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Fiji

KPMG observation
It has been three years since the official introduction of Fiji’s Transfer Pricing
Regulations and Guidelines in 2012. Apart from the traditional related party
transactional audits involving sales and purchases of goods and services, Fiji
Revenue & Customs Authority (FRCA) has plans to also look into areas covering
royalty and trademark payments as well as intra-group financing arrangements.
Transactions involving other intangibles are also covered under the Guidelines.
As also outlined in the Fiji Transfer Pricing Regulations and Guidelines, the FRCA
endorses the positions outlined in the Organisation for Economic Co-operation and
Development (OECD) Transfer Pricing Guidelines for Multinational Enterprises and Tax
Administrations, and proposes to follow the OECD Guidelines in administering Fiji’s transfer
pricing rules. Consequently, the Fiji Guidelines are supplemental to the OECD Guidelines.
The OECD Guidelines should be referred to if more detail is required in relation to issues
referred to herein (e.g. concept of tested party), or not included in the Fiji Guidelines at this
stage (e.g. cost contribution arrangements and business restructuring). In this regard, FRCA
has also indicated that they will issue additional Guidelines as the need arises.
KPMG in Fiji observes that over the past few years, payment of significant amounts of intragroup charges has become a very contentious area in a number of multinational company audits,
and many taxpayers have had to defend their positions. Sometimes such defense is hampered by
a lack of documentation or evidence to support the arm‘s length nature of the changes.

Transfer pricing study snapshot
The purpose of a transfer pricing study
Applicable

Thresholds
apply/exist

Required to be
contemporaneous

Submission to tax
authority required

Legal requirements
Protection from penalties
Reduce risk of adjustment
Shifts burden of proof

Basic information
Tax authority name
Fiji Revenue & Customs Authority (FRCA).

Citation for transfer pricing rules
The arm’s length principle is set out
under Section 34 of the Fijian Income

Tax Act 1974 (the Act) which requires
taxpayers to determine and apply the
arm’s length price for their transactions
with an associated person.
Income Tax (Transfer Pricing)
Regulations 2012 (Transfer Pricing
Rules 2012) was gazetted under Vol
13 No.8 of January 2012. The scope

of Transfer Pricing Regulations 2012
applies to the acquisition and supply of
goods (including tangible and intangible
goods), services between associated
persons and intra-group financing. Both
local and cross-border transactions
are covered under Transfer Pricing
Regulations 2012.
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Effective date of transfer pricing rules
The Transfer Pricing Regulations became
effective from 1 January 2012. Prior to
this date, transfer pricing adjustments
were made based on the general antiavoidance provision.

What is the relationship threshold
for transfer pricing rules to apply
between parties?
There is no specific threshold being
outlined in the Transfer Pricing Regulations
or Guidelines. However, the arm’s length
principle is fundamental to transfer pricing
and requires that transactions between
associated parties are to be conducted
at arm’s length. As previously stated, this
means that the transaction should have
the substantive financial characteristics
of a transaction between independent
parties where each aims to get optimum
benefit from the transaction.

What is the statute of limitations
on assessment of transfer pricing
adjustments?
The statute of limitation is six years
upon the expiration of a particular year
of assessment, except in cases of
fraud, willful default, or negligence. Fiji
is currently in year of assessment 2012.
For example, in year of assessment
2012, an assessment can be issued as
far back as year of assessment 2006.

Transfer pricing
disclosure overview
Are disclosures related to transfer
pricing required to be submitted to
the revenue authority on an annual
basis (e.g. with the tax return)?
No.

What types of transfer pricing
information must be disclosed?
Not applicable.

What are the consequences of
failure to submit disclosures?
Not applicable.

Transfer pricing study
overview
Can documentation be filed in
a language other than the local
language? If yes, which ones?

When a transfer pricing study is
prepared, should its content follow
Chapter V of the Organisation
for Economic Co-operation and
Development (OECD) Guidelines?
Yes, for all transactions. The Transfer
Pricing Guidelines in 2012, specify
that the following should be included:
organizational structure, group financial
report, nature of the business/ industry
and market conditions, controlled
transactions, pricing policies, assumption,
strategies and information regarding
factors that influenced the setting of
pricing policies, comparability, functional
and risk analysis, selection and application
of the transfer pricing method.
It is to be noted that in Fiji, there is a
statutory requirement for the taxpayer to
“record, in writing, sufficient information
and analysis to verify that its controlled
transactions are consistent with the arm’s
length principle”.
It is also noted that the documentation
must be contemporaneous and must be
in place prior to the due date for filing the
relevant tax return.
From a practical perspective, this means
the taxpayer must prepare and maintain
such documentation as is reasonable
in the circumstances. Therefore it is
being emphasized that it is up to local
management of the Fiji tax office to
determine documentation requirements
in view of the nature of the relevant
transactions.

Does the tax authority require an
advisor/tax practitioner to have
specific designation in order
to prepare or submit a transfer
pricing study?
No.

Transfer pricing methods
Does your country follow the
transfer pricing methods outlined in
Chapter II of the OECD Guidelines?
If exceptions apply, please describe.
Yes.

Transfer pricing audit and
penalties
When the tax authority requests
a taxpayer’s transfer pricing
documentation, are there timing
requirements for a taxpayer to
submit its documentation? And if
so, how many days?
Yes, 21 days.

When the tax authority requests
a taxpayer’s transfer pricing
documentation, are there timing
requirements for a taxpayer to
submit its documentation? Please
explain.
At this stage, the time frame
requirement is not clear. However, in
most situations, the normal demand
situations, documentation should be
made available to FRCA within 21–30
days from the date of request.

If an adjustment is proposed by
the tax authority, what dispute
resolution options are available?
The dispute resolution option available
to taxpayers, apart from the competent
authority process, is to appeal through
the judicial system. In Fiji, the first level
of appeal is generally to the Tax Tribunal.

If an adjustment is sustained, can
penalties be assessed? If so, what
rates are applied and under what
conditions?
Where an adjustment is sustained, the
Commissioner may assess penalties
for omission of income. Penalty rates
range from 20 percent to 75 percent
calculated on the tax shortfall. The rate
of 75 percent applies where the income
is knowingly or recklessly omitted,
and in any other case the 20 percent
applies. In addition, penalties for late
filing (20 percent) and/or late payment
(25 percent) may also apply depending
on the circumstances.

To what extent are transfer pricing
penalties enforced?
Based on limited known transfer
pricing cases to date, it appears that
penalties are generally enforced,
unless the taxpayer makes a voluntary
disclosure of tax shortfall before the
commencement of any tax audits.

No, must be in English.
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What defenses are available with
respect to penalties?
The availability of a local
contemporaneous transfer pricing
documentation will assist taxpayers
to appeal for a lower penalty rate. In
addition, if the taxpayer has acted in
good faith and extended full cooperation
during the tax audit, FRCA will also take
these factors into account.

What trends are being observed
currently?
Transfer pricing audits started in 2012
and it is expected to intensify and will
continue to intensify in future. In addition
to the usual focus on transactions
involving sales and purchases of
goods, the Fijian tax authorities are also
increasing their scrutiny on payments for
intra-group services as well as looking
into intra-group financing arrangements
and payments in relation to intangible
properties.
In most cases, common audit triggers
include companies declaring consistent
losses, fluctuating profitability or those
making very low profits. Companies
with significant amounts of related party
transactions, especially payments for
intra-group services and companies that
underwent supply chain or business
restructuring, are also likely to be
selected for a tax audit.

Special considerations

Do tax authorities have
requirements or preferences
regarding databases for
comparables?
At the present, there are no good
quality commercial databases for local
companies.

Does the tax authority generally
focus on the interquartile range in
a TNMM analysis?
No.

Does the tax authority have other
preferences in benchmarking? If so,
please describe.
This is unknown at this time.

What level of interaction do tax
authorities have with customs
authorities?
Presently low. However, after the
merger of the two departments in 1998,
there has been a vast improvement
in enforcement measures enhanced
through the implementation of
integrated operations with other relevant
agencies. It is expected that there will
be an increase in the level of interaction
between the two divisions in future.

Are there limitations on
deductibility of management fees
beyond the arm’s length principle?
Yes, some. Deductions beyond the
arm’s length principle may be denied.

Are secret comparables used by tax
authorities?

Provided that the following criteria have
been met it is less likely for a deduction
to be denied:

Yes. Based on other international
industry information available to FRCA.

• a service has been provided

Is there a preference, or
requirement, by the tax authorities
for local comparables in a
benchmarking set?
Yes. It is a preference of the Fijian tax
authority to use local companies as
comparables. Only in cases where no
local comparable could be identified is the
use of foreign comparable companies in a
benchmarking analysis an option.

• the charge should meet the arm’s
length standard.
The key focus is a realistic allocation,
not accounting perfection and FRCA
is looking for a fair charge for the
services provided and a reasonable
effort into establishing a basis for future
calculations.

Are management fees subject to
withholding?
Yes.

Are there limitations on the
deductibility of royalties beyond the
arm’s length principle?
Yes. Deductions beyond the arm’s
length principle may be denied.

Are royalties subject to
withholding?
Yes.

Are taxpayers allowed to file tax
return numbers that differ from
book numbers?
No. Book numbers form the basis for
tax returns and year-end adjustments
are permitted to ensure that the arm’s
length principle is upheld. These must
be disclosed to allow reconciliation
between book numbers and tax return
numbers.

Other unique attributes?
None.

Tax treaty/double tax
resolution
What is the extent of the double tax
treaty network?
Limited. Fiji has signed double tax
treaties with nine countries.

If extensive, is the competent
authority effective in obtaining
double tax relief?
Not applicable.

When may a taxpayer submit an
adjustment to competent authority?
From an international practice
perspective, taxpayers may initiate a
mutual agreement procedure if there
is a risk of double taxation and there
is a treaty agreement with the foreign
counterparty. In most cases, this is after
being issued the Notice of Additional
Assessment. However, in Fiji’s situation,
this will need to be clarified with the
local tax authority.

May a taxpayer go to competent
authority before paying tax?
KPMG in Fiji expects so, but needs
further clarification from FRCA.
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Advance pricing
agreements
What APA options are available, if
any?
None.

Is there a filing fee for APAs?
Not applicable.

Does the tax authority publish APA
data either in the form of an annual
report or through the disclosure of
data in public forums?

KPMG in Fiji

Not applicable.

Lisa Apted
Tel: +679 3301155
Email: lapted@kpmg.com.fj

Are there any difficulties or
limitations on the availability or
effectiveness of APAs?

Annie Yuen
Tel: +679 3301155
Email: ayuen@kpmg.com.fj

Not applicable.

As email addresses and phone numbers
change frequently, please email us at
transferpricing@kpmg.com if you are unable to
contact us via the information noted above.
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