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About this law change
On 13 December 2023, as part of the 2023–24 Mid-Year Economic and
Fiscal Outlook (MYEFO), the government announced it would amend the tax
law to deny income tax deductions for ATO interest charges.

This is now law.

The law change applies in relation to assessments for income years starting
on or after 1 July 2025. An assessment for an income year is how your
income tax is calculated, as explained in your notice of assessment.

This means that you can no longer deduct GIC and SIC incurred on or after
1 July 2025 in your income tax return for income years starting on or after

Denying deductions for ATO interest
charges
Taxpayers can no longer claim an income tax deduction for
ATO interest charges incurred on or after 1 July 2025.
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that date. However, this law change applies in a different way for Entities
with a substituted accounting period.

Examples of when ATO interest charges are
incurred
When you claim a deduction for ATO interest depends on when GIC or SIC is
incurred. This is when you become liable for the interest charge. Examples
of this include (but are not limited to):

GIC imposed on unpaid income tax liabilities is incurred on a daily basis.

SIC imposed on an unpaid income tax shortfall is incurred in the year you
are served a notice of amended assessment.

ATO interest charges incurred on or after 1
July 2025
Any GIC or SIC incurred on or after 1 July 2025 is not deductible regardless
of whether the debt relates to an earlier income year.

This means that any GIC or SIC that is later remitted doesn't need to be
included as assessable income.

ATO interest charges incurred before 1 July
2025
Any GIC or SIC already incurred prior to 1 July 2025 remains deductible for
the 2024–25 and earlier income years.

For the 2024–25 and earlier income years, our guidance on calculating your
ATO interest charge deductions, including how to verify pre-fill information,
applies. For more information, see Calculate and report ATO interest.

If you have (or can) deduct GIC or SIC for the 2024–25 or an earlier income
year and it is later remitted, the amount that is remitted will need to be
included in your assessable income in the year in which the remission
occurred.

Entities with a substituted accounting period
An entity's accounting period is ordinarily the 12-month period ending on
30 June.
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https://www.ato.gov.au/individuals-and-families/paying-the-ato/interest-and-penalties/interest-we-charge/calculate-and-report-ato-interest
https://www.ato.gov.au/about-ato/new-legislation/in-detail/businesses/strengthen-penalty-and-shortfall-interest-charge-provisions
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https://www.ato.gov.au/about-ato/new-legislation/in-detail/businesses/tax-integrity-expanding-the-general-anti-avoidance-rule-in-the-income-tax-law
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https://www.ato.gov.au/about-ato/new-legislation/in-detail/businesses/tax-reform-loss-refundability-reforms-for-businesses-and-start-ups
https://www.ato.gov.au/about-ato/new-legislation/in-detail/businesses/tax-reform-tax-loss-carry-back


You can seek leave from the Commissioner to adopt an alternative annual
accounting period (known as a substituted accounting period or SAP).

Entities with a substituted accounting period will no longer be able to claim
a deduction from their next accounting period starting after 1 July 2025.

More information
For more information, see:

Denying deductions for ATO interest – fact sheet

General interest charge

Shortfall interest charge

Entities with a substituted accounting period

Treasury Laws Amendment (Tax Incentives and Integrity) Act 2025

2023–24 Mid-Year Economic and Fiscal Outlook
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https://www.ato.gov.au/law/view/document?docid=AFS/deductions-for-ato-interest/00001
https://www.ato.gov.au/individuals-and-families/paying-the-ato/interest-and-penalties/interest-we-charge/general-interest-charge
https://www.ato.gov.au/individuals-and-families/paying-the-ato/interest-and-penalties/interest-we-charge/shortfall-interest-charge
https://www.ato.gov.au/businesses-and-organisations/corporate-tax-measures-and-assurance/large-business/compliance-and-governance/entities-with-a-substituted-accounting-period
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7299
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7299
https://archive.budget.gov.au/2023-24/index.htm
https://archive.budget.gov.au/2023-24/index.htm
https://www.ato.gov.au/about-ato
https://www.ato.gov.au/careers
https://www.ato.gov.au/about-ato/commitments-and-reporting/information-and-privacy/your-privacy/privacy-policy
https://www.ato.gov.au/atotv
https://www.ato.gov.au/other-languages
https://www.facebook.com/atogovau
https://au.linkedin.com/company/australian-taxation-office
https://www.instagram.com/austaxoffice/


We acknowledge the Traditional Owners and Custodians of Country throughout Australia and
their continuing connection to land, waters and community. We pay our respects to them, their
cultures, and Elders past and present.
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