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About this compilation

This compilation

This is a compilation of the Income Tax Assessment Act 1997 as in force on
1 March 2014. It includes any commenced amendment affecting the legislation
to that date.

This compilation was prepared on 1 March 2014.

The notes at the end of this compilation (the endnotes) include information
about amending laws and the amendment history of each amended provision.

Uncommenced amendments

The effect of uncommenced amendments 1s not reflected in the text of the
compiled law but the text of the amendments is included in the endnotes.

Application, saving and transitional provisions for provisions and
amendments

If the operation of a provision or amendment is affected by an application,
saving or transitional provision that is not included in this compilation, details
are included in the endnotes.

Modifications

If a provision of the compiled law is affected by a modification that is in force,
details are included in the endnotes.

Provisions ceasing to have effect

If a provision of the compiled law has expired or otherwise ceased to have
effect in accordance with a provision of the law, details are included in the
endnotes.

Authorised Version C2014C00063 registered 03/03/2014



Contents
Chapter 3—Specialist liability rules

Part 3-3—Capital gains and losses: special topics

Division 124—Replacement-asset roll-overs

Guide to Division 124
124-1 What this Division iS about ........c..ccceeeeveeivenienenencnnenne
124-5 How to find your way around this Division ....................

Subdivision 124-A—General rules
124-10 Your ownership of one CGT asset ends .........c.cceceeeenneene
124-15 Your ownership of more than one CGT asset ends .........
124-20 Share and interest sale facilities

Subdivision 124-B—Asset compulsorily acquired, lost or

destroyed
When a roll-over is available
124-70 Events giving rise to a roll-0ver .........c.cccoceeeevencenennene
124-75 Other requirements if you receive money...........cceeueeueenne
124-80 Other requirements if you receive an asset..........cc.eeueenee
The consequences of a roll-over being available
124-85 Consequences for receiving Money ...........ceceevvereeeneeeeenne
124-90 Consequences for receiving an asset ...........cceeereverveenens
124-95 You receive both money and an asset...........ccoceeeereeeueenne
Subdivision 124-C—Statutory licences
124-140 New statutory liCenCes.......ovvervirieriereerieniieiereeeseene
124-145 Rollover consequences—capital gain or loss
disregarded .........cooeiieiiiniiiee e
124-150 Rollover consequences—partial roll-over ...........cccccueenee
124-155 Roll-over consequences—all original licences
WETE POS-CGT ..ot
124-160 Roll-over consequences—all original licences
WETE Pre-CGT.....oiiiiiiiiiieceeee e
124-165 Roll-over consequences—some original licences
were pre-CGT, others were post-CGT.........ccccoceeveeeennene
Subdivision 124-D—Strata title conversion
124-190 Strata title CONVETrSION .......ccuevverierieeieniieie e
Subdivision 124-E—Exchange of shares or units
124-240 Exchange of shares in the same company ...........ccccc......
124-245 Exchange of units in the same unit trust.............cccceeeee..

Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



Subdivision 124-F—Exchange of rights or options

124-295 Exchange of rights or option to acquire shares in a
COMPAILY «..envevereevineerenreuesenserenteseneetentsseressesenseseseesenssnes
124-300 Exchange of rights or option to acquire units in a
UNIE ETUSE (o

Subdivision 124-G—Exchange of shares in one company for
shares in another company

Guide to Subdivision 124-G

124-350 What this Subdivision is about............ceccevevereiecincne
124-355 Summary of rules ........ccoocevivevieiiiiiiiieceeee
Disposal case
124-360 Disposal of shares in one company for shares in
ANOLhET ONE.....o.veviiiiiiiiccce e
124-365 Other requirements to be satisfied ..........cccoevrverrienens
Redemption or cancellation case
124-370 Redemption or cancellation of shares in one
company for shares in another one...........cccccoeeuenne
124-375 Other requirements to be satisfied ..........cccevereveriienens
Rules applying to both cases
124-380 Requirements to be satisfied in both cases ..................
124-382 Special rules for ADI restructures ..........ceceeeeveneennee.

Consequences for the interposed company unless consolidated
group continues

124-385 Consequences for the interposed company..................

Additional consequences for member if shares are trading stock
or revenue assets

124-390 Deferral of profit or loss on shares ..........cccceeevervienens

Subdivision 124-H—Exchange of units in a unit trust for shares in
a company

Guide to Subdivision 124-H

124-435 What this Subdivision is about........c..ccccecererereennnnne.
124-440 Summary of rules .......c.coveievirienieiee e
Disposal case
124-445 Disposal of units in a unit trust for shares in a
COMPAILY ....evereveriretessereseeseesesesessesesseseseesesesesessesessenes
124-450 Other requirements to be satisfied...........ccoevevverennne.

Redemption or cancellation case
124-455 Redemption or cancellation of units in a unit trust

for shares in a comMpany ............ccceeereereeeeneneeneenenne

23

23

24

26

26
26
27

27

27
28

29

29
30

31
31
32

33
33

34
34

36

36
36
36

37

37
37

38

i

Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



124-460 Other requirements to be satisfied.........cccceeveeverieninenne 39
Rules applying to both cases 40
124-465 Requirements to be satisfied in both cases ...................... 40
Consequences for the company 41
124-470 Consequences for the company ............cceceeceerervenieenenne 41
Subdivision 124-I—Change of incorporation 42
Guide to Subdivision 124-1 42
124-510 What this Subdivision is about..........cccceeerireneneneeenne 42
Object of this Subdivision 43
124-515 Object of this SubdiviSion ..........ccceceeeeeieiiineneseieeenene 43
Change of incorporation without change of entity 43
124-520 Change of incorporation without change of entity .......... 43
Old corporation wound up 45
124-525 Old corporation Wound Up........cceeeeveereenieneenieneeneneenne 45
Special consequences of some roll-overs 47
124-530 Shares in company replacing pre-CGT and
post-CGT mix of interest and rights in body ................... 47
124-535 Rights as member of Indigenous corporation
replacing pre-CGT and post-CGT mix of interest
and rights in body ......coceveeviiniiiiniiieeeeeee 47
Subdivision 124-J—Crown leases 48
Guide to Subdivision 124-J 48
124-570 What this Subdivision is about...........ccccecererenenenecnnne 48

Operative provisions

124-575 Extension or renewal of Crown lease...........ccoevveiecnene
124-580 Meaning of Crown 1ease ............ccceevcevoeeneneesenieneeenne
124-585 Original right differs in area from new right ...................
124-590 Part of original right excised ..........cccceverienennene
124-595 Treating parts of new right as separate assets
124-600 What is the roll-oVer?..........ccccovevenieneinieinneseceee 51
124-605 Change Of [8SSOT .....c.eeveriirieriieieeiieie et 52
Subdivision 124-K—Depreciating assets 52
124-655 Roll-over for depreciating assets .............coccvererereereecne 53
124-660 Right granted to associate..........ccceeeveeerererenienereeecne 53
Subdivision 124-L—Prospecting and mining entitlements 54
Guide to Subdivision 124-L 54
124-700 What this Subdivision is about...........cccecerirenenenenennne 54
Operative provisions 54

Income Tax Assessment Act 1997 iii

Authorised Version C2014C00063 registered 03/03/2014



124-705 Extension or renewal of prospecting or mining
ENLIIEMENT ..ottt 54
124-710 Meaning of prospecting entitlement and mining
CNIEMENT ...ttt 55
124-715 Original entitlement differs in area from new
CNEIEIEMENT ...t 55
124-720 Part of original entitlement excised ..........c.ccccererenecnene 56
124-725 Treating parts of new entitlement as separate
ASSCLS 1uvevtentieitet ettt ettt ettt sttt 56
124-730 What is the roll-over? ..........cocoveieieiiiecceeeeee 57
Subdivision 124-M—Scrip for scrip roll-over 58
Guide to Subdivision 124-M 58
124-775 What this Subdivision is about .........c.cccecevererenenennenne 58
Operative provisions 59
124-780 Replacement of Shares...........cccecveeveviereeniieienesieceeeene 59
124-781 Replacement of trust interests ..........cceceeveeeenereenenienne 62
124-782 Transfer or allocation of cost base of shares
acquired by acquiring entity etC.........ccvceevuereeruereeruennenne 65
124-783 Meaning of significant stakeholder, common
stakeholder, significant stake and common stake ............ 66
124-784 Cost base of equity or debt given by acquiring
entity to ultimate holding company ...........cccceeereereneenne 69
124-784A When arrangement is a 1eStruCture .........cceeveerververueenens 69
124-784B What is the cost base and reduced cost base when
arrangement i a TeStrUCtUIE? ... ...co.eevuerueenienueerieniienieeienne 72
124-784C Cost base of equity or debt given by acquiring
entity to ultimate holding company ............ccceeerverueennenns 75
124-785 What is the 10l1-0Ver?........ccceeoveviieiiniiiienieeseeeceee 76
124-790 Partial roll-0Ver ......cceceviiininiieieec e 77
124-795 EXCEPLIONS ...ttt 77
124-800 Interest received for pre-CGT interest 78
124-810 Certain companies and trusts not regarded as
having 300 members or beneficiaries........c.cccovereerueeeenne 78
Subdivision 124-N—Disposal of assets by a trust to a company 80
Guide to Subdivision 124-N 80
124-850 What this Subdivision is about...........cccecerirenenenennnne 80
Operative provisions 81
124-855 What this Subdivision deals With ..........ccccocevininenencnne 81
124-860 Requirements for roll-OVer ...........cccecceveevinienienienieene 81
124-865 Entities both choose the roll-over............cccoeverenecncne 83
124-870 Roll-over for owner of units or interests in a trust........... 83

v

Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



124-875 Effect on the transferor and transferee..............ccoeevene... 84

Subdivision 124-O—FSR (financial services reform) transitions 85
Same owner roll-overs 86
124-880 Old licence roll-over (Same OWNEr) ..........cceevveecveenevennnen. 86
124-885 Qualified licence roll-over (Same OWNEr) ...........ccevveeueenne 87
124-890 Rights roll-over (Same OWNET).........ccceveerveeeeriereenieaeenne 87
124-895 Consequences of a same owner roll-over............c.ccc.c..... 88

New owner roll-overs

124-900 Old licence roll-over (NeW OWNET)........ccevvverereecreenereennen.
124-905 Qualified licence roll-over (new owner)
124-910 Rights roll-over (NEW OWNET) ......ccceeverienieeienienienieeiene
124-915 Consequences of a new owner roll-over (where

one CGT asset comes t0 an end) ........ccceeeveveereereenennene 93
124-920 Consequences of a new owner roll-over (where

more than one CGT asset comes to an end)..................... 95

Extension of FSR transition period 97

124-925 Special extension of the 10 March 2004 cut-off

date (same owner roll-OVers) .......cc.ceoceveevieneenieneenennenne 97
124-930 Special extension of the 10 March 2004 cut-off

date (new owner roll-OVers)........coccoeeeeererenenenenieneennns 97

Subdivision 124-P—Exchange of a membership interest in an
MDO for a membership interest in another MDO 98

Guide to Subdivision 124-P 98
124-975 What this Subdivision is about...........ccccecerirenenenecnnne 98
Operative provisions 98
124-980 Exchange of membership interests in an MDO ............... 98
124-985 What the roll-over is for post-CGT interests ................... 99
124-990 Partial roll-over .......
124-995 Pre-CGT interests
Subdivision 124-Q—Exchange of stapled ownership interests for
ownership interests in a unit trust 100
Guide to Subdivision 124-Q 100
124-1040 What this Subdivision is about...........cccceeerireneriecncne 100
Operative provisions 101
124-1045 Exchange of stapled securities...........cocceeeverereneeennnne. 101
124-1050 Conditions
124-1055 Consequences of the roll-over for exchanging
INEIMDETS ...ttt eeeeie ettt st te st e e seee e ebeenbeseeenees 103
124-1060 Consequences of the roll-over for interposed trust........ 104

Income Tax Assessment Act 1997 v

Authorised Version C2014C00063 registered 03/03/2014



Subdivision 124-R—Water entitlements
Guide to Subdivision 124-R

124-1100 What this Subdivision is about ...........ccceceeererirenene.
Replacement case
124-1105 Replacement water entitlements roll-over..................
124-1110 Roll-over consequences—capital gain or loss
disregarded ........cooeeiiiiine e
124-1115 Roll-over consequences—partial roll-over.................
124-1120 Roll-over consequences—all original entitlements
POSEECGT ..t
124-1125 Roll-over consequences—all original entitlements
PIe-CGT ..o
124-1130 Roll-over consequences—some original

entitlements pre-CGT, others post-CGT..........cc.c.c...

Reduction case

124-1135 Reduction in water entitlements roll-over ..................
124-1140 Roll-over consequences—capital gain or loss
disregarded .........ooceevuiniiiiinieee e
124-1145 Roll-over consequences—all original entitlements
POSt-CGT ..o
124-1150 Roll-over consequences—some original

entitlements pre-CGT, others post-CGT..........cccc.c...

Variation to CGT asset case

124-1155 Roll-over for variation to CGT asset........c.ceevevenenne
124-1160 Roll-over ConsSequences. .........coeeeuerueeienieneenieeieniens
124-1165 Roll-over consequences—partial roll-over.................

Division 125—Demerger relief
Guide to Division 125

125-1 ‘What this Division is about ...............ccceeeevieeeinieeenn.

Subdivision 125-A—Object of this Division

125-5 Object of this DiVISION .....cc.eecuervieieniieienienienceieiene

Subdivision 125-B—Consequences for owners of interests
Guide to Subdivision 125-B

125-50 Guide to Subdivision 125-B........ccccovecenevineinnnennnn
Operative provisions
125-55 When a roll-over is available for a demerger..............
125-60 Meaning of ownership interest and related terms.......
125-65 Meanings of demerger group, head entity and
demerger SUDSIAIAry ............ccccovveevivcienenieenieeane.

105

105
105

106
106

108
108

109

110

110

111
111

111

112

Vi Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



125-70

Meanings of demerger, demerged entity and

AEMEFGING @NLILY ..ottt 120
125-75 Exceptions to subsection 125-70(2)......ccccevuererienennenne 124
125-80 What is the roll-over? ..........coeveieieiiieiiceeeeene 126
125-85 Cost base adjustments where CGT event happens
but no roll-over choSen.........cccceveeverieiieneeninieencnne. 128
125-90 Cost base adjustments where no CGT event ....... ..129
125-95 No other cost base adjustment after demerger 129
125-100 No further demerger relief in some cases ..........c........... 129
Subdivision 125-C—Consequences for members of demerger
group 130
Guide to Subdivision 125-C 130
125-150 Guide to Subdivision 125-C.......cccccevirininineneieeene 130
Operative provisions 130
125-155 Certain capital gains or losses disregarded for
demerging entity 130
125-160 No CGT event J1 131
125-165 Adjusted capital loss for value shift under a
AEIMETZET ...ttt 131
125-170 Reduced cost base reduction if demerger asset
SUDjeCt t0 TOL-OVET ...c.eeiiiiiieiieieieeteieeeeeee e 131
Subdivision 125-D—Corporate unit trusts and public trading
trusts 132
Guide to Subdivision 125-D 132
125-225 Guide to Subdivision 125-D....c.cccccereinnennccneenenenn 132
Operative provisions 132
125-230 Application of Division to corporate unit trusts and
public trading trustS........ccceevveverieerieeeereseeie e 132
Subdivision 125-E—Miscellaneous 132
125-235 Share and interest sale facilities...........cccccceevvvrerieereennns 132
Division 126—Same-asset roll-overs 134
Guide to Division 126 134
126-1 What this Division is about ...........ccceceveverenenenenecne 134
Subdivision 126-A—Marriage or relationship breakdowns 134
126-5 CGT event involving spouses.............c..c......
126-15 CGT event involving company or trustee
126-20 Subsequent CGT event happening to roll-over

asset where transferor was a CFC or a non-resident

Income Tax Assessment Act 1997 vii

Authorised Version C2014C00063 registered 03/03/2014



126-25 Conditions for the purposes of subsections

126-5(3A) and 126-15(5) .c.evveereereireiieiereeceeeseeenne 141
Subdivision 126-B—Companies in the same wholly-owned group 141
Guide to Subdivision 126-B 141
126-40 What this Subdivision is about............ccecvevverieiereennnne 141
Operative provisions 142
126-45 Roll-over for members of wholly-owned group............ 142
126-50 Requirements for roll-OVer ...........cccoceevevierieneenieneennene 142
126-55 When there is @ 1011-0VeT .......c.cccvevveruieiieiieiecieieeeeen 145
126-60 Consequences 0f rol1-0Ver.........coceveevieneenieneeieeeenns 146
126-75 Originating company is a CFC..... .. 147
126-85 Effect of roll-over on certain liquidations...................... 148
Subdivision 126-C—Changes to trust deeds 150
Guide to Subdivision 126-C 150
126-125 What this Subdivision is about............cccceervercrierieeennen. 150
126-130 Changes to trust deeds........cceveeverierierienieieriee e 150
126-135 Consequences 0f T011-0Ver..........ccceveevieninienennicniene 151
Subdivision 126-D—Small superannuation funds 151
126-140 CGT event involving small superannuation funds......... 152
Subdivision 126-E—Entitlement to shares after demutualisation
and scrip for scrip roll-over 155
Guide to Subdivision 126-E 155
126-185 What this Subdivision is about............cceecvevvereecrereennnne 155
Operative provisions 156
126-190 When there is @ 1011-0Ver.........cccvevverierienieierieieeeenne 156
126-195 Consequences 0f r0l1-0Ver..........ccceveeveniienieneerieneene 156
Subdivision 126-F—Transfer of assets of superannuation funds to
meet licensing requirements 157
Guide to Subdivision 126-F 157
126-200 What this Subdivision is about............ccceevevvereerrereennene 157
Operative provisions 157
126-205 Object of this SUbAIVISION .......evvveieriieiecieiereeieeeene 157
126-210 When there is a roll-over and what its effects are.......... 158
Subdivision 126-G—Transfer of assets between certain trusts 160
Guide to Subdivision 126-G 160
126-215 What this Subdivision is about............cccecvevvereeciereennnne 160
Operative provisions 160

Viii Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



126-220 Object of this SUbAIVISION .......cccvveverveireereiriccrieenienne 160

126-225 When a roll-over may be chosen...........ccccevveeveienecnnen. 161
126-230 Beneficiaries’ entitlements not be discretionary
CC. 1ottt ettt ettt 162
126-235 Exceptions for roll-0Ver..........cccvevverievienieienceeeeene 163
126-240 Consequences for the trusts ........c.ceoeveeeerereneneeeane 164
126-245 Consequences for beneficiaries—general approach
for working out cost base etC.........ccevvrieerenenerieeane 166
126-250 Consequences for beneficiaries—other approach
for working out cost base etC.........cevvrverrirrieneerieneennns 168
126-255 No other cost base etc. adjustment for
DENETICIATICS ....eeuviiieieriieiceiieeeee e 169
126-260 Giving information to beneficiaries..........c.ccocevereeeincnne 169
126-265 Interest sale facilities........coeevuereerierernienieieneeceeene 171
Division 128—Effect of death 173
Guide to Division 128 173
128-1 What this Division is about .........cccceeceevereeneneenencenne. 173
General rules 173
128-10 Capital gain or loss when you die is disregarded........... 173
128-15 Effect on the legal personal representative or
BENETICIAIY ...veeeeieeeiieieteee e 174
128-20 When does an asset pass to a beneficiary? .................... 176
128-25 The beneficiary is a trustee of a superannuation
TUNA ©EC. ..eeeitiiieieteee e 177
Special rules for joint tenants 178
128-50 JOINE tENANTS. ....eeuviiieieriieieeieeie et 178
Division 130—Investments 179
Guide to Division 130 179
130-1 What this Division is about ...........ccceceveveninenencnecne 179
Subdivision 130-A—Bonus shares and units 179
Guide to Subdivision 130-A 179
130-15 Acquisition time and cost base of bonus equities.......... 180
Operative provisions 181
130-20 Issue of bonus shares or UNits.........ccceeveeeveeierieerieneennene 181
Subdivision 130-B—Rights 184
130-40 Exercise of rights ... 185
130-45 TIMING TULES ..ovveneiieiieiieicceee e 188
130-50 Application t0 OPHONS ....cc.eeveervereeeieriieieneienieeeeerieseeenees 188
Subdivision 130-C—Convertible interests 188

Income Tax Assessment Act 1997 ix

Authorised Version C2014C00063 registered 03/03/2014



130-60 Shares or units acquired by converting a

convertible INtErest .........oceevereerieirririneneneeeeeecne
Subdivision 130-D—Employee share schemes
130-75 Objects of SUDAIVISION ....eevveeiieeieieriieieieieceee e
130-80 ESS interests acquired under employee share
SCHEIMES ...t
130-85 Interests in employee share trusts..........cceeeveeveeneennene
130-90 Shares held by employee share trusts................
130-95 Shares and rights in relation to ESS interests ................
130-97 Application of certain provisions of Division 83A........
Subdivision 130-E—Exchangeable interests
130-100 Exchangeable interest..........coveveeieneenenieneneecneene
130-105 Shares acquired in exchange for the disposal or
redemption of an exchangeable interest..............c.c.c.....
Division 132—Leases
132-1 Lessee incurs expenditure to get lease term varied
OF WAIVE....oviiiiiiiciiiciiiecrece e
132-5 Lessor pays lessee for improvements
132-10 Grant of a long-term 1ease ..........ceceveeveneeieneencneenne
132-15 Lessee of land acquires reversionary interest of
LESSOT .
Division 134—Options
134-1 Exercise of Options ........ccceveevieeierienieiesieieseeieseeenens
Division 149—When an asset stops being a pre-CGT asset
Subdivision 149-A—Key concepts
149-10 What is a pre-CGT asset? ......ccceveevenieneneenienienieneenes
149-15 Majority underlying interests in a CGT asset ................

Subdivision 149-B—When asset of non-public entity stops being a

pre-CGT asset
149-25 Which entities are affected .........c.cccceoevenininincncnncne
149-30 Effects if asset no longer has same majority
underlying OWNership..........ccoeevverieeceenienieneeieieeeene
149-35 Cost base elements of asset that stops being a

PIE-CGT SSEL..ccuvieieieniieiieiieie sttt
Subdivision 149-C—When asset of public entity stops being a

pre-CGT asset
149-50 Which entities are affected ...........ccoevevveenncincinenne.
149-55 Entity to give the Commissioner evidence

periodically as to whether asset still has same
majority underlying ownership..........cocccveveveeneenenne

191
191

191
193

...194

195
195

196
196

196
199

199
199
199

200

202
202

205

205
205
205

207
207

207

208

X

Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



149-60 What the evidence must ShOW .........cccooevveeeveicieicneeennnn, 211

149-70 Effects if asset no longer has same majority
underlying oWnership ........coceeeveereniencneenenieneneene, 213
149-75 Cost base elements of asset that stops being a
PIrE-CGT @SSCL......eeriiiriiiiiieieeieeeeeeeete e 213
149-80 No more evidence needed after asset stops being a
PIrE-CGT @SSCL......eevuiiriiiiiieieeiieeeeeee e 213
Subdivision 149-F—How to treat a “demutualised” public entity 213
149-162 Subdivision applies only if entity gives sufficient
EVIAEIICE .. 214
149-165 Members treated as having underlying interests in
assets until demutualisation...........cccceceeerenieneniccnecne 214
149-170 Effect of demutualisation of interposed company ......... 215
Division 152—Small business relief 216
Guide to Division 152 216
152-1 What this Division is about .........c.ccceeeverineneneniencenne 216

Subdivision 152-A—Basic conditions for relief under this Division 217

Guide to Subdivision 152-A 217
152-5 What this Subdivision is about ...........cccceveevereeniencenne. 217
Basic conditions for relief 219
152-10 Basic conditions for relief ........c..ccocevieiiniiiinienencennn. 219
152-12 Special conditions for CGT event D1 222
Maximum net asset value test 222
152-15 Maximum net asset value test.......ccevververeeriereerrereenens 222
152-20 Meaning of net value of the CGT assets .............cc........ 222
Active asset test 224
152-35 ACHIVE @SSEE tESE...evienieiieieeiieie sttt 224
152-40 Meaning of active asSet ...........ccueveeveeeeeevecieneeereereaens 225
152-45 Continuing time periods for involuntary disposals........ 228
Treatment of passively held CGT assets 230
152-47 Spouses or children taken to be affiliates for
certain passively held CGT assets ........cccceevvereeeverennnnne 230
152-48 Working out an entity’s aggregated turnover for

passively held CGT assets.......cccveverueeeieencncnennens

231

152-49 Businesses that are winding up 232
Significant individual test 233
152-50 Significant individual test..........cccooveverniniininicnene 233

152-55 Meaning of significant individual............................... 233

CGT concession stakeholder 233
Income Tax Assessment Act 1997  xi

Authorised Version C2014C00063 registered 03/03/2014



152-60 Meaning of CGT concession stakeholder ...................... 233
Small business participation percentage 233
152-65 Small business participation percentage ................c....... 233
152-70 Direct small business participation percentage.............. 234
152-75 Indirect small business participation percentage ........... 236
Nomination of controllers of discretionary trust 237
152-78 Trustee of discretionary trust may nominate

beneficiaries to be controllers of trust ............cccceveeeeee. 237

CGT event happens to asset or interest within 2 years of an

individual’s death 238

152-80 CGT event happens to an asset or interest within 2
years of individual’s death..........cccccoeeveverienenieniennnn. 238
Subdivision 152-B—Small business 15-year exemption 239
Guide to Subdivision 152-B 239
152-100 What this Subdivision is about............cccceeevveecirenieeennen. 239
152-105 15-year exemption for individuals...........ccccocenenenennnne. 241
152-110 15-year exemption for companies and trusts 241
152-115 Continuing time periods for involuntary disposals........ 242

152-125 Payments to company’s or trust’s CGT concession
stakeholders are eXempt .........ccceecvereriveneecieneeieseeienne 243
Subdivision 152-C—Small business 50% reduction 245
Guide to Subdivision 152-C 245
152-200 What this Subdivision is about...........ccccecererererieeecne 245
152-205 You get the small business 50% reduction..................... 246

152-210 You may also get the small business retirement

exemption and small business roll-over relief ............... 246
152-215 15-year rule has priority .......c.ccocceeveveeieneenenieeneenne. 246
152-220 You may choose not to apply this Subdivision 246
Subdivision 152-D—Small business retirement exemption 247
Guide to Subdivision 152-D 247
152-300 What this Subdivision is about...........cccceveererurereneenne. 247
152-305 Choosing the eXemption ...........cceevereerieneerieneesieneenens 247
152-310 Consequences 0f ChOICe ......cccuevueeierieeviiniieienieieeeene 249
152-315 Choosing the amount to disregard ...........cccoeevereecncnne 249
152-320 Meaning of CGT retirement exemption limit................. 250
152-325 Company or trust CONditions .........c.ceceeeruererienereenecne 251
152-330 15-year rule has priority ..........cccceeveveerieneesienieeneenne. 253
Subdivision 152-E—Small business roll-over 253
Guide to Subdivision 152-E 253

Xii Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



152-400

Operative provisions
152-410
152-415
152-420

152-430

What this Subdivision is about............ccceevveeverivrrennnnn. 253

254
When you can obtain the roll-over ............cccceeeeeenee. 254
What the roll-over consists Of..........ccccoeerverieneenienennn. 254
Rules where an individual who has obtained a
TOII-OVET dI€S ...eovvieieieceieiceee e 255
15-year rule has priority .........cccceeveveevieneenieeieieneennn. 255

Income Tax Assessment Act 1997 Xiii

Authorised Version C2014C00063 registered 03/03/2014



Authorised Version C2014C00063 registered 03/03/2014



Specialist liability rules Chapter 3
Capital gains and losses: special topics Part 3-3
Replacement-asset roll-overs Division 124

Chapter 3—Specialist liability rules

Part 3-3—Capital gains and losses: special topics

Division 124—Replacement-asset roll-overs

Table of Subdivisions

124-A
124-B
124-C
124-D
124-E
124-F
124-G

124-H
124-1
124-]
124-K
124-L
124-M
124-N
124-O
124-P

124-Q

124-R

Guide to Division 124

General rules

Asset compulsorily acquired, lost or destroyed
Statutory licences

Strata title conversion

Exchange of shares or units

Exchange of rights or options

Exchange of shares in one company for shares in another
company

Exchange of units in a unit trust for shares in a company
Change of incorporation

Crown leases

Depreciating assets

Prospecting and mining entitlements

Scrip for scrip roll-over

Disposal of assets by a trust to a company

FSR (financial services reform) transitions

Exchange of a membership interest in an MDO for a
membership interest in another MDO

Exchange of stapled ownership interests for ownership
interests in a unit trust

Water entitlements

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.

Income Tax Assessment Act 1997 1

Authorised Version C2014C00063 registered 03/03/2014
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Division 124 Replacement-asset roll-overs

Section 124-1

Guide to Division

124

124-1 What this Division is about

A replacement-asset roll-over allows you, in special cases, to defer
the making of a capital gain or loss from one CGT event until a
later CGT event happens. It involves your ownership of one CGT
asset ending and you acquiring another one.

124-5 How to find your way around this Division

(1) First, find out if you can obtain a roll-over when your ownership of
one or more CGT assets ends and you acquire one or more CGT
assets: see Subdivisions 124-B to 124-R.

Note 1:

Note 2:

If you carry on a small business, you may also be able to obtain a
roll-over under Subdivision 152-E.

Subdivision 124-O (about FSR transitions) also provides for roll-overs
in situations where a replacement CGT asset is acquired by a new
owner.

(2) Second, find out what the consequences are for being able to obtain
a roll-over: see Subdivision 124-A.

Note:

The consequences of a scrip for scrip roll-over are set out in
Subdivision 124-M. The consequences of replacing a statutory licence
by a new statutory licence are set out in Subdivision 124-C. The
consequences of the new owner roll-overs in Subdivision 124-O
(about FSR transitions) are set out in that Subdivision. The
consequences of an exchange of a membership interest in an MDO are
set out in Subdivision 124-P. The consequences of an exchange of
stapled ownership interests are set out in Subdivision 124-Q. The
consequences of a roll-over for water entitlements are set out in
Subdivision 124-R.

(3) Third, find out if there are any special rules relevant to your

situation:
roll-over.

see the Subdivision under which you can get the

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-10

Subdivision 124-A—General rules

Table of sections

124-10  Your ownership of one CGT asset ends
124-15  Your ownership of more than one CGT asset ends

124-20 Share and interest sale facilities

124-10 Your ownership of one CGT asset ends

(1

(1A)

2

3)

There are these consequences (in most cases) if you can obtain a
roll-over when your ownership of a “*CGT asset (the original asset)
ends and you *acquire one or more CGT assets (the new assets) in
a situation covered by this Division.

A “car, motor cycle or similar vehicle must not be one of the new
assets.

A “capital gain or a *capital loss you make from the original asset
is disregarded.

If you *acquired the original asset on or after 20 September 1985,
the first element of each new asset’s “cost base is:

The original asset’s cost base
(worked out when your ownership of it ended)

Number of new assets

The first element of each new asset’s *reduced cost base is worked
out similarly.

Note 1: In some cases the amount you paid to acquire the new asset also forms
part of the first element: see Subdivision 124-D (about strata title
conversion) and Subdivision 124-O (about FSR transitions).

Note 2: There are modifications to the consequences in Subdivision 124-B
(about compulsory acquisition, loss or destruction),
Subdivision 124-C (about statutory licences), Subdivision 124-]J
(about Crown leases), Subdivision 124-L (about prospecting and
mining) and Subdivision 124-O (about FSR transitions).

Note 3:  No other elements of the cost base of the new asset are affected by the
roll-over.

Note 4: There are special indexation rules for roll-overs: see Division 114.

Note 5: The reduced cost base may be modified for a roll-over happening after

a demerger: see section 125-170.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-15

4)

)

If you *acquired the original asset before 20 September 1985, you
are taken to have acquired each new asset before that day.
Note: A capital gain or loss you make from a CGT asset you acquired before

20 September 1985 is generally disregarded: see Division 104. This
exemption is removed in some situations: see Division 149.

However, subsection (4) is taken never to have applied to a *share
to which subsection 104-195(6) applies (CGT event J4).

124-15 Your ownership of more than one CGT asset ends

(1

(1A)

2

3)

4

There are these consequences (in most cases) if you can obtain a
roll-over when your ownership of more than one *CGT asset (the
original assets) ends and you acquire one or more CGT assets (the
new assets) in a situation covered by this Division.

Example: You own 100 shares in a company. The company cancels these shares
and issues you with 10 shares in return.

A *car, motor cycle or similar vehicle must not be one of the new
assets.

A *capital gain or a *capital loss you make from each original asset
is disregarded.

If you *acquired all the original assets on or after 20 September
1985, the first element of each new asset’s cost base is:

The total of the cost bases of all the original assets
(worked out when your ownership of them ended)

Number of new assets

The first element of each new asset’s *reduced cost base is worked
out similarly.

Note 1:  No other elements of the cost base of the new asset are affected by the
roll-over.
Note 2: There are special indexation rules for roll-overs: see Division 114.

If you *acquired all the original assets before 20 September 1985,
you are taken to have acquired each new asset before that day.
Note: A capital gain or loss you make from a CGT asset you acquired before

20 September 1985 is generally disregarded: see Division 104. This
exemption is removed in some situations: see Division 149.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-15

(5) If you *acquired some of the original assets before 20 September
1985, you are taken to have acquired a number of new assets
before that day. It is the maximum possible that does not exceed:

The number of original assets you
*acquired before 20 September 1985

The number of new assets x —
The total number of original assets

If the result is less than one, none of the new assets are taken to
have been *acquired before 20 September 1985.
Example: To continue the example, suppose you acquired 67 of the 100 original

shares before 20 September 1985. The number of new shares that you
are taken to have acquired before that day cannot exceed:

10 x o7 = 6.7
100

So, you are taken to have acquired 6 of the 10 shares before that day.
Note: Subdivision 124-O provides a different rule for FSR transitions.

(6) These rules are relevant to each remaining new asset. The first
element of each one’s *cost base is:

The total of the cost bases of all the original assets
that you *acquired on or after 20 September 1985
(worked out when your ownership of them ended)

Number of remaining new assets

The first element of each one’s *reduced cost base is worked out
similarly.
Note: There are special indexation rules for roll-overs: see Division 114.

Example: To continue the example, suppose the total of the cost bases of the 33
shares you acquired on or after 20 September 1985 is $400.

The first element of the cost base of each of the remaining 4 shares is:

$400
4

= §100

The first element of the reduced cost base of those 4 shares is worked
out similarly.

(7) However, subsections (4) and (5) are taken never to have applied to
a "share to which subsection 104-195(6) applies (CGT event J4).

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-20

124-20 Share and interest sale facilities

Share and interest sale facilities

(1) An entity (the investor) is treated as owning an *ownership interest
(the roll-over interest) in a company or trust (the issuer) at a time
(the deeming time), if:

(a) the investor owned an ownership interest (the original
interest) in a company or trust; and

(b) atransaction happened in relation to the original interest; and

(c) because:

(i) a *foreign law impedes the ability of the issuer to issue
or transfer the roll-over interest to the investor; or

(ii) it would be impractical or unreasonably onerous to
determine whether a foreign law impedes the ability of
the issuer to issue or transfer the roll-over interest to the
investor;

it is *arranged that the issuer will issue or transfer the
roll-over interest to another entity (the facility) under the
transaction instead of to the investor; and

(d) in accordance with that arrangement and as a result of the
transaction, the facility:

(1) becomes the owner of the roll-over interest; and

(i) owns the roll-over interest at the deeming time; and

(e) under the arrangement, the investor is entitled to receive from
the facility:

(i) an amount equivalent to the *capital proceeds of any
*CGT event that happens in relation to the roll-over
interest (less expenses); or

(i1) ifa CGT event happens in relation to the roll-over
interest together with CGT events happening in relation
to other ownership interests—an amount equivalent to
the investor’s proportion of the total capital proceeds of
the CGT events (less expenses).

(2) The facility is treated as not owning the roll-over interest at the
deeming time.

(3) This section applies for the purposes of:

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-20

(a) applying one of the following provisions (the roll-over
provision) in relation to the transaction:
(i) Subdivision 124-G (Exchange of shares in one company
for shares in another company);
(i) Subdivision 124-H (Exchange of units in a unit trust for
shares in a company);
(iii) Subdivision 124-I (Change of incorporation);
(iv) Subdivision 124-N (Disposal of assets by a trust to a
company);
(v) Subdivision 124-Q (Exchange of stapled ownership
interests for ownership interests in a unit trust); and
(b) the following provisions, to the extent that they relate to a
roll-over under the roll-over provision that involves the
transaction:
(1) item 2 of the table in subsection 115-30(1);
(i1) sections 124-10 and 124-15.

Incorporated bodies

(4) Without limiting this section, it also has effect, in a case covered
by subparagraph (3)(a)(iii) (about Subdivision 124-]), as if each
reference in this section to an *ownership interest in a company or
trust were a reference to:

(a) an interest in an incorporated body; and

(b) any rights relating to the body owned by the entity that owns
that interest.

(5) This section applies, in a case covered by subparagraph (3)(a)(iii)
(about Subdivision 124-I), in relation to rights as a “member of a
company incorporated under the Corporations (Aboriginal and
Torres Strait Islander) Act 2006 in the same way as it applies in
relation to *shares in a company.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-70

Subdivision 124-B—Asset compulsorily acquired, lost or
destroyed

Table of sections

When a roll-over is available

124-70  Events giving rise to a roll-over
124-75  Other requirements if you receive money
124-80  Other requirements if you receive an asset

The consequences of a roll-over being available

124-85  Consequences for receiving money
124-90  Consequences for receiving an asset
124-95  You receive both money and an asset

When a roll-over is available

124-70 Events giving rise to a roll-over

(1) You may be able to choose a roll-over if one of these events
happens to a *CGT asset (the original asset) you own:

(a) it is compulsorily *acquired by an *Australian government
agency;

(aa) it is compulsorily acquired by an entity (other than an
Australian government agency or a “foreign government
agency) under a power of compulsory acquisition conferred
by a law covered under subsection (1A);

(b) it, or part of it, is lost or destroyed;

(¢) you *dispose of it to an entity (other than a foreign
government agency) in circumstances meeting all of these
conditions:

(1) the disposal takes place after a notice was served on you
by or on behalf of the entity;
(i1) the notice invited you to negotiate with the entity with a
view to the entity acquiring the asset by agreement;
(iii) the notice informed you that if the negotiations were
unsuccessful, the asset would be compulsorily acquired
by the entity;

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-70

(iv) the compulsory acquisition would have been under a
power of compulsory acquisition conferred by a law
covered under subsection (1A);

(ca) you dispose of it to an entity (other than a foreign
government agency) in circumstances meeting all of these
conditions:

(1) the asset is land over which a mining lease was
compulsorily granted;
(i1) the lease significantly affected your use of the land;

(iii) the lease was in force just before the disposal;

(iv) the entity to which you dispose of the land was the
lessee under the lease;

(cb) you dispose of it to an entity (other than a foreign
government agency) in circumstances meeting all of these
conditions:

(i) the asset is land over which a mining lease would have
been compulsorily granted if you had not disposed of it;

(i1) that lease would have significantly affected your use of
the land;

(iii) the entity to which you dispose of the land would have
been the lessee under the lease.

(d) ifitis a lease granted to you by an *Australian government
agency under an “Australian law—the lease expires and is
not renewed.

Note 1: There are no roll-over consequences if you make a capital loss from
the event.

Note 2: Section 103-25 tells you when you have to make the choice.

(1A) A law is covered under this subsection if it is:

(a) an *Australian law (other than Chapter 6A of the
Corporations Act 2001); or

(b) a *foreign law (other than a foreign law corresponding to
Chapter 6A of the Corporations Act 2001).

(2) You must receive money or another *CGT asset (except a “car,
motor cycle or similar vehicle), or both:

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-75

(a) as compensation for the event happening; or
(b) under an insurance policy against the risk of loss or
destruction of the original asset.
Note: There are other requirements that must be satisfied if:
e youreceive money: see section 124-75; or

e  you receive another CGT asset: see section 124-80.

(3) The requirement in subsection (4) must be satisfied if:
(a) you are a foreign resident just before the event happens; or

(b) you are the trustee of a trust that is a *foreign trust for CGT
purposes for the income year in which the event happens.

(4) The original asset must be *taxable Australian property just before
the event happens. The other asset must be taxable Australian
property just after you *acquire it.

124-75 Other requirements if you receive money

(1) If you receive money for the event happening, you can choose to
obtain a roll-over only if these other requirements are satisfied.

Note: The roll-over consequences are set out in section 124-85.

(2) You must:

(a) incur expenditure in *acquiring another *CGT asset (except a
*depreciating asset whose decline in value is worked out
under Division 40 or deductions for which are calculated
under Division 328); or

(b) if part of the original asset is lost or destroyed—incur
expenditure of a capital nature in repairing or restoring it.

(3) At least some of the expenditure must be incurred:

(2) no earlier than one year, or within such further time as the
Commissioner allows in special circumstances, before the
event happens; or

(b) no later than one year, or within such further time as the
Commissioner allows in special circumstances, after the end
of the income year in which the event happens.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-80

Special rules if you acquire another asset

(4) If just before the event happened the original asset:
(a) was used in your *business; or
(b) was “installed ready for use in your business; or
(c) was in the process of being “installed ready for use in your
business;

the other asset must be used in the business, or be installed ready
for use in the business, for a reasonable time after you *acquired it.

Otherwise, you must use the other asset (for a reasonable time after
you *acquired it) for the same purpose as, or for a similar purpose
to, the purpose for which you used the original asset just before the
event happened.

(5) The other asset cannot become an item of your *trading stock just
after you "acquire it, nor can it be a *depreciating asset whose
decline in value is worked out under Division 40 or deductions for
which are calculated under Division 328.

(6) The other asset cannot become a “registered emissions unit *held
by you just after you *acquire it.

124-80 Other requirements if you receive an asset

(1) If you receive another *CGT asset for the event happening, you can
choose to obtain a roll-over only if these other requirements are
satisfied.

Note: The roll-over consequences are set out in section 124-90.

(2) The other asset cannot become an item of your “trading stock just
after you *acquire it, nor can it be a *depreciating asset whose
decline in value is worked out under Division 40 or deductions for
which are calculated under Division 328 nor can it be a *registered
emissions unit.

(3) The *market value of the other asset (when you *acquire it) must be
more than the *cost base of the original asset just before the event
happens.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-85

The consequences of a roll-over being available

124-85 Consequences for receiving money

(1) If you receive money for the event happening, there are these
consequences if you choose to obtain a roll-over.

Original asset acquired on or after 20 September 1985

(2) If you make a *capital gain from the event, this table sets out in
what situations the gain is reduced, not reduced or disregarded.

It also sets out in what situations the expenditure you incurred to
*acquire another *CGT asset or to repair or restore the original

asset is reduced.

You make a capital gain from the event

Item

In this situation:

There are these consequences

1

The money exceeds the expenditure
you incurred to “acquire another
CGT asset or to repair or restore the
original asset

If the gain is more than the excess:

(a) the gain is reduced to the amount
by which the money exceeds that
expenditure; and

(b) that expenditure is reduced by the
amount by which the gain (before
it is reduced) is more than the
excess

The money exceeds that
expenditure

If the gain is less than or equal to the
excess, the gain is not reduced

The money does not exceed that
expenditure

The gain is disregarded in working
out your “net capital gain or “net
capital loss for the income year. That
expenditure is reduced by the amount
of the gain

Example:

In 1999 Simon bought a small factory. In 2000 a fire destroys part of

it. He receives $100,000 under an insurance policy.

The capital gain is worked out under section 112-30.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-85

Suppose the factory’s cost base at the time of the fire is $75,000 and
the market value of the part that is not destroyed is $150,000. The cost
base of the part that is destroyed is:

$100,000

$75,000 x
$100,000 + $150,000

= $30,000

The capital gain is:
$100,000 — $30,000 = $70,000

Case 1

Suppose Simon spent $80,000 on repairing the factory. The money he
received under the insurance policy exceeds the repair cost by
$20,000. The gain exceeds that by $50,000.

The result is that the gain is reduced to $20,000 and the $80,000 he
spent on repairs is reduced to $30,000.

Case 2

Suppose Simon spent $15,000 on repairs instead. The money he
received under the policy exceeds that amount by $85,000. This is
more than the gain he made.

The gain is relevant to working out Simon’s net capital gain or loss for
the income year and the $15,000 he spent on repairs forms part of the
factory’s cost base.

Case 3

Suppose Simon spent $120,000 on repairs instead. The gain is
disregarded and the $120,000 is reduced to $50,000.

Original asset acquired before 20 September 1985

(3) If you *acquired the original asset before 20 September 1985 and
you incurred expenditure in acquiring another *CGT asset, you are
taken to have acquired the other asset before that day if:

(a) the expenditure is not more than 120% of the *market value
of the original asset when the event happened; or

(b) anatural disaster happened so that the original asset, or part
of'it, is lost or destroyed and it is reasonable to treat the other
asset as substantially the same as the original asset.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-90

(4) If you *acquired the original asset before 20 September 1985 and
you incurred expenditure of a capital nature in repairing or
restoring it, you are taken to have acquired the original asset (as
repaired or restored) before that day.

124-90 Consequences for receiving an asset

(1) If you receive another *CGT asset for the event happening, there
are these consequences if you choose to obtain a roll-over.

(2) A *capital gain you make from the original asset is disregarded.

(3) If you *"acquired the original asset on or after 20 September 1985:
(a) the first element of the other asset’s *cost base is the original
asset’s cost base at the time of the event; and
(b) the first element of the other asset’s *reduced cost base is the
original asset’s reduced cost base at the time of the event.

Note: There are special indexation rules for roll-overs: see Division 114.

Example: Steven bought land in 1999 for $100,000. In 2001 the government
compulsorily acquires the land and gives him new land in return.

A capital gain he makes from the original land is disregarded. Suppose
the original land’s cost base when it is acquired is $120,000. The first
element of the new land’s cost base becomes $120,000.

(4) If you acquired the original asset before 20 September 1985, you
are taken to have *acquired the other asset before that day.

124-95 You receive both money and an asset

(1) If you receive both money and another *CGT asset for the event
happening and choose to obtain a roll-over, the requirements and
consequences are different for each part of the compensation
attributable to the original asset (having regard to the amount of
money and the “market value of the other asset).

The other asset as a part of compensation

(2) The *market value of the other asset (when you *acquire it) must be
more than that part of the *cost base of the original asset that is
attributable to the new asset.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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Section 124-95

Note: This requirement is different to that in subsection 124-80(3). It
requires a proportional attribution of the cost base of the
original asset.

(3) If you *acquired the original asset on or after 20 September 1985:

(a) the first element of the other asset’s *cost base is that
part of the original asset’s cost base at the time of the
event that is attributable to the new asset; and

(b) the first element of the other asset’s *reduced cost base
is worked out similarly.
Note: These consequences are different to those in subsection

124-90(3). They require a proportional attribution of the cost
base of the original asset.

(4) If you *acquired the original asset before 20 September 1985, you
are taken to have acquired the new asset before that day.

Money as a part of compensation

(5) If you make a *capital gain from the event, this table sets out in
what situations that part of the gain on the original asset that is
attributable to the amount of money you received is reduced, not
reduced or disregarded.

It also sets out in what situations the expenditure you incurred to
*acquire another *CGT asset or to repair or restore the original
asset is reduced.

You make a capital gain from the event

Item In this situation: There are these consequences

1 The money exceeds the expenditure If that part of the gain that is
you incurred to “acquire another attributable to the amount of money is
CGT asset or to repair or restore the more than the excess:
original asset (a) that part of the gain is reduced to

the amount by which the money
exceeds that expenditure; and

(b) that expenditure is reduced by the
amount by which that part of the
gain (before it is reduced) is more
than the excess
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You make a capital gain from the event

Item In this situation: There are these consequences
2 The money exceeds that If that part of the gain that is
expenditure attributable to the amount of money is
less than or equal to the excess, the
gain is not reduced
3 The money does not exceed that That part of the gain that is

expenditure

attributable to the amount of money is
disregarded in working out your “net
capital gain or “net capital loss for the
income year. That expenditure is
reduced by the amount of that part of
the gain

Note: These consequences are different to those in subsection
124-85(2). They require a proportional attribution of capital

gain on the original asset.

(6) If you *acquired the original asset before 20 September 1985 and
you incurred expenditure in acquiring another “*CGT asset, you are
taken to have acquired the other asset before that day if:

(a) the expenditure you incurred in acquiring the other
asset is not more than 120% of the *market value of
that part of the original asset that is attributable to the
other asset when the event happened; or

(b) anatural disaster happened so that the original asset, or
part of it, is lost or destroyed and it is reasonable to
treat the other asset as substantially the same as that
part of the original asset that is attributable to the new

asset.

Note 1: The consequences in paragraph (6)(a) are different to those in
paragraph 124-85(3)(a). They require a proportional
attribution of the market value of the original asset.

Note 2: The consequences in paragraph (6)(b) are different to those in
paragraph 124-85(3)(b). They require a proportional
attribution of the original asset.

Example: Kris owns land, which he acquired in 1998. It is compulsorily
acquired, and Kris receives $80,000 in cash and replacement
land with a market value of $80,000.

The cost base of the original land is $150,000.
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Kris buys additional land for $80,000.

Subsection (2) is satisfied because the market value of the
replacement land ($80,000) is more than the part of the cost
base of the original land that is attributable to the replacement
land:

50% x $150,000 = $75,000

Applying subsection (5), the other part of the gain is
disregarded, and the first element of the cost base of the
replacement land is the part of the cost base of the original
land that is attributable to the replacement land:

50% x $150,000 = $75,000

Applying subsection (3), the money he received ($80,000) is
the same as the expenditure he incurred to buy the additional
land. Item 3 in the table applies. The part of the gain that is
attributable to that money is disregarded:

50% x $10,000 = $5,000

The expenditure is reduced by $5,000.

Subdivision 124-C—Statutory licences

124-140 New statutory licences

(1) There is a roll-over if:

(a) your ownership of one or more “statutory licences (each of
which is an original licence) ends, resulting in *CGT event
C2 happening to the licence (or to each of the licences as part
of an *arrangement); and

(b) as aresult of the CGT event or events, you are issued one or
more new licences (each of which is a new licence) for the
original licence (or original licences); and

(c) the new licence authorises (or the new licences taken
together authorise) substantially similar activity as that
authorised by the original licence (or by the original licences
taken together).

Note 1: If there has been a capital improvement to the original licence: see
section 108-75.
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Note 2: Subdivision 124-C of the Income Tax (Transitional Provisions) Act
1997 modifies this roll-over for certain water-related licences. A
separate roll-over for other water entitlements is provided in
Subdivision 124-R of this Act.

(1A) If:

(a) you are a foreign resident just before the *CGT event
happens (or just before one or more of the CGT events
happens); or

(b) you are the trustee of a trust that is a *foreign trust for CGT
purposes for the income year in which the event happens (or
for an income year in which one or more of those events
happens);

there is no roll-over under this section unless the conditions in
subsection (1B) are satisfied.

(1B) The conditions are that:

(a) if there was only one original licence—the licence must be
*taxable Australian property just before the *CGT event
happens; and

(b) if there was more than one original licence—each original
licence must be taxable Australian property just before the
CGT event in relation to it happens; and

(c) if there is only one new licence—the licence must be taxable
Australian property just after you “acquire it; and

(d) if there is more than one new licence—each new licence
must be taxable Australian property just after you acquire it.

(2) The first element of the “cost base and *reduced cost base of the
new licence includes any amount you paid to get it (which can
include giving property: see section 103-5).

(3) A statutory licence is an authority, licence, permit or quota (except
a lease or a “mining entitlement or *prospecting entitlement)
granted by:

(a) an "Australian government agency under an *Australian law;
or

(b) a *foreign government agency under a *foreign law.
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124-145 Rollover consequences—capital gain or loss disregarded

A “capital gain or *capital loss you make from the original licence
(or from each of the original licences) is disregarded.

124-150 Rollover consequences—partial roll-over

(1) You can obtain only a partial roll-over in relation to an original
licence if the *capital proceeds for that licence includes something
(the ineligible proceeds) other than a new licence or new licences.
There is no roll-over for that part (the ineligible part) of the licence
for which you received the ineligible proceeds.

Note: If there is more than one original licence, some or all of those original
licences may each have an ineligible part.

(2) The *cost base of the ineligible part is that part of the cost base of
the original licence as is reasonably attributable to the ineligible
part.

(3) The *reduced cost base of the ineligible part is that part of the
reduced cost base of the original licence as is reasonably
attributable to the ineligible part.

(4) For the purposes of sections 124-155 and 124-165, for each
original licence that has an ineligible part:

(a) reduce the *cost base of that licence (just before the *CGT
event that happened in relation to it) by so much of that cost
base as is attributable to that ineligible part; and

(b) reduce the *reduced cost base of that licence (just before the
CGT event that happened in relation to it) by so much of that
reduced cost base as is attributable to that ineligible part.

124-155 Roll-over consequences—all original licences were
post-CGT

(1) This section applies if you *acquired the original licence (or all of
the original licences) on or after 20 September 1985.

(2) The first element of the *cost base of the new licence (or of each of
the new licences) is such amount as is reasonable having regard to:

(a) the total of the cost bases of all the original licences; and
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(b) the number, *market value and character of the original
licences; and
(c) the number, market value and character of the new licences.

(3) The first element of the *reduced cost base of the new licence (or
of each of the new licences) is such amount as is reasonable having
regard to:

(a) the total of the reduced cost bases of all the original licences;
and

(b) the number, *market value and character of the original
licences; and

(c) the number, market value and character of the new licences.

124-160 Roll-over consequences—all original licences were pre-CGT

If you *acquired the original licence (or all of the original licences)
before 20 September 1985, you are taken to have acquired the new
licence (or all of the new licences) before that day.

124-165 Roll-over consequences—some original licences were
pre-CGT, others were post-CGT

(1) This section applies if:
(a) there was more than one original licence; and
(b) you “acquired one or more of the original licences before
20 September 1985; and
(c) you acquired one or more of the original licences on or after
that day.

(2) Each new licence is taken to be 2 separate “CGT assets that are
both *statutory licences:
(a) one (which you are taken to have *acquired on or after
20 September 1985) representing the extent to which you
acquired the original licences on or after that day; and
(b) another (which you are taken to have acquired before that
day) representing the extent to which you acquired the
original licences before that day.
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(3) The first element of the *cost base and *reduced cost base of the
*CGT asset mentioned in paragraph (2)(a) in relation to a new
licence is worked out under the formula:

Total post-CGT cost base x Market value of new licence

Market value of all new licences
where:

market value of all new licences is the total of the *market values
of all of the new licences.

market value of new licence is the *market value of the new
licence to which the *CGT asset mentioned in paragraph (2)(a)
relates.

total post-CGT cost base is the total of the *cost bases of all the
original licences that you *acquired on or after 20 September 1985.

Subdivision 124-D—Strata title conversion

124-190 Strata title conversion

(1) You can choose to obtain a roll-over if:
(a) you own property that gives you a right to occupy a unit in a
building; and
(b) the building’s owner subdivides it into *stratum units; and

(c) the owner transfers to you the stratum unit that corresponds
to the unit you had the right to occupy just before the
subdivision.

Note 1: The roll-over consequences are set out in section 124-10. The original

asset is the property that gave you the right to occupy a unit in the
building. The new asset is the stratum unit.

Note 2: Section 103-25 tells you when you have to make the choice.
(2) The first element of the *cost base and *reduced cost base of the

*stratum unit includes any amount you paid to get it (which can
include giving property: see section 103-5).

Note: The rest of the first element is worked out under Subdivision 124-A.
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(3) A stratum unit is a lot or unit (however described in an *Australian
law or a *foreign law relating to strata title or similar title) and any
accompanying common property.

Subdivision 124-E—Exchange of shares or units

Table of sections

124-240 Exchange of shares in the same company
124-245 Exchange of units in the same unit trust

124-240 Exchange of shares in the same company

You can choose to obtain a roll-over if:
(a) you own “shares (the original shares) of a certain class in a
company; and
(b) the company redeems or cancels all shares of that class; and
(c) the company issues you with new shares (and you receive
nothing else) in substitution for the original shares; and
(d) the *market value of the new shares just after they were
issued is at least equal to the market value of the original
shares just before they were redeemed or cancelled; and
(e) the *paid-up share capital of the company just after the new
shares were issued is the same as just before the original
shares were redeemed or cancelled; and
(f) one of these requirements is satisfied:
(1) you are an Australian resident at the time of the
redemption or cancellation; or
(i1) if you are a foreign resident at that time—the original
shares were “taxable Australian property just before that
time and the new shares are taxable Australian property
when they are issued.

Note 1: The roll-over consequences are set out in Subdivision 124-A. The
original assets are the original shares. The new assets are the new
shares.

Note 2: Section 103-25 tells you when you have to make the choice.
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124-245 Exchange of units in the same unit trust

You can choose to obtain a roll-over if:

(a) you own units (the original units) of a certain class in a unit
trust; and

(b) the trustee redeems or cancels all units of that class; and

(c) the trustee issues you with new units (and you receive
nothing else) in substitution for the original units; and

(d) the *market value of the new units just after they were issued
is at least equal to the market value of the original units just
before they were redeemed or cancelled; and

(e) one of these requirements is satisfied:

(i) you are an Australian resident at the time of the
redemption or cancellation; or

(i1) if you are a foreign resident at that time—the original
units were “taxable Australian property just before that
time and the new units are taxable Australian property
when they are issued.

Note: The roll-over consequences are set out in Subdivision 124-A. The
original assets are the original units. The new assets are the new units.

Subdivision 124-F—Exchange of rights or options

Table of sections

124-295 Exchange of rights or option to acquire shares in a company
124-300 Exchange of rights or option to acquire units in a unit trust

124-295 Exchange of rights or option to acquire shares in a company

(1) You can choose to obtain a roll-over if:

(a) you own rights (the original rights) to *acquire “shares in a
company or to acquire an option to acquire *shares in a
company; or

(b) you own an option (the original option) to acquire “shares in
a company;

and these other requirements are satisfied.

Note: Section 103-25 tells you when you have to make the choice.
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(2) The *shares must:

(a) be consolidated and divided into new shares of a larger
amount; or

(b) be subdivided into new shares of a smaller amount.

(3) The company must cancel the original rights or original option
because of the consolidation or subdivision.

(4) The company must:

(a) issue you with new rights (relating to the new “shares) in
substitution for the original rights; or

(b) issue you with a new option (relating to the new shares) in
substitution for the original option.

(5) You must receive nothing else in substitution for the original rights
or original option.

(6) The *market value of the new rights or new option just after it was
issued must be at least equal to the market value of the original
rights or original option just before it was cancelled.

(7) One of these requirements must be satisfied:

(a) you must be an Australian resident at the time of the
cancellation; or

(b) if you are a foreign resident at that time:

(i) the original rights or original option were “taxable
Australian property just before that time; and

(i1) the new rights or new option are taxable Australian
property when they are issued.

Note: The roll-over consequences are set out in Subdivision 124-A. The
original asset is the original rights or original option. The new asset is
the new rights or new option.

124-300 Exchange of rights or option to acquire units in a unit trust

(1) You can choose to obtain a roll-over if:

(a) you own rights (the original rights) to *acquire units in a unit
trust or to acquire an option to acquire units in a unit trust; or
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(b) you own an option (the original option) to acquire units in a
unit trust;

and these other requirements are satisfied.

Note: Section 103-25 tells you when you have to make the choice.

(2) The units must:

(a) be consolidated and divided into new units of a larger
amount; or

(b) be subdivided into new units of a smaller amount.

(3) The trustee must cancel the original rights or original option
because of the consolidation or subdivision.

(4) The trustee must:
(a) issue you with new rights (relating to the new units) in
substitution for the original rights; or
(b) issue you with a new option (relating to the new units) in
substitution for the original option.

(5) You must receive nothing else in substitution for the original rights
or original option.

(6) The "market value of the new rights or new option just after it was
issued must be at least equal to the market value of the original
rights or original option just before it was cancelled.

(7) One of these requirements must be satisfied:
(a) you must be an Australian resident at the time of the
cancellation; or
(b) if you are a foreign resident at that time:
(i) the original rights or original option were “taxable
Australian property just before that time; and
(i1) the new rights or new option are taxable Australian
property when they are issued.
Note: The roll-over consequences are set out in Subdivision 124-A. The

original asset is the original rights or original option. The new asset is
the new rights or new option.
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Subdivision 124-G—Exchange of shares in one company for
shares in another company

Guide to Subdivision 124-G

124-350 What this Subdivision is about

This Subdivision sets out when you can obtain a roll-over if:
e you own shares in a company; and

o there is a reorganisation of its affairs so that you become the
owner of new shares in another company.

Table of sections

124-355 Summary of rules

Disposal case

124-360 Disposal of shares in one company for shares in another one
124-365 Other requirements to be satisfied

Redemption or cancellation case

124-370  Redemption or cancellation of shares in one company for shares in another
one
124-375  Other requirements to be satisfied

Rules applying to both cases

124-380 Requirements to be satisfied in both cases
124-382  Special rules for ADI restructures

Consequences for the interposed company unless consolidated group
continues

124-385 Consequences for the interposed company

Additional consequences for member if shares are trading stock or
revenue assets

124-390  Deferral of profit or loss on shares
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124-355 Summary of rules

(1) This Subdivision deals with 2 cases in which you can choose to
obtain a roll-over because of the reorganisation of a company’s
affairs.

Note: Section 103-25 tells you when you have to make the choice.

(2) The first case is if you dispose of shares in one company to another
company and the other company issues you with new shares. You
can find the specific rules relevant to this case in sections 124-360
and 124-365.

(3) The second case is if your shares in one company are redeemed or
cancelled and another company issues you with new shares in
return. You can find the specific rules relevant to this case in
sections 124-370 and 124-375.

(4) There are some rules that apply in both cases: see section 124-380.

(5) There are also consequences for the other company if you can
choose to obtain the roll-over: see section 124-385.

Disposal case

124-360 Disposal of shares in one company for shares in another one

(1) You can choose to obtain a roll-over if:

(a) you are a “member of a company (the original company),
and
(b) you and at least one other entity (the exchanging members)
own all the *shares in it; and
(c) under a "scheme for reorganising its affairs, the exchanging
members “dispose of all their shares in it to another company
(the interposed company) in exchange for shares in the
interposed company (and nothing else);
Note: See section 124-20 if an exchanging member uses a share sale
facility.
and the requirements in sections 124-365 and 124-380 are satisfied.
Note: The roll-over consequences are set out in Subdivision 124-A. The

original assets are your shares in the original company. The new assets
are your new shares in the interposed company.
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(2) You are taken to have chosen to obtain the roll-over if:

(a) immediately before the time referred to in section 124-365 as
the completion time, the original company is the *head
company of a *consolidated group; and

(b) immediately after the completion time, the interposed
company is the head company of the group.

Note: The consolidated group continues in existence because of
section 703-70.

124-365 Other requirements to be satisfied

(1) The interposed company must own all the *shares in the original
company just after all the exchanging members have *disposed of
their shares in the original company (the completion time).

(2) Just after the completion time, each exchanging member must
own:

(a) a whole number of *shares in the interposed company; and

(b) a percentage of the *shares in the interposed company that
were issued to all the exchanging members that is equal to
the percentage of the shares in the original company (that
were “disposed of to the interposed company) that the
member owned.

(3) The ratio of:

* the *market value of each exchanging member’s *shares in
the interposed company fo the market value of the shares in
the interposed company issued to all the exchanging
members (worked out just after the completion time);

must equal the ratio of:

* the market value of that member’s shares in the original
company that were *disposed of to the interposed company fo
the market value of a// the shares in the original company
that were disposed of to the interposed company (worked out
just before the first disposal).

Example: There are 100 shares in A Pty Ltd (the original company), all having

the same rights. B Pty Ltd (the interposed company) acquires all the
shares in A by issuing each shareholder in A 10 shares in itself for
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each share they have in A. All shares in B have the same rights. Bill
owned 15 shares in A and received 150 shares in B in exchange.

(4) Either:
(a) you are an Australian resident at the time you *disposed of
your “shares in the original company; or
(b) if you are a foreign resident at that time:
(i) your shares in the original company were *taxable
Australian property just before that time; and

(i1) your shares in the interposed company are taxable
Australian property just after the completion time.

Redemption or cancellation case

124-370 Redemption or cancellation of shares in one company for
shares in another one

(1) You can choose to obtain a roll-over if you are a “member of a
company (the original company) and under a *scheme for
reorganising its affairs:

(a) another company (the interposed company) *acquires no
more than 5 *shares in the original company; and

(b) these are the first shares that the interposed company
acquires in the original company; and

(c) you and at least one other entity (the exchanging members)
own all the remaining shares in the original company; and
(d) the original company redeems or cancels those remaining
shares; and
(e) each exchanging member receives shares (and nothing else)
in the interposed company in return for their shares in the
original company being redeemed or cancelled;
Note:  See section 124-20 if an exchanging member uses a share sale
facility.
and the requirements in sections 124-375 and 124-380 are satisfied.
Note: The roll-over consequences are set out in Subdivision 124-A. The

original assets are your shares in the original company. The new assets
are your new shares in the interposed company.
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(1A) You are taken to have chosen to obtain the roll-over if:

(a) immediately before the time referred to in section 124-375 as
the completion time, the original company is the *head
company of a *consolidated group; and

(b) immediately after the completion time, the interposed
company is the head company of the group.

Note: The consolidated group continues in existence because of
section 703-70.

(2) The original company can issue other *shares in itself to the
interposed company as part of the scheme.
Note: Some of the interposed company’s shares in the original company

may be taken to be acquired before 20 September 1985: see
section 124-385.

124-375 Other requirements to be satisfied

(1) The interposed company must own all the *shares in the original
company just after a/l the exchanging members have had their
shares in the original company redeemed or cancelled (the
completion time).

(2) Just after the completion time, each exchanging member must
own:
(a) a whole number of *shares in the interposed company; and
(b) a percentage of the *shares in the interposed company that
were issued to all the exchanging members that is equal to
the percentage of the shares in the original company (that
were redeemed or cancelled) that the member owned.

(3) The ratio of:

* the "market value of each exchanging member’s *shares in
the interposed company fo the market value of the shares in
the interposed company issued to all the exchanging
members (worked out just after the completion time);

must equal the ratio of:
* the market value of that member’s shares in the original

company that were redeemed or cancelled to the market
value of all the shares in the original company that were
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redeemed or cancelled (worked out just before the first
redemption or cancellation).

Example: There are 100 shares in X Pty Ltd (the original company), all having
the same rights. X issues 2 shares to Y Pty Ltd (the interposed
company) and cancels all other shares in itself. Y issues each
shareholder in X 10 shares in itself for each share they had in X. All

shares in Y have the same rights. Wil owned 10 shares in X and
received 100 shares in Y in exchange.

(4) Either:
(a) you are an Australian resident at the time your *shares in the
original company are redeemed or cancelled; or
(b) if you are a foreign resident at that time:
(i) your shares in the original company were *taxable
Australian property just before that time; and

(i1) your shares in the interposed company are taxable
Australian property just after the completion time.

Rules applying to both cases

124-380 Requirements to be satisfied in both cases

(1) The *shares issued in the interposed company must not be
*redeemable shares.

(2) Each exchanging member who is issued *shares in the interposed
company must own the shares from the time they are issued to the
completion time.

(3) Just after the completion time:

(a) the exchanging members must own all the *shares in the
interposed company; or

(b) entities other than those members must own no more than 5
*shares in the interposed company and the *market value of
those shares expressed as a percentage of the market value of
all the shares in the interposed company is such that it is
reasonable to treat the exchanging members as owning all the
shares.
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Choice to be made by interposed company

(5) If:
(a) immediately before the completion time, the original
company is the *head company of a *consolidated group; and
(b) immediately after the completion time, the interposed
company is the head company of a *consolidatable group
consisting only of itself and the *members of the group
immediately before the completion time;
the interposed company must choose that the consolidated group is
to continue in existence at and after the completion time.

Note: Sections 703-65 to 703-80 deal with the effects of the choice for the
consolidated group.

(6) If subsection (5) of this section does not apply, the interposed
company must choose that section 124-385 apply.

(7) In either case, the interposed company must make the choice
within 28 days after the completion time, or within such further
time as the Commissioner allows. The choice cannot be revoked.

Note: This is an exception to the general rule about choices in
section 103-25.

124-382 Special rules for ADI restructures

(1) This section applies if:

(a) the interposed company is a non-operating holding company
within the meaning of the Financial Sector (Business
Transfer and Group Restructure) Act 1999; and

(b) arestructure instrument under Part 4A of that Act is in force
in relation to the interposed company; and

(c) because of the restructure to which the instrument relates, an
*ADI becomes a subsidiary (within the meaning of that Act)
of the interposed company; and

(d) the original company is:

(1) the ADI; or
(i1) part of an extended licensed entity (within the meaning
of the *prudential standards) that includes the ADI.
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Certain preference shares disregarded

(2) For the purposes of this Subdivision, disregard any “shares in the
original company that can be disregarded under subsection
703-37(4).

Consequences for the interposed company unless consolidated
group continues

124-385 Consequences for the interposed company

(1A) This section applies if the interposed company so chooses under
subsection 124-380(6).

(1) A whole number of the *shares that the interposed company owns
in the original company (just after the completion time) are taken
to have been *acquired before 20 September 1985 if any of the
original company’s assets as at the completion time were acquired
by it before that day.

Note: Generally, a capital gain or capital loss you make from a CGT asset

that you acquired before 20 September 1985 can be disregarded: see
Division 104.

(2) The number (worked out as at the completion time) is the greatest
possible that (when expressed as a percentage of all the *shares)
does not exceed:

* the *market value of the original company’s assets that it

*acquired before 20 September 1985 less its liabilities (if
any) in respect of those assets;

expressed as a percentage of:

* the market value of all the original company’s assets less a//
of its liabilities.

(3) The first element of the “cost base of the interposed company’s
*shares in the original company that are not taken to have been
*acquired before 20 September 1985 is:

* the total of the cost bases (as at the completion time) of the
original company’s assets that it acquired on or after that day;
less:
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* its liabilities (if any) in respect of those assets.

(4) The first element of the “reduced cost base of the interposed
company’s “shares is worked out similarly.

(5) A liability of the original company that is not a liability in respect
of a specific asset or assets of the company is taken to be a liability
in respect of all the assets of the company.

Note: An example is a bank overdraft.

(6) If a liability is in respect of 2 or more assets, the proportion of the
liability that is in respect of any one of those assets is equal to:

The *market value of the asset

The total of the market values of all the
assets that the liability is in respect of

Additional consequences for member if shares are trading stock
or revenue assets

124-390 Deferral of profit or loss on shares

(1) There are additional consequences if:

(a) under subsection 124-360(2), you are taken to obtain the
roll-over and, at the time immediately before you *dispose of
your “shares in the original company, some or all of them are
your “trading stock or *revenue assets; or

(b) under subsection 124-370(1A), you are taken to obtain the
roll-over and, at the time immediately before the original
company redeems or cancels your shares in it, some or all of
them are your trading stock or revenue assets.

Trading stock

(2) The amount included in your assessable income because of the
*disposal, redemption or cancellation of each of your *shares in the
original company that is your “trading stock at that time is equal to:

(a) if the share has been your trading stock ever since the start of
the income year in which that time occurs—the total of:
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(i) its *value as trading stock at the start of the income year;
and

(ii) the amount (if any) by which its cost has increased since
the start of the income year; or

(b) otherwise—its cost at that time.

(3) For each of the *shares in the interposed company that you
acquired in return for those of your shares in the original company
that were your “trading stock at that time, you are taken to have
paid:

Total of the amounts included in your assessable income
under subsection (2) for those shares in the original company

Number of those shares in the interposed company

Note: The amount worked out under the formula becomes the cost of each of
those shares in the interposed company.

Revenue assets

(4) For each of your “shares in the original company that is a *revenue
asset at that time, your assessable income includes the total of the
amounts that (apart from this subsection) would be subtracted from
the gross disposal proceeds in calculating any profit or loss on your
disposing of, or ceasing to own, that share at that time.

(5) For each of the *shares in the interposed company that you
acquired in return for those of your shares in the original company
that were “revenue assets at that time, you are taken to have paid:

Total of the amounts included in your assessable income
under subsection (4) for those shares in the original company

Number of those shares in the interposed company
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Subdivision 124-H—Exchange of units in a unit trust for shares
in a company

Guide to Subdivision 124-H

124-435 What this Subdivision is about

This Subdivision sets out when you can obtain a roll-over if:
e you Own units in a unit trust; and

o there is a reorganisation of its affairs so that you become the
owner of new shares in a company.

Table of sections

124-440 Summary of rules

Disposal case

124-445  Disposal of units in a unit trust for shares in a company
124-450  Other requirements to be satisfied

Redemption or cancellation case

124-455 Redemption or cancellation of units in a unit trust for shares in a company
124-460  Other requirements to be satisfied

Rules applying to both cases

124-465 Requirements to be satisfied in both cases

Consequences for the company

124-470 Consequences for the company

124-440 Summary of rules

(1) This Subdivision deals with 2 cases in which you can choose to
obtain a roll-over because of the reorganisation of a unit trust’s
affairs.

Note: Section 103-25 tells you when you have to make the choice.
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(2) The first case is if you dispose of units in a unit trust to a company
and the company issues you with shares. You can find the specific
rules about this case in sections 124-445 and 124-450.

(3) The second case is if your units in a unit trust are redeemed or
cancelled and a company issues you with shares. You can find the
specific rules about this case in sections 124-455 and 124-460.

(4) There are some rules that apply in both cases: see section 124-465.

(5) There are also consequences for the company if you can choose to
obtain a roll-over: see section 124-470.

Disposal case

124-445 Disposal of units in a unit trust for shares in a company

You can choose to obtain a roll-over if:
(a) you are a “member of a unit trust; and
(b) you and at least one other entity (the exchanging members)
own all the units in it; and
(c) under a "scheme for reorganising its affairs, the exchanging
members “dispose of their units in it to a company in
exchange for *shares in the company (and nothing else);
Note: See section 124-20 if an exchanging member uses a share sale
facility.
and the requirements in sections 124-450 and 124-465 are satisfied.

Note: The roll-over consequences are out in Subdivision 124-A. The original
assets are your units in the unit trust. The new assets are your new
shares in the company.

124-450 Other requirements to be satisfied

(1) The company must own all the units in the unit trust just after all
the exchanging members have *disposed of their units in the unit
trust (the completion time).

(2) Just after the completion time, each exchanging member must
own:

(a) a whole number of *shares in the company; and
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(b) a percentage of the *shares in the company that were issued
to all the exchanging members that is equal to the percentage
of the units in the unit trust (that were *disposed of to the
company) that the member owned.

(3) The ratio of:

* the *market value of each exchanging member’s *shares in
the company 7o the market value of the shares in the
company issued to all the exchanging members (worked out
just after the completion time);

must equal the ratio of:

* the market value of that member’s units in the unit trust that
were disposed of to the company to the market value of all
the units that were disposed of to the company (worked out
just before the first disposal).

Example: There are 1,000 units in the A unit trust, all having the same rights. B
Pty Ltd acquires all the units in A by issuing each unitholder in A 10
shares in itself for each 100 units they have in A. All shares in B have
the same rights. Brian owned 300 units in A and received 30 shares in
B in exchange.
(4) Either:
(a) you are an Australian resident at the time you *disposed of
your units in the unit trust; or
(b) if you are a foreign resident at that time:

(i) your units were “taxable Australian property just before
that time; and

(ii) your *shares in the company are taxable Australian
property just after the completion time.

Redemption or cancellation case

124-455 Redemption or cancellation of units in a unit trust for
shares in a company

(1) You can choose to obtain a roll-over if you are a member of a unit
trust and under a *scheme for reorganising its affairs:

(a) a company “acquires no more than 5 units in the trust; and
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(b) these are the first units that the company acquires in the trust;
and

(c) you and at least one other entity (the exchanging members)
own all the remaining units in the trust; and

(d) the trustee redeems or cancels those remaining units; and

(e) each exchanging member receives “shares (and nothing else)
in the company in return for their units being redeemed or

cancelled;
Note: See section 124-20 if an exchanging member uses a share sale
facility.

and the requirements in sections 124-460 and 124-465 are satisfied.

Note: The roll-over consequences are set out in Subdivision 124-A. The
original assets are your units in the unit trust. The new assets are your
new shares in the company.

(2) The trustee of the unit trust can issue other units to the company as
part of the scheme.

Note: Some of the company’s units in the unit trust may be taken to be
acquired before 20 September 1985: see section 124-470.

124-460 Other requirements to be satisfied

(1) The company must own all the units in the unit trust just after al//
the exchanging members have had their units in the unit trust
redeemed or cancelled (the completion time).

(2) Just after the completion time, each exchanging member must
own:

(a) a whole number of *shares in the company; and
(b) a percentage of the *shares in the company that were issued
to all the exchanging members that is equal to the percentage

of the units in the unit trust (that were redeemed or cancelled)
that the member owned.

(3) The ratio of:

* the *market value of each exchanging member’s *shares in
the company fo the market value of the shares in the
company issued to all the exchanging members (worked out
just after the completion time);
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must equal the ratio of:

* the market value of that member’s units in the unit trust that
were redeemed or cancelled fo the market value of all the
units that were redeemed or cancelled (worked out just
before the first redemption or cancellation).

Example: There are 1,000 units in the A unit trust, all having the same rights. 2
new units in A are issued to B Pty Ltd, and all other units in A are
cancelled. Each unitholder in A is issued 10 shares in B for each 100

units they have in A. All shares in B have the same rights. Alison
owned 200 units in A and received 20 shares in B in exchange.

(4) Either:
(a) you are an Australian resident at the time your units in the
unit trust are redeemed or cancelled; or
(b) if you are a foreign resident at that time:
(i) your units were “taxable Australian property just before
that time; and

(ii) your *shares in the company are taxable Australian
property just after the completion time.

Rules applying to both cases

124-465 Requirements to be satisfied in both cases
(1) The *shares issued in the company must not be *redeemable shares.

(2) Each exchanging member who is issued *shares in the company
must own the shares from the time they are issued to the
completion time.

(3) Just after the completion time:

(a) the exchanging members must own all the *shares in the
company; or

(b) entities other than those members must own no more than 5
*shares in the company and the *market value of those shares
expressed as a percentage of the market value of all the
shares in the company is such that it is reasonable to treat the
exchanging members as owning all the shares.
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Choice to be made by company

(5) The company must choose that the rules in section 124-470 apply.
It must make its choice within 2 months after the completion time,
or within such further time as the Commissioner allows.

Note: This is an exception to the general rule about choices in
section 103-25.

Consequences for the company

124-470 Consequences for the company

(1) A whole number of the units that the company owns in the unit
trust (just after the completion time) are taken to have been
*acquired before 20 September 1985 if any of the unit trust’s assets
as at the completion time were acquired by it before that day.

Note: Generally, a capital gain or capital loss you make from a CGT asset

that you acquired before 20 September 1985 can be disregarded: see
Division 104.

(2) The number (worked out as at the completion time) is the greatest
possible that (when expressed as a percentage of all the units) does
not exceed:

* the *market value of the unit trust’s assets that it *acquired

before 20 September 1985 less its liabilities (if any) in
respect of those assets;

expressed as a percentage of:
¢ the market value of a/l the unit trust’s assets less al/ of its
liabilities.

(3) The first element of the *cost base of the company’s units in the
unit trust that are not taken to have been *acquired before
20 September 1985 is:

* the total of the cost bases (as at the completion time) of the
unit trust’s assets that it acquired on or after that day;
less:

* its liabilities (if any) in respect of those assets.
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(4) The first element of the *reduced cost base of the company’s units
is worked out similarly.

(5) A liability of the unit trust that is not a liability in respect of a
specific asset or assets of the trust is taken to be a liability in
respect of all the assets of the trust.

Note: An example is a bank overdraft.

(6) If a liability is in respect of 2 or more assets, the proportion of the
liability that is in respect of any one of those assets is equal to:

The *market value of the asset

The total of the market values of all the
assets that the liability is in respect of

Subdivision 124-I—Change of incorporation

Guide to Subdivision 124-1

124-510 What this Subdivision is about

Roll-over relief is available for members of a body that is
incorporated under one law and is converted to, or replaced with, a
body incorporated under another law.

Table of sections

Object of this Subdivision
124-515 Object of this Subdivision

Change of incorporation without change of entity

124-520 Change of incorporation without change of entity

Old corporation wound up

124-525 Old corporation wound up

Special consequences of some roll-overs

124-530  Shares in company replacing pre-CGT and post-CGT mix of interest and
rights in body
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124-535 Rights as member of Indigenous corporation replacing pre-CGT and
post-CGT mix of interest and rights in body

Object of this Subdivision

124-515 Object of this Subdivision

The object of this Subdivision is to ensure that CGT considerations
for *members of a body incorporated under a law do not impede a
change of incorporation involving converting the body to, or
replacing it with, a company incorporated under:

(a) the Corporations Act 2001 or a similar *foreign law; or

(b) the Corporations (Aboriginal and Torres Strait Islander) Act
2006.

Note: Subdivision 620-A provides a roll-over for the assets of the body.

Change of incorporation without change of entity

124-520 Change of incorporation without change of entity

(1) This section applies if:

(a) you are a “member of a body incorporated under a law
described in column 1 of an item of the table; and

(b) the body is converted into a company incorporated under a
law described in column 2 of the item, without creating a
new legal entity; and

(c) itis reasonable to conclude that there is no significant
difference:

(1) between the ownership of the body, and of rights
relating to the body held by entities that owned the
body, just before the conversion and the ownership of
the company just after the conversion; or

(i) between the mix of ownership of the body, and of rights
relating to the body held by entities that owned the
body, just before the conversion and the mix of
ownership of the company just after the conversion.

Note:  See section 124-20 if an entity uses a share or interest sale
facility.
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Laws the body and company are incorporated under

Column 1 Column 2

Body incorporated under this law Company incorporated under this law

1 Alaw other than the Corporations ~ The Corporations Act 2001 or a similar
Act 2001 and a similar *foreign law  foreign law relating to companies
relating to companies

2 A law other than the Corporations The Corporations (Aboriginal and

(Aboriginal and Torres Strait Torres Strait Islander) Act 2006
Islander) Act 2006
(2) You can choose to obtain a roll-over if:

3)

4

(a) as aresult of the conversion you are issued with *shares in
the company and you receive nothing else; and

(b) either you are an Australian resident at the time of the
conversion or, if you are a foreign resident at that time:

(i) each of your interest and your other rights (if any)
relating to the body was *taxable Australian property
just before that time; and

(ii) the shares are taxable Australian property when they are
issued.

Note 1: The roll-over consequences are set out in Subdivision 124-A and
section 124-530.

Note 2: Section 103-25 tells you when you have to make the choice.

If the company is incorporated under the Corporations (Aboriginal
and Torres Strait Islander) Act 2006, subsection (2) applies in
relation to rights as a “member of the company in the same way as
that subsection applies to “shares in a company.

Note: This may allow you to choose to obtain a roll-over. The roll-over
consequences are set out in Subdivision 124-A and section 124-535.

Exception for demutualisation of certain bodies

This section does not apply to demutualisation of a body if
Division 326 in Schedule 2H to the /ncome Tax Assessment Act
1936 applies to the demutualisation.

Note: That Division deals with demutualisation of entities other than
insurance companies and health insurers.
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Old corporation wound up

124-525 Old corporation wound up

(1) This section applies if:
(a) abody is incorporated under a law described in column 1 of
an item of the table; and
(b) a company is incorporated under a law described in column 2
of the item; and
(c) the body ceases to exist, but the company continues to exist,
after the time (the switch time) the *members of the body
receive “shares in the company, or rights as members of it if
it is incorporated under the Corporations (Aboriginal and
Torres Strait Islander) Act 2006, on account of:
(i) their interests in the body; and
(i1) their other rights (if any) relating to the body; and
(d) the members of the body do not receive anything else on
account of the expected ending of those interests and rights;
and
(e) itis reasonable to conclude that there is no significant
difference:

(1) between the ownership of the body, and of rights
relating to the body held by entities that owned the
body, just before the switch time and the ownership of
the company just after the switch time; or

(i) between the mix of ownership of the body, and of rights
relating to the body held by entities that owned the
body, just before the switch time and the mix of
ownership of the company just after the switch time;
and

Note: See section 124-20 if an entity uses a share or interest sale
facility.
(f) the body *disposes of all its *CGT assets to the company,
except any assets expected to be needed to meet the body’s
existing or expected liabilities before it ceases to exist.
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Laws the body and company are incorporated under

Column 1 Column 2

Body incorporated under this law Company incorporated under this law

1 Alaw other than the Corporations ~ The Corporations Act 2001 or a similar
Act 2001 and a similar *foreign law  foreign law relating to companies
relating to companies

2 A law other than the Corporations The Corporations (Aboriginal and

(Aboriginal and Torres Strait Torres Strait Islander) Act 2006
Islander) Act 2006
(2) You can choose to obtain a roll-over if:

3)

(a) you were a “member of the body just before the switch time;
and

(b) your ownership of your interest in the body ends at a time
(the end time) after the switch time; and

(c) at the end time you have the *shares in the company that you
received at the switch time; and

(d) either you are an Australian resident at the end time or, if you
are a foreign resident at the end time:

(i) each of your interest in the body and your other rights
(if any) relating to the body was *taxable Australian
property just before the end time; and

(ii) the shares in the company that you received at the
switch time are taxable Australian property at the end
time.

Note 1: The roll-over consequences are set out in Subdivision 124-A and
section 124-530.

Note 2: Section 103-25 tells you when you have to make the choice.

If the company is incorporated under the Corporations (Aboriginal
and Torres Strait Islander) Act 2006, subsection (2) applies in
relation to rights as a “member of the company in the same way as
that subsection applies to *shares in a company.

Note: This may allow you to choose to obtain a roll-over. The roll-over
consequences are set out in Subdivision 124-A and section 124-535.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.

46 Income Tax Assessment Act 1997

Authorised Version C2014C00063 registered 03/03/2014



Specialist liability rules Chapter 3
Capital gains and losses: special topics Part 3-3
Replacement-asset roll-overs Division 124

Section 124-530

Special consequences of some roll-overs

124-530 Shares in company replacing pre-CGT and post-CGT mix
of interest and rights in body

(1) This section applies if:
(a) you choose to obtain a roll-over under section 124-520 or
124-525 relating to *shares you have in the company on
account of the following (your original assets):

(1) your interest in the body mentioned in that section;

(ii) your other rights relating to the body mentioned in that
section; and

(b) you *acquired some of your original assets before
20 September 1985 and the rest of them on or after that day.

(2) You are taken to have *acquired so many of the *shares before
20 September 1985 as is reasonable, having regard to:

(a) the number and “market value of your original assets; and
(b) the number and market value of the shares.

(3) The first element of the *cost base of each of the *shares not taken
by subsection (2) to have been *acquired before 20 September
1985 (your post-CGT shares) is such amount as is reasonable
having regard to:

(a) the total of the cost bases of your original assets that you
acquired on or after 20 September 1985; and

(b) the number and *market value of your post-CGT shares.

(4) The reduced cost base of each of your post-CGT shares is worked
out similarly.

(5) This section has effect despite subsections 124-15(5) and (6).

124-535 Rights as member of Indigenous corporation replacing
pre-CGT and post-CGT mix of interest and rights in
body

(1) This section applies if:
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(a) you choose to obtain a roll-over under section 124-520 or
124-525 relating to rights (the replacement rights) you have
as a "‘member of a company incorporated under the
Corporations (Aboriginal and Torres Strait Islander) Act
2006 on account of the following (your original assets):

(i) your interest in the body mentioned in that section;

(i1) your other rights relating to the body mentioned in that
section; and

(b) you *acquired any of your original assets before
20 September 1985.

(2) You are taken to have *acquired the replacement rights before
20 September 1985.

(3) This section has effect despite subsection 124-15(5).
Subdivision 124-J—Crown leases

Guide to Subdivision 124-J

124-570 What this Subdivision is about

This Subdivision sets out the situations in which the holder of a
Crown lease over land obtains a replacement asset roll-over when
the lease is, among other things, renewed, extended or converted to
an estate in fee simple.

Table of sections

Operative provisions

124-575 Extension or renewal of Crown lease
124-580 Meaning of Crown lease

124-585  Original right differs in area from new right
124-590 Part of original right excised

124-595  Treating parts of new right as separate assets
124-600 What is the roll-over?

124-605 Change of lessor
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Operative provisions

124-575 Extension or renewal of Crown lease

(1) There is a roll-over if:

(a) you hold one or more *CGT assets that are *Crown leases
over land (the original right); and

(b) the original right expires or you surrender it; and

(c) you are granted one or more new Crown leases over land or
one or more estates in fee simple in land, or both (the new
right); and

(d) the new right relates to the same land as the original right.

Note 1: The roll-over consequences are set out in Subdivision 124-A. They
might be modified: see section 124-600.

Note 2: If there has been a capital improvement to the Crown lease: see
section 108-75.
(2) The new right must have been granted in one of these ways:

(a) by renewing or extending the term of the original right where
the renewal or extension is mainly due to your having held
the original right; or

(b) by changing the purpose for which the land to which the
original right related can be used; or

(c) by converting the original right to a *Crown lease in
perpetuity; or

(d) by converting the original right to an estate in fee simple; or

(e) by consolidating, or consolidating and dividing, the original
right; or

(f) by subdividing the original right; or

(g) by excising or relinquishing a part of the land to which the
original right related; or

(h) by expanding the area of that land.

124-580 Meaning of Crown lease

A Crown lease is:

(a) alease of land granted by the Crown under an *Australian
law (other than the common law); or
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(b) a similar lease granted under a *foreign law.

124-585 Original right differs in area from new right

(1) Even if the new right relates to different land to that to which the
original right related, this Subdivision applies as if it relates to the
same land in these cases:

(a) the difference in area is not significant;

(b) the difference in *market value is not significant;

(c) the new right was granted to correct errors in or omissions
from the original right;

(d) the new right relates to a significantly different area of land
but you had made reasonable efforts to ensure that the area
was the same;

(e) itis otherwise reasonable for this Subdivision to apply in that
way.

(2) However, the rule in subsection (1) does not apply if
section 124-590 applies.

124-590 Part of original right excised

(1) There is a partial roll-over if you *acquired the original right on or
after 20 September 1985 and:

(a) the land to which the new right relates is different in area to
the land the subject of the original right because a part (the
excised part) of the land to which the original right related
was excised or you relinquished it; and

(b) you received a payment for the expiry or surrender of the
original right.

The payment can include giving property: see section 103-5.

Note: Section 124-600 sets out the effect on your cost base.

(2) There is no roll-over for the excised part. The *cost base of the
excised part is so much of the *cost base of the relevant *Crown
lease as is attributable to the excised part.

Its “reduced cost base is worked out similarly.
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Note: You may make a capital gain or loss on the excised part because of
CGT event C2.

124-595 Treating parts of new right as separate assets

(1) Each part of a *Crown lease or an estate in fee simple that is part of
the new right is taken to be a separate “CGT asset to the extent that
it relates to:

(a) land to which a Crown lease (that was part of the original
right) related where you *acquired the lease before
20 September 1985; and

(b) land to which a Crown lease (that was part of the original
right) related where you acquired the lease on or after
20 September 1985; and

(c) other land.

(2) You are taken to have *acquired each asset that is a separate *CGT
asset because of paragraph (1)(a) before 20 September 1985.

124-600 What is the roll-over?
(1) The roll-over is mainly as specified in Subdivision 124-A.

(2) However, you work out the *cost base and *reduced cost base of
*CGT assets (that you are not taken to have *acquired before
20 September 1985) and that are part of the new right a bit
differently where section 124-590 or 124-595 applies.

(3) The first element of your “cost base for each of those assets is:

CB of post-CGT original right x Market value of separate asset

Market value of all new assets
where:

CB of post-CGT original right is the sum of the *cost bases of the
*Crown leases (that were part of the original right) and that you
*acquired on or after 20 September 1985 (just before the original
right expired or was surrendered) reduced, if there is an excised
part, by so much of those cost bases as is attributable to the excised
part.
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market value of all new assets is the *market value of all *CGT
assets (that you are not taken to have *acquired before

20 September 1985) that are part of the new right just after you
acquired them.

market value of separate asset is the "market value of the
particular asset just after you *acquired it.

(4) The first element of the *reduced cost base of each of those assets
is worked out similarly.

124-605 Change of lessor

(1) You treat a lease of land (whether or not it is a “Crown lease)
granted to you (the firesh lease) as being a renewal of your original
right if:

(a) after the grant of the original right, the land (the original
land) to which it related became vested in an *Australian
government agency (other than the one that granted the
original right); and

(b) the second agency granted you the fresh lease over:

(1) the original land; or
(ii) the original land less an excised area; or
(iii) the original land and other land; and

(c) the fresh lease was granted under an *Australian law (other
than the common law).

(2) You do this even if there is a period between the end of the original
right and the grant of the fresh lease if you continued to occupy the
original land during that period under a permission, licence or
authority granted by the second agency.

Subdivision 124-K—Depreciating assets

Table of sections

124-655 Roll-over for depreciating assets
124-660 Right granted to associate
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124-655 Roll-over for depreciating assets

There is a roll-over for a *depreciating asset if:

(a) the asset is attached to land you hold under a
*quasi-ownership right granted by an *exempt Australian
government agency or an “exempt foreign government
agency; and

(b) you *hold the asset because of section 40-40; and

(c) the quasi-ownership right expires or is terminated or you
surrender it; and

(d) you are granted a new quasi-ownership right over the land or
an estate in fee simple in the land; and

(e) there is no roll-over for you under Subdivision 124-J (about
Crown leases) or Subdivision 124-L (about prospecting and
mining entitlements).

Note 1: The roll-over consequences are set out in Subdivision 124-A.

Note 2:  This section provides a roll-over for a depreciating asset in the limited
circumstances where Subdivision 124-J cannot because a
quasi-ownership right over land covers situations that a Crown lease
does not (for example, an easement over land).

Note 3:  Ifthere has been a capital improvement to the quasi-ownership right:
see section 108-75.

124-660 Right granted to associate

If the *quasi-ownership right or estate in fee simple is instead
granted to an *associate or an “associated government entity of
yours:

(a) your “reduced cost base of the *depreciating asset is reduced
by the *adjustable value of the asset just before the original
quasi-ownership right expired or was surrendered or
terminated; and

(b) there is no roll-over.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.

Income Tax Assessment Act 1997 53

Authorised Version C2014C00063 registered 03/03/2014



Chapter 3 Specialist liability rules
Part 3-3 Capital gains and losses: special topics
Division 124 Replacement-asset roll-overs

Section 124-700

Subdivision 124-L—Prospecting and mining entitlements

Guide to Subdivision 124-L

124-700 What this Subdivision is about

This Subdivision sets out the situations in which there is a roll-over
if a prospecting or mining entitlement expires or is surrendered and
it is replaced by a new one.

Table of sections

Operative provisions

124-705 Extension or renewal of prospecting or mining entitlement
124-710 Meaning of prospecting entitlement and mining entitlement
124-715 Original entitlement differs in area from new entitlement
124-720  Part of original entitlement excised

124-725 Treating parts of new entitlement as separate assets
124-730  What is the roll-over?

Operative provisions

124-705 Extension or renewal of prospecting or mining entitlement

(1) There is a roll-over if:

(a) you hold one or more *CGT assets that are *prospecting
entitlements or *mining entitlements (the original
entitlement); and

(b) the original entitlement expires or you surrender it; and

(c) you are granted one or more new prospecting entitlements or
mining entitlements (the new entitlement); and

(d) the new entitlement relates to the same land as the original
entitlement.

Note 1:  The roll-over consequences are set out in Subdivision 124-A. They
might be modified: see section 124-730.

Note 2: If there has been a capital improvement to the entitlement: see
section 108-75.
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(2) The new entitlement must have been granted in one of these ways:

(a) by renewing or extending the term of the original entitlement
where the renewal or extension is mainly due to your having
held the original entitlement; or

(b) by consolidating, or consolidating and dividing, the original
entitlement; or

(c) by subdividing the original entitlement; or

(d) by converting a *prospecting entitlement to a *mining
entitlement, or a mining entitlement to a prospecting
entitlement; or

(e) by excising or relinquishing a part of the land to which the
original entitlement related; or

(f) by expanding the area of that land.

124-710 Meaning of prospecting entitlement and mining entitlement

1) A prospecting entitlement is:
prosp 8
(a) an authority, licence, permit or entitlement under an

*Australian law or *foreign law to prospect or explore for
*minerals in an area; or

(b) alease of land that allows the lessee to prospect or explore
for minerals on the land; or

(c) an interest in a thing referred to in paragraph (a) or (b).

(2) A mining entitlement is:

(a) an authority, licence, permit or entitlement under an
*Australian law or *“foreign law to mine for *minerals in an
area; or

(b) alease of land that allows the lessee to mine for minerals on
the land; or

(c) an interest in a thing referred to in paragraph (a) or (b).

124-715 Original entitlement differs in area from new entitlement

(1) Even if the new entitlement relates to different land to that to
which the original entitlement related, this Subdivision applies as if
it relates to the same land in these cases:
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2

(a) the difference in area is not significant;

(b) the difference in *market value is not significant;

(c) the new entitlement was granted to correct errors in or
omissions from the original entitlement;

(d) itis otherwise reasonable for this Subdivision to apply in that
way.

However, the rule in subsection (1) does not apply if
section 124-720 applies.

124-720 Part of original entitlement excised

(1

2

There is partial roll-over if you *acquired the original entitlement
on or after 20 September 1985 and:

(a) the land to which the new entitlement relates is different in
area to the land the subject of the original entitlement
because a part (the excised part) of the land to which the
original entitlement related was excised or you relinquished
it; and

(b) you received a payment for the expiry or surrender of the
original entitlement.

The payment can include giving property: see section 103-5.

Note: Section 124-730 sets out the effect on your cost base.

There is no roll-over for the excised part. The *cost base of the
excised part is so much of the *cost base of the original entitlement
as is attributable to the excised part.

Its *reduced cost base is worked out similarly.

Note: You may make a capital gain or loss on the excised part because of
CGT event C2.

124-725 Treating parts of new entitlement as separate assets

(1

Each part of a *prospecting entitlement or *mining entitlement that
is part of the new entitlement is taken to be a separate “CGT asset
to the extent that it relates to:
(a) land to which a prospecting entitlement or mining entitlement
(that was part of the original entitlement) related where you
*acquired the entitlement before 20 September 1985; and
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(b) land to which a prospecting entitlement or mining entitlement
(that was part of the original entitlement) related where you
acquired the entitlement on or after 20 September 1985; and

(c) other land.

(2) You are taken to have *acquired each asset that is a separate “CGT
asset because of paragraph (1)(a) before 20 September 1985.

124-730 What is the roll-over?
(1) The roll-over is mainly as specified in Subdivision 124-A.

(2) However, you work out the *cost base and *reduced cost base of
*CGT assets (that you are not taken to have *acquired before
20 September 1985) and that are part of the new entitlement a bit
differently where section 124-720 or 124-725 applies.

(3) The first element of your “cost base for each of those assets is:

Market value of separate asset

CB of post-CGT original entitlement x
Market value of all new assets

where:

CB of post-CGT original entitlement is the sum of the *cost bases
of the prospecting entitlements or mining entitlements (that were
part of the original entitlement) and that you *acquired on or after
20 September 1985 (just before the original entitlement expired or
was surrendered) reduced, if there is an excised part, by so much of
those cost bases as is attributable to the excised part.

market value of all new assets is the “market value of all *CGT
assets (that you are not taken to have *acquired before

20 September 1985) that are part of the new entitlement just after
you acquired them.

market value of separate asset is the *market value of the
particular asset just after you *acquired it.

(4) The first element of the *reduced cost base of each of those assets
is worked out similarly.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.

Income Tax Assessment Act 1997 57

Authorised Version C2014C00063 registered 03/03/2014



Chapter 3 Specialist liability rules
Part 3-3 Capital gains and losses: special topics
Division 124 Replacement-asset roll-overs

Section 124-775

Subdivision 124-M—Scrip for scrip roll-over

Guide to Subdivision 124-M

124-775 What this Subdivision is about

This

trust

Subdivision allows you to choose a roll-over where post-CGT

shares or trust interests you own are replaced with other shares or

interests, for example, where there is a company takeover.

You can only choose the roll-over if you would have made a
capital gain from the exchange.

Table of sections

Operative provisions

124-780
124-781
124-782

124-783

124-784

124-784A
124-784B

124-784C

124-785
124-790
124-795
124-800
124-810

Replacement of shares
Replacement of trust interests

Transfer or allocation of cost base of shares acquired by acquiring entity
etc.

Meaning of significant stakeholder, common stakeholder, significant stake
and common stake

Cost base of equity or debt given by acquiring entity to ultimate holding
company
When arrangement is a restructure

What is the cost base and reduced cost base when arrangement is a
restructure?

Cost base of equity or debt given by acquiring entity to ultimate holding
company

What is the roll-over?

Partial roll-over

Exceptions

Interest received for pre-CGT interest

Certain companies and trusts not regarded as having 300 members or
beneficiaries
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Operative provisions

124-780 Replacement of shares

(1) There is a roll-over if:
(a) an entity (the original interest holder) exchanges:

(1)

(if)

a "share (the entity’s original interest) in a company
(the original entity) for a share (the holder’s
replacement interest) in another company; or

an option, right or similar interest (also the holder’s
original interest) issued by the original entity that gives
the holder an entitlement to acquire a share in the
original entity for a similar interest (also the holder’s
replacement interest) in another company; and

(b) the exchange is in consequence of a single “arrangement that
satisfies subsection (2) or (2A); and

(c) the conditions in subsection (3) are satisfied; and

(d) if subsection (4) applies, the conditions in subsection (5) are
satisfied.

Note 1:
Note 2:

Note 3:

Example 1:

Example 2:

There are some exceptions: see section 124-795.

The original interest holder can obtain only a partial roll-over if the
capital proceeds for its original interest include something other than
its replacement interest: see section 124-790.

A trustee who gets a roll-over under this Subdivision for an original
interest consisting of shares issued as part of a demutualisation may be
eligible for a further roll-over under Subdivision 126-E when a
beneficiary becomes absolutely entitled to the replacement shares.

You can get a roll-over if you exchange your shares in one entity for
shares in another entity or if you exchange options in one entity for
options in another entity. You cannot get a roll-over if you exchange
options for shares.

Examples of arrangements that could be involved include:

e acompany takeover, whether or not it is regulated by the
Corporations Act 2001, resulting in a company owning 80%
or more of another company’s shares.

e ascheme of arrangement governed by the Corporations Act
2001 that involves a cancellation of some interests in an
original entity resulting in another entity owning 80% or
more of the interests in the original entity.
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Conditions for arrangement

(2) The *arrangement must:

(a) result in:

(1)

(i)

a company (the acquiring entity) that is not a member
of a *wholly-owned group becoming the owner of 80%
or more of the *voting shares in the original entity; or

a company (also an acquiring entity) that is a member
of such a group increasing the percentage of voting
shares that it owns in the original entity, and that
company or members of the group becoming the owner
of 80% or more of those shares; and

(b) be one in which at least all owners of *voting shares in the
original entity (except a company referred to in
paragraph (a)) could participate; and

(c) be one in which participation was available on substantially
the same terms for all of the owners of interests of a
particular type in the original entity.

Note 1: The 80% or more requirement is satisfied if the acquiring entity ends
up owning at least 80% of the voting shares in the original entity. This
may include shares held before the arrangement started.

Note 2: Participation will be on substantially the same terms if, for example,
matters such as those referred to in subsections 619(2) and (3) of the
Corporations Act 2001 affect the capital proceeds that each participant
can receive.

Conditions for arrangement—takeover bids and arrangements

(2A) The *arrangement must:

(a) satisfy paragraph (2)(a); and

(b) be, be part of, or include one or more of the following:

(1)

Note:

a takeover bid (within the meaning of the Corporations
Act 2001) for the original interests by the acquiring
entity that is not carried out in contravention of the
provisions mentioned in paragraphs 612(a) to (g) of that
Act;
For exemption and modification of provisions by ASIC (and
review by the takeovers panel) see Part 6.10 of the Corporations

Act 2001. For Court declarations excusing contraventions see
section 1325D of that Act.
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(i1) a compromise or arrangement entered into by the
original entity under Part 5.1 of the Corporations Act
2001, approved by order of a court made for the
purposes of paragraph 411(4)(b) of that Act.

Conditions for roll-over

(3) The conditions are:
(a) the original interest holder *acquired its original interest on or
after 20 September 1985; and
(b) apart from the roll-over, it would make a *capital gain from a
*CGT event happening in relation to its original interest; and
(c) its replacement interest is in a company (the replacement
entity) that is:
(i) the company referred to in subparagraph (2)(a)(i); or
(ii) in any other case—the “ultimate holding company of the
*wholly-owned group; and
(d) the original interest holder chooses to obtain the roll-over or,
if section 124-782 applies to it for the arrangement, it and the
replacement entity jointly choose to obtain the roll-over; and
(e) if that section applies, the original interest holder informs the
replacement entity in writing of the *cost base of its original
interest worked out just before a CGT event happened in
relation to it.
Note: If the original interest holder also exchanges a CGT asset that it

acquired before 20 September 1985, the cost base of any interest
received in exchange for it is worked out under section 124-800.

Further roll-over conditions in certain cases

(4) The conditions specified in subsection (5) must be satisfied if the
original interest holder and an acquiring entity did not deal with
each other at *arm’s length and:

(a) neither the original entity nor the replacement entity had at
least 300 *members just before the *arrangement started; or

(b) the original interest holder, the original entity and an
acquiring entity were all members of the same *linked group
just before that time.
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Note: There are some cases where a company will not be regarded as having
300 members: see section 124-810.

(5) The conditions are:

(a) the *market value of the original interest holder’s *capital
proceeds for the exchange is at least substantially the same as
the market value of its original interest; and

(b) its replacement interest carries the same kind of rights and
obligations as those attached to its original interest.

CUFS

(6) This section applies to the holder of a Chess Unit of Foreign
Security as if the holder held the underlying interests that the unit
represents.

Note: A Chess Unit of Foreign Security is an interest, traded on the stock
market operated by ASX Limited, in a foreign share, unit or interest.

(7) A company is the ultimate holding company of a *wholly-owned
group if it is not a *100% subsidiary of another company in the

group.

124-781 Replacement of trust interests

(1) There is a roll-over if:
(a) an entity (also the original interest holder) exchanges:

(i) aunit or other interest (also the holder’s original
interest) in a trust (also the original entity) for a unit or
other interest (also the holder’s replacement interest) in
another trust (also the acquiring entity); or

(i1) an option, right or similar interest (also the holder’s
original interest) issued by the original entity that gives
the holder an entitlement to acquire a unit or other
interest in the original entity for a similar interest (also
the holder’s replacement interest) in another trust (also
the acquiring entity); and

(b) entities have *fixed entitlements to all of the income and
capital of the original entity and the acquiring entity; and

(c) the exchange is in consequence of an *arrangement that
satisfies subsection (2) or (2A); and
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(d) the conditions in subsections (3) and (4) are satisfied.
Note 1: There are some exceptions: see section 124-795.

Note2:  The original interest holder can obtain only a partial roll-over if the
capital proceeds for its original interest include something other than
its replacement interest: see section 124-790.

Conditions for arrangement

(2) The "arrangement must:

(a) result in the acquiring entity owning 80% or more of the
*trust voting interests in the original entity or, if there are
none, 80% or more of the units or other interests in the
original entity; and

(b) be one in which at least all owners of trust voting interests (or
of units or other interests) in the original entity (except the
acquiring entity) could participate; and

(c) be one in which participation was available on substantially
the same terms for all of the owners of interests or units of a
particular type in the original entity.

Conditions for arrangement—takeover bids

(2A) The *arrangement must:

(a) satisfy paragraph (2)(a); and

(b) be, be part of, or include a takeover bid (within the meaning
of the Corporations Act 2001) for the original interests by the
acquiring entity that is not carried out in contravention of the
provisions mentioned in paragraphs 612(a) to (g) of that Act.
Note:  For exemption and modification of provisions by ASIC (and

review by the takeovers panel) see Part 6.10 of the Corporations

Act 2001. For Court declarations excusing contraventions see
section 1325D of that Act.

Conditions for roll-over

(3) The conditions are:

(a) the original interest holder *acquired its original interest on or
after 20 September 1985; and

(b) apart from the roll-over, it would make a *capital gain from a
*CGT event happening in relation to its original interest; and

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.

Income Tax Assessment Act 1997 63

Authorised Version C2014C00063 registered 03/03/2014



Chapter 3 Specialist liability rules
Part 3-3 Capital gains and losses: special topics
Division 124 Replacement-asset roll-overs

Section 124-781

(c) it chooses to obtain the roll-over or, if section 124-782
applies to it for the *arrangement, it and the trustee of the
acquiring entity jointly choose to obtain the roll-over; and

(d) if that section applies to it, it informs that trustee in writing of
the *cost base of its original interest as at the time just before
a CGT event happened in relation to it.

Note: If the original interest holder also exchanges a CGT asset that it

acquired before 20 September 1985, the cost base of any interest
received in exchange for it is worked out under section 124-800.

Further roll-over conditions in certain cases

(4) These conditions must be satisfied if the original interest holder
and the trustee of the acquiring entity did not deal with each other
at *arm’s length and neither the original entity nor the acquiring
entity had at least 300 beneficiaries just before the *arrangement
started:

(a) the *market value of the original interest holder’s *capital
proceeds for the exchange is at least substantially the same as
the market value of its original interest; and

(b) its replacement interest carries the same kind of rights and
obligations as those attached to its original interest.

Note: There are some cases where a trust will not be regarded as having 300
beneficiaries: see section 124-810.

CUFS

(5) This section applies to the holder of a Chess Unit of Foreign
Security as if the holder held the underlying interests that the unit
represents.

Note: A Chess Unit of Foreign Security is an interest, traded on the stock
market operated by ASX Limited, in a foreign share, unit or interest.

Meaning of trust voting interest

(6) A trust voting interest in a trust is an interest in the trust that
confers rights of the same or a similar kind as the rights conferred
by a *voting share in a company.

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.
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124-782 Transfer or allocation of cost base of shares acquired by

(1

2

3)

acquiring entity etc.
Transfer of cost base

The *cost base of an original interest *acquired by an acquiring
entity under the *arrangement from an original interest holder
becomes the first element of the cost base and *reduced cost base
of the acquiring entity for the interest if:

(a) the original interest holder obtains a roll-over; and

(b) the holder is a *significant stakeholder or a *common

stakeholder for the arrangement.

Note 1: For other interests, for example, interests for which the roll-over is not

chosen, the cost base will be worked out under the ordinary cost base
rules in Divisions 110 and 112.

Note 2: There is a special rule to determine the cost base of equity or debt
given to an ultimate holding company by an acquiring entity under an
arrangement: see section 124-784.

Allocation of cost base in cancellation case

The *cost base and *reduced cost base of any interests (the new
interests) issued by the original entity to an acquiring entity under
the "arrangement is worked out under subsection (3) if:
(a) original interests of an original interest holder are cancelled
under the arrangement; and
(b) the holder obtains a roll-over for the cancellation; and
(c) the holder is a *significant stakeholder or a *common
stakeholder for the arrangement.

The first element of the *cost base and *reduced cost base of the
new interests of an acquiring entity is that part of the cost base of
the cancelled interests as can be reasonably allocated to the new
interests, having regard to:

(a) the nature of the *arrangement; and

(b) the number, type and relative *market values of the cancelled

interests and the new interests; and
(c) any other relevant matters.

Example: Robert Co has 3 shareholders: Antill Co with 300 shares, Rachael Co
400 shares and Margaret Co 300 shares. The cost base of each share is

*To find definitions of asterisked terms, see the Dictionary, starting at section 995-1.

Income Tax Assessment Act 1997 65

Authorised Version C2014C00063 registered 03/03/2014



Chapter 3 Specialist liability rules
Part 3-3 Capital gains and losses: special topics