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The Lagos State Internal
Revenue Service (LIRS) has
released a public notice to
provide clarification on the
conditions and compliance
requirements for
individuals to qualify for tax
deduction of interest on
their property loans.

For a deeper discussion, please
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Overview

An individual may be entitled to a
claim for tax deduction in respect
of mortgage interest incurred for
the acquisition or development of
a property to be occupied by the
individual.

Highlights of the public
notice

Definition

The LIRS defines an “owner-
occupied residential house” as
any residential property (i.e. not
an investment property) on which
an individual has incurred
expenditure on the purchase,
construction, or conversion for
his/her occupation. This excludes
all temporary fixtures such as
paintings, furniture, and
electrical equipment etc. It must
be used by the individual as the
sole or main residence.

Other qualifying conditions

An individual can only get the
relief on a first application.
Where the “first application” is
for multiple properties, the
mortgage interest deduction will
be restricted to the property
which the individual occupies.

Where a mortgage loan has been
used to develop more than one
property, the interest deduction
will be granted on a pro-rata
basis on the proportion of the
property occupied by the
individual.

The mortgage deduction is
available only on the first
application and if there are
“multiple applications”, only on
the property which has the lowest
mortgage value at the beginning
of the tax period.

Stage of completion of the
property

The LIRS states that the relief will
only be available upon actual
completion and occupation of the
property but properties at their

development phase will be
considered on a case by case
basis.

Takeaway

The LIRS has acted within the
provisions of the relevant tax laws
in issuing the public notice.
However, the definition and
conditions stated by the LIRS are
not entirely consistent with
section 20(1)(b) of PITA 2011
which states that relief will be
granted on interest on “loans” for
“developing” an owner-occupied
residential house. It does not
specifically restrict the benefit to
only the first application or on
the lowest mortgage value
although the use of the word “an”
may suggest only one but this is
debatable.

It is good that the LIRS will
consider granting the relief to
individuals in respect of
properties that are yet to be
occupied. There should however
be consistency of treatment and
less discretion in doing so for
taxpayers under similar
circumstances.

The LIRS also needs to consider
complex situations such as where
an individual has multiple houses
for say multiple spouses and
routinely occupies more than one
property, or where an individual
has disposed the first house, or
converted it to other uses, and
has obtained a loan to build
another (but his/her only) owner
occupied house.
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