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STANDARD INTERPRETATION GUIDELINE 2021-21 
 

VALUE ADDED TAX 1991 – BUDGET AMENDMENTS 2021-2022  

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

operational practice in relation to the Budget Amendments 2021-2022 for the Value Added Tax (“VAT”) legislation. 

 

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

 

All legislative references in this SIG are to the Act No. 15 of 2021, VAT Act 1991 and subsidiary legislations (unless 

otherwise stated). 

 

This SIG is in effect from 1 August 2021 and may need to be reviewed in the event of any relevant legislative 

amendments. 
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PURPOSE 

 

1. This SIG is aimed at providing the CEO’s interpretation and application of the legislative amendments which 

relate to the VAT legislation as a result of the 2021-2022 budget amendments. 

  

2. It also provides clarity on how the amendment of the VAT laws will have an impact on current practice. 

 

INTRODUCTION  

   

3. Labelled as a budget that maintains financial prudence and socio-economic stability, the Attorney General, 

Mr. Aiyaz Sayed-Khaiyum, in his 2021-2022 National Budget Address which was announced on the 16th of 

July 2021, addressed some key highlights which led to amendments in the VAT law as well as certain business 

processes.    

 

4. The key highlights which led to the VAT (Budget Amendment) Act 2021 changes include the amendments to 

the following provisions:  

 

a. Section 3 – Meaning of the term “supply”; 

b. Schedule 1 (Paragraph 1(b)(iv)) – Exempt Supplies;  

c. Section 8 – Disclosure of Information;  

d. Section 14 – Imposition of tax on imports; and   

e. Schedule 2 (Paragraph 27) – Zero Rated Supplies. 

 

5. In addition to the above legislative amendments, there are also other structural changes in the current VAT 

regime for ease of doing business for Gold Card taxpayers as well as tax deductions to benefit those who 

voluntarily implement the VAT Monitoring System (“VMS”) effective from 1 August 2021.   

  

6. In addition, the examples used in 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 particular 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 

 

VAT (Budget Amendment) Act 2021 

 

8. The following section of the SIG will discuss the 2021-2022 VAT budget changes in accordance with the VAT 

(Budget Amendment) Act 20211 effective from 1st August 2021.  

 

                                                      
1 Act No. 15 of 2021 
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a) Section 3 – Meaning of the term “supply”  

 

9. Generally, section 3(8) of the VAT Act 1991 provides that a payment is deemed to be “consideration” received 

for a supply of services by the registered person if: -  

a. the registered person receives a payment under contract of insurance; and  

b. the payment relates to a loss incurred in the course or furtherance of the registered person’s 

taxable activity.  

 

Pre-Budget  

 

10. Prior to the Budget Amendment 2021-2022, there is only one exclusion from the scope of “supply” under 

section 3(8) of the VAT Act 1991 which was payments received under the Accident Compensation Act 2017 

and is considered to be an exempt supply2. 

  

Budget Change  

 

11. The amendment captures an addition to the exclusion from the scope of “supply” under section 3(8) of the 

VAT Act 1991.  

 

As a result of this amendment, the VAT exemption scope is widened to include indemnity payouts of 

parametric insurance as well.   

 

Parametric Insurance      

 

12. Simply, parametric insurance is a climate disaster risk insurance instrument or product that aims to improve 

the financial preparedness of Pacific households, small businesses, cooperatives and other organizations 

(Bower and Chanel, 2021)3.  

 

13. The parametric insurance product provides immediate cash liquidity post disasters to beneficiaries which can 

be processed within seven (7) days after a disaster occurs.4   

 

Furthermore, the Pacific Insurance and Climate Adaptation Programme (PICAP) is partnering with Fijian 

private insurance companies, digital service providers and intermediaries in developing index-based micro-

insurance products targeting at farmers, fishers, small businesses, market vendors and other vulnerable 

products and launch its first ever scheme in the Pacific Region (Bower and Chanel, 2021)5.   

     

Example 1 - VAT Implication on Parametric Insurance Indemnity Pay-out 

 

Mr. Jay undertook a parametric insurance on 1st August 2021 to insure his farming business against natural 

disasters.  On 15th August 2021, Mr. Jay incurred $50,000 in losses due to a tropical cyclone. As a result of the 

damages, he received an insurance indemnity payout of $60,000 from PICAP to assist him.  

Are there any VAT implications on this indemnity payout?  

                                                      
2 Paragraph 1(b) – Schedule 1 of VAT Act 1991 
3 V.Bower, S. Chanel 2021, UNCDF, viewed 27 July 2021, < https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-
first-ever-parametric-insurance-scheme> 
4 V.Bower, S. Chanel 2021, UNCDF, viewed 27 July 2021, < https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-
first-ever-parametric-insurance-scheme>  
5 V.Bower, S. Chanel 2021, UNCDF, viewed 27 July 2021, < https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-
first-ever-parametric-insurance-scheme> 

https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-first-ever-parametric-insurance-scheme
https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-first-ever-parametric-insurance-scheme
https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-first-ever-parametric-insurance-scheme
https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-first-ever-parametric-insurance-scheme
https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-first-ever-parametric-insurance-scheme
https://www.uncdf.org/article/6741/its-a-game-changer-partners-await-launch-of-pacific-regions-first-ever-parametric-insurance-scheme
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CEO’s position  

 

The “indemnity payout” in relation to a parametric insurance is not deemed to be a “consideration” for the 

supply of the assets or damages incurred by Mr. Jay. Therefore, the indemnity payout of $60,000 is exempted 

from VAT.  

 

b) Schedule 1 – Exempt Supplies  

 

14. As a consequential amendment to section 3(8) of the VAT Act 1991, the same changes are aligned to the 

Schedule 1 to the Act.    

 

Therefore, as a result, the exemption net is widened to include indemnity payouts of parametric insurance 

as well under Schedule 1 of the VAT Act 1991.  

      

c) Section 8 – Disclosure of Information  

 

15. Section 8 provides the basis for the scope of disclosure of information by the CEO of FRCS.    

 

Pre-Budget 

 

16. Prior to the Budget Amendment 2021-2022, section 8(6) only empowered the CEO to publish names and 

addresses of persons who fail to lodge a return by notice in the Gazette or any daily newspaper published 

and circulated in Fiji.   

 

Budget Change 

 

17. As a result of the Budget Amendment 2021-2022, section 8 of the VAT Act 1991 is amended by including a 

new subsection which allows the CEO to publicly disclose the VAT registration status of any registered person. 

 

Post-Budget 

 

18. Therefore, the rationale for the above legislative change is to assist taxpayers in making informed decisions 

when they are acquiring goods or services, especially whether the supplier they are acquiring goods or 

services from is registered or not for VAT purposes.  

 

19. The following examples are some scenarios to discuss practical issues that may arise and the options that 

may be available to taxpayer when faced with such issues.  

 

Example 2 – Acquisition from a “non-registered person” who claims to be a “registered person”   

 

Mr. Kay acquired $10,000 worth of supplies from XCo on VAT Inclusive Price (VIP). XCo also issued a tax 

invoice to Mr. Kay; however, from the information disclosed by FRCS, Mr. Kay did not find XCo on the same 

listing. Upon inquiring with FRCS, Mr. Kay receives confirmation that XCo is not registered for VAT.  

 

i. What options are available to Mr. Kay?  

ii. Can Mr. Kay claim VAT input in relation to acquisition costs from XCo?  
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CEO’s position  

 

i. Mr. Kay can report the matter to FRCS where XCo can be investigated under section 58B of the Tax 

Administration Act 2009, where XCo commits an offence for charging tax where no tax is payable. 

ii. XCo is not a registered person for VAT purposes, therefore Mr. Kay cannot claim input tax on the 

$10,000 worth of supplies acquired from XCo.    

 

d) Section 14 – Imposition of Tax on Imports   

 

20. Section 14 of the VAT Act 1991, in general, provides the basis for the imposition of VAT on importation of 

goods into Fiji by reference to the value of the goods.  

 

Section 14(4A) on the other hand, provides the basis for exemption from the imposition of VAT on 

importation of goods.   

 

Pre-Budget  

 

21. Prior to the Budget Amendment 2021-2022, section 14(4A) of the VAT Act 1991 exempts the imposition of 

VAT on imported goods which qualify under a given listing of different concession codes of the Customs Tariff 

Act 1986.    

 

Budget Change 

 

22. As a result of the Budget Amendment 2021-2022, section 14(4A) of the VAT Act 1991 is amended to include 

new Concession Code Numbers as per the Customs Tariff Act 1986.  

 

Post-budget  

 

23. The amendment is to increase the exemption from VAT scope on the “Imposition of VAT on Imports” 

provision to include the two additional Concession Codes.     

 

 

e) Schedule 2 – Zero-Rated Supplies  

 

24. In general, Paragraph 27 of Schedule 2 of the VAT Act 1991 provides the basis for zero-rating of the supply 

of transport services in Fiji.   

 

Pre-Budget 

 

25. Prior to the Budget Amendment 2021-2022, Paragraph 27 of Schedule 2 of the VAT Act 1991 defined 

“omnibus” as follows: -  

omnibus 
means any motor vehicle equipped for the conveyance of not less than 12 persons 

excluding the driver within the meaning of the Land Transport Act 1998;    
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Budget Change 

 

26. Following the Budget Amendment 2021-2022, the above definition of “omnibus” under paragraph 27 of 

Schedule 2 of the VAT Act 1991 has been deleted and substituted with the definition under the Land 

Transport Act 1998 as follows: -   
 “……...an omnibus which, for the purpose of this Act, is a motor vehicle equipped for 

the conveyance of not less than 16 persons excluding the driver and constructed so that 

the driver and passengers are located in the same structural compartment……” 

 

Post-Budget 

 

27. The rationale for the change is to align the definition of “omnibus” used in the VAT Act 1991 to the definition 

as provided for under the Land Transport Act 1998.  

 

Other Changes  

 

28. As captured from the Minister’s budget address, there will also be structural changes in the current VAT 

regime which would require a change in business processes.  

 

29. In terms of the deferral of the payment of VAT Import, the implementation will be in phases and the roll-out 

will first be applicable to Gold Card only before it is later extended to other compliant taxpayers.   

 

Deferral of payment of VAT Import 

   

30. To ease pressure on businesses, government announced that the payment of VAT at the point of any 

importation by Gold card taxpayers will be deferred for two (2) months.  

 

31. It is important to note that the 2 months’ deferral timeline shall apply from the date of import effective from 

17th July 2021 (the midnight following the 2021-2022 budget announcement). 

 

32. For more information, you may refer to the following link: https://www.frcs.org.fj/wp-

content/uploads/2021/07/Public-Notice-Import-VAT-Deferred-Payment-and-Facilitation-of-Commercial-

Consignments-for-Gold-Card-Taxpayers.pdf   

 

 

Tax Deduction for voluntary implementation of the VMS 

 

33. Another incentive captured from the Minister’s budget address is the tax deduction allowed for the costs of 

early implementation of the VAT Monitoring System(VMS) following the deferral of the implementation till 

1 January 2024.  

 

34. To incentivise the early implementation of VMS, a 300% tax deduction is allowed on the implementation 

costs of the VMS with effect from 1 August 2021.  

 

 

 

 

 

https://www.frcs.org.fj/wp-content/uploads/2021/07/Public-Notice-Import-VAT-Deferred-Payment-and-Facilitation-of-Commercial-Consignments-for-Gold-Card-Taxpayers.pdf
https://www.frcs.org.fj/wp-content/uploads/2021/07/Public-Notice-Import-VAT-Deferred-Payment-and-Facilitation-of-Commercial-Consignments-for-Gold-Card-Taxpayers.pdf
https://www.frcs.org.fj/wp-content/uploads/2021/07/Public-Notice-Import-VAT-Deferred-Payment-and-Facilitation-of-Commercial-Consignments-for-Gold-Card-Taxpayers.pdf
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Example 3 – Tax Deduction for voluntary implementation of VMS 

   

ZCo is encouraged to implement the VMS in order to enjoy a 300% tax deduction on the implementation 

costs after hearing the 2021-2022 National Budget address. Suppose ZCo incurred a total cost of $3000 to 

implement VMS. How much can ZCo claim as a tax deduction?  

 

CEO’s position        

 

ZCo is allowed to claim 300% tax deduction on the implementation cost. This is computed as follows:  

300% x $3000 = $9,000 

 

Therefore, ZCo can claim a tax deduction of $9,000 in relation to the implementation cost of VMS for VAT 

purposes.  

 

35. 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 One – Legislation   
 
AN ACT 
 
ACT NO. 15 OF 2021 
 
FOR AN ACT TO AMEND THE VALUE ADDED TAX ACT 1991 
ENACTED by the Parliament of the Republic of Fiji—  
 
Short title and commencement  
 
1.— (1) This Act may be cited as the Value Added Tax 
(Budget Amendment) Act 2021.  
(2) This Act comes into force on 1 August 2021.  
(3) In this Act, the Value Added Tax Act 1991 is referred to 
as the “Principal Act”.  
 
Section 3 amended 
  
2. Section 3(8) of the Principal Act is amended by deleting 
the proviso and substituting the following— “provided that 
this subsection shall not apply in respect of any payment 
received as compensation—  
 
(i) under the Accident Compensation Act 2017 pursuant to 
a contract of insurance where the supply of that contract 
of insurance was—  
(A) exempted;  
(B) zero rated; or 
(C) in respect of an entitlement for loss of earnings within 
the meaning of the Workmen’s Compensation Act 1964 or 
accidental personal injury or damages;  
 
(ii) pursuant to a contract of parametric insurance.”.  
 
 
Section 8 amended  
3. Section 8 of the Principal Act is amended by inserting the 
following new subsection—  
“(1) Nothing shall prohibit the Chief
 Executive Officer from disclosing
 the registration status of any person.”.  
 
 
Section 14 amended  
4. Section 14(4A) (a) of the Principal Act is amended by—  
(a) after “(tourists)”, deleting “and” and substituting “,”; 
and  
(b) after “individuals)”, inserting “, 218A (crew allowance) 
and 219A (passenger’s unaccompanied luggage)”.  
 
Schedule 1 amended  
5. Schedule 1 to the Principal Act is amended in paragraph 
1 by—  
(a) in subparagraph (b)(iv) after “;”, deleting “or”;  
 

 
 
 
 
 
 
 
 
 
 
 
(b) in subparagraph (b)(v), deleting “,” and substituting “; 
or”; and  
(c) after subparagraph (b)(v), inserting the following— “(vi) 
parametric insurance,”.  
 
Schedule 2 amended 
  
6. Schedule 2 to the Principal 
 Act is amended in
 paragraph 27 by deleting the
 definition of “omnibus” and substituting 
the following—  
 
““omnibus” has the meaning given in section 2 of the Land 
Transport Act 1998; and 

 


