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apply to the first element of the cost base of the right and you are not taken to have paid or given 
anything for it (subsection 112-20(3), item 3). 
 
Example 2 
4. A tax exempt entity creates rights in you to exploit certain natural resources.  You pay 
$750,000 for the rights.  The grant of the rights has a provision allowing you to assign your rights 
under the agreement.  Two years after the agreement is in place you assign your rights to a third 
party for $1m.  Even though the grantor of the rights is exempt from tax on the original transaction, 
you acquire a CGT asset when you become the owner of the contractual rights (section 109-5).  
When you assign the rights for $1m, you dispose of a CGT asset and CGT event A1 in section 
104-10 applies.  You make a capital gain of $250,000 ($1m capital proceeds less $750,000 cost 
base (ignoring indexation for the two years)). 
 
 
Commissioner of Taxation 
15 December 1999 
Previous draft: 
Previously released as TD 1999/D94 
 
Subject references: 
acquisition;  capital gains;  CGT asset;  CGT event;  CGT event A1;  CGT event D1;  contractual rights;  
creation of rights;  equitable rights;  legal rights;  rights 
 
Legislative references: 
ITAA 1997 104-10;  ITAA 1997 104-35;  ITAA 1997 104-35(3);  ITAA 1997 109-5(2);  ITAA 1997 
112-20(3);  ITAA 1997 116-30(3)(b) 
 
ATO references:   
NO 99/11446-1 
BO CPL99/77 
FOI Index Detail:  I 1021230 
ISSN:  1038 - 8982 


	pdf/897fcff9-7040-4a75-8a44-f52723198db2_A.pdf
	Content
	page 2


