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STANDARD INTERPRETATION GUIDELINE 2021-04 
 

 INCOME TAX ACT 2015 – DEPRECIATION DEDUCTION 

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

practice in relation to depreciation allowance for tangible assets used in a business under the applicable provisions of the 

Income Tax Act 2015.  

 

It 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 2015dand Income Tax (Depreciation Rates) Regulations 
2016 (unless otherwise stated). 
 

This SIG will replace Practice Statement No. 48/2016, Depreciation Deduction.  

 

This SIG is in effect from 30th July 2021 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 provide practical guidance on CEO’s 

interpretation for calculation of depreciation (as allowable deduction for income tax purpose) of assets 

which are being used for business purpose to derive income.  

INTRODUCTION 
 
2. For purpose of income tax, tax is applied on the chargeable income of a person. Chargeable income of a 

person for a tax year is the person’s gross income for the year reduced by the total amount of deductions 

allowed to the person for that year.  

 

3. International Accounting Standard Board (IASB) Framework classifies asset as a resource controlled by the 

entity as a result of past events and from which future economic benefits are expected to flow to the 

entity.   

 

4. A deduction can be claimed for depreciation on tangible assets used by business to derive income. 

 

5. Depreciation is an amount of annual allowance to recover the cost of asset that has declined due to wear 

and tear, deterioration or obsolescence. 

 

6. Deprecation deduction will only be allowed for the asset if it is used in the business or in income-producing 

activity, have a determinable useful life and must be expected to last more than one year or one 

accounting period.  

 

7. Taxpayer can only deduct depreciation based on the business use of that asset, therefore an adjustment 

must be made for personal use. 

 

8. If a depreciable asset is used partly to derive income included in gross income and partly for another 
purpose, depreciation deduction is only allowed on apportionment basis, considering the asset is also used 
for other purpose, other than business purpose only.  

 

9. Depreciation deduction is applied to the cost of the asset which includes: 
a. total consideration given by the person for the asset, 

b. total amount of any incidental expenditure incurred in acquiring the asset, and  
c. total expenditure incurred to install, alter, renew, reconstruct or improve the asset.  

 
10. The following changes which are effective from 1 January 2016, apply to the tax year 2016 and subsequent 

years: 

a. taxpayers must use only one of the two depreciation methods - either SL or DV; however, for structural 
improvements only SL method is used; 

b. taxpayers can change the depreciation method upon CEO’s approval; 
c. there are four broad categories of assets and depreciation rates; 
d. for assets not included in any category, the rates are 20% for SL and 12.5% for DV. 
e. if an asset is disposed, there is no depreciation deduction in the year of disposal. 

 
11. When a person disposes of any depreciable asset acquired before or after 1st January, 2016, (e.g. if it is 

sold, transferred, no longer used etc.), no depreciation deduction is allowed for the tax year in respect for 
that asset.  
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12. The examples used throughout this SIG are merely illustrative. They 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. 

LEGISLATIVE ANALYSIS 
 
Definition of Assets  
13. Asset is defined in section 2 of the Act which includes capital asset, depreciable asset, intangible asset, or 

trading stock.   

 

14. Depreciation deduction is only claimed for depreciable assets and for the purpose of Income Tax Act, 

depreciable assets do not include capital asset, intangible asset and trading stock. 

Depreciable Asset 
15. Depreciable assets are defined in Section 2 of the Act.  

[Income Tax Act 2]                 Depreciable Asset 
“depreciable asset” means any tangible personal property or structural improvement to real property 
that  

(a) has a useful life exceeding one year;  

(b) is likely to lose value as a result of normal wear and tear, or obsolescence; and  

(c) is used wholly or partly to derive income included in gross income 

 

16. Depreciable asset is an asset that loses its value over its useful life as it is used to derive income.  

 

17. Depreciable assets includes tangible personal asset (such as plant and equipment) or structural 
improvements (example buildings) to the real property which has: 

  
a. a useful life of more than one year; 
b. loses value due to normal wear and tear or has become obsolete; and 
c. is used to derive amounts included in gross income. 

 
18. The cost of a depreciable asset is deducted over the useful life of the asset rather than deducted in the tax 

year in which the asset was acquired. This allocates the cost of the asset to the tax years in which the asset 

is consumed in deriving amounts included in gross income.  

 

19. The domestic case law of Taxpayers J1 and J2 v FRCS ITA Action No. 6 of 2016 provides some guidance on 

the interpretation of the definition of a depreciable asset. The Resident Magistrate Mr. Andrew See stated: 
“In this case, the building would be regarded as structural improvement to the real property. It has a 

useful life exceeding one year. … it is likely to lose value as a result of normal wear and tear and has been 

used to derive income by the Taxpayers. To that end, the structural improvement to the land (the 

building) would be excluded from the calculation of any gain to the capital asset.” 
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Leased Assets 
20. To obtain further understanding of the asset and what assets will be subject to depreciation, reference is 

made to International Accounting Standard Board (IASB) Framework which classifies asset as a resource 

controlled by the entity as a result of past events and from which future economic benefits are expected 

to flow to the entity.   

 

21. A person does not need to have legal ownership of an asset to record the asset within its balance sheet, it 

is important that the entity is able to: 

 

“control” the assets in use. Control the asset in use in the capacity of an entity to benefit from an 

asset in the pursuit of the entity’s objectives and to deny or regulate the access of others to that 

benefit.  

 

22. Legal ownership of the asset is not essential, leased assets under finance lease are often included as part 

of the assets for lessee even though another organization (lessor) has the legal title to it.     

 

23. Under a finance lease, substantially all risks and rewards of the asset are transferred by the lessor to lessee 

and the lessee will recognize this asset in the balance sheet, hence lessee will claim the deprecation for 

use of these assets.  

 

24. Under the finance lease, even though the legal title is with the lessor, lessor will recognize assets held 

under a finance lease in their balance sheets and present them as a receivable at an amount equal to the 

net investment in the lease.    

 

25. Under the finance lease, if the assets under the lease agreement is classified as depreciable asset then 

lessee is entitled to claim depreciation on such asset not lessor.    

 

26. Under the operating lease, risk and reward of the asset remains with the lessor. If the assets under the 

lease agreement is classified as depreciable asset then lessor is entitled to claim depreciation on such asset 

not lessee. 

 

Cost of the Asset  

 
27. Depreciation deduction is applied to the cost of the asset and section 85 of the Act sets out the rules for 

determining the cost of the assets.  
 
28. The basic rule in section 85(1), which provides that the cost of an asset (other than an intangible asset) is 

the sum of the following amounts: 
 

a. The total consideration given by the person for the asset. This includes the fair market value which is 
determined at the time asset is acquired.  
 

b. If the asset is constructed, produced or developed (rather than purchased), the cost of the asset 
includes the cost of construction, production or development. 

 
c. The total amount of any incidental expenditure incurred in acquiring the asset.  

Examples of incidental expenditure include professional fees (such as for the services of an 
agent, lawyer, valuer, auctioneer or surveyor).  
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d. The total expenditure incurred to install, alter, renew, reconstruct or improve the asset. 
 
29.  Section 85(4) provides that the cost of an asset includes any amount given for the grant of an option to 

acquire the asset. 
 
30. According to Section 85(5) the cost of an asset of a person is reduced by the amount of any deduction 

allowed to the person, the expenditure which is given a priority for deduction as an allowance.  
 

31. Interest expenses paid for acquisition of the asset will be claimed as the allowable deduction in Statement 
of Financial Performance of the person and will not form part of the capital expenditure.   

 
This ensures that a person does not obtain a double benefit, i.e. both a deduction for an expenditure and 
inclusion of the amount of expenditure in the cost of an asset.  

 

32. Any grant, subsidy, rebate, commission, or other assistance received or receivable by the person in respect 
of the acquisition must be excluded from the cost of an asset, unless the amount is included in the person’s 
gross income.  

 

33. Person claiming depreciation on structural improvements has to ensure cost of structural improvements 
must not include the cost of land.  Cost of land and structural improvement must be accounted separately.  

 
34. International Accounting Standard (IAS 16) is also being considered in determining the cost of the asset.  

 
[IAS 16]                                         Property, Plant and Equipment  
                Initial Measurement  
 
An item of the property, plant and equipment should initially be recorded at cost. Cost includes all costs 
necessary to bring the asset to working conditions for its intended use. This would include not only its 
original purchase price but also costs of site preparation, delivery and handling, installation, related 
professional fees for architects and engineers, and the estimated cost of dismantling and removing the 
asset and restoring the site.  

 
Example 1: Computation for cost of the asset   

 
a. Company Y acquired a machine for assistance in production, purchase price of machine is $1,000,000. 
b. Delivery at the site cost $1,000.  
c. An engineering company which assisted in installing the machine charged $50,000, legal firm charged 

$20,000 for assisting in transfer of legal ownership for machine to company Y.     

 
Total cost of the machine which will be subject to depreciation will be: 
 

Description  Amount  

Purchase Price $1,000,000 

Delivery $1,000 

Installation  $50,000 

Legal Fees 20,000 

Total Cost  $1,071,000 

 
35. For a person who is registered for VAT any VAT paid for acquisition of asset will not form part of the cost 

of the asset, VAT paid for the acquisition of the asset will be subsequently claimed as input tax. 
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36. A person who is not registered for VAT but pays VAT on the acquisition of asset will be included in cost of 
the asset. VAT paid for the acquisition of the asset will not be claimed as input tax by the person but it will 
be treated as a capital expenditure.  

 
Depreciation of Depreciable Assets  
 
37. The depreciable asset must be available for use and held by that person as per definition in Section 2. A 

person is allowed a deduction in a tax year for assets that meets the requirements in section 31 (1).  

[Income Tax Act 31]                 Depreciation of depreciable assets  
 
31.(1) A person is allowed a deduction for a tax year for the amount by which the depreciable assets 

owned by the person have declined in value during the year through use in deriving income included in 

gross income. 

 

38. A deduction is allowed for the decline in value of the depreciable asset for a tax year only if the decline 

in value has occurred during the year through the use of the asset in deriving amounts included in gross 

income.  

 

39. If the asset is not used in a particular tax year to derive the income during its estimated useful life, 

depreciation for the particular tax year must not be claimed.   

 

40. The conditions that must exist to qualify for a depreciation deduction are as follows: 

 
a. the asset must have a determinable useful life of more than one year; 

 
b. the asset must be used or held for use in the taxpayer’s business or in an income-producing activity; 

 

c. for leased real property, the taxpayer may also depreciate any capital improvements for that property; 
 

d. the taxpayer can only deduct depreciation based on the business use of that property, therefore an 
adjustment must be made for personal use. 

 

41. Section 31 (2) requires a person to choose one of the two depreciation methods, SL method or DV method 
and once the election is made, that method will apply to all assets owned by the person. 

 
42. Section 31 (3) allows only the SL method to be used for structural improvements. The cost of a structural 

improvement does not include the cost of the land on which the structural improvement is situated as 
land does not have a limited useful life and land is NOT subject to depreciation. 

 
43. A person can change their method of depreciation with the written approval of the CEO as outlined in 

section 31 (4). 
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Straight Line Depreciation Method 
 
44. The amount of a depreciation deduction under the straight-line depreciation method is computed by 

applying the relevant rate set out in Depreciation Rates Regulation 2016 against the cost of the asset as 
per section 32(1). 

 
45. The effect of straight-line depreciation is that the cost of a depreciable asset is deducted evenly over the 

useful life of the asset, which is based on the assumption that the asset decreases in value evenly over its 
useful life.  

 

46. The section applies to depreciable assets which are structural improvements to real property and any 
other depreciable asset in relation to which an election has been made under section 31(2) to use the 
straight-line depreciation method.  

 

47. The amount of the depreciation deduction is adjusted if asset is partly used to derive amounts included in 
gross income and partly used for other purposes or it is only used for the part of tax year to derive amounts 
included in gross income.  

 
Example 2: Computation under SL method  
 
a. Jone acquires a computer on January 1, 2017 wholly for use in his accounting business. 

b. The computer costs $4,000.  

c. According to Deprecation Rates Regulation, the depreciation rate is 25%.  

Year  Cost of the Asset Depreciation 
Rate  

Calculation of 
Depreciation  

Depreciation  

2017  
$4,000.00 

 
25% 

 
4,000 x 25% 

$1,000 

2018 $1,000 

2019 $1,000 

2020 $1,000 

 

d. Assuming Jone holds the asset for four tax years, the depreciation deduction for each year is 

$1,000 ($4000 x 25%) 

Jone will claim depreciation of $1,000 for acquiring and using the computer in his business from 2017 to 
2020.  
   

Diminishing Value Depreciation 
 
48. Subsection 33(1) provides that the amount of the depreciation deduction for a depreciable asset is 

computed by applying the relevant rate set out in Depreciation Rates Regulation 2016 to the written down 
value of the asset at the start of the tax year. 

 
49. In a tax year where an asset is acquired, depreciation for DV method will be computed as cost multiply by 

the applicable depreciation rate.  
 

50. The written down value of a depreciable asset acquired in a previous tax year is the cost of the asset less 
the total depreciation deductions allowed in previous tax years. 

 

51. The DV depreciation method allows taxpayers to deduct a given percentage of the written down value of 
a depreciable asset each year because the written down value diminishes over time but the percentage 
does not change.  



8 | P a g e  
   

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

 

 

52. The effect is to allow more deductions in earlier years and decreasing deductions in subsequent years. This 
is based on the assumption that the decrease in value of depreciable assets caused by wear and tear is 
greater in the earlier years of use. 

 

53. After the completion of the useful life, some asset may have the zero value but under the DV depreciation 
method asset cannot be fully depreciated in the books as depreciation is calculated using the written down 
value.    

 

54. For this reason, asset can be fully written-off in a tax year if the written down value of the asset in the 
beginning of that tax year is 5% or less than 5% of the cost of the asset.  

 
Example 3: Computation under DV method    

a. On 1 January 2017, Jone acquires drilling machinery worth $20,000 which is to be used solely 

in deriving mining income included in gross income.  

b. Jone is approved to use DV method for depreciation of his business assets.  

c. According to Depreciation Rates Regulation, the DV rate of depreciation is 30%.  

d. For the 2017 tax year, the depreciation deduction is $6,000 ($20,000 x 30%).  

e. The written down value of the plant at the beginning of the 2018 tax year is $14,000 ($20,000 - $6,000) 

and the depreciation deduction allowed for that year is $4,200 ($14,000 x 30%).  

f. The written down value at the beginning of the 2019 tax year is $9,800 ($14,000 - $4,200). 

g. 5% of $20,000 is $1,000, asset will be fully written of in the year if the written down vale of the asset 

in the beginning of that year is $1,000 or less than $1,000.   

 

Computation of Depreciation will be as follows: 

Year  Written Down 
Value 

Calculation of Depreciation Depreciation  Accumulated 
Depreciation  

2017 20,000 $20,000 x 30% $6,000 $6,000 

2018 $14,000 $14,000 x 30% $4,200 $10,200 

2019 $9,800 $9,800 x 30% $2,940 $13,140 

 
Drilling machine will continue to be depreciated until fully written-off.  

 

Apportionment of Depreciation  
 

55. The amount of the depreciation deduction is adjusted if asset is partly used to derive amounts included in 
gross income and partly used for other purposes or it is only used for the part of tax year to derive amounts 
included in gross income.  

 
56. As per section 31 (5) if a depreciable asset is used partly to derive income included in gross income and 

partly for another purpose, the depreciation deduction is only allowed for the part of the asset used to 
derive income included in gross income.  

 

57. Taxpayer has to make own reliable judgment and to use the method suitable for accounting the 
apportionment of the assets used for business and other purpose. Where applicable taxpayer needs to 
maintain documentary evidence for reliable and justifiable accounting for apportionment of the assets.  
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Example 4 - Asset partly used for business purpose - straight line method 
 
a. If Jone uses the computer 70% of the time to derive gross income and 30% of the time for personal 

use.  
b. According to Deprecation Rates Regulation, the depreciation rate is 25%.  

c. Assuming that Jone holds the asset for four tax years, the depreciation deduction for each 

year (taking into account Section 31(5)) is $700 ($4,000 x 25% x 70%). 

Year  Cost of the 
Asset 

Depreciation 
Rate  

Calculation of 
Depreciation  

Depreciation  

2017  
$4,000 

 
25% 

 
(4,000 x 25%) x 70% 

$700 

2018 $700 

2019 $700 

2020 $700 

 
Jone will claim depreciation of $700 for acquiring and using the computer 70% of the time in his business 
from 2017 to 2020.    

 
Example 5 - Asset partly used for business purpose - diminishing value method 
a. Jone acquired plant in January 2017 for $20,000.  
b. Assume that Jone used the plant partly to derive business income included in gross income (50%) 

and partly for personal use.  
c. Jone is approved to use DV method for depreciation of his business assets.  

d. According to Deprecation Rates Regulation, the depreciation rate is 30%.  

e. The depreciation deduction for the 2017 tax year is $3,000 (($20,000 x 30%) x 50%) (Sections 

31(5) and 33).  

f. According to section 33(3), the written down value of the plant at the beginning of the 2018 

tax year is still $14,000 (i.e. computed on the assumption that the whole amount of the 

depreciation was allowed). 

g. The depreciation deduction for the 2018 tax year is $2,100(($14,000 x 30%) x 50%). The 

written down value of the plant at the start of the 2019 year is still $9,800. 

Year  Written 
Down Value 

Calculation of Claimable 
Depreciation  

Claimable 
Depreciation  

Depreciation  Accumulated 
Depreciation  

2017 20,000 ($20,000 x 30%) x 50%  $3,000 $6,000 $6,000 

2018 $14,000 ($14,000 x 30%) x 50% $2,100 $4,200 $10,200 

2019 $9,800 ($9,800 x 30%) x 50% $1,470 $2,940 $13,140 

 
58. An adjustment is also required if a depreciable asset is used for part of the tax year. The amount of the 

deduction is computed according to the formula given in section 31 (6). 
 

Depreciation formula for part-year use adjustment 

 

                                             A x  
𝑩

𝑪
 

where— 

A is the depreciation deduction computed under section 32 or 33 after taking into 
account Section 31 (5);  
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B is the number of days in the tax year the asset is used in deriving income included in 
gross income; and  

C is the number of days in the tax year. 

 
59. A depreciable asset is treated as used on a day if it is either actually used on that day or is available for 

use. An asset is treated as available for use on any working day or non-working day in a tax year (example 
Sunday or a public holiday). 

 
60. Section 34(1) provides that no claim for depreciation is made in the tax year in which an asset is disposed.  

 
Example 6 - Asset used for part of the year- straight line method  
 
e. Assume that Jone acquired the computer on July 1, 2017 wholly for use in his accounting 

business. 

f. The computer costs $4,000.  

g. According to Deprecation Rates Regulation, the depreciation rate is 25%.  

h. The depreciation deduction for the 2017 tax year is $504 (4,000 x 25% x 184/365). 

i.  Jone is allowed a depreciation deduction of $1,000 in each of the next three tax years (2018, 

2019 and 2020 tax years). At the end of the 2020 tax year, Jone has been allowed total 

depreciation deductions of $3,504 in relation to the computer. If the computer is used for the 

whole of the 2021 tax year, the depreciation deduction for the year is limited to $496 ($4,000-

$3,504). Depreciation deduction in the final year will be limited to written down value.  

 
Year  Cost of the 

Asset 
Depreciation 
Rate  

Calculation of 
Depreciation  

Depreciation  

2017  
 
$4,000 

 
 
25% 

(4,000 x 25% x 184/365) $504 

2018  
4,000 x 25% 

$1,000 

2019 $1,000 

2020 $1,000 

2021 4,000 - 3,504 $4961 

 

Example 7 Asset used partly for business purpose for part of the year- straight line 
method 
a. Assume that the computer acquired on July 1, 2017 is used by Jone only 70%   of the time for 

use in deriving gross income with the balance of the time used for private purposes.  

b. According to Deprecation Rates Regulation, the depreciation rate is 25%.  

c. The deduction for the 2017 tax year is $353: ($4000 x 25% x 184/365) = $504, $504 x 70%.  

d. Jone is allowed a depreciation deduction of $700 ($1,000 x 70%) in each of the next three tax 

years, 2018, 2019 and 2020. 

e. It is necessary to take account of section 32(2) in computing the depreciation deduction for 

the 2021 tax year.  

f. This is the amount that is taken into account for the purposes of section 32(2), which means 

that the deduction allowed for the 2021 tax year is $347 ($496 x 70%).  

 

 

                                                      
1 Deprecation Deduction is limited to amount of written down value at the beginning of 2021.  
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Year  Cost of the 
Asset 

Depreciation 
Rate  

Calculation of 
Depreciation  

Depreciation  

2017  
 
$4,000 

 
 
25% 

((4,000 x 25% x 
184/365)) x 70% 

$353 

2018  
(4,000 x 25%) x 70% 

$700 

2019 $700 

2020 $700 

2021 (4,000 - 3,504) x 70%  $3472 

 

Example 8 - Asset used for part of the year-diminishing value method 

a. Assume that Jone acquired the plant on July 1, 2017 wholly for use in his business. 

b. The plant costs $20,000.  

c. After taking into account section 31(6) of the Act, the depreciation deduction for the 2017 

tax year is $3,024 ($20,000 x 30% x (184/365)). 

  
Year  Written Down 

Value 
Calculation of Depreciation Depreciation  Accumulated 

Depreciation  

2017 $20,000 ($20,000 x 30%) x (184/365)  $3,025 $3,025 

2018 $16,975 ($16,975 x 30%) $5,093 $8,118 

2019 $11,882 ($11,882 x 30%) $3,565 $11,683 

2020 $  8,317 ($ 8,317 x 30%) $2,495            $14,178 

 
100% write-off of Depreciable Asset in Year of Acquisition 
61. Where the cost of a depreciable asset is $10,000 or less, a taxpayer may deduct the full cost of the asset 

in the tax year it was acquired. 
 
62. 100% write-off of depreciable assets discussed in paragraph 67 is only allowed if depreciable asset: 

 
Test 1: is regarded as a whole;  

       Test 2: is capable of being separately identified; and  

       Test 3: has a separate function.   

 

Example 9 - 100% write-off of Depreciable asset in the year of acquisition. 

Company X acquired generator on 30th June, 2021 for $8,000 and company’s tax year is same as calendar year.  

Following test should be done in order for company X to claim 100% of $8,000 in tax year 2021. 

 

Test:  

Cost of a depreciable asset is $10,000 or less.  

Depreciable asset is regarded as a whole.  

Depreciable asset is capable of being separately identified.  

Depreciable asset has a separate function.   

 
 
 
 
 
 

                                                      
2Deprecation deduction is limited to amount of written down value at the beginning of 2021 and then apportioned for purpose of business use.  
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APPENDIX 1    
Extracts from the Income Tax Act 2015 – Section 1, 31, 32 and 33. 

 

Short title and commencement  
“1.(1) This Act may be cited as the Income Tax Act 2015.  

(2) Subject to subsection (3), this Act shall come into force on 1st January, 2016 and shall apply to tax years 

commencing on or after the commencement date.” 

Depreciation of depreciable assets  
“31.(1) A person is allowed a deduction for a tax year for the amount by which the depreciable assets 
owned by the person have declined in value during the year through use in deriving income included 
in gross income.  

(2) Subject to subsection (3), a person may elect for the depreciation deduction allowed under 
subsection (1) to be computed according to the straight-line method under section 32 or the 
diminishing value method under section 33 and an election so made applies to all depreciable assets 
owned by the person.  

(3) A structural improvement can be depreciated only under the straight-line method and the cost 
of a structural improvement does not include the cost of the land on which the improvement is 
situated.  

(4) A person may apply, in writing, to the CEO for a change in the method of depreciation and the 
CEO may, by notice in writing to the applicant, approve the application subject to such conditions as 
the CEO may specify in the notice.  

(5) If a depreciable asset is used by a person in a tax year partly to derive income included in gross 
income and partly for another use, the amount of the depreciation deduction allowed under 
subsection (1) for the year is the fair proportional part of the amount computed under section 32 or 
33, as the case may be, that would be allowed if the asset were wholly used to derive income included 
in gross income.  

(6) If a depreciable asset is not used by a person for the whole of the tax year to derive income 
included in gross income, the depreciation deduction for the year is computed according to the 
following formula—  

A x B/C  
where— 

A is the depreciation deduction computed under section 32 or 33 after taking into account 
subsection (5);  

B is the number of days in the tax year the asset is used in deriving income included in gross 
income; and  

C is the number of days in the tax year.”  
 

Straight-line depreciation  
“32. (1) Subject to section 31(5) and (6), the depreciation deduction allowed under section 31 to a 

person for a tax year in respect of a depreciable asset under the straight-line method is computed by 
applying the rate prescribed by Regulations made under this Act against the cost of the asset.  
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(2) The total deductions allowed, or that would be allowed but for section 31(5), to a person in 
respect of a depreciable asset to which this section applies for the current tax year and all previous 
tax years must not exceed the cost of the asset.” 

Diminishing value depreciation  
“33.(1) Subject to section 31(5) and (6), the depreciation deduction allowed to a person for a tax year 
in respect of a depreciable asset under the diminishing value method is computed by applying the rate 
prescribed by Regulations made under this Act against the written down value of the asset at the 
beginning of the year.  

(2) Subject to subsection (3), the written down value of a depreciable asset at the beginning of a tax 
year is—  

(a) if the asset was acquired during the year, the cost of the asset; or  

(b) in any other case, the cost of the asset as reduced by the total depreciation deductions 
allowed to the person in respect of the asset in previous tax years.  

(3) If section 31(5) applies to a depreciable asset for a tax year, the written down value of the asset is 

computed on the basis that the asset has been used in that year solely to derive income included in gross 

income.” 

 

Disposal of depreciable asset  
“34. (1) Subject to this section, if a person disposes of a depreciable asset in a tax year, the person is not 

allowed a depreciation deduction for the year and…” 
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APPENDIX 2         
 

INCOME TAX (DEPRECIATION RATES) REGULATIONS 2016 
 

[Regulation 1] Short title and commencement 
  
(1) These Regulations may be cited as the Income Tax (Depreciation Rates) Regulations 2016.  
 
(2) These Regulations shall come into force on 1 January 2016.  
 
[Regulation 2] Interpretation  
 
(1) In these Regulations, “Act” means the Income Tax Act 2015.  
 
(2) The words and phrases have the same meaning as under the Act unless the context otherwise requires.  
 
[Regulation 3 Provisional Tax] Depreciation rates  
 
For the purposes of sections 32 and 33 of the Act, the depreciation rates are specified in the Schedule. 
  
[Regulation 4] 100% write-off expenditure  
 
(1) Notwithstanding the provisions of these Regulations, where the cost of a depreciable asset is $10,000 or 
less, a taxpayer may deduct the full cost of the asset in the tax year it was acquired.  
 
(2) A deduction under this regulation must not be allowed unless the taxpayer can demonstrate that the 
asset—  
a) is regarded as a whole;  

b) is capable of being separately identified; and  

c) has a separate function.  
 
(3) Where a taxpayer applies the diminishing value method and the written down value of an asset has reached 
5% or less of the cost of the asset at the end of a tax year, the taxpayer must deduct the equivalent sum in 
that tax year 
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SCHEDULE 1 
(Regulation 3) - Depreciation Rates 

f. NB – for any depreciable asset that is not included in these categories the depreciation rates are 20% 
(SL) and 12.5% (DV).  

 

 

 

 
 
 
 

Asset Depreciation Rate 
 

Diminishing 
value 

Straight-line 

 Motor vehicles; buses and minibuses with a 
seating capacity of less than 30 passengers; 

 Goods vehicles with a load capacity of less than 
7 tonnes;  

 Computers and data handling equipment 
 Construction equipment  
 Earthmoving equipment 

 
 

40% 

 
 

25% 

 Buses with a seating capacity of 30 or more 
passengers 

 Goods vehicles designed to carry or pull 
loads of more than 7 or more tonnes 

 Specialised trucks; tractors; trailers and 
trailer-mounted containers 

 Plant and machinery used in 
manufacturing, mining, or farming 
operations 

 
 

30% 

 
 

20% 

 Vessels, barges, tugs, and similar water 
transportation equipment 

 Aircraft 
 Specialised public utility plant, equipment, 

and machinery 
 Office furniture, fixtures, and equipment 
 Any  depreciable asset not included in 

another category 

 
 

20% 

 
 

12.5% 

Buildings 
   - Brick, stone or concrete  
   - Timber buildings 
   - Steel or steel prefabricated 
   - Steel or steel prefabricated on copra plantations 
   - Bures 
   - Other  

  
2.5% 
4% 
4% 

 
7% 

15% 
2.5% 


