

The following checklist provides a general list of some of the major issues that should be addressed when considering the implications of forming and operating a tax consolidated group. (The checklist is not designed to be an exhaustive list of all issues that may warrant consideration.)

Further information, including regular updates, can be obtained from the ATO’s website (www.ato.gov.au).

	Entity’s Name:


	Eligibility
	Yes
	No
	N/A

	A Head company and one or more subsidiary companies or trusts can form a tax consolidated group. The decision to consolidate is irrevocable.

The group will only cease to exist if the Head company ceases to be eligible to be a Head company of a consolidated group. The group will continue to exist even if all the subsidiaries cease to be part of the group.

	Have you obtained a correct group structure for the client?
	(
	(
	(

	Does the head company of the group meet the eligibility requirements for being a head company for consolidation purposes?
	(
	(
	(

	Does the head company have at least one wholly owned subsidiary member which meets the eligibility requirements for being a subsidiary member for consolidation purposes?
	(
	(
	(

	Has the group completed a detailed analysis of the consolidation provisions in order to determine the merits of forming a tax consolidated group and the appropriate date from which the group should consolidate?
	(
	(
	(

	Assets
	Yes
	No
	N/A

	The assets of each subsidiary member of the tax consolidated group will be required to be revalued for taxation purposes in accordance with the ACA method.

The assets of the Head company are not adjusted upon consolidation.

	ACA Calculation - Forming
	
	
	

	Step 1 – Cost of membership interests in the joining entity
Is there an adjustment required under the loss transfer or value shifting provisions at Step 1 under s705-65(3)?

	(
	(
	(

	Step 2 – Liabilities of the joining entity
Are the liabilities added at Step 2 determined in accordance with the accounting standards or statements of accounting concepts made by the Australian Accounting Standards Board under s705-70?

A joining entity’s liabilities at the formation or joining time generally contributes to the group’s cost of the entity’s assets.
	(
	(
	(

	
	Yes
	No
	N/A

	Are there any adjustments required to the joining entities liabilities at Step 2 under s705-75, s705-80 or s705-85? 

Various adjustments may be required for broadly, timing differences and employee share and certain equity interests.
	(
	(
	(

	Step 3 – Undistributed, taxed profits accruing to joined group before the joining time
Are there any adjustments required at Step 3 under s705-90?

The purpose of this step is to allocate a cost to assets represented by profits accruing to the group and reinvested into the business.
	(
	(
	(

	Step 3A – A pre-joining time rollover from foreign resident company
Is there a Step 3A amount under s705-93?

This step adjusts the ACA where there is a pre-joining time rollover from a foreign-resident company to a resident company that then joins a consolidated group (note there are some exceptions to this adjustment).
	(
	(
	(

	Step 4 – Pre-joining time distributions out of certain profits
Are there any adjustments required at Step 4 under s705-95 in respect of certain distributions made by the joining entity?

The purpose of this adjustment is to reduce the cost of the membership interest where some or all of that amount has been returned as a distribution or some of that cost has been lost and when recouped, returned as a distribution.
	(
	(
	(

	Step 5 – Losses accruing to joined group before joining time
Is there an adjustment required at Step 5 under s705-100 for the joining entities losses accruing to the head entity?

The purpose of this step is to reflect losses accrued by the Group and to prevent a double benefit arising from them.
	(
	(
	(

	Step 6 – Joining entity transfers a loss to the head company
Is there an adjustment required at Step 6 under s705-110 for the joining entities losses that did not accrue to the head entity?

This step is required to avoid a potential double tax benefit where a group could receive both an uplift in the terminating values of the assets of the subsidiary entity at the formation or joining time and the ability to utilise those losses against the group’s income after that time.
	(
	(
	(

	Step 7 – Head company becomes entitled to certain deductions
Are there any adjustments required at Step 7 under s705-115 in respect of certain tax deductions of the joining entity which were inherited by the head entity?

The purpose of this adjustment is to stop the group getting benefits both through the tax cost of the joining entities assets being set and through certain tax deductions of the joining entity being inherited by the head company.
	(
	(
	(

	ACA Calculation - Exit
	Yes
	No
	N/A

	An entity automatically leaves the consolidated group if it ceases to be wholly-owned by the Head company as it is no longer eligible to be part of the consolidated group. An exit ACA calculation is required to be performed to ascertain the cost base of the shares in the exiting entity.

	Step 1 – Terminating values of assets that leaving entity is taking with it
Has the terminating value of the assets that the leaving entity is taking with it been determined for Step 1 under s711-25?
	(
	(
	(

	Step 2 – Head company becomes entitled to certain deductions

Is there an adjustment required at Step 2 under s711-35 for deductions inherited by the leaving entity from the head company?
The purpose of this adjustment is to ensure that the value of the deductions that are not reflected in the terminating value of the leaving entities assets are reflected in the allocable cost amount e.g. borrowing expenses.
	(
	(
	(

	Step 3 – Liabilities owed to the leaving entity by members of old group
Are there any liabilities owed to the leaving entity by members of the consolidated group which are required to be adjusted at Step 3 under s711-40?
The purpose of this adjustment is to ensure that the intragroup liabilities, which were not recognised for income tax purposes while the leaving entity was in the consolidated group, are reflected in the allocable cost amount.
	(
	(
	(

	Step 4 – Liabilities owed by the leaving entity
Have all liabilities in the leaving entity been adjusted for at Step 4 under s711-45?
	(
	(
	(

	Is an L5 capital loss crystallised when the entity leaves the tax consolidated group?
	(
	(
	(


	Losses
	Yes
	No
	N/A

	A Head company or a subsidiary company may bring losses into a consolidated group.
All losses are transferred to the Head company upon consolidation. An available fraction must be calculated for any transferred losses.
Losses may be cancelled rather than transferred.

	Has the trial year for the losses been identified?
	(
	(
	(

	Will consolidating freshen up Same Business Test losses i.e. have the benefits of this measure been considered?
	(
	(
	(

	Has the Modified Continuity of Ownership or Same Business Test been satisfied in relation to the joining entities losses to be transferred?
	(
	(
	(

	Has the available fraction in relation to the transferred loss bundle been calculated?
	(
	(
	(

	Have the merits of cancelling losses been considered?
	(
	(
	(

	Market Valuations
	
	
	

	Have the market valuation guidelines in the ATO’s consolidation reference manual been considered in relation to the market valuations used in allocating the ACA and determining the relevant available fractions?
	(
	(
	(


	Franking Credits
	Yes
	No
	N/A

	Franking credits are transferred to the Head company upon consolidation and the Head company is responsible for future payments of tax and maintains the sole franking account for the group. 

	Have the surplus franking credits of each joining entity been transferred to the head company on consolidation?
	(
	(
	(

	Has a single franking account being operated by the head company been established?
	(
	(
	(


	Operating
	Yes
	No
	N/A

	Notifying formation, change membership
	
	
	

	Has a notification of formation of an income tax consolidated group (NAT 6781) been completed and sent to the ATO prior to the due date for lodgement of the return?
	(
	(
	(

	Has the ATO been notified of all members joining and or leaving the consolidated group (NAT 6782)?
	(
	(
	(

	Has the ATO been notified where the head company is no longer eligible to be a head company and as a result the consolidated group ceases to exist (NAT 6783)?
	(
	(
	(

	Where the group consolidates part way through the year, have part year returns been prepared for the subsidiary members?
	(
	(
	(

	PAYG Instalments
	
	
	

	During the formation period, have the head company and its subsidiary members continued to pay PAYG instalments as if they were not consolidated?
	(
	(
	(

	Tax Liabilities
	
	
	

	Have both Tax Sharing and Tax Contributions Agreement been entered into between the head company and one or more of its subsidiary members?
	(
	(
	(

	Other
	Yes
	No
	N/A

	Discuss your intention to consolidate with your auditors, tax advisors and lawyers to ensure all implications of consolidating are considered.

	Have you considered forming a GST group that is similar to the tax consolidated group?
	(
	(
	(

	Have you considered the accounting implications of consolidating?
	(
	(
	(

	Have you considered the legal impacts of consolidating?
	(
	(
	(

	Have you considered whether any remuneration policies and arrangements (e.g. bonus entitlements) are impacted by consolidating?
	(
	(
	(

	Does the group need to develop and or implement changes to financial, accounting and or record keeping systems as a result of consolidating?
	(
	(
	(

	Have you considered the impact of forming a tax consolidated group on current and future lending and borrowing arrangements?
	(
	(
	(
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