
 

 

STANDARD INTERPRETATION GUIDELINE 2018-05 

VALUE ADDED TAX (“VAT”) – VAT ON RESIDENTIAL ACCOMMODATION  

This Standard Interpretation Guideline (“SIG”) sets out Fiji Revenue and Customs Service’s (“FRCS”) 
policy and operational practice in relation to Value Added Tax (“VAT”) treatment of residential 
accommodation generally, and the registration and VAT accounting requirements for supplies 
exceeding FJD$100,000.   

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

All legislative references in this SIG are to the Value Added Tax Act 1991 (“the VAT Act”) (unless 
otherwise stated).   

Once finalised, this SIG will replace Practice Statement 46/2017 “VAT on Supplies of Residential 
Accommodation”.    

This SIG is in effect from 5 July 2018 to 31st July 2020.  

The SIG is hereinafter withdrawn following the changes to the Value Added Tax Act 1991 from the 
2020-2021 National Budget through Value Added Tax (Budget Amendment) Act 2020 [Act No. 15 of 
2020] and is replaced with SIG 2020-34 effective 1st August 2020. 
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EXECUTIVE SUMMARY 

1. Residential accommodation hire is a thriving business activity in any economy, as the case is in 

Fiji. However, for VAT purposes, government policy is the determinant for such business activity 

to be an exempt supply. 

 

2. In view of expansion of the residential business activity in Fiji, government policies have 

transitioned towards introduction of new VAT laws in this matter.   

 

3. Hence, for VAT purpose, effective from 1 August 2016,1 the supply of residential accommodation 

becomes a taxable supply when a person’s gross rental income over a 12-month period exceeds 

the compulsory registration threshold of $100,000.  

 

4. The supply of residential accommodation is aligned with the threshold of Section 22 (1) of VAT 

Act to mandate persons supplying residential accommodation with a gross turnover of more than 

$100,000 over a twelve-month period to register for VAT purposes.  

 

5. The VAT law was further amended effective 1 August 20172 to clarify registration process, 

cancellation of registration, extension of turnover period at the Chief Executive Officer’s (‘CEO’) 

discretion and ring – fencing of taxable supply for persons engaged in supplying of residential 

accommodation.  

 

6. Persons carrying out supply of residential accommodation business can early register or are 

mandated to register for VAT purposes under the VAT Act. In either case they can claim VAT input 

in relation to construction of residential accommodation upon approval by CEO from date of 

registration.3  

 

7. Persons carrying on more than one business activity including supply of residential 

accommodation, in which the annual gross turnover does not exceed $100,000, may apply in 

writing to the CEO, to register the residential accommodation activity as a separate branch or 

division, with an independent accounting system, where the affairs are kept separate and distinct 

from the other business activities’ accounting system.  

 

INTRODUCTION 

8. Traditionally as a matter of VAT policy, supplies of residential accommodation are generally 

exempt supplies. This means that the supplier (landlord) does not charge VAT on the residential 

accommodation she or he provides.   

 

9. As a result of the above, the residential landlord does not get to claim VAT input tax credits on 

the purchase of the property or the other expenses incurred towards providing the residential 

accommodation.  

                                                           
1  Act No. 22 of 2016 
2 Act No. 4 of 2017; Effective from August 1, 2016 under Value Added Tax (Amendment) Act 2017 
Commencement Notice [Legal Notice No. 15] 
3 Act No. 4 of 2017; Effective from August 1, 2016 under Value Added Tax (Amendment) Act 2017 
Commencement Notice [Legal Notice No. 15] 
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10. These rules are distinct from those that deal with the VAT treatment of supplies of “commercial 

dwelling”.   

 

11. The VAT rules in relation to supplies of residential accommodation underwent a major change 

with effect from 1 August 2016.4  In broad terms, supplies of accommodation in a residential 

dwelling made by a supplier exceeding the VAT registration threshold will be taxable under 

section 15(1)5 of the VAT Act.   

 

12. The purpose of this SIG is to provide practical guidance on the following matters:   

 

a) provide a detailed outline of the legislative provisions which are applicable to the VAT 

treatment of supplies of residential accommodation;  

 

b) provide CEO’s interpretation of the key provisions; and   

 

c)      discuss main practical issues that are likely to arise in the application of these provisions and 

provide guidance on how the CEO is likely to decide on what the correct VAT treatment is in 

relation to these issues.   

 

LEGISLATIVE ANALYSIS  

13. The following part of this SIG sets out the legislative provisions that are relevant to supplies of 

residential accommodation.   

 

14. Paragraphs 2 and 2A of the First Schedule of the VAT Act deal with the exempt (or otherwise) 

status of supplies of residential accommodation.   

 

Exempt Supplies - Paragraphs 2 and 2A (1) of First Schedule of the VAT Act  

15. Paragraph 2 of the First Schedule of the VAT Act deals with exempt supplies. It states:  

 
“The supply of accommodation in a residential dwelling by way of hire provided it is 
used predominantly as a place or residence or abode excluding residential 
apartments which provide hotel like accommodation and facilities.6 “ 

 

16. The ordinary rule is contained in Paragraph 2 of first Schedule of VAT Act, 1991.  The following 

elements need to be present in order for such supplies to be classified as exempt supplies:  

 

a. There must be a supply of accommodation in a “residential dwelling”; 

b. The supply must be by way of hire; 

c. The accommodation must be used predominantly as a place of residence or abode; 

and 

d. It must not provide hotel like accommodation and facilities. 

 

                                                           
4 Act No. 22 of 2016 
5 The full text of the provision is contained in Appendix 2  
6 Act No. 22 of 2015; Effective from January 1, 2016 
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17. The term “dwelling” is defined in the First Schedule of the VAT Act as:   

 
““Dwelling” means any building, premises, structure, or other place, or any part 

thereof, used predominantly as a place of residence or abode of any individual, 

together with any appurtenances belonging thereto and enjoyed with it; but does 

not include a commercial dwelling.” 

 

18. The term “commercial dwelling” is not defined in the VAT Act.   Consequently, it’s meaning is to 

be gleaned by reference to its ordinary usage and by reference to other jurisdictions which have 

defined and/or interpreted the term “commercial dwelling”.   

 

19. The CEO considers that a useful starting point is the New Zealand legislation and practice in 

relation to “commercial dwellings”.    

 

20. The term “commercial dwelling” is defined in section 2 of the New Zealand’s Goods and Services 

Tax Act as follows:  

 

commercial dwelling — 
(a) means— 

(i) a hotel, motel, homestay, farmstay, bed and breakfast establishment, inn, 

hostel, or boardinghouse: 

(ii) a serviced apartment managed or operated by a third party for which 

services in addition to the supply of accommodation are provided and in 

relation to which a resident does not have quiet enjoyment …: 

(iii) a convalescent home, nursing home, rest home, or hospice: 

(iv) a camping ground: 

(v) premises of a similar kind to those referred to in subparagraphs (i) to (iv); 

and 

(b) excludes— 

(i) a hospital except to the extent to which the hospital is a residential 

establishment: 

(ii) a dwelling referred to in paragraph (b)(iii) of the definition of dwelling: 

 

21. The effect of paragraph 2 is that ordinarily all supplies of accommodation in a residential dwelling 

are exempt supplies for VAT purposes.  However, there is an exception contained in paragraph 

2A.7  

 

22. Paragraph 2A (1)8 of the First Schedule of the VAT Act states that:  
 

“For the purposes of paragraph 2, the following is excluded from the exemption and 

shall be subject to Value Added Tax; the supply of accommodation in a residential 

dwelling by way of hire or rent as a place of residence by a registered person who has 

an annual gross turnover from such hire or rent that is more than the amount 

specified in section 22.” 

 

23. Section 22 of the VAT Act states that the current VAT registration threshold is $100,000. 

 

                                                           
7 Act No. 22 of 2016; Effective from August 1, 2016 
8 Act No. 22 of 2016; Effective from August 1, 2016 
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24. It is important to note that the status of residential accommodation ceases to become exempt 

only after the supplier’s turnover exceeds $100,000.  

 

25. At this point, the ability of the residential accommodation supplier to register for VAT becomes 

relevant at the point it exceeds the threshold even though they can voluntarily register under 

section 22(4A) of the VAT Act.      

 

26. The supplier may be able to register for VAT early, however, they will be required to charge VAT 

only after the point their residential accommodation turnover exceeds $100,000, in which case 

the supply ceases to be an exempt supply. 

 

Example 1 – Residential Accommodation only with turnover less than $100,000 

Mr. Y owns an apartment building with 3 flats, of which two is rented out to two newly married 

couples. The rental income for the 12-month period ending 31 July 20179 is $99,000.  

Is Mr. Y required to register for VAT? 

No. Mr. Y is not required to register since the turnover is below $100,000. Therefore, it is an 

exempt supply under Paragraph 2A of First Schedule of the VAT Act whereby Mr. Y cannot include 

VAT on the rent charged to each tenant nor can he claim VAT input on costs incurred relating to 

his residential accommodation. 

  

Paragraph 2A (2) – First Schedule of the VAT Act 

27. Further clarification on the application of paragraph 2A is contained in paragraph 2A (2)10.  It deals 

with cases of a residential dwelling that is used for mixed purposes. Paragraph 2A (2) states:  
 

“(a) Where a residential dwelling is hired or rented wholly as a place of residence, 

VAT will apply to the whole place of residence hired or rented; 

(b) If a residential dwelling is hired or rented partly as a place of residence and partly 

for some other use, VAT will apply to the portion that is hired or rented as a place of 

residence.”    

 

28. It is important to note that the VAT treatment of supplies of residential accommodation is 

intricately linked to the total value of supplies made by the supplier. Specifically, whether the 

total value of supplies of residential accommodation exceeds the registration threshold as 

prescribed in section 22.  

 

29. Issues can arise when a supplier makes other taxable supplies in addition to supplies of residential 

accommodation. For example, a landlord may have residential and commercial properties. These 

issues are discussed later in this SIG under the topic.   

 

30. Consequently, supplies of residential accommodation by one supplier can have a different VAT 

treatment from another supplier. A supplier whose turnover from residential accommodation 

                                                           
9 Note that the law was effected from 1st August 2016. Hence 31st July 2017 is the end of the 12-month period 
following when law was effected.  
10 Act No. 22 of 2016; Effective from August 1, 2016 
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supplies exceeds the registration threshold will have to charge VAT, as well as a person who is 

below threshold. 

 

31. There are special rules inserted in section 22 for registration of residential accommodation 

providers.   

 

Mandatory Registration under Section 22(1) of the VAT Act  

32. Paragraph 2A of the VAT Act stipulates that the supply of residential accommodation is exempt 

when the turnover is below $100,000. However, if the annual gross turnover exceeds $100,000, 

then the mandatory provision under Section 22(1) applies.  

 

Example 2: Residential Accommodation only with turnover of more than $100,000 

Mr. B’s residential accommodation is on rent. The rental income for the 12-month period ending 

31 July 201711 is $120,000.  

Is Mr. B required to register for VAT? 

Yes. Mr. B is required to register under section 22(1) of the VAT Act. Therefore, Mr. B must include 

VAT on the rent charged to each tenant and he can claim VAT input on costs incurred relating to 

his residential accommodation. 

 

Voluntary Registration under Section 22(4A) of the VAT Act  

33. Special rules are required for cases where residential accommodation providers currently do not 

exceed the registration threshold but expect to do so in future and this is covered under Section 

22(4A) of the VAT Act.  

 

34. Section 22 (4A) states:  

“(4A) Notwithstanding subsection (1), a person engaged in the supply of residential 
accommodation which is expected to exceed a gross annual turnover of $100,000, 
may, in the prescribed form, make an application to the Chief Executive Officer to 
be registered in accordance with subsection (1).”12 

 

35. The above provision provides that persons engaged in residential accommodation may apply to 

register for VAT if they are expected to exceed the annual turnover of $100,000. It also provides 

that a person who is not liable to register but wishes to be registered can make a written 

application to the CEO.  

 

36. The decision to accept such application is at the discretion of the CEO. Section 22(4B) is as follows:  

 

                                                           
11 Note that the law was effected from 1st August 2016. Hence 31st July 2017 is the end of the 12-month period 
following when law was effected.  
12 Act No. 4 of 2017; Effective from August 1, 2016 under Value Added Tax (Amendment) Act 2017 
Commencement Notice [Legal Notice No. 15] 
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“(4B) Upon receipt of an application under subsection (4A), the Chief Executive 
Officer may approve the application for registration in accordance with subsection 
(5) where it appears to the Chief Executive Officer that there are reasonable grounds 
to believe that the total value of the supply of residential accommodation will 
exceed a gross turnover of $100,000 within 12 months following the registration.” 

 

37. Section 22(4B) provides that the CEO will approve the application where it appears to the CEO 

that there are reasonable grounds to believe that the total value of the supply of residential 

accommodation will exceed a gross turnover of $100,000 within 12 months following the 

registration.   

 

38. There are two main criteria that the CEO will look at in making a decision to exercise his discretion: 

 

i. Whether the person is in the business of providing residential accommodation in 

the first place. A person who is merely contemplating getting into the residential 

accommodation business will not satisfy this requirement. If the person has taken 

merely preparatory steps (such as undertaken feasibility studies), then the 

application will be declined.   

 

a) The person should produce the following (to the extent feasible) information 

attached to the application:  

 Full details of the addresses of properties they plan to use for residential 

accommodation provision; 

 Approved building plans for construction; 

 If they are purchasing established buildings, sale and purchase contracts; 

 Approved loan documents or details of the source of funds; 

 Contract details with stages of construction and timeframes for completion;  

 Business plans outlining how they plan to source tenants; 

 Any other information they consider to be supportive of their application.   

 

ii. The person will need to show they have a reasonable basis for asserting that their 

turnover from residential accommodation will exceed $100,000 in the next 12 

months.   

 

(b) A practical way of satisfying this requirement would be to provide a business 

plan which includes the following:  

 How many units they are proposing to rent out; 

 Details of market rents for similar properties in the area their property is 

located. 

  

39. Notwithstanding anything contained in Section 22(4B), the CEO may, at his discretion refuse an 

application which may be expected to have an annual turnover exceeding $100,000.     

 

Example 3: Voluntary Registration on the supply of residential accommodation only under 

Section 22(4A) of the VAT Act  

Mrs. K commenced with her residential apartment business in January 2015.   
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She began construction of 10 flats in July 2015.  

Expected completion date is December 2017.  

She projects that 4 out of 10 flats will be completed by end of July 2016. Also, Mrs. K had a number 

of potential corporate clients. Flats will be rented at a monthly rent of $4000 per flat from August 

2016 and she expects to earn over $100,000 in the first 12 months following VAT registration as 

follows: 

August 2016 – January 2017 $96,000 ($16000 (4 flats x $4000) x 6 months) 

Her estimation is currently based on 6-months turnover and she is confident that turnover will 

exceed $100,000 in January 2017 and even when the 12-month cycle lapses (July 2017).  

Can she apply to be registered for VAT? 

Yes, she can. Mrs. K can apply for registration under Section 22(4A) as she expects her turnover to 

exceed $100,000 in the next 12 months. 

 

Example 4: VAT obligations upon CEO approval on the supply of residential accommodation 

only under section 22(4B) of the VAT Act  

For the purpose of Section 22(4B), using the same details in Example 3 above, Mrs. K applies to be 

registered under section 22(4A) of the VAT Act together with sufficient documentary evidence as 

proof. Suppose the CEO approves application by Mrs. K under Section 22(4B) and she is registered 

for VAT on 2nd August 2016.  

What are Mrs. K VAT obligations after VAT registration under Section 22(4B)? 

Mrs. K’s VAT obligations after being registered under Section 22(4B) are as follows:  

1. Mrs. K can claim VAT input on expenses incurred relating to construction costs incurred from 

2nd August 2016 onwards. 

2. Mrs. K will have to charge VAT when she starts deriving rental income (i.e. from November 

2016)    

 

Example 5: VAT obligations upon CEO approval on a mixed supply under section 22(4B) of 

the VAT Act  

Assuming that Mrs. K has been granted approval under section 22(4B) by CEO, she also operates a 

hair salon and a corner shop which is deriving $70,000 and $25,000 respectively on an annual basis.  

What will be Mrs. K’s VAT obligations after VAT registration at this point under Section 22(4B)? 

Further to Mrs. K’s VAT obligations in Example 4 above, she is also required to:  

Charge VAT on her salon and shop supplies as required under section 22(1) of the VAT Act. Note 

that at this point, Mrs. K has not applied for Section 27A as yet.  
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40. As noted above, paragraph 2 of the Second Schedule makes it mandatory for a residential 

accommodation provider to be VAT registered (and therefore charging VAT on such supplies) if 

their gross turnover already exceed the registration threshold.   

 

Application under Section 2313 – Cancellation of registration  

41. Section 23(9) provides that VAT registration may be cancelled if the turnover in the preceding 12 

months has not exceeded $100,000.  However, section 23(10) allows such person to write to the 

CEO to request an additional 24 months to meet the $100,000 threshold.   

 

42. It is important to note that the permission will not be granted if an incomplete application is made. 

The permission is granted at the CEO’s discretion.  

 

43. The written request should firstly provide a full explanation of why the turnover has decreased 

below $100,000. Usually, this will be the case if tenants have left or tenants have been vacated 

while renovations are taking place. Supporting documents should also be supplied to support the 

assertions made in the written request.   

 

44. Further, the request should also provide full explanations of why they expect the turnover to 

exceed the threshold within the extension granted. So, for example, if the turnover has decreased 

as a result of properties being sold, then the request should provide clear explanations of what 

steps are being undertaken to secure new properties for residential accommodation. Supporting 

documents should be provided for these explanations as well.  

 

45. Another important point to note is that section 23(10) allows for an extension for up to 24 

months.  Therefore, if the facts show that less time than that would be reasonably required to 

comply with the $100,000 threshold, then the extension will only be for the lesser period.  

  

46. Supposedly, taxpayer initially applied under 22(4A) and it was later approved by CEO under 

22(4B).  

 

47. On the same basis, let’s assume that construction works were still in progress, and therefore the 

construction of 5 flats were delayed, even after the 36 months’ time-frame was granted following 

registration. As a result, the $100,000 threshold requirement was not satisfied.  

 

48. In such scenario, the CEO can cancel registration under section 23(9) will recover these VAT claims 

under section 23(12).  

 

49. Section 23 has been inserted to deal with cancellation of registration for suppliers of residential 

accommodation.  Section 23(9) states that the CEO may cancel a person’s registration under 

section 23(5) if he is satisfied that the “total value of the taxable supply of residential 

accommodation by the registered person has not exceeded a gross turnover of $100,000 in the 

preceding 12 months”.   

 

                                                           
13 The full text of the provision is contained in Appendix 2  
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50. Consequently, it is important for VAT registered residential accommodation landlords to regularly 

monitor their turnover and cancel their registration if their turnover has decreased below 

$100,000. 

   

51. This is usually the case where a landlord decreases the number of residential accommodation 

dwellings that he or she is renting out.  It could be a result of some of the units being sold or some 

of the units being applied for other purposes (such as personal reasons).   

 

52. As a cautionary measure, we encourage all VAT registered residential accommodation providers 

to re-evaluate their turnover level if there is a significant change in their business.   

 

53. In some cases, the decrease in turnover to below $100,000 is expected to be temporary.  This 

could be the case, for example, where a landlord removes tenants from the dwellings to renovate 

the property.  Or it could be the case where tenants have left and the landlord is having difficulties 

finding new tenants.   

 

54. In both cases, the decrease in turnover below $100,000 is expected to be temporary.  In such 

cases, it would not be desirable to deregister the landlord at the point the turnover decreases 

below $100,000 and register them again once the turnover goes above $100,000.   

 

55. To deal with such scenarios, section 23(10) has been inserted to provide relief.  It states that prior 

to cancellation of a person’s registration, he or she will have the opportunity to prove to the CEO 

that the turnover falls below $100,000 in the preceding 12 months is temporary.   

 

56. Specifically, they will need to write to the CEO requesting for an additional period of up to 24 

months to meet the $100,000 gross turnover threshold.  Section 23(11) states that upon receiving 

the written request, the CEO may, at his or her discretion, extend the turnover period 

requirement in section 23(10).   

 

57. A mere request to extend is unlikely for the CEO to exercise his discretion.  

 

58. In the event that a person’s VAT registration is cancelled, section 23(12) would come into 

application. It states that upon deregistration, any input tax credit or VAT refund which has been 

claimed in relation to any expense including the construction of the residential accommodation 

from the date of registration to date of cancellation may be recovered by the CEO.  It also makes 

it clear that section 3(4)14 will apply.   

 

Example 6: Cancellation of VAT Registration under section 22(4B) of the VAT Act  

Now, at this point, Mr. J, the residential accommodation provider, has already been granted 

approval to register for VAT under section 22(4B) in August 2016.  

In his application, he disclosed his Stages of Construction which clearly stated that the 

construction will complete in July 2018.  

                                                           
14 The full text is contained in Appendix 2 
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However, by January of 2017, 4 flats will be completed let for rent. His anticipated monthly rental 

income to be $16,000.  

Total rental income over 6 months is projected to be $96,000. (January 2017 – July 2017)    

Scenario 1 

Assume that the construction of flats was delayed due to a change in contractor and the estimate 

of $100,000 turnover by July 2017 was not met. The CEO can cancel registration in August 2017.  

Scenario 2 

Despite the delay in construction, Mr. J is confident that the project will be completed by July 

2018. He is also aware that there can be further delays. Mr. K applies for a 24-month extension 

in July 2017.  

Based on the information provided, the CEO decides that 12 months is sufficient and grants 

extension up to July 2018.  

Scenario 3 

Assume that Mrs. K faced a number of problems throughout the project and applies for another 

24 months’ extension in July 2018.  

Since the CEO can only extend the time to comply up to a maximum period of 24 months from 

the initial registration, the final date to comply will be 31st July 2018.  

 

59. Section 27A has been inserted to deal with this problem.  Section 27A (1) states that where:  

“27A.— (1) Where a registered person carries on a taxable activity in branches or 
divisions, and a branch or division of that taxable activity is the supply of residential 
accommodation in which the gross turnover does not exceed $100,000, that 
registered person may apply in writing to the Chief Executive Officer for that branch 
or division to be treated as a separate entity for the purpose of this Act.”15 

 

Section 27A of the VAT Act  

60. The rules of interpreting a legislation requires the ordinary meaning to be applied. The exception 

to this rule is when the ordinary meaning gives an undesired outcome defeating the policy intent 

of the legislative provisions.  

 

61. A case law that supports the exception as explained above is founded in McLennan v Mowbray 

(1970) 15 FLR 442,16 the court stated:  

 
“…the literal meaning of words is never allowed to prevail where it would produce 

absurdity or consequences not intended by the legislature… and there is, I believe, 

an increasing tendency, since the ‘golden rule’ enunciated by Lord Wensleydale in 

                                                           
15 Act No. 4 of 2017; Effective from August 1, 2016 under Value Added Tax (Amendment) Act 2017 
Commencement Notice [Legal Notice No. 15] 
16 http://www.vanuatu.usp.ac.fj/courses/LA304_Legal_Drafting/LA304  

http://www.vanuatu.usp.ac.fj/courses/LA304_Legal_Drafting/LA304
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Grey v Pearson in 1857, in modern methods of construction to look at the object and 

intention of the legislature in construing a statute…” 

 

62. The same principle has been adopted in the domestic courts and this is evident in the case of Faiz 

Mohammed Khan Sherani v Latchman and others (1968) 14 FLR 31 the court said:  

“…where the language of a statute leads to inconvenience, absurdity, hardship or 
injustice presumably not intended by the legislature, the court may, in appropriate 
circumstances, depart from natural meanings and grammatical construction, and 
even clear words may be made to give way to good sense” 

 

63. While interpreting section 27A (1), it is noted that the ordinary meaning of the section provides 

that registered persons whose turnover from other taxable activities, besides residential rent, is 

above $100,000 whereas the turnover from the residential part is less than $100,000 may apply 

for be treated as a Separate Person for the supply of residential accommodation from the other 

taxable activities.  

  

64. However, the effect of the ordinary meaning interpretation is absurd. This is because ring fencing 

of the supply of residential accommodation whereby the turnover is below $100,000 is not 

necessary as the same is an exempt supply under paragraph 2A. This is where the rules of 

interpretation allow for the purposive approach to be used, whereby reference is made to the 

policy intent of the legislation. 

 

65. The key policy reasoning for the new residential accommodation is that the VAT treatment of 

residential accommodation supplies are treated as a Separate Person.  The VAT consequences of 

someone supplying residential accommodation should not (so far as practical) affect the VAT 

consequences for other activities that they carry out.   

 

66. Hence, the CEO will apply the tax laws according to its purpose. It is interpreted as whether or 

not the residential accommodation turnover increases above $100,000, the supply of residential 

accommodation will be treated as a Separate Person so as, it does not affect the other taxable 

activities.  

 

Example 7: Application of Section 27A of the VAT Act on Mixed Supplies following Section 

22(4B)  

Mr. L supplies residential accommodation. He also operates a food-mart and a clothing outlet. 

At this point, Mr. L has been granted approval under Section 22(4A) and Section 22(4B) of the 

VAT Act by the CEO to be registered for VAT purpose. 

 

Scenario 1  

When residential accommodation turnover is > $100,000 whereas Total Taxable 

Supplies is < $100,000 

After CEO’s approval under section 22(1) of the VAT Act, Mr. L then applies for section 27A, that 

is, to register his residential accommodation business as a separate person for VAT purpose, for 

which approval was again granted.  
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What is the VAT obligations of Mr. L after being granted approval under section 27A (2)?  

Mr. L treats the residential accommodation part as a separate person for VAT purposes. 

Therefore, it is treated separately from the food-mart and clothing outlet business activities. He 

will register residential accommodation under section 22(1) of the VAT Act because the turnover 

has exceeded the $100,000 threshold, where he will charge VAT on rent and claim VAT input on 

any costs incurred in relation to the activity of residential accommodation. 

However, since he has registered for Section 27A, he is not required to charge VAT on his food-

mart and clothing outlet supplies because of the ring-fencing effect.  

 

Scenario 2 

When residential accommodation turnover is > $100,000 whereas Total Taxable 

Supplies is > $100,000 

Suppose Mr. L applies for Section 27A for which approval is granted. What is Mr. L’s VAT 

obligations under this scenario?  

Mrs. L is required to register the residential accommodation part for VAT under section 22(1) 

because it is above the threshold of $100,000. Also, given that the remaining total taxable 

supplies have exceeded the threshold, Mr. L is also required to register for VAT on all remaining 

taxable supplies.   

 

Scenario 3 

When residential accommodation turnover is < $100,000 whereas Total Taxable 

Supplies is > $100,000 

Again, under this scenario, Mr. L is granted approval for section 27A. What will be his obligation?  

Mr. L treats the residential accommodation activity as a separate person for VAT purposes. 

However, in this case, since turnover is below $100,000, then it is an exempt supply under 

Paragraph 2A of the VAT Act.  

However, for the other taxable activities, Mr. L is required under Section 22(1) of the VAT Act to 

register and charge VAT on the respective supplies.  

   
67. The person will, in any event, be required to show that they maintain separate accounting 

systems for the residential accommodation part of their overall activities. Full details of the 

accounting systems should be provided, including how the separation is done for accounting 

purposes. 

 

68. Now, provided a valid application is made under section 27A (1), section 27A (2) then states that: 

“The Chief Executive Officer may, upon receiving an application made pursuant to 
subsection (1), treat that branch or division separately to maintain an independent 
system of accounting, and any taxable activity carried on by the registered person 
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who is a supplier of residential accommodation, shall not be included as part of other 
divisions or branches which are below the taxable threshold under section 22.”17 

 

69. This subsection states that the CEO shall treat the residential accommodation branch separately 

and an independent system of accounting will be required to be maintained for that branch. 

  

70. Section 27A (2) further states that “any taxable activity carried on by the registered person who 

is a supplier of residential accommodation, shall not be included as part of other divisions or 

branches which are below the taxable threshold under section 22 … “ 

 

71. Section 27A (2) also states that, upon receipt of an application subject to 27A (1), and upon CEO’s 

discretion, the CEO may treat other taxable activities whose turnover in a 12-month cycle are 

below the VAT threshold as a branch or a division for VAT purpose.     

 

72. Section 39(10) has been inserted in the VAT Act in relation to input tax credits. It stipulates:  

 
“Notwithstanding anything in this section, a registered person under section 22(4B) 

and (5) who makes payment for any expenses including the construction of the 

residential property for rental shall be allowed a deduction from the date of 

registration.” 

 

73. It states that a person who VAT registers in respect of their residential accommodation supplies 

and “makes payment for any expenses including for any expenses including the construction of 

the residential property for rental shall be allowed a deduction from the date of registration.”  

 

74. Key points to note are:  

 

a) Section 39(10) explicitly refers to “payment being made” as a precursor of the ability 

to claim input tax credits.  Consequently, registered persons must show that they have 

actually paid for the expense in order to claim input tax credits.   

 

b) The expenses need to have a direct nexus with the residential accommodation 

business.  If a registered person is engaging in supplying residential accommodation 

as well as other taxable activities, they would need to prove that the expenses were 

actually incurred towards the residential accommodation business.  

c) Apportionment issues will arise in relation to expenses incurred for mixed use.  

Consider, for example, the common scenario where a person is constructing a building 

that has multiple units.  All of the units will be tenanted out for residential 

accommodation purposes except one – which will be used as her residence.   

 

d) It would clearly be impractical to require the taxpayer to track whether each and every 

construction item is being used for the residential accommodation part or the 

residence part. Practical apportionment guidelines are needed to ensure the 

expenses are apportioned fairly.  Further guidance is provided later in this SIG. 

   

                                                           
17 Act No. 4 of 2017; Effective from August 1, 2016 under Value Added Tax (Amendment) Act 2017 
Commencement Notice [Legal Notice No. 15] 
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75. Registered persons are allowed deductions “from the date of registration.”  Practical issues 

arise in respect of this requirement which are discussed later in this SIG.     

 

Residential versus Commercial Dwelling   

76. As discussed above, all supplies of accommodation in a “residential dwelling” is an exempt 

supply unless the exemption is removed under paragraph 2A of the First Schedule. This is one of 

the first issues that needs to be considered in distinguishing between “residential dwelling” and 

“commercial dwelling”.   

 

77. Why is distinguishing between residential dwelling and commercial dwelling important? After 

all, the basic thrust of the new rules is that both residential and commercial dwellings become 

VAT taxable once the supplier’s turnover increases above $100,000.   

 

78. The differentiation is important because residential and commercial are governed by two 

somewhat different sets of rules.  Taxpayers need to be aware of the nature of supplies they are 

making so that they apply the correct rules.  

 

79. Hence, the rules make it clear that residential accommodation supplies become taxable only 

after the gross turnover from those supplies exceed $100,000.  

 

80. Moreover, VAT registration become mandatory if gross turnover from residential 

accommodation supplies exceed $100,000 from that activity (turnover from other supplies is 

effectively ignored for this purpose).  

 

81. This becomes an issue for mixed suppliers – those who supply residential accommodation as 

well as commercial dwelling.   

 

Example 8: Mixed Suppliers – Residential and Commercial Dwellings turnovers both below 

$100,000    

Mrs. B has a large building consisting of 20 units. 10 units are used as residential 

accommodation for long term tenants. The other 10 units are used as a boarding house (where 

food and other amenities are provided). Note that the boarding house meets the definition of 

a commercial dwelling.   

Suppose that each unit is deriving $9,900 per month, is Mrs. B required to register under the VAT 

laws? 

Mrs. B concludes that from the brief analysis of her turnover split, her total supplies are yielding 

$99,000 each, therefore it’s $198,000 in total. Therefore, Mrs. B’s VAT obligations are as follows:   

1. The residential accommodation supplies do not exceed $100,000, so they remain exempt. 

Paragraph 2 of the First Schedule of the VAT Act applies.  

2. The turnover from the commercial boarding house is less than $100,000, so the normal 

registration/ charging rules do not apply either.   

Hence, Mrs. B is not required to register for VAT.  
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82. Now let us assume that the supplier does a review of her turnover (in preparation of a FRCS 

audit) and now concludes that her turnover split is in fact $100,000 residential and $98,000 from 

the commercial part.  

 

83. This would dramatically change the VAT situation for the supplier.  She would have to VAT 

register and charge VAT on the residential accommodation supplies that she makes.   

 

84. The differentiation is even relevant for other suppliers.  Consider, for example, the scenario 

where a supplier has 4 units which he lets out to expatriates (generally for one to two year 

terms).  His turnover from these tenancies is $99,000 per annum.   

 

85. Let us further assume that he also operates a shop from which his turnover is $100,000 – and he 

is VAT registered for his shop sales.   

 

86. In order to attract expatriates to his units, he also provides cleaning service once a fortnight to 

the tenants.  Does the provision of cleaning services make his tenancies “commercial dwellings”?  

 

87. If his tenancies are deemed to be “residential accommodation”, then there would be no VAT 

consequences for these supplies since the turnover from these activities does not exceed 

$100,000.   

 

88. If the tenancies are deemed to be “commercial dwelling”, the supplier will be required to charge 

VAT on the supplies since he is already VAT registered (on account of his shop sales).   

 

89. Another important reason for differentiating between “commercial dwelling” and “residential 

dwelling” is the ability to register early (see below). 

 

90. Taxpayers can register early for residential and commercial dwelling supplies.  However, for 

commercial dwelling they: 

 

 Do not need to show that their turnover will eventually exceed $100,000 (see section 

22(4)).   

 

 Once registered, they start charging VAT on the supplies straight away – they do not 

need to wait until their supplies exceed $100,000.   

 

91. If, however, the supplies are deemed to be residential supplies, then the following different 

consequences will apply:  

 

 They will need to show that their residential accommodation supplies will eventually 

exceed $100,000 in the following 12 months and a further extension of 24 months is 

available in some circumstances; and  

 

 Once registered, they can claim input tax credits but they do not have to charge VAT 

until their turnover crosses the $100,000 point.   

 

92. Paragraph (b)(iii) of the definition of “dwelling” states that a  
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“residential unit in a retirement village or rest home when the consideration paid or 

payable for the supply of accommodation in the unit is for the right to occupy the 

unit” is included in the definition of “dwelling”.  As such, such supplies are not 

supplies of “commercial dwelling”.   

 

93. It is, of course, accepted that the New Zealand legislation is not binding in Fiji.  Nevertheless, it 

is useful to consider the New Zealand case law on the interpretation of “commercial dwelling” 

to glean the principles underlying this term.   

 

94. Specifically, the list of items in the New Zealand definitions should serve as a useful signpost in 

deciding what types of activities come within the definition of “commercial dwelling”.   

 

95. The difference between a “dwelling’ and “commercial dwelling” was analyzed in Case L75 

((1989) 11 NZTC 1,435).  It was decided in this case that a commercial dwelling existed where 

each of the 13 bedrooms in a house was let out individually, the rooms were either self-

contained or offered shared facilities and the vendor visited the premises several times a week 

and did cleaning and maintenance work.  Keane DJ states at p 1,440:  

 
“There is no stated line of demarcation between a “commercial dwelling” and a 

“dwelling” for hire.  So the distinction must be achieved by the broadest comparison.  

It must depend partly on scale: the larger the number of occupants catered for the 

more likely it is the premises are a “commercial dwelling”.  It must also depend on 

the level of control exercised: the less the owner intervenes in the daily management 

of the premises, the more likely it is that even larger premises comprise a number of 

individual “dwellings”.  The answer must turn on the facts of each case. 

 

96. Another point to note is that duration of stay is not necessarily indicative of whether an 

occupancy is a “residential dwelling” or “commercial dwelling”.  Consider, for example, the 

scenario where an affluent person decides to live permanently in hotels (Coco Chanel lived in 

the Ritz Hotel permanently during her last years).  This does not change the fact that the hotel 

is still a hotel and the fact that a guest is hiring a room on a long term basis does not make it a 

“residential dwelling”.    

 

97. Each case will turn on its own facts.  However, the above guidelines should be useful in 

delineating between residential and commercial dwellings.   

  

Input Tax Timing Issues  

98. Section 39(10) provides that a person who is registered in respect of their residential 

accommodation can claim input tax credits for expenses towards that business, including 

construction costs.  

 

99. An issue that needs to be considered is the timing of input tax credits.  Section 30(10) has two 

key requirements: 

 

 The input tax credits are available to a person who is registered and “makes payment 

for any expenses”. 

 The input tax credits are available “from the date of registration”.   
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100. The CEO requires that the combination of these two requirements suggest that the input tax 

credits are available only in respect of expenses that are paid after the date of registration.  So 

if any expenses were incurred and paid prior to registration, input tax credits will not be allowed 

for these.   

 

101. This requirement highlights the fact that persons who are starting a residential 

accommodation business should register on time so that they can claim input tax credits on time.  

If they register late, they may miss out on expenses paid for prior to registration.   

 

Input Tax Apportionment Issues 

102. As discussed above, input tax credit apportionment issues arise where expenses are incurred 

for residential accommodation purposes as well as other purposes.  A typical example is where 

a person is constructing a building which will have residential tenancy units as well as the 

residence of the person.   

 

103. Once registered, they can claim input tax credits for expenses incurred towards constructing 

the residential tenancy units.  The difficulty is that each construction item cannot be practically 

traced to whether it is used for the residence part or the residential tenancy part.  

 

104. Consequently, it becomes necessary to apportion the expenses and the input tax credit is 

allowed only to the extent it is used or applied for the residential tenancy part. 

 

105. In the case of construction costs, a practical method would be based on the area.  So, for 

example, if the residence part forms 30% of the total building, then only 70% input tax credits 

will be allowed attributable to the residential tenancy part of the building.   

 

106. Please note that apportionment is only required where expenses are mixed and cannot be 

traced to one part only.  However, if expenses can be directly traced, then no apportionment is 

required.   

 

107. So, for example, if legal expenses are incurred for drawing up tenancy agreements, then all 

of those expenses are clearly incurred towards the taxable part and a 100% VAT input deduction 

can be claimed.   

 

108. For more information or further enquiries may be forwarded to tipu@frcs.org.fj  

  

mailto:tipu@frcs.org.fj
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Appendix 1: Flow Chart 

 

 



Page 20 of 24 
 

 

  



Page 21 of 24 
 

Appendix 2: Legislation 

 

Exempt Supplies – First Schedule VAT Act 1991 
 

The supplies of goods and services listed in this schedule shall be exempt from tax: 
 
2. The supply of accommodation in a residential dwelling by way of hire provided it is 
used predominantly as a place or residence or abode excluding residential dwelling as 
specified in paragraph (2A) 
 
(2A)— (1) “For the purposes of paragraph 2, the following is excluded from the 

exemption and shall be subject to Value Added Tax; the supply of accommodation in a 

residential dwelling by way of hire or rent as a place of residence by a registered person 

who has an annual gross turnover from such hire or rent that is more than the amount 

specified in section 22.” 

 
(2) For the purpose of paragraph (2A) (1)— 
(a) if a residential dwelling is hired or rented wholly as a place of residence, the Value 
Added Tax will apply to the whole place of residence hired or rented; 
(b) if a residential dwelling is hired or rented partly as a place of residence and partly for 
some other use, the Value Added Tax will only apply to the portion that is hired or rented 
as a place 
of residence.” 

“‘Dwelling’ means any building, premises, structure, or other place, or any part thereof, 
used predominantly as a place of residence or abode of any individual, together with any 
appurtenances belonging thereto and enjoyed with it; but does not include a commercial 
dwelling;” 
 
 

Section 15 – Imposition of tax on supply  
S 15 is amended by substituting "twelve and a half" for "ten" by Act No 34 of 2002, effective 1 January, 2003  

 
(1) Subject to the provisions of this Decree, the tax shall be charged in accordance with 
the provisions of this Decree at the rate of nine percent on the supply (but not including 
an exempt supply) in Fiji of goods and services on or after the 1st day of July 1992, by a 
registered person in the course or furtherance of a taxable activity carried on by that 
person, by reference to the value of that supply. 

 
 

Section 22 – Persons making taxable supplies to be registered  
 
(1) Subject to this Decree, every person (other than a produce supplier) who, on or after 
the 1st day of July 1992, carries on any taxable activity and is not registered, becomes 
liable to be registered -  
 
 
(a) in the case of any person who solely supplies goods –  

 
(i) at the end of any month where the total value of supplies (not being exempt supplies) 
made in Fiji in that month and the eleven months immediately preceding that month in 
the course of carrying on all taxable activities has exceeded one hundred thousand 
dollars in gross turnover or such other amount as the Minister may from time to time, 
by Legal Notice declare:  
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Provided that a person does not become liable to be registered by virtue of this 
paragraph where the Commissioner is satisfied that the value of all those supplies in the 
twelve-month period beginning on the day after the last day of the period referred to in 
the said paragraph will not exceed that amount:  
 
(ii) at the commencement of any month where there are reasonable grounds for 
believing that the total value of the supplies (not being exempt supplies) to be made in 
Fiji in that month and the eleven months immediately following that month will exceed 
the amount specified in subparagraph (i) of this paragraph:  
 
 
(b) in the case of any other person –  

(i) at the end of any month where the total value of supplies (not being exempt supplies) 
made in Fiji in that month and the eleven months immediately preceding that month in 
the course of carrying on all taxable activities has exceeded one hundred thousand 
dollars in gross turnover or such other amount as the Minister may from time to time, 
by Legal Notice declare:  
Provided that a person does not become liable to be registered by virtue of this 
paragraph where the Commissioner is satisfied that the value of all those supplies in the 
twelve-month period beginning on the day after the last day of the period referred to in 
the said paragraph will not exceed that amount:  
 
(ii) at the commencement of any month where there are reasonable grounds for 
believing that the total value of the supplies (not being exempt supplies) to be made in 
Fiji in that month and the eleven months immediately following that month will exceed 
the amount specified in subparagraph (i) of this paragraph.  
 
 
(3) Every person who, by virtue of subsection (1) of this Section, becomes liable to be 
registered shall apply to the Commissioner on the prescribed registration form, as may 
be approved by the Commissioner, within twenty-one days of becoming so liable. 
  
(4) Notwithstanding subsections (1) and (3) of this section, every person who satisfies 
the Commissioner that on or after the 1st day of July 1992, -  
 
(a) that person is carrying on a taxable activity that involves the making of other than 

exempt supplies; or  
 

(b) that person intends to carry on any taxable activity, which will involve the making of 
other than exempt supplies, from a specific date, -  
may apply to the Commissioner on the prescribed registration form for registration. 
 
 “(4A) Notwithstanding subsection (1), a person engaged in the supply of residential 
accommodation which is expected to exceed a gross annual turnover of $100,000, may, 
in the prescribed form, make an application to the Chief Executive Officer to be 
registered in accordance with subsection (1). 
 
(4B) Upon receipt of an application under subsection (4A), the Chief Executive Officer 
may approve the application for registration in accordance with subsection (5) where it 
appears to the Chief Executive 
Officer that there are reasonable grounds to believe that the total value of the supply of 
residential accommodation will exceed a gross turnover of $100,000 within 12 months 
following the registration.”; and 
 
(5) Where any person –  
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(a) applies to be registered pursuant to this Section, and the Commissioner is satisfied 
that that person is eligible to be registered under this Decree, that person shall be a 
registered person for the purposes of this Decree with effect from such date as the 
Commissioner may determine; or  
 

(b) has not made application for registration pursuant to subsection (3) of this Section, 
and the Commissioner is satisfied that that person is liable to be registered under 
this Decree, that person shall be a registered person for the purposes of this Decree 
with effect from the date on which that person first became liable to be registered 
under this Decree: 
 

Provided that the Commissioner may, having regard to the circumstances of the 
case, determine that person to be a registered person from such later date as the 
Commissioner considers equitable.  

 

Section 23 amended 
 
Section 23 of the Principal Act is amended by inserting the following new subsections 
after subsection (8)— 
 
“(9) The Chief Executive Officer may cancel a person’s registration under subsection (5) 
if the Chief Executive Officer is satisfied that the total value of the taxable supply of 
residential accommodation by the registered person has not exceeded a gross turnover 
of $100,000 in the preceding 12 months. 
 
(10) Prior to cancellation under subsection (9), a registered person whose total value of 
taxable supply of residential accommodation has not exceeded a gross turnover of 
$100,000 in the preceding 12 months may write to the Chief Executive Officer requesting 
for an additional period of up to 24 months to meet the $100,000 gross turnover 
threshold. 
 
(11) Upon receipt of a written request made under subsection (10), the Chief Executive 
Officer may, at his or her discretion, extend the turnover period requirement in 
subsection (1). 
 
(12) Where a person’s registration is cancelled in accordance with subsection (9), any 
input tax credit or VAT refund which had been claimed by the person for any expense 
including the construction of the residential accommodation from the date of 
registration to the date of the cancellation of registration, may be recovered by the Chief 
Executive Officer and section 3(4) of the Act shall apply.” 
 
 

Section 27A “Branches or divisions containing residential accommodation 
 
27A.— 

 
(1) Where a registered person carries on a taxable activity in branches or divisions, and 
a branch or division of that taxable activity is the supply of residential accommodation 
in which the gross turnover does not exceed $100,000, that registered person may apply 
in writing to the Chief Executive Officer for that branch or division to be treated as a 
separate entity for the purpose of this Act. 
 
(2) The Chief Executive Officer may, upon receiving an application made pursuant to 
subsection (1), treat that branch or division separately to maintain an independent 
system of accounting, and any taxable activity carried on by the registered person who 
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is a supplier of residential accommodation, shall not be included as part of other 
divisions or branches which are below the taxable threshold under section 22.” 
 

Section 39 amended 
 
Section 39 of the Principal Act is amended by inserting the following new subsection 
after subsection (9)— 
“(10) Notwithstanding anything in this section, a registered person under section 
22(4B) and (5) who makes payment for any expenses including the construction 
of the residential property for rental shall be allowed a deduction from the date of 
registration.” 


