
 
 

 

 

STANDARD INTERPRETATION GUIDELINE 2021-39 

INCOME TAX ACT 2015 –FRINGE BENEFIT TAX ON DEBT WAIVER FRINGE BENEFIT - SECTION 73 

& DISCOUNTED INTEREST LOAN FRINGE BENEFIT - SECTION 76 

This Standard Interpretation Guideline (“SIG”) sets out Fiji Revenue and Customs Services’ (“FRCS”) 

policy and operational practice in relation to fringe benefit tax treatment on debt waived and 

discounted interest loan under Income Tax Act 2015. 

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

Legislative reference in this SIG is the Income Tax Act 2015 (ITA), unless otherwise stated. 

This SIG is in effect from 7th January 2022 and may need to be reviewed in the event of any relevant 

legislative amendments.  
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PURPOSE 

1. The purpose of this SIG is to provide a practical guidance on CEO’s interpretation on fringe 

benefit tax treatment in relation to debt waiver fringe benefit and discounted interest loan 

fringe benefit. 

 

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”.  

 

4. “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). 

 

5. Fringe benefits are not subject to employment income tax1, but subject to Fringe Benefits Tax 

(FBT) payable by the employers. 

 

6. A fringe benefit is a 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. 

 

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 debt waiver fringe benefit (Section 73) and discounted interest loan fringe 

benefit (section 76), both of which are taxable fringe benefits.  

 

9. Fringe benefit tax applies on the value of taxable fringe benefits received by an employee, on 

which an employer is required to pay the tax4. 

 

10. Fringe Benefits Tax (FBT) is levied at the rate of 20% on the fringe benefit taxable amount of 

the employer for each quarter who has a taxable amount for that quarter.5 

 

11. 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.  

 

12. Even if an employee’s income is below the taxable threshold or exempt, FBT will be payable 

by the employer. 

 

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

 

                                                           
1 Exceptions under Section 70(3) of ITA 
2 Section 72(1) of ITA 
3 Section 71(1) of ITA 
4 Section 70 of ITA 
5 Section 69 of ITA – imposition of fringe benefits tax & Income Tax (Rates of Tax and Levies) Regulations 2016. 
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14. Employer means a person who engages or remunerates an employee6. Person is defined in 

section 2 to mean an individual, company, partnership, trust, government, political 

subdivision of a government, or international organisation. 

 

15. 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. 

 

16. Employee means an individual engaged in ‘employment’ defined under Section 2 of ITA to 

include: 

“ a) a directorship or other office in the management of a company;  
b) a position entitling the holder to a fixed or ascertainable remuneration; or 
c)the holding or acting in any public office;” 

 

17. A benefit is treated as provided by an employer to an employee if7—  

 

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 employee.  

 

18. Section 73 of ITA identifies a debt waiver fringe benefit as– 

 

a. an amount that is due to be paid or repaid by the employee to its employer; 

b. where that amount is an obligation of the employee in his/her personal capacity; 

c. where the employer waives off payment or repayment of that amount; and 

d. such waiving off results in a personal or private benefit to the employee. 

 

19. Section 76 of ITA identifies a discounted interest loan fringe benefit as – 

 

a. provision of loan by an employer to its employee;  

b. where such loan is given to the employee at a discounted interest rate. 

 

20. For the purposes of this SIG, the word ‘provide’ defined under Section 2 of ITA as below 

requires discussion- 

‘provide’ - in relation to a fringe benefit, includes allow, confer, give, grant, transfer or perform; 

 
21. The term “provide” is defined inclusively so that it otherwise has its ordinary meaning, namely 

to make available for use or supply.  
 

22. 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.  

 

                                                           
6 Section 2 of ITA 
7 Section 72(5) of ITA 
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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 

Debt Waiver Fringe Benefit8 

23. Section 73 provides for the determination and valuation of a debt waiver fringe benefit.  

 

24. A debt waiver fringe benefit arises when an employer waives off the obligation of an employee 

to pay or repay an amount owed to the employer. Such debts are normally waived for reasons 

related to the employment relationship9. 

 

25. The value of a debt waiver fringe benefit is the amount of the debt waived by the employer10.  

 

26. A debt waiver fringe benefit is treated as a “fringe benefit” under section 72(1)(a) and, 

therefore, the value of a debt waiver fringe benefit is included in the computation of the 

employer’s fringe benefits taxable amount for a quarter under section 70. 

 

27. The most common types of debt are loans, including mortgages, vehicle loans, personal loans, 

credit card payments etc. 

 

28. If a debt amount owed by an employee to the employer is negotiated between both the 

parties resulting in reduction in total outstanding amount due to the employer, the difference 

between the total amount outstanding and the negotiated reduced amount paid to the 

employer shall give rise to fringe benefit. 

 

Example 1- 100% Waiving off the debt  

HapCo. Ltd. gives a personal loan of $1,000 to its employee Mr. A on 1st December 2018, for 

a period of 2 years, the loan repayment date being on or before 30th November 2020. In 

October 2020, the employer decides to waive off 100% of the loan amount.  

 

HapCo. Ltd. wants to know whether the amount waived off will be considered as debt waiver 

fringe benefit and - 

 

a) what is the value of debt waiver fringe benefit?  

b) what is the fringe benefit taxable amount?  

c) how much FBT should be paid per quarter? 

 

CEO’s position: The loan amount of $1,000 waived by the employer shall be debt waiver fringe 

benefit on which the company shall be required to pay FBT as waiver of loan amount results 

in a personal or private benefit to the employee. 

 

 

 

                                                           
8 Section 73 of ITA 
9 Section 73(1) of ITA 
10 Section 73(2) of ITA 
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a) Value of debt waiver fringe benefit 

The value of debt waiver fringe benefit is the amount waived, therefore $1,000 is the value of 

debt waiver fringe benefit. 

 

b) Fringe benefit taxable amount 

The fringe benefit taxable amount is computed using the formula prescribed under section 70 

of ITA. 

 

A/ (1-r)   

where—  
A is the total value of fringe benefits provided by the employer to employees in the quarter; and  
r is the rate of Fringe Benefits Tax prescribed by Regulations made under this Act. 

 

= $1,000 _ 

   (1 – 0.20) 

 

= $1,000 

0.8 

 = $1,250 

c) Fringe Benefit Tax per quarter 

= fringe benefit taxable amount x 20% 

= $1,250 x 20% 

= $250 for the quarter October – December 2020 

 

Example 2: Partial waiver of debt 

Assuming in Example 1 where the loan amount is $1,000, Mr. A repays $450 by August 2020. 

For the balance amount of $550, Mr. A negotiates with the employer to pay a reduced amount 

of $300 thereby getting a waiver of $250. Will the debt waived be considered as debt waiver 

fringe benefit and – 

 

a) what is the value of debt waiver fringe benefit?  

b) what is the fringe benefit taxable amount?  

c) how much FBT should be paid per quarter? 

 

CEO’s position:  

a) Value of debt waiver fringe benefit  

The value of debt waiver fringe benefit is the amount of debt waived by HapCo. Ltd.  In 

this case, out of the total amount of $1,000 the amount repaid by the employee is $750 

($450 + $300) and the amount waived off is $250. The value of debt waiver fringe benefit 

will therefore be $250.  
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b) Fringe benefit taxable amount 

 

A/ (1-r)   

where—  
A is the total value of fringe benefits provided by the employer to employees in the quarter; and  
r is the rate of Fringe Benefits Tax prescribed by Regulations made under this Act. 

 

= $250 

(1- 0.20) 

 

= $250 

0.8 

 = $312.50 

c) Fringe Benefit Tax per quarter 

= Fringe benefit taxable amount x 20% 

= $312.50 x 20% 

= $62.5 for the quarter October – December 2020 

 

Example 3 –  Debt waived for employee’s associate  

Mr. X is the General Manager of ABC Bank. On July 1, 2020, ABC Bank gave a loan of $35,000 

to wife of Mr. X. as she wanted to start her own business. The loan was repayable by 30th June 

2021. Mrs. X repaid $25,000 and $10,000 has been waived off. ABC Bank wants to know FBT 

implication on the amount waived off. 

CEO’s position:  

Liability to pay fringe benefit tax: 

In accordance with section 72(5)(b) of ITA, a benefit provided by ABC Bank to employee or 

associate of an employee (Mrs. X in this case) will be considered as fringe benefit. ABC Bank 

will be required to pay for fringe benefit under section 73 for waiving off debt owned by Mrs.X. 

The following computation is given to determine the value of FBT, FBT taxable amount and 

FBT payable. 

 

Debt waiver fringe benefit: 

The value of debt waiver fringe benefit is the amount of debt waived, which is equal to 

$10,000 ($35,000 – $25,000).  

 

a) Fringe benefit taxable amount 

 

A/ (1-r)   

where—  
A is the total value of fringe benefits provided by the employer to employees in the quarter; and  
r is the rate of Fringe Benefits Tax prescribed by Regulations made under this Act. 
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= $10,000 

   (1- 0.20) 

 

= $10,000 

0.8 

 = $12,500 

b) Fringe Benefit Tax per quarter 

= Fringe benefit taxable amount x 20% 

= $12,500 x 20% 

= $2,500 for the quarter April - June 2020 

Discounted Interest Loan Fringe Benefit11 

29. A discounted interest loan fringe benefit arises when a loan at a reduced rate of interest (or 

no interest) is given to an employee. 

30. The value of a discounted interest loan fringe benefit for a quarter is the difference between 
the interest that would have been paid in the quarter if the loan was made at the market 
lending rate and the actual interest (if any) paid by the employee in the quarter.  
 
In other words, if a loan is given at 2%, whereas the market lending rate for the year 2020 is 

7.41% (refer Table in para 32), the differential amount of interest at 5.41% (%7.41 - 2%) will 

be the discounted interest loan fringe benefit provided to the employee. 

31. The “market lending rate” for a tax year is determined by the CEO in consultation with the 
Governor of the Reserve Bank of Fiji.12  
 

32. The below Table shows the Reserve Bank of Fiji’s market lending rate from 2012 until the 

current year 2021. 

Year Market Lending  
Rate (%) 

2021 6.95 

2020 7.41 

2019 7.19 

2018 7.37 

2017 7.91 

2016 8.11 

2015 7.84 

2014 7.84 

2013 8.04 

2012 8.29 

 

33. Any loan given at a rate of interest that is less than the market lending rate shall be loan given 

at a discounted rate on which FBT shall apply. 

 

                                                           
11 Section 76 of ITA 
12 Section 76 (3) of ITA 
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34. Here, the benefit enjoyed by the employee is not the principal amount of loan, but availing of 

loan at a reduced rate of interest. If the loan amount is waived, debt waiver fringe benefit as 

discussed above shall apply. 

 

35. A discounted interest loan fringe benefit is treated as a “fringe benefit” under section 72(1)(d), 

therefore, the value of a discounted interest loan fringe benefit is included in the computation 

of the employer’s fringe benefits taxable amount for a tax year under section 70. 

 

Example 4: Discounted interest loan computation  

On 1st January 2018, XYZ Ltd. loans $40,000 to Mr.X , at an interest rate of 6% per annum. In 

the quarter January-March 2018, Mr.X pays the employer $600 ($40,000 x 6% x ¼) as interest 

under the loan.  

 

In 2018, the market lending rate for FBT purposes is 7.37%. What will be the fringe benefit tax 

implication for the quarter January – March 2018? 

 

CEO’s position: The interest paid by the employee ($600) is less than the interest that would 

have been paid if the loan were at the market lending rate $737 ($40,000 x 7.37% x ¼)  

 

The difference $137 ($737 - $600) is the value of the discounted loan fringe benefit for the 

quarter.  

 

a) Fringe benefit taxable amount 

 

A/ (1-r)   

 

= $137 

(1- 0.20) 

 

= $137 

0.8 

 = $171.25  

b) Fringe Benefit Tax per quarter 

= Fringe benefit taxable amount x 20% 

= $171.25 x 20% 

= $34.25 for the quarter January – March 2018 

 

Example 5 –  Discounted interest loan and waiver of debt 

ABC. Ltd. is the subsidiary of XYZ Ltd. On April 1, 2019, XYZ Ltd. (which is an associate company 

of ABC Ltd.) gives a loan of $25,000 to Mr. B (employee of ABC Ltd.) at simple interest rate of 

5% per annum. By 30th September 2019 (comprising of two quarters) the employee repays 

principal amount of $13,000 plus the interest amount of $625 [$25,000 x 5% x ½ (2 quarters)].  

Due to the financial difficulties of the employee, the employee requests XYZ Ltd. to waive off 

the remaining amount.  
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Before waiving off the loan, both companies want to know the fringe benefit implications 

under debt waiver fringe benefit and discounted interest loan fringe benefit and any other 

implications? 

CEO’s position:  

XYZ Ltd is the parent company of ABC Ltd. making both companies ‘associates’ under section 

4 of ITA. In accordance with section 72(5)(a) of ITA, a benefit provided by XYZ Ltd. (parent 

company associate company), to employee of its subsidiary ABC Ltd. will be considered as 

fringe benefit provided by the employer, ABC Ltd.  

ABC Ltd. will be paying for fringe benefit under 2 categories – (i) discounted interest loan 

fringe benefit and (ii) debt waiver fringe benefit, as computed below. 

(i)  Discounted interest loan fringe benefit 

For the purposes of calculating the value of discounted fringe benefit, reference is made to 

market lending rate (MLR) at 7.19% for the quarter April to June 2019 and July to September 

2019. 

 

a)  Value of fringe benefit 

= Interest amount payable as per MLR – Interest amount paid by the employee 

= [($25,000 (principal) x7.19% (MLR) x ½ (2 quarters)] - [($25,000 (principal) x5% (rate) x ½  (2 

quarters)] 

=  $898.75 - $625 

=  $273.75 

 

b) Fringe benefit taxable amount 

A/ (1-r)   

where—  
A is the total value of fringe benefits provided by the employer to employees in the quarter; and  
r is the rate of Fringe Benefits Tax prescribed by Regulations made under this Act. 

 

= $273.75 

(1- 0.20) 

 

= $109.50 

0.8 

 = $342.19 

c) Fringe Benefit Tax per quarter 

= $342.19 x 20% 

= $68.44 for 2 quarters, April to June and July to September 2019 or $34.22 for one quarter 
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(ii)  Debt waiver fringe benefit 

The value of debt waiver fringe benefit is the amount of debt waived, which is equal to 

$12,000 ($25,000 – $13,000).  

 

a) Fringe benefit taxable amount 

A/ (1-r)   

where—  
A is the total value of fringe benefits provided by the employer to employees in the quarter; and  
r is the rate of Fringe Benefits Tax prescribed by Regulations made under this Act. 

 

= $12,000 

(1- 0.20) 

 

= $12,000 

0.8 

 = $15,000 

b) Fringe Benefit Tax per quarter 

= Fringe benefit taxable amount x 20% 

= $15,000 x 20% 

= $3,000 for the quarter October – December 2019. 

 

 

36. 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 

INCOME TAX ACT, 2015 

[Section 4] Associate 
(1) Subject to subsection (2), 2 persons are 
associates if the relationship between the 2 
persons is such that one person may 
reasonably be expected to act in accordance 
with directions, requests, suggestions or 
wishes of the other person, or both persons 
may reasonably be expected to act in 
accordance with the directions, requests, 
suggestions or wishes of a third person. 
(2) Two persons are not associates solely by 
reason of the fact that one person is an 
employee or client of the other, or both 
persons are employees or clients of a third 
person. 
(3) Without limiting the generality of 
subsection (1), the following are treated as 
associates— 
a) an individual and a relative of the individual, 
except if the CEO is satisfied that neither 
person may reasonably be expected to act in 
accordance with the directions, requests, 
suggestions or wishes of the other; 
b) a partner in a partnership and the 
partnership, if the partner, either alone or 
together with an associate or associates under 
another application of this section, controls 
more than 50% of the rights to income or 
capital of the partnership; 
c) a trust and a person who benefits under the 
trust or who may benefit under the trust 
through the exercise of a power of 
appointment or otherwise; 
d) a member of a company and the company, 
if the member, either alone or together with 
an associate or associates under another 
application of this section, controls either 
directly or through one or more interposed 
persons— 
i. more than 50% of the voting power in the 
company; 
ii. more than 50% of the rights to dividends; or 
iii. more than 50% of the rights to capital; 
e) two companies, if a person, either alone or 
together with an associate or associates under 
another application of this section, controls 
either directly or through one or more 
interposed persons— 

i. More than 50% of the voting power in both 
companies; 
ii. more than 50% of the rights to dividends in 
both companies; or 
iii. more than 50% of the rights to capital in 
both companies. 
(4) In applying subsection (3)(b), (d) or (e), 
holdings that are attributable to a person from 
an 
associate are not reattributed to another 
associate. 
 
[Section 72] Fringe Benefits 
(1) Subject to subsections (2) and (3), the 
following are fringe benefits— 
a) a debt waiver fringe benefit; 
b) a household personnel fringe benefit; 
c) a housing fringe benefit; 
d) a discounted interest loan fringe benefit; 
e) a meal or refreshment fringe benefit; 
f) a motor vehicle fringe benefit; 
g) a private expenditure fringe benefit; 
h) a property fringe benefit; and 
i) a residual fringe benefit. 
(2) A benefit is not a fringe benefit to the 
extent that it— 
a) is a contribution to the Fiji National 
Provident Fund, or an approved or non-
approved fund; 
b) is included in employment income under 
section 15(1)(c) or (d) or gross income under 
section 16; 
c) would be included in employment income 
under section 15(1)(c) or (d) but for the 
exception in those paragraphs; or 
d) is not provided in respect of employment. 
(3) A benefit is not a fringe benefit to the 
extent that, if the employee had acquired the 
benefit, 
the expenditure incurred by the employee in 
acquiring the benefit would have been 
incurred in 
deriving employment income. 
(4) In determining whether a benefit is a 
fringe benefit and the value of a fringe 
benefit, any restriction on transfer of the 
benefit and the fact that the benefit is not 
otherwise convertible to 
cash are to be disregarded. 
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(5) For the purposes of determining whether a 
benefit is a fringe benefit under this Division, 
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 employee. 
 

 [Section 73] Debt Waiver Fringe 

Benefit 

 (1) The waiver by an employer of the 

obligation of an employee to pay or 

repay an amount owing to the employer 

is a debt waiver fringe benefit. 

(2) The value of a debt waiver fringe 

benefit is the amount waived. 

[Section 76] Discounted Interest Loan 

Fringe Benefit 

 (1) A discounted interest loan 

provided by an employer to an employee 

is a discounted interest loan fringe 

benefit. 

(2) The value of a discounted interest 

loan fringe benefit for a quarter is the 

difference between the interest paid by 

the employee on the loan for the 

quarter, if any, and the interest that 

would have been paid by the employee 

on the loan for the quarter if the loan 

had been made at the market lending 

rate for that quarter. 

(3) In this section, “market lending 

rate”, in relation to a quarter, means the 

market lending rate for the quarter as 

determined by the CEO in consultation 

with the Governor of the Reserve Bank 

of Fiji. 


