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TD 2012/1 – investment loan interest payment
arrangement
Investors,
This tax determination issued last month by the ATO has some potentially far ranging
implications.
In essence it is trying to put a lid or stop on debt recycling techniques where cash inflows (typically
rent) are directed into a home loan or offset which has the effect of reducing interest otherwise
payable on the home loan and a line of credit (LOC) is used to repay the interest and expenses of the
investment property (IP).
The intention of the ATO is to apply the Part IVA (anti-avoidance rule) on the basis there is a scheme,
the tax payer has obtained a tax benefit and the dominant purpose is to enable the taxpayer to obtain
a tax benefit.
To make it worse, this TD applies to years of income both before and after the issue date.
There have been a number of companies, financial planners and accountants who have pushed this
method as a way to pay off their home loan sooner or to obtain a greater tax deduction than you would
otherwise get.
I expect this to be challenged in court in due course but it may come down to the prime or dominant
purpose of why you are using this strategy.
If the prime purpose is to direct rental income into an offset (that just happens to be associated to a
home loan) for the purpose to build funds so you can borrow again for another investment property (or
next home or other asset) and use the offset to fund the settlement, then this determination may not
apply. It should not matter if a secondary benefit is obtained by way of doing this, the prime purpose is
to build the offset so to fund a future settlement of another property.
It will also be interesting to see if the LOC facility used is associated to an IP rather than a PPOR,
whether this determination applies.
Investors may need to seek their own professional advice on this matter.
Our Service to You
We provide a specialised service for investors wanting to create long term wealth for themselves and
their families. We are finance strategists, credit advisers and mortgage brokers, helping you achieve
your goals. Give us a call when you think it’s time to consider your options.
As well as providing a service to investors, we will assist you in purchasing as an owner-occupier, or
upgrading to a new property, or simply looking at better pricing or structuring options for your current
loans and banking or assisting seniors looking at possible reverse mortgage options.

Our business is built on referrals provided by clients, so please don’t keep us a secret, feel free to
forward this e-mail to family and friends interested in their own financial future. Give us a call and book
an appointment to see if it makes sense for you.
If you have any questions about any of these topics, give me a call.
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