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An Act to implement a New Business Tax System,
and for related purposes

[Assented to 11 April 2003
The Parliament of Australia enacts:

1 Short title

This Act may be cited as tiNew Business Tax System
(Consolidation and Other Measures) Act 2003

2 Commencement

(1) Each provision of this Act specified in colurhmof the table
commences, or is taken to have commenced, on therds the
time specified in column 2 of the table.

Commencement information

Column 1 Column 2 Column 3

Provision(s) Commencement Date/Details

1. Sections 1 to 4 The day on which this Act receives the 11 April 2003
and anything in  Royal Assent

this Act not
elsewhere covered
by this table
2. Schedules 1 to Immediately after the commencement of 24 October 2002
3 Schedule 1 to thBew Business Tax System
(Consolidation and Other Measures) Act
(No. 1) 2002
3. Schedule 4 Immediately after the commencemient o 24 October 2002
Schedule 21 to this Act
4. Schedules 5 to Immediately after the commencement of 24 October 2002
8 Schedule 1 to thBew Business Tax System
(Consolidation and Other Measures) Act
(No. 1) 2002
5. Schedule 9 Immediately after the commencemient o 24 October 2002

Schedule 8 to this Act
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Commencement information

Column 1 Column 2 Column 3
Provision(s) Commencement Date/Details
6. Schedule 10 Immediately after the commencemmient 24 October 2002

Schedule 9 to this Act

7. Schedules 11 Immediately after the commencement of 24 October 2002

to 13 Schedule 1 to thBew Business Tax System

(Consolidation and Other Measures) Act

(No. 1) 2002
8. Schedule 14, Immediately after the commencement of 24 October 2002
item 1 Schedule 5 to this Act
9. Schedule 14, Immediately after the commencement of 24 October 2002
items 2 to 12 Schedule 1 to thBew Business Tax System

(Consolidation and Other Measures) Act
(No. 1) 2002

10. Schedules 15 Immediately after the commencement of 24 October 2002

to 18

Schedule 1 to thBew Business Tax System
(Consolidation and Other Measures) Act
(No. 1) 2002

11. Schedule 19, Immediately after the commencement of 24 October 2002
items 1 to 6 Schedule 1 to thBlew Business Tax System

(Consolidation and Other Measures) Act
(No. 1) 2002

12. Schedule 19,

item 7 New Business Tax System (Consolidation)

Act (No. 1) 2002or the commencement of
item 34 of Schedule 5 to that Act

Immediately after the time specified in the 24 October 2002

13. Schedules 20 Immediately after the commencement of 24 October 2002

to 23

Schedule 1 to thBew Business Tax System
(Consolidation and Other Measures) Act
(No. 1) 2002

14. Schedule 24 Immediately after the commencewient 24 October 2002

Schedule 6 to this Act

15. Schedules 25 Immediately after the commencement of 29 June 2002

to 27

Schedule 13 to thdew Business Tax System
(Consolidation, Value Shifting, Demergers
and Other Measures) Act 2002

16. Schedule 28,

item 1 New Business Tax System (Imputation) Act

2002

Immediately after the commencement of th9 June 2002

New Business Tax System (Consolidation and Other veEesgsiict 2003
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Commencement information

Column 1

Column 2 Column 3

Provision(s)

Commencement Date/Details

17. Schedule 28,
items 2 to 18

Immediately after the commencement of 29 June 2002
Schedule 27 to this Act

18. Schedule 28,
subitem 19(1)

Immediately after the commencement of th9 June 2002
New Business Tax System (Imputation) Act
2002

19. Schedule 28,
subitems 19(2)
and (3)

Immediately after the commencement of 29 June 2002
Schedule 27 to this Act

20. Schedule 29,
items 1to 11

Immediately after the commencement of 29 June 2002
item 13 of Schedule 29 to this Act

21. Schedule 29,
items 12 and 13

Immediately after the commencement of 29 June 2002
Schedule 27 to this Act

22. Schedule 29,
item 14

Immediately after the commencement of 29 June 2002
item 13 of Schedule 29 to this Act

23. Schedule 30

Immediately after the commencenfent 29 June 2002
Schedule 13 to thdew Business Tax System
(Consolidation, Value Shifting, Demergers
and Other Measures) Act 2002

Note:

(2) Column 3 of the table is for additional infation that is not part

This table relates only to the provisionshi$ Act as originally

passed by the Parliament and assented to. It aiilbe expanded to

deal with provisions inserted in this Act aftererss

of this Act. This information may be included inygoublished
version of this Act.

3 Schedule(s)

Each Act that is specified in a Schedule to Ausis amended or
repealed as set out in the applicable items irSttteedule
concerned, and any other item in a Schedule toftttifias effect
according to its terms.

4 Amendment of income tax assessments

Section 170 of thelncome Tax Assessment Act 188&s not
prevent the amendment of an assessment made tedore

4 New Business Tax System (ConsolidatidrOaner Measures) Act 2003
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commencement of this section for the purposeswingieffect to
this Act.
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Schedule 1 Consolidation: amendments of various cost bageigions
Part 1 Adjustments to restrict step 4 reduction in alole cost amount in Subdivision
705-B and 705-D cases

Schedule 1—Consolidation: amendments of
various cost base provisions

Part 1—Adjustments to restrict step 4 reduction in
allocable cost amount in Subdivision 705-B
and 705-D cases

Income Tax Assessment Act 1997

1 Section 705-155
Repeal the section, substitute:

705-155 Adjustments to restrict step 4 reductionfallocable cost
amount to effective distributions to head companyn
respect of direct membership interests

Object

(1) The object of this section is to ensure thmatyorking out the
group’s*allocable cost amount for entities that becdmébsidiary
members of the group at the formation time, theicédn under
step 4 in the table in section 705-60 (about prerédion time
distributions out of certain profits) is made ofdy profits that
have been effectively distributed to fhead company in respect
of its direct'membership interests in the entities. This ensures
consistency with the ordering rule in section 7@5-1

When section applies

(2) This section applies to a distribution (thject distribution to
the extent that the following conditions are satikf
(a) the distribution is made by an entity (Hubject entity that
becomes &subsidiary member of the group at the formation
time;
(b) in working out the group™allocable cost amount for the
subject entity there would, apart from this sectioma

6 New Business Tax System (Consolidatidroaner Measures) Act 2003 No. 16,
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Consolidation: amendments of various cost baseisioms Schedule 1
Adjustments to restrict step 4 reduction in alldeatmst amount in Subdivision 705-B
and 705-D case®art 1

reduction under step 4 in the table in section @0%er the
distribution.

Step 4 reduction only if subject distribution isdedo head
company etc.

(3) There is no reduction as mentioned in pardg(apb) for the
subject distribution unless:
(a) the subject distribution is made to thead company of the
group; or
(b) the reduction is in accordance with subsedtin

Step 4 reduction for effective distribution to heathpany

(4) If:
(a) at the formation time, tHeead company of the group has a
direct"membership interest in the subject entity; and

(b) the head company acquired the membershipestteirectly
from another entity, or indirectly as a result aeEmr more
acquisitions from other entities, where:

(i) section 160ZZ0 of thkacome Tax Assessment Act 1936
applied to each acquisition; or
(if) there was a roll-over under Subdivision 126eB each
acquisition;
or a combination of these happened; and

(c) while it held the membership interest, thatgnbr one of the
entities, mentioned in paragraph (b) (teeipient of the
further distribution) received a distribution (tHerther
distribution) of some of the subject distribution from the
subject entity;

the consequences in subsections (5) and (6) apply.

Reduction for further distribution that remains kvitecipient

(5) If:
(a) the following happen:
(i) by the formation time, any of the further dilstition
(theeligible reduction amounthad not again been
distributed by the recipient of the further distion;

New Business Tax System (Consolidation and Other IveEesgsiict 2003 No. 16, 2003
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Schedule 1 Consolidation: amendments of various cost bageigions
Part 1 Adjustments to restrict step 4 reduction in alole cost amount in Subdivision
705-B and 705-D cases

(6)

(ii) the recipient of the further distribution dorot become
a”subsidiary member of the group at the formation
time; or

(b) the following happen:

() by the formation time, any of the further dilstition
(theeligible reduction amounthad been distributed by
the recipient of the further distribution to anatkatity
directly, or indirectly though successive distribas by
interposed entities;

(ii) that other entity does not become a subsjdiaember
of the group at the formation time; or

(c) both of the above paragraphs apply;

then, in working out the group’sllocable cost amount for the
subject entity, the reduction under step 4 in #ixetin

section 705-60 for the subject distribution onlyes place to the
extent that it equals the sum of all eligible reghrcamounts.

Step 1 reduced cost base adjustment to reverse effeeduction
for further distribution

Also, if subsection 160ZK(5) of thecome Tax Assessment Act
19360r subsection 110-55(7) of this Act applied to filmther
distribution, then for the purposes of step 1 imtidble in

section 705-60 in working out the groupalocable cost amount
for the subject entity:

(a) the reference in subsection 705-65(3) to aatwh resulting
from the application of subsection 160ZK(5) of theome
Tax Assessment Act 193hd
(b) the reference in subsection 705-65(5) to acean that has
taken place under subsection 110-55(7);
include a reference to the reduction in theluced cost base of the
membership interest in the subject entity resulfing the
application of subsection 160ZK(5) of treome Tax Assessment
Act 1936 or subsection 110-55(7) of this Act, to the ferth
distribution.

2 Section 705-230

Repeal the section, substitute:

8
2003
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Consolidation: amendments of various cost baseisioms Schedule 1
Adjustments to restrict step 4 reduction in alldeatmst amount in Subdivision 705-B
and 705-D case®art 1

705-230 Adjustments to restrict step 4 reductionfallocable cost
amount to effective distributions to head companyn
respect of direct membership interests

Object

(1) The object of this section is to ensure thmatyorking out the
group’s*allocable cost amount for the linked entities, résguction
under step 4 in the table in section 705-60 (apoedformation
time distributions out of certain profits) is maai@y for profits
that have been effectively distributed to thead company in
respect of its dire¢cimembership interests in the entities. This
ensures consistency with the ordering rule in eactio5-225.

When section applies

(2) This section applies to a distribution to éxtent that the
following conditions are satisfied:

(a) the distribution is made by a linked entity;

(b) in working out the group™allocable cost amount for the
linked entity there would, apart from this sectiba,a
reduction under step 4 in the table in section G0%er the
distribution.

Step 4 reduction only if subject distribution isdedo head
company

(3) There is no reduction as mentioned in subse¢f) for the
distribution unless it is made to theead company of the group.

New Business Tax System (Consolidation and Other IveEesgsiict 2003 No. 16, 2003
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Schedule 1 Consolidation: amendments of various cost bageigions
Part 2 Consequential amendments relating to simplifiredutation system

Part 2—Consequential amendments relating to
simplified imputation system

Income Tax Assessment Act 1997

3 Section 705-60 (table item 3, column headed “Wha t the step
requires”)
Omit “frankable”, substitute “taxed”.

4 Subsection 705-90(3)
Repeal the subsection, substitute:

Extent to which tax paid on undistributed profits

(3) Then work out how much of the undistributedfips does not
exceed the amount worked out using the followingiida as at
the joining time:

Balance of *franking account 1 —*corporate tax rate
(worked out on assumptionsx
in subsection (4))

*Corporate tax rate

5 Section 705-90 (heading)
Repeal the heading, substitute:

705-90 Undistributed, taxed profits accruing to jined group before
joining time—step 3 in working out allocable cost enount

6 Paragraph 705-90(6)(a)
Omit “, if they had been distributed as dividentitha joining time,

could have been so franked”, substitute “satiséyrédquirements of
subsection (3)".

Income Tax (Transitional Provisions) Act 1997

10 New Business Tax System (Consolidatidrogher Measures) Act 2003 No. 16,
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Consolidation: amendments of various cost baseisioms Schedule 1
Consequential amendments relating to simplifiedutapion systemPart 2

7 Subsection 701-30(2)
Omit “unfrankable’, substitute tintaxed'.

Note:  The heading to section 701-30 is alteredrhiiting “unfrankable” and substituting
“untaxed’.

8 Subsection 701-30(4)
Omit “unfrankable”, substitute “untaxed”.

New Business Tax System (Consolidation and Other veEesgsiict 2003 No. 16, 2003
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Schedule 1 Consolidation: amendments of various cost bageigions
Part 3 Changes to tax cost setting amount in Subdivig@BB and 705-D cases to
take account of steps 3 and 5 of allocable cosuaino

Part 3—Changes to tax cost setting amount in
Subdivision 705-B and 705-D cases to take
account of steps 3 and 5 of allocable cost
amount

Income Tax Assessment Act 1997

9 Section 705-160
Repeal the section, substitute:

705-160 Adjustment to allocation of allocable cogtmount to take
account of owned profits or losses of certain entés that
become subsidiary members

Object

(1) The object of this section is to prevent daiiton under
section 705-35 in the allocation ‘@llocable cost amount to an
entity that becomes’aubsidiary member of the group where that
entity has direct or indireémembership interests in another entity
that has certain profits or tax losses when it bexoa subsidiary
member.

Adjustment to allocation of allocable cost amouheve direct
interest in entity with profits/losses

(2) It
(a) an entity becomes'asubsidiary member of the group at the
formation time; and
(b) the entity haSmembership interests in a second entity that
becomes a subsidiary member of the group at tinat tand
(c) in working out the group™allocable cost amount for the
second entity:

(i) an amount is required to be added @heond entity’s
profit/loss adjustment amountunder step 3 in the table
in section 705-60 (about profits accruing before
becoming a subsidiary member of the group); or

12 New Business Tax System (Consolidatidrogher Measures) Act 2003 No. 16,
2003



Consolidation: amendments of various cost baseisioms Schedule 1
Changes to tax cost setting amount in Subdivis@BB and 705-D cases to take
account of steps 3 and 5 of allocable cost amdant 3

(i) an amount is required to be subtracted (#iesecond
entity’s profit/loss adjustment amouptinder step 5 in
the table in section 705-60 (about losses accrio@igre
becoming a subsidiary member of the group);

then, for the purposes of working out under secfioB-35 thetax
cost setting amount for the assets of the firstyerihe *market
value of the first entity’'s membership interestshe second entity
is reduced (in a subparagraph (c)(i) case) or as=é (in a
subparagraph (c)(ii) case) by the first entitytenest in the second
entity’s profit/loss adjustment amount (see sulisedB)).

First entity’s interest in second entity’s profigls adjustment
amount

(3) The first entity’s interest in the second Bri profit/loss
adjustment amount is worked out using the formula:

*Market value of first
entity's *membership interests
in second entity . Second entity's profit / loss
*Market value of all *membership adjustment amount
interests in second entity

Adjustment to allocation of allocable cost amowmtifidirect
interest in entity with profits/losses

(4) If:
(a) an entity becomes'subsidiary member of the group at the
formation time; and

(b) the entity hadmembership interests in a second entity that
becomes a subsidiary member of the group at tinat tand

(c) the second entity has, directly or indire¢tiyough one or
more interposed entities that become subsidiary beesof
the group at the formation time, membership intsrizsa
third entity that becomes a subsidiary member efgitoup at
that time; and

(d) in working out the group™allocable cost amount for the
third entity:
(i) an amount is required to be added {ttied entity’s
profit/loss adjustment amountunder step 3 in the table

New Business Tax System (Consolidation and Other IveEesgsiict 2003 No. 16, 2003
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Schedule 1 Consolidation: amendments of various cost bageigions
Part 3 Changes to tax cost setting amount in Subdivig@BB and 705-D cases to
take account of steps 3 and 5 of allocable cosuaino

()

in section 705-60 (about profits accruing before
becoming a subsidiary member of the group); or

(i) an amount is required to be subtracted (thedthird
entity’s profit/loss adjustment amouptuinder step 5 in
the table in section 705-60 (about losses accrogfigre
becoming a subsidiary member of the group);

then, for the purposes of working out under sectiob-35 thetax
cost setting amount for the assets of the firstyerthe*market
value of the first entity’'s membership interestsha second entity
is reduced (in a subparagraph (d)(i) case) or aszé (in a
subparagraph (d)(ii) case) by the first entity’'®mest in the third
entity’s profit/loss adjustment amount (see sulisedb)).

First entity’s interest in third entity’s profit/ks adjustment amount

The first entity’s interest in the third et profit/loss adjustment
amount is worked out using the formula:

Market value of first entity's
membership interests in third
entity held through second entityx Third entity's profit / loss
*Market value of all *membership adjustment amount
interests in third entity

where:

market value of first entity’s membership intereststhird entity
held through second entitgneans thémarket value of alll
*membership interests in the third entity that ih& £ntity holds
indirectly through the second entity (includingahgh that entity
and one or more other entities that becésubsidiary members of
the group and are interposed between the secoityg @md the
third entity).

10 Section 705-235
Repeal the section, substitute:

14 New Business Tax System (Consolidatidrogher Measures) Act 2003 No. 16,
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Consolidation: amendments of various cost baseisioms Schedule 1
Changes to tax cost setting amount in Subdivis@BB and 705-D cases to take
account of steps 3 and 5 of allocable cost amdant 3

705-235 Adjustment to allocation of allocable cogtmount to take
account of owned profits or losses of certain linka
entities

Object

(1) The object of this section is to prevent daiiton under
section 705-35 in the allocation ‘@fllocable cost amount to a
linked entity where that entity has direct or irdirmembership
interests in another linked entity that has cernpaofits or tax
losses.

Adjustment to allocation of allocable cost amouheve direct
interest in linked entity with profits/losses

(2) If:
(a) alinked entity hasnembership interests in a second linked
entity; and
(b) in working out the group™allocable cost amount for the
second linked entity:

(i) an amount is required to be added @beond linked
entity’s profit/loss adjustment amouptunder step 3 in
the table in section 705-60 (about profits accruing
before becoming a subsidiary member of the graup);

(i) an amount is required to be subtracted (#iesecond
linked entity’s profit/loss adjustment amountinder
step 5 in the table in section 705-60 (about losses
accruing before becoming a subsidiary member of the
group);

then, for the purposes of working out under sectiob-35 theétax
cost setting amount for the assets of the firgeihentity, the
“market value of the first linked entity’'s membeshiterests in
the second linked entity is reduced (in a subpagzy(b)(i) case)
or increased (in a subparagraph (b)(ii) case) byitht linked
entity’s interest in the second linked entity’s fiiftoss adjustment
amount (see subsection (3)).

New Business Tax System (Consolidation and Other veEesgsiict 2003 No. 16, 2003
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Schedule 1 Consolidation: amendments of various cost bageigions
Part 3 Changes to tax cost setting amount in Subdivig@BB and 705-D cases to
take account of steps 3 and 5 of allocable cosuaino

First linked entity’s interest in second linkedigns profit/loss
adjustment amount

(3) The first linked entity’s interest in the seddinked entity’s
profit/loss adjustment amount is worked out ushmgformula:

*Market value of first linked
entity's *membership interests
in second linked entity Second linked entity's
*Market value of all profit / loss adjustment amount
*membership interests
in second linked entity

Adjustment to allocation of allocable cost amowntifdirect
interest in linked entity with profits/losses

(4) If:
(a) a linked entity hasnembership interests in a second linked
entity; and
(b) the second linked entity has, directly or redtly through
one or more interposed linked entities, membersitgrests
in a third linked entity; and

(c) in working out the group™allocable cost amount for the
third linked entity:

(i) an amount is required to be added (tried linked
entity’s profit/loss adjustment amouptuinder step 3 in
the table in section 705-60 (about profits accruing
before becoming a subsidiary member of the graup);

(i) an amount is required to be subtracted (thedthird
linked entity’s profit/loss adjustment amountinder
step 5 in the table in section 705-60 (about losses
accruing before becoming a subsidiary member of the
group);

then, for the purposes of working out under sectioB-35 thetax
cost setting amount for the assets of the firgelthentity, the
*market value of the first linked entity’s membeshiterests in
the second linked entity is reduced (in a subpagag(c)(i) case)
or increased (in a subparagraph (c)(ii) case) byfitht linked
entity’s interest in the third linked entity’s pidioss adjustment
amount (see subsection (5)).

16 New Business Tax System (Consolidatidrogher Measures) Act 2003 No. 16,
2003



Consolidation: amendments of various cost baseisioms Schedule 1
Changes to tax cost setting amount in Subdivis@BB and 705-D cases to take
account of steps 3 and 5 of allocable cost amdant 3

First linked entity’s interest in third linked etytis profit/loss
adjustment amount

(5) The first linked entity’s interest in the tthilinked entity’s
profit/loss adjustment amount is worked out ushmgformula:

Market value of first linked entity's
membership interests
in third linked entity
held through second linked entityx Third linked entity's
*Market value of all profit/ loss adjustment amount
*membership interests
in third linked entity

where:

market value of first linked entity’s membershiptirests in third
linked entity held through second linked entitygeans thémarket
value of all'membership interests in the third linked entityt tihe
first linked entity holds indirectly through thecemd linked entity
(including through that entity and one or more otivked entities
that are interposed between the second linkedyeanid the third
linked entity).
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Part 4 Adjustment to allocable cost amount for certaigjoining time roll-overs from
foreign residents

Part 4—Adjustment to allocable cost amount for
certain pre-joining time roll-overs from
foreign residents

Income Tax Assessment Act 1997

11 Section 705-60 (after table item 3)

Insert:
3A For each step 3A amount (if any)  To adjust for certain intra-group
under section 705-93 (which is aboutroll-overs from foreign companies
pre-joining time intra-group before the joining time
roll-overs from foreign resident
companies):

(a) if the step 3A amount is an
increase amount under that
section—add to the result of step
3 (as affected by any previous
application of this step) the step
3A amount; or

(b) if the step 3A amount is a
reduction amount under that
section—subtract from the result
of step 3 (as affected by any
previous application of this step)
the step 3A amount

12 Section 705-60 (table item 4, column headed “Wh  at the
step requires”)
Omit “step 3", substitute “step 3A”".

13 At the end of section 705-60
Add:

Note: The head company may be taken to have madpitl gain,
depending on the amount remaining after applyieg 8A: see CGT
event L2.

14 After section 705-90
Insert:
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Consolidation: amendments of various cost baseisioms Schedule 1
Adjustment to allocable cost amount for certainjpiring time roll-overs from foreign
residentsPart 4

705-93 If pre-joining time roll-over from foreign resident
company—step 3A in working out allocable cost amoun

When there is a step 3A amount

(1) For the purposes of step 3A in the table otisa 705-60, there is
a step 3A amount if:
(a) before the joining time:

(i) there was a roll-over under Subdivision 126aB
Subdivision 126-B roll-overin relation to dCGT
event that happened in relation to an assetr¢ihever
assey}; or

(ii) section 160ZZ0 of thtncome Tax Assessment Act 1936
applied in relation to a disposalgaction 160ZZ0O
roll-over) of an asset (also thell-over asset and

(b) the originating company in relation to the 8ivision 126-B
roll-over, or the transferor in relation to the 8@t 160220
roll-over, was a foreign resident; and

(c) the recipient company in relation to the Sulsibn 126-B
roll-over, or the transferee in relation to theteer160Z2Z20
roll-over, was an Australian resident and was hetdntity
that became ththead company of the joined group; and

(d) between the Subdivision 126-B roll-over, o th
section 160ZZ0 roll-over, and the joining time, atber
CGT event happened in relation to the roll-oveets
which there was not a Subdivision 126-B roll-oveao
section 160ZZ0 roll-over; and

(e) the roll-over asset is notjre-CGT asset at the joining time;
and

(f) the roll-over asset becomes that of the heedpany of the
joined group because subsection 701-1(1) (the esiexgiity
rule) applies when the joining entity becomésubsidiary
member of the group.

What the step 3A amount is

(2) The step 3A amount is:

(a) if, as a result of the Subdivision 126-B roller mentioned in
subparagraph (1)(a)(i), or the section 160ZZ0 ovky
mentioned in subparagraph (1)(a)(iif,capital loss of the
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Part 4 Adjustment to allocable cost amount for certaigjoining time roll-overs from
foreign residents

originating company was disregarded or a capits tuf the
transferor was not incurred—an increase amountl équle
capital loss; or

(b) if, as a result of the Subdivision 126-B roller mentioned in
subparagraph (1)(a)(i), or the section 160ZZ0 owky
mentioned in subparagraph (1)(a)(iif,capital gain of the
originating company was disregarded or a capitel gathe
transferor did not accrue—a reduction amount etjutie
capital gain.

15 After section 705-145
Insert:

705-147 Adjustment in working out step 3A of alloable cost amount
to take account of membership interests held by
subsidiary members in other such members

Object

(1) The object of this section is to modify théeet that
section 705-93 (step 3A of allocable cost amouas)ih
accordance with this Subdivision so that it take=oant of
*membership interests that entities that bectsubsidiary
members hold in other such entities.

Apportionment of step 3A amount among first levielrposed
entities

(2) If:

(a) under section 705-93, in its application inadance with
this Subdivision, there is a step 3A amount forgbhgose of
working out the group’&allocable cost amount for an entity
(thesubject entity that becomes ‘subsidiary member of the
group at the formation time; and

(b) at that time one or more entities (finst level entitie$, that
become subsidiary members of the group and in whieh
*head company holdsnembership interests, are interposed
between the head company and the subject entity;

then the step 3A amount is apportioned among thelével
entities and the subject entity on the followingiba
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Consolidation: amendments of various cost baseisioms Schedule 1
Adjustment to allocable cost amount for certainjpiring time roll-overs from foreign
residentsPart 4

(c) each first level entity has the following poofion of the step
3A amount:

Market value of first level entity’s
direct and indirect membership
interests in subject entity

Market value of all membership
interests in subject entity

where:

market value of all membership interests in sutfjentity
means thémarket value, at the formation time, of alll
“membership interests in the subject entity thahate by
entities that becom@nembers of the group at that time.
market value of first level entity’s direct anddirect
membership interests in subject entityeans so much of the
market value of all membership interests in thgesttentity
(as defined above) as is attributablért@mbership interests
that the first level entity holds directly, or imectly through
other interposed entities that becoteebsidiary members of
the group at the formation time; and

(d) the subject entity has the remainder of thp SA amount.

Step 3A amount for assets consisting of membeirgiigsts held
by subsidiary members in other subsidiary members

3) It
(a) before the formation time:

(i) there was a roll-over under Subdivision 126aB
Subdivision 126-B roll-overin relation to dCGT
event that happened in relation to an assetr¢ihever
assey}; or

(ii) section 160ZZ0 of thtncome Tax Assessment Act 1936
applied in relation to a disposalgaction 160ZZ0O
roll-over) of an asset (also thell-over asset and

(b) the originating company in relation to the 8ision 126-B
roll-over, or the transferor in relation to the 8@t 160220
roll-over, was a foreign resident; and

(c) the recipient company in relation to the Sulsibn 126-B
roll-over, or the transferee in relation to theteec160Z2Z0
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Part 4 Adjustment to allocable cost amount for certaigjoining time roll-overs from
foreign residents

roll-over, was an Australian resident and was hetdntity
that became ththead company of the group; and
(d) between the Subdivision 126-B roll-over, o th
section 160ZZ0 roll-over, and the formation time,ather
CGT event happened in relation to the roll-oveetis
which there was not a Subdivision 126-B roll-overo
section 160ZZ0 roll-over; and
(e) the roll-over asset is‘membership interest in an entity that
becomes &subsidiary member at the formation time, other
than one that is held at that time by the entiat ttecomes
the head company of the group;
then, subject to subsection (5), there is undeisec05-93 a step
3A amount for the purpose of working out the gratpllocable
cost amount for the entity (tlseibject entity that holds the
roll-over asset at the formation time.

What the step 3A amount is

(4) The step 3A amount is:

(a) if, as a result of the Subdivision 126-B roller mentioned in
subparagraph (3)(a)(i), or the section 160ZZ0 ovky
mentioned in subparagraph (3)(a)(iif,capital loss of the
originating company was disregarded or a capits tuf the
transferor was not incurred—an increase amountl équle
capital loss; or

(b) if, as a result of the Subdivision 126-B roller mentioned in
subparagraph (3)(a)(i), or the section 160ZZ0 ooy
mentioned in subparagraph (3)(a)(iif,capital gain of the
originating company was disregarded or a capitial githe
transferor did not accrue—a reduction amount etputie
capital gain.

Apportionment of step 3A amount among first leviglrposed
entities

(5) If at the formation time one or more entitikgt become
*subsidiary members of the group and in which'tread company
holds*membership interests, are interposed between tt he
company and the subject entity, then the step 3duainis
apportioned among those entities and the subj¢ity @mthe same
way as a step 3A amount is apportioned under stibsd@).
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Adjustment to allocable cost amount for certainjpiring time roll-overs from foreign
residentsPart 4

16 Section 705-150 (heading)
Repeal the heading, substitute:

705-150 Adjustment to result of step 3A in workingout allocable
cost amount where pre-formation time roll-over from
head company to member of wholly-owned group

17 Subsection 705-150(3) (heading)
Repeal the heading, substitute:

Adjustment to result of step 3A in allocable casbant for head
company roll-over recipient

18 Subsection 705-150(3)
Omit “step 3", substitute “step 3A”".

19 Subsection 705-150(4) (heading)
Repeal the heading, substitute:

Adjustment to result of step 3A in allocable casbant for
interposed entity

20 Subsection 705-150(4)
Omit “step 3", substitute “step 3A”".

21 Subsection 705-150(4) (note)
Repeal the note, substitute:

Note: If, after applying this section, the amowThaining as a result of step
3Ain the table in section 705-60 is negative,libad company makes
a capital gain equal to that amount: see CGT event L

22 After section 705-225
Insert:
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Part 4 Adjustment to allocable cost amount for certaigjoining time roll-overs from
foreign residents

705-227 Adjustment in working out step 3A of alloable cost amount
to take account of membership interests held by liked
entities in other linked entities

Object

(1) The object of this section is to modify théeef that
section 705-93 (step 3A of allocable cost amouas)ih
accordance with this Subdivision so that it take=oant of
*membership interests that linked entities holdtheolinked
entities at the time (thenked entity joining timg when the linked
entities becomésubsidiary members of the group.

Apportionment of step 3A amount among first levielrposed
entities

(2) If:
(a) under section 705-93, in its application inadance with
this Subdivision, there is a step 3A amount forgbhgose of
working out the group’&allocable cost amount for a
particular linked entity (theubject entity, and

(b) at the linked entity joining time, one or marfethe linked
entities (théfirst level entitieg in which the"head company
holds*membership interests are interposed between the hea
company and the subject entity;

then the step 3A amount is apportioned among thelével
entities and the subject entity on the followingiba

(c) each first level entity has the following poofion of the step
3A amount:

Market value of first level entity’s
direct and indirect membership
interests in subject entity

Market value of all membership
interests in subject entity

where:

market value of all membership interests in sutfj@ntity
means thémarket value, at the linked entity joining time, of
all ‘membership interests in the subject entity thahatd by
entities that becomienembers of the group at that time.
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Adjustment to allocable cost amount for certainjpiring time roll-overs from foreign
residentsPart 4

market value of first level entity’s direct anddirect
membership interests in subject entityeans so much of the
market value of all membership interests in thgestitentity
(as defined above) as is attributablérr@mbership interests
that the first level entity holds directly, or imectly through
other linked entities; and

(d) the subject entity has the remainder of thp SA amount.

Step 3A amount for assets consisting of membeirgigsts held
by linked entities in other linked entities

(3) If:
(a) before the linked entity joining time:

(i) there was a roll-over under Subdivision 126aB
Subdivision 126-B roll-overin relation to dCGT
event that happened in relation to an assetr¢ihever
assey}; or

(ii) section 160ZZ0 of thtncome Tax Assessment Act 1936
applied in relation to a disposalgaction 160Z2Z0
roll-over) of an asset (also thell-over asset, and

(b) the originating company in relation to the 8ivision 126-B
roll-over, or the transferor in relation to the 8@t 160220
roll-over, was a foreign resident; and

(c) the recipient company in relation to the Sulsibn 126-B
roll-over, or the transferee in relation to theteec160Z2Z0
roll-over, was an Australian resident and was hetdntity
that became ththead company of the group; and

(d) between the Subdivision 126-B roll-over, o th
section 160ZZ0 roll-over, and the linked entitynjoig time,
no other CGT event happened in relation to theawdr
asset for which there was not a Subdivision 12&{Baver
or a section 160ZZ0 roll-over; and

(e) the roll-over asset is‘mmembership interest in a linked
entity, other than one that is held at that timeHgyentity
that becomes the head company of the group;

then, subject to subsection (5), there is undeisec05-93 a step
3A amount for the purpose of working out the gratpllocable
cost amount for the linked entity (tsabject entity that holds the
roll-over asset at the linked entity joining time.
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What the step 3A amount is

(4) The step 3A amount is:

(a) if, as a result of the Subdivision 126-B r@der mentioned in
subparagraph (3)(a)(i), or the section 160ZZ0 ooty
mentioned in subparagraph (3)(a)(iiy,capital loss of the
originating company was disregarded or a capits f the
transferor was not incurred—an increase amountl équle
capital loss; or

(b) if, as a result of the Subdivision 126-B roller mentioned in
subparagraph (3)(a)(i), or the section 160ZZ0 owky
mentioned in subparagraph (3)(a)(iif.capital gain of the
originating company was disregarded or a capital ghthe
transferor did not accrue—a reduction amount etyutie
capital gain.

Apportionment of step 3A amount among first levielrposed
entities

(5) If at the linked entity joining time one or nedinked entities, in
which the"head company holdsnembership interests, are
interposed between the head company and the snjgist, then
the step 3A amount is apportioned among thosdesntnd the
subject entity in the same way as a step 3A amswagportioned
under subsection (2).
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Part 5—Technical corrections

Income Tax Assessment Act 1997

23 Subsection 701-25(4)
Omit “, and”, substitute “and”.

24 Subsection 701-45(3)
Omit “*head company”, substitute “entity”.

25 Subparagraph 701-75(3)(a)(ii)
Omit “time.”, substitute “time; and”.

26 Subsections 705-150(3) and (4)

Omit “reduced (if the head company roll-over adjusht amount is an
excess), or increased”, substitute “increasedé@ftead company
roll-over adjustment is an excess), or reduced”.
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group formation

Part 6—Extension of transitional provision relating

to step 3 of allocable cost amount on group
formation

Income Tax (Transitional Provisions) Act 1997

27 Subsection 701-30(1)

Repeal the subsection, substitute:

Section only applies to transitional groups fornagaertain times

(1) This section applies if the day on which tansitional group
comes into existence is before 1 July 2003 or fh:bo
(a) the first day of the first income year of thead company
starting after 30 June 2003; and

(b) before 1 July 2004.

Section only applies to non-chosen transitionaitieistin such
groups

(1A) This section applies to each transitionaltgih the transitional
group, other than a chosen transitional entitysTeiso even if
there are no chosen transitional entities at all.

28
2003
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Part 7—Transitional group’s allocable cost amount
for subsidiary members other than chosen
transitional entities

Income Tax (Transitional Provisions) Act 1997

28 Paragraph 701-20(5)(c)

Omit “in the sub-group held in any other”, subgsgttheld at or before
that time in any other entity that became a”.

29 Paragraph 701-20(5)(c)

After “in relation to the sub-group”, insert “, aady such entity held
those membership interests during the period whactually held
them”.
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Part 8—Inclusion in certain transitional provisions of
references to the Income Tax Assessment
Act 1997

Income Tax (Transitional Provisions) Act 1997

30 Subsection 701-5(2)
After “703-50(3)", insert “of thdncome Tax Assessment Act 1997

31 Subsection 701-5(2)
After “section 703-50", insert “of that Act”.

32 Section 701-15
After “amount)”, insert “of thdncome Tax Assessment Act 1997

33 Section 701-15 (note)
After “701-5", insert “of that Act”.

34 Paragraph 701-20(4)(b)
After “705-60", insert “of thdncome Tax Assessment Act 1997

35 Paragraph 701-20(5)(d)
After “705-60", insert “of thdncome Tax Assessment Act 1997

36 Section 701-25
Omit “this Act”, substitute “théncome Tax Assessment Act 1997
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Schedule 2—Consolidation: beneficial
ownership

Income Tax Assessment Act 1997

1 After section 703-30
Insert:

703-33 Transfer time for sale of shares in company

(1) This section applies if:
(a) under a contract:

(i) a person (theeller) stops being entitled to be registered
as the holder of &share in a company at a time (the
transfer timg; and

(i) another person (theuyen becomes entitled to be
registered as the holder of the share in the coyngin
the transfer time; and

(b) as a result of the contract, the seller stagisg the beneficial
owner of the share, and the buyer becomes theibethef
owner of the share; and

(c) the seller and the buyer dealt with each adtéarm’s length
in relation to the contract; and

(d) the seller and the buyer were fedsociates of one another at
any time during the period:

(i) starting when the contract was entered inta} a

(i) ending at the transfer time.

(2) For the purposes of subsection 703-30(1):
(a) the seller is taken to have stopped beindpémeficial owner
of the share at the transfer time; and
(b) the buyer is taken to have become the beaébevner of the
share at the transfer time.
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Schedule 3—Consolidation: technical
amendment of membership rules

Income Tax Assessment Act 1997

1 Subparagraph 703-50(3)(b)(i)

Omit “first income year ending after the day spiedifin the choice”,
substitute “income year during which the day spedifn the choice
occurs”.
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Schedule 4—Consolidation: adjustments for
errors etc.

Part 1—New Subdivision 705-E

Income Tax Assessment Act 1997

1 Section 705-245 (link note)
Repeal the link note.

2 After Subdivision 705-D
Insert:

Subdivision 705-E—Adjustments for errors etc.

Guide to Subdivision 705-E

705-300 What this Subdivision is about

Errors in making tax cost setting amount calculeiare reversed
by means of an immediate capital gain or losswfatild be
unreasonable to require the calculations to beoreed

Table of sections

Operative provisions

705-305 Obiject of this Subdivision

705-310 Operation of Part IVA of tHecome Tax Assessment Act 1936
705-315 Errors that attract special adjustmenbacti

705-320 Tax cost setting amounts taken to be dorrec

[This is the end of the Guide.]
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Operative provisions

705-305 Object of this Subdivision

The object of this Subdivision is to avoid thadiand expense
involved in correcting errors affectirigax cost setting amount
calculations. This is done by providing faapital gains ofcapital
losses to reverse the errors.

705-310 Operation of Part IVA of thelncome Tax Assessment Act

1936

To avoid doubt, this Subdivision does not lirhii bperation of
Part IVA of thelncome Tax Assessment Act 1936

705-315 Errors that attract special adjustment agbn

(1)

()

()

Section 705-320 (about later adjustments toecttax cost
setting amount calculation errors) applies if tbaditions in this
section are satisfied.

Tax cost setting amount taken into account

The first condition is that tHéead company of ‘Tonsolidated
group worked out &ax cost setting amount, in purported
compliance with this Division, for an asset of aity that
becomes asubsidiary member of the group that is an assat of
kind referred to in section 705-35 as a resetloase asset.

Error in calculation

The second condition is that:
(a) the*head company made one or more errors in working out
the*tax cost setting amount; and
(b) those errors caused the tax cost setting ahtoudiffer from
its correct amount.
If the errors caused the tax cost setting amoubéetmore, the
difference is amverstated amountf the errors caused the tax cost
setting amount to be less, the difference isimherstated amount
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Unreasonable to require recalculation

(4) The third condition is that, having regardhe following factors:
(a) the net size of the errors compared to thecfizhe
*allocable cost amount for the joining entity;
(b) the number oftax cost setting amounts that would have to be
recalculated, and the difficulty of making the deatations;
(c) the number of adjustments, in assessmentsdldd be
amended and in futuféncome tax returns, that would be
necessary to correct the errors;
(d) the difficulty in obtaining any necessary infation;
it is not reasonable to require a recalculatiothefamounts
involved.

Exception where error due to fraud or evasion

(5) However, the conditions in this section add satisfied if the
errors were to any extent due to fraud or evasion.

Requirement to notify

(6) The"head company of tHeonsolidated group must, as soon as
practicable after becoming aware that it made @omaaye errors in
working out the'tax cost setting amount, notify the Commissioner
in the*approved form:

(a) that it had made the errors; and

(b) of the amount of the overstated amount or tstdeed
amount.

705-320 Tax cost setting amounts taken to be coote

(1) For the purposes of this Act (other than 8ibdivision) and for
the purposes of thEaxation Administration Act 195any*tax
cost setting amounts that were worked out by liead company,
so far as they were due to the errors, are takbave been correct
if the conditions in section 705-315 are satisfied.

Note 1: If the conditions in section 705-315 arisfad, CGT event L6
happens (see section 104-525).

Note 2: Subsection (1) means that the Commissicrerat amend any
assessments necessary to correct the errors, @n@xiept as
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mentioned in subsection (2)) no offences or adratise penalties
arise in respect of the errors.

(2) Subsection (1) does not apply for the purpaseietermining
whether there is an offence against section 8MeT axation
Administration Act 1953or an administrative penalty under
section 284-75 or 284-145 in Schedule 1 to that ivatelation to
statements made before the Commissioner became aivére
errors.

Note 1: Section 8N of thEaxation Administration Act 1958eals with false
or misleading statements. Sections 284-75 and 284fl.Schedule 1
to that Act set out the circumstances in which rtityeis liable for an
administrative penalty.

Note 2: The offence and administrative penalty mions however apply on a
modified basis—see subsection 8W(1C) of Tlaaation
Administration Act 1953and subsections 284-80(2) and 284-150(2)
in Schedule 1 to that Act.

[The next Division is Division 707.]
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Part 2—Consequential amendments

Income Tax Assessment Act 1997

3 Section 104-5 (at the end of the table)

Add:
L6 Errorin start of the the net overstated the net understated
calculation of tax cost income year amount resulting amount resulting
setting amount for when the from the errors, or from the errors, or a
joining entity’s Commissioner  a portion of that  portion of that
assets: CGT event L6 becomes aware amount amount
[See section 104-525] Of the errors
L7 Discharged start of the your allocable what your allocable
amount of liability income year in  cost amount less cost amount would
differs from amount  which the what it would have been had you
for allocable cost liability is have been had used the correct
amount purposes: realised you used the amount for the
CGT event L7 correct amount liability less your
[See section 104-530] for the liability allocable cost

amount

4 At the end of Division 104
Add:

104-525 Error in calculation of tax cost setting mount for joining
entity’s assets: CGT event L6

(1) CGT event Léhappens if:
(a) you are théhead company of ‘@onsolidated group; and
(b) the conditions in section 705-315 (about erfortax cost
setting amounts) are satisfied fotsaibsidiary member of the
group; and
(c) you have anet overstated amount of et understated
amount for the subsidiary member.

(2) The time of the event is the start of the meoyear in which the
Commissioner becomes aware of the errors.
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(3) You work out whether you havenat overstated amourdr net
understated amountising this table:

Meaning of net overstated amourdnd net understated amount

Item

In this situation: There is this result:

1

There are one or more overstated amounfBhere is anet overstated
under section 705-315 for thsubsidiary —amount It is the overstated
member but no understated amount undeamount, or the sum of the
that section for the subsidiary member overstated amounts.

There are one or more understated There is anet understated
amounts under section 705-315 for the amount It is the understated
*subsidiary member but no overstated amount, or the sum of the
amount under that section for the understated amounts.
subsidiary member

There are both one or more overstated There is anet overstated
amounts and one or more understated amount It is the difference
amounts under section 705-315 for the between those sums
*subsidiary member and the sum of the

overstated amounts exceeds the sum of the

understated amounts

There are both one or more overstated There is anet understated
amounts and one or more understated amount It is the difference
amounts under section 705-315 for the between those sums
*subsidiary member and the sum of the

overstated amounts is less than the sum of

the understated amounts

(4) If the time when the Commissioner becomes awéthe errors is
within the period within which the Commissioner nayend all
of the assessments necessary to correct the dtrers for the
head company core purposes mentioned in subs&@ibii(2):

(a) if you have &net overstated amount—you makeagital
gain equal to that amount; or

(b) if you have dnet understated amount—you makeagital
lossequal to that amount.

(5) If the time when the Commissioner becomes awéthe errors is
not within that period, then, for the head compeore purposes
mentioned in subsection 701-1(2):
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(a) if you have &net overstated amount—you makeagital
gain of the amount worked out under subsection (6); or

(b) if you have dnet understated amount—you makeagital
lossof the amount worked out under subsection (6).

(6) The amount of th&zapital gain of capital loss is worked out as
follows:

Current asset setting amount
Original asset setting amount

Stated amountx

where:

current asset setting amoumheans thétax cost setting amount
for all assets referred to in subsection 705-31&86Xeset cost base
assets that thdhvead company of tHeonsolidated group held
continuously from the time when theubsidiary member joined
the group until the start of the head company’sine year that is
the earliest income year for which the Commissi@oeid amend
the head company’s assessment to correct any efitbes.

original asset setting amounmneans thétax cost setting amount
for all assets referred to in subsection 705-31&8¢Xeset cost base
assets that thiesubsidiary member held at the time it joined the

group.

stated amountmeans thénet overstated amount or theet
understated amount, as the case requires.

104-530 Discharged amount of liability differs fran amount for
allocable cost amount purposes: CGT event L7

(1) CGT event LThappens if you are tibead company of a
*consolidated group and the conditions relating liaklity in
subsection (3) are satisfied.

(2) The time of the event is the start of youmime year in which the
liability is discharged.

(3) The conditions are that:

(a) a liability of an entity that becamésabsidiary member of
the group was taken into account in working outryou
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“allocable cost amount for the subsidiary member in
accordance with Division 705 (yo&CA); and
(b) the liability was later discharged (whetherthg making of a
payment or by the release, waiver or other extstyuient of
the liability) and the sum (theealised amouni of:
(i) the amount of any payment made to discharge th
liability; and
(i) the market value of any other consideratioreg to
discharge the liability;
differs from the amount for the liability that svgaken into
account in working out your ACA; and
(c) that ACA is different to what it would havedre(yourtrue
ACA) if you had taken the realised amount into accaunt
working out your ACA.

(4) You make a&apital gainfor the head company core purposes
mentioned in subsection 701-1(2) if your ACA wobkive been
smaller had you used the realised amount in worgirtg/our
ACA. The amount of the gain is the difference betwéhe amount
you worked out and your true ACA.

(5) You make a&apital lossfor the head company core purposes
mentioned in subsection 701-1(2) if your ACA wobhlve been
greater had you used the realised amount in workitigyour
ACA. The amount of the loss is the difference bemvthe amount
you worked out and your true ACA.

5 Section 110-10 (at the end of the table)

Add:
L6 Errors in tax cost setting amounts for entity 104-525
joining consolidated group
L7 Discharged amount of liability differs from  104-530

amount for allocable cost amount purposes
6 Subsection 995-1(1)
Insert:

net overstated amourttas the meaning given by subsection
104-525(3).
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7 Subsection 995-1(1)
Insert:

net understated amourttas the meaning given by subsection
104-525(3).

Taxation Administration Act 1953

8 After subsection 8W(1B)
Insert:

(1C) If the conditions in section 705-315 of theome Tax Assessment
Act 1997are satisfied, then for the purposes of any agiitin of
subsection (1) of this section in relation to th®es mentioned in
that section, so far as they were made in a statemade as
mentioned in subsection 705-230(2) of that Act,réferences in
paragraphs (1)(c) and (d) of this section to theees are taken
instead to be references to the amount worked sing uhe

formula:
. . Adjusted reset cost base asset setting ampunt
Capital gainx — :
Original reset cost base asset setting ampunt
where:

adjusted reset cost base asset setting amowgdns:

(a) the"tax cost setting amount, worked out under Divisiob
of thelncome Tax Assessment Act 199r all assets of a
kind referred to in section 705-35 of that Act esat cost
base assets that theead company of the relevant group held
continuously from the time when theubsidiary member
referred to in subsection 705-315(2) of that Atéa the
group until the start of the head company’s incoeer in
which the Commissioner became aware of the errors
mentioned in section 705-315 of that Act;

less:

(b) the head company’s deductions under Divisidiiekcept
under Subdivision 40-F, 40-G, 40-H or 40-I) or
Subdivision 328-D of thtncome Tax Assessment Act 1997
for those assets for all income years before thiest
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income year for which the Commissioner could antéed
head company’s assessment to correct any of theserr

capital gainmeans the capital gain that the head company makes
as a result of CGT event L6 happening as mentioned
section 104-525 of themcome Tax Assessment Act 1997

original reset cost base asset setting amonngans thétax cost
setting amount, worked out under Division 705 @lticome Tax
Assessment Act 1990r all reset cost base assets that the
*subsidiary member held at the time it joined thaugy other than
assets that thdnead company no longer held at the start of the
earliest income year for which the Commissioneddamend the
head company’s assessment to correct any of theserr

9 At the end of section 284-80 in Schedule 1

Add:

(2) However, if:

(a) your shortfall amount arises in the situatornered by both
item 1 in the table and item 1, 2 or 3 in the tablsubsection
284-90(1); and

(b) the statement is false or misleading becatiserors
mentioned in section 705-315 of tlicome Tax Assessment
Act 1997that were made in the income tax return mentioned
in subsection 705-230(2) of that Act, yainortfall amount
is instead the amount worked out using the formula:

Adjusted reset cost base asset setting anfount
Original reset cost base asset setting amgunt

Capital gainx

where:

adjusted reset cost base asset setting amowsdns:

(a) the"tax cost setting amount, worked out under Divisiob
of thelncome Tax Assessment Act 199r all assets of a
kind referred to in section 705-35 of that Act esat cost
base assets that theead company of the relevant group held
continuously from the time when theubsidiary member
referred to in subsection 705-315(2) of that Aatéa the
group until the start of the head company’s incoeer in
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which the Commissioner became aware of the errors
mentioned in section 705-315 of that Act;
less:

(b) the head company’s deductions under Divisidifekcept
under Subdivision 40-F, 40-G, 40-H or 40-I) or
Subdivision 328-D of théthcome Tax Assessment Act 1997
for those assets for all income years before tbente year
in which the Commissioner became aware of the grror

capital gainmeans the capital gain that the head company makes
as a result of CGT event L6 happening as mentiomed
section 104-525 of themcome Tax Assessment Act 1997

original reset cost base asset setting amonngans thétax cost
setting amount, worked out under Division 705 @fltttcome Tax
Assessment Act 1990r all reset cost base assets that the
*subsidiary member held at the time it joined thaugy other than
assets that thdhead company no longer held at the start of the
earliest income year for which the Commissioneda¢amend the
head company’s assessment to correct any of theserr

10 At the end of section 284-150 in Schedule 1
Add:

(3) However, to the extent that your scheme salbafmount is due to
errors in an income tax return as mentioned inesctimn
705-230(2) of théncome Tax Assessment Act 19@rscheme
shortfall amountis instead the amount worked out using the

formula:
. . Adjusted reset cost base asset setting ampunt
Capital gainx — ,
Original reset cost base asset setting amdunt
where:

adjusted reset cost base asset setting amowgdns:
(a) the'tax cost setting amount, worked out under Divisiob
of thelncome Tax Assessment Act 1.99v all assets of a
kind referred to in section 705-35 of that Act asat cost
base assets that theead company of the relevant group held
continuously from the time when theubsidiary member

New Business Tax System (Consolidation and Other veEesgsiict 2003 No. 16, 2003
43



Schedule 4 Consolidation: adjustments for errors etc.
Part 2 Consequential amendments

referred to in subsection 705-315(2) of that Aatéadl the
group until the start of the head company’s incge in
which the Commissioner became aware of the errors
mentioned in section 705-315 of that Act;

less:

(b) the head company’s deductions under Divisidiiekcept
under Subdivision 40-F, 40-G, 40-H or 40-I) or
Subdivision 328-D of thtncome Tax Assessment Act 1997
for those assets for all income years before tbene year
in which the Commissioner became aware of the grror

capital gainmeans the capital gain that the head company makes
as a result of CGT event L6 happening as mentioned
section 104-525 of themcome Tax Assessment Act 1997

original reset cost base asset setting amonngtans thétax cost
setting amount, worked out under Division 705 @lticome Tax
Assessment Act 1990r all reset cost base assets that the
*subsidiary member held at the joining time, othantassets that
the"head company no longer held at the start of theesaincome
year for which the Commissioner could amend thel leganpany’s
assessment to correct any of the errors.
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Schedule 5—Consolidation: imputation rules

Income Tax Assessment Act 1936

1 At the end of section 177EB
Add:

Section to apply to exempting credits

(11) This section applies to exempting creditsiag in the exempting
account of the head company of a consolidated grothe same
way that it applies to credits arising in the heathpany’s
franking account.

Income Tax Assessment Act 1997

2 Section 709-85 (link note)
Repeal the link note.

3 At the end of Subdivision 709-A
Add:

709-90 Subsidiary member’s distributions to foreig resident taken
to be distributions by head company

Part 3-6 operates as iffaankable distribution made by a
*subsidiary member of ‘@onsolidated group (tHereign-held
subsidiary were a frankable distribution made by thead
company of the group to*anember of the head company if:

(a) the foreign-held subsidiary meets the seeqbirements in
section 703-45, section 701C-10 of theome Tax
(Transitional Provisions) Act 1993r section 701C-15 of that
Act; and

(b) the frankable distribution is made to a forergsident.

Note: Part 3-6 deals with imputation.

New Business Tax System (Consolidation and Other veEesgsiict 2003 No. 16, 2003
45



Schedule 5 Consolidation: imputation rules

4 At the end of Division 709

Add:

Subdivision 709-B—Imputation issues

Guide to Subdivision 709-B

709-150 What this Subdivision is about

This Subdivision modifies the way Division 208 (ex&ing
entities and former exempting entities) operategliation to
consolidated groups.

Table of sections

Operative provisions

709-155 Testing consolidated groups

709-160 Subsidiary member is exempting entity
709-165 Subsidiary member is former exempting entit
709-170 Head company and subsidiary are exemptitites
709-175 Head company is former exempting entity

[This is the end of the Guide.]

Operative provisions

709-155 Testing consolidated groups

(1) To determine whether*aonsolidated group is dexempting
entity or*former exempting entity, the tests in Division 20@
applied to théhead company of the group.

(2) However, there are some additional rules ¢hatalter the way that
Division 208 applies to &onsolidated group. These are set out in
sections 709-160 to 709-175.

(3) In applying those rules to an entity that fsr@mber of a
*consolidated group:
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(a) Division 208 is to be applied before thosesuband

(b) that Division is to be applied just after #htity became a
member of the group but, for'aubsidiary member, it is to
be applied on the assumption that the subsidiasyneaa
member of the group at that time.

(4) Except as mentioned in paragraph (3)(b), w208 has no
application to dsubsidiary member of ‘@onsolidated group.

709-160 Subsidiary member is exempting entity

(1) This section operates if:

(a) the"head company of '@onsolidated group is neither an
exempting entity nor &ormer exempting entity; and

(b) a*corporate tax entity becomessabsidiary member of the
group at a time (thmining time); and

(c) the entity is afexempting entity at the joining time.

(2) These rules apply to thieonsolidated group.

Rules applying to”consolidated group

Iltem Rule

1 The"head company becomesfarmer exempting entity at the joining time

2 The*head company has bothfaanking account and drexempting
account

3 If the *subsidiary member&ranking account hasdranking surplus at the
joining time:

(a) a debit equal to that surplus arises in thadawet at the joining time; and
(b) a credit equal to that surplus arises in“#sempting account of the
*head company at the joining time
4 Subsection 709-60(2) (about franking surplus)sdu# apply to the
*subsidiary member

Item 1 of the table in section 208-115 does notyapthe head company
Item 1 of the table in section 208-120 does notyagpthe head company
Item 1 of the table in section 208-130 does notyagapthe*head company
Item 1 of the table in section 208-145 does notyafapthe*head company

0N o O

Note 1: If the subsidiary’s franking account idigficit, it will be liable for
franking deficit tax: see subsection 709-60(3).
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Note 2: The subsidiary’s franking account doesapgrate while it is a
member of the group: see section 709-65.

709-165 Subsidiary member is former exempting ertyi

(1) This section operates if:

(a) the"head company of ‘@onsolidated group is neither an
exempting entity nor &gormer exempting entity; and

(b) a*corporate tax entity become$sabsidiary member of the
group at a time (also theining time); and

(c) the entity is aformer exempting entity at the joining time.

(2) These rules apply to theonsolidated group.

Rules applying to*consolidated group

Item

Rule

1

The*head company becomes$farmer exempting entity at the joining time

2

The"head company has bothfsanking account and dexempting
account

If the *subsidiary membersexempting account has &@xempting surplus

at the joining time:

(a) a debit equal to that surplus arises in thapaet at the joining time; and

(b) a credit equal to that surplus arises in thengpting account of ththead
company at the joining time

If the *subsidiary member&exempting account has dexempting deficit

at the joining time:

(a) a credit equal to that deficit arises in thataunt at the joining time; and

(b) a debit equal to that deficit arises in thessdiary’s*franking account
just before the joining time

The*subsidiary memberexempting account does not operate during the
period:

(a) starting just after the joining time; and

(b) ending when the entity ceases to be a subgiciamber of the group

Item 1 of the table in section 208-115 does notyagpthe*head company

Item 1 of the table in section 208-120 does notyafapthe*head company

Item 1 of the table in section 208-130 does notyafapthe*head company

© 00N O

Item 1 of the table in section 208-145 does notyafapthe*head company

Note 1:  Any surplus in the subsidiary’s frankingagnt will be transferred to
the head company’s franking account: see subset@i®r60(2).
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Note 2: If the subsidiary’s franking account idificit, it will be liable for
franking deficit tax: see subsection 709-60(3) sTdeficit may be
increased by item 4 in the table in subsection (2).

Note 3: The subsidiary’s franking account doesapgrate while it is a
member of the group: see section 709-65.

709-170 Head company and subsidiary are exemptirantities

There is no change to the status of'tread company of a
*consolidated group if:

(a) the head company is @xempting entity; and

(b) a*corporate tax entity become$sabsidiary member of the
group at a time (also theining time); and

(c) the entity is an exempting entity at the jogntime.

Note 1: If the subsidiary’s franking account issurplus, that surplus will be
transferred to the head company’s franking accae#:subsection
709-60(2).

Note 2: If the subsidiary’s franking account idificit, it will be liable for

franking deficit tax: see subsection 709-60(3).

Note 3: The subsidiary’s franking account doesapgrate while it is a
member of the group: see section 709-65.

709-175 Head company is former exempting entity

(1) Subsection (2) operates if:
(a) the"head company of ‘@onsolidated group is"éormer
exempting entity; and
(b) a*corporate tax entity become$sabsidiary member of the
group at a time (also theining time); and
(c) the entity is afiexempting entity at the joining time.

(2) These rules apply to theonsolidated group.

Rules applying to”consolidated group

Item Rule

1 There is no change to the status of‘thead company
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Rules applying to”consolidated group

Iltem Rule
2 If the subsidiary member’$ranking account has‘dranking surplus at the
joining time:

(a) a debit equal to that surplus arises in thadvawet at the joining time; and
(b) a credit equal to that surplus arises in“#rempting account of the
*head company at the joining time
3 Subsection 709-60(2) (about franking surplus)sdus apply to the
*subsidiary member

Note 1: If the subsidiary’s franking account idigficit, it will be liable for
franking deficit tax: see subsection 709-60(3).

Note 2: The subsidiary’s franking account doesapgrate while it is a
member of the group: see section 709-65.
(3) Subsection (4) operates if:
(a) the"head company of ‘@onsolidated group is"éormer
exempting entity; and
(b) a*corporate tax entity become$sabsidiary member of the
group at a time (also theining time); and
(c) the entity is &former exempting entity at the joining time.

(4) These rules apply to theonsolidated group.

Rules applying to*consolidated group

ltem Rule
1 There is no change to the status of‘thead company
2 If the *subsidiary memberexempting account has d@xempting surplus

at the joining time:

(a) a debit equal to that surplus arises in thapaet at the joining time; and

(b) a credit equal to that surplus arises in themgting account of thehead
company at the joining time

3 If the *subsidiary member&exempting account has dexempting deficit
at the joining time:
(a) a credit equal to that deficit arises in thataunt at the joining time; and
(b) a debit equal to that deficit arises in thessdiary’s*franking account
just before the joining time
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Rules applying to”consolidated group

Iltem Rule
4 The"subsidiary membersexempting account does not operate during the
period:

(a) starting just after the joining time; and
(b) ending when the entity ceases to be a subgithiamber of the group

Note 1: If the subsidiary’s franking account idificit, it will be liable for
franking deficit tax: see subsection 709-60(3) sTdeficit may be
increased by item 3 in the table in subsection (4).

Note 2: The subsidiary’s franking account doesapgrate while it is a
member of the group: see section 709-65.

(5) There is no change to the status of tremd company of a
*consolidated group if:
(a) the head company isfarmer exempting entity; and
(b) a*corporate tax entity becomessabsidiary member of the
group; and
(c) the entity is neither dexempting entity nor a former
exempting entity at the joining time.

Note 1: If the subsidiary’s franking account issurplus, that surplus will be
transferred to the head company'’s franking accae®:subsection
709-60(2).

Note 2: If the subsidiary’s franking account idigficit, it will be liable for

franking deficit tax: see subsection 709-60(3).

Note 3: The subsidiary’s franking account doesaparate while it is a
member of the group: see section 709-65.

5 Before Subdivision 719-J
Insert:

Subdivision 719-H—Imputation issues

719-425 Guide to Subdivision 719-H

This Subdivision deals with some imputation issne®lation to
MEC groups.

Table of sections
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Operative provisions

719-430 Transfer of franking account balance osatin event

719-435 Distributions by subsidiary members of MEGuUp taken to be
distributions by head company

[This is the end of the Guide.]
Operative provisions

719-430 Transfer of franking account balance on esation event

(1) This section operates if:
(a) a"cessation event happens to theovisional head company
of a"MEC group (théormer head company and
(b) another company (theew head companyis appointed as
the provisional head company of the group undesettipn
719-60(3).

(2) When the new head company is appointed:
(a) the*franking account of the former head company cetmses
operate; and
(b) the new head company has a franking accoundt; a
(c) any’franking surplus offranking deficit in the franking
account of the former head company just before the
“cessation event happened becomes that of the reav he

company.

719-435 Distributions by subsidiary members of MEQroup taken
to be distributions by head company

(1) Part 3-6 operates as itfeankable distribution made by an
*eligible tier-1 company that:
(a) is a member of MEC group; and
(b) is not theé provisional head company of the group;
had been made by the provisional head companyedajrbup to a
*member of the provisional head company.

Note: Part 3-6 deals with imputation.
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(2) Part 3-6 operates as iffeankable distribution made by a
*subsidiary member of WMEC group (thdoreign-held
subsidiary that is not arieligible tier-1 company were a frankable
distribution made by ththead company of the group téraember
of the head company if:

(a) the foreign-held subsidiary meets the seeqbirements in
section 703-45, section 701C-10 of theome Tax
(Transitional Provisions) Act 1993F section 701C-15 of that
Act; and

(b) the frankable distribution is made to a foreigsident.
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Schedule 6—Consolidation: life insurance
companies

Part 1—Life insurance companies and consolidation

Income Tax Assessment Act 1997

1 At the end of Division 713
Add:

Subdivision 713-L—L.ife insurance companies

Guide to Subdivision 713-L

713-500 What this Subdivision is about

This Subdivision sets out special rules for:

(&) alife insurance company that becomes, oreseds
to be, a member of a consolidated group; and

(b) the head company of a consolidated group waere
life insurance company is a subsidiary member of
the group.

Table of sections

Operative provisions

713-505 Head company treated as a life insurancgany

713-510 Certain subsidiaries of life insurance camgmcannot be members of
consolidated group

713-515 Modification of cost setting rules

713-520 Valuing certain liabilities

713-525 Obligation to value virtual PST assets sagtegated exempt assets
713-530 Certain amounts transferred to leavingyentit
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[This is the end of the Guide.]
Operative provisions

713-505 Head company treated as a life insurancerapany

This Act, and théncome Tax Rates Act 198&oply to theéhead
company of dconsolidated group as if it werélde insurance
company for an income year if one or more life nasigce
companies arésubsidiary members of the group at any time
during that year.

713-510 Certain subsidiaries of life insurance copanies cannot be
members of consolidated group

(1) An entity cannot be @ubsidiary member of the same
*consolidated group dronsolidatable group of which'kfe
insurance company is"eember if:

(a) the life insurance company owns, either diyemt indirectly,
“membership interests in the entity; and
(b) either:
(i) some, but not all, of those membership intesrase
*virtual PST assets of the life insurance company; o
(i) some, but not all, of those membership irdesare
*segregated exempt assets of the life insurance
company.
Note: The entity could, however, be a member oftaroconsolidated
group or consolidatable group.

(2) An entity cannot continue to bésubsidiary member of a
*consolidated group if:

(a) alife insurance company is"amember of the group; and

(b) the life insurance company owns, either diyeat indirectly,
“membership interests in the entity; and

(c) had the entity not been a subsidiary membéhnefroup,
either:

(i) some, but not all, of those membership intesresuld
be*virtual PST assets of the life insurance company; o
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(i) some, but not all, of those membership ingesevould
be”segregated exempt assets of the life insurance
company.

713-515 Modification of cost setting rules

(1) If an entity that becomes subsidiary member of ‘@onsolidated
group at a time (th@ining time) is a’*life insurance company,
these assets aretained cost base assets

(a) a'virtual PST asset, or'aegregated exempt asset, of the
company; and

(b) another asset of the company that is heldhéycompany for
the purpose of discharging its liabilities undes ‘thet
investment component of ordinary life insuranceqoes
(except policies that provide f&participating benefits or
*discretionary benefits und@ife insurance business carried
on in Australia); and

(c) for a life insurance company that has demigedlunder
Division 9AA of Part Ill of thelncome Tax Assessment Act
1936where, in the period starting just after the conypa
demutualises and ending at the joining time, athef
“membership interests in the company were ownetidy t
same group—a goodwill asset of the company.

(2) If the'retained cost base asset is covered by paragri(ah ¢t
(b), its*tax cost setting amount is:
(a) for the purposes of working out the tax cestisg amounts
for reset cost base assets (see section 705-35)astat’'s
*transfer value just before the joining time; and

(b) for all other purposes—the assétarminating value.

(3) If the'retained cost base asset is covered by paragri(o, (s
*tax cost setting amount is the embedded values{desection
121AM(1) of thelncome Tax Assessment Act 1986 the
applicable accounting day (see subsection 121AMf(&)at Act)
of the’life insurance company concerned reduced by thealee
of shareholders’ assets held by the company ordthat

(4) Thenet investment component of ordinary life insuranpelicies
is the component dfife insurance policies (excefiexempt life
insurance policies aridirtual PST life insurance policies) that:
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(a) is the component in respect of the part ofé¢holicies that
has not been reinsured undécantract of reinsurance; and
(b) is not thénet risk component of those policies.

713-520 Valuing certain liabilities

(1) Despite section 705-70, if the joining entitgntioned in step 2 in
the table in section 705-60 iSlde insurance company, the joining

entity’s liabilities mentioned in this section doebe valued as
mentioned in this section.

(2) The value of the joining entity*sirtual PST liabilities (if any) is
the amount worked out under section 320-190 ajoiheng time.

(3) The value of the joining entity*®xempt life insurance policy

liabilities (if any) is the amount worked out undection 320-245
at the joining time.

(4) Subsection (5) applies to a liability of tlnjng entity if:
(a) the liability is under thénet risk component of “dife
insurance policy; and
(b) the joining entity could deduct under sect®2®-80 an
amount for thérisk component of claims paid under the

policy had it not become*anember of théconsolidated
group.

(5) The value of that liability is theurrent termination value of the

*net risk component of tHdife insurance policy at the joining time
(calculated by afactuary).

(6) The value of the joining entity’s liabilitiesder the net

investment component of ordinary life insuranceqies is the
amount worked out for those liabilities under subisa
320-190(2) as if those liabilities wergirtual PST liabilities.

713-525 Obligation to value virtual PST assets argegregated
exempt assets
Division 320 has effect as if:

(a) the joining time when“dife insurance company becomes a
*subsidiary member of ‘@onsolidated group; and
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(b) the time (théeaving timg when a life insurance company
ceases to be a subsidiary member of a consolidatex;

were a valuation time for the purposes of sectB2G175 and
320-230.

Note: This means that:

«the company must value its virtual PST assets
under section 320-175 (with the consequences $ét ou
section 320-180), and its segregated exempt assdés
section 320-230 (with the consequences set out in
section 320-235), as at the joining time; and

«the head company must value the life
insurance company’s virtual PST assets and itegated
exempt assets as at the leaving time.

713-530 Certain amounts transferred to leaving eity

(1) This section operates if:
(a) a’life insurance company ceases to be a subsidianyb®e
of a*consolidated group in an income year; and
(b) at the leaving time, no other member of thaugris a life
insurance company that hadvatual PST; and
(c) either:
(i) atthe leaving time, thdhead company of the group has
a”net capital loss frorfvirtual PST assets; or
(i) the head company has an amount referred to in
subsection 320-205(2) as a difference that it coold
apply to reduce anyirtual PST component of the
*complying superannuation class of the company’s
taxable income for the income year in which theileg
time occurred.

(2) The'net capital loss, or the difference, becomes thtted life
insurance company just after the leaving time.

[The next Division is Division 715.]
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Part 2—Consequential amendments

Income Tax Assessment Act 1997

2 At the end of subsection 320-175(1)
Add:

Note: The time when a life insurance company jainkeaves a consolidated
group is also a valuation time: see section 713-525

3 At the end of subsection 320-230(1)
Add:

Note: The time when a life insurance company jainkeaves a consolidated
group is also a valuation time: see section 713-525

4 At the end of section 701-60
Add:

Note: The tax cost setting amount of certain assfeadlife insurance
company is worked out under Subdivision 713-L.

5 At the end of section 703-20
Add:
Note: A subsidiary of a life insurance company @rbve a member of a
consolidated group or consolidatable group in @eacumstances:
see section 713-510.
6 At the end of subsection 705-25(5)
Add:

Note: There are some additional retained cost assets for a joining entity
that is a life insurance company: see SubdivisibB+lZ. The tax cost
setting amount for those assets is worked out uth@erSubdivision.

7 At the end of subsection 705-70(1)
Add:

Note: Certain liabilities of a life insurance compgare worked out under
Subdivision 713-L: see section 713-520.
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8 Subsection 995-1(1)
Insert:

net investment component of ordinary life insuranpelicieshas
the meaning given by subsection 713-515(4).

9 Subsection 995-1(1) (definition of retained cost base asset)
After “705-25(5)", insert “and 713-515(1)".
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Part 3—Transitional provisions

Income Tax (Transitional Provisions) Act 1997

10 After Division 707
Insert:

Division 713—Rules for particular kinds of entities

Table of Subdivisions

713-L  Transitional relief for certain transacticefating to
life insurance companies

Subdivision 713-L—Transitional relief for certain transactions
relating to life insurance companies

Table of sections

713-500 Object of Subdivision

713-505 When this Subdivision applies (first case)
713-510 When this Subdivision applies (second case)
713-515 Entities must choose the relief

713-520 Conditions

713-525 Time of transfer

713-530 What the relief is

713-535 Subsequent consequences

713-540 Requirement to notify happening of new event
713-545 Discount capital gain in certain cases

713-500 Object of Subdivision

The object of this Subdivision is to give an oftpoity to a group
of entities that includes a life insurance comptmgearrange the
assets of the group for the purposes of one or widieem
becoming members of a consolidated group in a Wwalydoes not
attract any immediate taxation consequences.
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713-505 When this Subdivision applies (first case)

(1) This Subdivision provides for a deferral o tlaxation
conseguences that would occur because of an ehemteferral
even) happening involving an entity (tlgiginating entity) and
another entity (theecipient entity if:

(a) the event occurs in connection with a lifauasce company
(themember life insurance companyecoming a member
of a consolidated group; and

(b) the relevant conditions in section 713-520raed.

(2) If the originating entity is a company, theateal event referred to
in subsection (1) is a CGT event referred to irssgbon (4)
happening to a CGT asset (ibrginal asse} where, apart from
this Subdivision, the happening of the event wddde resulted
in:

(a) an amount (other than a capital gain) beictyded in the
originating entity’s assessable income; or

(b) the originating entity making a capital gain.

(3) If the originating entity is a trust, the defd event referred to in
subsection (1) is a CGT event referred to in suimme¢4)
happening to a CGT asset (also ¢higinal asse} where, apart
from this Subdivision, the happening of the eveatild have
resulted in:

(a) an amount (other than a capital gain) beictuded in the
net income of the trust; or

(b) the trustee making a capital gain.

(4) The CGT events are:
(a) CGT events Al, B1, D1, D2, D3, E2, F1 and&&]
(b) CGT event C2, but only if the CGT asset thatseis a unit in
a unit trust that is replaced by an equivalent manstiip
interest (theeplacement intere$tin a company or in another

trust.

713-510 When this Subdivision applies (second case

(1) This Subdivision also provides for a defegfithe taxation
consequences that would occur if:
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(a) alife insurance company transfers an astset {laeoriginal
asse} to its virtual PST or from its virtual PST wheepart
from this Subdivision, section 320-200 of flheome Tax
Assessment Act 199vbuld apply to the transfer; or

(b) a life insurance company transfers an astsa {heoriginal
asse} to its segregated exempt assets where, aparttfiem
Subdivision, section 320-255 of thecome Tax Assessment
Act 1997would apply to the transfer;

where the transfer (also theferral eventis made in connection
with the life insurance company (also thember life insurance
company becoming a member of a consolidated group.

(2) The relevant conditions in section 713-520 nfesmet.

713-515 Entities must choose the relief

(1) This Subdivision applies only if the originagi entity (for a
section 713-505 case) or the life insurance comgimya
section 713-510 case) chooses that it apply.

(2) The choice must be made:

(a) by the day the originating entity or the lifisurance
company, or the head company of the consolidatedpgof
which it is a member, lodges its income tax reforrthe
income year in which the deferral event happened; o

(b) within a further time allowed by the Commissio.

713-520 Conditions

(1) For a section 713-505 case:
(a) the originating entity must be:
() alife insurance company that has virtual RS$ets or

segregated exempt assets and that is a member of a
consolidatable group; or

(i) an entity that is unable to be a member efshme
consolidatable group as a life insurance company
because of section 713-510 of theome Tax
Assessment Act 199ar
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(i) an entity that is, directly or indirectly, subsidiary of a
life insurance company and is a member of the same
consolidated group as the life insurance compamy; a

(b) the originating entity and the recipient gntitust be
members of the same consolidatable group or calaell
group or, if they are not, they would have beemntspam
section 713-510 of thencome Tax Assessment Act 1.987d

(c) any asset transferred by the originating ymttist be
transferred to the recipient entity at its transt@ue.

(2) For both a section 713-505 case and a se¢fiBrb10 case:

(a) the total transfer values of the virtual PS$eds of the
member life insurance company just before a trarfe
assets to which this Subdivision applies must bestime as
the total transfer values of those assets just tiftetransfer;
and

(b) the total transfer values of the segregatenngst assets of
the member life insurance company just beforerestem of
assets to which this Subdivision applies must bestime as
the total transfer values of those assets just tifetransfer.

(3) Any transfer of an asset under the deferrahemust happen on or
before the later of:
(a) 30 June 2004; and

(b) if the head company of the consolidated grafuphich the
member life insurance company is a member has a
substituted accounting period—the end of the head
company’s income year in which 30 June 2004 occurs.

713-525 Time of transfer

This Act, and théncome Tax Assessment Act 1.989ply to the
transfer of an asset to which this Subdivision i@gps if the asset
had been transferred just before the member Iferance
company became a member of the consolidated group.

713-530 What the relief is

(1) For a section 713-505 case:
(a) if the originating entity is a company:
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(i) any amount (other than a capital gain) thatilddave
been included in the originating entity’s assessabl
income (thedeferred amounktas a result of the deferral
event is not so included; and

(i) any capital gain (thdeferred gair) that the originating
entity would have made as a result of the defewaht
is disregarded; and

(b) if the originating entity is a trust:

() any amount (other than a capital gain) thatilddhave
been included in the member life insurance comgany’
assessable income (also theferred amountas a result
of the deferral event is not so included; and

(i) any capital gain (also traeferred gain that the
member life insurance company would have made as a
result of the deferral event is disregarded.

(2) For a section 713-510 case:

(&) any amount that would have been includedemtiember
life insurance company’s assessable income (aéso th
deferred amountunder paragraph 320-15(e) or (g) of the
Income Tax Assessment Act 1887a result of the deferral
event is not so included; and

(b) any capital gain (also thieferred gain that the member life
insurance company would have made as a resuleof th
deferral event is disregarded.

713-535 Subsequent consequences

(1) This section operates if, after the defervare happens, another
event (thenew eventhappens where the new event is:

(a) a CGT event happening to:
() the original asset; or

(i) if the deferral event was CGT event C2—the
replacement asset; or

(b) the recipient entity ceasing to be a membéhef
consolidated group of which the member life insaean
company is a member; or

(c) if the recipient entity is a life insurancenggany:
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(i) the original asset being transferred to onfrihe
company'’s virtual PST under section 320-180, 326-18
or 320-195 of théncome Tax Assessment Act 1,987
(i) the original asset being transferred to anfrthe
company’s segregated exempt assets under
section 320-235, 320-240 or 320-250 of that Act; or
(d) if the originating entity is a company—thegniating entity
ceasing to exist.

(2) For a section 713-505 case where the origigaditity is a
company:

(a) the originating entity must include the dederamount in its
assessable income for the income year in whicin¢he
event happens; or

(b) the originating entity is taken, just befdne hew event
happened, to have made a capital gain equal tetfeered
gain.

Note: If the originating entity is a subsidiary meen of a consolidated

group, the head company of the group will havestimeunt included
in its assessable income or will make the capail.g

(3) For a section 713-505 case where the origigagntity is a trust:

(a) the member life insurance company must incthde
deferred amount in its assessable income for twme year
in which the new event happens; or

(b) the member life insurance company is takest, hefore the
new event happened, to have made a capital gaal tgthe
deferred gain.

(4) For a section 713-505 case where the origigathtity is a life
insurance company or a trust and the deferred anaouhe
deferred gain relates to an asset that was a VP®i& asset at the
time when the deferral event happened, an amowat égjthe
deferred amount or deferred gain is taken to banaount of
assessable income to which subsection 320-205¢Betricome
Tax Assessment Act 198@plies for the relevant entity.

(5) For a section 713-510 case:
(a) the member life insurance company must incthde
deferred amount in its assessable income for twme year
in which the new event happens; or
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(b) the member life insurance company is takest, pefore the
new event happened, to have made a capital gaal exjthe
deferred gain.

(6) In addition, if the deferral event involveckttransfer of assets
from the member life insurance company'’s virtual P& amount
equal to the deferred amount or deferred gairkesnt#éo be an
amount of assessable income to which subsectior232(B) of
thelncome Tax Assessment Act 18@plies for the relevant entity.

713-540 Requirement to notify happening of new exe

(1) For a section 713-505 case, the recipientyemtiist, if it is not a
member of the same consolidated group as the atigmentity
when the new event happens, notify the originaginigty in the
approved form of the happening of the new evertiwi60 days
after the new event happens.

(2) Subsection (1) does not apply if the new evetite originating
entity ceasing to exist.

713-545 Discount capital gain in certain cases

Thelncome Tax Assessment Act 189plies as if the capital gain
referred to in paragraph 713-535(2)(b), (3)(b)%(lf) were a
discount capital gain if:
(a) the asset to which the deferral event happenadirtual
PST asset; and
(b) the asset was acquired less than 12 montlesebitfe deferral
event happened; and
(c) the new event happens at least 12 monthstafteasset was
acquired.

Taxation Administration Act 1953

11 At the end of section 286-75 of Schedule 1
Add:

(4) You are also liable to an administrative pgni
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(a) you are required under section 713-540 ofrtheme Tax
(Transitional Provisions) Act 1990 notify another entity of
the happening of an event by a particular day; and

(b) you do not notify the other entity of the hapmg of that
event by that day.

12 At the end of subsection 286-80(2) of Schedule 1

Add:

; or (c) for failing to notify the happening of ament as mentioned
in subsection 286-75(4)—1 penalty unit for eachqaeof 28
days or part of a period of 28 days starting ondidnewhen
the notification is due and ending when you natify
happening of the event (up to a maximum of 5 pgnaitts).

68 New Business Tax System (Consolidatidrogher Measures) Act 2003 No. 16,
2003



Consolidation: interactions between Consolidatigies and other ruleSchedule 7
New Division 715 inserted in the Income Tax Assessii\ct 1997 Part 1

Schedule 7—Consolidation: interactions
between Consolidation rules and other
rules

Part 1—New Division 715 inserted in the Income Tax
Assessment Act 1997

1 After Division 713
Insert:

Division 715—Interactions between this Part and otér
areas of the income tax law

Table of Subdivisions
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715-A Treatment of unrealised losses existing when
ownership or control of a company changes before or
during consolidation

715-B  How Subdivision 165-CD applies to consolidate
groups and leaving entities

715-C  Common rules for the purposes of SubdivisitirisA
and 715-B

715-D Treatment of company’s deferred losses under
Subdivision 170-D on joining a consolidated group

715-G  How value shifting rules apply to a consdkdiegroup

715-H Cancelling loss on realisation event for cli
indirect interest in a subsidiary member of a
consolidated group

Subdivision 715-A—Treatment of unrealised losses Bsting
when ownership or control of a company changes
before or during consolidation

Table of sections

Object
715-15  Object of this Subdivision

Effect on Subdivision 165-CC of a company becoming member of
a consolidated group

715-25  Subdivision 165-CC stops applying to eadiengeover time
715-30 Meaning 0165-CC tagged asset
715-35  Meaning ofinal RUNL

165-CC tagged assets that affect tax cost settingraunts

715-50  Step 1 amount is reduced if membershipesten subsidiary member is
165-CC tagged asset and same business test is failed

715-55  Step 2 amount is affected if liability obsidiary member is 165-CC
tagged asset of another group member and sameebag@st is failed
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165-CC tagged assets that form loss denial poolstudad company
when consolidated group is formed

715-60  Assets that the head company already owns
715-70  Assets of subsidiary member that becomestbbeead company

How Subdivision 165-CC applies to consolidated grqs

715-75  Extension of single entity rule and entistdny rule

Effect on Subdivision 165-CC of entity leaving cordidated group

715-80  Application of sections 715-85 to 715-110
715-85  First changeover time for leaving compangratfter leaving time

715-90 How same business test applies if leaving ts changeover time for
leaving company

715-95  If ownership and control of leaving entigvenot changed since head
company’s last changeover time

715-100 First choice: adjustable values of leadssgts reduced to nil

715-105 Second choice: head company’s final RUNLiegn reducing adjustable
values of leaving assets that are loss assets

715-110 Third choice: loss denial pool of leavimgity created

Effect of assets in loss denial pool of head compabecoming
assets of leaving entity

715-120 What happens
715-125 First choice: adjustable values of leadssgts reduced to nil

715-130 Second choice: pool’s loss denial balappdied in reducing adjustable
values of leaving assets that are loss assets

715-135 Third choice: loss denial pool of leavimgity created
Effect of first and second choices on various kindsf assets

715-145 Effect of choice on adjustable value o¥ileg asset

General provisions about loss denial pools

715-155 When asset leaves pool
715-160 How loss denial balance is applied to lssalised on assets in pool
715-165 When pool ceases to exist

Choices under this Subdivision

715-175 When choice must be made
715-180 Head company to notify leaving entity obicle

715-185 Leaving entity may choose to cancel lossadl@ool by reducing adjustable
values of assets in the pool
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Object

715-15 Object of this Subdivision

(1) The object of this Subdivision is to give eff¢éo the purposes of
Subdivision 165-CC (about change of ownership otrob of a
company that has an unrealised net l0ss) in thesesc

(a) on formation of &consolidated group, €GT asset held
directly by the'head company is affected by that
Subdivision, and thésame business test is failed;

(b) on an entity becoming’aubsidiary member of a
consolidated group, an asset consisting of:

(i) a*membership interest that member of the group
(including a chosen transitional entity under
Division 701 of thdncome Tax (Transitional
Provisions) Act 1997holds in the entity; or

(if) a liability that the entity owes to such amieer;
is affected by that Subdivision, and the saméniess test is
failed;
(c) on a company becoming a subsidiary member:
() a CGT asset of the company that becomes at aks
the head company is affected by that Subdivisiod; a

(i) because the company is a chosen transitientty, the
asset does not have its tax cost reset; and

(i) the same business test is failed,;

(d) on an entity ceasing to be a subsidiary men@GT asset
of the head company that becomes an asset of titgisn
affected by that Subdivision, and the same busitestss
failed.

Note: Subdivision 165-CC also affects an entity tiet deferred losses
under Subdivision 170-D on assets that it formeviyed.

Subdivision 715-D gives effect to the purposesudidvision 165-CC
if such an entity becomes a member of a consolidgiteup.

(2) This Subdivision achieves its object by supmating and
modifying the application of Subdivision 165-CCtéke account
of how the rest of this Part tredteembers of &consolidated
group (in particular the provisions about entitiegoming or
ceasing to be members).
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[The next section is section 715-25.]

Effect on Subdivision 165-CC of a company becomingy
member of a consolidated group

715-25 Subdivision 165-CC stops applying to earfiehangeover
time

(1) At and after the time (thmembership timgwhen a company
becomes &member of dconsolidated group, Subdivision 165-CC
does not apply to the company in relation taleangeover time
that happened before the membership time, exceptéqurposes
of section 715-30 (which defind$5-CC tagged asget

Note 1: Subdivision 165-CC is about change of owmiprer control of a
company that has an unrealised net loss.

Note 2: If the company has 165-CC tagged assetg an¢imbership time,
there are further consequences under this Subafivésid
Subdivision 715-D.

Also, Subdivision 165-CC can apply to the head comud the
group in relation to a changeover time that happens at or after
the membership time. See section 715-75.

(2) Subsection (1) continues to have effect ef/émeicompany later
stops being amember of the group.

715-30 Meaning ofLl65-CC tagged asset

A*CGT asset is 465-CC tagged assef a company at a
particular time if, and only if:
(a) that time is at or after the most recaftangeover time (if
any) for the company; and
(b) at that changeover time, the company had agalised net
loss under section 165-115E; and
(c) the asset is covered by subsection 165-115pék/applying
to that changeover time; and
(d) the company would not, at that changeover,tgaésfy the
maximum net asset value test under section 152+ib;
(e) if the company has chosen under subsectiorl1658(1B)
in relation to that changeover time—the compaagquired
the asset for $10,000 or more.
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715-35 Meaning offinal RUNL

A company’dinal RUNL at a particular time (theest tim¢g is the
amount that would have been the compatngsidual unrealised
net loss at the time of:

(a) if no event that subsection 165-115BB(2) referas a
relevant event actually happens at the test timesetianal
event of that kind happening at the test time; or

(b) otherwise—a notional event of that kind thappens at the
test time, and that the company determines undagpasph
165-115BB(1)(b) to have happenater than each event that
actually happened at that time.

Note: This Subdivision reduces a company’s final RUH#S amounts of it
are applied for various purposes.

[The next section is section 715-50.]

165-CC tagged assets that affect tax cost settingnaunts

715-50 Step 1 amount is reduced if membership imest in
subsidiary member is 165-CC tagged asset and same
business test is failed

(1) The amount taken into account under subse@&65(1) (about
the cost of membership interests in the joiningtgnfor a
*membership interest that member of the joined group holds in
the joining entity at the joining time is reducéd i
(a) apart from this section, the amount wouldhserhembership
interest’s'reduced cost base (if appropriate, as modified by a
later provision of section 705-65); and

(b) the membership interest is at that tinié@b-CC tagged
asset of that member, and that member ownedheat t
*changeover time for that member; and

(c) that member’&final RUNL just before the joining time was
greater than nil; and

(d) that member doewmt satisfy the'same business test for:

() the period (thsame business test perijodonsisting of
the"head company'&rial year; and

(i) the time (theest tim@ just before théchangeover time.
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(2) If at the joining time thdimember holds:
() 2 ormore membership interests in the joining entity; or
(b) at least one membership interest in the jgimntity, and at
least one membership interest in another membireof
joined group;
this section applies to each such membership stteravhichever
order that member determines.

Amount of reduction

(3) The amount taken into account under subse@@&A65(1) is
reduced to thtmembership interest’snarket value at the joining
time.

(4) However, if that member'sinal RUNL (as reduced by any
previous reductions under this sectionss tharthe difference
between:

(a) the'reduced cost base referred to in paragraph (Ba);
(b) themarket value referred to in subsection (3);
the amount taken into account under subsectior6B)b} is
instead reduced by that final RUNL.

(5) That'final RUNL is reduced by the amount of the reduttimder
subsection (3) or (4).

Rights and options to acquire membership interests

(6) Subsection 705-65(6) (which treats rights aptions as
membership interests) also applies for the purpofktss section.

715-55 Step 2 amount is affected if liability ofudbsidiary member is
165-CC tagged asset of another group member and sam
business test is failed

(1) The amount (theomparison amountapplicable under the table in
subsection 705-75(2) (about reduction of the stap@unt) for an
accounting liability of the joining entity that isved to & member
of the joined group at the joining time is reduded

(a) apart from this section, the comparison amamitld be the
*reduced cost base (if appropriate, as modified layes
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provision of section 705-75) of the asset of thatber that
IS constituted by the accounting liability; and

(b) the asset is at that timé165-CC tagged asset of that
member, and that member owned it at*tteangeover time;
and

(c) that member’sfinal RUNL just before the joining time (as
reduced by any reductions under section 715-50)gneeter
than nil; and

(d) that member doewmt satisfy the' same business test for:

(i) the period (thsame business test perjodonsisting of
the*head company&rial year; and

(i) the time (thetest tim@ just before théchangeover time.

Note: Paragraph (1)(c) has the effect that if kbt section and
section 715-50 apply to the same member of thegbgroup,
section 715-50 is applied before this section.

(2) If at the joining time thdimember holds:
(a) 2 or'more assets constituted by accounting liabilitiethe
joining entity; or
(b) at least one asset constituted by an accauhigibility of the
joining entity, and at least one asset constitbiedn
accounting liability of another member of the grpup

this section applies to each such asset in whicherder that
member determines.

Amount of reduction

(3) The comparison amount is reduced to the assed#irket value at
the joining time.

(4) However, if that member'dinal RUNL (as reduced by any
previous reductions under section 715-50 or treti@®) isless
thanthe difference between:

(a) the'reduced cost base referred to in paragraph (Bia);
(b) the asset’smarket value at the joining time;
the comparison amount is instead reduced by that RUNL.

(5) That'final RUNL is reduced by the amount of the reduttimder
subsection (3) or (4).
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165-CC tagged assets that form loss denial poolsiuad
company when consolidated group is formed

715-60 Assets that the head company already owns

(1) Atthe time (théormation time) when & consolidated group
comes into existence under paragraph 703-5(1)(e$sadenial
pool of the*head company is created if:

(a) the formation time isota”changeover time for the head
company; and
(b) at the formation time, the head company owiB@T asset:

(i) thatis a165-CC tagged asset of the head company at
that time; and

(i) that it owned at théchangeover time; and

(ii) that is not & membership interest in“anember of the
group; and

(iv) thatis not a right or option (including artimgent right
or option), created or issued by a member of tbemr
to acquire such a membership interest; and

(v) thatis not constituted by a liability owedtte head
company by a member of the group;
or 2 or more such assets; and

(c) the head company’final RUNL just before the formation
time (as reduced by any reductions under sectiérbDlor
715-55) was greater than nil; and

(d) the head company doest satisfy theé'same business test
for:

(i) the period (thesame business test perjodonsisting of
the head company’srial year; and

(i) the time (theest tim@ just before théchangeover time.

Note: Paragraph (1)(c) has the effect that if ttechcompany has 165-CC
tagged assets that are affected by section 715-80%55 (because
they are membership interests in, or accountirgliiees owed by,
another group member), those sections are appdifededthis section.

(2) When it is created, the pool consists of the or moré CGT
assets referred to in paragraph (1)(b), anib&s denial balances
equal to théfinal RUNL referred to in paragraph (1)(c).
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Note 1: The pool is distinct from any other lossidepool of the head
company, for example, one created at the formaiime under
section 715-70.

Note 2: 170-D deferred losses on 165-CC taggedsagbéte head company
may be added to the pool by subsection 715-355(1).

[The next section is section 715-70.]

715-70 Assets of subsidiary member that become #$®of head
company

(1) Atthe time (théormation time) when an entity becomes a
*subsidiary member of ‘@onsolidated group, lass denial poobf
the"head company of the group is created if:

(a) the formation time isota*changeover time for the head
company; and

(b) the entity is a chosen transitional entity enDivision 701 of
thelncome Tax (Transitional Provisions) Act 19@nd

(c) subsection (2) or (4) of this section is $ets

Note 1: If the entity is a chosen transitional gnsection 701-15 of the
Income Tax (Transitional Provisions) Act 199&vents:

. section 701-10 (cost to head company of assets that
entity brings into group); and

. subsection 701-35(4) (setting value of tradinglstatc
tax-neutral amount);

of this Act from applying to the entity’s assatgélation to the
formation time.

Note 2: The pool is distinct from any other lossidepool of the head
company, for example, one created under this sebgcause another
entity becomes a subsidiary member of the grouipeatormation
time.

Joining entity has 165-CC tagged assets

(2) This subsection is satisfied if:

(a) a"CGT asset of the entity, or each of 2 or more C&5ets
of the entity:

(i) is a"165-CC tagged asset of the entity at the formation
time; and
(i) was owned by the entity at thiehangeover time; and
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(iii) is not a"membership interest in“anember of the group;
and
(iv) is not a right or option (including a contigt right or
option), created or issued by a member of the grimup
acquire such a membership interest; and
(v) is not constituted by a liability owed to thstity by a
member of the group at the formation time; and
(b) the entity’s'final RUNL just before the formation time (as
reduced by any reductions under section 715-50.5+5b)
was greater than nil; and
(c) the entity doemot satisfy the'same business test for:
() the period (thsame business test perijocdonsisting of
the entity’s*trial year; and
(i) the time (theest timg just before théchangeover time.
Note: Paragraph (2)(b) has the effect that if thiityehas 165-CC tagged
assets that are affected by section 715-50 or Blfbécause they are

membership interests in, or accounting liabiliteged by, another
group member), those sections are applied befgedation.

(3) When itis created because of subsectiortlf@)pool consists of
the one or moréCGT assets referred to in paragraph (2)(a), and its
loss denial balancés equal to théfinal RUNL referred to in
paragraph (2)(b).

Note: 170-D deferred losses on 165-CC tagged ask#is head company
may be added to the pool by subsection 715-355(2).

Entity has loss denial pool

(4) This subsection is satisfied if, just befdre formation time, the
entity had dloss denial pool.

(5) When it is created because of subsectiortlféfhead company’s
loss denial pool:

(a) consists of the one or mé@GT assets of which the entity’s
loss*denial pool consisted; and

(b) has doss denial balancequal to théloss denial balance of
the entity’s loss denial pool;

just before the formation time.
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How Subdivision 165-CC applies to consolidated grqus

715-75 Extension of single entity rule and entryibtory rule

(1) Subsection 701-1(1) (Single entity rule) aadt®n 701-5 (Entry
history rule) also have effect for all the purposes
Subdivision 165-CC (about change of ownership otrob of a
company that has an unrealised net loss).

Note:

One consequence of this is that the head aoynis the only member
of a consolidated group that can have a changeitnerand be
subject to consequences under Subdivision 165-CCh&ae
company is treated as owning all CGT assets ownegtdyp
members, and as making relevant losses.

(2) This section is not intended to limit the etféhat subsection
701-1(1) and section 701-5 have apart from thifi@ec

Effect on Subdivision 165-CC of entity leaving cordidated

group

715-80 Application of sections 715-85 to 715-110

Sections 715-85 to 715-110 apply if, at a paldictime (the
leaving timg, an entity (thdeaving entity ceases to be a
*subsidiary member of ‘@onsolidated group.

Note 1:

Note 2:

If a changeover time happened to the heatpany at or after the
group came into existence and before the leaving, i

Subdivision 165-CC doeawotapply to the head company at and after
the leaving time, in respect of assets that ledtke tive leaving entity,
in relation to the changeover time.

This is because the head company can no longez makpital loss,
or become entitled to a deduction, in respect@E&T event
happening to any of those assets.

If, just before the leaving time, the headhpany had a loss denial
pool, see section 715-120.

715-85 First changeover time for leaving companyt@r after leaving

time

If the leaving entity is a company, its fifshangeover time at or
after the leaving time is determined:
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(a) on the basis that the reference time undesestion
165-115A(2A) is the one that would be used in drieing
whether the leaving time was a changeover tim¢®head
companyand

(b) making the additional assumptions in sectib&-Z90.

Note: If the leaving entity is a trust, it cannatve a changeover time

(because Subdivision 165-CC applies only to comparses
section 715-95 applies to it instead: see subseil®-95(2).

715-90 How same business test applies if leavingé is changeover
time for leaving company

(1) This section applies if:
(a) the leaving entity is a company; and
(b) the leaving time is ‘@hangeover time for the leaving entity.

(2) The continuity period referred to in subsetti®5-115B(3), as
applying to the leaving time as ehangeover time for the leaving
entity, is taken to have ended ja$ter that time.

Note: This ensures that the same business tegpligd to the business that
the leaving entity carries on at the leaving tisee subsection
165-13(3).

715-95 If ownership and control of leaving entitjhavenot changed
since head company’s last changeover time

(1) This section applies if:
(a) the leaving entity is a company; and
(b) the leaving time isota”*changeover time for the leaving
entity; and
(c) just before the leaving time, theead company owned at
least oné CGT asset:
(i) that was d165-CC tagged asset just before the leaving
time; and
(i) that it owned at the latest changeover timethe head
company at or after the group came into existende a
before the leaving time; and

(d) at least one asset covered by paragraph ér) asset (a
leaving assétthat becomes an asset of the leaving entity at
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the leaving time because subsection 701-1(1) (Siegtity
rule) ceases to apply to the entity; and

(e) the head company'final RUNL at the leaving time is
greater than nil.

(2) This section also applies if the leaving griita trust.

(3) If the*head company doemt satisfy the' same business test for:
(a) the period (theame business test peripstarting at the
earlier of:
(i) the time 12 months before the leaving timej an
(i) when the head company came into existence;
and ending just before the leaving time; and
(b) the time (théest tim¢ just before théchangeover time;
the head company must make one of the choicesHimhw
sections 715-100, 715-105 and 715-110 provide.

For provisions about making one of these choices,
see sections 715-175 to 715-185.

715-100 First choice: adjustable values of leavirassets reduced to
nil

The first choice is to reduce thadjustable value of each leaving
asset to nil. The choice has effect accordinglst pefore the
leaving time. Théhead company’&inal RUNL is not reduced
because of it.

Note: The consequences of the choice are workedraler
section 715-145.

715-105 Second choice: head company’s final RUNIpplied in
reducing adjustable values of leaving assets thatealoss
assets

(1) The second choice is to reduce under thisasettie”adjustable
value of each leaving asseti¢as assétfor which the"head
company would have had a notional capital lossotional
revenue loss, under section 165-115F at the tined€st timé just
before the leaving time if the test time had beéchangeover time
for the head company. The choice has effect acogiydi
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Note: The consequences of the choice are workedraigr this section and
section 715-145.

(2) If:
(a) 2 or more entities cease to*babsidiary members of the
*consolidated group at the leaving time; and
(b) 2 or more of them make the second choice;

the choices have effect in whichever order*thead company
determines.

(3) This section applies to each of the loss asmatrder, according to
their respectivéadjustable values (apart from this section) at the
test time: from largest to smallest. (If an assest imore than one
such adjustable value, use the greater or gresitdstm.)

(4) At the test time, theadjustable value of the loss asset is reduced to
the asset'Smarket value at that time.

(5) However, if théhead company’&inal RUNL at the leaving time
(as reduced by any previous reductions under dusan) isless
thanthe difference between:

(a) the"adjustable value of the loss asset (apart from this
section) at the test time; and

(b) the asset’dmarket value at the test time;

the adjustable value is instead reduced at theitestoy that final
RUNL.

(6) That*final RUNL is reduced by the amount of the reduttimder
subsection (4) or (5). If 2 or more such reductiaresmade for the
same asset (because it has 2 or more differeractiess), that final
RUNL is reduced by the greater or greatest of ¢aeictions.

715-110 Third choice: loss denial pool of leavingntity created

(1) The third choice can be made only if everyetissevered by
paragraph 715-95(1)(c) is a leaving asset. Thecehsito have a
loss denial poobf the leaving entity created at the leaving time,
consisting of every leaving asset. (To avoid dotli#,choice can
be made even if the leaving entity is not a company

(2) A choice under this section has effect acemigi The pool is
distinct from any other loss denial pool of thevieg entity.
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(3) When the pool is created, itss denial balancés equal to the
*head company'&inal RUNL at the leaving time.

Note: If the head company makes this choice, theimg entity can choose
to cancel the loss denial pool by reducing redwsed bases of assets

in the pool: see section 715-185.

[The next section is section 715-120.]

Effect of assets in loss denial pool of head compabecoming
assets of leaving entity

715-120 What happens

(1) This section applies if:

(a) at a particular time (tHeaving timg, an entity (thdéeaving
entity) ceases to be*aubsidiary member of ‘@onsolidated
group; and

(b) just before the leaving time, theead company had bss
denial pool; and

(c) atthe leaving time, at least of@&GT asset (&&aving asset
that was in the pool just before that time becom€GT
asset of the leaving entity because subsectiorl{D)1-
(Single entity rule) ceases to apply to the entity;

(2) Each leaving asset leaves thss denial pool at the leaving time.

(3) If:
(a) the leaving entity is a company and the legtime isnota
“changeover time for the leaving entity; or
(b) the leaving entity is a trust;
the*head company must make one of the choices for which
sections 715-125, 715-130 and 715-135 provide.

For provisions about making one of these choices,
see sections 715-175 to 715-185.

715-125 First choice: adjustable values of leaviragssets reduced to
nil

The first choice is to reduce thadjustable value of each leaving
asset to nil. The choice has effect accordinglst pefore the
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leaving time. Théloss denial balance of thieead company'doss
denial pool imotreduced because of it.

Note: The consequences of the choice are workedraler
section 715-145.

715-130 Second choice: pool’'s loss denial balaragglied in

reducing adjustable values of leaving assets thateloss
assets

(1) The second choice is to reduce under thissettie”adjustable
value of each leaving asseti¢as assétfor which the"head
company would have had a notional capital lossotional
revenue loss, under section 165-115F at the tined€st timé just
before the leaving time if the test time had beéchangeover time
for the head company. The choice has effect acogiydi

Note: The consequences of the choice are workedralér this section and
section 715-145.

(2) If:
(a) 2 or more entities cease to"babsidiary members of the
“consolidated group; and
(b) 2 or more of them make the second choice;
the choices have effect in the same order as titeeercease being
subsidiary members. If 2 or more of the entitiesseel at the same

time, their choices have effect in whichever orther head
company determines.

(3) This section applies to each of the loss aseatrder, according to
their respectivéadjustable values (apart from this section) at the
test time: from largest to smallest. (If an asset imore than one
such adjustable value, use the greater or greaftéstm.)

(4) At the test time, theadjustable value of the loss asset is reduced to
the asset’Smarket value at that time.

(5) However, if théloss denial balance (as reduced by any previous
reductions under this section or section 715-16h&"head
company’s'loss denial podk less tharthe difference between:

(a) the*adjustable value of the loss asset (apart from this
section) at the test time; and

(b) the asset’smarket value at the test time;
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the adjustable value is instead reduced at theitestby that loss
denial balance.

(6) That'loss denial balance is reduced at the leaving biynéne
amount of the reduction under subsection (3) arl{4 or more
such reductions are made for the same asset (leeitdnas 2 or
more different characters), that loss denial baasceduced by
the greater or greatest of the reductions.

715-135 Third choice: loss denial pool of leavingntity created

(1) The third choice can be made only if evereatsat was in the
*loss denial pool just before the leaving time isaving asset. The
choice is to have lmss denial poobf the leaving entity created at
the leaving time, consisting of every leaving asSat avoid
doubt, the choice can be made even if the leawvitityes not a
company.)

(2) A choice under this section has effect acewigi The pool is
distinct from any other loss denial pool of thevieg entity.

(3) When the leaving entity’s loss denial poatieated, itdoss denial
balanceequals the loss denial balance of the head conplusg
denial pool (as reduced by any previous reductimuer
section 715-130 or 715-160).

Note: If the head company makes this choice, taeihg entity can choose
to cancel the loss denial pool by reducing redwsed bases of assets
in the pool: see section 715-185.

(4) The head company’foss denial pool ceases to exist when the
leaving entity’s loss denial pool is created.

[The next section is section 715-145.]

Effect of first and second choices on various kindsf assets

715-145 Effect of choice on adjustable value ofdeing asset

(1) This section has effect for the purposes témaining the
consequences of a choice under any of sectiond@05715-105,
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715-125, 715-130 and 715-185 (itteice provisiongfor a

leaving asset.

(2) The asset’adjustable valuet the time (théest tim¢g just before
the leaving time is worked out under this tableth{é asset is
covered by 2 or more items, there are consequéocésinder the
choice provisions and this section in respect ohes the items.)

Adjustable valueat the test time

ltem If: Its adjustable valués:
1 the asset is &CGT asset itSreduced cost base
2 the asset is an item fading stock its "cost

of the*head company at the test

time, and became part of theead

company’s‘trading stock in the

income year (théest yeay in which

the test time occurs
3 the asset is an item fading stock its "cost

of the"head company at the test
time, item 2 does not apply, and at
the end of the last income year
before the test year, the item was
*valued at its cost

4 the asset is an item tfading stock
of the*head company at the test
time and neither of items 2 and 3

its *value as trading stock of the
head company on hand at the start of
the income year in which the test

applies time occurs
5 the asset is &epreciating asset worked out under section 40-85
6 the asset is frevenue asset the total of the amounts that would

be subtracted from the gross
disposal proceeds in calculating any
profit or loss on disposal of the asset
by the head company

(3) If any of the choice provisions reduces attds time the asset’s
*adjustable value, the thing identified for the asseler the table
in subsection (2) of this section is reduced bysidi®e amount.

(4) Subsection (3) has effect for the purposesarking out under
section 711-30 théhead company’&erminating value for the

asset at the leaving time.
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[The next section is section 715-155.]

General provisions about loss denial pools

715-155 When asset leaves pool

A’CGT asset leaves'ss denial pool:
(a) just after arealisation event happens to the asset, unless the
realisation event is the ending of an income yiathe case
of an item of'trading stock); or
(b) as mentioned in subsection 715-120(2) (whéedbmes an
asset of the leaving entity).

715-160 How loss denial balance is applied to lessrealised on
assets in pool

(1) If, apart from this section, a loss would*bealised for income tax
purposes by &ealisation event that happens a4 T asset when
itis in a*loss denial pool of an entity, the loss is redusgthe
lesser of:

(a) the amount of the loss; and

(b) the pool'sloss denial balance (as reduced by any previous
reductions under section 715-130 or this subségtion

and the loss denial balance is reduced by the sament.

(2) Subsection (1) applies tealisation events in the order in which
they happen. If 2 or more happen at the same tirapplies to
them in whichever order the entity determines.

(3) Subsection (1) reduceslass denial balance after section 715-130
does, unless theealisation event happehsforethe leaving time
referred to in that section.

715-165 When pool ceases to exist

(1) A*loss denial pool of a company ceases to exist \them is a
*changeover time for the company.
Note: The CGT assets in the pool then become stutigj¢lee application of

Subdivision 165-CC (about change of ownership otrobof a
company that has an unrealised net loss).
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(2) A’loss denial pool of any entity ceases to exist:
(a) when there are i€GT assets, and ri@70-D deferred
losses, in the pool; or
(b) just after théloss denial balance becomes nil; or
(c) when the entity becomessabsidiary member of a
*consolidated group; or
(d) as mentioned in subsection 715-135(4).

[The next section is section 715-175.]

Choices under this Subdivision

715-175 When choice must be made

(1) A choice under section 715-95 or 715-120 rbgsinade within 6
months after the leaving time, or within a furtperiod allowed by
the Commissioner.

(2) After that 6 months, or that further peridag head company is
taken to have made the first choice under secti®rIDO0 or
715-125 unless it is established that the head aognmade a
different choice within that 6 months or furtheripd.

715-180 Head company to notify leaving entity ofhoice

(1) Within one month after making a choice undmtion 715-95 or
715-120, or within a further period allowed by themmissioner,
the head company must give the leaving entity amitiotice of the
choice.

(2) If the choice is to havetoss denial pool of the leaving entity
created at the leaving time, the notice must gieai$y the pool's
*loss denial balance at that time.

715-185 Leaving entity may choose to cancel lossrilal pool by
reducing adjustable values of assets in the pool

(1) Within 6 months after ‘doss denial pool is created under
section 715-110 or 715-135, or within a furthergellowed by
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the Commissioner, the leaving entity may choodeettreated as if
the*head company had instead made:

(a) the first choice under section 715-100 or I25: or

(b) the second choice under section 715-105 or1B06
as specified by the leaving entity in its choice.

(2) If the leaving entity makes a choice underssghion (1):

(a) the'loss denial pool ceases to exist just after thehga
time; and

(b) at the leaving time, tHadjustable value of eaéRGT asset
in the pool is reduced to what it would have beethat time
if the head company had instead made the choics#figue
by the leaving entity in its choice.

(3) The choice by the leaving entity does notciffeow subsection
715-135(4) applies to tHbead company.

Note: This means that the head company’s loss beodd still ceases to
exist.

Subdivision 715-B—How Subdivision 165-CD applies to
consolidated groups and leaving entities

Table of sections

How Subdivision 165-CD applies to consolidated grqs

715-215 Extension of single entity rule and enfstdry rule
715-225 Working out adjusted unrealised loss usidiyidual asset method

715-230 No reductions or other consequences ferdsts subject to loss
cancellation under Subdivision 715-H

How Subdivision 165-CD applies to leaving entity tat is a
company

715-240 Application of sections 715-245 to 715-260

715-245 If ownership or control of leaving entitgshaltered since head company’s
last alteration time or formation of group

715-250 If head company has had an alteration bim@wnership and control of
leaving entity have not altered since

715-255 Consequences if leaving entity is a losspamy at the leaving time
715-260 If neither of sections 715-245 and 715-@50lies
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How Subdivision 165-CD applies to leaving entity tht is a trust
715-270 Subdivision 165-CD applies

How Subdivision 165-CD applies to consolidated grqus

715-215 Extension of single entity rule and entriistory rule

(1) Subsection 701-1(1) (Single entity rule) aadt®n 701-5 (Entry
history rule) also have effect for all the purposés
Subdivision 165-CD (about reductions after alteragiin
ownership or control of loss company).
Note: One consequence of this is that the head aoynig the only member
of a consolidated group that can have an alteraitiom and be subject
to reductions or other consequences under Subalivi€s5-CD. The

head company is treated as owning all CGT assets@iy group
members, and as making relevant losses.

Another consequence is for working out who haslevant equity
interest or relevant debt interest in a companyhha an alteration
time at which it is a loss company but not a menafer consolidated
group. Interests in the loss company that are ovayeslibsidiary
members of the group are treated as being owndiebyead
company.

(2) This section is not intended to limit the efféhat subsection
701-1(1) and section 701-5 have apart from thifi@ec

[The next section is section 715-225.]

715-225 Working out adjusted unrealised loss usingdividual asset
method

(1) For the purposes of:

(a) using théindividual asset method to work out whether the
*head company of ‘@onsolidated group has an adjusted
unrealised loss under section 165-115U diadteration time;
or

(b) working out under section 165-115W whetherttbad
company of a consolidated group has a trading stock
decrease at an alteration time;

step 1 of the method statement in subsection 1681, or step
2 of the method statement in subsection 165-115Wi(@snot
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apply to an amount that was counted in respect 6GI asset at
an earlier time if:
(c) atthe time (th@ining time) when an entity became a
*subsidiary member of the group, the asset becarassat
of the head company because of subsection 701 3ifigle
entity rule); and
(d) the earlier time is ahalteration time that happened in respect
of the entity before the joining time;

unless the entity is a chosen transitional entitgan Division 701
of thelncome Tax (Transitional Provisions) Act 1997

Note: If the joining entity is a chosen transitibaatity, section 701-15 of
thelncome Tax (Transitional Provisions) Act 199&vents:

. section 701-10 (cost to head company of assets that
entity brings into group); and
. subsection 701-35(4) (setting value of tradinglstatc
tax-neutral amount);
of this Act from applying to the assets of thanjog entity in relation
to the joining time.

If the joining entity isnota chosen transitional entity, it is assumed
that the process of resetting the tax costs @fssets will bring their
tax costs into closer alignment to their marketigal and so remove
the need to consider unrealised losses on thostsdkat existed
before the joining time.

(2) This section has effect despite section 7Q&rry history rule).

715-230 No reductions or other consequences fotenests subject to
loss cancellation under Subdivision 715-H

If section 715-610 reduces a loss that wouldretise be‘realised
for income tax purposes by eealisation event that happens to an
interest in, or a debt owed by, a company, sectl&®s115ZA and
165-115ZB do not apply (and are taken never to lagpdied) to
the interest or debt, in relation to aiteration time that happened
for the company during the ownership period refétcein
subsection 715-610(2).

Note 1: Section 715-610 is about cancelling a tosa realisation event for a
direct or indirect interest in a subsidiary membfa consolidated
group.

Note 2: Sections 165-115ZA and 165-115ZB are ablmitbnsequences that

an alteration time for a loss company has for @eequity interests
and relevant debt interests in the company.
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[The next section is section 715-240.]

How Subdivision 165-CD applies to leaving entity tat is a
company

715-240 Application of sections 715-245 to 715-260

Sections 715-245 to 715-260 affect how Subdivigi65-CD
(about reductions after alterations in ownershipanmtrol of loss
company) applies to a company (teaving entity at and after the
time (theleaving timg when it ceases to b€ subsidiary member
of a*consolidated group that came into existence atticpkar
time (theformation time).

Note: If a trust ceases to be a subsidiary membarconsolidated group:
see section 715-270.

715-245 If ownership or control of leaving entityhas altered since
head company’s last alteration time or formation of

group

(1) This section applies if the leaving time wobklanalteration time
for the leaving entity if:
(a) the reference time under subsection 165-110)51(2
165-115M(2) were:

(i) if at least one alteration time has occurrmedelation to
the*head company of tHeonsolidated group since the
formation time and before the leaving time—the time
just after the most recent such alteration time; or

(i) otherwise—the formation time; and

(b) the additional assumptions in section 715286 made.

(2) The leaving time is aalteration timefor the leaving entity.

Note: One consequence of this is that the refergémzefor working out the
leaving entity’snextalteration time is the time just after the leaving

time.

(3) The leaving entity is l@ss compant that alteration time if, and
only if, it has arfadjusted unrealised loss at that time. If so, that
adjusted unrealised loss is the leaving entity'srall lossat that
time.
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Note 1: Subsection (4) affects how the leavingtemtbrks out its adjusted
unrealised loss at the leaving time in some cases.

Note 2: If the leaving entity is a loss companyhat leaving time,
section 715-255 provides for the consequences.

(4) If the leaving entity uses thimdividual asset method of working
out its*adjusted unrealised loss at thalteration time, then for the
purposes of:

(a) step 1 of the method statement in subsecB&R11L5U(1);
and
(b) the method statement in subsection 165-115W(1)
the leaving entity is taken to have had no eadiration time.

715-250 If head company has had an alteration timeut ownership
and control of leaving entity have not altered sine

(1) This section applies if:

(a) at least on&alteration time has occurred in relation to the
*head company of tHeonsolidated group since the
formation time and before the leaving time; and

(b) the leaving time isot an*alteration time for the leaving
entity under subsection 715-245(2).

(2) The leaving time is aalteration timefor the leaving entity.

(3) However, for the purposes of determining wtrenleaving
entity’s next"alteration time happens, the reference time under
subsection 165-115L(2) or 165-115M(2) is the tinngt jafter the
most recent alteration time for theead companieforethe
leaving time.

(4) The leaving entity is l@ss companyat the leaving time if, and
only if, the*head company would have had*adjusted unrealised
loss at the most recetdlteration time (thédead company
alteration time for the head company before the leaving time if
that adjusted unrealised loss (if any) were worgdon the basis
that:

(a) the head company chooses whethetitttividual asset
method or théglobal method is used; and

(b) a"CGT asset is taken into account only if:
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(i) the head company owned it at the head company
alteration time; and

(ii) it becomes a CGT asset of the leaving erttthe
leaving time because subsection 701-1(1) (theaing|
entity rule) ceases to apply to the entity; and

(c) if the individual asset method is used, thanrtlie purposes
of:

(i) step 1 of the method statement in subsection
165-115U(1); and
(i) the method statement in subsection 165-119W(1
the head company had no earlier alteration time.

(5) If the leaving entity is doss company at the leaving time, its
overall lossat that time is théadjusted unrealised loss worked out
under subsection (4).

715-255 Consequences if leaving entity is a logsmgpany at the
leaving time

Q) If:

(a) section 715-245 or 715-250 applies; and

(b) the leaving entity is ‘doss company at the leaving time;
the head company must choose whether subsectian (2) of
this section has effect for the purposes of apglyio each
*membership interest in the leaving entity, in lielato the time
just before the leaving time, whichever of thesavjgions is
appropriate:

(c) subsection 701-55(3) (about trading stock);

(d) subsection 701-55(5), but only so far asldtes to working
out the'reduced cost base of membership interest that was
*acquired on or after 20 September 1985;

(e) subsection 701-55(6) (about revenue assets).
Note: Section 701-55 is about setting the tax oban asset.
(2) If the*head company chooses this subsection, the intefest’

cost setting amount (apart from this section) lpegore the leaving
time is reduced to nil.

(3) If the*head company chooses this subsection, the intefest’
cost setting amount (apart from this section) pegore the leaving
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time is reduced by the adjustment amount under
section 165-1157B, which is calculated on the besit
(a) just before the leaving time, all thmembership interests in
the leaving entity constituted a single relevantisggnterest
under section 165-115X that the head company h#tein
leaving entity; and
(b) the adjustment amount is worked out and aglie
accordance with subsection 165-115ZB(6), but damdigg
the paragraphs of that subsection except paragraphs
165-1157B(6)(a) and (d).

(4) The"head company’s choice must be made within 6 maaftes
the leaving time, or within a further period allavey the
Commissioner.

(5) After that 6 months, or that further peridag head company is
taken to have chosen subsection (2) unless itablkshed that the
head company made a different choice within thaio@ths or
further period.

Rights and options to acquire membership interests

(6) Subsection 711-15(2) (which treats rights aptions as
membership interests) also applies for the purpok#ss section,
on the basis that tHeonsolidated group referred to in
section 715-240 is the old group referred to in sudbsection.

715-260 If neither of sections 715-245 and 715-2&0plies

(1) This section applies if:

(a) no*alteration time has occurred in relation to thead
company of théconsolidated group since the formation time
and before the leaving time; and

(b) the leaving time inot an*alteration time for the leaving
entity under subsection 715-245(2).

(2) The leaving entity’s firstalteration time after the leaving time is
determined:
(a) on the basis that the reference time undeyesation
165-115L(2) or 165-115M(2) is the time just aftee t
formation time; and
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(b) making the additional assumptions in sectib&-Z90.

(3) If the leaving entity uses thimdividual asset method of working
out its*adjusted unrealised loss at that fiigteration time, then
for the purposes of:

(a) step 1 of the method statement in subsecB&R11L5U(1);
and
(b) the method statement in subsection 165-115W(1)
the leaving entity is taken to have had no eaalitration time.

[The next section is section 715-270.]

How Subdivision 165-CD applies to leaving entity tht is a trust

715-270 Subdivision 165-CD applies

(1) At and after the time (tHeaving timg when a trust ceases to be a
*subsidiary member of ‘@onsolidated group, Subdivision 165-CD
(about reductions after alterations in ownershipatrol of loss
company) applies to the trust on the basis seindthis section.

(2) The trust is taken to be a company.
(3) The leaving time is the ondlteration timein respect of the trust.

(4) The trust is goss companyat that time if, and only if, it has an
*adjusted unrealised loss at that time. If so, éldaisted unrealised
loss is itsoverall lossat that time.

(5) If the trust is dloss company at the leaving time, thead
company must choose whether subsection (6) orf {hissection
has effect for the purposes of applying, to €asémbership
interest in the trust, in relation to the time josfore the leaving
time, whichever of these provisions is appropriate:

(c) subsection 701-55(3) (about trading stock);

(d) subsection 701-55(5), but only so far asldtes to working
out the'reduced cost base of membership interest that was
*acquired on or after 20 September 1985;

(e) subsection 701-55(6) (about revenue assets).
Note: Section 701-55 is about setting the tax oban asset.
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(6) If the*head company chooses this subsection, the intefest’
cost setting amount (apart from this section) pegore the leaving
time is reduced to nil.

(7) If the*head company chooses this subsection, the intefest’
cost setting amount (apart from this section) lpegore the leaving
time is reduced by the adjustment amount under
section 165-115ZB, which is calculated on the bt

(a) just before the leaving time:

(i) all the*membership interests in the leaving entity
constituted a single relevant equity interest under
section 165-115X that tHleead company had in the
leaving entity; and

(i) each of those interests was an equity under
section 165-115X that tHleead company had in the
leaving entity; and

(b) the adjustment amount is worked out and aglie
accordance with subsection 165-115ZB(6), but damdigg
the paragraphs of that subsection except paragraphs
165-1157B(6)(a) and (d).

(8) The"head company’s choice must be made within 6 maaftes
the leaving time, or within a further period allavey the
Commissioner.

(9) After that 6 months, or that further peridag head company is
taken to have chosen subsection (6) unless itabkshed that the
head company made a different choice within thaio@ths or
further period.

Rights and options to acquire membership interests

(10) Subsection 711-15(2) (which treats rights apiibns as
membership interests) also applies for the purpok#ss section,
on the basis that tHeonsolidated group is the old group referred
to in that subsection.
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Subdivision 715-C—Common rules for the purposes of
Subdivisions 715-A and 715-B

715-290 Additional assumptions to be made when ugj reference
time

The additional assumptions to be made are tatighout the
period starting at the reference time and endisghefore the
leaving time:

(a) the leaving entity was in existence; and

(b) the*head company held and beneficially owned all the
“membership interests in the leaving entity (instefad
whoever actually did); and

(c) those membership interests remained the sanade;

(d) the head company directly controlled the vppower in the
leaving entity.

Subdivision 715-D—Treatment of company’s deferreddsses
under Subdivision 170-D on joining a consolidated

group

Table of sections

Key terminology

715-310 What is 470-D deferred lossand when itevives

Deferred loss on 165-CC tagged asset

715-355 Head company’s own deferred losses at fiilsméme
715-360 Deferred losses brought in by subsidiargnber
715-365 How loss denial balance is applied whenD d&ferred loss revives

Key terminology

715-310 What is d.70-D deferred lossand when itrevives

(1) A’capital loss, deduction, or partner’s share ofdudgon, that
section 170-270 (about transactions within linkeaLigs) requires
to be disregarded isl&r0-D deferred lossnade:
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(a) by the company that paragraph 170-255(1)fe)s¢o as the
originating company; and

(b) at the time of the event that paragraph rdfees the deferral
event; and

(c) on the CGT assetacquired by the other entity referred to in
that paragraph.

(2) The*170-D deferred losevivesat the time when section 170-275
(as applying in relation to the deferral eventatsethe originating
company as having madéaapital loss, or having become entitled
to a deduction, in respect of that asset.

[The next section is section 715-355.]
Deferred loss on 165-CC tagged asset

715-355 Head company’s own deferred losses at foatron time

(1) This section applies if, at the time (foemation time when a
*consolidated group comes into existence, li@ad company has
(otherwise than because of section 701-5 (Enttptyisule)) a
*170-D deferred loss that:

(a) it made on &CGT asset that is"d65-CC tagged asset of the
head company because of paragraph 165-115A(1A)(b)
(which covers CGT assets on which it has 170-Drdede
losses); and

(b) has notrevived.

(2) If a’loss denial pool of ththead company is created under
section 715-60 at the formation time, eatR0-D deferred loss of
that kind that the head company has at that timadded to the loss
denial pool at that time.

(3) Otherwise, #oss denial poobf the"head company is created at
the formation time if:
(a) the formation time isota*changeover time for the head
company; and
(b) the head company'final RUNL just before the formation
time (as reduced by any reductions under sectiérbDlor
715-55) was greater than nil; and
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(c) the head company doest satisfy theé'same business test
for:
(i) the period (thsame business test perijodonsisting of
the head company’srial year; and
(i) the time (thetest tim@ just before théchangeover time.
Note: Paragraph (3)(b) has the effect that if taechcompany has 165-CC
tagged assets that are affected by section 715-30555 (because

they are membership interests in, or accountirliiees owed by,
another group member), those sections are appéifedeothis section.

(4) When itis created because of subsectiortl{8)pool consists of
each"170-D deferred loss covered by subsection (2) itaridss
denial balances equal to théfinal RUNL referred to in
paragraph (3)(b).

Note: The pool is distinct from any other loss dépiool of the head

company, for example, one created at the formatme under
section 715-360.

715-360 Deferred losses brought in by subsidiary ember

(1) This section applies if, just before the ti{tteemembership timg
when a company (thgeferred loss companyecomes a
*subsidiary member of ‘@onsolidated group, it had'470-D
deferred loss that:

(a) it made on &CGT asset that is"d65-CC tagged asset of the
company at the membership time because of paragraph
165-115A(1A)(b) (which covers CGT assets on whidiais
170-D deferred losses); and

(b) as at the membership time has’metived.

(2) If a*loss denial pool of ththead company is created under
subsection 715-70(2) because of the deferred mepany
becoming dsubsidiary member of the group, eat0-D
deferred loss of that kind that the deferred lasamany had just
before the membership time is added to the losmbeool at that
time.

(3) Otherwise, #ss denial poobf the*head company is created at
the membership time if:
(a) the membership time ii®t a*changeover time for the head
company; and
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(b) the deferred loss companyfsal RUNL just before the
membership time (as reduced by any reductions under
section 715-50 or 715-55) was greater than nil; and

(c) the deferred loss company does satisfy the same
business test for:

() the period (thsame business test perjocdonsisting of
the deferred loss companyial year; and

(i) the time (theest timg just before théchangeover time.

Note 1: The 170-D deferred losses become thodeedi¢ad company at the
formation time because of section 701-5 (Entrydmistule).

Note 2: Paragraph (3)(b) has the effect that ifdéferred loss company has
other 165-CC tagged assets affected by section 715-B05-55
(because the membership time is when the group <onte
existence, and the other 165-CC tagged assets arbarship
interests in, or accounting liabilities owed byptrer group member),
those sections are applied before this section.

(4) When it is created because of subsectiortt{@)pool consists of
each 170-D deferred loss covered by subsectiom(2))jtsloss
denial balances equal to théfinal RUNL referred to in
paragraph (3)(b).

Note: The pool is distinct from any other loss dépiool of the head
company, for example, one created under this sebgcause another

entity becomes a subsidiary member of the grodipeanembership
time.

715-365 How loss denial balance is applied when(tD deferred loss
revives

(1) If a*170-D deferred loss on*€GT asset is in doss denial pool
of an entity when the lossevives, thé capital loss or deduction
that section 170-275 would, apart from this secticzat the entity
as having made or become entitled to at that timrespect of the
asset is reduced by the lesser of:
(a) the amount of the capital loss or deductioni, a
(b) the pool'sloss denial balance (as reduced by any previous
reductions under section 715-130, subsection 70%1)@®r
this subsection);

and the loss denial balance is reduced by the sament.
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(2) Subsection (1) applies th70-D deferred losses in the order in
which they’revive. If 2 or more revive at the same time, plas
to them in whichever order the entity determines.

(3) Subsection (1) reduceslass denial balance before
section 715-130 does, unless thealisation event happeafter
the leaving time referred to in that section.

[The next Subdivision is Subdivision 715-G.]

Subdivision 715-G—How value shifting rules apply ta
consolidated group

Table of sections

715-410 Extension of single entity rule and enfstdry rule

715-450 No reductions or other consequences feraats subject to loss
cancellation under Subdivision 715-H

715-410 Extension of single entity rule and entriistory rule

(1) Subsection 701-1(1) (Single entity rule) aadt®n 701-5 (Entry
history rule) also have effect for all the purposéRart 3-95
(Value shifting).

Note: One consequence of this for the operatiddiwtion 727 (about
indirect value shifting affecting interests in ccanges and trusts, and
arising from non-arm’s length dealings) is thatremoic benefits
provided by or to a subsidiary member of a consddiid group are
treated as provided by or to the head companyeoftbup. As a
result:

. the head company is the only group member thabean
a losing entity or gaining entity for an indiretlwe shift; and

. economic benefits provided by one group member to
another are treated as provided by the head contpatself, and so have no
relevance to Division 727.

Another consequence is that the head compangétett as owning all
interests owned by group members in a losing eatityaining entity
that is not a group member.

(2) This section is not intended to limit the etféhat subsection
701-1(1) and section 701-5 have apart from thifi@ec
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[The next section is section 715-450.]

715-450 No reductions or other consequences forténests subject to
loss cancellation under Subdivision 715-H

If section 715-610 reduces a loss that wouldretise be'realised
for income tax purposes by eealisation event that happens to an
*equity or loan interest in an entity:

(a) the loss is not subject to reduction undetidiov 723 (Direct
value shifting by creating right over non-deprdoigiasset)
or 727 (Indirect value shifting); and

(b) the interest'$adjustable value is not, and is taken never to
have been, reduced under Division 725 becausédifext
value shift during the ownership period referreihto
subsection 715-610(2); and

(c) the interest’sadjustable value is not, and is taken never to
have been, reduced under Division 727 because of an
*indirect value shift during that period.

Note: Section 715-610 is about cancelling a losa ogalisation event for a
direct or indirect interest in a subsidiary membfa consolidated

group.

Subdivision 715-H—Cancelling loss on realisation ewt for
direct or indirect interest in a subsidiary memberof
a consolidated group

Table of sections

715-610 Cancellation of loss
715-615 Exception for interests in entity leavimmsolidated group
715-620 Exception if loss attributable to certaiatt@rs

715-610 Cancellation of loss

(1) This section reduces to nil a loss that wailerwise bérealised
for income tax purposes by eealisation event that happens to an
*equity or loan interest (thealised interestin an entity (theirst
entity) when it is owned by another entity (ibener), if the
conditions in subsections (2) and (4) are met.
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(2) The first condition is that, at some time dgrthe period (the
ownership periofl when the owner owned the realised interest:
(a) the first entity was ‘&subsidiary member of ‘@onsolidated
group, and the owner wast a*member of the group; or
(b) the realised interest was ‘@xternal indirect equity or loan
interest in a subsidiary member of a consolidatedg or

(c) the realised interest was ‘@mquity or loan interest in an
entity that, at that time:
(i) owned an equity or loan interest in a subsidimember
of a consolidated group; and
(i) wasnota member of the group; or
(d) the realised interest was ‘&yuity or loan interest in an

entity that owned at that time an external indiessptity or
loan interest in a subsidiary member of a constédigroup.

(3) An“equity or loan interest in an entity (thest entity is an
external indirect equity or loan interesh a*subsidiary member
of a*consolidated group if, and only if, neither the ewnf the
interest nor the test entity is a member of theigrand:

(a) the test entity owns an equity or loan interreshe
subsidiary member; or

(b) the test entity owns an equity or loan intetiaat is an
external indirect equity or loan interest in thésidiary
member because of one or more other applicatiotisif
subsection.

(4) The second condition is that, at the samedifferent time during
the ownership period:

(a) the owner was, dcontrolled (for value shifting purposes),
the"head company of ‘Tonsolidated group because of
which the first condition is satisfied; or

(b) the owner was diassociate of an entity that, at the same or a
different time during the ownership period, was¢ontrolled
(for value shifting purposes), the head companguch a
consolidated group.
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715-615 Exception for interests in entity leavingonsolidated group

Membership interests in leaving entity

(1) If:
(a) the realised interest iSmembership interest; and

(b) during the ownership period the first entigased to be a
*subsidiary member of ‘@onsolidated group;

the first condition in section 715-610 cannot biésfiad, because
of that consolidated group, at a time when thé érdity was a
member of the group, unless the interest needbd thisregarded
under section 703-35 (about employee shares) ier dod the first
entity to be a member of the group at that time.

Liabilities owed by leaving entity

(2) If the realised interest:

(a) consists of a liability owed by the first éntio the owner;
and

(b) became an asset of the owner because sulrs@6tiel(1)
(the single entity rule) ceased to apply to thst mtity when
it ceased to be subsidiary member of ‘@onsolidated
group;

the first condition in section 715-610 cannot bsfad, because
of that consolidated group, at a time when thé @ndity was a
member of the group.

715-620 Exception if loss attributable to certaimatters

(1) The loss is not reduced if all of it can bewh to be attributable to
things other than these:

(a) something that would be reflected in what wpabart from
this Part, be an overall loss under section 169145
165-115S, of &member of dconsolidated group (an
excluded group because of which the first condition in
section 715-610 is satisfied, ata@iteration time for that
member;

(b) an®indirect value shift for which, apart from this Bar
member of an excluded group would beflosing entity or
the"gaining entity.
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(2) If only part of the loss can be shown to lelaitable to things
other than the ones listed in subsection (1),dke is reduced to
the amount of that part.
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Part 2—New Subdivision 719-T inserted in the
Income Tax Assessment Act 1997

2 After Subdivision 719-K

Insert:

Subdivision 719-T—Interactions between this Part ad other
areas of the income tax law: special rules for MEC
groups

Table of sections

How Subdivision 165-CC applies to MEC groups

719-700
719-705

Changeover times under section 165-115C®%416D
Additional changeover times for head corypeMEC group

How Subdivision 165-CD applies to MEC groups

719-720
719-725
719-730
719-735

Alteration times under section 165-115065-115M
Additional alteration times for head compahMEC group
Some alteration times only affect intergstsp company
Some alteration times affect only pooladrists

How indirect value shifting rules apply to a MEC group

719-755

Effect on MEC group cost setting rules ddieompany is losing entity or

gaining entity for indirect value shift

Cancelling loss on realisation event for direct omdirect interest in
a subsidiary member of a MEC group

719-775
719-780
719-785
719-790
719-795

Cancellation of loss

Exception for pooled interests in eligite-1 companies
Exception for interests in top company

Exception for interests in entity leaving® group
Exception if loss attributable to certaiatters
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How Subdivision 165-CC applies to MEC groups

719-700 Changeover times under section 165-115C165-115D

(1) This section has effect for the purposes tfrmeining whether a
time (thetest tim¢ is a*changeover time under section 165-115C
(about changes in ownership) or 165-115D (about@bsiin
control) in respect of ththead company of MEC group.

Modified meaning ofeference time

(2) Thereference timds:

(a) if no*changeover time has occurred in respect of the head
company since the group came into existence aratdéie
test time—when the group came into existence; or

(b) otherwise—the time just after the last suchngfeover time.

(3) Subsection (2) of this section has effect lesubsection
165-115A(2A).

Assumptions to make

(4) Assume that, while tHé1EC group exists:

(a) the"top company for the group holds and beneficialljnew
all the*membership interests in thieead company (instead
of whoever actually does); and

(b) those membership interests remain the sandke; an

(c) the top company directly controls the votirayyer in the
head company.

719-705 Additional changeover times for head compg of MEC
group

(1) The time when gotential MEC group ceases to exist is a
changeover timen respect of théhead company of MEC group
if, just before that time, the potential MEC grosiphembership
was the same as the membership of the MEC group.

Note: The changeover times in subsections (1)arfd)(3) are based on the
events described in subsections 719-280(2), (3Y4@naach of which

causes the test company referred to in sectior280%o be assumed
to fail the continuity of ownership test in sectib®bs-12.
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(2) If something:

(a) happens at a time in relation’ tnembership interests in one
or more of these entities:
(i) a company that was just before that tinien@mber of a
*MEC group and afeligible tier-1 company of th&op
company for the MEC group;

(i) an entity interposed between a company dbedrin
subparagraph (i) and the company that was the top
company for the group just before that time; and

(b) does not cause thgotential MEC group whose membership
is the same as the membership of the MEC groupdeecto
exist, but does cause a change in the identitgetdp
company for the potential MEC group;

that time is a&hangeover timen respect of théhead company of
the*"MEC group.

(3) The time when &MEC group ceases to exist because there ceases
to be a'provisional head company of the group ishangeover
time in respect of théhead company of tHéV/EC group.

[The next section is section 719-720.]

How Subdivision 165-CD applies to MEC groups

719-720 Alteration times under section 165-115L dr65-115M

(1) This section has effect for the purposes témaining whether a
time (thetest timg is an*alteration time under section 165-115L
(about alterations in ownership) or 165-115M (alaitérations in
control) in respect of ththead company of EC group.

Modified meaning ofeference time

(2) Thereference timds:

(a) if no™alteration time has occurred in respect of the head
company since the group came into existence araid#ie
test time—when the group came into existence; or

(b) otherwise—the time just after the last sudaration time.
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(3) In applying subsection (2), disregard-alteration time arising
under subsection 719-725(4).

(4) Subsection (2) of this section has effect dlesubsections
165-115L(2) and 165-115M(2).

Assumptions to make

(5) Assume that, while tHé1EC group exists:

(a) the"top company for the group holds and beneficialljnew
all the*membership interests in thieead company (instead
of whoever actually does); and

(b) those membership interests remain the sangke; an

(c) the top company directly controls the votirayyer in the
head company.

719-725 Additional alteration times for head compay of MEC
group

Additional alteration times based on section 719-28

(1) The time when &otential MEC group ceases to exist is an
alteration timein respect of théhead company of MEC group
if, just before that time, the potential MEC grosiphembership
was the same as the membership of the MEC group.

Note: The alteration times in subsections (1)af&) (3) are based on the
events described in subsections 719-280(2), (3Y4@naach of which

causes the test company referred to in sectior280%o be assumed
to fail the continuity of ownership test in sectib®s-12.

(2) If something:
(a) happens at a time in relation’ tnembership interests in one
or more of these entities:

(i) a company that was just before that tifienember of a
*MEC group and afeligible tier-1 company of thaop
company for the MEC group;

(i) an entity interposed between a company dbedrin
subparagraph (i) and the company that was the top
company for the group just before that time; and

(b) does not cause thgotential MEC group whose membership
is the same as the membership of the MEC groupdeecto
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exist, but does cause a change in the identitgetdp
company for the potential MEC group;
that time is aralteration timein respect of théhead company of
the"MEC group.

(3) The time when &MEC group ceases to exist because there ceases
to be a provisional head company of the group isaiteration
timein respect of théhead company of tiéMEC group.

Additional alteration times based on Subdivisio®-KL

(4) If Subdivision 719-K (MEC group cost settinges: pooling
cases) applies, the time just before the triggee tieferred to in
paragraph 719-555(1)(a) is alteration timein respect of the
*head company of tHéWEC group.

719-730 Some alteration times only affect interesin top company

(1) This section applies if dalteration time (except one arising under
subsection 719-725(4)) happens for'thead company of MEC

group.

(2) Sections 165-115ZA and 165-115ZB apply, iatieh to the
alteration time, to an interest or debt that igsqart of, a relevant
equity interest or relevant debt interest thatmtityehas in the
*head company just before ttadteration timepnly if the interest
or debt is:

(a) an"equity or loan interest in tHéop company for the MEC
group; or
(b) an®indirect equity or loan interest in the top company

Note: Sections 165-115ZA and 165-115ZB are aboutdmsequences that
an alteration time for a loss company has for @i¢equity interests
and relevant debt interests in the company.

(3) In determining what is a relevant equity iesdror relevant debt
interest that an entity has in theead company just before the
*alteration time, make the assumptions in subse@1®720(5).

719-735 Some alteration times affect only pooledterests

(1) Sections 165-115ZA and 165-115ZB do not apphglation to an
*alteration time that happens for fieead company of MEC
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group because of subsection 719-725(4) (trigges fon MEC
group cost setting rules: pooling cases).

(2) Instead, Subdivision 719-K applies to tMEC group, in relation
to the trigger time, on the basis that:

(a) what would, apart from this section, be theled cost
amount for the purposes of the formulas in subsesti
719-570(1) and (2) is reduced by the amount of hiead
company’s overall loss under section 165-115R & 185S
at that alteration time; but

(b) paragraph (a) of this subsectimmly affects the application of
those formulas because of subsection 719-570(3)dtk
out the"reduced cost base of membership interest).

[The next section is section 719-755.]

How indirect value shifting rules apply to a MEC group

719-755 Effect on MEC group cost setting rules lead company is
losing entity or gaining entity for indirect value shift

(1) This section has effect for the purposes afking out the
consequences (if any) of aindirect value shift if thélosing entity
or *gaining entity is théhead company of WIEC group.
(Subsection (3) has effect in addition to secti@i-455.)

(2) An*equity or loan interest can be ‘affected interest in thdhead
company only if it is:
() an"equity or loan interest in tHéop company for the MEC
group; or
(b) an®indirect equity or loan interest in the top company

(3) Subdivision 719-K (MEC group cost setting milpooling cases)
applies to théMEC group, in relation to the first time referrexd t
in that Subdivision as a trigger time that happsrs after the
*IVS time, on the basis that:

(a) what would, apart from this section, be theled cost
amount for the purposes of the formulas in subsesti
719-570(1) and (2) is:

(i) if the*head company is tHéosing entity—reduced; or
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(i) if the head company is the gaining entity—reased,;
by the amount of the indirect value shift; and
(b) paragraph (a) of this subsection also afféwsapplication of

those formulas because of subsection 719-570(3ydtk
out the'reduced cost base of membership interest).

[The next section is section 719-775.]

Cancelling loss on realisation event for direct omdirect
interest in a subsidiary member of a MEC group

719-775 Cancellation of loss

(1) This section reduces to nil a loss that wailerwise bérealised
for income tax purposes by eealisation event that happens to an
*equity or loan interest (thealised interestin an entity (theirst
entity) when it is owned by another entity (ibener), if the
conditions in subsections (2) and (4) are met.

(2) The first condition is that, at some time dgrthe period (the
ownership perioflwhen the owner owned the realised interest:
(a) the first entity was ‘&subsidiary member of MEC group
(except arieligible tier-1 company), and the owner ez a
“member of the group; or

(b) the realised interest was ‘@xternal indirect equity or loan
interest in a subsidiary member of a MEC group épxan
eligible tier-1 company); or

(c) the realised interest was ‘@quity or loan interest in an
entity that, at that time:

(i) owned an equity or loan interest in a subsidrmember
of a MEC group (except an eligible tier-1 company);
and

(i) wasnota member of the group; or

(d) the realised interest was an equity or loderést in an entity
that owned at that time an external indirect eqgaitijoan
interest in a subsidiary member of a MEC group épxan
eligible tier-1 company); or
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(e) the realised interest was an equity or losgr@st, or an
“indirect equity or loan interest, in an eligiblertl company
that was a member of a MEC group at that time.

(3) An"equity or loan interest in an entity (ttest entity is an
external indirect equity or loan interesh a*subsidiary member
of a"MEC group if, and only if, neither the owner of tinéerest
nor the test entity is a member of the group and:

(a) the test entity owns an equity or loan interreshe
subsidiary member; or

(b) the test entity owns an equity or loan intetieat is an
external indirect equity or loan interest in thésidiary
member because of one or more other applicatiotigof
subsection.

(4) The second condition is that, at the samedifferent time during
the ownership period:

(a) the owner was, dcontrolled (for value shifting purposes),
the"head company of EC group because of which the
first condition is satisfied; or

(b) the owner was dmssociate of an entity that, at the same or a
different time during the ownership period, wasg¢ontrolled
(for value shifting purposes), the head companguch a
MEC group.

719-780 Exception for pooled interests in eligiblier-1 companies

The first condition in section 719-775 cannoshésfied, because
of a*MEC group, at a time when the realised interestavas
*pooled interest in afeligible tier-1 company that is a member of

the group.

719-785 Exception for interests in top company

The first condition in section 719-775 cannoshésfied, because
of a*"MEC group, at a time when:
(a) the first entity was thidop company for the MEC group; or
(b) the realised interest was amdirect equity or loan interest in
the top company for the MEC group.
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719-790 Exception for interests in entity leavin/IEC group

Membership interests in leaving entity

Q) If:
(a) the realised interest iSmembership interest; and
(b) during the ownership period the first entigased to be a
*subsidiary member of MEC group;

the first condition in section 719-775 cannot biésfiad, because
of that MEC group, at a time when the first entitys a member of
the group, unless the interest needed to be distedainder
section 719-30 (about employee shares) in ordahofirst entity
to be a member of the group at that time.

Liabilities owed by leaving entity

(2) If the realised interest:
(a) consists of a liability owed by the first éntio the owner;
and
(b) became an asset of the owner because sulrs@6tiel(1)
(the single entity rule) ceased to apply to thst mtity when
it ceased to be subsidiary member of MEC group;
the first condition in section 719-775 cannot bsfad, because
of that MEC group, at a time when the first entitys a member of
the group.

719-795 Exception if loss attributable to certaimatters

(1) The loss is not reduced if all of it can bewh to be attributable to
things other than these:

(a) something that would be reflected in what wpabpart from
this Part, be an overall loss under section 169145
165-115S, of &member of AMEC group (arexcluded
group) because of which the first condition in
section 719-775 is satisfied, ataiteration time for that
member;

(b) an®indirect value shift for which, apart from this Bar
member of an excluded group would be‘losing entity or
the"gaining entity.
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(2) If only part of the loss can be shown to lelaitable to things
other than the ones listed in subsection (1),dke is reduced to
the amount of that part.

[The next Subdivision is Subdivision 719-X.]
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Part 3—Consequential amendment of the Income Tax
Assessment Act 1997

3 Subsection 165-115BB(2) (definition of  residual unrealised
net loss)

Repeal the definition, substitute:

previous capital losses, deductions or trading $ttassesmeans
the total of the following:

(a) capital losses that the company made, dedwsctiwhich
the company became entitled, or trading stock ks the
company made, as a result of events earlier tharetbvant
event in respect of assets that the company owirthe a
“changeover time;

(b) each reduction that section 715-105 (as apglio the
company as théhead company of ‘@onsolidated group or
*MEC group) makes in respect of such an asset beeaus
entity ceased before the time of the relevant eteebe a
*subsidiary member of the group (but counting ohdy t
greater or greatest such reduction if 2 or morevaade for
the same asset);

or nil if there are none.

4 Before subsection 165-115ZB(1)
Insert:

(1A) This section has effect for the purposes of:
(a) section 165-115ZA; and

(b) sections 715-255 and 715-270 (about effeettefation time
for head company on membership interests of leastigy
just before leaving time).

5 Subsection 165-115ZB(1)
Omit “For the purposes of section 165-115ZA, anhsitute “An”.

6 Subsection 165-115ZB(1)
Omit “referred to in that section”.
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7 After subsection 705-65(3)
Insert:

(3AA) If, on the assumption that:

(a) the"members of the joined group had, just before therjg
time, "disposed of theifrmembership interest in the joining
entity; and

(b) the consideration received by the membershi®disposal
were equal to thémarket value of the membership interest at
that time;

they would have made*aapital loss that section 727-615 would
have reduced (because of an indirect value stiift)) the' reduced
cost base of the membership interest that is taskd in
subsection (1) of this section is reduced by thewrhof that
reduction.

8 Before subsection 705-65(4)
Insert:

Certain provisions not to apply after joining time

9 Subsection 705-65(4)
After “subsection (3)”, insert “, (3AA)".

10 Heading to subsection 705-75(3)
Repeal the heading, substitute:

Application of subsections 705-65(2), (3), (SAAY §BA)

11 Subsection 705-75(3)
After “(3)", insert “, (3AA)".

12 Section 713-50 (link note)
Repeal the link note.

13 Section 719-570 (link note)
Repeal the link note, substitute:

[The next Subdivision is Subdivision 719-T.]

New Business Tax System (Consolidation and Other veEesgsiict 2003 No. 16, 2003
119



Schedule 7 Consolidation: interactions between Consolidatides and other rules
Part 4 Dictionary amendments

Part 4—Dictionary amendments

Income Tax Assessment Act 1997

14 Subsection 995-1(1) (after paragraph (a) of the  definition
of adjustable value)

Insert:

(ba) of an asset, for the purposes of determittiagconsequences
of a choice under any of sections 715-100, 715-105;125,
715-130 and 715-185, has the meaning given by
section 715-145; and

15 Subsection 995-1(1)
Insert:

165-CC tagged asshis the meaning given by section 715-30.

16 Subsection 995-1(1)
Insert:

170-D deferred loshas the meaning given by section 715-310.
17 Subsection 995-1(1)

Insert:

adjusted unrealised losat an*alteration time for a company has
the meaning given by section 165-115U.

18 Subsection 995-1(1)
Insert:

alteration time

(a) for a company has the meaning given by sestl@»-115L,
165-115M, 165-115N, 165-115P, 165-115Q, 715-245,
715-250 and 719-725; and

(b) for a trust, has the meaning given by sectibb-270.
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19

20

21

22

23

24

25

Subsection 995-1(1)
Insert:

changeover timdor a company has the meaning given by
sections 165-115C, 165-115D and 719-705.

Subsection 995-1(1)
Insert:

external indirect equity or loan interesh a*subsidiary member
of a*consolidated group 6MEC group has the meaning given by
section 715-610 or 719-775.

Subsection 995-1(1)
Insert:

final RUNL has the meaning given by section 715-35.

Subsection 995-1(1)
Insert:

loss denial balancef a*loss denial pool of an entity has the
meaning given by sections 715-60, 715-70, 715-716;135,
715-355 and 715-360.

Subsection 995-1(1)
Insert:

loss denial poobf an entity has the meaning given by
sections 715-60, 715-70, 715-110, 715-135, 715&3t65715-360.

Subsection 995-1(1)
Insert:

residual unrealised net lostor a*changeover time has the
meaning given by section 165-115BB.

Subsection 995-1(1)
Insert:
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revive a*170-D deferred lossevivesas mentioned in
section 715-310.

26 Subsection 995-1(1) (definition of same business test
period)

Omit “and 707-135", substitute “, 707-135, 715-305-55, 715-60,
715-70, 715-95, 715-355 and 715-360".

27 Subsection 995-1(1) (definition of  test time)

Before “has the meaning”, insert “for the purposkapplying the
*same business test”.

28 Subsection 995-1(1) (definition of  test time)

Omit “165-115A, 165-115C, 165-115D, 165-115K, 16551,
165-115M,".

29 Subsection 995-1(1) (definition of  test time)

Omit “and 707-135", substitute “, 707-135, 715-305-55, 715-60,
715-70, 715-95, 715-355 and 715-360".
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Schedule 8—Consolidation: various
provisions about CFCs, FIFs and FLPs

Income Tax Assessment Act 1997

1 Subdivision 717-D (heading)
Repeal the heading, substitute:

Subdivision 717-D—Transfer of certain surpluses uner CFC,
FIF and FLP provisions: entry rules

2 After section 717-225
Insert:

717-227 Deferred attribution credits

(1) This section operates for the purposes of Raiftthelncome Tax
Assessment Act 1986

(a) a company (th@ining company becomes asubsidiary
member of dconsolidated group at a time (tjeéning time);
and

(b) assuming the joining company had not donesattribution
credit would have arisen under subsection 371(8)atfAct
at a later time for an attribution account entityélation to
the joining company for the purposes of that Part.

Credit in relation to the head company

(2) The attribution credit arises instead at #terltime for the
attribution account entity in relation to tHeead company of the

group.

3 Subsection 717-230(4)
Repeal the subsection, substitute:

(4) That Part operates in relation to thead company of the
*consolidated group, in relation to tHelF in respect of the
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notional accounting period of that FIF that inclddiee joining
time, as if any interest in the FIF of which theatdeompany
became the holder because subsection 701-1(13i(thle entity
rule) applies at the joining time had been acquirgthe head
company at that time.

(5) Paragraph 538(2)(d) of that Act operates liati@n to the"head
company of théconsolidated group, in relation to tHelF in
respect of the notional accounting period of tH&ttRat included
the joining time, as if the amount or value of temsideration paid
or given by the head company in respect of anyiattopun
mentioned in subsection (4) of this section wasaétjuthe amount
worked out under paragraph 538(2)(a) of that Acelation to the
joining company in relation to the FIF in respettie notional
accounting period mentioned in subsection (2) isf skction.

4 Subdivision 717-E (heading)
Repeal the heading, substitute:

Subdivision 717-E—Transfer of certain surpluses uner CFC,
FIF and FLP provisions: exit rules

5 Group heading before section 717-245
Repeal the heading, substitute:

Transfers

6 Group heading before section 717-255
Repeal the heading.

7 After section 717-260
Insert:

717-262 Deferred attribution credits

(1) This section operates for the purposes of Raftthelncome Tax
Assessment Act 1986
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(a) a company (thieaving companyceases to beaubsidiary
member of dconsolidated group at a time (tleaving time);
and

(b) disregarding this section, an attribution drétie original
credit) will arise under subsection 371(8) of that att
later time for an attribution account entity inatbn to the
*head company of the group (including because of the
operation of section 717-227) for the purposesaf Part;
and

(c) atthe leaving time the leaving company'siladion account
percentage in relation to the attribution accountityfor the
purposes of that Part is more than nil.

Credit in relation to the leaving company

(2) An attribution credit arises at the later tifoethe attribution
account entity in relation to the leaving compariye credit is the
amount worked out under subsection (3).

Amount of credit

(3) The amount of the credit is worked out usimg formula:

Leaving company's attribution

account percentage in relation to

the attribution account entity
at the leaving time

*Head company's attribution
account percentage in relation to
the attribution account entity
just before the leaving time

x QOriginal credit

Reduction in credit in relation to the head company

(4) The attribution credit that arises at theritee for the attribution
account entity in relation to tfibead company is reduced by the
amount of the attribution credit that arises urgldrsection (2) in
relation to the leaving company.

8 Subsection 717-265(5)
Repeal the subsection, substitute:
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(5) That Part operates in relation to the leawompany, in relation to
the"FIF in respect of the notional accounting periodhaft FIF
that included the leaving time, as if any intereghe FIF of which
the leaving company became the holder becausedidrse
701-1(1) (the single entity rule) ceased to applha leaving time
had been acquired by the leaving company at tfmet ti

(6) Paragraph 538(2)(d) of that Act operates liatian to the leaving
company, in relation to thé-IF in respect of the notional
accounting period of that FIF that included thevieg time, as if
the amount or value of the consideration paid eemgiby the
leaving company in respect of any acquisition no@d in
subsection (5) of this section was equal to thewtarhavorked out
under paragraph 538(2)(a) of that Act in relatiohe transferor
company in relation to the FIF in respect of théomal accounting
period mentioned in subsection (2) of this section.

9 At the end of Division 717
Add:

Subdivision 717-F—Elections etc. relating to CFCs;1Fs and
FLPs: entry rules

Guide to Subdivision 717-F

717-270 What this Subdivision is about

This Subdivision deals with the effect upon cerelgctions etc.
relating to CFCs, FIFs and FLPs when an entity im&soa
subsidiary member of a consolidated group.

Table of sections

Application and object

717-275 Application
717-280 Object of this Subdivision
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Elections etc.

717-285 Pre-joining-time irrevocable elections efcjoining entity not inherited by
head company

717-290 Pre-joining-time actions of joining entity not prevent head company
from electing to apply the calculation method

[This is the end of the Guide.]

Application and object

717-275 Application

This Subdivision operates for the purposes of Rand Part X1

of thelncome Tax Assessment Act 183 entity (thgoining
entity) becomes asubsidiary member of ‘@onsolidated group at a
time (thejoining time).

717-280 Object of this Subdivision

The object of this Subdivision is to provide:

(a) that théhead company of tHeonsolidated group does not
inherit the joining entity’s irrevocable declaraif elections,
choices or selections; and

(b) that pre-joining-time actions of the joiningtiy do not
prevent the head company from electing to apply the
calculation method to determine whether foreigrestinent
fund income accrued from a FIF.

Elections etc.

717-285 Pre-joining-time irrevocable elections etdy joining entity
not inherited by head company

If at the joining time an irrevocable declaratietection, choice or
selection made by the joining entity under PartrXbof the
Income Tax Assessment Act 183t force, then, for the head
company core purposes, theead company of the grouprist
taken to have made the declaration, election, ehmicselection.
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Note 1: The entry history rule in section 701-5 Vdoatherwise have had the
effect that the head company is taken to have rtiegldeclaration etc.

Note 2: Declarations etc. actually made by the toesdpany would apply to
interests in CFCs, FIFs or FLPs of which the headpamy becomes
the holder under the single entity rule as a reduthe joining entity
becoming a subsidiary member.

717-290 Pre-joining-time actions of joining entitydo not prevent
head company from electing to apply the calculation
method

Any entitlement of théhead company of the group to make an

election under subsection 535(3) of theome Tax Assessment Act

1936for the head company core purposes is not affdnted

anything done by the joining entity before the jogtime.

Note: The entry history rule in section 701-5 woatHerwise have had the
effect that actions of the joining entity would toeated as those of the
head company. Depending on the nature of the agttbis could

have prevented the head company from making tlotiahe
mentioned above.

Subdivision 717-G—Elections etc. relating to CFC4;IFs and
FLPs: exit rules

Guide to Subdivision 717-G

717-295 What this Subdivision is about

This Subdivision deals with the effect upon cerelictions etc.
relating to CFCs, FIFs and FLPs when an entityes&sbe a
subsidiary member of a consolidated group.

Table of sections

Application and object

717-300 Application
717-305 Obiject of this Subdivision
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Elections etc.
717-310 Pre-leaving-time irrevocable declarati@hsctions, choices and selections

by head company not inherited by leaving entity

717-315 Pre-leaving-time actions of head compangat@revent leaving entity
from electing to apply the calculation method

[This is the end of the Guide.]

Application and object

717-300 Application

This Subdivision operates for the purposes of Rand Part X1
of thelncome Tax Assessment Act 183 entity (thdeaving
entity) ceases to be*aubsidiary member of ‘@onsolidated group
at a time (théeaving time.

717-305 Object of this Subdivision

The object of this Subdivision is to provide:

(a) that the leaving entity does not inherit thead company’s
irrevocable declarations, elections, choices arctrins; and

(b) that pre-leaving-time actions of the head canypdo not
prevent the leaving entity from electing to appig t
calculation method to determine whether foreigrestinent
fund income accrued from a FIF.

Elections etc.

717-310 Pre-leaving-time irrevocable declarationglections, choices
and selections by head company not inherited by leang
entity

If at the leaving time an irrevocable declaratielection, choice or
selection made by tHdead company of the group under Part X or
XI of thelncome Tax Assessment Act 183t force, then, for the
entity core purposes, so far as they relate tbeinéng entity after
the leaving time, the leaving entitynsttaken to have made the
election.
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Note: The exit history rule in section 701-40 woattierwise have had the
effect that the leaving entity is taken to have ende declaration etc.

717-315 Pre-leaving-time actions of head company ¢hot prevent
leaving entity from electing to apply the calculain
method

Any entitlement of the leaving entity to makeedection under

subsection 535(3) of tHacome Tax Assessment Act 18@6the

entity core purposes, so far as they relate tbeinvéng entity after

the leaving time, is not affected by anything dbgehe*head

company before that time.

Note: The exit history rule in section 701-40 woatterwise have had the
effect that actions of the head company would eatéd as those of
the leaving entity. Depending on the nature ofatiions, this could

have prevented the leaving entity from making tleet®n mentioned
above.
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Basic amendment®art 1

Schedule 9—Consolidation: foreign dividend
accounts

Part 1—Basic amendments

Income Tax Assessment Act 1997

1 At the end of Division 717
Add:

Subdivision 717-J—Foreign dividend accounts

Guide to Subdivision 717-J

717-500 What this Subdivision is about

Only the head company of a consolidated group haparating
foreign dividend account, so only the head compaamymake an
FDA declaration to relieve from withholding tax &idend paid
by a member of the group to a foreign resident. @dance of the
account reflects what has happened to all memliene @roup.

Table of sections
Object
717-505 Object of this Subdivision

Treatment of foreign dividend accounts around joinng time

717-510 No FDA surplus for joining company

Single entity rule for foreign dividend accounts

717-515 Single entity rule for FDA credits and FD@&bits

FDA declaration for dividend paid by subsidiary menber
717-520 Head company may make FDA declaration
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Object

717-525 Multiple FDA declarations for dividendsghain same day
717-530 Extended operation of sections 717-52074/7d525

[This is the end of the Guide.]

717-505 Object of this Subdivision

(1) The object of this Subdivision is to affece thperation of
Subdivision B of Division 11A of Part Il of thencome Tax
Assessment Act 1936 that eachconsolidated group operates a
single*foreign dividend account, by ensuring that:

(a) an"FDA credit and anFDA debit arise so that:

(i) the balance of the foreign dividend accounthef*head
company of the group reflects the balance of theido
dividend account of a company that becomes a
*subsidiary member of the group; and

(i) the balance of the foreign dividend accoufthe
subsidiary member of the group is nil; and

(b) the head company is the ohigember of the group that can
have arfFDA surplus; and

(c) the head company can make'BDA declaration relating to
a dividend (within the meaning of that Subdivision)
*non-share dividend paid by any member of the group.

(2) In this Act:

FDA credit has the same meaning as in Subdivision B of
Division 11A of Part Il of thdncome Tax Assessment Act 1936

FDA debithas the same meaning as in Subdivision B of
Division 11A of Part Il of thdncome Tax Assessment Act 1936

FDA declarationhas the same meaning as in Subdivision B of
Division 11A of Part Ill of thdncome Tax Assessment Act 1936

FDA surplus has the same meaning as in Subdivision B of
Division 11A of Part Il of thdncome Tax Assessment Act 1936
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foreign dividend accounhas the same meaning as in Subdivision
B of Division 11A of Part Ill of thencome Tax Assessment Act
1936

Treatment of foreign dividend accounts around joinng time

717-510 No FDA surplus for joining company

(1) This section operates for the purposes of Higidn B of
Division 11A of Part lll of thdncome Tax Assessment Act 1436
a company (thgining company becomes asubsidiary member
of a*consolidated group at a time (tjoéning time) just after
another time (thbalance timé.

(2) If the joining company has 4RDA surplus at the balance time:
(a) an"FDA debit equal to the FDA surplus arises for thiaipg
company at the balance time; and
(b) an*FDA credit equal to the FDA surplus arises for thead
company of the group at the joining time.

(3) If the joining company’s totdFDA debits arising before the
balance time exceed its tot®DA credits arising before the
balance time:

(a) an FDA credit equal to the excess arised#@fdining
company at the balance time; and

(b) an FDA debit equal to the excess arises fftirad
company of the group at the joining time.

(4) For the purposes of subsections (2) and (®)isfsection, work
out whether, when, and how much (if any) of,BDA debit arises
for the joining company under paragraph 128TB(1dfdthe
Income Tax Assessment Act 1886€elation to the income year
that actually includes the balance time as if thedme year:

(a) started at:
(i) the start of that income year; or
(i) if the joining company ceased to bésabsidiary
member of dconsolidated group after the start of that
income year but before the balance time—the tiree th
joining company last ceased to be a subsidiary reemb
of a consolidated group before the balance time; an
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(b) ended just before the balance time.

Note: This ensures that the FDA debit (if any)tfoe joining company
under paragraph 128TB(1)(d) of tmeome Tax Assessment Act 1936
arises just before the balance time, so thattékien into account for
the purposes of subsections (2) and (3) of thissec

Single entity rule for foreign dividend accounts

717-515 Single entity rule for FDA credits and FDAdebits

If a company is &subsidiary member of ‘@onsolidated group for
any period, it and any other subsidiary membehefgroup are
taken for the purposes of sections 128TA and 128fTiBeIncome
Tax Assessment Act 19@6be parts of thethead company of the
group, rather than separate entities, during teaog.

Note 1: This has the effect that:

(€) FDA credits and FDA debits arise under secti2&TA and
128TB (respectively) of thincome Tax Assessment Act 1836
the head company of a consolidated group but nat fo
subsidiary member of the group; and

(b) the shareholdings of all members of a constddlgroup are
aggregated to work out whether dividends paidoeanber are
non-portfolio dividends for the purposes of thoseti®ns.

Note 2: Section 717-10 may also affect FDA creditd FDA debits for the
head company of a consolidated group. It treath#ael company as
having paid and been personally liable for fordimaon foreign
income included in its assessable income if a slidryi member of
the group actually paid and was personally liabtettie tax.

FDA declaration for dividend paid by subsidiary menber

717-520 Head company may make FDA declaration

(1) This section operates if:

(a) on a day, a company that issabsidiary member of a
*consolidated group pays dividends (within the meguaf
Subdivision B of Division 11A of Part Il of theacome Tax
Assessment Act 193® shareholders (within the meaning of
that Act) in respect dfshares in the company; and

(b) on the day, there is aRDA surplus for théhead company
of the consolidated group.
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(2) The*head company may make @&DA declaration specifying an
*FDA declaration percentage under subsection 128T¢(the
Income Tax Assessment Act 1836f the head company were
paying the dividends.

Note: If the head company makes an FDA declaration:

€) an FDA debit equal to the sum of the FDA dextlan amounts
worked out for the dividends by reference to theARi2claration
percentage will arise for the head company just dfte start of
the day under section 128TB of tlreome Tax Assessment Act
1936 and

(b) foreign resident shareholders in the subsidiagynber will be
relieved from withholding tax on amounts of theidands not
exceeding the FDA declaration amounts.

(3) In this Act:

FDA declaration percentag&as the same meaning as in
Subdivision B of Division 11A of Part Il of thencome Tax
Assessment Act 1936

(4) However, subsection 128TC(2) of theome Tax Assessment Act
19360perates in relation to tAEDA declaration percentage on the
basis that:

(a) the company mentioned in that subsectiondsgbsidiary
member; and

(b) the dividends were paid to shareholders ipeesof 'shares
in the subsidiary member.

(5) To avoid doubt, subsection 128TC(5) of ineome Tax
Assessment Act 198@erates in relation to tfibead company’s
*FDA declaration by reference to amounts workedoouthe basis
described in subsection (4) of this section.

(6) To avoid doubt, sections 128TD and 128TE efititome Tax
Assessment Act 193@ply to theéhead company in relation to an
*FDA declaration made because of subsection (d)isfsection,
even though the shareholders and dividends mewtiongose
sections applying in relation to the declaratiom sttareholders in,
and dividends paid by, tHsubsidiary member.
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717-525 Multiple FDA declarations for dividends pa on same day

(1)

(2)

®3)

(4)

()

(6)

This section operates if theead company of ‘onsolidated

group makes 2 or mof&DA declarations relating to dividends

(within the meaning of Subdivision B of Division Abf Part Ill

of thelncome Tax Assessment Act 198&id by"members of the

group on a single day.

Note: It does not matter whether all those FDA detions are made under
section 128TC of theacome Tax Assessment Act 1836ffected by

section 717-520 of this Act or whether one of teeldrations relates
to dividends actually paid by the head company.

FDA declaration percentage in each FDA declaration

The*FDA declaration percentage for ed€&DA declaration must
be such that the sum of the amounts worked outrisutesection
128TC(2) of thdncome Tax Assessment Act 1886€elation to the
FDA declarations is not greater than thead company’8DA
surplus at the beginning of the day.

If (apart from this subsection) that siswgreater than théhead
company’s FDA surplus at the beginning of the day, each ef th
*FDA declarations is valid but is taken always toéaffect as if
the*"FDA declaration percentage specified in the detitaravere
the percentage worked out using the formula:

*FDA declaration percentage , That* FDA surplus
actually specified in the declaration That sum

Subsection 128TC(5) of thhecome Tax Assessment Act 198és
not operate in relation to any of tHeDA declarations.

Penalty for statement reflecting wrong percentage

Subsection 128TE(1) of tihecome Tax Assessment Act 1936
operates as if it referred to subsection (3) of faction instead of
subsection 128TC(5) of that Act.

To avoid doubt, subsection (3) of this sectioes not prevent
subsection 128TE(1) of tHecome Tax Assessment Act 1986n
making the'head company liable to pay additional tax by way of
penalty.
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717-530 Extended operation of sections 717-520 an#i7-525

Section 128AAA (thepplied sectiohof thelncome Tax
Assessment Act 193@plies to sections 717-520 and 717-525 of

this Act in the same way as the applied sectiofiepo
Division 11A of Part Ill of that Act.

Note: Section 128AAA of ththcome Tax Assessment Act 18pplies
Division 11A of Part Il of that Act to non-sharévitiends in the same

way as that Division applies to dividends.

[The next Division is Division 719.]

2 At the end of Division 719
Add:

Subdivision 719-X—International tax rules
Table of sections

Foreign dividend accounts

719-900 General rules about foreign dividend actun
719-905 Transfer of balance of foreign dividendoarts on change in identity of
provisional head company

Foreign dividend accounts

719-900 General rules about foreign dividend accois

(1) This section modifies the effect that Subdois717-J has in
relation to & MEC group because of section 719-2.
Note: Except as provided by this section, sectib®Z gives
Subdivision 717-J effect in relation to a MEC gronm way

corresponding to the way in which that Subdividiais effect in
relation to a consolidated group.

(2) Subdivision 717-J has effect in relation te‘throvisional head
company of théMEC group in a way corresponding to the way in
which that Subdivision has effect in relation te thead company
of a*consolidated group.
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(3) Subdivision 717-J has effect as if:

(a) the company that is thgrovisional head company of the
*MEC group at a time were not subsidiary member of the
group at the time; and

(b) each company that is@member of the MEC group at the
time and is not the provisional head company atithe
were a subsidiary member of the group at the time.

719-905 Transfer of balance of foreign dividend aounts on change
in identity of provisional head company

(1) This section operates if:

(a) a"cessation event happens to theovisional head company
(theold company of a*"MEC group; and
(b) another company (theew companyis appointed as the

provisional head company of the group under sulmsect
719-60(3).

Note: The appointment of the new company as theigiomal head

company of a MEC group under subsection 719-60(®kisn to have
come into force immediately after the cessatiomeve

(2) If there was afFDA surplus for the old company at the time of the
*cessation event:

(a) an"FDA debit equal to the FDA surplus arises for the o
company at the time of the cessation event; and

(b) an"FDA credit equal to the FDA surplus arises for riegv
company when it is appointed.

(3) If the old company’s totdFDA debits arising before the time of

the"cessation event exceeded its tOFEDA credits arising before
that time:

(a) an FDA credit equal to the excess arised®otd company
at the time of the cessation event; and

(b) an FDA debit equal to the excess arises ®mngw company
when it is appointed.

[The next Division is Division 721.]
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Part 2—Related amendments

Income Tax Assessment Act 1936

3 Paragraph 128TA(1)(b)
Omit “dividend; or”, substitute “dividend.”.

4 Paragraph 128TA(1)(c)
Repeal the paragraph.

5 Paragraph 128TA(2)(b)
Omit “23AK; or”, substitute “23AK.".

6 Paragraph 128TA(2)(c)
Repeal the paragraph.

7 Subparagraph 128TB(1)(c)(ii)
Omit “or (c)".

8 Paragraph 128TB(3)(c)
Repeal the paragraph, substitute:
(c) in a paragraph (1)(c) case—the amount of xpediture; or

9 Subsection 128TC(2) (definition of  total non-resident
dividends)

Omit “or companies that are related (within the meg of subsection
51AE(16))".

10 Subsection 128TC(2) (definition of maximum non-resident
dividend percentage)

Omit “or to a company that is related (within theaning of subsection
51AE(16))".
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11 Subsection 128TC(2) (definition of total calculation value
for dividend purposes of other shares)

Omit “or to a company that is related (within theaning of subsection
51AE(16))".

12 Application of amendments

D The amendments of thecome Tax Assessment Act 18%&de by this
Schedule apply in relation to a dividend or nonrstdividend paid
after 30 June 2003 by a company, except a comewhich
subitem (2) applies.

(2) This subitem and subitem (3) apply to a comgény
(a) the company becomes a member of a consolidategh or
MEC group on the day (thmnsolidation day the group
comes into existence; and
(b) the consolidation day either is before 1 093 or is both:
() the first day of the first income year stagiafter
30 June 2003 of the group’s head company (for a
consolidated group) or provisional head companygfo
MEC group) on the consolidation day; and
(i) before 1 July 2004; and
(c) the company was not a member of a consolidgteap or
MEC group before the consolidation day.

3 The amendments of thecome Tax Assessment Act 18&&de by this
Schedule apply in relation to a dividend or nonrsidividend paid by a
company on or after the consolidation day.

(4) A term used in subitem (2) and defined inltimme Tax Assessment
Act 1997has the same meaning in that subitem as it hdmirAct.

Income Tax Assessment Act 1997

13 At the end of subsection 703-75(3)

Add:
; and (d) for the purposes of determining the eespe balances of the
*FDA accounts of the original company and the indegul
company at and after the completion time.
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14

15

16

17

18

19

20

21

Section 717-265 (link note)
Repeal the link note.

Subsection 995-1(1)
Insert:

FDA credit has the meaning given by section 717-505.

Subsection 995-1(1)
Insert:

FDA debithas the meaning given by section 717-505.

Subsection 995-1(1)
Insert:

FDA declarationhas the meaning given by section 717-505.

Subsection 995-1(1)
Insert:

FDA declaration percentagdas the meaning given by
section 717-520.

Subsection 995-1(1)
Insert:

FDA surplus has the meaning given by section 717-505.

Subsection 995-1(1)
Insert:

foreign dividend accounhas the meaning given by
section 717-505.

Application of amendments of subsection 995-1(1 )

The amendments of subsection 995-1(1) ofiticeme Tax Assessment
Act 1997made by this Part apply on and after 1 July 2002.
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Schedule 10—Consolidation: offshore
banking units

Income Tax Assessment Act 1936

1 Section 121C (at the end of the definition of  OBU)
Add:

Note: In this Division, the head company of a cdidsded group or MEC
group may be treated for certain purposes as an @&Bldime when a
subsidiary member of the group is an OBU (see Sigidiv717-O of
thelncome Tax Assessment Act 1997

Income Tax Assessment Act 1997

2 At the end of Division 717
Add:

Subdivision 717-O—Offshore banking units

Guide to Subdivision 717-O

717-700 What this Subdivision is about

The head company of a consolidated group is trdatetkrtain
purposes as an offshore banking unit at a time vah&ubsidiary
member of the group is an offshore banking unit.

Table of sections

717-705 Object of this Subdivision
717-710 Head company treated as OBU

[This is the end of the Guide.]
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717-705 Object of this Subdivision

The object of this Subdivision is to ensure ttetain rules in the
Income Tax Assessment Act 188iating to offshore banking units
interact properly with the consolidation regimehis Part.

717-710 Head company treated as OBU

(1) Division 9A of Part Il of thencome Tax Assessment Act 1936
applies to théhead company of ‘@onsolidated group as if the
head company were an OBU (within the meaning dfEiaision)
at a time when &ubsidiary member of the group is an OBU
(within the meaning of that Division).

(2) Subsection (1) operates for the head compare/murposes
mentioned in subsection 701-1(2)
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Schedule 11—Consolidation: application of
rules to MEC groups

Income Tax Assessment Act 1997

1 Before Subdivision 719-B
Insert:

Subdivision 719-A—Modified application of Part 3-90to MEC
groups

719-2 Modified application of Part 3-90 to MEC graips

(1) This Part (other than Division 703 and thigiBion) has effect in
relation to & MEC group in the same way in which it has effect in
relation to dconsolidated group.

Note: A provision in this Part (other than in Diais 703 or in this Division)
mentioning 2 separate consolidated groups will easdibsection (1),

have an additional operation when the groups atte l&C groups or
when one is a MEC group and the other is a corateictigroup.

(2) However, that effect is subject to the modifions set out in this
Division.

(3) For the purposes of subsection (1), a referémthis Part (other
than in Division 703 or this Division) to a prowasi in
Division 703 applies as if it referred insteadtattprovision or the
corresponding provision in Subdivision 719-B (aprapriate).

2 Subsection 995-1(1) (at the end of the definitio  n of
consolidated group)

Add:

Note 1: Part 3-90 contains rules relating to thett@atment of consolidated
groups. Division 719 (of that Part) applies thades to MEC groups
with modifications (see section 719-2).

Note 2: Provisions in thimcome Tax Assessment Act 188@ in thdncome
Tax Assessment Act 19@ther than in Part 3-90) referring only to
consolidated groups dwtapply to MEC groups.
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3 Subsection 995-1(1) (at the end of the definitio n of MEC

group)
Add:

Note 1: Part 3-90 contains rules relating to thxetteatment of consolidated
groups. Division 719 (of that Part) applies thades to MEC groups
with modifications (see section 719-2).

Note 2: Provisions in thimcome Tax Assessment Act 188@ in thdncome
Tax Assessment Act 19@ther than in Part 3-90) referring only to
consolidated groups dmwtapply to MEC groups.

Income Tax (Transitional Provisions) Act 1997

4 Before Subdivision 719-C
Insert:

Subdivision 719-A—Modified application of Part 3-90to MEC
groups

719-2 Modified application of Part 3-90 to MEC graips

(1) This Part (other than Division 703 and thisiBion) has effect in
relation to a MEC group in the same way in whichas effect in
relation to a consolidated group.

(2) However, that effect is subject to the modifions set out in this
Division.

Subdivision 719-B—MEC groups and their members

719-5 Debt interests that are not membership intests

Section 703-30 of this Act has effect in relatiora MEC group in
the same way in which it has effect in relatiomtoonsolidated

group.
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Schedule 12—Consolidation: MEC group cost
setting rules

Income Tax Assessment Act 1997

1 Section 719-155
Repeal the section, substitute:

719-155 Object of this Subdivision

The object of this Subdivision is to modify thae ttost setting rules
in Divisions 701 and 705 so that they take accofitiie special
characteristics dfMEC groups.

2 Before subsection 719-160(1)
Insert:

(1A) This section applies if an entity (tMEC joining entity) becomes
a“subsidiary member of MEC group at a time (theIEC joining
time).

3 Section 719-165
Repeal the section, substitute:

719-165 Trading stock value not set for assets eligible tier-1
companies

(1) This section applies if an entity (tNEC joining entity) becomes
a“subsidiary member of MEC group at a time (th&lEC joining
time).

(2) Subsection 701-35(4) (setting value of traditagk at tax-neutral
amount) does not apply to the assets of the ME@ngientity if it
is an*eligible tier-1 company at the MEC joining time.

4 At the end of Subdivision 719-C
Add:
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719-170 Modified effect of subsections 705-175@dnd 705-185(1)

(1) This section applies if all of tHenembers of AMEC group (the
acquired group become members of another MEC group, or of a
*consolidated group, at a particular time (doguisition timg as a
result of the'acquisition of membership interests in:

(a) the"head company of the acquired group; and

(b) other entities that wefeligible tier-1 companies of the
acquired group just before the acquisition time.

(2) Subsections 705-175(1) and 705-185(1) hawexeffs if a
*membership interest in an entity mentioned in paaly (1)(b) of
this section were a membership interest in"tead company of
the acquired group.

Note 1: If theacquiringgroup is a MEC group, and the head company of the
acquired group becomes an eligible tier-1 compdnlieacquiring

group, the assets of the members of the acquitpgtonothave
their tax cost reset at the acquisition time. Thisecause:

€) section 719-160 treats an entity becoming iibé tier-1
company of thecquiringgroup as if it were a part of the head
company of that group; and

(b) section 705-185 treats the subsidiary membieitsecacquired
group as part of the head company of the acquireaipy

Note 2: If:

(€) theacquiringgroup is a MEC group, but the head company of
the acquired group doestbecome an eligible tier-1 company
of theacquiringgroup; or

(b) theacquiringgroup is a consolidated group and the acquired

group is a MEC group;

the assets of the members of the acquired group thair tax cost
reset at the acquisition time (section 719-160 dmgpreclude tax
cost resetting in these cases). For the purposesetting the tax cost
of those assets, section 705-185 treats the sabgiaiembers of the
acquired group as part of the head company ofdfeised group.
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Schedule 13—Consolidation: MEC groups and
losses

Part 1—Basic amendments

Income Tax Assessment Act 1997

1 Before section 719-300
Insert:

Guide to Subdivision 719-F

719-250 What this Subdivision is about

This Subdivision modifies the rules about transfigrand utilising
losses so the rules operate appropriately in cgldat MEC groups,
taking account of the special characteristics o¢hgroups. The
modifications mainly affect:

(@) rules about maintaining the same ownershigetg
able to utilise a loss; and

(b)  rules for working out how much of a loss can b
utilised by reference to bundles of losses and thei
available fractions.

Table of sections

Maintaining the same ownership to be able to utilis loss

719-255 Special rules

719-260 Special test for utilising a loss becauserapany maintains the same
owners

719-265 What is the test company?

719-270 Assumptions about the test company haviagenthe loss for an income
year

719-275 Assumptions about nothing happening tactffeect and indirect
ownership of the test company
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719-280 Assumptions about the test company fattingeet the conditions in
section 165-12

Same business test and change of head company

719-285 Same business test and change of head spmpa

Bundles of losses and their available fractions

719-300 Application

719-305 Subdivision 707-C affects utilisation a§$es made by ongoing head
company while it was head company

719-310 Adjustment of available fractions for biebf losses previously
transferred to ongoing head company

719-315 Further adjustment of available fractiarsafl bundles
719-320 Limit on utilising losses other than thepgroup losses
719-325 Cancellation of all losses in a bundle

[This is the end of the Guide.]

Maintaining the same ownership to be able to utilis loss

719-255 Special rules

(1) This section and section 719-260 have effectife purposes of
working out whether a loss can hilised for an income year (the
claim yead by a company (thfocal company that made the loss
if:

(a) section 165-12 is relevant to the questionthdrethe focal
company can utilise the loss; and
(b) the focal company is tieead company of MEC group at
any time in its‘ownership test period for the loss (as affected
by section 707-205, if relevant).
Note: If the focal company made the loss becauset@nsfer under

Subdivision 707-A, section 707-205 has the effleat the ownership
test period starts for the focal company at the tofithe transfer.

Section 707-210 does not have effect

(2) Section 707-210 does not have effect for tmpgses of working
out whether the focal company Carilise the loss for the claim
year.
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Note: Section 707-210 is about whether a companytéise a loss it made
because the loss was transferred to it under Sigibmtiv707-A
because the transferor met the conditions in sedii®-12.

719-260 Special test for utilising a loss becauaeompany maintains
the same owners

Meeting the conditions in section 165-12

(1) The focal company is taken to meet the cooaitiin
section 165-12 for the claim year and the lossidf anly if the
company (theéest companyidentified in relation to the focal
company in accordance with section 719-265 would maet
those conditions for that year on the relevant mgsions in:
(a) section 719-270 (which is about assumingdsedompany
made the loss for a particular income year); and
(b) section 719-275 (which is about assuming tio&ting
happened in relation to certain things that wotileca
whether the test company would meet those conditi@nd
(c) section 719-280 (which is about assuming timatest
company would have failed to meet those conditions
certain circumstances).

Focal company’s failure to meet conditions in sattl65-12

(2) The focal company is taken to fail to meebadition in
section 165-12 only at:

(a) the first time the test company would havéethto meet the
condition on the relevant assumptions mentioned in
subsection (1); or

(b) the*test time described in subsection 166-5(5) fortdisé
company, if:

(i) Division 166 is relevant to working out whetlige test
company could havautilised the loss for the claim year
on the relevant assumptions mentioned in
paragraphs (1)(a) and (b); and

(if) the test company is not assumed under seGi®3280
to fail to meet the condition before the test time.

Note: If the focal company is taken to fail to maeatondition in

section 165-12, the focal company will not be dbletilise the loss
for the claim year unless the focal company médetonditions in
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section 165-13 by satisfying the same businessThat test applies
to the focal company (and not the test company).

Same business test for focal company under Divistén

(3) If subsection 166-5(4) affects whether theaf@mmpany can
*utilise the loss for the claim year because thalfoompany is a
*listed public company or'd00% subsidiary of one for the year,
subsection 166-5(5) operates as if it required shene business
test to be applied to tHbusiness the focal company carried on just
before the time described in subsection (2) of gkistion.

Same business test for focal company to transésr lo

(4) If subsection 707-125(4) is relevant to wogknut whether the
focal company can transfer the loss to a compadgun
Subdivision 707-A, that subsection:

(a) has effect as if subsection 707-125(5) deedrthe focal
company’s income year containing the time at whineh
focal company is taken under subsection (2) ofgbition to
fail to meet a condition in section 165-12; and

(b) has effect despite subsection (3) of thisisect

Note: For working out whether certain losses catrdesferred under
Subdivision 707-A, subsection 707-125(4) modiftes dperation of
subsection 166-5(5) by extending the same bustestgeriod to
include the income year described in subsectionIZB(5).

719-265 What is the test company?

(1) To identify for the purposes of section 71®-26e company that is
the test company for the focal company for the:loss

(a) first, identify the test company for the focalmpany by
applying whichever one of subsections (2), (3),add (6) is
relevant; and

(b) then, if the condition in column 1 of an itefithe table is
met, apply this section again to identify the tashpany as
if the company described in column 2 of the itermenthe
focal company, taking account only of things thegpppened
before the event described in column 3 of the item.
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Repeated application of this section
Column 1 Column 2 Column 3

If the test company Apply this section again Take account only of
for the focal company as if this company were things that happened

is identified: the focal company: before this event:

1 Under subsection (2) asThe transferor mentioned The transfer mentioned in
the company that is the in subsection (2) subsection (2)
test company for the
transferor

2 Under subsection (6) asThe first head company The first head company
the company that is the mentioned in ceasing to be thehead
test company for the  subsection (6) company of thé MEC
first head company group mentioned in

subsection (6)

Note: More than 2 applications of this section rhayneeded to identify the
test company for the focal company.

COT transfer of loss to focal company

(2) The test company for the focal company ischvmpany described
in column 2 of the relevant item of the table & flocal company
made the loss because dfGOT transfer to the focal company.

Test company for the focal company

Column 1 Column 2
If: The test company for the focal
company is:

1 The focal company and the transferor The focal company
are the same company

2 The focal company and the transferor The company that is the test company
are different companies for the transferor

Loss transferred because same business test sdtisfi

(3) The test company for the focal company iscii@pany described
in column 2 of the relevant item of the table & flocal company
made the loss because the loss was transferred unde
Subdivision 707-A to the focal company from a comphecause
it satisfied thé same business test for:

(a) the*same business test period; and
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(b) the'test time specified in Division 165 or 166 or
section 707-125.

Test company for the focal company

Column 1 Column 2
If: The test company for the focal
company is:
1 The focal company was thaead The company that was tfiop
company of AMEC group at the time company for the MEC group at the time
of the transfer of the transfer

2 The focal company wamtthe*head The focal company
company of AMEC group at the time
of the transfer

Loss not transferred from a company

(4) The test company for the focal company ischvapany described
in column 2 of the relevant item of the table & flocal company
made the losapart froma transfer of the loss under
Subdivision 707-A from a company.

Test company for the focal company

Column 1 Column 2
If: The test company for the focal
company is:

1 The focal company made the loss  The company that was thop
apart from Subdivision 707-A and wascompany for the MEC group at the start
the*head company of &MEC group  of the income year
at the start of the income year for
which it made the loss

2 The focal company made the loss  The company that was thtop
because it was transferred under company for the MEC group at the time
Subdivision 707-A to the focal of the transfer
company as théhead company of a
*MEC group from an entity other than
a company

3 Neither item 1 nor item 2 applies The focal company
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Relationship between subsections (2), (3) and (4)

(5) Subsection (2) or (3), ambt subsection (4), is relevant for
identifying the test company for the focal compérihe focal
company made the loss apart from a transfer under
Subdivision 707-A, and later transferred the losgself under that
Subdivision.

Change of head company

(6) If, under section 719-90, the focal compantalen to have made
the loss because:
(a) a company (thérst head companyother than the focal
company made the loss apart from that section inere

(i) was the'head company of EC group at any time
during the income year for which it made the lasgs;

(i) became the head company of a MEC group #fir
income year (without having beerisubsidiary member
of the group before becoming the head company); and

(b) the focal company was later the head compéatiyeoMEC
group;
the test company for the focal company is the camphat is the
test company for the first head company.

Note: Section 719-90 applies if there is a changbé head company of a
MEC group, treating the later head company as iftwad happened
to the earlier head company had happened to theHatd company.

(7) Subsections (2), (3) and (4) and section T8&ve effect subject
to subsection (6) of this section.

719-270 Assumptions about the test company havimgade the loss
for an income year

If test company was top company for focal compakWeE group

(1) If the test company was th®p company for AMEC group and
the focal company is or was theead company of that MEC
group, assume that the test company made thedpas fincome
year starting at the relevant time shown in théestab
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Start of income year for which test company is assoed to have made loss

If: The relevant time is:
1 The focal company made the loss apart The start of the income year for
from Subdivision 707-A which the focal company made the
loss
2 The focal company made the loss The time of the transfer

because it was transferred to the focal
company under Subdivision 707-A

Note: Subsection (1) applies even if the test compastill the top
company for the MEC group at the end of the claiarye

If test company is focal company or first head canyp

(2) If the test company is:
(a) the focal company; or
(b) the first head company identified in subsetfid9-265(6) by
reference to the focal company;
assume that the test company made the loss forcame year
starting at the relevant time shown in the table.

Start of income year for which test company is assned to have made loss

If: The relevant time is:

1 The test company made the loss apart The start of the income year for
from Subdivision 707-A (even if the test which the test company made the loss
company later transferred the loss to
itself in a"COT transfer)

2 The test company made the loss becauskhe time of the transfer
it was transferred to the test company
under Subdivision 707-A in a transfer
other than ACOT transfer (even if the
test company first made the loss apart
from that Subdivision)

(3) If the test company is the first head compainsregard
section 719-90 for the purposes of working outregievant time
using the table in subsection (2) of this section.
Note: This ensures that section 719-90 does noenfekitems in the table

inapplicable by treating the test company as itlaeocompany had
made the loss instead of the test company.
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If subsections (1) and (2) do not apply

(4) If neither subsection (1) nor subsection (@)ls, assume that the
test company made the loss for an income yeairgjat the
relevant time shown in the table.

Start of income year for which test company is assned to have made loss

If: The relevant time is:

The test company made the loss apart The start of the income year for

from Subdivision 707-A (even if the test which the test company made the loss
company later transferred the loss to

itself in a"COT transfer)

The test company made the loss becauskhe time of the transfer
it was transferred to the test company

under Subdivision 707-A in a transfer

other than ACOT transfer (even if the

test company first made the loss apart

from that Subdivision)

The test company is the test company fofhe time that was the relevant time
the focal company for the loss because under subsection (1) for the test

the test company was thi@p company company as the test company for the
for a*"MEC group whoséhead company first company for which the test
made the loss before it was transferred teompany was the test company for
the focal company under the loss

Subdivision 707-A

Note: Subsection (4) applies if the focal compamgethe loss because of a
COT transfer of the loss to the focal company fraroteer company.

(5) Disregard section 719-90 for the purposesenhs 1 and 2 of the
table in subsection (4) of this section if the tashpany was
identified using subsection 719-265(6).

Note: This ensures that section 719-90 does noertiadse items

inapplicable by treating the test company as itlaeocompany had
made the loss instead of the test company.

Other events do not override assumption

(6) If the test company transferred the lossdelitor another
company under Subdivision 707-A, assume that Hrester did not
affect, for income years ending after the transfer:

(a) the fact that the test company made the twss;
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(b) the income year for which the test compargsisumed
(under subsection (1), (2) or (4)) to have madddbs.

719-275 Assumptions about nothing happening to aftt direct and
indirect ownership of the test company

(1) This section sets out an assumption that imeishade whenever an
event described in subsection (2) occurs:
(a) after the time assumed under section 719-@1%@ the start
of the income year for which the test company nthddoss;
and
(b) before the end of the claim year;

(whether or not the test company or the focal comips one of
the companies mentioned in the description of teng.

(2) Assume that, after an event described inean itf the table,
nothing happens in relation tmembership interests or voting
power in an entity described in the item that waafféct whether
the test company would meet the conditions in eacti65-12 for
the claim year and the loss.

Assumption about nothing happening to membership iterests or voting power

If this event occurs: Assume that nothing happenis relation to
membership interests or voting power in:

1 Thereis COT transfer of the  The transferor or an entity that was at the
loss to thé head company of a  time of the transfer interposed between the
*MEC group (but not from a transferor and th&op company for the MEC
company that was the head group
company of another MEC group
just before the transfer)

2 Thereis aCOT transfer of the  The company that was just before the transfer
loss to thé head company of a  the“top company for the other MEC group,
*MEC group from a company  Or an entity that was at the time of the
that was the head company of transfer interposed between that company and

another MEC group just before the top company of the MEC group to whose
the transfer head company the loss was transferred
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Assumption about nothing happening to membership iterests or voting power

If this event occurs: Assume that nothing happenis relation to
membership interests or voting power in:

3 There is a change in the identity The company that ceased to be the top
of the"top company for AMEC  company for the MEC group as part of the
group whoséhead company has change or an entity that was at the time of the
made the loss change interposed between that company and
the company that became the top company
for the MEC group as part of the change

4 A company that has made the The company or an entity that was at the time
loss becomes at a time theead  interposed between the company and'tbp
company of AMEC group (as  company for the MEC group
the first company to be the head
company of the group) and has
not before that time transferred
the loss to another company
under Subdivision 707-A

5 There is 4COT transfer of the  The other company or an entity that was at
loss to thé' head company of a  the time of the transfer interposed between
*consolidated group from the other company and the head company

another company

(3) For the purposes of this section, a compargkisn to make a loss:

(a) at thestart of the income year for which the company makes
the loss, if it makes the loss apart from a transfeler
Subdivision 707-A (even if the company later transtthe
loss to itself under that Subdivision); or

(b) at the time the loss is transferred to themamy under that
Subdivision, if the company makes the loss becafifgat
transfer.

(4) Disregard section 719-90 for the purposesaiing an
assumption on the basis of item 1 of the tableibsection (2) of
this section if (apart from that section):

(a) the"COT transfer mentioned in that item was from“thead
company of théMEC group to itself; and

(b) for an income year starting after the transieother
company was the head company of the group.
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719-280 Assumptions about the test company failirtg meet the
conditions in section 165-12

(1) Assume that the test company fails to meettmalitions in
section 165-12 at the time an event describedbsesttion (2), (3)
or (4) happens after the start of tlegvnership test period for the
focal company in relation to:
(a) the*MEC group whoséhead company was the focal
company; or
(b) the*potential MEC group whose membership was the same
as the membership of that MEC group.

Note: If the test company is assumed to fail totntiee conditions in
section 165-12 for the claim year and the lossfdbal company is
taken (under section 719-260) to have failed totritexse conditions.

(2) One event is thgpotential MEC group ceasing to exist.

(3) Another event is something happening that svéetse conditions:
(a) the thing happens at a time in relatiohmembership
interests in one or more of these entities:

(i) a company that was just before that tinfenember of
the"MEC group and afeligible tier-1 company of the
*top company for the MEC group;

(i) an entity interposed between a company dbedrin
subparagraph (i) and the company that was the top
company for the group just before that time;

(b) the thing does not cause fipetential MEC group to cease to
exist but does cause a change in the identityeofdp
company for the potential MEC group.

(4) Another event is theMEC group ceasing to exist because there
ceases to be*provisional head company of the group.

Other causes of failure to meet conditions in s&cli65-12

(5) To avoid doubt, this section does not limé tircumstances in
which the test company would have failed to meetdbnditions in
section 165-12 on the relevant assumptions séhout
sections 719-270 and 719-275.
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Same business test and change of head company

719-285 Same business test and change of head canyp

In working out whether thesame business test is satisfied by a

company that, after tHeéest time, became tlibead company of a

*MEC group that existed before that time, disregeindt happened

in relation to the company before it becanmienember of the

group. Section 719-90 has effect subject to tleti@e

Note 1: The same business test is to be appligdeobhasis that the company’s
business at the test time was the business thadrs&d 9-90 treats the
company as having carried on at that time, exaefitd extent that

section 719-90 attributes to the company its adiisibry before it
became a member of the MEC group.

Note 2: Section 719-90 applies if there is a chandbe head company of a
MEC group, treating the later head company as iftwad happened
to the earlier head company had happened to teHatd company.

[The next section is section 719-300.]

Bundles of losses and their available fractions
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Related amendmentBart 2

Part 2—Related amendments

Income Tax Assessment Act 1997

2 Subsection 707-210(1)
Repeal the subsection, substitute:

(1) This section has effect for the purposes akimg out whether a
company (théatest transferepcan”utilise for an income year a
loss it made because of@OT transfer from a company (theest
transferor).

(1A) A transfer of a loss under Subdivision 707rdm a company to a
company is £OT transferof the loss if the transfer occurs
because:

(a) the transferor meets the conditions in sec@f12; and
(b) the conditions in one or more of paragraprs18(1)(a), (b)

and (c) do not exist in relation to the transferor.
3 Paragraph 707-210(3)(b)

Repeal the paragraph, substitute:

(b) one or more of those earlier transfers matsa"COT
transfer;

4 Subsection 995-1(1)
Insert:

COT transferof a loss has the meaning given by section 707-210

5 Application of amendment of subsection 995-1(1)

The amendment of subsection 995-1(1) oflttteme Tax Assessment
Act 1997made by this Schedule applies on and after 120y.
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Schedule 14—Consolidation: liability rules

Income Tax Assessment Act 1997

1 At the end of Subdivision 709-A
Add:

Payment of group liability by former subsidiary member

709-95 Payment of group liability by former subsichry member

(1) This section operates if:

(a) an entity (théormer subsidiary ceases to be*aubsidiary
member of dconsolidated group (theld group) at a
particular time (théeaving timeg; and

(b) at or after the leaving time, the former sdlzsi:

() "pays a PAYG instalment for which it was jointly and
severally liable under subsection 721-15(1) becéduse
was a subsidiary member of the old group; or

(i) "pays income tax for which it was jointly and sellgra
liable under that subsection because it was adiabgi
member of the old group; and

(c) apart from this section,"franking credit would arise under
section 205-15 in th&ranking account of the former
subsidiary at a time (th&editing tim@ because of that
payment.

(2) The credit:
(a) does not arise at the crediting time in*fh@nking account of
the former subsidiary; and
(b) instead, arises at the crediting time in ta@Kking account of
the entity that was thdhead company of the old group at the
leaving time.
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709-100 Refund of income tax to former subsidiarynember

(1) This section operates if:

(a) an entity (théormer subsidiary ceases to be*aubsidiary
member of dconsolidated group (theld group at a
particular time (théeaving timeg; and

(b) at or after the leaving time, the former sdizsiy *receives a
refund of income tax for which it was jointly anelverally
liable under subsection 721-15(1) because it wasaidiary
member of the old group; and

(c) apart from this section,"&ranking debit would arise under
section 205-30 in th&franking account of the former
subsidiary at a time (thaebiting timg because of that
payment.

(2) The debit:

(a) does not arise at the debiting time in*fih@nking account of
the former subsidiary; and

(b) instead, arises at the debiting time in tla@king account of
the entity that was thidvead company of the old group at the
leaving time.

2 Subsection 721-10(2) (at the end of the table)

Add:
60 subsection 45-875(2) in Schedule 1 to the*instalment quarter to
the Taxation Administration Act 1953  which the general interest
(head company’s liability to GIC on charge relates

shortfall in quarterly instalment)

65 if an administrative penalty of a kind  the period provided for in this
mentioned in section 284-75, 284-145, table for the tax-related
286-75 or 288-25 in Schedule 1 to the liability to which the penalty
Taxation Administration Act 1958lates relates
only to anotheftax-related liability
mentioned in this table—section 298-15
in that Schedule

3 After subsection 721-15(5)
Insert:
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(5A) Despite subsection (5), if the group lialilis *general interest
charge for a day, the joint and several liabilityagarticular
contributing member under subsection (1) becomesadd
payable by the member at the end of the day onhwthie
Commissioner gives the member written notice oflitidality
under subsection (5).

4 After section 721-15
Insert:

721-17 Notice of joint and several liability for gneral interest
charge

(1) This section operates if:

(a) the group liability iSgeneral interest charge for a day in
relation to another liability (thprimary liability); and

(b) the Commissioner gives a particular contrifbgitnember
written notice under subsection 721-15(5) of thaugr
liability; and

(c) general interest charge arises for a subséalagrin relation
to the primary liability; and

(d) the general interest charge for the subseqianhas not
been paid or otherwise discharged in full by theetit
became due and payable.

(2) The Commissioner is taken to have given therdmuting member
written notice under subsection 721-15(5) of ipeneral interest
charge for the subsequent day. The notice is takbave been
given on that day.

5 After subsection 721-30(5)
Insert:

(5A) Despite subsection (5), if the group lialyilis *general interest
charge for a day, the liability of a TSA contrimgimember under
subsection (2) becomes due and payable by the nexhtiee end
of the day on which the Commissioner gives the mesnmalyitten
notice of the liability under subsection (5).
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6 After section 721-30
Insert:

721-32 Notice of general interest charge liabilityunder TSA

(1) This section operates if:

(a) the group liability iSgeneral interest charge for a day in
relation to another liability (thprimary liability); and

(b) the Commissioner gives a particular TSA cdmiting
member written notice under subsection 721-30(%sof
liability under subsection 721-30(2) in relationtb@ general
interest charge for that day; and

(c) general interest charge arises for a subséalagrin relation
to the primary liability; and

(d) the TSA contributing member is liable undebpsection
721-30(2) for an amount in relation to the gengriarest
charge for the subsequent day.

(2) The Commissioner is taken to have given tha t@tributing
member written notice under subsection 721-30(3h@famount
in relation to thégeneral interest charge for the subsequent day.
The notice is taken to have been given on that day.

7 After section 721-35
Insert:

721-40 TSA liability and group liability are linked

(1) The liability of a TSA contributing member wardsubsection
721-30(2) (thel' SA liability) is separate and distinct for all
purposes from the group liability to which it redat(thdinked
group liability). For example, the Commissioner may take
proceedings to recover the unpaid amount of the MegAlity,
proceedings to recover the unpaid amount of thedtrgroup
liability, or both.

Note: The TSA contributing member will not be jdynand severally liable
for the linked group liability under section 721-(Ege subsection

721-15(3)). However, the head company of the greapains liable
for the linked group liability.
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Payment or discharge of TSA liability

(2) If an amount is paid or applied at a partictilme towards
discharging the TSA liability, the linked groupHidty is
discharged at that time to the extent of the samzsuat.

Payment or discharge of linked group liability

3) I
(a) an amount is paid or applied at a partictilae towards
discharging the linked group liability; and
(b) as aresult, the amount unpaid on the TSAlitiplat that

time (apart from this section) exceeds the amoopéaid on
the linked group liability at that time;

the TSA liability is discharged at that time to #adent of the
excess.

(4) Subsections (2) and (3) operate in relatioa liability under a
judgment (thgudgment liability):

(a) if the judgment liability is for the entire aomt unpaid on
the TSA liability—as if the judgment liability wetbe TSA
liability; and

(b) if the judgment liability is for the entire @unt unpaid on
the linked group liability—as if the judgment liéibi were
the linked group liability.

(5) This section does not discharge a liabilitatgreater extent than
the amount of the liability.

Taxation Administration Act 1953

8 Subsection 250-10(1) in Schedule 1 (note)
Omit “Note”, substitute “Note 1”.

9 At the end of subsection 250-10(1) in Schedule 1  (after the
note)

Add:

Note 2: Members and former members of consolidgtedps and MEC
groups may be jointly and severally liable to pextain tax-related
liabilities related to the group’s activities (deision 721 of the
Income Tax Assessment Act 1997
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10 Subsection 250-10(2) (after table item 37)
Insert:
39 TSA liability 721-30 Income Tax Assessment Act 1997

11 Subsection 250-10(2) in Schedule 1 (note)
Omit “Note”, substitute “Note 1”.

12 At the end of subsection 250-10(2) in Schedule 1 (after the
note)

Add:

Note 2: Members and former members of consolidgtedps and MEC
groups may be jointly and severally liable to pestain tax-related
liabilities related to the group’s activities (de®rision 721 of the
Income Tax Assessment Act 1997
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Schedule 15—Consolidation: general
application provision

Income Tax (Transitional Provisions) Act 1997

1 Subsection 700-1(1)
Repeal the subsection, substitute:

(1) Part 3-90 of thtncome Tax Assessment Act 1985 inserted by
theNew Business Tax System (Consolidation) Act (N20Q2and
amended by:

(a) theNew Business Tax System (Consolidation, Valuarighift
Demergers and Other Measures) Act 2082d

(b) theNew Business Tax System (Consolidation and Other
Measures) Act (No. 1) 200pand

(c) theNew Business Tax System (Consolidation and Other
Measures) Act 2003

applies on and after 1 July 2002.
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Schedule 16—Consolidation: transitional
foreign-held membership structures

Part 1—Amendment of the Income Tax Assessment
Act 1997

1 Subsection 703-15(2) (cell at table item 2, colu mn 4)

Omit “requirement in subsection 703-45(1)", sulogét‘set of
requirements in section 703-45, section 701C-litb@fhcome Tax
(Transitional Provisions) Act 1993 section 701C-15 of that Act”.

2 Section 703-45
Repeal the section, substitute:

703-45 Subsidiary members or nominees interposectween the
head company and a subsidiary member of a consolitél
group or a consolidatable group

(1) This section describes, for the purposesenfii2, column 4 of the
table in subsection 703-15(2), a set of requirem#rdt must be
met for an entity (théest entity to be & subsidiary member of a
*consolidated group or*@onsolidatable group at a particular time
(thetest timg.

(2) Atthe testtime, each of the interposed mstinust either:
(a) be dsubsidiary member of the group; or
(b) hold*membership interests in:
() the test entity; or

(i) a subsidiary member of the group interposetiieen
the*head company of the group and the test entity;

only as a nominee of one or more entities eaath¢h is a
“member of the group.

3 Paragraph 705-15(d)
Repeal the paragraph.
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Part 2—Amendment of the Income Tax (Transitional
Provisions) Act 1997

4 Division 701B (heading)
Repeal the heading, substitute:

Division 701B—Modified application of provisions of
Income Tax Assessment Act 1997 relating to CGT
event L1

5 After Division 701B
Insert:

Division 701C—Modified application etc. of provisims of
Income Tax Assessment Act 1997: transitional
foreign-held membership structures

Table of Subdivisions
701C-A Overview
701C-B Membership rules allowing foreign holding

701C-C Modifications of tax cost setting rules
Subdivision 701C-A—Overview

Table of sections

701C-1  Overview

701C-1 Overview

This Division:

(a) sets out, for the purposes of item 2, colunaf the table in
subsection 703-15(2) of thecome Tax Assessment Act
1997, rules that allow certain entities to be subsidiar
members of consolidatable groups or consolidatedpy
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where other entities are interposed between thehtren
head company of the group (see Subdivision 701CGulJ;

(b) modifies certain rules in Part 3-90 of theome Tax
Assessment Act 198&lating to setting the tax cost of assets
to take account of those membership rules (see
Subdivision 701C-C).

[The next section is 701C-10.]

Subdivision 701C-B—Membership rules allowing foreig
holding

Table of sections

701C-10 Additional membership rules where entiéiesinterposed between the
head company and a subsidiary member—case whénéegposed entity is
a non-resident and the subsidiary member is a coynpa

701C-15 Additional membership rules where entiéiesinterposed between the
head company and a subsidiary member—case whénéegposed entity is
a non-resident and the subsidiary member is a drysartnership

701C-20 Transitional foreign-held subsidiaries tmadsitional foreign-held indirect
subsidiaries

701C-10 Additional membership rules where entitieare interposed
between the head company and a subsidiary member—
case where an interposed entity is a non-residenhd the
subsidiary member is a company

(1) This section describes, for the purposeseniii2, column 4 of the
table in subsection 703-15(2) of thkeome Tax Assessment Act
1997, a set of requirements that must be met for aityethe test
entity) to be a subsidiary member of a consolidated gooup
consolidatable group at a particular time (it time.

Test entity must be company

(2) At the test time, the test entity must be mpany.

At least one interposed entity must be a non-residempany or
non-resident trust

(3) Atthe testtime, at least one of the integabsntities must be:
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(a) a company (aon-resident companythat is a foreign
resident; or

(b) atrust (anon-resident truskthat does not meet the
requirements in any item of the table in sectioB-28 of the
Income Tax Assessment Act 1997

The interposed entities must all be of a particlizd

(4) Atthe test time, each of the interposed stinust be:

(a) a subsidiary member of the group; or

(b) a non-resident company; or

(c) a non-resident trust; or

(d) an entity that holds membership interestqietity
interposed between it and the test entity, or entést entity,
only as a nominee of one or more entities eachhatiwis a
member of the group, a non-resident company or a
non-resident trust; or

(e) a partnership, each of the partners in whechmon-resident
company or a non-resident trust.

Test entity must be a subsidiary member on assamibtat
non-resident companies and non-resident trusts websidiary
members

(5) Atthe test time, it must be the case thatéiséentity would be a
subsidiary member of the group if each interpostityethat is a
non-resident company or non-resident trust werngbaidiary
member of the group.

Additional requirement for consolidatable groups

(6) If the group is a consolidatable group, tst tene must be before
1 July 2004.

Additional requirement for consolidated groupsatfiation

(7) If the group is a consolidated group and & time is the time at
which the group comes into existence as a congetidgroup, the
test time must be before 1 July 2004.
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Additional requirement for consolidated groups aftgmation

(8) If:

(a) the group is a consolidated group; and

(b) the test time is after the group comes inisterce; and

(c) atthe test time, one or more of the membprsterests in
the test entity are held by:

(i) a non-resident company; or

(i) a non-resident trust; or

(i) an entity that holds the membership intesestly as a
nominee of one or more entities each of which is a
non-resident company or a non-resident trust; or

(iv) a partnership, each of the partners in wiisch
non-resident company or a non-resident trust;

then:

(d) from the time the group came into existenca asnsolidated
group until the test time, the test entity mustéhbeen a
subsidiary member of the group; and

(e) at the time the group came into existenceamaolidated
group, one or more of the membership interestkartest
entity must have been held by an entity of a kirthtioned
in subparagraph (c)(i), (ii), (iii) or (iv).

701C-15 Additional membership rules where entitieare interposed
between the head company and a subsidiary member—
case where an interposed entity is a non-residenhd the
subsidiary member is a trust or partnership

(1) This section describes, for the purposesenfii2, column 4 of the
table in subsection 703-15(2) of threome Tax Assessment Act
1997, a set of requirements that must be met for aityethe test
entity) to be a subsidiary member of a consolidated gooup
consolidatable group at a particular time (&t time.

Test entity must be a trust or partnership

(2) Atthe test time, the test entity must beuattor partnership.
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At least one interposed entity must be a compaatyisia
subsidiary member because of section 701C-10

(3) Atthe testtime, one or more of the intergbeatities must be
companies that are subsidiary members of the gneapuse the
set of requirements in section 701C-10 are met.

Test entity must be a subsidiary member on assomitat head
company beneficially owned all membership interbesteeficially
owned by subsection (3) companies

(4) Atthe test time, it must be the case thatéiseéentity would be a
subsidiary member of the group if the head compmemeficially
owned all the membership interests beneficially edvhy each
company described in subsection (3).

701C-20 Transitional foreign-held subsidiaries andransitional
foreign-held indirect subsidiaries

If:

(a) an entity is a subsidiary member of a consatdid group in a
case where the set of requirements described in
section 701C-10 are met; and
(b) one or more of the membership interests irethigy are held
by:
() a non-resident company; or
(i) a non-resident trust; or
(i) an entity that holds the membership intesestly as a
nominee of one or more entities each of which is a
non-resident company or a non-resident trust; or

(iv) a partnership, each of the partners in wihscéh
non-resident company or a non-resident trust;
then:
(c) the entity is @ransitional foreign-held subsidianof the
group; and
(d) if:
() the transitional foreign-held subsidiary; or
(i) an entity that is a transitional foreign-hetlirect

subsidiary of the group because of another apitat
of this paragraph;
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holds one or more membership interests in anethigy
that:

(i) is a subsidiary member of the group; and
(iv) is not a transitional foreign-held subsidiarfythe group;

that other member isteansitional foreign-held indirect
subsidiaryof the group.

Note: In order to be a subsidiary member of theigras required by
subparagraph (d)(iii), the transitional foreignéh@ldirect
subsidiary would need to have satisfied the se¢@direments in
either section 701C-10 or 701C-15

Subdivision 701C-C—Modifications of tax cost settig rules
Table of sections

Application and object

701C-25 Application and object of this Subdivision

Basic modification

701C-30 Transitional foreign-held subsidiary totteated as part of head company

Other modifications

701C-35 Trading stock value not set for assetsanisitional foreign-held
subsidiaries

701C-40 Cost setting rules for exit cases—modificatf core rules

701C-50 Cost setting rules for exit cases—referémerodification of core rule

Application and object

701C-25 Application and object of this Subdivision

Application

(1) This Subdivision applies if an entity (ttransitional foreign-held
joining entity) that is a transitional foreign-held subsidiaryaor
transitional foreign-held indirect subsidiary be@sa subsidiary
member of a consolidated group at the time foheration time
the group comes into existence.
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Object

(2) The object of this Subdivision is to ensurattion becoming a
subsidiary member at the formation time, the tast ob the assets
of any transitional foreign-held subsidiary is set and that the tax
cost setting amount for assets of any transititoraign-held
indirect subsidiary that becomes a subsidiary merab#hat time
takes account of this.

Basic modification

701C-30 Transitional foreign-held subsidiary to bereated as part of
head company

The following provisions:

(a) section 701-10 of tHacome Tax Assessment Act 1997
(about setting the tax cost of assets that anydmiings into
the group);

(b) Subdivision 705-A of that Act, in its appliga in
accordance with Subdivision 705-B of that Act;

apply, for the purposes of setting the tax costrofsset of the

transitional foreign-held entity at the formatidgmé, as if each

subsidiary member of the group that is a transiiéoreign-held

subsidiary at the formation time were a part ofltkad company

of the group, rather than a separate entity.

Note 1: This section means that references in thomasions to matters
internal to the group operate as if transitionatiign-held subsidiaries

in the group were parts of the head company ofthap. For
example:

(€) provisions operating if the head company héldsether directly
or indirectly) membership interests in anothertgriperate even
if a transitional foreign-held subsidiary actudilgids those
interests; and

(b) provisions operating if the head company ownsomtrols
another entity operate even if one or more traorsit
foreign-held subsidiaries actually own or contt@ttother
entity; and

(c) provisions operating if an entity is interposedween the head
company and another entity operate even if thedinsity is
actually interposed between a transitional fordigid subsidiary
and the other entity.
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Note 2: If the transitional foreign-held entityagransitional foreign-held
subsidiary, this section means the assets of ity €lo not have their
tax cost reset at the formation time. This is beegbubdivision 705-A
of thelncome Tax Assessment Act 1987ts application in
accordance with Subdivision 705-B of that Act, reghe tax cost of
assets o$ubsidiarymembers of a group, but not assets of the head
company.

Other modifications

701C-35 Trading stock value not set for assets wansitional
foreign-held subsidiaries

Subsection 701-35(4) of tihlecome Tax Assessment Act 1997
(setting value of trading stock at tax-neutral antpdoes not
apply to the assets of the transitional foreigrdtegitity if it is a
transitional foreign-held subsidiary.

701C-40 Cost setting rules for exit cases—modifitan of core rules

Section 701-15 of themcome Tax Assessment Act 189plies as
if the following subsection were added at the entthe section:

Application to transitional foreign-held subsidias

(4) If an entity that ceases to be a subsidiarsnbe is a transitional
foreign-held subsidiary when it does so:

(a) this section applies to each membership isténethe
transitional foreign-held subsidiary that is heydam entity
(aneligible non-residentof a kind mentioned in
subparagraph 701C-20(b)(i), (ii), (iii) or (iv) tfeIncome
Tax (Transitional Provisions) Act 1997 the same way as it
applies to a membership interest in the transitiona
foreign-held subsidiary that is held by the heachjgany; and

(b) for that purpose, the definition véad company core
purposesn subsection 701-1(2) of thecome Tax
Assessment Act 19@pplies to the eligible non-resident in
the same way as it applies to the head company.
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701C-50 Cost setting rules for exit cases—referemto modification
of core rule

Section 711-5 of thencome Tax Assessment Act 189plies as if
the following note were added at the end of théisec

Note: If the leaving entity is a transitional fayeiheld subsidiary (within
the meaning of section 701C-20 of theome Tax (Transitional
Provisions) Act 1997}his Division will, in accordance with
subsection 701-15(4) of this Act (see section 7@0®f the
first-mentioned Act), apply to membership interdgbtst an eligible
non-resident mentioned in that subsection holdeérentity in the

same way as it applies to membership interestdhidiead company
holds in the entity.
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Schedule 17—Consolidation: transitional cost
setting rule relating to roll-overs

Income Tax (Transitional Provisions) Act 1997

1 Section 701-35

Omit “Part 3-90 of théncome Tax Assessment 1@®plies”, substitute
“the provisions mentioned in subsection (2) apply”.

2 At the end of section 701-35
Add:

(2) The provisions are:
(a) Division 705 of théncome Tax Assessment Act 1.9897d
(b) provisionsof this Act modifying the effect of that Division.

(3) Subsection (1) does not apply if:

(a) the asset mentioned in subsection (1) is abeeship
interest in an entity (thiest entity; and

(b) when the CGT event happened:

(i) the originating company in relation to thelvover, or
the transferor in relation to the roll-over reliafas a
foreign resident; and

(ii) the recipient company, or the transfereeglation to
the roll-over relief, was an Australian residemtga

(c) when the transitional group came into existetice test
entity was a subsidiary member of the group, atin as a
transitional foreign-held subsidiary of the group.

3 After section 719-160
Insert:

719-163 Modified effect of section 701-35

(1) This section applies if the transitional graupntioned in
section 701-35 of this Act is a MEC group.
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(2) That section has effect as if paragraph 7QB)88&) were repealed
and the following paragraph were substituted:

(c) when the transitional group came into existetice test
entity was a subsidiary member of the group, atien as:

(i) a transitional foreign-held subsidiary of th@up (see
section 701C-20); or

(i) an eligible tier-1 company of the group.
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Schedule 18—Consolidation: extra

transitional provision for foreign tax
credits

New Business Tax System (Consolidation, Value Shaft

Demergers and Other Measures) Act 2002

1 At the end of Schedule 10

Add:

11 Transitional provision for section 160AF

(1)

(2)

(3)

This item applies if:

(a) because of item 5, 6 or 7, old section 160Apglies to a
taxpayer as if a period were an income year rftsiteonal
income yea); and

(b) the taxpayer has an initial excess credithiwithe meaning
of old section 160AFE) in relation to the notioimedome
year; and

(c) the taxpayer transfers all or part (the extd#rihe transfer
being theransfer amounj of that initial excess credit under
old section 160AFE for utilisation by another compan the
notional income year.

Section 160AF of thlncome Tax Assessment Act 18pplies to the
taxpayer for the year of income in which the natidncome year ends
as if the amount of foreign tax paid by the taxpagentioned in
paragraph 160AF(1)(b) of that Act were reducedhayttansfer
amount.

This item operates separately in relation &hedass of foreign income
identified in subsection 160AF(7) of thecome Tax Assessment Act
1936 as if the taxpayer’s foreign income of that cifmssa year of
income were the whole of the taxpayer’s foreigrome for that year.
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Schedule 19—Consolidation: amendment of
losses rules

Income Tax Assessment Act 1997

1 After subsection 701-30(3)
Insert:

(3A) For the purposes of working out the entitigigable income (if
any) for the non-membership period, determine:
(a) whether the entity cdntilise a loss of anysort transferred
to the entity in the period; and
(b) if the period started at the start of the ineoyear—whether
the entity can utilise a loss of any sort:
() made by the entity, without a transfer, forearlier
income year; or
(ii) transferred to the entity in an earlier incoyear;
as if the time just after the end of the periodexée end of the
income year and the entity carried on at that tineesame business
that it carried on just before that time. Paragréd)(e) has effect
subject to this subsection.
Note: This means that things that happen in reldtiche entity at the time
it becomes a subsidiary member of the group aentako account in

determining whether the entity can utilise sucbsslto affect its
taxable income for the non-membership period.

2 At the end of section 701-30
Add:

Utilisation and transfer of non-membership periodd

(8) However, the provisions of this Act relatirgttansfer or
*utilisation of a loss of anisort have effect in relation to a
non-membership period loss of that sort for any-m@ambership
period as if the non-membership period loss wegeettitity’'s loss
for an income year that:

(a) started at the start of the period; and
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(b) ended at the end of the period.

(9) Subsection (8) has effect not only for theétgmtore purposes, but
also (despite subsection (2)) for other purposes.

3 Section 707-405
Repeal the section.

Income Tax (Transitional Provisions) Act 1997

4 After section 707-325
Insert:

707-326 Events involving only value donor and reabss-maker not
covered by rule against inflation of modified marké value

(1) This section affects the calculation of thedified market value of
the real loss-maker mentioned in subsection 7074318 the
Income Tax Assessment Act 1887a bundle of losses. This
section affects the calculation:

(a) only if section 707-325 of this Act applies the purposes of
working out the available fraction for the bundied

(b) only for the purposes of working out the aabié fraction
for the bundle to affect the utilisation of taxdes, film
losses and net capital losses in the bundle (ahdnmyo
overall foreign losses, as defined in section 18DA¥Fthe
Income Tax Assessment Act 198&he bundle).

Note: This section does not affect the calculatibthe real loss-maker’s
modified market value for other purposes (sucthas¢al loss-maker

being a value donor for the purposes of anothelicgtion of
section 707-325 of this Act).

(2) Disregard for the purposes of subsection 7Z6(-3) of thelncome
Tax Assessment Act 19817 event:
(a) that is described in subsection 707-325(4haf Act; and
(b) that meets the condition in subsection (J@of this
section.
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(3) One condition is that the event was an ingectf capital directly
into the real loss-maker by the value donor mesetin
section 707-325 of this Act.

(4) The other condition is that the event wasaadaction:

(a) that did not take place at arm’s length; and

(b) that involved only the real loss-maker andwvakie donor
mentioned in section 707-325 of this Act; and

(c) that would have caused subsection 707-325(@)dncome
Tax Assessment Act 19@7operate in working out the real
loss-maker’s modified market value (even if no otneents
described in subsection 707-325(4) of that Act beclirred),
apart from this section.

(5) Subsection (2) of this section does not agybsection
707-325(2) of théncome Tax Assessment Act 1997

(a) operates for the purposes of working out tleezdonor’s
modified market value because of an event thativezban
entity other than the value donor and the realifoaker
(whether or not the event also involved eithenthiele donor
or the real loss-maker); or

(b) would operate for those purposes becauseobf & event
apart from another application of this section.

5 After section 707-328
Insert:

707-328A Some events involving only group membenst covered
by rule against inflation of modified market value

Overview

(1) Subsection (3) of this section affects thewlaltion, under
section 707-325 of themcome Tax Assessment Act 189d
section 707-325 of this Act, of the modified markelue of the
real loss-maker mentioned in subsection 707-31d&i(h)at Act for
a bundle of losses, but only if:

(a) the requirement in subsection (2) of thisisaas met in
relation to each other company that became a meatltbe
group mentioned in subsection 707-315(1) of thdtiAc
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connection with the bundle at the time (themation time)
the group became a consolidated group; and

(b) the provisions described in subsection 707@BRaf this Act
operate (because of that subsection) in relaticrat loss of
such a company that is covered by paragraphs 70(8B)
and (c) of this Act as if the bundle included tbss; and

(c) all members of the group at the formation tinexe
companies; and

(d) subsection 707-325(2) of that Act does notaige for the
purposes of working out the modified market valtiaro
entity that became a member of the group at thadtion
time, because of an event that involved an ertiy did not
become a member of the group then; and

(e) the transferee mentioned in subsection 7074328 this Act
chooses that this section apply in relation tortda
loss-maker.

(2) Section 707-325 of this Act must apply in tiela to the other
company (as value donor) so that the availabldinador the
bundle is to be worked out as if there were adddtid real
loss-maker’s modified market value an amount wordeidby
reference to the other company’s modified mark&tevat the
initial transfer time.

Disregarding events for purposes of anti-inflatiote

(3) Disregard for the purposes of subsection 72613 of thelncome
Tax Assessment Act 1987 event that is described in subsection
707-325(4) of that Act and was either:

(a) an injection of capital into an entity thathme a member of
the group at the formation time by another suchyerr

(b) atransaction that involved only entities thatame members
of the group at the formation time.

Note: Disregarding such an event could have atdineindirect effect on
the real loss-maker’s modified market value for pleposes of
working out the available fraction for the bundieone of these ways:

€) it could directly affect the real loss-makarisdified market
value calculated under section 707-325 ofltt@®me Tax
Assessment Act 1997the real loss-maker was involved in the
event;
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(b) it could have an indirect effect by affectimg tvalue donor’'s
modified market value calculated under that seciat used
under section 707-325 of this Act to add an amadaitite real
loss-maker’s modified market value for those pugsos

Choice

(4) A choice for the purposes of paragraph (1)(e):

(&) may be made only by the day on which the temas lodges
its income tax return for the first income yearWarich it
utilises (except in accordance with section 707)3&8ses
transferred to it under Subdivision 707-A of theome Tax
Assessment Act 19%d

(b) cannot be amended or revoked.

Scope of this section

(5) This section affects the modified market vadfi@n entity that
became a member of the group at the formation énhe for the
purposes of calculating the real loss-maker’s niedifarket
value for the purposes of working out the availdtdetion for the
bundle.

(6) This section has effect for working out thaitable fraction of the
bundle only so far as it affects the utilisatioradbx loss, film loss
or net capital loss. It does not affect the utilmaof an overall
foreign loss (as defined in section 160AFD of li@ome Tax
Assessment Act 193hat:

(a) is included in the bundle; or
(b) was transferred under Subdivision 707-A ofltltedome Tax
Assessment Act 198dm an entity other than the real
loss-maker.
Note: If the bundle includes an overall foreignsl@d a loss of another
sort:

(€) utilisation of the overall foreign loss is litmil by the available
fraction for the bundle worked out apart from théstion; and

(b) utilisation of the loss of the other sort imiied by the available
fraction for the bundle as affected by this sectibapplicable.

(7) This section can operate in relation to onig bundle of losses
transferred to the transferee under SubdivisiorAX 0T the
Income Tax Assessment Act 1997.
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New Business Tax System (Consolidation) Act (No2@p2

6 At the end of item 39 of Schedule 3
Add:

(10) To avoid doubt, section 701-30 of theome Tax Assessment Act 1997
does not prevent a company from transferring uaéadivision 170-A
or 170-B of that Act (applying as described in seti (9)) a
non-membership period loss described in that seftiothe
non-membership period mentioned in that subitem.

7 Item 34 of Schedule 5
Omit “166-86", substitute “166-85".
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Schedule 20—Consolidation: transfers of
losses involving financial corporations

Financial Corporations (Transfer of Assets and Lidibies)
Act 1993

1 Subsection 20(1A)
After “provisions in”, insert “Part 1 of”.

2 At the end of subsection 20(1A)

Add “and the provisions in Part 2 of that Scheduége added at the
end of Subdivision 170-B of that Act”.

3 At the end of section 26C
Add:

(2) Subsection (1) operates on the basis deschibsabsection (3) if:

(a) the head company of a consolidated group o€gBup
incurred a tax loss because of Subdivision 707-thef
Income Tax Assessment Act 1:997d

(b) the company (theeal loss-makeythat incurred the tax loss
apart from that Subdivision is a member of the griouthe
deduction year; and

(c) disregarding section 701-1 (the single entilg) of that Act,
this Act applies to one or more transfers by tta re
loss-maker to the receiving corporation.

Note: In certain cases, Subdivision 707-A of iheome Tax Assessment Act
1997treats the head company of a consolidated grodpEsE as

incurring a tax loss actually incurred by an entiitgt becomes a
member of the group.

(3) Subsection (1) operates as if:

(a) the head company were the transferring cotjpora
relation to each transfer described in paragrajpa)and this
Act applied to each of those transfers; and

(b) the head company incurred the tax loss fofrtbeme year
for which the real loss-maker incurred it (apaoiir
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Subdivision 707-A of théncome Tax Assessment Act 1997
and
(c) each reference in that subsection to Subdinib5-A of

that Act were a reference to that Subdivision @sjiteration
is affected by Subdivision 707-B of that Act, and b
Subdivision 719-F of that Act (if relevant).

Note 1: Subdivision 707-B of tHacome Tax Assessment Act 19¥écts the

operation of Subdivision 165-A of that Act in rétat to the deduction

of a tax loss incurred by the head company of aaliaated group or
MEC group because of Subdivision 707-A of that Act.

Note 2: Subdivision 719-F of tHecome Tax Assessment Act 189$fécts the
operation of Subdivision 165-A of that Act in rétat to the deduction
of a tax loss incurred by the head company of a MEDp because
of Subdivision 707-A of that Act.

(4) An expression used in this section and intlceme Tax
Assessment Act 199as the same meaning in this section as it has
in that Act. This subsection does not apply togkgressions
deduction yearloss yeayrthis Actandtransfer.

4 At the end of section 170-5 in Schedule 1
Add:

(5) Special rules extend the scope of this Subtimito let the head
company of a consolidated group or MEC group teamisf some
cases a tax loss the company incurred because of
Subdivision 707-A. The rules do this by modifyirng tbasis on
which other provisions of this Subdivision operate.

5 At the end of Subdivision 170-A in Schedule 1
Add:

Special rules for transfer from head company of cosolidated
group or MEC group

170-75 Transfer of a tax loss incurred by the headompany because
of Subdivision 707-A

(1) The other sections of this Subdivision openatelation to the
actual or proposed transfer oftax loss on the basis described in
this section if:
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(a) the"head company of ‘@onsolidated group MEC group
incurred the tax loss because of Subdivision 70@&}

(b) the company (theeal loss-makeythat incurred the tax loss
apart from Subdivision 707-A is‘amember of the group at
the end of the income year for which it is proposettansfer
the loss under this Subdivision.

(2) The other sections of this Subdivision, excagattion 170-28,
operate as if:

(a) the"head company were a transferring corporation witén
meaning of thé-inancial Corporations (Transfer of Assets
and Liabilities) Act 1993and

(b) the head company had incurredttaex loss for the income
year for which the real loss-maker incurred theltas (apart
from Subdivision 707-A).

Note: This has the effect that (because of sulised{r0-10(1)) those
sections operate as if the head company were fiseclimpany and
the loss year were the income year for which théloss-maker
incurred the loss.

(3) Section 170-28 operates as if:
(a) the real loss-maker were fth@ss company; and

(b) section 701-1 (the single entity rule) coudd affect whether
theFinancial Corporations (Transfer of Assets and
Liabilities) Act 1993would have applied to the transfer
described in section 170-28.

6 Schedule 2 (after the heading)
Insert:

Part 1—Replacement of sections 170-110 to 170-145

7 At the end of Schedule 2
Add:
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Part 2—Addition of provisions at the end of
Subdivision 170-B

Special rules for transfer from head company of cosolidated
group or MEC group

170-175 Transfer of a net capital loss made by theead company
because of Subdivision 707-A

(1) The other sections of this Subdivision openatelation to the
actual or proposed transfer ofreet capital loss on the basis
described in this section if:

(a) the"head company of ‘@onsolidated group MEC group
made the net capital loss because of Subdivisi@rA]@nd

(b) the company (theeal loss-makey that made the net capital
loss apart from Subdivision 707-A iSmember of the group
at the end of the income year for which it is prsgubto
transfer the loss under this Subdivision.

(2) The other sections of this Subdivision, excagaition 170-128,
operate as if:

(a) the"head company were a transferring corporation witén
meaning of théinancial Corporations (Transfer of Assets
and Liabilities) Act 1993and

(b) the head company had madethet capital loss for the
income year for which the real loss-maker madentie
capital loss (apart from Subdivision 707-A).

Note: This has the effect that (because of sulzsedff0-110(1)) those
sections operate as if the head company were fiseclimpany and

the capital loss year were the income year for ke real
loss-maker made the loss.

(3) Section 170-128 operates as if:

(a) the real loss-maker were ttess company; and

(b) section 701-1 (the single entity rule) coutd affect whether
theFinancial Corporations (Transfer of Assets and
Liabilities) Act 1993would have applied to the transfer
described in section 170-28.
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(4) Subsection 170-135(2) operates as if theeafsr in it to
Subdivision 165-CA were a reference to that Sulsdiwi as it
operates given the effect of Subdivision 707-B, and
Subdivision 719-F if relevant, on the operation of
Subdivision 165-A.

Note: Subdivision 165-CA determines whether a npitabloss can be
applied by reference to whether Subdivision 165@lld permit the
deduction of a tax loss for the same income ye#heset capital
loss. Subdivisions 707-B and 719-F affect the ojmaraif
Subdivision 165-A in relation to losses made bypmpany because
of Subdivision 707-A.

8 Application

D The amendments of tiiénancial Corporations (Transfer of Assets and
Liabilities) Act 1993made by this Schedule apply to assessments for the
income year including 1 July 2002 and later incomars.

2) In this item:
income yearhas the same meaning as in limme Tax Assessment
Act 1997
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Schedule 21—Consolidation: CGT events

relating to various cost base

provisions

Income Tax Assessment Act 1997

1 Section 100-15 (note)

Omit “CGT event K7 or CGT event L1", substitute fise CGT events,
for example CGT event K7 or any of the CGT eventaited by

Subdivision 104-L".

2 Section 104-5 (after table row relating to event

Insert:

L2 Amount remaining after
step 3A etc. of joining
allocable cost amount is

negative

[See section 104-505]

L3 Tax cost setting amounts
for retained cost base assets
exceed joining allocable cost

amount

[See section 104-510]
L4 No reset cost base assets Just after entity

Just after entity amount

becomes
subsidiary
member

Just after entity

becomes
subsidiary
member

against which to apply excess becomes
of net allocable cost amount subsidiary

on joining

[See section 104-515]

L5 Amount remaining after
step 4 of leaving allocable costeases to be
amount is negative

[See section 104-520]

3 After section 104-500

Insert:

member

When entity

subsidiary
member

number L1)
no capital
remaining loss
amount of no capital
excess loss

no capital gain

amount
remaining

amount of
excess

no capital
loss
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104-505 Where pre-formation intra-group roll-overreduction
results in negative allocable cost amount: CGT evén?2

(1) CGT event LZhappens if:
(a) an entity becomes'aubsidiary member of ‘@onsolidated

group; and

(b) in working out the group™allocable cost amount for the
entity, the amount remaining after applying stepa@Ahe
table in section 705-60 (after any application of

section 705-150) is negative.

(2) The time of the event is just after the entiégcomes asubsidiary
member of the group.

(3) For the head company core purposes mentiongahsection
701-1(2), théhead company makesapital gainequal to the

amount remaining

104-510 Where tax cost setting amounts for retaidecost base assets
exceeds joining allocable cost amount: CGT event L3

(1) CGT event Lhappens if:
(a) an entity becomes'aubsidiary member of ‘@onsolidated

group; and

(a) the sum of:
(i) the*tax cost setting amounts for all of thretained cost

base assets that become those oftikad company of
the group because subsection 701-1(1) (the simgity e

rule) applies;
exceeds:
(i) the group’s‘allocable cost amount for the entity.
(2) The time of the event is just after the erliégcomes asubsidiary
member of the group.

(3) For the head company core purposes mentiangdhisection
701-1(2), thé head company makesapital gainequal to the

excess
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104-515 Where no reset cost base assets and exoéset allocable
cost amount on joining: CGT event L4

(1) CGT event Ldhappens if:

(&) an entity becomes'aubsidiary member of ‘@onsolidated
group; and

(b) in working out thétax cost setting amount for assets of the
entity in accordance with section 705-35 (includimgs
application in accordance with Subdivisions 705%B t
705-D), there is an amount that results after dpgly
paragraphs 705-35(1)(b) and (c) (including in their
application in accordance with those Subdivisioasy
Note:  Section 705-35 is about the tax cost sedimgunt for reset cost

base assets.

(c) itis not possible to allocate, in accordawith the latter
paragraph, the amount that results because thermaeset
cost base assets of the kind mentioned in thatpesph.

(2) The time of the event is just after the entiégcomes asubsidiary
member of the group.

(3) For the head company core purposes mentiongabsection
701-1(2), théhead company makesapital lossequal to the
amount that results

104-520 Where amount remaining after step 4 of leang allocable
cost amount is negative: CGT event L5

(1) CGT event Lhappens if:
(a) an entity ceases to bésabsidiary member of a
*consolidated group; and
(b) in working out the group™allocable cost amount for the
entity, the amount remaining after applying stey the
table in section 711-20 is negative.

(2) The time of the event is when the entity cedsebe dsubsidiary
member of the group.

(3) For the head company core purposes mentiongabsection
701-1(2), théhead company makesapital gainequal to the
amount remaining
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4 Section 110-10 (after table row relating to even t number L1)
Insert:

L2 Amount remaining after step 3A etc. of joining  104-505
allocable cost amount is negative

L3 Tax cost setting amounts for retained cost base 104-510
assets exceed joining allocable cost amount
L4 No reset cost base assets against which to apply 104-515

excess of net allocable cost amount on joining

L5 Amount remaining after step 4 of leaving alloeab 104-520
cost amount is negative

5 Subsection 705-25(4) (at the end of the note)
Add “: see CGT event L3".

6 Subsection 705-35 (at the end of note 2)
Add *: see CGT event L4".

7 Subsection 711-20(1) (at the end of the note)
Add “: see CGT event L5”".
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Schedule 22—Consolidation: thin
capitalisation

Income Tax Assessment Act 1997

1 Subparagraph 820-599(2)(c)(iv)
Repeal the subparagraph, substitute:
(iv) wasnota member of &consolidated group; and
(v) wasnota member of AMEC group; and
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Schedule 23—Consolidation: research and
development

Income Tax Assessment Act 1936

1 At the end of subsection 73B(23)
Add:

Note: This subsection does not apply to an asses&tax cost is set under
Division 701 of thdncome Tax Assessment Act 198%
section 73BAG of this Act.

2 At the end of subsection 73B(24B)
Add:

Note: This subsection does not apply to an asses&tax cost is set under
Division 701 of thdncome Tax Assessment Act 1:98%
section 73BAG of this Act.

3 After section 73BAF
Insert:

73BAG Balancing adjustments for certain assets @onsolidated
groups

(1) Subsections 73(23) and (24B) do not applyntasset held by the
head company of a consolidated group or MEC grolugrevthe
tax cost of the asset is set under Division 70thefncome Tax
Assessment Act 199nstead, any balancing adjustment for the
asset is worked out under section 73BF of thisokct
section 40-292 of thincome Tax Assessment Act 1997

(2) In working out the amount of a balancing atipent under
section 73BF of this Act or section 40-292 of theome Tax
Assessment Act 1993t the asset, the asset’s adjustable value (see
section 40-85 of that Act) is reduced by so much oéduction
amount (see section 73BAF of this Act) for the afisat has not
been applied in reducing a notional Division 40w#ibn for the
head company.
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4 Paragraph 73BF(1)(b)

Repeal the paragraph, substitute:

(b) one or more deductions have been allowedeaklowable
to the eligible company under section 73BA or 73BHthe
asset for a year or years of income, or would fHeeen so
allowed or allowable if:

(i) the company had not chosen a tax offset under
section 73I; or

(i) section 73BAF had not been enacted; and

5 Subsection 73BF(1) (note)
Omit “Note”, substitute “Note 1".

6 At the end of subsection 73BF(1)
Add:

Note 2: An asset whose tax cost is set under DiNig01 of thdncome Tax
Assessment Act 1987ay have its adjustable value reduced in
applying this section: see section 73BAG of this. Act

7 Subsection 73BF(2)

After “1.25", insert “(or would have been so workeuwt had
section 73BAF not been enacted)”.

8 After subsection 73BF(3)
Insert:

(3A) Subsection (3B) has effect if:

(a) the head company of a consolidated group o€MEup can
deductan amount under subsection (1) for a section 73BA
depreciating asset for a year of income; and

(b) the head company’s aggregate research andbgevent
amount for the year of income exceeds $20,000; and

(c) the asset was used exclusively for researdidamelopment
activities since its tax cost was set under DivisiO1 of the
Income Tax Assessment Act 1997

(3B) The numerator in the formula in subsectignig3ncreased by any
expenditure on the asset that the head compangeziurct under
section 73B after the asset’s tax cost was set.
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9 Subsection 73BF(7)
Insert:

aggregate research and development amolbas the same
meaning as in section 73B.

Income Tax Assessment Act 1997

10 Paragraph 40-292(1)(b)
Repeal the paragraph, substitute:

(b) for any income year in which you held the &sgau also
deducted an amount for it under section 73BA orH 8B
thelncome Tax Assessment Act 19%6could have done so
if:

() you had not chosen a tax offset under secRirof that
Act; or
(i) section 73BAF of that Act had not been endcte

11 Paragraph 40-292(3)(b)

After “1.25”, insert “(or would have been so workeuwt had
section 73BAF of théncome Tax Assessment Act 1986 been
enacted)”.

12 At the end of section 40-292
Add:

Note: An asset whose tax cost is set under Divigiah of this Act may
have its adjustable value reduced in applyingghigion: see
section 73BAG of thénhcome Tax Assessment Act 1936

13 Subsection 701-55(2)

After “Subdivision 328-D”, insert “, and section38BA and 73BF of
thelncome Tax Assessment Act 1936

Taxation Administration Act 1953

14 Paragraph 286-80(2)(b) in Schedule 1

After “you give the details”, insert “(up to a maxim of 5 penalty
units)”.
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Schedule 24—Consolidation: pay as you go
(PAYG) instalments

Part 1—Amendment of the Taxation Administration
Act 1953

1 Subsection 45-120(2A) in Schedule 1
Repeal the subsection, substitute:

(2A) The instalment income of #ife insurance company for a period
also includes any part of itstatutory income that:

(a) is reasonably attributable to that period; and

(b) is included in thécomplying superannuation class of its
taxable income for the income year that is or idekithat
period.

2 After section 45-155 in Schedule 1
Insert:

45-160 Head company of a consolidated group stopseing annual
payer

(1) You stop being afannual payer at the start of ‘anstalment
quarter if Subdivision 45-Q starts applying to yamuthe head
company of dconsolidated group during that quarter.

(2) You must pay an instalment for thiistalment quarter and later
instalment quarters in accordance with SubdivigisB.

(3) You may again become &mnual payer if:
(a) you again satisfy the conditions in sectioril48; and
(b) you again choose under that section to paglments
annually.

Note: You cannot choose to be an annual payer whileare the head
company of a consolidated group to which Subdivigib-Q applies:
see section 45-720.
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3 At the end of section 45-330 in Schedule 1
Add:

Special rule for a life insurance company thaoishas been, the
head company of a consolidated group

(4) A company’'sadjusted taxable incoméor the*base year is worked
out under subsection (3) with the modification@etin
subsection (5) if the company:
(a) is a'life insurance company for the base year; and
(b) has'tax losses transferred to it under Subdivision &Gf-
thelncome Tax Assessment Act 1997

(5) Subsection (3) applies to the company ajf dtof the method
statement in that subsection were replaced bydilening step:

Step 4 Reduce the step 3 result by the lesser of thewoig
amounts:

(@) the amount of anfyax loss, to the extent that the
company can carry it forward to the next incomge

year;

(b) the amount of the deductions for tax lossesl us
making the'base assessment.

Note: Subsections (3), (4) and (5) also apply &ftead company of a
consolidated group, or the head company of a MEQmrthat is
treated as a life insurance company: see secti8#b@% of thdncome

Tax Assessment Act 1997

4 Section 45-700 in Schedule 1 (notes)
Repeal the notes, substitute:

Note 1: Subdivision 45-R contains special rules #pgly to members of a
consolidated group before they are treated asgéesemtity for the
purposes of this Part. It also contains specia@srthat affect the
operation of this Subdivision (see sections 45-&8) 45-885).

Note 2: Subdivision 45-S extends the operatiorisf ubdivision so that it
can apply to members of a MEC group. It containsifitadions of
this Subdivision for the purposes of that extenadlgeration.
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5 Section 45-705 in Schedule 1
Repeal the section, substitute:

45-705 Application of Subdivision to head company

Period during which Subdivision applies to head pany

(1) Subject to sections 45-880 and 45-885, thizdiision applies to
a company as thidead company of ‘@onsolidated group during
the period:
(a) starting at the start of thiastalment quarter of the company
determined under subsection (2), (3) or (4); and
(b) ending:
() at the end of the instalment quarter of thmpany
determined under paragraph (5)(a) or (b); or
(i) just before the instalment quarter of the pamy
determined under paragraph (5)(c) or (d).

When the period begins—initial head company in®altmate

(2) This Subdivision starts to apply to a compasyhehead
company of dconsolidated group at the start of amstalment
quarter under this subsection if, during that qerathe
Commissioner gives the company (as that head coyhplae
*initial head company instalment rate.

Note: The operation of this subsection may be &dteby section 45-885.

When the period begins—group created from MEC group

(3) This Subdivision starts to apply to a compasyhehead
company of dconsolidated group at the start of amstalment
guarter (thestarting quarted) under this subsection if all of the
following conditions are satisfied:

(a) the consolidated group’isreated from &MEC group during
the starting quarter;

(b) the company is the head company of the cafest@ld group
when the consolidated group is created from the MEQp;

(c) either of the following applies:

(i) this Subdivision applied, in accordance with
Subdivision 45-S, to thirovisional head company of
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the MEC group at the end of the previous instalment
quarter,;

(i) the Commissioner gives thaitial head company
instalment rate to the provisional head companyef
MEC group during the starting quarter.

Note: For the application of this Subdivision tpravisional head company
of a MEC group: see section 45-915.

When the period begins—new head company

(4) This Subdivision starts to apply to a compasyhehead
company of dconsolidated group at the start of ‘amstalment
guarter (thestarting quarte) under this subsection if all of the
following conditions are satisfied:

(a) the company is an interposed company mentioned
subsection 124-380(5) of thecome Tax Assessment Act
1997,

(b) the company chooses under that subsectiorttbat
consolidated group is to continue in existencendtatter the
completion time mentioned in that subsection;

(c) the completion time occurs during the startingrter;
(d) one of the following subparagraphs applies:

(i) this Subdivision applied to the original comga
mentioned in that subsection (as the head compiany o
the consolidated group) at the end of the previous
instalment quarter;

(i) the Commissioner gives thaitial head company
instalment rate to the original company mentiomed i
that subsection (as the head company of the
consolidated group) during the starting quarter;

(iii) the consolidated group fereated from AMEC group
during the starting quarter and this Subdivisiopliagl
to the*provisional head company of the MEC group at
the end of the previous instalment quarter;

(iv) the consolidated group is created from a MfQup
during the starting quarter and the Commissionezgi
the initial head company instalment rate to the
provisional head company of the MEC group durirg th
starting quarter.
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When the period ends

(5) This Subdivision stops applying to a compasyre* head
company of dconsolidated group at the earliest of the following
times after the company becomes the head company:

(a) the end of th&instalment quarter during which the
consolidated group ceases to exist (other tharuseca
*MEC group is‘created from the consolidated group);

(b) the end of the instalment quarter during whiah
Commissioner is notified of the creation of a MEGup
from the consolidated group if the MEC group isateel
during that instalment quarter;

(c) just before the instalment quarter during \ahize
Commissioner is notified of the creation of a MEGup
from the consolidated group if the MEC group wasated
before that instalment quarter;

(d) just before the instalment quarter that inekithe
completion time mentioned in subsection 124-380{3he
Income Tax Assessment Act 199%re an interposed
company mentioned in that subsection chooses uhder
subsection that the consolidated group is to caatin
existence.

Note: The operation of this subsection becausadgraph (a) may be
affected by section 45-880.

(6) For the purposes of subsection (5), the Cowioner is notified of
the creation of AMEC group from dconsolidated group when the
Commissioner receives a notice of the consolidaticthe MEC
group under subsection 719-40(1) of theome Tax Assessment
Act 1997

(7) If this Subdivision stops applying to a compas the head
company of dconsolidated group just before ‘anstalment
guarter under paragraph (5)(c), then, for the peepmf this Part,
this Act has effect for the company and othreembers of the
group as if:

(a) the consolidated group had continued to exist just
before the start of that quarter; and

(b) the company were the head company of the guotipjust
before the start of that quarter.
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(8) To avoid doubt, this Subdivision does not ggpla company as
the*head company of ‘'@onsolidated group for any time at all if:

(a) subsection (2), (3) or (4), and subsectionw®uld, apart
from this subsection, apply to the company; but

(b) the time at which this Subdivision would stagplying to the
company under subsection (5) is before the tinvehith this
Subdivision would start to apply to the companyamd
subsection (2), (3) or (4).

(9) To avoid doubt, and apart from the operatibsutrsection (7), this
Subdivision may apply to a company as‘thead company of a
*consolidated group at a time when the companytisnfact the
head company of the group.

Note: An example of this is when an interposed camybecomes the new
head company of a consolidated group. Under thisogeand
section 45-740, this Subdivision may start applyimthe company as
if it had already become the head company whexribt yet such a

company.
6 Section 45-720 in Schedule 1 (link note)

Repeal the link note, substitute:

Note: You stop being an annual payer when this Biddn starts applying
to you as the head company of a consolidated gismep:
section 45-160.

7 Before section 45-755 in Schedule 1
Insert (after the group heading):

45-740 Change of head company

Object

(1) The object of this section (except subsed@)his to ensure that,
for the purposes of this Part, when a company besdire new
*head company of ‘@onsolidated group:

(a) the company inherits the history of the forinead company
of the group; and
(b) the history of the new head company is efietyiignored.

(2) This section applies to'head company of ‘onsolidated group
if:
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(a) the company is an interposed company mentioned
subsection 45-705(4) (an interposed company thaisss
under subsection 124-380(5) of tiheome Tax Assessment
Act 1997that the consolidated group is to continue in
existence at and after the completion time mentanéghat
subsection); and

(b) the conditions in subsection 45-705(4) aresatl in
relation to the interposed company (whether ortiigt
Subdivision applies to the company as the head aagnpf
the group for any period of time).

(3) Everything that happened before the compldiioe in relation to
the company (theriginal company that was théhead company
of the*consolidated group immediately before the comptetio
time:

(a) is taken to have happened in relation tornkerposed
company instead of in relation to the original camg and

(b) is taken to have happened in relation to miterposed
company instead of what would (apart from thisisegtbe
taken to have happened in relation to the inteighasenpany
before the completion time;

just as if, at all times before the completion time
(c) the interposed company had been the origimalpany; and
(d) the original company had been the interposedpany.

(4) To avoid doubt, subsection (3) also coversyhang that,
immediately before the completion time, was talehave
happened in relation to the original company beeaiis

(a) section 701-1 of tHeacome Tax Assessment Act 198ifigle
entity rule); or

(b) section 701-5 of that Act (entry history rule)

(c) section 703-75 of that Act (effects of an iptssed company
becoming théhead company of ‘@onsolidated group); or

(d) section 719-90 of that Act (effects of a cheunfhead
company of &MEC group); or

(e) section 45-710 in this Schedule (single emtitg for the
purposes of this Part), including an applicatiothait section
under Subdivision 45-S in this Schedule; or

(f) this section; or
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(g) section 45-920 in this Schedule (effects ohange of
*provisional head company of a MEC group for theppses
of this Part); or

(h) one or more previous applications of any efphovisions
covered by paragraphs (a) to (g).

(5) In addition, and without affecting subsect{8ix
(&) an assessment of the original company foneome year
that ends before the income year that includesdhgpletion
time; or
(b) an amendment of the assessment;
is taken to be something that had happened totbgpbsed
company, whether or not the assessment or amendsnaaide
before the completion time.

(6) This section has effect for the purposes phapg this Part to
*members of théconsolidated group in relation to @nstalment
guarter of the interposed company that ends dfeecompletion

time.

Note: An assessment mentioned in subsection (5)thaagfore be taken to
be the base assessment of the interposed compatimg fpurposes of
this Part.

(7) Subsections (1) to (6) are to be disregardexpplying

section 45-705 (about the application of this Suisthn to a

company as théhead company of ‘@onsolidated group).

Note: For example, if the Commissioner has giveméaial head company
instalment rate to the original company during arier instalment
quarter, the rate is not, despite this sectiomtéxk as if it had been
given to the interposed company for the purposezdion 45-705.
Subject to the other provisions in that sectiois Subdivision
therefore starts applying to the interposed comparter subsection
45-705(4).

Special rule for the original company

(8) A provision of this Part that applies on atitgrbecoming a
*subsidiary member of ‘@onsolidated group does not apply to the
original company when it is taken to have beconuh sumember
at the completion time as a result of section 708fthelncome
Tax Assessment Act 1997

208 New Business Tax System (ConsolidatidrOther Measures) Act 2003 No. 16,
2003



Consolidation: pay as you go (PAYG) instalmeftshedule 24
Amendment of the Taxation Administration Act 198zt 1

Note: Section 45-755 (the entry rule) thereforesdoat apply to the original
company on the company becoming a subsidiary meoflibe
consolidated group.

8 Subsection 45-760(1) in Schedule 1
Repeal the subsection, substitute:

(1) This section applies to an entity if all oétfollowing conditions
are satisfied:

(a) the entity ceases to bésaibsidiary member of a
“consolidated group during dimstalment quarter of the
*head company of the group;

(b) this Subdivision applies to the head compérty@ group
during that instalment quarter;

(c) the entity does not, at the time it ceasdseta subsidiary
member of the group, become:

(i) a subsidiary member of another consolidatexdigrthe
head company of which is one to which this Subdwis
applies at that time; or

(i) a member (other than thprovisional head company) of
a*MEC group the provisional head company of which
is one to which this Subdivision applies, in aceorck
with Subdivision 45-S, at that time;

(d) this Part applies to the entity under sectibrilO.

9 At the end of section 45-775 in Schedule 1
Add:

Additional applications of subsection (2)

(4) If, after exercising the power in relationth® membership change
under subsection (2) for the first time, and onlihsis of an
assessment (including an amendment) of lead company for
the income year in which the change occurs, oafoearlier year,
the Commissioner has worked out:

(a) another instalment rate under section 45-82thie company
(whether or not the Commissioner has given thattathe
company); or

(b) another amount 6fGDP-adjusted notional tax under
section 45-405 for the company (whether or not the
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Commissioner has notified the company an amount of
instalment based on that other amount);

the Commissioner may again exercise the power under
subsection (2) in relation to the membership chaagéf:
(c) the rate mentioned in paragraph (a) were thst mecent
instalment rate mentioned in paragraph (2)(a); and

(d) the amount of GDP-adjusted notional tax me@ein
paragraph (b) were the amount of GDP-adjusted matti@x
worked out for the purposes of the most recent atnolu
instalment that is mentioned in paragraph (2)(b).

(5) To avoid doubt, in relation to the membersthipnge, the
Commissioner:

(&) may exercise the power under subsection (2ppyying
subsection (4) more than once; but

(b) must not exercise that power more than oncelation to a
particular instalment rate mentioned in paragrap{aj or a
particular amount ofGDP-adjusted notional tax mentioned
in paragraph (4)(b).

10 Subdivision 45-R in Schedule 1 (heading)
Repeal the heading, substitute:

Subdivision 45-R—Special rules for consolidated grgs

11 Section 45-850 in Schedule 1
Repeal the section, substitute:

45-850 What this Subdivision is about

[72)

This Subdivision deals with the application of tR&rt to membern
of a consolidated group after the group has corteedxistence bu
before the members are treated as a single eatithé purposes
of this Part.

—*

This Subdivision also contains special rules iatreh to the
application of Subdivision 45-Q to members of asmidated
group in these circumstances:
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(a) a group whose members were treated as a single
entity under that Subdivision (aature group is
acquired by another group (see section 45-880); or

(b) a member of a mature group ceases to be such a
member and becomes the head company of a hew
group (see section 45-885).

Note: Subdivision 45-S extends the operation of Subdivision so that it
can apply to members of a MEC group. It containsifitadions of
this Subdivision for the purposes of that extenoleeration.

12 Paragraph 45-855(b) in Schedule 1

Repeal the paragraph, substitute:

(b) the period ends before Subdivision 45-Q startgply,
because of subsection 45-705(2) or subparagraph
45-705(3)(c)(ii), (4)(d)(ii) or (iv), to théhead company of
the group;

13 Paragraphs 45-860(1)(a) and (2)(a) in Schedule 1

Omit “during which Subdivision 45-Q starts to appiythe*head
company of the group”, substitute “that includes starting time”.

14 Paragraphs 45-860(1)(b) and (2)(b) in Schedule 1

Omit “the head company during which that Subdivisétarts to apply
to the head company”, substitute “ttead company of the group that
includes the starting time”.

15 Paragraph 45-860(3)(a) in Schedule 1

Omit “Subdivision 45-Q starts to apply to theead company of the
group”, substitute “the starting time”.

16 At the end of section 45-860 in Schedule 1
Add:

(4) For the purposes of this section, sterting timeis the time at
which Subdivision 45-Q starts to apply to thead company of
the group because of subsection 45-705(2) or sabpph
45-705(3)(c)(ii), (4)(d)(ii) or (iv).
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17 At the end of section 45-865 in Schedule 1
Add:
(3) To avoid doubt, if:

(a) during théinstalment quarter or tHeonsolidation
transitional year mentioned in paragraph (2)(a,dhtity is a
*subsidiary member of:

(i) 2 or mor€'consolidated groups; or
(i) one or more consolidated groups and one aerfidEC
groups; and

(b) an amount is taken into account under thaagraph or
paragraph (2)(b) in working out the credit to whibhk*head

company of one of the groups is entitled under
subsection (1);

that amount is not to be taken into account in Wwaylout the
credit to which the head company of another ofélgr®ups is
entitled under that subsection.

(4) A reference in subsection (3) to subsectiQro(jparagraph (2)(a)
or (b) includes a reference to that provision sreixtended
operation in relation to @EC group under Subdivision 45-S.

Note: This section applies to members of a MEC gmwitip the
modifications set out in section 45-930.

18 At the end of Subdivision 45-R in Schedule 1
Add:

45-880 Continued application of Subdivision 45-Qatthe head
company of an acquired group

(1) This section applies to a company for whidhoathe following
conditions are satisfied in relation to a partictiae (thetakeover
time):

(a) just before the takeover time, Subdivisiondapplied to the
company as théhead company of ‘@onsolidated group;
(b) at the takeover time, the company beconieghally-owned

subsidiary of dmember of another consolidated group or
*MEC group;
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(c) that other group is consolidated at or betbestakeover time
under section 703-50 or 719-50 of theome Tax
Assessment Act 1997

(d) the Commissioner receives the choice (or eptimder that
section for the consolidation of that other grooplater than
28 days after the takeover time, or within sucliher period
(if any) as the Commissioner allows;

(e) at the takeover time, Subdivision 45-Q (inahgdthat
Subdivision as applied under Subdivision 45-S) dus
apply to the head company or fipgovisional head company
of that other group.

(2) For the purposes of this Part only, this Aas leffect in relation to
the company and the otHenembers of théconsolidated group
mentioned in paragraph (1)(a) (theserved groupas if, during
the period covered by subsection (5):

(a) the preserved group had continued to exiat@sisolidated
group; and

(b) the company were still tfieead company of the preserved
group; and

(c) Subdivision 45-Q had continued to apply to¢benpany as
the head company of the preserved group; and

(d) an entity, while being ‘@ubsidiary member of the preserved
group, were not treated as a member of the grourtiomed
in paragraph (1)(b) (theew group.

(3) Subsection (2) does not stop the company fyremg a member of
the new group for the purposes of this Part dutfregperiod
covered by subsection (5).

Note: This means, for example, sections 45-8554&r860 apply to the
head company as a member of the new group.

(4) However, for the purposes of applying secd6rB855 to the

company, a reference in that section to an appicaf

section 701-1 of thtncome Tax Assessment Act 189the

company in relation to the period mentioned inis@c45-855 is

taken to be:

(a) areference only to an application of secti®h-1 of that Act

to the company as a member of the new group dtinaig
period; and
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(b) not a reference to an application (becaustilb$ection (2) of
this section) of section 701-1 of that Act to tloenpany as
the*head company of the preserved group during thadgher

(5) This subsection covers the period that sfesta the start of the
*instalment quarter of the company that includegakeover time
and ends at the earlier of the following times:

(a) the end of the instalment quarter of the cangmhuring
which the company ceases to be a member of thegrmwp;

(b) just before the instalment quarter of the canypduring
which the Commissioner gives thaitial head company
instalment rate to thégnead company, or tHgrovisional
head company, of the new group.

(6) The Commissioner may, on the application efcbmpany made
not later than 28 days after the takeover timeyaiuch extension
of time for the purposes of paragraph (1)(d) asrighe considers
appropriate.

(7) To avoid doubt, nothing in this section pretgethe operation of
section 45-755 or 45-760 tmembers of the preserved group
while it continues to exist under subsection (2).

45-885 Early application of Subdivision 45-Q to th head company
of a new group

(1) This section applies to a company for whidhoithe following
conditions are satisfied in relation to a partictiiae (thestarting
time):

(a) just before the starting time, the company a/asbsidiary
member of dconsolidated group, or a member dMEC
group;

(b) just before the starting time, the consolidaieoup or MEC
group was a mature group (see subsection (4));

(c) atthe starting time, either of the followiagplies:

(i) the company ceases to be a subsidiary menflibe o
consolidated group, or a member of the MEC group;

(if) the group ceases to exist (otherwise tharabse a
MEC group or consolidated group‘iweated from the
group, or because iteead company dprovisional
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head company becomesveholly-owned subsidiary of
a member of another mature group);

(d) at the starting time, the company is the hamadpany of
another consolidated group;

(e) within 28 days after the starting time, orhiiitsuch further
period (if any) as the Commissioner allows, the
Commissioner receives the choice to consolidatendtafter
the starting time, that other consolidated grougenn
section 703-50 of thencome Tax Assessment Act 1997

(2) For the purposes of this Part:

(a) the instalment rate that the Commissioneaksi to have
given to the company under paragraph 45-760(2Hg) h
effect as if it were thé&nitial head company instalment rate
for the company as tHaéead company of tHeonsolidated
group mentioned in paragraph (1)(d); and

(b) an instalment rate that would otherwise beniktal head
company instalment rate for the company as the head
company of that consolidated group is not to batée as
that initial head company instalment rate.

Note: This means, subject to the provisions iniseet5-705,
Subdivision 45-Q starts applying to the companthashead company
of the consolidated group at the start of the Instat quarter that

includes the starting time: see subsection (2haff $ection and
paragraph 45-760(2)(a).

(3) The Commissioner may, on the application ef¢bmpany made
within 28 days after the starting time, allow seottension of time
for the purposes of paragraph (1)(e) as he or shsiders
appropriate.

Mature group

(4) For the purposes of this sectioricansolidated group or'tMEC
group is anature groupat a particular time if:
(a) for a consolidated group—Subdivision 45-Q &splo its
*head company at that time; or
(b) for a MEC group—Subdivision 45-Q, as applieder
Subdivision 45-S, applies to itgrovisional head company at
that time.

New Business Tax System (Consolidation and Other veEesgsiict 2003 No. 16, 2003
215



Schedule 24 Consolidation: pay as you go (PAYG) instalments
Part 1 Amendment of the Taxation Administration Act 1953

Subdivision 45-S—MEC groups
Guide to Subdivision 45-S

45-900 What this Subdivision is about

This Subdivision sets out how this Part applieelation to MEC
groups and their members.

Table of sections

Preliminary

45-905  Objects of Subdivision

General modification rules

45-910 Extended operation of Part to cover MEC gsoup

Extended operation of Subdivision 45-Q

45-913  Sections 45-705 and 45-740 do not applyembers of MEC groups
45-915  Application of Subdivision 45-Q to provis@mead company
45-917  Assumption for applying section 45-710 (Erentity rule)

45-920  Change of provisional head company

45-922  Life insurance company

Extended operation of Subdivision 45-R

45-925  Additional modifications of sections 45-8&5td 45-860
45-930  Modifications of sections 45-865 and 45-8mf a related provision
45-935  Additional modifications of section 45-885

[This is the end of the Guide.]

Preliminary

45-905 Objects of Subdivision

The objects of this Subdivision are to:
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(a) extend the operation of this Part (excepteest45-705 and
45-740 and this Subdivision) so that it can applyelation
to "MEC groups and their members; and

(b) modify the rules in this Part for that extedagperation so
that they take account of the special charactesisti MEC
groups.

General modification rules

45-910 Extended operation of Part to cover MEC gnaps

(1) This Part (except sections 45-705 and 45-TDthis Subdivision)
has effect in relation to members 6MMEC group in the same way
in which it has effect in relation fanembers of &consolidated

group.

(2) However, that effect is subject to the mogifions set out in the
following table and elsewhere in this Subdivision.

Modifications of this Part

Iltem A reference in this Part to: Is taken to be aeference to:
1 a”consolidated group "MEC group
2 the *head company of a the*provisional head company of a
*consolidated group “MEC group
3 a“subsidiary member of a a member (other than tfiprovisional
“consolidated group head company) of &MEC group
Exceptions

(3) The modifications set out in the table do ayaply to the following
provisions:

(a) this Subdivision;

(b) subsection 45-30(4) (see section 45-930);

(c) the note at the end of subsection 45-330(5);

(d) note 2 at the end of section 45-700;

(e) sections 45-705 and 45-740 (see sections 354%t915 and
45-920);

(f) subparagraphs 45-760(1)(c)(i) and (ii);
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(g) the note at the end of section 45-850;

(h) sections 45-865 and 45-870 (see section 4%-930

(i) paragraphs (1)(b), (c), (d) and (e), and satise (5), of
section 45-880;

() paragraphs (1)(a), (b) and (c), and subsedcddnof
section 45-885.

Note: The provisions covered by paragraphs (c),(d)(9), (i) and (j) apply
to members of a MEC group without any modifications.

Extended operation of Subdivision 45-Q

45-913 Sections 45-705 and 45-740 do not applyntembers of MEC
groups

In applying Subdivision 45-Q to members 6\MEC group, the
Subdivision has effect as if:

(a) section 45-705 had no effect and section £kl effect
instead; and

(b) section 45-740 had no effect and section 458 effect
instead.

45-915 Application of Subdivision 45-Q to provisinal head
company

Period during which Subdivision applies to provisabhead
company

(1) Subject to sections 45-880 and 45-885 (asegbphder this
Subdivision), Subdivision 45-Q applies to a compasyhe
*provisional head company of ®IEC group during the period:

(a) starting at the start of thimstalment quarter of the company
determined under subsection (2), (3) or (4); and
(b) ending:
(i) atthe end of the instalment quarter of thepany
determined under paragraph (6)(a) or (b); or
(i) just before the instalment quarter of the pamy
determined under paragraph (6)(c).
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Note: The application of Subdivision 45-Q to thewpsional head company
is subject to the modifications set out in thisteecand elsewhere in
this Subdivision.

When the period begins—initial head company instatmate

(2) Subdivision 45-Q starts to apply to a compasyhe'provisional
head company of EC group at the start of dmstalment
guarter under this subsection if, during that qerathe
Commissioner gives the company (as that provisibead
company) théinitial head company instalment rate.

Note: The operation of this subsection may be &ftbby section 45-885 (as
applied under this Subdivision).

When the period begins—group created from cons&digroup

(3) Subdivision 45-Q starts to apply to a compasyh€ provisional
head company of MEC group at the start of dmstalment
quarter (thestarting quarte) under this subsection if all of the
following conditions are satisfied:

(a) during the starting quarter, the Commissias@iotified of
the creation of the MEC group fronieonsolidated group
(see subsection (5));

(b) the company is the provisional head compartheMEC
group when the Commissioner is so notified;

(c) either of the following applies:

(i) Subdivision 45-Q applied to tibead company of the
consolidated group at the end of the previous imstat
quarter,;

(i) the Commissioner gives thaitial head company
instalment rate to the head company of the coresalit]
group during the starting quarter.

Note: For the application of Subdivision 45-Q tbhemd company of a
consolidated group: see section 45-705.

When the period begins—new provisional head company

(4) Subdivision 45-Q starts to apply to a compasyh€ provisional
head company of EC group at the start of dmstalment
guarter (thestarting quarte) under this subsection if both of the
following conditions are satisfied:
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(a) the company is appointed as the provisionat! lempany of
the MEC group under subsection 719-60(3) oflttteme
Tax Assessment Act 198uring the starting quarter;

(b) one of the following applies:

(i) Subdivision 45-Q applied to the former prowisal head
company of the MEC group at the end of the previous
instalment quarter;

(i) the Commissioner gives thimitial head company
instalment rate to the former provisional head canyp
of the MEC group during the starting quarter;

(i) the Commissioner is notified during the stag quarter
of the creation of the MEC group froni@nsolidated
group and Subdivision 45-Q applied to thead
company of the consolidated group at the end of the
previous instalment quarter;

(iv) the Commissioner is notified during the stagtquarter
of the creation of the MEC group from a consolidate
group and the Commissioner gives the initial head
company instalment rate to the head company of the
consolidated group during the starting quarter.

Notification of creation of MEC group from consealidd group

(5) For the purposes of subsections (3) and lt¢)lommissioner is
notified of the creation of &MEC group from dconsolidated
group when the Commissioner receives a noticeeof th
consolidation of the MEC group under subsection40@) of the
Income Tax Assessment Act 1997

When the period ends

(6) Subdivision 45-Q stops applying to a compasyha*provisional
head company of MEC group at the earliest of the following
times after the company becomes the provisiona bempany:

(a) the end of th&nstalment quarter during which the MEC
group ceases to exist (other than becadsersolidated
group is"created from the MEC group);

(b) the end of the instalment quarter during wiadonsolidated
group is created from the MEC group;
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(c) just before the instalment quarter during \whaoother
company is appointed as the provisional head coynpfthe
MEC group under subsection 719-60(3) of liheome Tax
Assessment Act 1997

Note: The operation of this subsection becausatgraph (a) may be
affected by section 45-880 (as applied under thisd&ision).

(7) To avoid doubt, Subdivision 45-Q does not gppla company as
the"provisional head company of RIEC group for any time at all
if:

(a) subsection (2), (3) or (4), and subsectionw®uld, apart
from this subsection, apply to the company; but

(b) the time at which Subdivision 45-Q would stmplying to
the company under subsection (6) is before the ditwehich
that Subdivision would start to apply to the compander
subsection (2), (3) or (4).

(8) To avoid doubt, Subdivision 45-Q may applyatocompany as the
*provisional head company of ®IEC group at a time when the
company is not in fact the provisional head compairiyre group.

Note: An example of this is when a company replacegther company as
the provisional head company of a MEC group. Unldisrgection and
section 45-920, Subdivision 45-Q may start applymthe company
as if it had already become the provisional headpamy when it is
not yet such a company.

45-917 Assumption for applying section 45-710 (siie entity rule)

In applying section 45-710 to members 6MEC group at a
particular time, the company that is tipeovisional head company
of the group at that time must be assumed to béhtred company
of the group at all times during the period:
(a) throughout which the group is in existenceat an
(b) that is all or a part of the income year &f dompany that
includes that particular time.
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45-920 Change of provisional head company

Object

(1) The object of this section (except subsed@his to ensure that,
for the purposes of this Part, when a company besdire new
*provisional head company of ®IEC group:

(a) the company inherits the history of the formevisional
head company; and

(b) the history of the new provisional head conypian
effectively ignored.

(2) This section applies to"provisional head company of MIEC
group (thenew provisional head compayhat is appointed under
subsection 719-60(3) of thecome Tax Assessment Act 18§97
one of the following conditions is satisfied:

(a) the conditions in subsection 45-915(4) aresfsad in
relation to the new provisional head company (Weetdr not
Subdivision 45-Q applies to the company as theipiaval
head company of the group for any period of time);

(b) the new provisional head company is so appdiduring the
“instalment quarter of the company in which the M§Gup
is *created from &consolidated group and either:

(i) the Commissioner gives thimitial head company
instalment rate to thédhead company of the
consolidated group during that instalment quader;

(ii) Subdivision 45-Q applied to the head compahthe
consolidated group at the end of the previous imstat
quarter.

(3) Everything that happened before the stariime in relation to the
company (théormer company that was théprovisional head
company of théMEC group immediately before the starting time:

(a) is taken to have happened in relation to #ve provisional
head company instead of in relation to the fornoengany;
and

(b) is taken to have happened in relation to & provisional
head company instead of what would (apart from this
section) be taken to have happened in relationgméew
provisional head company before the starting time;
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just as if, at all times before the starting time:
(c) the new provisional head company had beeifotineer
company; and
(d) the former company had been the new provisioaad
company.

(4) For the purposes of this section, sterting timeis the time at
which the*cessation event happened to the former company (the
event that results in the appointment of the nesvipronal head
company).

(5) To avoid doubt, subsection (3) also coversyheg that,
immediately before the starting time, was takehawee happened
in relation to the former company because of:

(a) section 701-1 of tHeacome Tax Assessment Act 198iAgle
entity rule); or

(b) section 701-5 of that Act (entry history rule)

(c) section 703-75 of that Act (effects of an iptesed company
becoming théhead company of ‘@onsolidated group); or

(d) section 719-90 of that Act (effects of a chenf head
company of &MEC group); or

(e) section 45-710 in this Schedule (single emtitg for the
purposes of this Part), including an applicatiothatt section
under this Subdivision; or

(f) section 45-740 in this Schedule (effects ofraarposed
company becoming the head company of a consolidated
group for the purposes of this Part); or

(g) this section; or

(h) one or more previous applications of any efphovisions
covered by paragraphs (a) to (g).

(6) In addition, and without affecting subsect{8ix
(&) an assessment of the former company for amacgyear that
ends before the income year that includes thargjaitne; or
(b) an amendment of the assessment;

is taken to be something that had happened toewepnovisional
head company, whether or not the assessment odameat is
made before the starting time.
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(7) This section has effect for the purposes pfyapg this Part to
members of theMEC group in relation to afinstalment quarter
of the new provisional head company that ends #feestarting
time.

Note: An assessment mentioned in subsection (6)theagfore be taken to

be the base assessment of the new provisionaldosapany for the
purposes of this Part.

(8) Subsections (1) to (7) are to be disregardexpplying

section 45-915 (about the application of Subdiviglé-Q to a

company as thgrovisional head company of KIEC group).

Note: For example, if the Commissioner has givemaial head company
instalment rate to the former company during afieranstalment
quarter, the rate is not, despite this sectiomtéxt as if it had been
given to the new provisional head company for theppses of
section 45-915. Subject to the other provisionthat section,

Subdivision 45-Q therefore starts applying to tee/provisional
head company under subsection 45-915(4).

Special rule for the former company

(9) A provision of this Part that applies on atitgrbecoming a
member (other than tHerovisional head company) of IEC
group does not apply to the former company whéedébmes such
a member at the starting time.

Note: Section 45-755 (the entry rule, as appliedenrthis Subdivision)

therefore does not apply to the former companyhercompany
becoming such a member of the MEC group.

45-922 Life insurance company

In applying Subdivision 45-Q to members dMEC group for an
*instalment quarter of th@rovisional head company of the group
in an income year of the provisional head compé#rg/company is
taken to be dlife insurance company for that quarter if:
(a) one or more life insurance companies are mesrifehe
group at any time during that quarter; or
(b) one or more life insurance companies were neesbf the
group at any time during a previous instalment tguanf the
company in that year.
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Extended operation of Subdivision 45-R

45-925 Additional modifications of sections 45-85&8nd 45-860

In applying sections 45-855 and 45-860 to membgas MEC
group, those sections have effect as if, in addlitiothe
modifications set out in the table in section 4891
(a) areference in those sections to subsectief0882) were a
reference to subsection 45-915(2); and
(b) a reference in those sections to subparagraph
45-705(3)(c)(ii), (4)(d)(ii) or (iv) were a refereato
subparagraph 45-915(3)(c)(ii), (4)(b)(ii) or (iv).

45-930 Modifications of sections 45-865 and 45-8@6d a related
provision

(1) In applying sections 45-865 and 45-870, arizbsation 45-30(4)
(which is related to section 45-865), to membera’®EC group,
those provisions have effect as if:

(a) areference in those provisions t@ansolidated group were
a reference to &MEC group; and

(b) areference in those provisions to a MEC gneape a
reference to a consolidated group.
Note: This means a reference in those provisiotisedead company of a
consolidated group has effect as if it were a ezfee to the head
company of a MEC group. Similarly, a reference iosthprovisions

to a subsidiary member of a consolidated grougeffast as if it were
a reference to a subsidiary member of a MEC group.

(2) However, the modifications in subsection (&@)ndt apply to
subsection 45-865(4) and the note at the end tibset5-865.

Note: This means subsection 45-865(4) and theaqéy to members of a
MEC group without any modifications.

45-935 Additional modifications of section 45-885

In applying section 45-885 to members 6MEC group, that
section has effect as if, in addition to the madifions set out in
the table in section 45-910, it had been modifedet out in the
following table:
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Modifications of section 45-885
Item Provision: Modification:

1 Paragraph 45-885(1)(e) The paragraph is takbawe been

replaced by the following paragraph:

(e) within 28 days after the starting time, or
within such further period (if any) as the
Commissioner allows, the Commissioner
receives a notice of the consolidation of
that other MEC group, at and after the
starting time, under section 719-50 of the
Income Tax Assessment Act 1997

2 Subsection 45-885(2) A reference to paragraph 45-760(2)(a) is
(including the note at the  taken to be a reference to that paragraph as
end of the subsection) applied under this Subdivision

3 The note at the end of The reference to section 45-705 is taken to
subsection 45-885(2) be a reference to section 45-915

19 Application of amendments

D The amendment made by item 1 applies onlylatiom to an income
year that begins on or after 1 July 2003.

2) The amendments made by items 2 to 18 applyndrafier 1 July 2002.
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Part 2—Amendment of the Income Tax Assessment
Act 1997

20 Subsection 995-1(1) (definition of consolidation
transitional year)

Repeal the definition, substitute:

consolidation transitional yeafor a*member of dconsolidated
group or a member of MEC group, is an income year for that
member that satisfies both of the following corois:
(a) the group is in existence during all or angt pathat year,;
(b) Subdivision 45-Q in Schedule 1 to thexation
Administration Act 1958including that Subdivision as
applied under Subdivision 45-S in that Schedule):

(i) does not apply at all to tfieead company or the
*provisional head company of the group during that
year; or

(ii) starts to apply at any time during that yaathe head
company or the provisional head company of the grou
because of subsection 45-705(2) or subparagraph
45-705(3)(c)(ii), (4)(d)(ii) or (iv), or subsection
45-915(2) or subparagraph 45-915(3)(c)(ii), (4){pur
(iv), in that Schedule.

21 Subsection 995-1(1)
Insert:

created
(a) a‘*consolidated group isreatedfrom a*MEC group if the
consolidated group comes into existence under
section 703-55 at the time the MEC group ceasesist (as
mentioned in that section); and
(b) a MEC group isreatedfrom a consolidated group if:

(i) the MEC group comes into existence under
section 719-40 when'apecial conversion event
happens to &otential MEC group derived from an
*eligible tier-1 company of &op company; and
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(i) the eligible tier-1 company was thisead company of
the consolidated group (as mentioned in paragraph
719-40(1)(b)).

22 Subsection 995-1(1) (definition of initial head company
instalment rate)

Repeal the definition, substitute:

initial head company instalment ratdor a*head company of a
*consolidated group, or*grovisional head company of IEC
group, is arfinstalment rate worked out on the basis of:

(a) for a group that comes into existence in aorime year under
section 703-50 or 719-50—the fifftase assessment of a
company as the head company of that group for wihieh
*base year is that income year; and

(b) for a group (théater group for which either of the
following conditions is satisfied:

(i) the later group iscreated from a group (tHist group)
that comes into existence under section 703-50 or
719-50;

(i) starting from the first group, consolidateabgps or
MEC groups are successively created, ending in the
creation of the later group;

the first base assessment of a company as tlechegany
of the first group, the later group or any othesugr covered
by subparagraph (ii), for which the base year ésititcome
year in which the first group comes into existence.

Note: For example, subparagraph (b)(ii) coversresoltidated group that is

created from a MEC group, which was in turn creétech a
consolidated group that came into existence uretgion 703-50.

23 Application of amendments

The amendments made by items 20 to 22 apply omfedl July
2002.
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Schedule 25—Value shifting

Income Tax Assessment Act 1997

1 Section 104-5 (table row relating to event numbe r K8)
Omit “104-240", substitute “104-250".

2 Section 136-10 (table row relating to event numb  er G2)
Repeal the row.

3 Section 136-10 (after table row relating to even t number K7)
Insert:

K8 Direct value shifts affecting the*down interest 3-9
equity or loan interests in a
company or trust

4 Subsection 725-240(1) (note)
Omit “104-240", substitute “104-250".

5 Section 725-245 (note)
Omit “104-240" (twice occurring), substitute “106@'.

6 Paragraph 727-355(1)(c)
Omit “for”.

7 Paragraph 727-520(4)(a)
Omit “*loan”, substitute “loan”.

8 After subsection 727-715(3)
Insert:
(3A) If at the time referred to in subsection &3primary interest

covered by that subsection wasading stock or &revenue asset,
its "adjustable value taken into account under thatesiiom is the
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greater of its adjustable value a6 T asset and its adjustable
value as trading stock or a revenue asset.

9 Paragraph 727-715(4)(b)
Repeal the paragraph, substitute:
(b) the start of the most recent period (if any):

() that ended before or at the time of thealisation event;
and

(i) throughout which at least one of the groufitees had
the saméultimate controller as the losing entity or the
gaining entity; and

10 After subsection 727-800(6)
Insert:

(6A) The reduction ofadjustable value that is to be taken into account
under subparagraph (6)(a)(i) for yuity or loan interest in the
*losing entity is:

(a) if the interest i&trading stock immediately before th¥'S
time—the one worked out on the basis of the inteyes
adjustable value under subsection 727-835(2); or

(b) otherwise—the greater or greatest of these:
() the reduction of the interest'sost base;
(i) the reduction of the interest'seduced cost base;

(i) the reduction (if any) worked out on the Isasf the
interest’s adjustable value under subsection 72{84
(about revenue assets).

Income Tax (Transitional Provisions) Act 1997

11 Subsection 723-1(1)
Repeal the subsection, substitute:

(1) Division 723 applies to a realisation everpening on or after
1 July 2002 to a CGT asset that, at the time obtlemnt:

(a) is not a depreciating asset; or
(b) is an item of trading stock; or
(c) is arevenue asset.
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12 Subsection 727-1(1)

After “Division 727", insert “, as inserted by tiNew Business Tax
System (Consolidation, Value Shifting, Demergets@tiner Measures)
Act 2002and amended by tidéew Business Tax System (Consolidation
and Other Measures) Act 2003
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Schedule 26—Loss integrity rules: global
method of valuing assets

Income Tax Assessment Act 1997

1 Subsection 165-115ZD(1)
After “, a loss”, insert “(theealised los¥'.

2 Subsection 165-115ZD(4)
Repeal the subsection, substitute:

Adjusted unrealised loss worked out under thisisect

(4) The adjusted unrealised loss referred to ragraph (2)(a) is
worked out using this method statement:

(@)

Method statement

Step 1. Add up the amount or value of each thing covered b
subsection (5). (If the total exceeds the realisss,
reduce the total by the excess.)

Step 2. Reduce the step 1 amount by so much of the rddtiss
as it is reasonable to conclude is attributablectoeof
these:

a notional capital loss, or a notional reveluss,
that the company has at that last alteration trme i
respect of ACGT asset;

(b) atrading stock decrease in relation to timag for
a CGT asset that wasading stock of the
company at that time.
Note: If the equity or debt is a revenue assetrehésed loss is different

from the loss referred to in subsection (1): sdxssation (9).

232
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3 Paragraph 165-115ZD(5)(a)
Repeal the paragraph, substitute:

(a) itis reasonable to conclude that the thing med attributable
to value that is reflected in what would, if thast alteration
time had been &hangeover time for the company, be a
notional capital gain or notional revenue gain that
company had under section 165-115F at that chaegé¢iove
in respect of ACGT asset; or

4 At the end of section 165-1157D
Add:

If equity or debt is a revenue asset

(9) If the equity or debt is’@aevenue asset at the time of the
“realisation event, subsection (4) applies on tisiskihat the
realised loss is the total of:

(a) the loss (if any)realised for income tax purposes by the
realisation event happening to the equity or delisi
character as &€CGT asset; and

(b) the loss (if any) realised for income tax msgs by the
realisation event happening to the equity or delisi
character as a revenue asset.

Income Tax (Transitional Provisions) Act 1997

5 Subsection 165-115ZD(1)
After “, a loss”, insert “(theealised los¥'.

6 Paragraph 165-115ZD(2)(a)

Omit “loss referred to in paragraph (1)(a)”, sulosé “realised loss (see
subsection (1) or (5), as appropriate, of thisiseft

7 At the end of section 165-1157D
Add:

(5) If the equity or debt is’@aevenue asset at the time of the
*realisation event, subsection (2) applies on tisiskihat the
realised loss is the total of:
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(a) the loss (if any)realised for income tax purposes by the
realisation event happening to the equity or delisi
character as ®CGT asset; and

(b) the loss (if any) realised for income tax msgs by the
realisation event happening to the equity or delisi
character as a revenue asset.

8 Application

The amendments made by this Schedule apply toeaétror after 1 pm
(by legal time in the Australian Capital Territorg 11 November
1999.
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Schedule 27—Venture capital franking

Income Tax Assessment Act 1997

1 At the end of subsection 204-30(6)

Add:

; or (f) the member is entitled td'@x offset under section 210-170
as a result of the distribution.

2 At the end of section 204-30
Add:

(10) A*member of an entity derivesgaeater benefit from franking
creditsthan another member if the first member is entitted*tax
offset under section 210-170 as a result of th&tribution, and the
other member is not.

3 After Division 208
Insert:

Division 210—Venture capital franking

Table of Subdivisions
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Guide to Division 210
210-A Franking a distribution with a venture capaaedit
210-B Participating PDFs

210-C Distributions that are frankable with a veatcapital
credit

210-D Amount of the venture capital credit on dribsition
210-E Distribution statements

210-F Rules affecting the allocation of ventureizdgredits
210-G Venture capital sub-account

210-H Effect of receiving a distribution frankedtlwva venture
capital credit

Guide to Division 210

Table of sections

210-1 Purpose of venture capital franking

210-5 How is this achieved?

210-10  What is a venture capital credit?

210-15  What does the PDF have to do to distrithaectedits?
210-20 Limits on venture capital franking

210-1 Purpose of venture capital franking

The purpose of these rules is to encourage vecapital
investment by superannuation funds and other estitiat deal
with superannuation.

210-5 How is this achieved?

This is done by giving tax benefits to thosetegiwhen they
invest in PDFs, which are the vehicles for ventapital
investment. If the PDF makes a distribution frankeith a venture
capital credit, the relevant venture capital ingeseceives a
certain part of a distribution from the PDF as egeimcome and,
in addition, is entitled to a tax offset equalhe wenture capital
credit.
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210-10 What is a venture capital credit?

(1) There is a venture capital franking sub-actauihe franking
account of each PDF.

(2) Venture capital credits arise in the sub-actduhe PDF pays
income tax that is reasonably attributable to edgiains from
venture capital investments.

210-15 What does the PDF have to do to distributee credits?

Only a participating PDF can distribute ventuagital credits. A
PDF elects to participate by keeping a recordsofénture capital
sub-account.

210-20 Limits on venture capital franking

(1) The venture capital credit on a distributi@migot exceed the
franking credit on the distribution. It is, in tlBense, a species of
franking credit.

(2) A PDF can only distribute venture capital é®d it does it so that
all members of the PDF receive venture capitalitséa
proportion to their holdings.

(3) If a PDF has a venture capital surplus whenakes a distribution,
it must frank the distribution with venture capitaédits.

(4) There are measures to ensure that a PDF dbesaintain a
venture capital deficit over a prolonged period.
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Subdivision 210-A—Franking a distribution with a venture
capital credit

Guide to Subdivision 210-A

210-25 What this Subdivision is about

A PDF can only frank a distribution with a ventwapital credit if
certain conditions are met. These conditions drewan this
Subdivision.

Table of sections

Operative provisions

210-30 Franking a distribution with a venture cabitredit
[This is the end of the Guide.]

Operative provisions

210-30 Franking a distribution with a venture captal credit

An entityfranks a*distributionwith a venture capital credif:
(a) the entity is &participating PDF at the time the distribution
is made; and
(b) the distribution isfrankable with a venture capital credit;
and
(c) the entity allocates*@enture capital credit to the
distribution.
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Subdivision 210-B—Participating PDFs

Guide to Subdivision 210-B

210-35 What this Subdivision is about

A PDF may participate if it elects to keep a recofrits venture
capital sub-account.

Table of sections

Operative provisions

210-40 What is a participating PDF
[This is the end of the Guide.]
Operative provisions

210-40 What is a participating PDF

A "PDF is aparticipating PDF at a particular time if it keeps a
record of its'venture capital sub-account at that time.

Subdivision 210-C—Distributions that are frankablewith a
venture capital credit

Guide to Subdivision 210-C

210-45 What this Subdivision is about

A distribution can only be franked with a ventuspital credit if
all members of the PDF receive distributions inpgamion to their
holdings.

Table of sections
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Operative provisions

210-50  Which distributions can be franked with atuee capital credit?
[This is the end of the Guide.]

Operative provisions

210-50 Which distributions can be franked with a enture capital
credit?

A *distribution by dparticipating PDF igrankable with a venture
capital creditif:

(a) the distribution is &ranked distribution; and
(b) the distribution is made under a resolutiodarmwhich:
(i) distributions are made to all members of tid-Pand

(i) the amount of the distribution panembership interest
is the same for each of those distributions.

Subdivision 210-D—Amount of the venture capital crdit on a
distribution

Guide to Subdivision 210-D

210-55 What this Subdivision is about

The amount of the venture capital credit on a ithstion is that
stated in the distribution statement, unless thewnhexceeds the
franking credit on the distribution.

In that case, the amount of the venture capitalicom the
distribution is taken to be the same as the frankiedit.

Table of sections

Operative provisions

210-60  Amount of the venture capital credit onsridbhution
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[This is the end of the Guide.]

Operative provisions

210-60 Amount of the venture capital credit on aigtribution

(1) The amount of therenture capital credit on*distribution is that
stated in thédistribution statement for the distribution, unlésat
amount exceeds th&anking credit on the distribution.

(2) If the amount of théventure capital credit stated in the
*distribution statement for aistribution exceeds tHéranking
credit on the distribution, the amount of the veatcapital credit is
taken to be the same as the amount of the framkadjt, and not
the amount stated in the distribution statement.

Subdivision 210-E—Distribution statements

Guide to Subdivision 210-E

210-65 What this Subdivision is about

A participating PDF that makes a distribution fradkvith a
venture capital credit must provide additional mfation in the
distribution statement given to the recipient.

Table of sections

Operative provisions

210-70  Additional information to be included whedistribution is franked with a
venture capital credit

[This is the end of the Guide.]
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Operative provisions

210-70 Additional information to be included whera distribution is
franked with a venture capital credit

(1) A™participating PDF that makes distribution*franked with a
venture capital credit must include in fiustribution statement
given to the recipient:

(a) a statement that there ivanture capital credit of a
specified amount on the distribution; and

(b) a statement to the effect that the venturéaagredit is only
relevant for a taxpayer who is:

(i) the trustee of a fund that iS@omplying superannuation
fund in relation to the income year in which the
distribution is made and is not a self managed
superannuation fund (within the meaning of the
Superannuation Industry Supervision Act 1998

(i) the trustee of a fund that i @mplying approved
deposit fundn relation to the income year in which the
distribution is made and is not a self managed
superannuation fund (within the meaning of the
Superannuation Industry Supervision Act 1998

(iii) the trustee of a unit trust that iS@ooled
superannuation trugt relation to the income year in
which the distribution is made; or

(iv) a’life insurance company.

(2) If, under subsection (1), a statement mushbtleded in a
*distribution statement, the distribution statemisiaken not to
have been given unless the statement is included.
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Subdivision 210-F—Rules affecting the allocation ofenture
capital credits

Guide to Subdivision 210-F

210-75 What this Subdivision is about

If a PDF has a venture capital surplus when it rmakdistribution
frankable with venture capital credits, it mustikahe distribution
with venture capital credits.

Table of sections

Operative provisions

210-80  Draining the venture capital surplus whelistribution frankable with
venture capital credits is made

210-81 Distributions to be franked with ventureitaredits to the same extent

210-82  Consequences of breaching the rule in se2fior81

[This is the end of the Guide.]
Operative provisions

210-80 Draining the venture capital surplus when distribution
frankable with venture capital credits is made

(1) If a*participating PDF would otherwise havévanture capital
surplus at the time “aistribution that iSfrankable with a venture
capital credit is made, the PDF must either:

(a) allocate aventure capital credit to the distribution that is
equal to théfranking credit on the distribution; or

(b) allocate a venture capital credit to the dsiiion that either
alone or when added to venture capital creditxatéa to
other distributions made under the resolution efRIDF
under which the distribution in question is madsluces the
surplus to nil, or creates‘aenture capital deficit.
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(2) A*venture capital debit arises fof@articipating PDF when a
*distribution is made if the PDF does not allocateemture capital
credit in accordance with subsection (1). The arhotithe debit
is:

Subsection (1) franked amount  Actual franked amount
where:

actual franked amounis the amount of theventure capital credit
that is allocated to thiaistribution by the PDF (this may be nil).

subsection (1) franked amouri$ the amount of theventure
capital credit that would have been allocated &3 distribution if
the PDF had made the smallest allocation needsalisfy
subsection (1).

210-81 Distributions to be franked with venture caital credits to the
same extent

(1) If a"PDF*franks a'distribution with a venture capital credit, it
must frank each other distribution made under &mesresolution
with a venture capital credit worked out using $aene venture
capital percentage.

(2) Theventure capital percentagir a*distribution is worked out
using the formula:

Amount of the
*venture capital credit
on the distribution
Maximum franking credit
for the distribution

x 100

210-82 Consequences of breaching the rule in secti210-81

If a*PDF*franks a'distribution with a venture capital credit in
breach of section 210-81:
(a) the distribution is taken not to have beenKeal with a
venture capital credit; and
(b) each other distribution made under the sas&ugon is
taken not to have been franked with a venture abgiedit.
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Subdivision 210-G—Venture capital sub-account

Guide to Subdivision 210-G

210-85 What this Subdivision is about

This Subdivision:

creates a venture capital sub-account for ead¥; Bbd

identifies when venture capital credits and deditse in the
sub-account and the amount of those credits anitsgahd

identifies when there is a venture capital swmudeficit in
the sub-account; and

creates a liability to pay venture capital defiai if the
account is in deficit at certain times.

Table of sections

210-90
210-95

The venture capital sub-account
Venture capital deficit tax

Operative provisions

210-100
210-105
210-110

210-115

210-120
210-125
210-130
210-135
210-140
210-145
210-150

Venture capital sub-account
Venture capital credits

Determining the extent to which a frankinedit is reasonably attributable
to a particular payment of tax

Participating PDF may elect to have ventaggtal credits arise on its
assessment day

Venture capital debits

Venture capital debit where CGT limit is eaded

Venture capital surplus and deficit

Venture capital deficit tax

Effect of a liability to pay venture capitiaficit tax on franking deficit tax
Effect of a liability to pay venture capiteficit tax on the franking account
Deferring venture capital deficit
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210-90 The venture capital sub-account

(1)

()

®3)

Each PDF has a venture capital sub-accoditg franking
account. The sub-account exists even if the PDB doeelect to
become a participating PDF by keeping a record of i

To the extent that income tax is reasonalihbatable to capital
gains from venture capital investments, it gensrateenture
capital credit in the sub-account. There are atireumstances in
which a venture capital credit arises.

If a PDF receives a refund of that tax, a uestapital debit will
arise for the PDF. There are other circumstancesghioh a venture
capital debit will arise, such as on the paymera distribution
franked with a venture capital credit.

210-95 Venture capital deficit tax

(1)

(2)

®3)

Venture capital deficit tax is payable if alP®venture capital
sub-account is in deficit at the end of the PDRtoime year, or
immediately before it ceases to be a PDF.

A PDF'’s venture capital sub-account may beeficit, even if its
franking account is not. This can happen becaulseimcome tax
on income of a particular kind (capital gains ontuee capital
investments) gives rise to venture capital creditss means that
when a PDF anticipates a venture capital credg,nibt only
anticipating that income tax will be paid, but thetome tax on
income of that kind will be paid. Although inconaxtmay, in fact,
later be paid, it will not necessarily be incometd kind that
would give rise to a venture capital credit. Thsults in franking
credits arising even while the venture capital aabeunt remains
in deficit.

The discrepancy between the franking accoatartte and the
venture capital sub-account balance can also beisguse venture
capital credits do not necessarily arise at theeséme as the
relevant franking credits and debits (see item theftable in
section 210-105 and item 2 of the table in secibd-120).

[This is the end of the Guide.]
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Operative provisions

210-100 Venture capital sub-account

Each"PDF has aenture capital sub-accounwithin its *franking
account.

Note: The balance in the venture capital sub-adcoard July 2002 will be
either nil or, if the entity has a venture capsaitplus or deficit
immediately before 1 July 2002 under the imputationeme existing
at that time, an amount calculated underlititeme Tax (Transitional
Provisions) Act 1997

210-105 Venture capital credits

The table sets out when a credit arises irivhature capital
sub-account of 8PDF. A credit in a PDF'’s venture capital
sub-account is calledveenture capital credit

Credits in the venture capital sub-account

ltem If: A credit of: Arises on:

1 the"PDF has afranking that part of the the day on which the
credit because it hdpaid a  franking credit that franking credit arises; or
PAYG instalment; and is reasonably if the PDF elects to have
the whole or part of the attributable to the e *venture capital
instalment is reasonably ~ CCT event credit arise on the
attributable to ACGT event assessment day under
in relation to & qualifying section 210-115—on that
SME investment of the PDF day

2 the"PDF has afranking that part of the the day on which the
credit because it hdpaid franking credit that franking credit arises; or
income tax; and is reasonably if the PDF elects to have
the whole or part of the attributable to the  {he*venture capital
payment is reasonably CGT event credit arise on the
attributable to &CGT event assessment day under
in relation to d qualifying section 210-115—on that
SME investment of the PDF day

3 the "PDF incurs a liability to the amount of the  immediately after the
pay”venture capital deficit liability liability is incurred
tax
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210-110 Determining the extent to which a frankingredit is
reasonably attributable to a particular payment oftax

In determining the extent to whicHfaanking credit is reasonably
attributable to 4CGT event in relation to ‘ajualifying SME
investment of théPDF, have regard to:

(a) the extent to which the credit can reasonbelgttributed to
the*payment of a PAYG instalment or the payment of
income tax by the PDF in relation to isection 12477B
SME assessable income for an income year; and

(b) the extent to which the section 124ZZB SMEeasable
income can reasonably be attributed to the CGTteven

210-115 Participating PDF may elect to have ventercapital credits
arise on its assessment day

(1) Before dPDF's assessment day for an income year, the PF ma
elect to have théventure capital credits that arise because of the
*payment of PAYG instalments and income tax durirag tncome
year arise on the assessment day.

(2) The"PDF’sassessment ddgr an income year is the earlier of:
(a) the day on which the PDF furnishes its retifrimcome for
the income year; or
(b) the day on which the Commissioner makes a@saasent of
the amount of the PDF’s taxable income for that yealer
section 166 of thtncome Tax Assessment Act 1936

210-120 Venture capital debits

The table sets out when a debit arises irftbature capital
sub-account of &DF. A debit in a PDF’s venture capital
sub-account is calledweenture capital debit

Debits in the venture capital sub-account
Item If: A debit of: Arises on:

1 the*PDF makes a the amount of the the day on which the
“distribution”franked with  “venture capital credit distribution is made
a venture capital credit
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Debits in the venture capital sub-account

Item If: A debit of: Arises on:

2 the*PDF receives a that part of the refund the day on which the
*franking debit as a result that is attributable to franking debit arises; or
of a”refund of income tax; @ payment of a if the venture capital
and PAYG instalmentor  credit did not arise until

all or part of the refund is & Payment ofincome g |ater day—that later

attributable to dpayment 12X thatgaverise to a qay
of a PAYG instalment or a YENture capital credit
payment of income tax thatOf the PDF

gave rise to aventure

capital credit of the PDF

3 a"venture capital debit the amount of the the day on which the
arises for théPDF under  venture capital debit *distribution giving rise
subsection 210-80(2) arising under that to the venture capital

subsection debit is made

4 the Commissioner makes athe amount of the tax on the day on which
determination under offset the franking debit
paragraph 204-30(3)(a) arises
giving rise to a franking
debit for the"PDF
(streaming distributions);
and

the “imputation benefit
underlying the
determination is atax
offset under

section 210-170

5 a"venture capital debit the amount of the the last day of the
arises for théPDF under ~ excess income year
section 210-125 because
its net venture capital
credits for an income year
exceed certain limits

210-125 Venture capital debit where CGT limit is gceeded

(1) A*venture capital debit arises fofRDF where the PDF’s net
venture capital credits for the income year exagkidhever is the
lesser of:
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(a) the PDF's CGT limit for that income year; and

(b) the tax paid by the PDF on iSME income component for
that income year.

Net venture capital credits

(2) The"PDF’snet venture capital creditfor the income year is:
Venture capital credits- Venture capital debits
where:

venture capital creditss the total'venture capital credits of the
“PDF that relate to tax in relation to taxable ineomh that income
year.

venture capital debitss the total venture capital debits of the
“PDF that relate to tax in relation to taxable ineomh that income
year.

CGT limit

(3) The*PDF'sCGT limit for the income year is worked out using the
formula:

Ordinary capital gains from
venture capital CGT events *Section 124ZZB SM

Ordinary capital gains . assessable incomeEX SME tax rate
from all SME CGT events

where:

ordinary capital gains from all SME CGT eventseans the total
of the*ordinary capital gains for the income yearf6GT events
in relation to'SME investments of thé°DF.

ordinary capital gains from venture capital CGT a#s means the
total of “ordinary capital gains for the income yearf6GT events
in relation to shares in companies that"auealifying SME
investments.

SME tax rateis the tax rate applicable to tf@ME income
component of théPDF for the income year.
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Tax paid by the PDF on its SME income component

(4) Thetax paid by the PDF on its SME income compondat the
income year is the tax paid by tHeDF on its'SME income
component after allowinffax offsets referred to in section 4:10

210-130 Venture capital surplus and deficit

(1) A*PDF's”venture capital sub-account issarplusat a particular
time if, at that time, the sum of theenture capital credits in the
account exceeds the sum of thenture capital debits in the
account. The amount of tlventure capital surpluss the amount
of the excess.

(2) A*PDF's”venture capital sub-account isdgficit at a particular
time if, at that time, the sum of theenture capital debits in the
account exceeds the sum of thenture capital credits in the
account. The amount of thhenture capital deficiis the amount of
the excess.

(3) A"PDF's"venture capital sub-account may bédeficit even
though its'franking account as a whole is‘isurplus. Similarly, a
PDF’s venture capital sub-account may be in surplgs though
its franking account as a whole is in deficit.

210-135 Venture capital deficit tax

(1) While recognising that an entity may anticggatenture capital
credits wherifranking*distributions, the object of this section is to
prevent those credits from being anticipated indedfiy by
requiring the entity to reconcile itgenture capital sub-account at
certain times and levying tax if the account isdgficit.

(2) An entity is liable to pajventure capital deficit tax imposed by the
New Business Tax System (Venture Capital Defici} Aat 2003f
its “venture capital sub-account is"eficit at the end of an
income year.

(3) An entity is liable to pajventure capital deficit tax imposed by the
New Business Tax System (Venture Capital Deficit Aat 2003
if:
(a) it ceases to be'RDF; and
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(b) immediately before it ceases to be a PDFyisture capital
sub-account is ifdeficit.

210-140 Effect of a liability to pay venture capdl deficit tax on
franking deficit tax

(1) If an entity is liable to pafventure capital deficit tax under
subsection 210-135(2) becaus€ Wtsnture capital sub-account is
in *deficit at the end of an income year, the amodrar(y) of
*franking deficit tax that the entity would otherwibe liable to pay
under subsection 205-45(2) becauséfinking account is in
*deficit at that time is reduced by the amount eflthbility for
venture capital deficit tax.

(2) If an entity is liable to pajwenture capital deficit tax under
subsection 210-135(3) because it ceases td' BBE during an
income year, the amount (if any) ‘dfanking deficit tax that the
entity would otherwise be liable to pay under sghea 205-45(3)
because it ceases to b&ranking entity at that time is reduced by
the amount of the liability fotventure capital deficit tax.

210-145 Effect of a liability to pay venture capdl deficit tax on the
franking account

(1) If an entity incurs a liability to pdyenture capital deficit tax, a
*franking credit arises for the entity immediatefieathe liability
arises (theelevant day.

(2) The amount of thdranking credit is equal to:

(a) if no liability to pay'franking deficit tax arises on the
relevant day—the amount of theenture capital deficit tax;
or

(b) if a liability to pay franking deficit tax adsarises on the
relevant day—the amount of the venture capitalottetfix
reduced by the amount of the franking deficit tax.

210-150 Deferring venture capital deficit

(1) The object of this section is to ensure tma¢atity does not avoid
*venture capital deficit tax by deferring the timendich a
*venture capital debit occurs.
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(2) A’refund of income tax for an income year is takehawe been
paid to an entity immediately before the end of yfear for the
purposes of subsection 210-135(2), if:

(a) the refund is paid within 3 months after the ef that year;
and

(b) the entity’s' venture capital sub-account would have been in
*deficit, or in deficit to a greater extent, at #ved of the
previous income year if the refund had been receiivehe
previous income year.

(3) If an entity ceases to béRDF during an income year; @&fund of
income tax is taken to have been paid to it imntedidbefore it
ceased to be a PDF, for the purposes of subsexti@i35(3), if:

(a) the refund is attributable to a period inykar during which
the entity was a PDF; and

(b) the refund is paid within 3 months after tidity ceases to
be a PDF; and

(c) the*venture capital sub-account of the entity wouldehav
been in"deficit, or in deficit to a greater extent, immeeig
before it ceased to be a PDF if the refund had besgived
before it ceased to be a PDF.

Subdivision 210-H—Effect of receiving a distribution franked
with a venture capital credit

Guide to Subdivision 210-H

210-155 What this Subdivision is about

A superannuation fund or other entity that deat wi
superannuation that receives a distribution frankitld a venture
capital credit is entitled to a tax offset equattte credit.

Table of sections

210-160 The significance of a venture capital dredi
210-165 Recipients for whom the venture capitalitisdhot significant
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Operative provisions

210-170 Tax offset for certain recipients of distitions franked with venture capital
credits

210-175 Amount of the tax offset

210-180 Application of Division 207 where the reeift is entitled to a tax offset
under section 210-170

210-160 The significance of a venture capital créd

(1) The venture capital credit on a distributieronly significant in the
hands of a relevant venture capital investor (ladlgia
superannuation fund or other entity that deals with
superannuation).

(2) That investoreceives a tax offset. In most cases, this wikgeal
to the venture capital credit.

(3) Under section 124ZM of tHacome Tax Assessment Act 19Bat
part of the distribution that is franked with a wme capital credit
is also treated as exempt income in the handseofntity.

210-165 Recipients for whom the venture capital edit is not
significant

(1) For other entities, the fact that all or pafrthe franking credit on a
distribution is also a venture capital credit candnored.

(2) The franking credit will either generate agg-ap of the entity’s
assessable income and a corresponding tax offdet un
Division 207 or, if the right to make an electiomder
section 124ZM of théncome Tax Assessment 198@éxercised,
the franked part of the distribution will be tredifiess exempt
income.

(3) The unfranked part of the distribution is tezhas exempt income
under section 124ZM of tHacome Tax Assessment Act 1936

[This is the end of the Guide.]

254 New Business Tax System (ConsolidatidrOther Measures) Act 2003 No. 16,
2003



Venture capital frankingSchedule 27

Operative provisions

210-170 Tax offset for certain recipients of distbutions franked
with venture capital credits

(1) The recipient of &distribution*franked with a venture capital
credit is entitled to &ax offset for the income year in which the
distribution is made if:

(a) the recipient is a relevant venture capitaéstor; and
(b) the recipient is not:
(i) a*partnership; or
(ii) atrustee (other than the trustee of an klegentity
within the meaning of Part IX of tHacome Tax
Assessment Act 193&nd
(c) the recipient satisfies thieesidency requirement for an entity
receiving a distribution; and
(d) the distribution is ndiexempt income of the recipient
(ignoring section 124ZM of thincome Tax Assessment Act
1936; and
(e) the recipient is not a qualified person iratiein to the
distribution for the purposes of Division 1A of PHIAA of
thelncome Tax Assessment Act 1.9&td
(f) the distribution is not part of ‘@ividend stripping operation;
and
(g) the Commissioner has not made a determinatioler
paragraph 204-30(3)(c) that fisnputation benefit is to arise
for the receiving entity in respect of the disttibn; and
(h) the Commissioner has not made a determinatioler
paragraph 177EA(5)(b) that no imputation benefibiarise
in respect of the distribution to the recipient.

Relevant venture capital investors

(2) The following entities areelevant venture capital investors

(a) the trustee of a fund that iScamplying superannuation fund
in relation to the income year in which ttaéstribution is
made and is not a self managed superannuation(fitidn
the meaning of th8uperannuation Industry Supervision Act
1993;
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(b) the trustee of a fund that iS@mplying approved deposit
fund in relation to the income year in which thstdbution
iIs made and is not a self managed superannuatiah fu
(within the meaning of th8uperannuation Industry
Supervision Act 1993

(c) the trustee of a unit trust that ispmoled superannuation
trust in relation to the income year in which thstribution
is made;

(d) a’life insurance company.

210-175 Amount of the tax offset

Where the recipient is not a life insurance company

(1) If the entity receiving th&istribution is not dlife insurance
company, thétax offset is equal to tHeenture capital credit on
the distribution.

Where the recipient is a life insurance company

(2) If the entity receiving thidistribution is dlife insurance
company, thétax offset is worked out using the formula:

*Complying superannuation class

Tax offset to which of taxable income
the entity would otherwisex ,
be entitled Total income
where:

complying superannuation class of taxable incommeans the
*complying superannuation class of taxable incombef
company for the income year in which flstribution is made.

tax offset to which the entity would otherwise batiled is the
“tax offset that the company would be entitled tdem
subsection (1) if the entity were not a life ingwr@ company.

total incomeis the company’s assessable income for the income
year.
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210-180 Application of Division 207 where the repient is entitled to
a tax offset under section 210-170

If the recipient of &distribution*franked with a venture capital
credit is entitled to &tax offset under section 210-170,

Division 207 does not apply to thigtart of the distribution that is
venture capital franked.

4 Subsection 995-1(1) (definition of  deficit)
Repeal the definition, substitute:

deficit:
(a) section 205-40 sets out whefif@nking account is in deficit;
and

(b) section 208-125 sets out when"arempting account is in
deficit; and
(c) section 210-130 sets out whefvanture capital sub-account
is in deficit.
5 Subsection 995-1(1)
Insert:

frank with a venture capital credihas the meaning given by
section 210-30.

6 Subsection 995-1(1)
Insert:

frankable with a venture capital credhias the meaning given by
section 210-50.

7 Subsection 995-1(1)
Insert:

ordinary capital gainhas the meaning given by section 124ZW of
thelncome Tax Assessment Act 1936

8 Subsection 995-1
Insert:

participating PDF has the meaning given by section 210-40.
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9 Subsection 995-1(1)

qualifying SME investmentmeans afiSME investment that is
made in accordance with Division 1 of Part 4 of Re®led
Development Funds Act 1997.

10 Subsection 995-1(1)

section 124ZZB SME assessable incofoea*PDF for an income
year is the assessable income allocated to thesPEME
assessable income for the income year under sek@nZB of
thelncome Tax Assessment Act 1936

11 Subsection 995-1(1)
Insert:

SME income componeriias the same meaning as in
section 124ZU of thencome Tax Assessment Act 1936

12 Subsection 995-1(1)
Insert:

SME investmenthas the meaning given by section 124ZW of the
Income Tax Assessment Act 1936

13 Subsection 995-1(1) (definition of  surplus)
Repeal the definition, substitute:

surplus

(a) section 205-40 sets out whefif@nking account is in
surplus; and

(b) section 208-125 sets out when"arempting account is in
surplus; and

(c) section 210-130 sets out whethvanture capital sub-account
is in surplus.

14 Subsection 995-1(1)
Insert:

venture capital credihas the meaning given by section 210-105.
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15 Subsection 995-1(1)
Insert:

venture capital debibas the meaning given by section 210-120.

16 Subsection 995-1(1)
Insert:

venture capital deficihas the meaning given by section 210-130.

17 Subsection 995-1(1)
Insert:

venture capital deficit taxmeans tax imposed under tRew
Business Tax System (Venture Capital Deficit TaxkRB803

18 Subsection 995-1(1)
Insert:

venture capital sub-accounneans a sub-account that arises under
section 210-100.

19 Subsection 995-1(1)
Insert:

venture capital surpludas the meaning given by section 210-130.
Income Tax (Transitional Provisions) Act 1997

20 After Division 205
Insert:

Division 210—Venture capital franking

210-1 Order of events provision

The venture capital sub-account of a PDF underIPAA of the
Income Tax Assessment Act 19B& old sub-accountis closed
off at the end of 30 June 2002 and an opening balencreated in
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the PDF’s venture capital sub-account under se@idr100 of the
Income Tax Assessment Act 1897ollows:

(a) any estimated venture capital debits in tkesob-account at
the end of 30 June 2002 are washed out of the atcoder
section 210-5; and

(b) then:

(i) inthe case of a PDF whose 2001-02 frankinay ynds
on 30 June 2002 under Part IIIAA of thrcome Tax
Assessment Act 1938he PDF's venture capital
sub-account balance is converted under sectiorl@10-
to a tax paid basis; and

(ii) in the case of a PDF whose 2001-02 frankiagryends
before 30 June 2002 under Part IlIAA of theome
Tax Assessment Act 193¢he PDF’s venture capital
sub-account balance is converted under sectiorl310-
to a tax paid basis.

210-5 Washing estimated venture capital debits owif the old
sub-account before conversion

If, under Part IlIAA of thdncome Tax Assessment act 198é
termination time in relation to an estimated veatcapital debit of
a PDF would, but for this section, occur after¢ine of 30 June
2002, it is taken to have occurred at the end afug 2002.

210-10 Converting the venture capital sub-accourtalance to a tax
paid basis—PDFs whose 2001-02 franking year ends on
30 June 2002

(1) This section applies to PDFs whose 2001-02kfrey year ends on
30 June 2002 under Part IIIAA of tlhecome Tax Assessment Act
1936(the 1936 Ac).

(2) If the PDF has a venture capital surplus uidat [IIAA of the
1936 Act at the end of 30 June 2002:
(a) no venture capital credit arises under sedBRONSEE of
that Act because of the surplus; and
(b) a venture capital credit arises on 1 July 2@0Re venture
capital sub-account established under section P00s1 the
Income Tax Assessment Act 1887the PDF.
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(3) The amount of the venture capital credit isked out using the
following formula:

Amount of the
venture capital surplus . 30
at the end of 30 June 2002 70
under the 1936 Act

210-15 Converting the venture capital sub-accourtalance to a tax
paid basis—PDFs whose 2001-02 franking year ends
before 30 June 2002

(1) This section applies to PDFs whose 2001-02kirey year ends
before 20 June 2002 under Part IlIAA of theome Tax
Assessment 193611936 Ac).

(2) If, but for this subsection, the PDF would éavventure capital
surplus under Part IlIAA of the 1936 Act at the ei®80 June
2002 (theoriginal surplus):

(a) aventure capital debit equal to the origgaplus is taken to
arise for the PDF under Part llIAA of the 1936 Atthe end
of 30 June 2002; and

(b) a venture capital credit arises on 1 July 2@QRe venture
capital sub-account established under section P0D0s1 the
Income Tax Assessment Act 1991997 Acj for the PDF.

(3) The amount of the venture capital credit isked out using the
formula:

Amount of the 30
original surplus™ 7

(4) If, but for this subsection, the PDF would éa/venture capital
deficit under Part llIAA of the 1936 Act at the eofi30 June 2002
(theoriginal deficit):

(a) aventure capital credit equal to the origiteficit is taken to
arise for the PDF under Part llIAA of the 1936 Atthe end
of 30 June 2002; and

(b) a venture capital debit arises on 1 July 206GRe venture
capital sub-account established under section P00s1 the
1997 Act for the PDF.
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(5) The amount of the venture capital debit iskedrout using the
formula:

Amount of the 30
original deficit © 7

21 Application

D The amendments made by items 1 and 2 of thisd&de apply to
distributions made after 30 June 2002.

2) The amendments made by items 3 to 19 of thHie@de apply to events
that occur after 30 June 2002.
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Schedule 28—Machinery provisions for
simplified imputation system

Income Tax Assessment Act 1997

1 Subsections 202-75(2) and (3)
Repeal the subsections, substitute:

(2) The statement must be given on or before dyeoth which the
*distribution is made, unless the entity is allouedgjive the
statement at a later time under subsection (3).

(3) If the entity is dprivate company for the income year in which the
*distribution is made, the statement must be given:

(a) before the end of 4 months after the end@fribome year in
which the distribution is made; or

(b) before the time determined by the Commissicmeler
subsection (5);

whichever is later.

(4) However, the entity is not allowed to give #tatement at a later
time under subsection (3) if the statement indc#tat &franking
credit has been allocated to fhastribution and the franking credit
would, either alone or when added to other frankireglits
allocated to other distributions made by the emtitying the
income year, result in the entity having a liaifior *franking
deficit tax, or an increased liability for frankigficit tax, at the
end of the income year.

Note: The combined effect of subsections (3) ands(that a private

company can retrospectively frank a distributioumt, tot so as to
create or increase a liability for franking defitzk.

(5) The Commissioner may determine in writing thgtrivate
company may give the statement before a time spdaii the
determination.

2 At the end of subsection 204-75(4)
Add:
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and must be given to the Commissioner:

(a) if the entity is required to give the Commisgr a'franking
return for the income year in which the currenhkiag
period occurs—with that return; or

(b) otherwise—within one month after the end @&f ithcome
year in which the current franking period occurs.

Note: See Subdivision 214-A for requirements teedive Commissioner
franking returns.

3 After Division 210
Insert:

Division 214—Administering the imputation system

Table of Subdivisions

Guide to Division 214
214-A  Franking returns
214-B Franking assessments
214-C  Amending franking assessments
214-D Collection and recovery

214-E Records, information and tax agents
Guide to Division 214

Table of sections

214-1 Purpose of the system
214-5 Key features

214-1 Purpose of the system

These provisions:

(a) allow the Commissioner to gather sufficieribimation to
determine whether tax is payable by a corporatetaixy
under the imputation system; and
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(b) provide for the Commissioner to assess theuanof tax
that is payable; and

(c) specify when the tax is payable; and

(d) establish systems to support the assessmerodiaction of
the tax.

214-5 Key features

(1) Initial information about a corporate tax éyifi franking activities
is provided by means of a return, called a frankatgrn, given by
the entity to the Commissioner.

(2) The Commissioner is able to require corpotateentities to give a
franking return for an income year by publishingatice in the
Gazette

(3) The Commissioner is also able to require &iqadar corporate tax
entity to give a franking return for one or moreame years. The
Commissioner might do this, for example, if the @uissioner
wishes to audit the corporate tax entity’s frankdgjvities over a
number of years.

(4) The Commissioner may assess whether tax shp@aynder the
imputation system and the amount of that tax.

(5) In most cases, this is done by treating ttst feturn of a corporate
tax entity for an income year as an assessmeriteby t
Commissioner. To this extent, there is self-asseasm

(6) An assessment by the Commissioner is con@usiidence of a
corporate tax entity’s tax liabilities under thepmtation system,
except for the purposes of objection, review arkapprocesses
under Part IVC of thd@ax Administration Act 195&ee
section 177 of thtncome Tax Assessment Act 1886
sections 214-50 and 214-85 of this Act).

(7) Assessments can be amended by the Commissiither certain
time limits.
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Subdivision 214-A—Franking returns

Guide to Subdivision 214-A

214-10 What this Subdivision is about

A franking return for an income year provides tra®nissioner
with information about a corporate tax entity’srfkang activities
during that year.

Table of sections

Operative provisions

214-15
214-20
214-25
214-30
214-35
214-40
214-45
214-50

Notice to give a franking return—generalcet
Notice to a specific corporate tax entity
Content and form of a franking return
Franking account balance

Venture capital sub-account balance
Meaning ofranking tax

Effect of a refund on franking returns
Evidence

[This is the end of the Guide.]

Operative provisions

214-15 Notice to give a franking return—general nice

(1) The Commissioner may publish a notice in@azetterequiring
each’corporate tax entity to which the notice appliegit@ the
Commissioner &franking return for an income year specified in
the notice.

(2) An entity to which the notice applies must @iynwith the
requirement within the time specified in the noticewithin any
further time allowed by the Commissioner.
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214-20 Notice to a specific corporate tax entity

(1) The Commissioner may give @orporate tax entity a written
notice requiring the entity to give the Commissioa&ranking
return for an income year specified in the notice.

(2) The entity must comply with the requirementhivi the time

specified in the notice, or within any further timkowed by the
Commissioner.

(3) The entity must comply with the requiremerganalless of whether
the entity has given, or has been required to ghes,
Commissioner a return under section 214-15.

214-25 Content and form of a franking return

(1) A*corporate tax entity must include the followingdrhation in
its *franking return for an income year:

(a) if the entity is &franking entity at the end of the income
year—its*franking account balance at the end of the income
year; and

(b) if the entity ceased to be a franking entityidg the income
year—its franking account balance immediately befor
ceased to be a franking entity; and

(c) if the entity is dPDF at the end of the income year—its
“venture capital sub-account balance at the engeahtome
year; and

(d) if the entity ceased to be a PDF during tloeine year—its
venture capital sub-account balance immediatelgreat
ceased to be a PDF; and

(e) the amounts (if any) éfranking tax which the entity is liable
to pay because of events that have occurred, dakea to
have occurred, during the income year; and

(f) any other information required by the Comnuser for the
purposes of administering this Part.

(2) The return must be in writing in the approyean.
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214-30 Franking account balance

A "corporate tax entity’franking account balanceat a particular
time is:
(a) if the entity has dranking surplus or &ranking deficit at
that time—the amount of the surplus or deficit; or

(b) if the entity does not have a franking surgus franking
deficit at that time—nil.

214-35 Venture capital sub-account balance

A *PDF’sventure capital sub-account balana a particular time
is:

(a) if the PDF has aventure capital surplus or‘@enture capital
deficit at that time—the amount of the surplus efiait; or

(b) if the entity does not have a venture caitaeplus or a
venture capital deficit at that time—nil.

214-40 Meaning ofranking tax

Each of the following is franking tax:
(a) *franking deficit tax;
(b) "over-franking tax;
(c) "venture capital deficit tax.

214-45 Effect of a refund on franking returns

If no franking return is outstanding

(1) If:
(a) a"corporate tax entity receivesmfund of income tax; and
(b) the receipt of the refund gives rise to ailigh or an
increased liability, to palfranking deficit tax because of the
operation of subsection 205-50(2) or (3); and
(c) when the refund is received, the entity dagshave a
*franking return that iSoutstanding for the income year in
which the liability arose;
the entity must give the Commissioner a frankirigmefor the
income year within 14 days after the refund is ek

268 New Business Tax System (ConsolidatidrOther Measures) Act 2003 No. 16,
2003



Machinery provisions for simplified imputation sgst Schedule 28

Refund received within 14 days before an outstanfiamking
return is due

(2) If:
(a) an entity receives aefund of income tax; and

(b) the receipt of the refund gives rise to ailih or an
increased liability, to palfranking deficit tax because of the
operation of subsection 205-50(2) or (3); and

(c) when the refund is received, the entity h&samking return
that is*outstanding for the income year in which the lidpil
arose; and

(d) the entity receives the refund within the pdrof 14 days
ending on the day by which the outstanding retunstrbe
given to the Commissioner;

the entity may, instead of accounting for the lighior increased
liability, in the outstanding return, account foir a further return

given to the Commissioner within 14 days afterréffend is
received.

Meaning ofoutstanding

(3) A*franking return for an income yearaststandingat a particular
time if each of the following is true at that time:

(a) the"corporate tax entity has been required to gilfeaaking
return for the income year;

(b) the time within which the franking return mist given has
not yet passed;

(c) the franking return has not yet been given.
214-50 Evidence

Section 177 of thlncome Tax Assessment Act 18BPlies as if a
reference in that section to a return includedereace to a
*franking return.
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Subdivision 214-B—Franking assessments

Guide to Subdivision 214-B

214-55 What this Subdivision is about

The Commissioner may make an assessment of a ategax
entity’s liability to pay franking tax, and the friking account
balance and the venture capital sub-account balameéhich that
liability is based. An entity’s first return for ancome year is
treated as an assessment by the Commissionerislextent, therg
is self-assessment.

Table of sections

Operative provisions

214-60 Commissioner may make a franking assessment

214-65 Commissioner taken to have made a frankisgsasnent on first return
214-70  Part-year assessment

214-75  Validity of assessment

214-80  Objections

214-85 Evidence

[This is the end of the Guide.]

Operative provisions

214-60 Commissioner may make a franking assessment

(1) The Commissioner may make an assessment of:

(a) if a"corporate tax entity is dranking entity at the end of the
income year—it$franking account balance at the end of the
income year; and

(b) if a corporate tax entity ceased to be a firsgnlentity during
the income year—its franking account balance imuety
before it ceased to be a franking entity; and
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(c) if a corporate tax entity is"®DF at the end of the income
year—its*venture capital sub-account balance at the end of
the income year; and

(d) if a corporate tax entity ceased to be a Pying the
income year—its venture capital sub-account balance
immediately before it ceased to be a PDF; and

(e) the amounts (if any) éfranking tax which the entity is liable
to pay because of events that have occurred, dakea to
have occurred, during the income year.

This is afranking assessmerfor the entity for the income year.

(2) The Commissioner must give the entity notitthe assessment as
soon as practicable after making the assessment.

(3) The notice may be included in a notice of ather assessment
under this Act.

214-65 Commissioner taken to have made a frankingssessment on
first return

1) If:

(a) a*corporate tax entity gives the Commissioné&franking
return for an income year on a particular day (gtarn
day); and

(b) the return is the first franking return givieythe entity for
the year; and

(c) the Commissioner has not already matfeamking
assessment for the entity for the year;

the Commissioner is taken to have made a franlésgssment for
the entity for the year on the return day, andaeehassessed:

(d) the entity’s'franking account balance at a particular time as
that stated in the return as the balance at timat tand

(e) the entity’Sventure capital sub-account balance (if any) at a

particular time as that stated in the return adtiance at
that time; and

() the amounts (if any) dfranking tax payable by the entity
because of events that have occurred, or are talkesve

occurred, during that income year as those statéuki
return.
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(2) The return is taken to be notice of the assess$ signed by the
Commissioner and given to the entity on the retlay

214-70 Part-year assessment

(1) The Commissioner may, at any time during @oime year, make
a*franking assessment fof eorporate tax entity for a particular
period within that year as if the beginning and efithat period
were the beginning and end of an income year.

(2) This Part applies, for the purposes of thaeasment, as if the
beginning and end of the period were the beginaimdjend of an

income year.

214-75 Validity of assessment

The validity of d'franking assessment is not affected because any
of the provisions of this Act have not been congligth.

214-80 Objections

If a*corporate tax entity is dissatisfied withfeanking assessment

made in relation to the entity, the entity may cbggainst the
assessment in the manner set out in Part [VC of dxation

Administration Act 1953

214-85 Evidence

Section 177 of thetncome Tax Assessment Act 18pPlies as if a
reference in that section to an assessment on@eraftassessment

included a reference to"franking assessment or a notice of a
franking assessment, as required.
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Subdivision 214-C—Amending franking assessments

Guide to Subdivision 214-C

214-90 What this Subdivision is about

The Commissioner may amend franking assessmeritsitrtair
time limits.

Table of sections

Operative provisions

214-95  Amendments within 3 years of the originakeasment

214-100 Amended assessments are treated as fraaddegsments

214-105 Further return as a result of a refundctiffg a franking deficit tax liability
214-110 Later amendments—on request

214-115 Later amendments—failure to make propeiatisre

214-120 Later amendments—fraud or evasion

214-125 Further amendment of an amended particular

214-130 Other later amendments

214-135 Amendment on review etc.

214-140 Notice of amendments

[This is the end of the Guide.]

Operative provisions

214-95 Amendments within 3 years of the originalssessment

(1) The Commissioner may amentfranking assessment for a
*corporate tax entity for an income year at any tilagng the
period of 3 years after tHeriginal franking assessment day for the
entity for that year.

(2) Theoriginal franking assessmenday for a*corporate tax entity
for an income year is the day on which the fifstnking
assessment for the entity for the income year idema
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214-100 Amended assessments are treated as frarnkmssessments

Once an amendéttanking assessment for a corporate tax entity

for an income year is made, it is taken to fenaking assessment
for the entity for the year.

214-105 Further return as a result of a refund a#cting a franking
deficit tax liability

1) If:

(a) a"franking assessment for eorporate tax entity for an
income year has been made; and

(b) on a particular day (tHarther return day) the entity gives
the Commissioner a further return for the incomaryender
subsection 214-45(1) (because the entity has redeiv
“refund of income tax that affects its liability pay*franking
deficit tax);

the Commissioner is taken to have amended the/srfiinking
assessment on the further return day, and to resessed:

(c) the entity’s'franking account balance at a particular time as

that stated in the further return as the balantleaattime;
and

(d) the entity’s'venture capital sub-account balance (if any) at a

particular time as that stated in the further refas the
balance at that time; and

(e) the amounts (if any) éfranking tax payable by the entity
because of events that have occurred, or are talkeave

occurred, during that income year as those statéuki
further return.

(2) The further return is taken to be notice & #mended assessment

signed by the Commissioner and given to the entityhe further
return day.

214-110 Later amendments—on request

The Commissioner may amenéfi@nking assessment for a
*corporate tax entity for an income year after the ef the period

of 3 years after théoriginal franking assessment day for the entity
for the year if, within that 3 year period:
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(a) the entity applies for the amendment; and

(b) the entity gives the Commissioner all the infation
necessary for making the amendment.

214-115 Later amendments—failure to make proper dclosure

Q) If:

(a) a*corporate tax entity does not make a full and true
disclosure to the Commissioner of the informatienessary
for a*franking assessment for the entity for an inconae;ye
and

(b) in making the assessment, the Commissioneesak
*under-assessment; and

(c) the Commissioner is not of the opinion that th
under-assessment is due to fraud or evasion;

the Commissioner may amend the assessment ataayltiring

the period of 6 years after theriginal franking assessment day for
the entity for the year.

(2) The Commissioner makes amder-assessmerin a*franking
assessment (trearlier assessmehtf, in amending the earlier
assessment, the Commissioner would have to doromere of the
following for the amended assessment to be correct:

(a) reduce th&ranking surplus (including to a nil balance);
(b) increase th&ranking deficit (including from a nil balance);
(c) increaséfranking tax payable.

214-120 Later amendments—fraud or evasion

If:

(a) a*corporate tax entity does not make a full and true
disclosure to the Commissioner of the informatienessary
for a*franking assessment for the entity for an inconma;ye
and

(b) in making the assessment, the Commissioneesak
*under-assessment; and

(c) the Commissioner is of the opinion that thdemassessment
is due to fraud or evasion;

the Commissioner may amend the assessment atagy ti
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214-125 Further amendment of an amended particular

(1) If:
(a) a"franking assessment has been amendedi(gihe
amendmenkin any particular; and

(b) the Commissioner is of the opinion that it \Wble just to
further amend the assessment in that particulas o
*reduce the assessment;

the Commissioner may do so within a period of Iyedter the
first amendment.

(2) The Commissioneeduces a franking assessmeifthe
Commissioner amends the assessment by doing anererof the
following:

(a) increasing th&ranking surplus (including from a nil
balance);

(b) decreasing thdranking deficit (including to a nil balance);
(c) decreasinffranking tax payable.

214-130 Other later amendments

In a case not covered by section 214-110, 214214120 or
214-125, the Commissioner may amend*fr@nking assessment
for a*corporate tax entity for an income year after teequl of 3
years after théoriginal assessment day has expired, but not so as
to “reduce the assessment.

214-135 Amendment on review etc.

Nothing in this Subdivision prevents the amendneéa*franking
assessment:

(a) to give effect to a decision on a review quesd; or

(b) to*reduce the assessment as a result of an objecéida m
under this Act or pending an appeal or review.

214-140 Notice of amendments

(1) If the Commissioner amends an entitfitanking assessment, the
Commissioner must give the entity notice of the atmeent as
soon as practicable after making the amendment.
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(2) The notice may be included in a notice of ather assessment
under this Act.

Subdivision 214-D—Collection and recovery
Guide to Subdivision 214-D

214-145 What this Subdivision is about

Franking tax is due and payable at certain timektl@ general
interest charge applies to unpaid amounts.

Table of sections

Operative provisions

214-150 Due date for payment of franking tax
214-155 General interest charge

214-160 Refunds of amounts overpaid
214-165 Security for payment of tax

[This is the end of the Guide.]
Operative provisions

214-150 Due date for payment of franking tax

General rule

(1) Unless this section provides otherwisenking tax assessed for a
*corporate tax entity because of events that havermed, or are
taken to have occurred, during an income year ésathal payable
on the last day of the month immediately followthg end of the
income year.

Part-year assessments

(2) "Franking tax payable because of an assessment under
section 214-70 (a part-year assessment) is dupayable on the
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day specified in the notice of assessment as thenlavhich it is
due and payable.

Amended assessments—other than because of defesitad

3) It

(a) the Commissioner amend&i@nking assessment (the
earlier assessmehbther than because of the operation of
section 214-105 (an amendment because of a refumad o
that affects franking deficit tax liability); and

(b) the amount offranking tax of a particular type payable
under the amended assessment exceeds the amount of
franking tax of that type payable under the earlier
assessment;

the excess amount is due and payable one monthtadtday on
which the assessment was amended.

Tax payable because of deficit deferral

(4) It
(a) a"corporate tax entity receivesm@fund of income tax; and
(b) the receipt of the refund gives rise to ailigh or an
increased liability, to palfranking deficit tax because of the
operation of subsection 205-50(2) or (3);
the franking deficit tax or, if there is an increas an existing
liability to pay franking deficit tax, the differer between the
original liability and the increased liability, ihie and payable on:
(c) if the entity accounts for the liability, ordreased liability, in
a*franking return that iSoutstanding for the income year in
which the liability arose—the day on which the ¢asling
return is required to be given to the Commissioner;

(d) in any other case—14 days after the day omchvtiie refund
was received.

214-155 General interest charge

If:

(a) *franking tax of a particular type payable bycarporate tax
entity remains unpaid after the time by which itliee and
payable; and
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(b) the Commissioner has not allocated the ungaidunt to an
“RBA,

the entity is liable to pay tHgeneral interest charge on the unpaid

amount for each day in the period that:

(c) starts at the beginning of the day on whiehftlinking tax
was due to be paid; and

(d) ends at the end of the last day on whichheend of the day,
any of the following remains unpaid:

() the franking tax;
(i) general interest charge on any of the fragkizx.

Note: The general interest charge is worked oueubivision 1 of Part 1A
of theTaxation Administration Act 1953

214-160 Refunds of amounts overpaid
Section 172 of thetncome Tax Assessment Act 18Bplies for the

purposes of this Part as if references in that@etd tax included
references téfranking tax.

214-165 Security for payment of tax
In section 213 of thlncome Tax Assessment Act 193@der
which the Commissioner may require security forghgment of
income tax), a reference to income tax includesference to
*franking tax.

Subdivision 214-E—Records, information and tax agds

Guide to Subdivision 214-E

214-170 What this Subdivision is about

Generally applicable provisions to do with recoegking,
information gathering and tax agents apply forgbeoses of the
imputation system.

Table of sections
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Operative provisions

214-175 Record keeping
214-180 Power of Commissioner to obtain information
214-185 Tax agents

[This is the end of the Guide.]

Operative provisions

214-175 Record keeping

(1) Section 262A of thencome Tax Assessment Act 18p@lies for
the purposes of this Part as if:
(a) the reference in that section to a persoryicayion a
business were a reference tarporate tax entity; and
(b) the reference in paragraph (2)(a) of thatisedb the
person’s income and expenditure were a reference to
(i) the entity’s"franking account balance; and
(i) the entity’s liability to payfranking tax; and
(c) paragraph (5)(a) of that section were omitted.

(2) A"PDF does not need to maintain records under se2€@A of
thelncome Tax Assessment Act 1@86elation to dventure
capital sub-account if tié?DF does not elect to begarticipating
PDF.

214-180 Power of Commissioner to obtain informatio

Section 264 of thetncome Tax Assessment Act 18Bplies for the
purposes of this Part as if the reference in payay(l1)(b) of that
section to a person’s income or assessment wefernce to a
matter relevant to the administration or operatibthis Part.

214-185 Tax agents

Part VIIA of thelncome Tax Assessment Act 18pplies in
relation to a return given, or objection made tf@ purposes of
this Part as it applies to an income tax returabpection.
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4 Subsection 995-1(1)
Insert:

franking account balancéhas the meaning given by
section 214-30.

5 Subsection 995-1(1)
Insert:

franking assessmerttas the meaning given by subsection
214-60(1) and affected by section 214-100.

6 Subsection 995-1(1)
Insert:

franking return means a return required under Subdivision 214-A.

\‘

Subsection 995-1(1)
Insert:

franking tax has the meaning given by section 214-40.

8 Subsection 995-1(1)
Insert:

original franking assessment ddyas the meaning given by
subsection 214-95(2).

©

Subsection 995-1(1)
Insert:

outstanding within the context offranking returnshas the
meaning given by subsection 214-45(3).

10 Subsection 995-1(1)
Insert:

reduce a franking assessmehas the meaning given by
subsection 214-125(2).
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11 Subsection 995-1(1)
Insert:

under-assessmepin the context of &ranking assessment, has the
meaning given by subsection 214-115(2).

12 Subsection 995-1(1)
Insert:

venture capital sub-account balandgs the meaning given by
section 214-35.

Income Tax (Transitional Provisions) Act 1997

13 After Division 210
Insert:

Division 214—Administering the imputation system

214-1 Application

This Divisionapplies to a corporate tax entity if a liabilitygay
franking deficit tax arises for the entity undectsen 205-25 of
this Act because of events that occur within aqueaf 12 months
ending on 30 June in any year (tredancing period.

214-5 Entity must give a franking return

(1) The entity must give the Commissioner a fragkieturn for the
balancing period setting out the following inforimoat before the
end of the month immediately following the endlod period:

(a) if the entity is a franking entity at the emicthe balancing
period—its franking account balance at the endhefgeriod;
and

(b) if the entity ceases to be a franking entityirng the
balancing period—its franking account balance imiatetly
before it ceased to be a franking entity; and

(c) the amount (if any) of franking deficit taxatithe entity is
liable to pay under section 205-25 of this Act hesgaof
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events that have occurred, or are taken to havwdr i@k
during the balancing period.

(2) The return must be in writing in the approyean.
214-10 Notice to a specific corporate tax entity

(1) The Commissioner may give the entity a writhetice requiring

the entity to give the Commissioner a franking metior the
balancing period.

(2) The entity must comply with the requirementhivi the time

specified in the notice, or within any further timdowed by the
Commissioner.

(3) The entity must comply with the requiremerganlless of whether
the entity has given, or has been required to dghee,
Commissioner a return under section 214-5.

214-15 Effect of a refund on franking returns

If no franking return is outstanding
Q) If:

(a) the entity receives a refund of income taxt an

(b) the receipt of the refund gives rise to ailigh or an
increased liability, to pay franking deficit taxdaeise of the
operation of subsection 205-30(2) or (3) of thig;And

(c) when the refund is received, the entity dagshave a
franking return that is outstanding for the balagagoeriod in
which the liability arose;

the entity must give the Commissioner a frankirigmefor the
period within 14 days after the refund is received.

Refund received within 14 days before an outstanfiamking
return is due

2) If:
(a) the entity receives a refund of income taxt an
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(b) the receipt of the refund gives rise to ailigh or an
increased liability, to pay franking deficit taxdaeise of the
operation of subsection 205-30(2) or (3) of thig;And

(c) when the refund is received, the entity dagshave a
franking return that is outstanding for the balagagoeriod in
which the liability arose; and

(d) the entity receives the refund within the pdrof 14 days
ending on the day by which the outstanding retunstrbe
given to the Commissioner;

the entity may, instead of accounting for the lighior increased
liability, in the outstanding return, account foiri a further return
given to the Commissioner within 14 days afterréffend is
received.

Meaning ofoutstanding

(3) A franking return for a balancing periodoigtstandingat a
particular time if each of the following is truethat time:
(a) the entity has been required to give a framkaturn for the
period;
(b) the time within which the franking return mist given has
not yet passed;

(c) the franking return has not yet been given.

214-20 Franking returns for the income year

(1) A franking return for a balancing peritgdin addition to any
franking return that the entity is required to givehe
Commissioner under Subdivision 214-A of theome Tax
Assessment Act 19€af the income year in which the balancing
period ends.

(2) However, if an entity is required to give arfking return for a
balancing period, it is not required to includetgfranking return
for the income year in which that period ends aimghhat should
have been included in the franking return for takbcing period.

214-25 Commissioner may make a franking assessment

(1) The Commissioner may make an assessment of:
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(a) if the entity is a franking entity at the emfcthe balancing
period—its franking account balance at the endhefgeriod;
and

(b) if the entity ceases to be a franking entityirng the
balancing period—its franking account balance imiatetly
before it ceased to be a franking entity; and

(c) the amount (if any) of franking deficit taxatithe entity is
liable to pay under section 205-25 of this Act hesgaof
events that have occurred, or are taken to havari@ct
during the balancing period.

This is afranking assessmenfor the entity for the balancing
period.

(2) The Commissioner must give the entity notitthe assessment as
soon as practicable after making the assessment.

(3) The notice may be included in a notice of ather assessment
under this Act.

214-30 Commissioner taken to have made a frankirmssessment on
first return

Q) If:

(a) the entity gives the Commissioner a frankietgim under
section 214-5 or 214-10 of this Act on a particulay (the
return day); and

(b) the return is the first franking return givienthe
Commissioner by the entity for the balancing peritt

(c) the Commissioner has not already made a fingnki
assessment for the entity for that period;

the Commissioner is taken to have made a franlésgssment for
the entity for the period on the return day, antldee assessed:

(d) the entity’s franking account balance at dipalar time as
that stated in the return as the balance at timat tnd

(e) the amount (if any) of franking deficit taxyadle by the
entity because of events that have occurred, diaien to
have occurred, during the period as those statdeireturn.

(2) The return is taken to be notice of the assess$ signed by the
Commissioner and given to the entity on the retlay
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214-35 Amendments within 3 years of the originalssessment

(1) The Commissioner may amend a franking asseddimethe entity
for the balancing period at any time during thequkof 3 years
after the original assessment day for the entityHe period.

(2) Theoriginal assessment ddpr the entity for the balancing period
is the day on which the first franking assessmentHe entity for
the period is made.

214-40 Amended assessments are treated as frankimgsessments

Once an amended franking assessment for thg émtithe
balancing period is made, it is taken to Heaaking assessment
for the entity for the period.

214-45 Further return as a result of a refund affeting a franking
deficit tax liability

Q) If:

(a) afranking assessment for the entity for hlartcing period
has been made; and

(b) on a particular day (tHarther return day) the entity gives
the Commissioner a further return for the balangiegod
under subsection 214-15(1) of this Act (becausetitity
has received a refund of income tax that affestBability to
pay franking deficit tax);

the Commissioner is taken to have amended the/aritianking
assessment on the further return day, and to lssessed:

(c) the entity’s franking account balance at dipalar time as
that stated in the further return as the balantesatime;
and

(d) the amount of franking deficit tax payabletbg entity
because of events that have occurred, or are takeswve
occurred, during the period as those stated ifuttiieer
return.

(2) The further return is taken to be notice & #mended assessment
signed by the Commissioner and given to the entityhe further
return day.
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214-50 Later amendments—on request

The Commissioner may amend a franking assesdorethie entity
for the balancing period after the end of a pedbd years after
the original franking assessment day if, withinttBgear period:

(a) the entity applies for the amendment; and

(b) the entity gives the Commissioner all the infation
necessary for making the amendment.

214-55 Later amendments—failure to make proper didosure

If:

(a) the entity does not make a full and true disate to the
Commissioner of the information necessary for alirg
assessment for the entity for the balancing pedad,;

(b) in making the assessment, the Commissioneesak
under-assessment; and

(c) the Commissioner is not of the opinion that th
under-assessment is due to fraud or evasion;

the Commissioner may amend the assessment ataayltiring
the period of 6 years after the original frankimsgessment day.

214-60 Later amendments—fraud or evasion

If:

(a) the entity does not make a full and true disate to the
Commissioner of the information necessary for alirg
assessment for the entity for the balancing pedad,;

(b) in making the assessment, the Commissioneesak
under-assessment; and

(c) the Commissioner is of the opinion that theermassessment
is due to fraud or evasion;

the Commissioner may amend the assessment atagy ti

214-65 Further amendment of an amended particular

If:
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(a) afranking assessment for the entity for thlartcing period
has been amended (tfest amendment in any particular;
and

(b) the Commissioner is of the opinion that it \blbe just to
further amend the assessment in that particulas o
reduce the assessment;

the Commissioner may do so within a period of Iyedter the
first amendment.

214-70 Other later amendments

In a case not covered by sections 214-50, 2126560 or
214-65, the Commissioner may amend the frankingssssent for
the entity for the balancing period after the pewb 3 years after
the original assessment day has expired, but nas$ $o reduce the
assessment.

214-75 Amendment on review etc.

Nothing in this Division prevents the amendmefra franking
assessment for the entity for the balancing period:

(a) to give effect to a decision on a review qoesd; or

(b) to reduce the assessment as a result of antidyj made
under this Act or pending an appeal or review.

214-80 Notice of amendments

(1) If the Commissioner amends the entity’s fragkassessment for
the balancing period, the Commissioner must gieeettitity notice
of the amendment as soon as practicable after gpaéhen
amendment.

(2) The notice may be included in a notice of ather assessment
under this Act.

214-85 Validity of assessment

The validity of a franking assessment for thetghor the
balancing period is not affected because any optbeisions of
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this Act (as defined in themcome Tax Assessment Act 198ave
not been complied with.

214-90 Objections

If a corporate tax entity is dissatisfied witfranking assessment
made in relation to the entity under this Divisitme entity may
object against the assessment in the manner sit Batt IVC of
the Taxation Administration Act 1953

214-95 Evidence

Section 177 of thlncome Tax Assessment Act 18pplies as if:
(a) areference in that section to a return inetlid reference to a
franking return under this Division; and
(b) areference in that section to an assessmenhaotice of
assessment included a reference to a frankingsamssesor a
notice of a franking assessment (as required) uhder
Division.

214-100 Due date for payment of franking tax

General rule

(1) Unless this section provides otherwise, fragldeficit tax
assessed for the entity because of events thatdwawered, or are
taken to have occurred, during the balancing pesallie and
payable on the last day of the month immediatéelpdong the
end of the balancing period.

Amended assessments—other than because of defesitad

(2) If:

(a) the Commissioner amends a franking assesdoreiie
entity for the balancing period (tle@rlier assessmepbther
than because of the operation of section 214-30 (an
amendment because of a refund of tax that affeatsiihg
deficit tax liability); and
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(b) the amount of franking deficit tax payable enthe amended
assessment exceeds the amount of franking deficit t
payable under the earlier assessment;

the excess amount is due and payable one monttitadteay on
which the assessment was amended.

Tax payable because of deficit deferral

3) I
(a) the entity receives a refund of income taxt an
(b) the receipt of the refund gives rise to ailigh or an
increased liability, to pay franking deficit taxdaeise of the
operation of subsection 205-30(2) or (3);
the franking deficit tax or, if there is an increas an existing
liability to pay franking deficit tax, the differee between the
original liability and the increased liability, thie and payable on:
(c) if the entity accounts for the liability, ardreased liability, in
a franking return that is outstanding for the beiag period
in which the liability arose—the day on which the
outstanding return is required to be given to the
Commissioner; or
(d) in any other case—14 days after the day omchvtiie refund
was received.

214-105 General interest charge

If:

(a) franking deficit tax that is payable by theitgrremains
unpaid after the time by which it is due and pagabhd
(b) the Commissioner has not allocated the ungaidunt to an
RBA;
the entity is liable to pay the general interestrgk on the unpaid
amount for each day in the period that:
(c) starts at the beginning of the day on whi@hftAnking
deficit tax was due to be paid; and
(d) ends at the end of the last day on whichhaend of the day,
any of the following remains unpaid:
() the franking deficit tax;
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(i) general interest charge on any of the fragldeficit
tax.

Note: The general interest charge is worked outeubivision 1 of Part 1A
of theTaxation Administration Act 1953

214-110 Refunds of amounts overpaid

Section 172 of thetncome Tax Assessment Act 18Bplies for the
purposes of this Division as if references in sedtion to tax
included references to franking deficit tax.

214-115 Security for payment of tax

In section 213 of thlncome Tax Assessment Act 193@der
which the Commissioner may require security forghgment of
income tax), a reference to income tax includesference to

franking tax.

214-120 Record keeping

Section 262A of thtncome Tax Assessment Act 18pplies for
the purposes of this Division as if:

(a) the reference in that section to a persoryicayion a
business were a reference to a corporate tax gatity

(b) the reference in paragraph (2)(a) of thatisedb the
person’s income and expenditure were a reference to

(i) the entity’s franking account balance; and
(ii) the entity’s liability to pay franking tax;ral
(c) paragraph (5)(a) of that section were omitted.

214-125 Power of Commissioner to obtain informatio

Section 264 of thilncome Tax Assessment Act 18Bplies for the
purposes of this Division as if the reference iragaaph (1)(b) of
that section to a person’s income or assessmemtaveference to
a matter relevant to the administration or openatibthis

Division.
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214-130 Tax agents

Part VIIA of thelncome Tax Assessment Act 18pplies in
relation to a return given, or objection made tfa purposes of
this Division as it applies to an income tax retarrobjection.

214-135 Interpretation

If an expression is defined in this Divisionhés the meaning
given in that definition, and not the meaning givethelncome
Tax Assessment Act 1997

Taxation Administration Act 1953

14 Subsection 8AAB(4) (table items 2 to 5)
Repeal the items.

15 Subsection 8AAB(5) (after table item 2)
Insert:
2A 214-155 Income Tax Assessment Act 1997

16 Section 14ZQ (definition of franking assessment)
Repeal the definition, substitute:

franking assessmerntas the same meaning as inltmome Tax
Assessment Act 1997

17 Subsection 250-10(1) in Schedule 1 (table items 30, 35, 40
and 45)

Repeal the items.

18 Subsection 250-10(2) in Schedule 1 (after table item 37)

Insert:
38 franking tax 214-150(1), Income Tax Assessment Act 1997
(2), (3) and (4)
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19 Application

(2) The amendment made by item 1 of this Schedypées to distributions
made after 30 June 2002.

2) The amendment made by item 2 of this Schedchpéies where the
franking periods to which the notice relates oadtgr 30 June 2002.

3) The amendments made by items 3 to 12 and iteof this Schedule
apply to income years ending after 30 June 2002.
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Schedule 29—Consequential amendments
relating to the simplified imputation
system

Income Tax Assessment Act 1936
1 Subsection 6(1)
Insert:

franked partof a distribution has the same meaning as in the
Income Tax Assessment Act 1997

2 Subsection 6(1)
Insert:

part of a distribution that is franked with an exepting credithas
the same meaning as in tmeome Tax Assessment Act 1997

3 Subsection 6(1)
Insert:

part of a distribution that is franked with a venta capital credit
has the same meaning as in ifieome Tax Assessment Act 1997

4 Subsection 6(1)
Insert:

unfranked partof a distribution has the same meaning as in the
Income Tax Assessment Act 1997

5 Subsection 46AA(2)
Repeal the subsection.

6 Section 46AD
Repeal the section.
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7 Subsection 46F(1) (definition of unfranked part)
Repeal the definition, substitute:

unfranked partof a dividend includes a dividend that is
unfrankable under themcome Tax Assessment Act 1997

8 Paragraph 128B(3)(aaa)

Repeal the paragraph, substitute:

(aaa) income that consists of a hon-share dividesdis
unfrankable under section 215-10 of theome Tax
Assessment Act 1993

9 Paragraph 128B(3)(ga)
Repeal the paragraph, substitute:

(ga) income that consists of the franked part difvaend, or the
part of a dividend that is franked with an exemptinedit
(other than a dividend in respect of which a deteation is
made under paragraph 204-30(3)(c) ofltiteome Tax
Assessment Act 1997 a dividend or a part of a dividend in

respect of which a determination is made undergpapdn
177EA(5)(b)); or

10 Paragraph 128B(3)(gaa)

Repeal the paragraph, substitute:

(gaa) income that consists of so much of the nkfd part of a
dividend as does not exceed the foreign dividecdaat
declaration amount (if any) in respect of the disttion
under section 128TC; or

11 Section 177EA

Repeal the section, substitute:

177EA Creation of franking debit or cancellation @ franking credits

(1) In this section, unless the contrary intentppears:
relevant circumstanceblas a meaning affected by subsection (17).

relevant taxpayehas the meaning given by subsection (3).
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scheme for a dispositignn relation to membership interests or an
interest in membership interests, has a meaniegtafi by
subsection (14).

(2) An expression used in this section that isngef in thelncome Tax
Assessment Act 1993as the same meaning as in that Act, except
to the extent that its meaning is extended by sttose(16), (18)
or (19), or affected by subsection (15).

Application of section

(3) This section applies if:

(a) there is a scheme for a disposition of menfiyglgterests,
or an interest in membership interests, in a caedax
entity; and

(b) either:

(i) a frankable distribution has been paid, qragable or

expected to be payable, to a person in respebeof t
membership interests; or

(i) afrankable distribution has flowed indirggtbr flows
indirectly or is expected to flow indirectly, tgparson
in respect of the interest in membership interestshe
case may be; and

(c) the distribution was, or is expected to bsaaked
distribution or a distribution franked with an exstng
credit; and

(d) except for this section, the person (thlevanttaxpaye)
would receive, or could reasonably be expecteddeive,
imputation benefits as a result of the distributiand

(e) having regard to the relevant circumstanceh@tcheme, it
would be concluded that the person, or one of gregns,
who entered into or carried out the scheme or aniyqs the
scheme did so for a purpose (whether or not thardorh
purpose but not including an incidental purposegrabling
the relevant taxpayer to obtain an imputation bienef

Bare acquisition of membership interests or inteimesnembership
interests

(4) Itis not to be concluded for the purposeparfigraph (3)(e) that a
person entered into or carried out a scheme farpose
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mentioned in that paragraph merely because thepasjuired
membership interests, or an interest in membeislegpests, in the
entity.

Commissioner to determine franking debit or deayking credit

(5) The Commissioner may make, in writing, eitbkethe following
determinations:

(a) if the corporate tax entity is a party to Hftheme, a
determination that a franking debit or exemptingitlef the
entity arises in respect of each distribution madde
relevant taxpayer or that flows indirectly to tleéevant
taxpayer;

(b) a determination that no imputation benefitbigirise in
respect of a distribution or a specified part disribution
that is made, or that flows indirectly, to the xelet taxpayer.

A determination does not form part of an assessment

Notice of determination

(6) If the Commissioner makes a determination usdesection (5),
the Commissioner must:

(a) in respect of a determination made under papdgy(5)(a)—
serve notice in writing of the determination on toeporate
tax entity; or

(b) in respect of a determination made under papdg(5)(b)—
serve notice in writing of the determination on takevant
taxpayer.

The notice may be included in a notice of assessmen

Publication in national newspaper of determinatiomelation to
listed public company denying imputation benefit

(7) If the Commissioner makes a determination unde
paragraph (5)(b), in respect of a distribution mage listed
public company, the Commissioner is taken to haveesl notice
in writing of the determination on the relevantgayer if the
Commissioner causes the notice to be publishedlailya
newspaper that circulates generally in each Stagefustralian
Capital Territory and the Northern Territory. Thatine is taken to
have been served on the day on which the public#dikes place.
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Evidence of determination

(8) The production of:
(a) anotice of a determination; or

(b) a document signed by the Commissioner, a Skcon
Commissioner or a Deputy Commissioner purportinge@
copy of a determination;

is conclusive evidence:
(c) of the due making of the determination; and

(d) except in proceedings under Part IVC of Tagation
Administration Act 1958n an appeal or review relating to
the determination, that the determination is cdrrec

Objections

(9) If a taxpayer to whom a determination relasedissatisfied with
the determination, the taxpayer may object agdifsthe manner
set out in Part IVC of th€axation Administration Act 1953

Effect of determination of franking debit or exeimgpdebit

(10) If the Commissioner makes a determinatioreund
paragraph (5)(a):

(a) on the day on which notice in writing of thetermination is
served on the entity, a franking debit or exemptabit of
the corporate tax entity arises in respect of thidution;
and

(b) the amount of the franking debit or exempifiledpit is such
amount as is stated in the Commissioner’s detetinima
being an amount that:

(i) the Commissioner considers reasonable in the
circumstances; and

(i) does not exceed the amount of the frankinigjtdar
exempting debit of the entity arising under iterof the
table in section 205-30 of thecome Tax Assessment
1997o0r item 2 of the table in section 208-120 of that
Act in respect of the distribution.
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Effect of determination that no imputation benisfiio arise

(11) If the Commissioner makes a determinatioreund
paragraph (5)(b), the determination has effect r@icg to its
terms.

Application of section to non-share dividends

(12) This section:

(a) applies to a non-share equity interest irstmae way as it
applies to a membership interest; and

(b) applies to an equity holder in the same way agplies to a
member; and

(c) applies to a non-share dividend in the samgagat applies
to a distribution.

Meaning ofinterest in membership interests

(13) A person has an interest in membership istgli&
(a) the person has any legal or equitable intémebie
membership interests; or
(b) the person is a partner in a partnership and:
() the assets of the partnership include, or idlude, the
membership interests; or
(if) the partnership derives, or will derive, imae indirectly
through interposed companies, trusts or partnesship
from distributions made on the membership interests
(c) the person is a beneficiary of a trust (inatgda potential
beneficiary of a discretionary trust) and:
(i) the membership interests form, or will fornarpof the
trust estate; or
(i) the trust derives, or will derive, income irettly
through interposed companies, trusts or partnesship
from distributions made on the membership interests

Meaning ofscheme for a disposition

(14) A scheme for a disposition of membershipregts or an interest
in membership interests includes, but is not lichii® a scheme
that involves any of the following:
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(a) issuing the membership interests or creatiegrterest in
membership interests;

(b) entering into any contract, arrangement, &atien or
dealing that changes or otherwise affects the legal
equitable ownership of the membership intereststerest in
membership interests;

(c) creating, varying or revoking a trust in raatto the
membership interests or interest in membershipésts;

(d) creating, altering or extinguishing a righowger or liability
attaching to, or otherwise relating to, the memiers
interests or interest in membership interests;

(e) substantially altering any of the risks ofdpsr opportunities
for profit or gain, involved in holding or owninpe
membership interests or having the interest in nezstiip
interests;

(f) the membership interests or interest in mesterinterests
beginning to be included, or ceasing to be inclydedny of
the insurance funds of a life assurance company.

(15) In determining whether a distribution flowslirectly to a person,
assume that the following provisions had not beecid:

(a) section 282B, 283 or 297B of this Act (certaicome
derived by an eligible entity within the meaningR&rt IX of
that Act); or

(b) paragraph 320-35(1)(b) of thecome Tax Assessment Act
1997 (segregated exempt assets) or subparagraph

320-35(2)(f)(ii) of that Act (income bonds, funermtlicies
and scholarship plans).

When imputation benefit is received

(16) A taxpayer to whom a distribution flows irelitly receives an
imputation benefitas a result of the distribution if:

(a) the taxpayer is entitled to a tax offset uridisision 207 of
thelncome Tax Assessment Act 1887 result of the
distribution; or

(b) where the taxpayer is a corporate tax entityffrasaking
credit would arise in the franking account of thegayer as a
result of the distribution.
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Note: Where the distribution is made directly te taxpayer, see subsection
204-30(6) of thencome Tax Assessment Act 1887a definition of
imputation benefit

Meaning ofrelevant circumstancesf scheme

(17) Therelevant circumstancesf a scheme include the following:

(a) the extent and duration of the risks of l@sg] the
opportunities for profit or gain, from holding meerbhip
interests, or having interests in membership istsren the
corporate tax entity that are respectively borneibsccrue
to the parties to the scheme, and whether therbdmsany
change in those risks and opportunities for thevastt
taxpayer or any other party to the scheme (for @lana
change resulting from the making of any contrdu, t
granting of any option or the entering into of any
arrangement with respect to any membership intgrest
interests in membership interests, in the corpdeatentity);

(b) whether the relevant taxpayer would, in tharyef income in
which the distribution is made, or if the distritmutt flows
indirectly to the relevant taxpayer, in the yeawinich the
distribution flows indirectly to the relevant taxa, derive a
greater benefit from franking credits than othdities who
hold membership interests, or have interests in lpeeship
interests, in the corporate tax entity;

(c) whether, apart from the scheme, the corpdeatentity
would have retained the franking credits or exengptiredits
or would have used the franking credits or exengptiredits
to pay a franked distribution to another entityereéd to in
paragraph (b);

(d) whether, apart from the scheme, a frankedibligton would
have flowed indirectly to another entity referredrt
paragraph (b);

(e) if the scheme involves the issue of a noneskquity interest
to which section 215-10 of tHecome Tax Assessment Act
1997applies—whether the corporate tax entity has issoied
is likely to issue, equity interests in the corperax entity:

(i) that are similar, from a commercial point @éw, to the
non-share equity interest; and

(ii) distributions in respect of which are frankab
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() whether any consideration paid or given byoibehalf of,
or received by or on behalf of, the relevant taxgray
connection with the scheme (for example, the amotiahy
interest on a loan) was calculated by referentbdo
imputation benefits to be received by the relevaxpayer;

(g) whether a deduction is allowable or a capass is incurred
in connection with a distribution that is made loattflows
indirectly under the scheme;

(h) whether a distribution that is made or thatv indirectly
under the scheme to the relevant taxpayer is elgmt/to the
receipt by the relevant taxpayer of interest caroimount in
the nature of, or similar to, interest;

(i) the period for which the relevant taxpayerchelembership
interests, or had an interest in membership interasthe
corporate tax entity;

(j) any of the matters referred to in subparagsapfivD(b)(i) to
(viii).

Meaning ofgreater benefit from franking credits

(18) The following subsection lists some of theesain which a
taxpayer to whom a distribution flows indirectlycetves agreater
benefit from franking creditghan an entity referred to in
paragraph (17)(b). It is not an exhaustive list.

(19) A taxpayer to whom a distribution flows irefitly receives a
greater benefit from franking creditthan an entity referred to in
paragraph (17)(b) if any of the following circumstas exist in
relation to that entity in the income year in whtbl distribution
giving rise to the benefit is made, and not intiefato the
taxpayer if:

(a) the entity is not an Australian resident; or

(b) the entitywould not be entitled to any tax offset under
Division 207 of thdncome Tax Assessment Act 1997
because of the distribution; or

(c) the amount of income tax that would be payalyléhe entity
because of the distribution is less than the tésebto which
the entity would be entitled; or
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(d) the entityis a corporate tax entity at the time the distidout
iIs made, but no franking credit arises for thetgrats a result
of the distribution; or

(e) the entitys a corporate tax entity at the time the distitout
is made, but cannot use franking credits receivethe
distribution to frank distributions to its own meetb
because:

(i) itis not a franking entity; or
(i) itis unable to make frankable distributions.

Note: Where the distribution is made directly te taxpayer, see
subsections 204-30(7), (8), (9) and (10) oflttmdome Tax Assessment
Act 1997for a list of circumstances in which the taxpaydt be
treated as deriving a greater benefit from frankireglits than another
entity.

Income Tax Assessment Act 1997

12 Section 975-505 (link note)
Repeal the link note.

13 After Division 975
Insert:

Division 976—Imputation

Table of sections

976-1 Franked part of a distribution

976-5 Unfranked part of a distribution

976-10  The part of a distribution that is frankeithvan exempting credit
976-15  The part of a distribution that is frankeithva venture capital credit

976-1 Franked part of a distribution
Thefranked partof a*distribution is an amount worked out using
the formula:

*Franking credit 1 — *Corporate tax rate
on the distribution Corporate tax rate
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976-5 Unfranked part of a distribution

Theunfranked partof a*distribution is the amount that is left after
deducting théfranked part of the distribution from the total
distribution.

976-10 The part of a distribution that is frankedwith an exempting
credit

Thepart of a distribution that is franked with an exepting credit
is worked out using the formula:

*Exempting credit, 1 — *Corporate tax rate
on the distribution Corporate tax rate

976-15 The part of a distribution that is frankedwith a venture
capital credit

Thepart of a distribution that is franked with a venta capital
creditis worked out using the formula:

*Venture capital credit, 1 — * Corporate tax rate
on the distribution Corporate tax rate

[The next Part is Part 6-5.]

14 Application

D The amendments made by items 8 to 10 of tHie@de apply to
income derived after 30 June 2002.

(2) The amendment made by item 11 of this Schealybiéies to
distributions that are made or that flow indireafyer 30 June 2002.
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Schedule 30—The effect of a cum dividend
sale or securities lending arrangement
under the simplified imputation system

Income Tax Assessment Act 1997

1 After Division 215
Insert:

Division 216—Cum dividend sales and securities lentl
arrangements

Table of Subdivisions

216-A Circumstances where a distribution to a memba
corporate tax entity is treated as having been rtade
someone else

216-B Statements to be made where there is a cuvidedd
sale or securities lending arrangement

Subdivision 216-A—Circumstances where a distributio to a
member of a corporate tax entity is treated as hawug
been made to someone else

Table of sections

216-1 When a distribution made to a member of pa@te tax entity is treated as
having been made to someone else

216-5 First situation (cum dividend sales)
216-10  Second situation (securities lending arrareggs)
216-15  Distribution closing time
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216-1 When a distribution made to a member of a cporate tax
entity is treated as having been made to someonsel

There are 2 situations in whicHfeanked distribution, or a
distribution*franked with an exempting credit, that is made to a
*member of dcorporate tax entity is taken to have been made to
another entity.

216-5 First situation (cum dividend sales)

(1) The first situation is one in which:

(a) the'corporate tax entity makes faanked distribution, or a
*distribution franked with an exempting credit, ttneember
of the entity in respect of ‘@aembership interest in the
entity; and

(b) at the'distribution closing time, the member is under an
obligation to transfer the membership interestoter
person under a contract for the sale of the merhigers
interest; and

(c) the contract:

(i) requires that the distribution be paid onhe bther
person; and

(i) is entered into in the ordinary course offirey on an
*approved stock exchange in Australia or elsewhere.

(2) The'distribution is taken to have been made to therqibeson as
a“member of the entity (and not to the member).
Note: As the other person is the entity receivimgdistribution, there may
be tax effects for the other person under Divisd0ii or 208.

(3) The'distribution referred to in paragraph (1)(a) inaadh
distribution that is taken to be made as a reguwnhe or more
previous applications of this section or sectiof-20.

216-10 Second situation (securities lending arraegents)

(1) The second situation is one in which:

(a) the"corporate tax entity makes faanked distribution, or a
*distribution franked with an exempting credit, ttnreember
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of the entity in respect of ‘@aembership interest in the
entity; and

(b) at the time the distribution was made, the l&mvas under
an obligation to pay the distribution to anotherspa under a
*securities lending arrangement; and

(c) the obligation was incurred in the member’gagty as the
borrower under the securities lending arrangensn;

(d) the*distribution closing time occurred during the baevig
period.

(2) The'distribution is taken to have been made to therqibeson as
a“member of the entity (and not to the member).

Note: As the other person is the entity receivimgdistribution, there may
be tax effects for the other person under Divisd0ii or 208.

(3) The distribution referred to in paragraph &1jocludes a
distribution that is taken to be made as a reguwne or more
previous applications of this section or sectiof-31

216-15 Distribution closing time

If *distributions by dcorporate tax entity are made to those
*members who were members as at a particular timeltzfore
the distribution is made, that time is ttistribution closing time
in relation to those distributions.

Subdivision 216-B—Statements to be made where theiga
cum dividend sale or securities lending arrangement

Table of sections

216-20 Cum dividend sale—statement by securitiekedea
216-25 Cum dividend sale—statement by party
216-30  Securities lending arrangements—statemehblbpwer

216-20 Cum dividend sale—statement by securitiegdler

If:
(a) section 216-5 applies in relation t&franked distribution or
a*distribution franked with an exempting credit (cum
dividend sales); and
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(b) a*securities dealer has acted for a particular gartiie
contract concerned,

the securities dealer must, as soon as practiadtelethe making
of the distribution, give to the other party to ttuntract a
statement in théapproved form setting out such information in
relation to the distribution as is required by @pproved form.

216-25 Cum dividend sale—statement by party

If:

(a) section 216-5 applies in relation ttfrmnked distribution or
a*distribution franked with an exempting credit (cum
dividend sales); and

(b) a particular party to the contract concernasl ot had a
*securities dealer acting for him or her;

that party must, as soon as practicable after tieng of the
distribution, give to the other party to the cootra statement in
the"approved form setting out such information in rielato the
distribution as is required by the approved form.

216-30 Securities lending arrangements—statemeny borrower

If section 216-10"6ecurities lending arrangements) applies in
relation to dfranked distribution, or &istribution franked with
an exempting credit, the borrower must, as sog@radicable after
the making of the distribution, give to the lendestatement in the
*approved form setting out such information in rieflato the
distribution as is required by the approved form.

2 Application
The amendments made by this Schedule apply tobdisons made after
30 June 2002.

[Minister’s second reading speech made in—
House of Representatives on 12 December 2002
Senate on 3 March 20D3
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