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Guidance on use of guarantees to
circumvent Division 7A

Read our finalised guidance on the application of section
109U to arrangements involving private company
guarantees.

Published 25 September 2025

We've released Taxation Determination, TD 2025/6 Income Tax: Does
Section 109U of the Income Tax Assessment Act 1936 only apply to
arrangements where a private company gives a guarantee to another
private company?, which finalises our guidance and clarifies our view
on the application of section 109U to private company arrangements
involving guarantees under Division 7A.

This guidance clarifies our view that, in these arrangements, the
private company can give the guarantee to any entity, including a
public company such as a public bank or financial institution.

We've taken feedback on the draft determination into account and
we've updated our compliance approach to include a reference to not
devoting compliance resources to 109N compliant loans made to a
target entity.

Keep up to date

We have tailored communication channels for medium, large and
multinational businesses, to keep you up to date with updates and
changes you need to know.

Read more articles in our online Business bulletins newsroom.
Subscribe to our free:

 fortnightly Business bulletins email newsletter 4




e email notifications about new and updated information on our
website — you can choose to receive updates relevant to your
situation. Choose the '‘Business and organisations' category to
ensure your subscription includes notifications for more Business
bulletins newsroom articles like this one.
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Our commitment to you

We are committed to providing you with accurate, consistent and clear
information to help you understand your rights and entitlements and meet
your obligations.

If you follow our information and it turns out to be incorrect, or it is
misleading and you make a mistake as a result, we will take that into
account when determining what action, if any, we should take.

Some of the information on this website applies to a specific financial year.
This is clearly marked. Make sure you have the information for the right year
before making decisions based on that information.

If you feel that our information does not fully cover your circumstances, or
you are unsure how it applies to you, contact us or seek professional
advice.
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