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This Alertis based on the Income Tax Act 2025 (ITA2025) which was approved in Parliament on 20 March

2025 and is due to come into effect on 1 January 2026.

We set out in this alert a summary of the CGT rules as contained in the ITA2025. CGT is imposed on the
gain arising from the disposal of a taxable asset where the consideration for the disposal of the asset

exceeds the cost (or deemed cost) of the asset.

If the cost exceeds the consideration, a capital loss arises. The capital loss is available to be offset against

capital gains indefinitely until the loss has been fully offset. The capital loss can only be offset against a

future capital gain (so capital losses are quarantined against capital gains). To claim a loss a CGT return

must be filed in respect of that disposal. As CGT will operate on a transaction-by-transaction basis a loss within an income year will not be
available for offset against a gain unless the loss arises first and a CGT return has been filed in respect of that disposal.

Furthermore, the capital loss can only be offset where the amount of the capital loss is substantiated to the satisfaction of the
Commissioner General. It is unclear what sufficient substantiation would require, and whether this is anything in addition to the IRC's usual

assessment process.

The determination of what is a “taxable asset”, when a disposal occurs and what would constitute consideration is critical to the scope of

the proposed CGT regime. We discuss these elements briefly below.

The proposed CGT rules suggest that that the CGT will initially only
apply to the following assets:

* aresource right
* information relating to a resource right

* amembership interest in an entity where more than 50% of
the value of the interest is derived, directly or indirectly, from
a resource right or information relation to a resource right or
option to acquire a resource right; and

* an option or right to acquire an asset referred to above.
Importantly, CGT will not apply to -
* an asset that is used by a person solely to derive exempt income

* trading stock, and the cost of acquiring trading stock and the
consideration derived for the disposal of trading stock is dealt
with under the income tax; and

¢ Gains or losses otherwise assessed as business income.

Note there is no exclusion for assets held prior to 1 January 2026.

The term disposal is widely defined to include:

« for aright - cancellation, redemption, expiration or surrendering
of a right. The time of disposal is the time when this occurs;

e for any other asset - at the time it is sold, exchanged, or
otherwise transferred ownership of the asset. Disposal can also
occur when an asset is destroyed.

When a person changes the application of an asset from a non-

business asset to a business asset (and vice versa), it is deemed to
be a disposal and reacquisition of the asset at fair market value for
CGT purposes. A disposal also includes a part disposal of an asset.

The CGT rules have specific rules on what constitutes cost for

each type of asset. Effectively it is the cost of acquisition (including
installation, improvement and cost to dispose of the asset)/
construction/production or development. Where the consideration
is in kind, it is the fair market value of the asset acquired. There are
specific rules that apply to specific types of assets.

The transitional provisions do not have an exclusion for
pre-CGT assets, meaning CGT assets held at the time of CGT
implementation will instantly fall into the CGT regime.

A taxpayer can elect that the cost of an asset acquired before the
commencement date of the CGT rules is determined the same
way as assets acquired after the CGT commencement date. This
method does not account for any increases in value from the
time of acquisition to the CGT commencement date and so is
retrospective in effect.

Alternatively, we the above election is not made, the cost is the
fair market value of the asset at the CGT commencement date.
Fair market value is defined in the ITA2026. However, some
questions remain as to what evidence is considered acceptable
documentation to support the determination of fair market value.

The general rule is that the consideration for the disposal of an
asset is the total amount received or receivable. Some specific
rules apply where an asset was destroyed, change of purpose of
the asset etc. The CGT rules do not specifically cater for deferred
consideration or earn-out arrangements so as to prevent
unfunded CGT liabilities arising.
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Group Company Reorganisations

For transfers between PNG group companies, including permanent
establishments of non-resident group companies, the capital
allowance rules contain corporate reorganization relief in the form
of roll-over relief (i.e. the acquiring company is deemed to acquire
the asset at the written down value of the asset in the hands of the
disposing company). The relief is restricted to taxable PNG assets
where the transfer is to a permanent establishment of a non-
resident company.

These provisions also apply to CGT taxable assets, such that no
CGT gain or loss will arise on the transfer of assets. Instead, the
related entity will be treated as having acquired the CGT asset
for the same value as held by the disposing entity at the time of
transfer.

Administration of CGT: Filing and payment
obligation

The ITA2025 requires a person to lodge a CGT return and pay the
CGT within 21 days from the disposal of the asset. As noted above,
this means that a capital gain occurring before a capital loss in the
same tax year, cannot be reduced by that capital loss.

The CGT payable by a person will be 15% of the amount of the
capital gain arising on the disposal of a taxable asset reduced

by any capital loss carried forward. Where the taxable asset is
acquired from a non-resident the person acquiring the asset is
required to withhold 10% of the gross consideration unless the
Commissioner General has issued notice that the rate can be
varied to another rate, including at a zero rate. This rule requires all
investors to be aware of the CGT in PNG.

Where there is an indirect transfer of a resource right, the licensee
must notify the Commissioner General, in writing, where there

is a change in beneficial owner or owners of 10% or more of the
membership interests in the licensee. This must be done within

15 days of the change occurring or within such further time as the
Commissioner General may allow. The licensee will become liable
as an agent for CGT payable by a non-resident in respect of the
disposal, including lodging a return within 20 days of the disposal.
The tax paid is creditable to the non-resident, with the licensee
only able to recover against the non-resident transferor.

The CGT procedural rules raise a number of questions over their
effective application in practice.

The introduction of capital gains tax is significant for the resource
sector and its investors, and taxpayers should take time to ensure
they understand the implications of the changes for their business.

If you would like to discuss the draft changes or their impact,
please contact us.

Leadership contacts

For more details please contact your key Deloitte contacts or any of the following:

Andrew Harris

Partner

Tax & Legal
andrewharris@deloitte.com.pg

Maygen Turliu

Partner

Tax & Legal
mturliu@deloitte.com.pg

Sanchika Sutharshan
Partner

Tax & Legal
ssutharshan@deloitte.com.pg



mailto:ssutharshan@deloitte.com.pg
mailto:mturliu@deloitte.com.pg

Deloitte

Contact us

Deloitte Touche Tohmatsu
Level 9 Deloitte Haus,
MacGregor Street,

Port Moresby

Papua New Guinea
Phone: +675 308 7000
www.deloitte.com/pg

About Deloitte

Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services.
Our network of member firms in more than 150 countries and territories serves four out of five Fortune Global 500®companies.
Learn how Deloitte’s approximately 286,000 people make an impact that matters at www.deloitte.com.

About Deloitte Asia Pacific

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited
and their related entities provide services in Australia, Brunei Darussalam, Cambodia, East Timor, Federated States of Micronesia,
Guam, Indonesia, Japan, Laos, Malaysia, Mongolia, Myanmar, New Zealand, Palau, Papua New Guinea, Singapore, Thailand,

The Marshall Islands, The Northern Mariana Islands, The People’s Republic of China (incl. Hong Kong SAR and Macau SAR),

The Philippines and Vietnam, in each of which operations are conducted by separate and independent legal entities.

About Deloitte Australia

In Australia, the Deloitte Network member is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading
professional services firms. Deloitte Touche Tohmatsu and its affiliates provide audit, tax, consulting, and financial advisory services
through approximately 8000 people across the country. Focused on the creation of value and growth, and known as an employer of
choice for innovative human resources programs, we are dedicated to helping our clients and our people excel. For more information,
please visit our web site at https://www?2.deloitte.com/au/en.html.

Member of Deloitte Asia Pacific Limited and the Deloitte organisation.
© 2025 Deloitte Touche Tohmatsu.

Designed by CoRe Creative Services. RITM2241917



