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STANDARD INTERPRETATION GUIDELINE 2020-24 
 

INCOME TAX ACT 2015 – TAX TREATMENT OF FNPF EMPLOYER CONTRIBUTIONS 

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

operational practice in relation to the tax implications on the contributions made to Fiji National Provident 

Fund (FNPF) by employers. 

 

The SIG is issued with the authority of the Chief Executive Officer (CEO) of FRCS.  

 

All legislative references in this SIG are to the Income Tax Act 2015 (unless otherwise stated). 

 

This SIG is in effect from 1 August 2020 to 31 July 2021.  

 

The SIG is hereinafter withdrawn following the changes to the Income Tax (Other Incentives) Regulations 2018 

and FNPF Act 2011 from the 2021-2022 National Budget through Legal Notice 63 of 2021 and Act No. 18 of 

2021 and is replaced with SIG 2021-32 effective 1st August 2021. 
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PURPOSE 
1. The purpose of this SIG is to issue a practical guidance on the tax implications in relation to the employer 

contribution as a result of amendments made to the Income Tax Act (ITA) and Income Tax Regulations in 
the COVID-19 Response Budget and the 2020-2021 National Budget. 
 

INTRODUCTION  
 
2. The statutory FNPF employer contribution has been reduced from 10% to 5% with effect from 1st April 

2020, as announced in the COVID-19 Response Budget. 
 

3. Employer contributions up to 10% in respect of an employee will be exempt and a contribution in excess 
of 10% by employers will be subject to income tax in the hands of the employee as this is treated as a cash 
benefit under section 15 of ITA 2015.  
 

4. Employers are allowed a 100% deduction for any FNPF contribution in respect of an employee under 
section 23 of the ITA 2015.   
 

5. Employers are allowed an additional 50% deduction for an employer additional contribution in excess of 
5% but not exceeding 10% to the FNPF in respect of an employee.  
 

6. Examples illustrated in this SIG demonstrate the CEO’s interpretation and application of the taxation 
implications relating to any FNPF employer contribution. 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.  
 

7. The full text of the legislative provisions is contained in the Appendix.  
 
 
LEGISLATIVE ANALYSIS  
 
8. The Regulations in relation only to FNPF employer additional contributions are deemed to have come 

into force on 1 April 2020. 
 
Exemptions on Employer contributions  
 
Part 6 – Provident and pensions and funds, and pensions 
9. There are two exemptions provided in Part 6 of the Income Tax (Exempt Income) Regulations 2016.  

The Regulations in relation only to FNPF employer additional contributions which is deemed to have come 
into force on 1 April 2020. 
 

10. Paragraph 1 provides the exemption for statutory employer contribution. The statutory employer 
contribution effective from 1 April 2020 has been reduced to 5% as per section 37 of the FNPF Act 2011.  

 
11. That is, the amount of contributions made by an employer to the FNPF in respect of an employee to the 

extent that the contributions do not exceed the statutory minimum contribution required to be made by 
the employer in respect of the employee under the FNPF Act 2011 is exempt income.  
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12. Paragraph 1A provides the exemption for the amount of additional contribution made by an employer 

to the Fiji National Provident Fund or an approved fund provided that the additional contribution does 

not exceed 10% of the total salary or wages paid to the employee by the employer for a month. 

13. In other words, paragraph 1A provides the exemption for employer contribution between 5% to 10% in 

respect of an employee.  

 
Tax Implications - employer contribution exceeding 10% of the total wages/salary of the employee 
 
14. Section 15 of the ITA 2015 provides for the definition of employment income. The FNPF contribution by 

employer in excess of 10% will be captured under section 15(1)(a) which states: 
 
“a) salary, wages or other remuneration derived by an employee in respect of employment, including 
leave pay, payment in lieu of leave, overtime pay, bonus, commission, fees, gratuity or work condition 
supplements;” 
 

15. The FNPF employer contribution in excess of 10% will be classified as other remuneration under section 

15(1)(a).  

 

16. The excess FNPF contribution will be subject to Pay As You Earn (PAYE) final withholding tax1 and 

employers are liable to deduct the tax and pay2 to FRCS accordingly.  

 

17. Note that a benefit is not a fringe benefit to the extent that it is a contribution to the FNPF3.  

 

Example 1 – Tax Year 2020 

18. Mr. X works for an accounting firm. His salary excluding excess FNPF is $60,000. His employer contributes 

5% statutory contribution and an additional 8% of the salary as excess FNPF contribution.  

 

CEO’s position: 

The total contribution to FNPF for Mr. X is 13%. Employer contribution up to 10% is exempt as discussed 

above. Therefore, the additional contribution exceeding 10% will be subject to income tax. In this 

example, the additional contribution exceeding 10% is 3%.  

 

Mr. X’s chargeable income and income tax payable on chargeable income will be as follows: 

 

Chargeable Income =           Salary                  +         Excess FNPF contribution 

                                    =          $60,000               +           (3% * $60,000)  

                                    =          $60,000               +                $1,800 

   =          $61,800 

 

Tax Payable = Income Tax applicable using Fiji Tax rates (refer Appendix 2) 

                      = $3,600 + 20% of excess over $50,000 

   = $3,600 + [20% * ($61,800 - $50,000)] 

    = $3,600  +[20% * $11,800] 

                      = $3,600  +  $2,360 

                                                             
1 Section 111 – ITA 2015 
2 Section 117 – ITA 2015 
3 Section 72(2)(a) – ITA 2015 
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                      = $5,960 

 

Assume Mr. X is paid fortnightly, tax payable per fortnight will be $229.23 that is $5,870/26. 

 

Example 2 – Tax Year 2021 onwards 

19. Mr. Y works for a regional organisation. His salary excluding excess FNPF employer contribution is 

$100,000. His employer contributes 5% statutory contribution and an additional 10% of the salary as 

excess FNPF contribution. 

 

CEO’s position: 

The total contribution to FNPF for Mr. Y is 15%. Employer contribution up to 10% is exempt as discussed 

above. Therefore, the additional contribution exceeding 10% will be subject to income tax. In this 

example, the additional contribution exceeding 10% is 5%. 

 

Therefore, Mr. Y’s chargeable income and income tax payable on chargeable income will be as follows: 

 

Chargeable Income =           Salary                  +          Excess FNPF contribution 

                                    =          $100,000             +           (5% * $100,000) 

                                    =          $100,000             +                  $5,000 

   =          $105,000 

 

Tax Payable = Income Tax applicable using Fiji Tax rates (refer Appendix 2) 

                      = $3,600 + 20% of excess over $50,000 

   = $3,600 + [20% * ($105,000 - $50,000)] 

   = $3,600 +[20% * $55,000] 

                      = $3,600  +  $11,000 

                      = $14,600  

 

Assume Mr. Y is paid fortnightly, the tax payable per fortnight will be $561.54 that is $14,600/26.  

 

Deduction for employer contribution 
20. Section 23 provides for the deduction of employer contributions made to FNPF or any other approved 

fund. 

 

21. Section 23(1) states that an employer is allowed a deduction for the amount of a contribution paid by the 

employer in a tax year to the Fiji National Provident Fund or an approved fund. The deduction will be 

allowed subject to section 23(2). 

 

The deduction under section 23(1) does not include an amount of salary or wages that is being contributed 

by an employee from his or her salary or wages.  

 

22. Section 23(2) has been amended in the 2020-2021 National Budget. The word statutory has been 

removed.  

 

23. Prior to 1 August 2020, the deduction under section 23(2) was only limited to the statutory employer 

contribution made to FNPF or any other approved fund. 
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24. Effective from 1 April 2020, employers will be allowed a 100% deduction is for any amount of employer 

contribution made to FNPF or any other fund. It is not limited to the statutory contribution.  

 

25. In other words, section 23(2) provides that the total amount allowed as a deduction under section 23(1) 

for a tax year as employer contribution to the Fiji National Provident Fund and an approved fund is 100% 

of the employer contribution paid in respect of the employee for the tax year.  

 
Deduction for employer contribution exceeding 5% but not exceeding 10% 
26. There is a new amendment to the Income Tax (Other Incentives) Regulation 2018 in the 2020-2021 

National Budget in regards to the deduction for additional employer FNPF contribution.   

 

27. A new regulation 8 has been added which provides for a 50% deduction for an employer additional 

contribution to the Fiji National Provident Fund in respect of an employee provided that the additional 

contribution does not exceed 10% of the total salary or wages paid to the employee by the employer. 

 

28. Therefore, additional contribution for the purpose of this incentive is employer FNPF contribution 

exceeding 5% but not exceeding 10%. 

 

29. This deduction is limited to additional contributions made to FNPF only.  

 

Example 3 – Comprehensive Example 

30. Mrs. Z works for a regional organisation. Her salary excluding excess FNPF employer contribution is 

$120,000. Her employer contributes 5% statutory contribution and an additional 7% of the salary as 

excess FNPF contribution. 

 

Determine the following: 

(i) The amount of exempt FNPF 

(ii) The amount of FNPF contribution taxable 

(iii) The chargeable income and the total tax payable  

(iv) The amount of deduction for employer FNPF contribution 

 

CEO’s position: 

(i) The total employer contribution to FNPF for Mrs. Z is 12%. Employer contribution up to 10% is 

exempt as discussed above. That is, employer statutory contribution of 5% is exempt under 

paragraph 1 and additional contribution of up to 10% is exempt under paragraph 1A of Part 6 of the 

Income Tax (Exempt Income) Regulations 2016. 

Statutory contribution = 5% x $120,000  

                                         = $6,000 

 

Additional Contribution = 5% x $120,000  

             up to 10%            = $6,000 

 

(ii) The additional contribution exceeding 10% will be subject to income tax. In this example, the 

additional contribution exceeding 10% is 2%.  

 

Additional contribution taxable = (12% - 10%) x $120,000 

                                                         =  2%  x $120,000 
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                                                         = $2,400 

 

(iii) Mrs Z’s chargeable income and income tax payable on chargeable income will be as follows:  

 

Chargeable Income =           Salary                  +          Excess FNPF contribution 

                                    =          $120,000             +                  $2,400 

                                    =          $122,400 

 

Tax Payable = Income Tax applicable using Fiji Tax rates (refer Appendix 2) 

                      = $3,600 + 20% of excess over $50,000 

         = $3,600 + [20% * ($122,400 - $50,000)] 

        = $3,600 +[20% * $72,400] 

                      = $3,600  +  $14,480 

                      = $18,080  

 

(iv) The amount of deduction for employer FNPF contribution is as follows: 

 

100% Deduction for employer contribution 

= 100% x (12% x $120,000) 

= 100% x $14,440 

= $14,440 

 

50% Deduction for employer contribution exceeding 5% but not exceeding 10% 

              = 50% x (5% x $120,000) 

 = 50% x $6,000 

 = $3,000 

  

Total deduction = $14,440 + $3,000 

                             = $17,440  

 

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

 
 
 
 
 
 
 
 
 
 
 

 
 

 

mailto:tipu@frcs.org.fj
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APPENDIX  
 

INCOME TAX ACT 2015 
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INCOME TAX (EXEMPT INCOME) REGULATIONS 2016 
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INCOME TAX (OTHER INCENTIVES) REGULATION 2018 

 

 

 
 

APPENDIX 2: TAX RATES 
 
INCOME TAX (RATES AND LEVIES) REGULATION 2016 

  
“Resident Individuals” 

 

Chargeable Income 
$ 

Income Tax  
$ 

Social Responsibility Tax  
 

  (Exclusive of ECAL) (ECAL) 
0 – 30,000 Nil Nil Nil 

30,000 – 50,000 18% of excess over $30,000 Nil Nil 
50,000 – 270,000 $3,600 + 20% of excess over 

$50,000 
Nil Nil 

270,000 – 300,000 $47,600 + 20% of excess over 
$270,000 

13% of excess over 
270,000 

5% of excess over 
270,000 

300,000 – 350,000 $53,600 + 20% of excess over 
$300,000 

3,900 + 14% of 
excess over 300,000 

1,500 + 5% of excess 
over 300,000 

350,000 – 400,000 $63,600 + 20% of excess over 
$350,000 

10,900 + 15% of 
excess over 350,000 

4,000 + 5% of excess 
over 350,000 

400,000 – 450, 000 $73,600 + 20% of excess over 
$400,000 

18,400 + 16% of 
excess over 400,000 

6,500 + 5% of excess 
over 400,000 

450,000 – 500,000 $83,600 + 20% of excess over 
$450,000 

26,400 + 17% of 
excess over 450,000 

9,000 + 5% of excess 
over 450,000 

500,000 – 1,000,000 $93,600 + 20% of excess over 
$500,000 

34,900 + 18% of 
excess over 500,000 

11,500 + 5% of 
excess over 500,000 

1,000,000 + $193,600 + 20% of excess over 
$1,000,000 

124,900 + 19% of 
excess over 
1,000,000 

36,500 + 5% of 
excess over 
1,000,000 
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“Non-resident Individuals” 

 

Chargeable Income 
$ 

Income Tax  
$ 

Social Responsibility Tax  
$ 

(Exclusive of ECAL) (ECAL) 

0 – 30,000 20% of excess over $0 Nil Nil 
30,000 – 50,000 $6,000 + 20% of excess over 

30,000 
Nil Nil 

50,000 – 270,000 $10,000 + 20% of excess over 
50,000 

Nil Nil 

270,000 – 300,000 $54,000 + 20% of excess over 
270,000 

13% of excess over 
270,000 

5% of excess over 
270,000 

300,000– 350,000 $60,000 + 20% of excess over 
300,000 

3,900 + 14% of 
excess over 300,000 

1,500 + 5% of excess 
over 300,000 

350,000 – 400,000 $70,000 + 20% of excess over 
350,000 

10,900 + 15% of 
excess over 350,000 

4,000 + 5% of excess 
over 350,000 

400,000 – 450, 000 $80,000 + 20% of excess over 
400,000 

18,400 + 16% of 
excess over 400,000 

6,500 + 5% of excess 
over 400,000 

450,000 – 500,000 $90,000 + 20% of excess over 
450,000 

26,400 + 17% of 
excess over 450,000 

9,000 + 5% of excess 
over 450,000 

500,000 – 1,000,000 $100,000 + 20% of excess over 
500,000 

34,900 + 18% of 
excess over 500,000 

11,500 + 5% of 
excess over 500,000 

1,000,000 + 
$200,000 + 20% of excess over 
1,000,000 

124,900 + 19% of 
excess over 
1,000,000 

36,500 + 5% of 
excess over 
1,000,000” 

 

 


