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·1.0 PREAMBLE 

This Practice Note is issued in r,espect ,of the deduction ,of mortgage 

int,eresl on residential premises by individuals under paragraph 4, 

subparagraphs (3) and (4) ,of the S~xth Schedule to the Income Tax Act, 

2015 (Act 896) as amended. 

2. Qi INTERP RETA Tl ON 

In this. Practice Note,, the word '"Act" means the h1co1me Tax Act, 2015, 

(Act 896) as amended. Definitions and expressions used in this Practice 

Note have the same meaning as in the Act 

3,.0 THE PURPOSE 

The Practice Note provides direction and guidance ,on the interpretation 

and application of paragraph 4, subpara.graphs (3) and (4), of the Sixth 

Schedule to· the Income T,ax Act, 2015 (Act 896) as amended, for the 

deduction of mortgage interest for indiv,iduals in respect of residential 

premJses. 

4.0 AIPPLICATllON OF THE LAW 

Sections 8 and 9, of Act 896 provide the legal bases for deductions for 

the purpose of ascertaining the income of a person from employment, 

an investment or business. 

The sections state that the Gommissioner-Gene,ral shall not al low a 

deduct,on for the, purpose of ascerta1ining the income of a person from 

,employment except as provid,ed for in paragraph 4, subparagraphs (3) 

and (4) of the Sixth Schedule to the Act; and al·so specmcally disallows 

any •expense that is not whoUy, exclusiv,ely or necessaril1y incurred in 

the produ ctlo n of income. 
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4.1 MORT1GAGE INTEREST DEDUCTION 

The Income Tax Act, 2015 (Act 896) as amended, allows mortgage 

interest deduction in respect of individuals who have taken to,ans to 

construct or acquire ONLY ONE r,esidential premis•es. 

4.2 CONDITIONS FOR MORTGAGE IN!TEREST D1EDUCTION 

To quaHfy f,or mortgage int,erest deduction, the foHowing conditions must 

be satisfied; 

1) The property must be, a residentia, premises acquired in the name· 

of the applicant; 

2) The residentl a, property mu st be situated in Ghana; 

3) The applfcant is entltled to deduct th,e mortgage interest in r,espect 

of only one residential p,rern1ise·s during the lifetime of ·that 

individual; 

4) The I oa n taken mu st b-e emp I oyed in the construction or 

acquisWon of only one residential premise during the lifetime of 

that i ndividuat 

5) The loan must be denominated in Ghana Cedis. Any interest 

denominated in a currency other than the Ghana Ced is sha 11 be 

converted into Ghana Cedis at the Bank of Ghana interbank 

exchange rate applied on the date the amount is to be oo nside red; 

6) The loan must be secur,ed from a recognised financial institution 

as defined in Act 896 as ,amended, an employer or a. registered 

lender; 

7) The individual emp1loyee must prove that the interest is paid on a 

periodic bas~ to qualify for the deduction; 
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8) In the case ,of a self-emp1oyed person, the deduction should be 

taken into consideration when filing the stat,ement of estimated 

tax payabfe and/or the annua1 tax returns; 

9) Deductions, should be restricted to the amount of tnteres,t paid in 

the year; 

10) Where the property is partly used for ,co mm ercial pu rpos&s, the 

mortgage interest deduction would be apportioned; ,end 

11) Where the property is disposed of before the end of the mortgage 

period, the deduction would cease. 

4.3 PROCEDURES 'F'01R MORTGAGE INTEREST DEDUCTION 

1), The lndividual must notify the Commissioner-General in wr~ting of 

the existence of ,a mortgage arrangement 

2) The iridiv1dua1I, as an employee, must furnish the relevant 

documents in respect of the mo rt,g age arrangement to hisJhe r 

,employers. 

3) Where the .applicant is either sei -employed or an employee 

whose employer is not required to withhold tax under the Act, the 

re1evant documents in respect ,of the mortgage must be submitted 

to the Commissioner-General. 

4) The employer shall notify the Commissioner ..:General in wriUn g 

employees who have applied for the mo,rtgage interest deductio:n. 

5) An ,employer who has deducted mortgage interest from an 

employee's income shall maintain the relevant documentation of 

proof of the l,oan and deducUons made for the period in 

accordance· with the Revenue Administration Act, 2016 (Act 915). 
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6) A self-employed person may deduct the mortgage interest when 

determ'i n i ng the ch a rgea b!e in co1me for the year and sh a 11 

maintain the relevant 1d ocume ntation of proof. 

7) The employer shall deduct the mortga,ge interest when 

ascertaining the periodic in.come tax pay,able by the employee·. 

4.4• EXCEPTIONS TO IMORT1GAGIE 1NTERE.ST DEDUCTION 

1} A non-riesident individual shall not be entitled to d,educt a 

mortgage interest as per Regulation 2 of l.t 2244. 

2) A mortgage not secured from a reoognised financial institution. 

mortgage financing, company, a reg1istered !·ender or an employer 

shall not qualify for d,eduction. 

3) Interest in excess of the arm's length principle shall not be· 

deducted 

4) A mortgage from a non-resident financial institution sh at I not be 

deducted. 

4.5 G,ROUNDS FOR DISQUALIFl,CATl,ON OF MORT1GAGE INTEREST 

DEDUCTION 

1) A mortgage, employed in the construction or acquisition of any 

additional resldential premises shall not qualify. 

2) Any residenti.al premises other than one used by the individual as 

his/her only ptace of residence sha11 not qualify for deduction. 

3 ) Where the property in question is jointly owned and the names of 

any one of the individuals involved is not on the mortgag'e deed~ 

the unnamed individual shall not quaHfy for deduction of his or her 

respect•ve share of the mortgage interest 
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4) Where the, residential property is converted to a commercial 

property during the subsistence of the mortgage interest 

deduct ion, the applicant shall f orleit the remaining interest 

deduction. 

5) Where .a residential premise on which mortgag,e interest is 

claimed is disposed of, the subsequent owner does not qualify for 

the· unr,elieved part of the interest. 
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ILLUSTRATIONS 

EMPLOYEES; 'DEDUCTIO'N OJ: HOME LO,AN INTEREST 

Scenario 1: Solely-owned dwemng exclusivel1y used as residence 

throughout the year 

F,acts 

Mr. Kofi Asare an em'P1oyee of ABC Limited, wholly owns a dwelling which is 

used ex:dusively as his onily place of residence. The· dweUing was acquired 

on 1'L January. 2020 financed by a mortgage from a. bank resi,dent in Ghana 

which is lie pa ya bl e by monthly instalments ,on the 28th day of each month 

over a 1 Qayear period. The mo,nthly interest payable on the mortgage loan is 

GH¢2t000.00. He ciaims a deduction for the interest paid monthly, His 

employer, in computing the monthly tax to be w ithheld from his income, 

granted the monthly amount pa.id as an allowable deduction. 

Dete rm i,n e whether the, deductions being made by the em ploye,r ,of Kofi Asa re 

is allowable? 

Decision 

Mr. Kofi Asare is entitled to a mortgage interest deduction of GH¢2,000.00 
paid ,each month on the mortgage ~o,an, 

In processing the clairm, the assessor (,employer or Ghana Revenue 
Authority) must be in possession of the following documents: 

• proof of ownership; 

• proof of the dwelUng being used as his only place ,of residence. 

,. loan agreement or mortgage deed; and 

• e,v ldence of payment of the int,erest amount 
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Scenario 2: Change of dwelling during the year (where two (2) mortgagIe 

lloa n s a re ,executed) 

Facts 

Mli. Asante is a 50-y,ear.,old employee o,f ABC Ltd. On 26"" March, 2018 he 

purchased from an estate developer a property which was under 

construction. On 1st May, 2018, he took out a mortgiage from his ,employer to 

pay for part of the purchase price. The loan is repayable by monthly 

'instalments, 'fo,r 1 O years fro,m 111
~ June, 2018 onwards. The monthly i1nterest 

payabfe on the mortgage toan is GH¢2,000.00. 

The property was ready for occupation on P 1 September, :2018. Mr. Asante 

used it as his place of residence from the same day onwards. He claims a 

deduction for the interest pa id in 2018 ye a r of assessment. On 1st August, 

2019 Mr. Asante went on voluntary retirement after disposing of his dwelling 

and purchased another property with another loan. 

Required 

(i) Whether Mr. Asante ls entitled to the mortgag•e interest deduction in 

2018 and 2019 Years of Assessment? 

(ii) Whether or not Mr. Asante would be entitled to deduct mortgage 

interest after his retirement? 



So,lutio:n 

(i) Mr. Asante would be entitled to deduct mortgage interest for up to 

August 2019. This is because Mr. Asante may deduct mortgage 

interest in respect of on I y ,one residential premises in his I ifetime. 

Since Mr. Asante dtsposed of the property in August 2019, he would 

not be, entitled to 1mortga.ge interest ,deduction from September 20191
• 

(ii) Mr. Asante has disposed of his only residential premise in respect of 

which the mortgage interest was claimed and therefore he is not 

e•nti tied t,o any mortga91e i nter,est during his lifetime. 

Scenario, 3 

Mrs. Francisca Morriso,n was employ,ed in October 2012 by XYZ Bank ltd as 

the, Operations Officer on a salary scale of GH¢560,000.00 x GH¢3,,500.00 -

GH¢577,500.00. As part of her condibons of service, she was entitled to the 

following benefits; 

Allowance ,& Loan 

Clothing Allowanc.e (Monthfy) 

Risk Allowance (Monthly) 

Profess1onal Allowance (Monthly) 

GH¢ 

5,000.00 

15,000.00 

5,000.00 

Mortgage loan 200,000.00 

The management of the bank approved the loan for her on 1st January, 201 16 

at an interest rate of 8,% per annum payable over a period of 10 years which 

is the same as the Bank of Ghana statutory rate. !Mrs. Morrison •employ,ed the 

whole amount of the loan during that same year f,or the construction of her 

first residential premises but the 'loan amount was insufficient to complete the 

project. 
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In Septembe-r, 201 161 she approached her employer for a top up to enabfe he-r 

oomplete the project. The Management of the bank approved an additional 

GH¢1501000.00 on the same terms. She however used only GH¢50j000.00 

to complete the project. She· used the remaining GH¢1001000.00 to buy· a 

second ha1nd vehicle for her personal use. The interest payable per the loan 

,agree rnent on the, total a,mou nt spread over the t,enure of the I oan is 

GH¢2801000. 00. 

The Com1missioneraGemeral has been notified and approved the following 

personal reliefs for Mrs. Morr~son. 

GH¢ 

Chi Id Education Relief 1,800.00 

Ma rrmage Relief 1,200.00 

The case has been rreferr,ed to you as a Tax Auditor. You are required to 

calculate the month'Y ch a rgea b le in come and tax pay ab l1e for J:a t1 uary 20117 

'Year of assessment 
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Solution 

MRS. FRANCISCA MORR,SON 

COMPUTATION OF CHARGEABLE INCOME ANO TAX PAYABLE FOR 

THE /MONTH OF JANUARY 2017 

,.Sin·ce Mrs. Morrison was empioyed in, 2012, by ,applying the incremental rate of 

GH¢3,.500.QO annualty1' her annual basic sala·.,y by the end of 2017 sh-all amount to 

GH¢577, 500.00. 

Annual Basic Salary ... ... ... ...... ... ....... ... ... ... ...... ... .. GH¢577,500.00 

Monthly 19 a sic Sa I a ry 

2017 YIA (1/1/2017-31/01,/17) 

Monthly B,asic Salary 

Clothing AH ow a nee 

Ris All•owance 

P roression al Al lawance 

Assessable Income 

less Allowable Deduction 

Child Education Relief 

Marriage Relief 

Mortgage Interest* 

Chargeable Income 

GH¢5,000.00 

GH¢ 15,000.00 

GH¢5,000. oo 

GH¢1,800.00 

GH¢1,200.00 

GH¢ 1 ,666.67 

l.2 

GH¢48, 125,.00 

GH£ 25,000.00 

GH¢ 73, 125.00 

GH¢4.666.67 

GHe68,458. 33 



Note: 

Since, Mrs. Morrison used only GH¢250,000.00 out of the approved 

GH¢350,000.00 grant,ed for the construction of her residential premises, she 

wou Id not be, entitled to an interest deduction on the total amount of loan 

granted by her employer. 

The mortgage interest calculated on the GH¢250,000.00 at the same interest 

rate wo,utd translate to GH¢2,oo.ooo.oo for the ten~year period or 

GH¢20,000.00 annuaHy. The mortgage interest of GH¢1 i666.67 shall be 

deducted monthly as an aUowable deduction. 

Mortga.ge Interest deduction shaH n,ot be granted on the portion of the loan 

amount used to purchase the vehic1e. 

Scenario 4 

Rich K financed the purchase of his house by taking out a conventional 

mortgage of GH¢500,000.00 which required a down payment of 10% at 24% 

per annum interest for fifteen (15) years fro,m Abrabopa Financing Lim,ited. 

He duly notified his employers. Good Faith llmited about the mortgage. 

It was observed that the employer deducted GH¢ 12,0001.00 per month in 

favour of Rich K1 charged as mortgage interest in the monthly P.A.Y.E Return 

(Annual amount of GH¢144,000.00) for the ye•ar 2,019. 

Required 

Confirm the amount charged as interest by Rach K for 2019 year of 

assessment. 
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Solution 
Principal Balance (PV} after 10% ~owo payment 

PV = GH¢500,000.00 - (GH¢500,000.00 x 10%) 

PV = GH,¢500,000.00 - GiH¢50,000.00 

= 1GH¢450,000 .. 00 

Interest = P ri nc, pal x Interest rate 

Monthly payment (A} ~ PV x rll1-(1 +ry,-mt] 

Where PV = Principal balance 

R ;;;;; ann uat interest rate 

mt = (n) total months ~n a gi1ven ye,ar(s) 

Prine.pa, balance {PV) = A"'[1 -(1-+-r)"..fJ'ltlrj 

where m = 1.2 
t = number of y,ears 
r == R/12 

FlV = GH¢450,000.00 

r = 0.24/12=0.02 

t == 15 ye,ars 

m = 12 

n =12 X 15= 180 

Monthly payment (A)= GH¢450,000.00 X 0.02/[1-(1.02)"·180
] 

== GHi¢'9, 000/0. 9717 

== GH¢9, 262.12 

interest= GH¢450,000.00 x 0.02 

:;;: GH¢9,00,0.00 

Principal pa,yment = Monthly payment - Interest 

= GH¢9,262.12 - GH¢9,000.00 

= GH¢26,2.12 
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A ortizati T bl t m ' on I a , e o c,on 11m1 e amounr c arge • _iy · IC - ' • fi th t h db R" h K 
AMORTIZA TJON 

TABLE 
Monthly Prlnelp1t1.1 Total Prlnclp111 

Ev~nt Pa,yment Lntcnnl Pal/fflenl fn.itctrest Balanco ·-
Loan 450,000.00 

Payment 1 9,262.12 9,000.00 262.12 91,000.00 4.49.737.88 

2 9262.12 8,994.76 267.36 17 994.76, 44g 470.52 

3 9,262, 12 8,989.41 272.71 26.984.17 449,197 81 

4 9,262 12 8&83.96 278.16 35 958 12 448 919.64 

5 9i262.1.2 6.978,39 283.73 44.946.52 448 635.92 

6 9 262.12 8972.72 289.40 53 '919.24 448,346.52 

7 9.26,2, 12 B,986.93 295.19 62,886.17 448.051.33 

8 9,26212 8 ,961.03 301 .09 71 847.19 447 750.23 

9 9.262.12 B 856.00 30712 80 802.20 447.443.12_ 

10 9 252 12 8,948.86 313.26 89.75UJ6 447 129.86 

11 9 ,262.1 2 8.942.60 319.52 98,693.66 446.81 0.34 

12 9 262.12 8 936.21 325.91 107,629.86 446,484.42 

107,629.&6 

From the Amortization Table1 the L,ender undercharged the mortgage 
interest for Rich K in the 2019 Year Assessme,nt. 

That is: Interest charged - Interest computed 

= GH¢144,000.00 - GH¢107,629.86 

= GH¢36.370.14 

Tax wiU be computed on the ,excess amount of GH¢36,370.140 and charged 
against Ricti K. 
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Note: 

1 . Microsoft Exoe I oo uld be· used to complete the Amortizat ion Table above. 

The table was U1mit'ed to i Uu strate the total interest for the twetve-month 

period. 

2. The interest payment decreases whilst the principal payment increases 

with time. 

3. Ensure that monthly payments are not deducted as monthly intere·st 

dedu cti o 11s. This is bee au se monthly payment has interest and pn ncipal 

payment components, that is, charging GH¢11 1, 145.44 (GH¢9,262.1 2 x 

12) instead of the int,erest .amount of GH¢107,629.86 for the twelve (12) 

month peri,od creates. an e)(,cess charge of GH¢3,515.51 (GH¢ 111,145.44 

- GH¢107,1629.93). 

4. MathematicaHy, 

Principa, Payment (PP) = Month1y Amount (MA) - Interest (I ) 

Therefore1 Interest (1) = MA - PP 

h11terest payment .at the end of the mortgage period (180 months) is given1 by 

Total Interest = Monthly Amount x 180 - Loan Amount 

= G H¢(9,:262. 12 x 180) - G H¢450,000.00 

= GH¢11667,181.16 - GH¢450,000.00 

;; GH¢1,217,181 .60 

Sigrned •.•.. 

Dale: .............. .. .r. .?./.J,t .. 1 ~f.: ..... ., 
Arnmis,h addaii Owusu-Amoah 
Commission er•Gen era II 
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