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This Determination, to the extent that it is capable of being a 'public ruling' in terms of

Part IVAAA of the Taxation Administration Act 1953, is a public ruling for the purposes of that
Part . Taxation Ruling TR 92/1 explains when a Determination is a public ruling and how it is
binding on the Commissioner. Unless otherwise stated, this Determination applies to years
commencing both before and after its date of issue. However, this Determination does not
apply to taxpayers to the extent that it conflicts with the terms of a settlement of a dispute
agreed to before the date of issue of the Determination (see paragraphs 21 and 22 of Taxation
Ruling TR 92/20).

Taxation Determination

Income tax: do put or call options entered into between a taxpayer
and a third party over property owned by the taxpayer, give rise to
rights in addition to those described in paragraph 51AD(8)(a) of the
Income Tax Assessment Act 1936?

1. No. Rights arising fromthese options constitute rights in
relation to the disposal of the whole or a part of the property
under sub-subparagraph 51AD(8) (a) (i) (C).

Exanpl e:

A taxpayer X Co., incorporates a special purpose subsidiary
conmpany Y Co., whose sole purpose is to finance the construction
owner shi p and subsequent | ease of a commercial building to a tax
exenmpt body for a termof 10 years. To finance the cost of
construction, Y Co. borrows noney from Bank Co. The terns of the
| oan stipulate that in the event of default in the repaynment of
principal or paynment of interest by Y Co., Bank Co. has full
recourse to all of the assets of Y Co.

Y Co. then enters into an arrangenent with a third party non
associate of either X Co or Y Co, Z Co. Under that arrangenent, Y
Co. is entitled to put the property to Z Co at the tine an event
of default by Y Co. occurs in neeting its | oan obligations to Bank
Co.

The rights of Bank Co. as against the taxpayer Y Co. are limted
in terns of section 51A8).

Firstly, Y Co. being a special purpose conmpany, only has assets
that conprise the property and the incone generated by the use of
that property. The rights of Bank Co. as against Y Co. are
therefore capable of being limted to the rights in subparagraph
51AD(8)(a) (i) and so subparagraph 51AD(8)(b) (i) applies.

Secondly, any argument that the noney that may be paid by Z Co.
upon the exercise of the put option by Y Co., is an additional
asset of Y Co. to which Bank Co. can have recourse, is fallacious.
The rights arising fromthe put option are nerely rights in
relation to the property, being rights arising fromtaxpayer's

di sposal of the property in terns of sub-subparagraph

51AD(8) (a) (i) (Q).
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