr. X received a partnership loss of
$30,000 from the partnership business for tax year 2020.
Mr A also works for a legal firm where he earned $80,000 as salary for tax year 2020. From his
employment income, $9,600 was deducted as Pay As You Earn (PAYE) Tax at source.
For tax year 2020, Mr. X’s chargeable income and income tax payable on chargeable income will be as
follows:

Chargeable Income = Employment Income + Business Net Income/Loss
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=
=

$80,000
$60,000

+

($20,000)4

Tax Payable = Income Tax applicable using Fiji Tax rates (refer Appendix 2)
= $3,600 + 20% of excess over $50,000
= $3,600 + [20% * ($60,000 - $50,000)]
= $3,600 + [20% * $60,000]
= $3,600 + $2,000
= $5,600
Will there be a Tax Payable or Tax Refund situation for Mrs. A for tax year 2020?
Mrs. A will have a tax refund as follows:
Actual Tax Payable
$5,600
Less Tax deducted at source $9,600
Tax Refund
($4,000)
19. According to 30(3)(b) of ITA 2015, any losses incurred on or after 1 January 2019 can be carried forward
for a maximum of 8 tax years.
Example 4 – Loss carried forward
Mr. Y works for an insurance company and also operates a sole trader business. His income from
employment, business and taxes deducted are as follows:
Tax Year
2020
2021
2022
2023
2024
2025
2026
2027
2028

Employment Income
$70,000
$72,000
$74,000
$76,000
$78,000
$80,000
$82,000
$84,000
$86,000

PAYE Deducted
$7,600
$8,000
$8,400
$8,800
$9,200
$9,600
$10,000
$10,400
$10,800

Business Income/Loss
($200,000)
$1,000
$1,000
$1,000
$1,000
$1,000
$1,000
$1,000
$1,000

The chargeable income for tax year 2020 to 2028 is as follows:
Tax
Year
2020
2021
2022
2023
2024
2025
2026
2027
4

Employment
Income (A)
$70,000
$72,000
$74,000
$76,000
$78,000
$80,000
$82,000
$84,000

Business
Income/Loss (B)
($20,000)
$1,000
$1,000
$1,000
$1,000
$1,000
$1,000
$1,000

Loss carried
forward (C)
$0
($20,000)
($20,000)
($20,000)
($20,000)
($20,000)
($20,000)
($20,000)

Chargeable Income
(A) + (B) +(C)
$50,000
$53,000
$55,000
$57,000
$59,000
$61,000
$63,000
$65,000

Section 125A(3)(a) – ITA 2015
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2028

$86,000

$1,000

($20,000)

$67,000

The income tax on chargeable income tax payable or refundable for tax year 2020 to 2028 is as
follows:
Tax
Year

Chargeable
Income

2020
2021
2022
2023
2024
2025
2026
2027
2028

$50,000
$53,000
$55,000
$57,000
$59,000
$61,000
$63,000
$65,000
$67,000

Income Tax on
Chargeable Income
using Appendix 2
(A)
$3,600
$4,200
$4,600
$5,000
$5,400
$5,800
$6,200
$6,600
$7,000

PAYE Deducted
(B)

Tax Refund or
Payable
(A-B)

$7,600
$8,000
$8,400
$8,800
$9,200
$9,600
$10,000
$10,400
$10,800

($4,000)
($3,800)
($3,800)
($3,800)
($3,800)
($3,800)
($3,800)
($3,800)
($3,800)

20. For further information and clarification in regard to this SIG, please email us at tipu@frcs.org.fj
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APPENDIX
APPENDIX 1: INCOME TAX ACT 2015
ACT NO. 3 OF 2020

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

Employment Income
15. —(1) The following are employment income—
(a) salary, wages, or other remuneration derived by an employee in respect of employment, including leave pay, payment
in lieu of leave, overtime pay, bonus, commission, fees, gratuity, or work condition supplements;
(b) the value of a fringe benefit, other than an exempt fringe benefit, derived by an employee in respect of employment
that is not subject to tax under the Fringe Benefits Tax;
(c) the amount of any allowance derived by an employee in respect of employment, including a cost of living, subsistence,
rent, utilities, education, entertainment, meeting or travel allowance, but not including any allowance to the extent
expended in the performance of the employee’s duties of employment;
(d) the amount of any expenditure incurred by an employee that is reimbursed by the employer, other than expenditure
to the extent incurred on behalf of the employer in the performance of the employee’s duties of employment;
(e) an amount derived by an employee as consideration for—
(i) the agreement by the employee to enter into employment;
(ii) the employee to agree to any conditions of employment or any changes to the employee’s conditions of employment;
or
(iii) the agreement of the employee to accept a restrictive covenant in respect of any past, present or prospective
employment;
(f) an amount derived by an employee on termination of employment, whether paid voluntarily or under an agreement,
including a redundancy payment or other compensation for loss of employment, and golden handshake payments;
(g) any pension, annuity or supplement to a pension or annuity derived by an employee in respect of employment,
including a past employment;
(h) the amount of any loan, payment for an asset or services, value of any asset or services provided, or any debt
obligation released, by the company to, or in favour of, a member of the company or an associate of a member to the
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extent to which the transaction is, in substance, remuneration for services provided in any capacity to the company by
the member.
(2) The value of a fringe benefit included in employment income under subsection (1)(b) or an amount referred to in
subsection (1)(h) is determined under Division 2 of Part 4.
(3) An amount or benefit is derived by an employee in respect of employment regardless of whether it is paid or provided
by— (a) the employer of the employee; (b) an associate of the employer; or (c) third party arranger.
(4) An amount or benefit is derived by an employee even though it is paid or provided to an associate of the employee
by the employer of the employee, an associate of the employer, or a third party arranger.
(5) In this section, “work condition supplements” includes an additional amount paid as compensation for difficult,
unpleasant, or dangerous work conditions.
Business Income
17.—(1) The following are included in the business income of a person conducting a business—
(a) the gross proceeds from the conduct of the business, including the consideration for the disposal of trading stock
and the gross fees from the provision of services;
(b) the gross revenue from the investment of the capital of the business, including dividends, interest, royalties and
rents;
(c) the net gain from—

(i) the conduct of a venture or concern in the nature of a trade, commerce, agriculture or manufacture;
(ii) the

carrying on or carrying

out of a profit-making undertaking or scheme; or

the disposal of an asset, other than trading stock or an asset subject to sub-paragraph (i) or (ii), held
(iii)
on revenue account by a person in carrying on a business;
(d) any other income according to ordinary concepts from the conduct of a business;
(e) any other income that a section of this Act deems to be business income.
(2) For the purposes of subsection (1)(c)(i) and (ii), and subject to subsection (3), the net gain arising from the conduct of
a venture or concern in the nature of a trade, commerce, agriculture
or manufacture, or in carrying on or carrying
out of a profit-making undertaking or scheme is the amount by which the gross proceeds derived by the person from the
venture, concern, undertaking or scheme exceed the expenditures or losses incurred in conducting the venture, concern,
undertaking or scheme.
(3) An expenditure or loss is taken into account in computing the net gain under subsection (2) only if the expenditure or
loss is allowed as a deduction under this Act (ignoring section 22(1)(c)).
(4) Subject to this Act, the net gain arising on disposal of an asset to which subsection (1)(c)(iii) applies is the consideration
for the disposal reduced by the cost of the asset at the time of disposal.
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APPENDIX 2:
Tax Rates – Resident Individuals
Chargeable
Income
($)
0 – 30,000
30,001 – 50,000

Income Tax Payable
($)

Social
Responsibility Tax
($)

Environment and
Climate
Adaptation Levy
($)
Nil
Nil

Nil
Nil
18% of excess over
Nil
30,000
50,001 –
3,600 + 20% of
Nil
Nil
270,000
excess over 50,000
270,001 –
47,600 + 20% of
13% of excess over
10% of excess over
300,000
excess over 270,000
270,000
270,000
300,001 –
53,600 + 20% of
3,900 + 14% of
10% of excess over
350,000
excess over 300,000
excess over 300,000
270,000
350,001 –
63,600 + 20% of
10,900 + 15% of
10% of excess over
400,000
excess over 350,000
excess over 350,000
270,000
400,001 –
73,600 + 20% of
18,400 + 16% of
10% of excess over
450,000
excess over 400,000
excess over 400,000
270,000
450,001 –
83,600 + 20% of
26,400 + 17% of
10% of excess over
500,000
excess over 450,000
excess over 450,000
270,000
500,001 –
93,600 + 20% of
34,900 + 18% of
10% of excess over
1,000,000
excess over 500,000
excess over 500,000
270,000
1,000,000
193,600 + 20% of
124,900 + 19% of
10% of excess over
excess over
excess over
270,000
1,000,000
1,000,000
Income Tax (Rates of Tax and Levies) (Amendments) Regulations 2017 (Legal Notice No. 59/2017)
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