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Internal Revenue Code Section 461(g) 
General rule for taxable year of deduction. 
 
. . . 
 
(g) Prepaid interest. 
 
   (1) In general.  If the taxable income of the taxpayer is computed under the cash receipts and 
disbursements method of accounting, interest paid by the taxpayer which, under regulations 
prescribed by the Secretary, is properly allocable to any period— 
 
      (A) with respect to which the interest represents a charge for the use or forbearance of 
money, and 
 
      (B) which is after the close of the taxable year in which paid, shall be charged to capital 
account and shall be treated as paid in the period to which so allocable. 
 
   (2) Exception.  This subsection shall not apply to points paid in respect of any indebtedness 
incurred in connection with the purchase or improvement of, and secured by, the principal 
residence of the taxpayer to the extent that, under regulations prescribed by the Secretary, such 
payment of points is an established business practice in the area in which such indebtedness is 
incurred, and the amount of such payment does not exceed the amount generally charged in such 
area. 
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