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STANDARD INTERPRETATION GUIDELINE 2020-17 
 

INCOME TAX ACT 2015 - FRINGE BENEFITS TAX ON PRIVATE EXPENDITURE 

This Standard Interpretation Guideline (“SIG”) sets out Fiji Revenue and Customs Services’ (“FRCS”) policy 
and operational practice in relation to fringe benefit tax treatment on private expenditure provided by 
employers to its staff under Income Tax Act 2015. 
 
It is issued with the authority of the Chief Executive Officer (CEO) of FRCS. 

Legislative reference in this SIG is the Income Tax Act 2015, unless otherwise stated. 
 

This SIG is in effect from 16th June 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 SIG is to issue a practical guidance on CEO’s interpretation on fringe benefit tax treatment 

in relation to private expenditure fringe benefit provided by employers to employees with a view to provide 

clarity and ensure consistency in application of Income Tax Act 2015 concerning this issue. 

 

INTRODUCTION 
2. It is common for business to include fringe benefits in employees’ remuneration package to attract quality 

employees.  

 

3. The word “fringe” may be defined as being “on the edge”, “a border” or “not part of the main”. The word 

“benefit” may be understood as “an advantage or profit gained from something”. Thus, a “fringe benefit” is 

to be understood as a benefit that an employee receives, but which does not form part of the employee’s 

primary remuneration package (i.e. an employee’s salary cash value). 

 

4. Fringe benefits are not subject to employment income tax1, but subject to Fringe Benefits Tax (FBT) payable 

by the employers. 

 

5. Certain fringe benefits identified under the Income Tax Act 2015 are taxable2 whereas certain other benefits 

are exempt fringe benefits3. 

 

6. It is the value of taxable fringe benefits received by an employee that’s subject to fringe benefit tax payable 

by the employer4. 

 

7. Some business make payment for or on behalf of its employee giving rise to private benefit to the employee. 

Such private benefits will be treated as taxable fringe benefit. 

 

8. A fringe benefit is a payment for expenses made by an employer which otherwise would have been paid for 

by the employee, as a result of which the employee receives a benefit. 

 

9. Fringe benefit can be a monetary or non-monetary benefit derived from employment that does not form 

part of cash salary or wages. However, FBT only applies on non-cash benefits as normal income tax applies 

to cash benefits. 

 

10. Fringe Benefits Tax (FBT) is levied at the rate of 20% on the fringe benefit taxable amount of the employer 

for each quarter who has a taxable amount for that quarter.5 

 

11. FBT is payable irrespective of whether income tax is payable or not by the employer for the tax year as FBT 

is not related to employer’s income but to the fringe benefits taxable amount. Also, even if employee’s 

income is below the taxable threshold or exempt, FBT shall be payable by the employer. 

 

12. For the purposes of FBT, employer–employee relationship is an essential requirement. 

 

                                                      
1 Exceptions under Section 70(3) of ITA 
2 Section 72(1) of ITA 
3 Section 71(1) of ITA 
4 Section 70 of ITA 
5 Section 69 of ITA – imposition of fringe benefits tax & Income Tax (Rates of Tax and Levies) Regulations 2016. 
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13. Employer means a person who engages or remunerates an employee6. Person is defined in section 2 to mean 

an individual, company, partnership, trust, government, political subdivision of a government, or 

international organisation. 

 

14. Employee means an individual engaged in employment7. FBT applies only when there is a relationship 

between a person (employer) and an individual (employee) under the terms of an employment agreement, 

including implied contracts of employment. 

 

15. A benefit is treated as provided by an employer to an employee if8—  

 

a) the benefit is provided to the employee by the employer, an associate of the employer, or a third party 

arranger; or  

b) the benefit is provided by the employer, an associate of the employer, or a third party arranger to the 

employee or an associate of the employee.  

 

16. Section 79 of ITA identifies a private expenditure as a fringe benefit if –  

 

a) that benefit is incurred by an employer for the benefit of the employee and  

b) when that expenditure results in a private benefit to the employee. 

 

17. Examples illustrated in this SIG demonstrates CEO’s interpretation and application of the taxation 

implications relating to the application of fringe benefit tax on private expenditure fringe benefit. The 

examples 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.  

 

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

 

LEGISLATION 
Private expenditure fringe benefit 
19. Section 79 provides for the identification and valuation of a private expenditure fringe benefit. 

 

20. Subsection (1) provides that the payment of expenditure by an employer is a private expenditure fringe 

benefit to the extent that the expenditure is for the private or domestic benefit of an employee. 

 

21. Subsection (1) provides for apportionment if the expenditure incurred by an employer is partly for work 

purposes and partly for the private benefit of an employee. 

 

22. Subsection (2) provides that the test for determining whether expenditure is for the private benefit of an 

employee is to look at the character of the expenditure if the employee (and not the employer) had incurred 

the expenditure. If the employee had incurred the expenditure, it is a private expenditure fringe benefit to 

the extent to which it is of a private and domestic nature within section 22(1)(a).  

 

                                                      
6 Section 2 of ITA 
7 Section 2 of ITA 
8 Section 72(5) of ITA 
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23. Section 22(1)(a) does not allow deduction for an expenditure or loss to the extent to which it is of a domestic 

or private nature. It implies that if employer is paying for a benefit for the employee that would not be 

allowed as a deduction of business expenditure under section 22(1)(a), that benefit would most certainly be 

a private expenditure fringe benefit. 

 

24. Some items of private expenditure may be covered by other specific categories of fringe benefit. Subsection 

(3) provides that expenditure does not give rise to a private expenditure fringe benefit if it gives rise to a 

fringe benefit under another section of Division 2 of Part 4 (other than section 81 – residual fringe benefits), 

such as 76 (meal and refreshment fringe benefit). This means that the private expenditure fringe benefit is a 

residual category of benefit in relation to expenditure incurred by an employer for the private benefit of an 

employee. 

 

25. Subsection (4) provides that the value of a private expenditure fringe benefit is the amount of the 

expenditure treated as a private expenditure fringe benefit under subsection (1). This means that, if the 

whole of the expenditure is for the private benefit of an employee, the value of the fringe benefit is the 

amount of the expenditure. If the expenditure is only partly for the private benefit of the employee, the value 

of the fringe benefit is only the private part of the expenditure. 

 

26. A private expenditure fringe benefit is treated as a “fringe benefit” under section 72(1)(g) and, therefore, the 

value of a private expenditure fringe benefit is included in the computation of the employer’s fringe benefits 

taxable amount for a quarter under section 70. 

 

27. A private expenditure fringe benefit arises in either of two ways: 

 

a) If the employer reimburses an employee for private expenses, or 

b) If the employer pays a third party in satisfaction of private expense incurred by an employee. 

 

28. Generally, an employer pays for the following expenses of the employee that may be considered as private 

expenditure on which fringe benefit tax may apply – 

 

a) Mobile phone, home phone, internet charges to the extent used for private purposes 

b) Leisure travel expenses provided to employee and family 

c) Gym membership or private club membership to employee and family  

d) School fees or child care fees of employee’s children  

e) Utility Bills – examples electricity bill, water bill, gas bill, groceries bill etc. 

 

Example 1 – Mobile Bill reimbursement  

 

HapCo Ltd. provides its senior employees with mobile phone to be used for work purposes. The employees use the 

phone for making personal calls as well. As per HapCo. Ltd.’s internal policy, 100% of the mobile phone bill is 

reimbursed with the assumption that 80% is used for office purposes and 20% is for personal purposes.  

 

Considering the 80:20 ratio, HapCo Ltd. wants to know FBT implication in respect of mobile bill reimbursement of 

its CEO whose mobile bill during the last quarter of 2019 was as below. Also, it requires assistance in determining 

the value of taxable fringe benefit. 
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Month Mobile Bill  Business purpose 
– 80% 

Personal purpose 
– 20% 

October 90 72 18 

November 125 100 25 

December 130 104 26 

TOTAL 345 276 69 

 

 

CEO’s position:  

 

Reimbursement of CEO’s mobile bill to the extent of 80% used for official purposes shall not be subject to FBT as 

the calls were made for business purposes. Thus, 80% of bill amount shall be allowed as deductible expense. The 

balance 20% of the bill used for personal purposes shall be subject to FBT. 

 

(A) Total value of CEO’s mobile bill      = $345 

(cost borne by the employer) 

      

(B) 80% of total bill allowed as deductible expenses      = $276 

 

(C) 20% of total bill subject to fringe benefit tax      =$69 

 

FBT taxable amount9 

 

A           =   69          =      $86.25 

(1-r)      (1 - 0.20)   

 

FBT payable by HapCo. Ltd. = $86.25 x 20% = $17.25 

 

Where A   is the total value of fringe benefits provided by the employer to employees in the 
quarter; and 

              r is the rate of Fringe Benefits Tax prescribed under Income Tax (Rates of Tax and 
Levies) Regulations 2016.  

 

 

Example 2 - Free air travel to employees 

 

Hapco. Ltd. is engaged in construction business. Once in every 2 years HapCo. Ltd. provides an all-expense paid 

international leisure trip to all its senior employees in standard economy class. Some of the senior employees are 

expatriates and they are allowed to travel with family members.  

 

HapCo. Ltd. wants to know if the international leisure trip is subject to FBT and how the value must be determined? 

 

                                                      
9 FBT taxable amount computed in accordance with section 70(1) 
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CEO’s position: Yes, the total cost of international trip paid for by the employer, including ticket cost, 

accommodation and food costs, visa expenses of the employee and the family shall be subject to FBT.  

 

In this example, the employer is engaged in construction business, if however, the employer was an airline operator, 

travel agent or tour operator, provisions of section 80(3) (property fringe benefits) would have applied according 

to which fringe benefit would have been valued at 40% of the standard economy fare for the flight reduced by any 

payment made by the employee to the employer for the flight. 

 

Example 3 – Personal holiday combined with business trips 

 

HapCo Ltd. is engaged in retail business in Nadi. John, an employee of HapCo. Ltd., who is a citizen of Australia, is 

sent on an international business trip to UAE. His cheapest round trip travel route is Nadi-Sydney-Dubai. On his way 

back, the employee makes a stopover in Sydney to meet his family members, he spends 3 days in Sydney before 

reaching Nadi. 

 

HapCo. Ltd. wants to know: 

 

- If the air ticket cost will have to be apportioned between business and personal purposes for FBT as the 

employee has combined business trip with personal trip? 

- Will there will be any FBT implication on the employee’s personal expenses in Sydney, if the expenses were 

borne by the employee himself? 

 

CEO’s positon: John’s stopover in Sydney was in the official travel route for which no extra expenses was incurred 

by HapCo. Ltd., thus the ticket cost need not be apportioned between as personal and business related expense. 

Assuming John had paid for his personal expenses in Sydney, FBT will not apply. It also needs to be considered that 

the ticket price had not risen due to John’s extended stay in Sydney. 

 

If, however, for the sake of explaining this point, if it is assumed that John’s travel route is  Nadi-Seoul-Dubai and 

he transits in Seoul for personal reasons (e.g. sightseeing, meeting family/friends), all the cost incurred in visiting 

the city (Seoul) to the extent of visa, food, accommodation etc. will be considered as private expenditure fringe 

benefit if the employer pays for the expenses. The days used in making personal trips will not be considered as 

official work days. 

 

Example 4 – Employee’s relocation cost 

 

HapCo. Ltd. employs an expatriate from France as Head of Sales. As per the employment contract, HapCo. Ltd. will 

pay for the employee and his family’s relocation costs (air travel to Fiji, visa cost, luggage costs etc.). Also, on an on-

going basis, HapCo. Ltd. agrees to pay employee’s utility bills and school fees of his 2 children. 

 

HapCo. Ltd. wants to know whether there will be any FBT implication on the above. 

 

CEO’s position:  

Relocation expenses incurred by HapCo. in bringing the employee in Fiji will not be considered as fringe benefit for 
the following reasons- 

- Relocation cost is not a personal or domestic expense of the employee 

- One-time relocation of the employee and his family is business related as it is essential to bring the 

employee in Fiji to enable him to join his employment service 
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However, the relocation expenses incurred will be subject to PAYE tax. 
Utility Bills and School fees to be paid by HapCo. Ltd. will be considered as fringe benefit for the following reasons- 

- The bills and fees are a private expenses of the employee 

- The bills and fees, if paid by the employee, would not be a deductible expenditure for HapCo. Ltd. under 

22(1)(a) 

- The bills and fees are private expenses of the employee, that is paid/reimbursed by the employer 

- The employee derives a private benefit as a result of employer paying for it. 

Example 5 – Extension of business trips to weekends 

Frank is a group accountant for HapCo Ltd.’s group operations in the Pacific region. Every two months Frank is sent 
to Samoa for 4 working days to review the accounting records. HapCo. Ltd. pays for his travel, accommodation, 
food etc. Frank always chooses to travel on a Wednesday and he leaves from Samoa on the following Tuesday 
evening. His working days in Samoa office are usually 4 days - Thursday, Friday, Monday and Tuesday. 
 
What will the FBT implication for the two days - Saturday and Sunday, as there is no work/business on those days 
and HapCo Ltd. provides for food, accommodation etc. for those days? 
 
CEO’s position: Several factors need to be considered in categorizing it as private expenditure fringe benefit. The 
main point to be considered in determining if this is private expenditure fringe benefit is whether HapCo. Ltd.’s 
expenses increase as a result of Frank staying in Samoa for the weekend.  
If there are no suitable flights available except that opted by Frank, then the extra two days will not be amount to 
private expenditure fringe benefit.  
However, any extra personal expense incurred by Frank (except food and accommodation), say for sightseeing, 
personal meetings etc., will have to be borne by Frank. If Frank’s personal expenses are borne by employer, it be 
subject to FBT. 
 
Example 6 – Working from home 
Jane is a senior policy officer at HapCo. Ltd. As a result of COVID-19 lockdown, Jane is working full time from home 
and most of her office hours goes in skype calls, Webex meetings and rest of the time she’s on emails. Her monthly 
internet bill is $100 where the employer has agreed to reimburse $60 every month. HapCo Ltd. wants to know if 
the reimbursement will result in private expenditure fringe benefit? 
 
CEO’s position: In this instance, the main purpose of internet is for Jane to work from home. HapCo Ltd. has 
estimated that use of the internet for office work is to the extent of $60 and the she’s reimbursed for that amount. 
It may be taken as a reasonable explanation not resulting in private expenditure fringe benefit to Jane. 
 
Conversely, if HapCo. Ltd. pays for total $100 towards her internet expenses, where her personal use internet 
consumption is of $40 every month, FBT shall be valued on $40 per month amount.  
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FBT Liability Test: 
In determining whether an employer is liable to pay for fringe benefit tax for private expenditure fringe 
benefit, the following factors may be considered: 
 

  
 

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

  

Benefit

•Whether the 
expenditure is for 
employee's personal 
or domestic 
need/consumption 
resulting in a private 
benefit?

•Was the expenditure 
a personal obligation 
of the employee? 

Are the expenses 
deductible?

•Would the 
expenditure be 
deductible as 
business expense if 
the employee had 
incurred the 
expenditure?

Nexus of expense to 
business

•Was the expense 
linked to business 
operations of the 
employer or to 
promote business of 
the employer?

•Was the expense 
necessary to ensure 
the employee 
performs his/her 
official duties?

Reasonableness of 
expenditure

•Was the expense 
incurred justifiable in 
relation to the 
employee or the 
position held by that 
employee?

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

INCOME TAX ACT, 2015 
 
[Section 79] Private Expenditure Fringe Benefit 
 

 
 
 


