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more than the mere realization of capital assets in the most advantageous way 
Statham & Anor v FCT: The farm failed, farmer subdivided land and built roads, electric works, obtained professional advice, 
was marketed by real estate agent. Held realization of capital asses in enterprising way. It would be capital unless in a 
business of developing land 
 

 

Compensation 

Replaces a future profit / Income= Assessable income 
 
The business structure is organized to absorb the shock of 
cancellation as one of the normal incidents of conducting the 
business and the compensation received is no more than a 
replacement for the future profits surrendered, then the 
compensation will be of a revenue nature 

Replaces a loss of business/ loss of ability to earn income= 
Capital 
 
Californian oil v FCT once agency cancelled, total business 
structure destroyed- capital 

Contract cancellation 
Loss of profit, You mine and sell to Jamaica and price drops 
and they don’t want to mine further. They want to cancel the 
contract but you want something for loss of profits 
 
Compensation of Lost Profit= Assessable Income 
 
Heavy Mineral v FCT 
The taxpayer’s business was mining and dealing in rutile. 
After the contracts were cancelled it still possessed its main 
capital assets- Its plant and mining lease  
It was still free to mine and sell rutile if it could find buyers 
and it tried to do so. 
 
 

Restrictive Covenants 
Higgs v Olivier  
Giving up the right to earn income as an actor during the 
specified period- CGT Event D1 
 
FCT v Woite 
Giving up a capital right – the right to hire out his services to 
other clubs 
 
 
Inducement Payments 
Jarrold v Boustead 
Compensation for the loss of his amateur status and the 
various social and recreational activities that amateur status 
entailed 
 
Pritchard v Arundale 
Compensation paid for the loss of status as a chartered 
accounting partner- capital 
 
Dickenson v FCT 
Gave up right to sell multiple bands of petrol- compensation 
capital 

Week 4- CGT 
Background to introduction of capital gains 

Negative Proposition 

1. Capital doesn’t have the character of income. If proceeds received from sale of capital it is not income 

2. If you sell your capital without enhancing or improving it, the gain is not income. Realizing an asset to its best 

advantage 

3. Capital + Business, if you sell an asset the way in which you realize it has the hallmarks or steps of a business then 

the gain will be assessable 

Whitfords Beach v FCT= steps under taken  a business 

4. If you do an unusual transaction that is not part of your normal business, if that transaction was entered into for 

profit making purpose, the gain is treated as part of your normal income 

Myer Emporium v FCT 

5. Section 15-15- Statutory Income 




