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Taxation of Chargeable Gains Act 1992
1992 CHAPTER 12

PART VI

COMPANIES, OIL, INSURANCE ETC.

CHAPTER II

OIL AND MINING INDUSTRIES

Mineral leases

201 Royalties.

(1) A person resident or ordinarily resident in the United Kingdom who in any chargeable
period is entitled to receive any mineral royalties under a mineral lease or agreement
shall be treated for the purposes of this Act as if there accrued to him in that period
a chargeable gain equal to one-half of the total of the mineral royalties receivable by
him under that lease or agreement in that period.

(2) This section shall have effect notwithstanding any provision of section 119(1) of the
Taxes Act making the whole of certain kinds of mineral royalties chargeable to tax
under Schedule D, F1... .

(3) The amount of the chargeable gain treated as accruing to any person by virtue of
subsection (1) above shall, notwithstanding any other provision of this Act, be the
whole amount calculated in accordance with that subsection, and, accordingly, no
reduction shall be made on account of expenditure incurred by that person or of any
other matter whatsoever.

(4) In any case where, before the commencement of section 122 of the Taxes Act, for
the purposes of the 1979 Act or corporation tax on chargeable gains a person was
treated as if there had accrued to him in any chargeable period ending before 6th
April 1988 a chargeable gain equal to the relevant fraction, determined in accordance
with section 29(3)(b) of the M1Finance Act 1970, of the total of the mineral royalties
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receivable by him under that lease or agreement in that period, subsection (1) above
shall have effect in relation to any mineral royalties receivable by him under that lease
or agreement in any later chargeable period with the substitution for the reference to
one-half of a reference to the relevant fraction as so determined.

Textual Amendments
F1 Words in s. 201(2) repealed (1.5.1995) by Finance Act 1995 (c. 4), Sch. 29 Pt. VIII(22)

Marginal Citations
M1 1970 c.24.

202 Capital losses.

(1) This section has effect in relation to capital losses which accrue during the currency
of a mineral lease or agreement, and applies in any case where, at the time of the
occurrence of a relevant event in relation to a mineral lease or agreement, the person
who immediately before that event occurred was entitled to receive mineral royalties
under the lease or agreement (“the taxpayer”) has an interest in the land to which the
mineral lease or agreement relates (“the relevant interest”).

(2) For the purposes of this section, a relevant event occurs in relation to a mineral lease
or agreement—

(a) on the expiry or termination of the mineral lease or agreement;
(b) if the relevant interest is disposed of, or is treated as having been disposed of

by virtue of any provision of this Act.

(3) On the expiry or termination of a mineral lease or agreement the taxpayer shall, if he
makes a claim in that behalf, be treated for purposes of tax in respect of chargeable
gains as if he had disposed of and immediately reacquired the relevant interest for
a consideration equal to its market value, but a claim may not be made under this
subsection—

(a) if the expiry or termination of the mineral lease or agreement is also a relevant
event falling within subsection (2)(b) above; nor

(b) unless, on the notional disposal referred to above, an allowable loss would
accrue to the taxpayer.

(4) In this section “the terminal loss”, in relation to a relevant event in respect of which
a claim is made under subsection (3) above, means the allowable loss which accrues
to the taxpayer by virtue of the notional disposal occurring on that relevant event by
virtue of that subsection.

(5) On making a claim under subsection (3) above, the taxpayer shall specify whether
he requires the terminal loss to be dealt with in accordance with subsection (6) or
subsections (9) to (11) below.

(6) Where the taxpayer requires the loss to be dealt with in accordance with this subsection
it shall be treated as an allowable loss accruing to him in the chargeable period in
which the mineral lease or agreement expires.

(7) If on the occurrence of a relevant event falling within subsection (2)(b) above, an
allowable loss accrues to the taxpayer on the disposal or notional disposal which
constitutes that relevant event, the taxpayer may make a claim under this subsection
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requiring the loss to be dealt with in accordance with subsections (9) to (11) below
and not in any other way.

(8) In subsections (9) to (11) below “the terminal loss” in relation to a relevant event in
respect of which a claim is made under subsection (7) above means the allowable loss
which accrues to the taxpayer as mentioned in that subsection.

(9) Where, as a result of a claim under subsection (3) or (7) above, the terminal loss is to be
dealt with in accordance with this subsection, then, subject to subsection (10) below,
it shall be deducted from or set off against the amount on which the taxpayer was
chargeable to capital gains tax, or as the case may be corporation tax, for chargeable
periods preceding that in which the relevant event giving rise to the terminal loss
occurred and falling wholly or partly within the period of 15 years ending with the
date of that event.

(10) The amount of the terminal loss which, by virtue of subsection (9) above, is to be
deducted from or set off against the amount on which the taxpayer was chargeable
to capital gains tax, or as the case may be corporation tax, for any chargeable period
shall not exceed the amount of the gain which in that period was treated, by virtue of
section 201(1), as accruing to the taxpayer in respect of mineral royalties under the
mineral lease or agreement in question; and subject to this limit any relief given to the
taxpayer by virtue of subsection (9) above shall be given as far as possible for a later
rather than an earlier chargeable period.

(11) If in any case where relief has been given to the taxpayer in accordance with
subsections (9) and (10) above there remains an unexpended balance of the terminal
loss which cannot be applied in accordance with those subsections, there shall be
treated as accruing to the taxpayer in the chargeable period in which the relevant event
occurs an allowable loss equal to that unexpended balance.

203 Provisions supplementary to sections 201 and 202.

(1) Subsections (5) to (7) of section 122 of the Taxes Act (meaning of “minerals" etc.)
shall apply for the interpretation of this section and sections 201 and 202 as they apply
for the interpretation of that section.

(2) No claim under section 202(3) or (7) shall be allowed unless it is made within 6 years
from the date of the relevant event by virtue of which the taxpayer is entitled to make
the claim.

(3) All such repayments of tax shall be made as may be necessary to give effect to any
such claim.
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