STANDARD INTERPRETATION GUIDELINE 2020-22
INCOME TAX ACT 2015 – FRINGE BENEFIT TAX ON MOTOR VEHICLE FRINGE
BENEFIT
This Standard Interpretation Guideline (SIG) sets out Fiji Revenue and Customs Service’s (FRCS) policy and
operational practice in relation to the application and administration of Fringe Benefit Tax (“FBT”) on Motor
Vehicle Fringe Benefit provided by an employer to its employees and associates.
It is issued with the authority of the Chief Executive Officer (CEO) of FRCS.
Legislative references in this SIG are to the Income Tax Act 2015and any Regulations (unless otherwise
stated)
This SIG is in effect from 14th August 2020 and may need to be reviewed in the event of any relevant
legislative amendments.
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PURPOSE
1.

The purpose of this Standard Interpretation Guideline (SIG) is to discuss CEO’s interpretation and
application of fringe benefit tax (FBT) on the provision of motor vehicle fringe benefit provided by
an employer or associate of an employer to its employees and associates.

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 FBT payable by the
employers.

5.

A fringe benefit is payment made by an employer which otherwise would have been paid for by the
employee, as a result of which the employee receives a benefit.

6.

Fringe benefit are the non-cash benefits derived from employment that does not form part of cash
salary or wages.

7.

Certain fringe benefits identified under the Income Tax Act 2015 are taxable2 whereas certain other
benefits are exempt fringe benefits3.

8.

This SIG discusses motor vehicle benefit which is a taxable fringe benefit.

9.

Examples illustrated in this SIG demonstrate the CEO’s interpretation and application of the
taxation implications relating to the application of motor vehicle fringe benefit and the
transportation services provided by an employer or associate of an employer to its employees and
associates. 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.

10.

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

1

Exceptions under Section 70(3) of ITA
Section 72(1) of ITA
3 Section 71(1) of ITA
2

2

LEGISLATIVE ANALYSIS
Fringe Benefits
11.

Fringe benefit tax applies on the value of taxable fringe benefits4 received by an employee, on which
an employer is required to pay the tax.

12.

FBT is levied at the rate of 20% 5 on the fringe benefit taxable amount of the employer for each
quarter who has a taxable amount for that quarter 6.

13.

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.

14.

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

15.

Employer means a person who engages or remunerates an employee. Person is defined in section
2 to mean an individual, company, partnership, trust, government, political subdivision of a
government, or international organisation.

16.

Employee means an individual engaged in employment. 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.

17.

A benefit is treated as provided by an employer to an employee if —
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 employee7.

18.

There are two steps to be completed when computing FBT:
a) Step 1: Use the formula to compute the fringe benefit taxable amount;
𝐴

Fringe Benefit Taxable Amount =

(

1−𝑟

)

b) Step 2: Multiply the FBT taxable amount by the FBT rate to compute the FBT per quarter.
𝐴

Fringe Benefit Tax =

(

1−𝑟

4

Section 70 – ITA 2015
Income Tax (Rates & Levies) Regulation 2016
6
Section 69 – ITA 2015
7
Section 72(5) – ITA 2015
5

3

) ∗ 20%

Motor Vehicle Fringe Benefit – Section 78
19.

Section 78 provides for identification and valuation of a motor vehicle fringe benefit.

20.

A motor vehicle fringe benefit is when an employer provides a motor vehicle to an employee
either wholly or partly for the private use of the employee.8

21.

The value of motor vehicle benefit for a quarter is as follows 9:

22.

Motor vehicle engine capacity

Value per quarter

Under 1,800cc

$656

1,800cc and < 2,000cc

$778

2,000cc and above

$958

Irrespective of engine capacity, if the cost of
the vehicle exceeds $100,000

$958 plus 2.5% of the excess of the cost above
$100,000.

As per the above table, the value of a motor vehicle fringe benefit is computed on a quarterly
basis based on the engine size of the vehicle and a special valuation rule applies to a vehicle
with a cost exceeding FJD$100,000 where the engine size is not taken in consideration.
Example 1
HapCo Ltd provides a motor vehicle to Mr. Eden’s wife, Mrs. Eve. Mrs. Eve uses the motor vehicle
for private purposes only. The engine capacity of the motor vehicle is under 1800cc.

What is the value of motor vehicle fringe benefit? What is the fringe benefit taxable
amount? How much FBT should be paid per quarter?

CEO’s position
What is the value of motor vehicle fringe benefit?
8
9

Section 78(1) – ITA 2015
Section 78(2) – ITA 2015
4

The value of motor vehicle benefit for a quarter is $656 as per the table above discussed in
paragraph 24.
What is the fringe benefit taxable amount?
A / (1-r)
= $656
(1-0.20)
= $656
0.8
= $820
How much FBT should be paid per quarter?
=$820 * 20%
= $164 per quarter

23.

Example 2
ACo Ltd provides a motor vehicle to Mr. Eden. Mr Eden uses the motor vehicle for private purposes
only. The cost of the vehicle is $150,000.

What is the value of motor vehicle fringe benefit? What is the fringe benefit taxable
amount? How much FBT should be paid per quarter?
CEO’s position
What is the value of motor vehicle fringe benefit?
The value of motor vehicle benefit for a quarter is:
Motor Vehicle Benefit = $958 + 2.5% * ($150,000 -$100,000)
= $958 + (2.5% * $50,000)
= $958 + $1,250
= $2,208

What is the fringe benefit taxable amount?
A / (1-r)
= $2208
(1-0.20)
= $2208
0.8
= $2760

How much FBT should be paid per quarter?
=$2760 * 20%
= $552 per quarter
5

24.

25.

Section 78(3) clarifies on the apportionment rule if a motor vehicle is used partly for private and
partly for employment purpose. It states that if a motor vehicle provided to an employee is partly
used for private purpose and partly for use in employment, the value of the benefit is reduced
by 50% of the value of the benefit determined under section 78(2).
Example 3
ACo Ltd provides a motor vehicle to Mr. Brian. Mr Brian uses the motor vehicle 30% for private
purposes and 70% for employment purposes. The cost of the vehicle is $150,000.

What is the value of motor vehicle fringe benefit? What is the fringe benefit taxable
amount? How much FBT should be paid per quarter?
CEO’s position
What is the value of motor vehicle fringe benefit?
The value of motor vehicle benefit for a quarter is:
Motor Vehicle Benefit = [$958 + 2.5% * ($150,000 -$100,000)] * 50%
= [$958 + (2.5% * $50,000)] * 50%
= [$958 + $1,250] * 50%
= $2,208 * 50%
= $1,104
The motor vehicle benefit will be apportioned by 50% regardless of its 30% use for private purposes
as per section 78(3) of ITA 2015.

What is the fringe benefit taxable amount?
A / (1-r)
= $1104
(1-0.20)
= $1104
0.8
= $1380

How much FBT should be paid per quarter?
=$1380 * 20%
= $276 per quarter

26.

Section 78(4) provides the apportionment rule if a motor vehicle is used partly for private and/or
partly for employment purpose for part of a quarter. It simply means that if a motor vehicle
referred to in section 78(2) or section 78(3) is not provided for the whole of a quarter, the value
6

of the benefit computed under section 78(2) or section 78(3) is based on the proportion of the
quarter that the vehicle was provided wholly or partly for private use.

27.

Example 4
VBCo Ltd provides a motor vehicle to Mrs. Brent. Mrs Brent uses the motor vehicle solely for private
purposes. The engine capacity of the vehicle is 1900cc. The value of motor vehicle was purchased
on March 1, 2020 and was used by Mrs. Brent for one month of the first quarter.

What is the value of motor vehicle fringe benefit? What is the fringe benefit taxable
amount? How much FBT should be paid per quarter?
CEO’s position
What is the value of motor vehicle fringe benefit?
The motor vehicle benefit for a quarter will be computed as follows:
Motor Vehicle Benefit = $778 * 1/3
= $259.33

What is the fringe benefit taxable amount?
A / (1-r)
= $259.33
(1-0.20)
= $259.33
0.8
= $324.16

How much FBT should be paid per quarter?
=$324.16 * 20%
= $64.83 per quarter

28.

Section 78(5) provides for rule for leased motor vehicle. If a motor vehicle is leased by the employer,
then the table for the value of motor vehicle benefit provided under section 78(2) will still be used
however, a special valuation rule applies to a vehicle with a cost exceeding FJD$100,000.

29.

If the employer leases the vehicle, section 78(5) provides that the cost of the vehicle is the fair
market value of the vehicle at the commencement of the lease.
Example 5

7

30.

HapCo Ltd leases a motor vehicle from BC Motors. The fair market value of the vehicle at the
commencement of the lease is $120,000. It provides the leased vehicle to Mr. J and he uses the
vehicle for private purpose only.

What is the value of motor vehicle fringe benefit? What is the fringe benefit taxable
amount? How much FBT should be paid per quarter?
CEO’s position
What is the value of motor vehicle fringe benefit?
The value of motor vehicle benefit for a quarter is:
Motor Vehicle Benefit = [$958 + 2.5% * ($120,000 -$100,000)]
= [$958 + (2.5% * $20,000)]
= $958 + $500
= $1,458

What is the fringe benefit taxable amount?
A / (1-r)
= $1,458
(1-0.20)
= $1,458
0.8
= $1,822.50

How much FBT should be paid per quarter?
=$1,822.50 * 20%
= $364.50 per quarter
31.

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