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STANDARD INTERPRETATION GUIDELINE 2021-09 
 

INCOME TAX ACT 2015 – SECTION 21 – ADJUSTMENT OF ALLOWABLE DEDUCTIONS 

FOR PRIVATE USE OF ACCOMMODATION BY ACCOMMODATION PROVIDERS 

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

operational practice in relation to the required adjustments to allowable deductions under section 21 of the 

Income Tax Act 2015 for the private use of accommodation such as hotels, villas or rental property by their 

owners.  

 

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 3rd September 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 issue practical guidance on the required 

adjustments to allowable deductions under section 21 of the Income Tax Act 2015 for the private use 

of accommodation such as hotels, villas or rental property by their owners. 

  

2. The SIG is needed to ensure consistency in the taxing treatment of deductions claimed by taxpayers (as 

accommodation providers) for the use of the accommodation that otherwise forms part of the 

taxpayer’s business. 

 

3. The SIG provides the mechanism under which affected taxpayers would be able to adjust expenses 

claimed as deductions  

 

INTRODUCTION 

4. Accommodation providers generally use their premises to generate income which is assessable for 

income tax purposes.  

 

This may include income from the supply of commercial accommodation such as in a hotel, resort or 

villa like accommodation, or through residential accommodation where accommodation is provided in 

a residential dwelling by way of hire.  

  

5. Furthermore, the accommodation providers claim deductions for any expense wholly and exclusively 

incurred for the purpose of the provision of accommodation. 

 

6. Expenses which are personal and capital in nature are not allowable for taxation purposes when 

determining a taxpayer’s chargeable income. Similarly, deductions should not be claimed by 

accommodation providers where accommodation in the premise is used for private or domestic use.  

 

7. It may be difficult for accommodation providers to adjust for expenses which are generally annualized 

such as depreciation. This SIG provides a mechanism under which affected taxpayers would be able to 

adjust expenses claimed as deductions  

  

8. 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. 

 

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

LEGISLATIVE ANALYSIS 

10. The Income Tax Act 2015 provides that a person is allowed a deduction for a tax year for an expenditure 

or loss incurred by the person during the tax year in deriving income included in gross income.1 

                                                      
1 Section 21(1)(a) of the ITA 2015 
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11. On the other hand, the Act also provides that deductions relating to an expenditure or loss incurred 

which is domestic or private in nature are not allowed as an allowable deduction for income tax 

purposes2.  

 

12. Where an accommodation provider has used the premises for their private or domestic use, an 

adjustment is needed in the deductions claimed under section 21(1)(a) of the Income Tax Act 2015. 

 

The Formula 

13. The adjustment is made by calculating the average deduction per day as claimed under section 21 of 

the Income Tax Act 2015. The average is then multiplied by the days the premises was used for private 

or domestic use and the resulting sum is applied as an adjustment of the deductions claimed.  

 

Total deductions under section 21 of ITA 2015 ×
Days used for private purposes

Number of Days in the Year
= Adjustmen𝑡 

 

14. Note that the adjustment is limited to deductions claimed under section 21 of the Income Tax Act 2015 

only and does not include deductions available under charitable donations3,industry incentives4 and 

other incentives5 as these incentives do not relate to the operation of the business. 

  

15. For example, Anthony, a villa owner leases or rents out his villa on a commercial basis. Anthony’s 

financial position at the end of the fiscal year reflected the following: 

 

Income 

Rental Income:     $60,000 

Less: Deductions 

Repairs and Maintenance   $6,000 

Depreciation on building    $3,500 

Utilities     $1,000 

Rates      $500 

Management and Marketing fees  $6,000 

Donation to Disaster Rehabilitation Fund $5,000 

Total Deductions     $22,000 

Chargeable Income     $38,000  

  

 

Anthony has stayed in the villa for 15 days in the year. Anthony would be required to make the following 

adjustment to his deductions: 

 

$17,000 ×
15 𝑑𝑎𝑦𝑠

365 𝑑𝑎𝑦𝑠
 = $698.63 

                                                      
2 Section 22(1)(a) of the ITA 2015 
3 Deductions available under section 24 of the ITA 2015 
4 Deductions available under section 25 of the ITA 2015 
5 Deductions available under section 25A of the ITA 2015 
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Note that the deduction for donation for disaster rehabilitation fund would not be included in the 
adjustment sum, as the same does not relate to the operation of the business and is not available 
under section 21 of the ITA 2015 but under section 24 of the ITA 2015. 

Consequently, the deductions claimed by Anthony would reduce by $698.63, thus increasing the 
chargeable income to $38,698.63. 

16. In the event, that an accommodation provider owns several accommodation units (such as a villa), the 

adjustment would be applicable and limited to the villa that was used for domestic or private use only. 

Expenses which cannot be identifiably attributed to a particular premise would be apportioned to each 

villa. 

  

17. For example, Samantha owns three villas which she has put into a pool of villas to be managed and 

operated by a management company. Samantha receives her income based on a net-off basis where 

the management company distributes income to Samantha after paying the expenses which relate to 

the upkeep of the villas. The financial records of Samantha indicate the following: 

Total Rental Income:       $80,000 
Less Deductions: 
Depreciation 

Villa One     $6,000 
Villa Two     $8,500 
Villa Three     $7,500 

Management Fees     $15,000 
 Total Deductions       37,000  

 

Chargeable Income       $43,000 

Samatha is permitted to stay 15 days in each villa she has put into the pool. She stays 12 days 
in villa one, 9 days in villa two and she doesn’t utilise her private days in villa three. The 
adjustments would be based on each villa as follows: 

Management Fees would first be apportioned for each villa. That is, the $15,000 would be 
apportioned as $5000 for each villa. 

Villa One Adjustment: 

$6000 + $5000 ×
12 𝑑𝑎𝑦𝑠

365 𝑑𝑎𝑦𝑠
 = $361.64 

Villa Two Adjustment 

$8500 + $5000 ×
9 𝑑𝑎𝑦𝑠

365 𝑑𝑎𝑦𝑠
 = $332.88 

There will not be any adjustment to Villa Three as the villa was not used for private purposes. 

Total adjustment to Chargeable Income: $694.52 
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18. Moreover, any payments made by the accommodation provider to the management company would 

be used to offset the adjustment amount.  

 

For the example above, if Samantha paid a sum to the management company during her stay at the 

villa, that sum will be offset from the adjustment. That is, if Samantha paid $10 a day to the management 

company and she stayed for 21 days, the adjustment of $694.52 would reduce by $210 ($10 X 21 = $210) 

to a final adjustment sum of $484.52.  

 

19. No further adjustment would be needed in the event that an accommodation provider utilizes the 

premises for private purposes in excess of the maximum days allocated for the same, provided that the 

accommodation provides pays market rates (arm’s length price) for the use of the premises for the days 

in excess.  

  

Depreciation 

20. Section 31 of the Income Tax Act 2015 provides rules for claiming depreciation proportionately to the 

days the depreciable asset is used to derive gross income.   

  

21. The rules provide that 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 (including private use), the amount of the 

depreciation deduction allowed for the year is the fair proportional part of the depreciation that would 

be allowed if the asset were wholly used to derive income included in gross income.6 

  

22. If the necessary adjustments for depreciation has been made according to section 31 of the Act, no 

further adjustment is necessary as per the formula above (paragraph 13). 

 

Residential Rental Income 
23. The apportionment rules also apply to residential properties which are used to derive rental income 

where the property has been used for private or domestic purposes for part of a tax year.  

  

24. The apportionment rule will apply in the following scenarios: 

 

a. Where part of the property is rented out and part of the property is used for private purposes; and 

b. Where the property is occupied by the landlord for part of the tax year and the property is rented 

out to the public for the other part of the tax year. 

  

However, the manner in which the apportionment rule that is applied will differ based on the scenarios. 

Property is used for private purposes for part of the year  

25. Where the premise is used for private purposes for part of a year and is used to derive rental income 

for the other part, the formula as stated in paragraph 13 would apply. 

 

                                                      
6 Section 31(5) of the ITA 2015 
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Part of Property Is for Private Use and Other Part to Derive Rental Income  

26. Where part of the property is used for private purposes and the other is used to derive rental income 

(or any other income for that matter), the apportionment would generally be based on the surface area, 

such as square footage.  

  

27. The surface area apportionment would be based on the following formula: 

 
Surface area used to derive rental income

Total Surface Area of Premises
 × Deduction = Available Deduction 

  

28. While the above formula is the starting point, and would apply without adjustment for deductions such 

as depreciation and rates, some adjustment may be necessary for expenses such as utilities, provided 

the accommodation provider is able to substantiate the adjustment.  

 

For instances, where the accommodation provider is able to substantiate that more expenses are 

incurred by the portion of the premise used to derive rental income. 

 

For such cases, the CEO will use his or her discretion in determining the allowable deductions. 

  

29. For example, Mr. Seru owns a property which consists of three flats. He occupies the first flat with his 

family, while the other two flats were rented out to members of the public during the year (bills 

exclusive). Each flat comprises of surface area of 120m2. Mr. Seru’s financial records which relate to the 

entire premises is reflected below: 

Rental Income    $36,000 
Deductions: 
Depreciation   $5,000 
Rates    $500 
Utilities – Water  $450 
Utilities – Electricity  $2,500 
Repairs and Maintenance $3,000 
Total Deductions   $11,450 

Chargeable Income    $24,550   

As part of the property is being used for private or domestic purposes, Mr. Seru would need to adjust 

the deductions using the formula. Which is, 

 

(120m2 + 120m2)

360m2
 × $11,450 = Available Deduction 

  
240m2

360m2  × $11,450 =$7,633.33 

 

Therefore, Mr. Seru would only be able to claim deductions of $7,633.33 as $3,816.67 relates to 

expenses incurred for private or domestic purposes. 

 

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

mailto:tipu@frcs.org.fj


7 | P a g e    [Back to Content Page] 
   

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

 

APPENDIX: LEGISLATION 
 

Income Tax Act 2015 
 
[Section 21] Allowable Deductions 
 
(1) Subject to this Act, a person is allowed a 
deduction for a tax year for— 

a) an expenditure or loss on revenue 

account to the extent incurred by the 

person during the tax year in deriving 

income included in gross income; 

 

b) the total amount of depreciation of the 

person’s depreciable assets for the tax 

year as determined under section 31; 

 
[Section 22] Deduction not Allowed 
 
(1) Except as provided in this Act, no deduction 
is allowed for the following— 

a) an expenditure or loss to the extent to 

which it is of a domestic or private 

nature; 

b) an expenditure or loss incurred by an 

employee in deriving employment 

income; 

c) an expenditure or loss that is taken into 

account in computing a net gain included 

in business income under section 

17(1)(c) or property income under 

section 18(1)(b), or a net loss allowed as 

a deduction under section 21(1)(e); 

d) an expenditure or loss of a capital nature 

except as provided under this Act; 

e) a dividend or other distribution of 

profits, an amount of capital withdrawn, 

or a sum employed or intended to be 

employed as capital; 

f) an amount carried to a reserve fund, a 

provision for expected expenditures or 

losses, or an amount capitalised in any 

way; 

g) an expenditure or loss to the extent 

recoverable or recovered under a 

contract of insurance, guarantee, surety 

or indemnity; 

h) Income Tax, Social Responsibility Tax or 

Capital Gains Tax payable in Fiji or 

elsewhere, including any penalty, 

additional tax, or interest payable in 

respect of Income Tax, Social 

Responsibility Tax, Capital Gains Tax or 

Fringe Benefits Tax due; 

i) a fine or penalty imposed for violation of 

any law, or a rule or regulation made 

under a law; 

j) a contribution made to a non-approved 

fund; 

k) subject to subsection (3), an inducement 

paid or provided by a person to a public 

officer, including a foreign public officer, 

if the inducement is intended to 

influence the public officer to act or to 

fail to act, in his or her official capacity in 

order to— 

i. obtain or retain business for the 

person or an associate; or 

ii. obtain an improper advantage for 

the person or an associate in the 

conduct of business. 

[Section 31] Depreciation of Depreciable 
Assets 
 
(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. 
 
(5) If a depreciable asset is used by a person in 
a tax year partly to derive income included in 
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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. 

 
 
For the full legislation please refer to our website or click the link below: 
https://www.frcs.org.fj/our-services/taxation/taxation-laws-and-regulations/  
 

https://www.frcs.org.fj/our-services/taxation/taxation-laws-and-regulations/

