Contents

ReSIAENCE INAIVIAUALS .........ccooiiiiiiiiie e e e e e e s s ee e e e s be e e e ssabee e e esabeeesesaneeeesnnsens 1
[ o [T o Tol R @] g ¥ o 1= V[T SRR 2
BT a0Y ol =1 A 2= e 1T ) AR 2
SOUNCE OF INCOME ...ttt ettt e s e e e bt e e s be e s baeessteeasbeeesabeesabeeennteesasaeesabeesnsaesnnseessaeenaseenns 3
Taxable Income on AU Resident VS NON RESIAENT ......cciiiiiiiiiiiieee ettt ettt e e te e e e et e e e e sabee e e eenaeee e enees 3
(DL g1V =Y ToY o I o) i g Vole] o oYU 4
GENEIal CONCEPL OF INCOMIB...iiiiiiiiie ettt et e e e et e e e e bt e e e e ettt e e e e ebaaeeeeaseaeeesstaaeesstaeessssaeessassanasanns 5
Characteristics Of OrdiNary INCOME ... ...uiii ittt e et e e e et e e e s eate e e e e btaeeesataaeesstaeeesstaeeseassanasanns 5
Taxable NON Cash BENETILS ...cccuiiiiiciiie ettt e et e e e e st e e e e e abbae e seabaeeeeabeeeeenbaeesannseeeeennsees 6
BUSINESS INCOMIE........uiiiiiiiiieie ittt ettt ettt e sttt e e s e bt e e e s aube e e e saubeeessaabeeeessabeeeeesabeeeessabteesssasbeessnaseeessnasens 6
CharacCteriStiCs Of @ BUSINESS ..viiiiviiieiiiiiee ettt ettt e ettt e e e e ctte e e e ette e e e e bteeeeebteeesesaaeeesnseaeeeanstaeeesastaeessstnsessassanasanns 6
Specific areas of BUSINESS/ NODDY ........ooiiiiiiii e ettt e e te e e tee e sabeeebeeesabeesteeessreens 6
Difference between Business and HODDY.........ccuuiiiiiiiii e e 7
BUSINESS OF CAPItal ASSEL ....viiiiiiiiiii ittt e e e s et e e e e st e e e s eabee e e ssabeeeeesabeeeeesabeeesesnbeeesssnseeesennsens 7
(0007401 oY= 4 =1 T 4 T 7
Isolated Commercial TranSaCtioN GaiN......c.ueiiiiciiieiiiiiee e ceiee et e e e see e e e s e e e e sbee e s ssbeee e esabeeeeesaseeeeesseeeasnnsees 8
(0T 1 N CT 1Ty L - ST 8
(Gl I =3 (=T 1 11 ) S P PP PP PP PP PP P PP PP PPPPPPPPPPPPPPPPPPPRS 9
(Ol I XY= £ P PP P PP PP PP PPPPPPPPPPPPPPPPPPPRS 9
(00| 1=Tot 7= o] L= PSRRIt 9
Treatment of Capital Losses from ColleCtables.........uuiiiiiiiiieiiice e s e 9
T oY a T | MU T Y <1 USRS 10
L] o L= LI O G I XT3 10
PRE CGT (before 20 Sept 1985) - SEPAIrate ASSEL ...ccccuuiiiicciieeeeeiiieeeeeitieeeeeitteeeeeetteeeeetteeeeebteeeesasteeessssneessassesasanns 10
L0 G I =T 41 11
F N R DT T oo L= 1 o] A=Y Y Y USRI 11
B1 - Use and Enjoyment Before Title Passes (Hire Purchase Agreement) ........cccccveeeieeeciieeccieeccveeesieesvee e 11
C1 — LoSS Or DeStruction Of @ CGT @SSEL ..ciicuuiiiiiiiieeeceiiee e ettt e e eette e e et e e e eeta e e e eeateeeeeeabeeeeeensaeseeensaeeeeenbeneeennsens 11
C3- End of an Option t0 ACQUIIE SNAIES .......uuiii ittt e e etee e e e et e e e e ebae e e eeabee e e esabaeeeeenbaeeeennsens 11
D1 - Creating Contractual or Other RighES......couciiiiiiiiei e e abee e s e 11
D2 - Granting an OptioN .o 12
o O T oY= LT T TP SRR 12
F3 — Lessor pays Lessee to get 18ase Changed ........oocuviiiiiiiiiciiee ettt e e avee e e abae e e 12
F4 — Lessee Receives Payment for Changing [Ease ........eeeeviiiieciiii ettt e e 12
F5 — Lessor Receives Payment for Changing LEASE .......cuiicuiiiiiiiieee ettt estee e ee e s iee e s vae e e abae e e 13
[ A oY =YL (U =N} - T D I=T o Yo 1Y PR 13
A CQUISTEION e 13
ACqUISITION WILNOUT @ CGT BVENT ... .uiiiii ettt ettt e e et e e e e ete e e e e ete e e e eeabaeeeeeateeeeesabaeeeeasseeeesnnsaeaeenrens 13
000 T3 G = 7= T 14
FIVE EIE@MENTS OF COST BASE...eiiiiiiiieieiiiie ettt ettt e e ettt e e et e e e e et e e e ettt e e e e s abteeeesabteeeeansaesaeanstaeasassaeesennranesanrens 14
RedUCEA COSEDASE FUIES ...ttt et st e s bt e e sbe e e bt e e sabeesbaeesabeesanes 15
Modification of cost base rules & reduced cost base rUIES...........eeeeciiiiiciiiee e 15
MoOdiIfiCation tO GENEIAI FUIB........eiieceeee et e e et e e e et e e e e e bte e e e breeeeeasraeaeesseeasenraeaeennres 15
AMOUNT OF CAPITal GAINSLOSS....veeeveieeireeecteeeeteecetee ettt e et e eeteeeteeeeteeeetaeeeebeeeeteeessteeenteeeesseessesesseesteseasseesnsesenseeas 16
Steps in calculating Net Capital GainN/ LOSS- .....ccvieiueeeiuieeeteeeeteeeeteeeeteeeetteeeeteeeetreeeeteeeeteeeeeteseesseeereseeseeesresenseeas 16
Y 1T T X=E] e [T o o USSR 17
o T =1 I =] 4 ¥ 1T o PSSR 18
Y oJTol L 2 U U 1T o 3] o 1= o ol T3P PPR 18
Before 7.30Ppm EST 20 AUBUSE 1996 .....cciccuiiieeiiiieeeciiteeeeiireeeesateeeestreeessbteeeesasbaeessssaeeesnssaesesssaeesensenessnnsens 18

After 7.30Ppm EST 20 AUGUSE 1996......cciiiiiiieiiiieeeeeiteeeeete e e eete e e e s tte e e s ebaeeeesataeessaasaeeesssseeesnssseeesnnsseesssnsaneean 18



Residence, Source of Income, Business Income, Derivation of Income, CGT
Source of Income

Type of Income Source

Employment Where the contract is performed [MAIN SOURCE] FCT V French
Where the contract is entered into FCT V Mitchum
Where the contract is paid FCT v Evans

Business Where the business takes place
For passive business — where the contract is signed
Might be apportioned Commissioner v Kirk

Interest where obligation to pay interest arose (where the contract is made, where the principal
and interest is repaid)
NOT determined by where the borrower earns the fund to repay the interest.

Dividend where the company paying dividend to the taxpayer made the profits out of which the
dividend is paid Esquires Nominees v FCT

In case of manufacturing/ trading co.; where those activities are carried on = source of
dividend.

Source of Employment Income

FCT V French — AU resident, sent to NZ for work (3 weeks). New Zealand Source. Taxpayer was entitled as an
AU Resident to a foreign tax credit. (Where work was performed - place of contract not particularly significant)
FCT V Mitchum - Famous US Actor signed agreement in Switzerland. Worked in AU for 11 weeks. (The source
of income is not always the where place the work is performed)

FCT v Evans — Doing research in Switzerland, but salary is paid to AU bank. (Paid in AU, so AU sourced)

Source of Business Income

Tariff Reinsurance Ltd v C of T: Contract of reinsurance made in Britain to reinsure Australian insurer.
Held nothing was done in Australia by British Co.; as Australian insurer was British’s Employer/ Agent.
The place of contract = source of income. Source of income might be apportioned in these cases.

Source of dividend income

Esquires Nominees v FCT — distinguished between the source of dividend and source of the money

Held; the source of the dividend was where the central management is which is Norfolk Island Company (the
source of dividend)

Taxable Income on AU Resident VS Non Resident
$6-1(1) — Assessable income consist of ordinary and statutory income

Type of Resident Taxed on
AU RESIDENT $6-5(2), {25(1)(a) —assessable income includes the ordinary income you
(WORLDWIDE Income) derived directly/ indirectly from ALL sources, whether in or out of Australia

during the income year.
$6-10(4), {25(1)(a) — same as above but for statutory income

Not resident $6-5(3), {25(1)(b) - If you are NOT an Australia resident, your assessable

(AU income) income includes the ordinary income you derived directly/ indirectly from all
Australian sources

$6-10(5), {25(1)(b) — same as above but for statutory income.
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