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ABSTRACT

In the course of 2002 and 2003, the Australian Government introduced a
fundamental change to the taxation of corporate groups. The new tax
consolidation legislation allows wholly-owned groups to be regarded as one
homogenous entity for income tax purposes from 1% of July 2002. After making
an irrevocable decision to implement the elective consolidation provisions, a
group, consisting of a head company and at least one other wholly-owned entity
(company, trust or partnership), lodges a single income tax return and pays a

single set of PAYG instalments over the period of consolidation.

The assessment of the policies, principles and rules governing the
implementation and operation of the consolidation regime reveals far-reaching
implications for the accessibility of tax attributes and changes to the tax cost /
adjusted values of capital / depreciating assets. Tax accounting systems and
corporate governance guidelines established by groups are also affected.

Groups deciding against the implementation of the consolidation rules, on the
other hand, face the removal of previous grouping concessions, such as loss
transfer provisions, CGT asset roll-overs and inter-corporate dividend rebates.
Furthermore, a number of modified anti-avoidance and integrity measures affect

intra-group transactions undertaken outside the consolidation regime.

This thesis identifies and analyses the areas of taxation, accounting and
corporate governance which are relevant for the initial consolidation decision.
The following analysis is structured with primary regard to legal concepts
stipulated by the consolidation legislation. However, frequent references to
policies underlying the relevant provisions, for instance the wholly-owned
approach, allow a deeper understanding of the consolidation core rules and the
effects arising for groups deciding to implement them.
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Finally, this thesis also provides a comparative perspective through the
discussion of consolidation policies and rules delivered by German tax

legislation, accounting regulations and corporations law.

Law and materials are stated to 1% of January 2004.

Gold Coast, May 2004 Thomas Schostok
Bond University, Faculty of Law
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