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About the lecturer 

 

Gordon Mackenzie 
BSc LLB (Monash) LLM (Sydney) Grad Dip Securities Analysis F Fin 
FTIA 

Gordon is a senior lecturer and joined Atax in February 2002. He has 
30 years experience in the field of superannuation, as an industry 
practitioner, consultant and teacher.  His roles have included: 

 technical services director at AMP Ltd (30 qualified staff 
serving 3000 financial planners) 

 superannuation lawyer responsible for superannuation funds 
holding $50bn in assets 

 teaching Taxation of Superannuation at postgraduate masters 
level 

 developing and teaching ‘Tax Strategies in Financial Planning’ 
curricula—an advanced course in the taxation of personal wealth 

 authorship of Taxation of Superannuation for Halsbury 
Australia. 

He has a Bachelor of Science (Biochem) and Bachelor of Laws from 
Monash University, a Master of Laws from Sydney University and a 
Graduate Diploma in Securities Analysis from the Financial Services 
Institute of Australasia. Gordon has extensive experience in corporate 
taxation, including restructures both domestically and internationally, 
and cross border transactions. 

Gordon has prepared and presented submissions to Government on 
behalf of many industry bodies and corporates in the financial services 
sector, on superannuation and international taxation, and securities law 
matters. He has also presented to Senate Standing committees on a 
number of occasions. 
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Letter of introduction 

This course focuses on taxation of corporate structures, with particular 
emphasis on tax consolidated groups. This is a ‘hands on’ course based 
on intensive examination of real world case studies. You will be 
encouraged to participate in group research on current problems. 
The course also examines tax structures in non-consolidated groups. 
This includes structures involving trusts, partnerships and joint 
ventures. It deals with practical problems arising from operating in 
groups like the flow through of tax preferences, the transfer of losses 
and bad debts. It covers the group consolidation regime and the many 
problems arising from its introduction. 

The intellectually challenging, and controversial, issue flowing 
through the materials is the complexity and implementation of the tax 
consolidation rules. Even though the tax consolidation rules have been 
legislated for 10 years now, pivotal parts of the rules have, and 
continue to be, amended. It is arguable that the rules have achieved the 
objective, as articulated in Ralph, for which they were intended—of 
tax consolidated groups deriving efficiencies from them. Certainly a 
group need only lodge one tax return, yet they, in effect, still need to 
retain the tax accounting records of each member of the group. On the 
other side, the ATO now only gets one tax return in respect of huge 
corporate groups which gives them very little visibility about how the 
group is perfroming from a compliance perspective. 

The consolidation rules fundamentally impact on corporate group 
taxation, having pervasive effects on tax attributes such as CGT cost 
bases and entitlement to deductions for losses.  They are a mix of legal, 
accounting and economic concepts. For this reason, the consolidation 
rules can have interesting and, at times, unintended interactions with 
business practice and other pre-existing areas of the tax law, such as 
the CGT rollover provisions and Part IVA. The consolidation rules 
have, since inception, therefore, been the subject of ongoing change 
and vigorous debate. This is highly likely to continue in the future. 

Your study of the rules in this course is aimed at establishing a 
thorough understanding of the fundamental rules around what entities 
can come within consolidation, what losses can be transferred to and 
utilised by a consolidated group, and when and at what rate they can be 
used. In addition, the course will provide you with a working 
knowledge of the entry and exit tax cost setting rules applicable when 
entities join and leave a group. Understanding these core concepts, and 
their interaction with other areas of the tax law, should place you in 
good stead to practically apply the provisions going forward. 
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Against that background, you will be in a position to analyse the 
following issues: 

 efficiency of forming a tax consolidated group 

 optimum vehicles for any particular trading or investment 
venture, and 

 how the group is to be structured, funded and run in order to 
secure the optimum outcome, looking to a mix of tax and 
general commercial considerations. 

Consideration of these questions raises complex issues. If, however, 
you continually go back to clear objectives and to the fundamentals of 
the tax provisions you should (a) be able to study the material in a 
focused manner and (b) be able to ‘see the wood for the trees’. 

All this is not to say that the details are not important. It is simply to 
say that the details and the difficulties are best mastered when you can 
see them clearly in perspective and when they are the route to the 
attainment of clear and practical objectives. 

If you approach the course in this spirit, you should gain much from it. 
Above all, you should on completion of the course have enhanced your 
practical ability to resolve questions relating to the choice, structure, 
funding and running of enterprises, with the focus on tax 
considerations and tax consolidations in particular. 

Both the Income Tax Assessment Act 1936 (the 1936 Act) and the 
Income Tax Assessment Act 1997 (the 1997 Act) have been referred to 
as the Act. Generally, reference to unhyphenated sections are 
references to the relevant sections of the 1936 Act. References to 
hyphenated sections (eg, s 104–20) are to relevant sections of the 1997 
Act. 

 

Gordon Mackenzie 
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Introduction to the course 

Relationship to other courses in program 

Tax and other principles bearing upon companies, partnerships and 
trusts are considered in relative isolation in ATAX0307/0407 Taxation 
of Corporate Finance, and ATAX0305/0405 Taxation of Trusts. 
ATAX0318/0418 Consolidations and Group Structures is a third tier 
course designed to lead students into the complex interaction between 
the key vehicles when used in conjunction with one another. 

Course objectives 

This course aims to: 

 provide an understanding of tax consolidation within groups in 
terms of what the rules are and what their purpose is 

 offer a tax-orientated treatment of partnerships and joint 
ventures 

 introduce students to ‘complex structures’ (ie, structures 
consisting of multiple vehicles, corporate groups) 

 develop analytical skills, and both a practical and theoretical 
understanding of the principles governing the choice to 
consolidate a group. 

Relationship with graduate attributes 

The Australian School of Business graduate attributes reflect the 
qualities and skills we expect our students to develop by the end of 
their degree, in addition to disciplinary and technical expertise.  
There are six attributes, as follows: 

1. Critical thinking and problem solving: Graduates will be able 
to collect, analyse and evaluate information and ideas, and 
define and solve problems. 

2. Communication: Graduates will be able to communicate 
effectively and confidently in oral and written forms, in a 
diverse range of contexts. 

3. Teamwork and leadership: Graduates will be able to display 
collaborative skills in teamwork and a capacity for leadership. 

4. Social, ethical and global perspectives: Graduates will be able 
to demonstrate understanding of social and global perspectives 
on a range of cultural, environmental and economic spheres of 
engagement. 
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5. In-depth engagement with relevant disciplinary knowledge: 
Graduates will be able to apply their in-depth knowledge of 
disciplinary fields in their practice. 

6. Professional skills: Graduates will be able to demonstrate the 
capacity to plan and manage their study and workloads to 
achieve self-direction, and personal and professional goals. 

This course will contribute to the development of these attributes as 
follows: 

1. Critical thinking and problem solving 

 Students will develop analytical skills, and both a practical and 
theoretical understanding of the principles governing the choice 
and structures of entities to be used for the purpose of trade or 
investment.  They will move beyond a static consideration of the 
taxation of companies, partnerships and trusts in isolation, to a 
consideration of the ‘synergies’, the opportunities, the 
complexities, and the problems, arising from their interaction. 

 Students will further develop skills of statutory construction and 
the ability to critically review interpretations of legislative 
provisions, in applying these provisions to specific problems. 

 In Masters’ research papers, students will demonstrate a critical 
approach to material presented and evidence of original and 
independent thought. 

2. Communication 

 Students will recognise and resolve legal and tax problems and 
develop clear, effective and well-reasoned analysis of the tax 
consequences of practical scenarios using the conventions of 
legal essay writing. 

3. Teamwork and leadership 

 Teamwork and collaborative skills are developed through the 
group research project available to students enrolled at the 
Masters level. 

5. In-depth engagement with relevant disciplinary knowledge 

 Students will appreciate the wider considerations which shape 
the tax playing field, such as the legal and ethical responsibilities 
faced by tax professionals and, increasingly importantly, the 
impact which proposed or future taxation reform measures will 
have on current or new complex structures. 
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Link to assessment 

The following table indicates which specific graduate attributes are 
developed and tested through each of the assessment tasks in this 
course. 

Assessment task Graduate attributes 

Assignments (Grad Dip) 1, 2 & 5 

Assignments (Masters Stream 1) 1, 2, 3 & 5 

Assignments (Masters Stream 2) 1, 2 & 5 

Module activities 1 & 5 

Final examination 1, 2 & 5 

Course evaluation and quality enhancement 

The Atax quality enhancement process involves regular review of 
courses and study materials by content and educational specialists, 
combined with feedback from students.  Towards the end of Semester, 
two online surveys will be released on myUNSW for your completion.  
For each course there is a ‘Teaching’ evaluation survey, which allows 
you to provide feedback on the effectiveness of your course lecturer, 
and a ‘Course’ evaluation survey, which focuses on the actual course 
content.  These surveys are administered as part of the UNSW Course 
and Teaching Evaluation and Improvement process (‘CATEI’).  
Your input into this quality enhancement process through completing 
these surveys is extremely valuable in assisting Atax to meet the needs 
of its students and to provide an effective and enriching learning 
experience.  The results of all surveys are carefully considered and do 
lead to action to enhance the quality or course content and delivery. 

Feedback received via the CATEI surveys is routinely considered in 
the revision of study materials for the subsequent offering.  However, 
the response rates for previous surveys have been very low and 
therefore difficult to interpret in any meaningful fashion in order to 
make specific enhancements to the course materials or delivery. 
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How to use this package 

If you are new to studying with Atax you should carefully read this 
Course Outline.  It contains most of the relevant information about 
how this course will be run and the expectations of you as a student.  
You should also refer to the Suggested Study Schedule at the end of 
this Course Outline.  To get the most out of your study we recommend 
that you follow this schedule through the course and fit various time 
demands into a well-organised diary. Systematic study through the 
Semester is the key to success in a flexible learning program. 

The Study Guide (which includes this Course Outline and the 
individual Modules) can help you in three ways. 
1. It sets out a clear path of study over the Semester and helps you 

plan your workload.  It also identifies learning outcomes and key 
concepts at the start of each module and provides a series of 
activities to help you learn actively and manage your own 
progress through the course. 

2. It contains the core content for the course (often with 
reference to legislation, textbooks and other relevant material).  
The structure and layout of the Study Guide is designed to 
highlight key points and assist your revision for assignments, 
research papers and examinations. 

3. It tells you when to refer to textbooks, legislation and other 
readings, giving precise details of what you should read. 

Note: These study materials belong to you.  You can keep them.  
You can, after you have made the decision to continue with the course, 
write on them if you wish.  If for any reason you decide to discontinue 
with the study of this course prior to census date, you must return these 
materials to Atax within seven days of withdrawing. 

Features of the Study Guide 

Each module includes a range of features to assist you in managing 
your learning and developing study skills.  These features include: 

 Overview page 

 Heading levels 

 Learning outcomes and key concepts 

 Module text 

 Activities and feedback 

 Readings 

 Margin notes 

 Instructional icons 

Please familiarise yourself with the Key to Instructional Icons on the 
following page.  These icons are intended to help you navigate the 
study materials and to encourage active learning. 
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Key to instructional icons 

 

compulsory reading  

  

write responses outside 
the Study Materials 

     

optional reading 

  

 
write response in the 

Study Materials 
 

     

 

note this important point  

 

pause to reflect 

     

recall earlier work 

 

 
prepare for discussion in an 

Audio Conference or Webinar 
 

     

    

discuss with colleague   

    

discuss with study group 

     

access Blackboard or 
the internet 

 

 
undertake investigation 

or research 
     

     

   

use video resource  

 

use audio resource 

     

use software 

 

 perform fieldwork 

   

 
 
 

Only some of the media shown in the instructional icons are used in this course. 
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Profile of this course 

Course description 

Course number/s 
 

ATAX0318/0418 

Course name 
 

Consolidations and Group Structures 

Units of credit 
 

6 

Suggested study  
commitment 

You should plan to spend an average of 10–12 hours per week on this 
course to perform well (including class attendance, online 
participation, assignments, examination preparation etc).  
The information included on the overview page of each module 
should help you plan your study time. 

Semester and year 
 

Semester 2, 2012 

Lecturer/s Gordon Mackenzie 

Contact details 

Telephone: 

Fax: 

Email: 

 

+61 (2) 9385 9521 

+61 (2) 9313 6658 

Gordon.mackenzie@unsw.edu.au 
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Textbooks and references 

Prescribed textbook/s 

There are no prescribed textbooks for this course. 

Act/s 

You must purchase or have access to the following publication/s. 

Income Tax Assessment Act 1936 

Income Tax Assessment Act 1997 

These are referred to throughout the Study Guide as ‘Act’. 

Citation and style guide 

In presenting written work for assessment in this course you must use 
an appropriate and consistent style for referencing and citation.  
The following is a selection of acceptable citation and style guides, 
which you may use as the basis for your written work.  You must 
purchase or have access to one of the following publications. 

Rozenberg P, Australian guide to uniform legal citation (Sydney: 
Lawbook Co, 2nd ed, 2003). 

Stuhmcke A, Legal referencing (Sydney: LexisNexis Butterworths, 3rd 
ed, 2005). 

Australian guide to legal citation (Melbourne University Law Review 
Association & Melbourne Journal of International Law, 3rd ed, 2010). 
Available from http://mulr.law.unimelb.edu.au/go/aglc 

Recommended reference/s 

Below is a list of further references that you may find useful in this 
course.  Purchase of recommended references is not compulsory. 

Woodley M (ed), Osborn’s Concise Law Dictionary (London: Sweet 
& Maxwell, 11th ed, 2009). 

This is the classic, concise dictionary of legal terms which is very useful for students 
of law based subjects. 

Consolidation reference manual (Nat 6835) at: 

 http://www.ato.gov.au/large/content.asp?doc=/content/34764.ht
m 
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Supporting your learning 

Conferencing 
Conferences may be either in the form of an audio conference 
(conducted by telephone) or a webinar (ie, a web-based Conference 
conducted over the Internet). Instructions on preparing for and 
participating in audio conferences and webinars are available on the 
Taxation & Business Law website and Blackboard. 

Conferences provide an opportunity for you to clarify and extend your 
understanding of the material in this course.  They are designed to try 
out new ideas and give you a forum to ask questions and discuss issues 
with your lecturer and other students.  Do not be afraid to participate—
it is only by trying out new ideas and exploring their dimensions that 
you will learn in any real depth. 

Thorough preparation is essential if you are to gain maximum benefit 
from a Conference.  You can only start to come to grips with material 
if you work on it actively.  As a general rule each Conference will 
cover the module/s between the previous Conference and the week it 
falls within on the Suggested Study Schedule. However, more specific 
information on material to be covered in each Conference may be 
provided via Blackboard throughout the Semester (see ‘Online learning 
in this course’ below).  Exact dates and times for Conferences will be 
advised via a timetable that you will receive prior to the 
commencement of the Semester. 

There are four audio conferences for this course during the Semester.  
The Suggested Study Schedule in this Outline indicates in which 
weeks Conferences will be held.  Each Conference is of approximately 
one and a half hours duration. 

Remember Conferences are not lectures—your active participation 
is an important part of the learning experience and preparation 
for examinations! 

Regional Classes 
In this course, a Regional Class will be offered this semester.  
This Regional Class may be offered in face to face mode, it may be 
through a Webinar, or where these modes are not viable it may be 
through an Audio Conference.  Attendance is strongly recommended, 
as Regional Class material is examinable.  Registration for these 
classes is essential, as it is on the basis of student registration numbers 
that a decision is made on the format and locations of these classes. 

Outline Page 14 Atax 



 ATAX0318/0418 Consolidations and Group Structures 

A recording of each Regional Class will be made available to students 
shortly after the class. 

Regional Classes will be held during Weeks 9 and 10 of the Semester.  
Full Regional Class details (including the mode, dates, venues and 
times) will be provided early in the Semester via Blackboard and 
through a link on the school’s website. 

School of Taxation & Business Law 
Website 
The School of Taxation & Business Law’s website is at: 

 http://www.asb.unsw.edu.au/schools/taxationandbusinesslaw/Pa
ges/default.aspx 

In addition to general information for all of the School’s students and 
visitors, there is a portal under Student Resources which contains 
information specific to those students studying Atax courses—for 
example, information about exams, regional classes, timetables and the 
Weekly Bulletin: 

 http://www.asb.unsw.edu.au/schools/taxationandbusinesslaw/stu
dentresources/taxationprogramresources/Pages/default.aspx 

You will also be able to access the UNSW Library and UNSW 
Blackboard from the School’s website (see further details of ‘Online 
learning in this course’ below). 

Library and resources 
There are several resources that you can access from the School of 
Taxation & Business Law website to help you with your academic and 
research goals. Online tax and legal resources can be found at: 

 http://www.asb.unsw.edu.au/schools/taxationandbusinesslaw/stu
dentresources/Pages/usefullinks.aspx 

From this site you can access: 

 The UNSW Library for the library catalogue, online databases 
and e-journals 

 UNSW Library Online Training for guides on library research 
skills 

 The UNSW Learning Centre for online academic skills 
resources (eg, essay and assignment writing, plagiarism), and 

 ‘Gateway’ links to legislation, case law, tax and accounting 
organisations and international tax agencies. 
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The main UNSW Library website provides access to the general 
UNSW Library resources as well as a guide to legal research and links 
to major legal websites.  The Library website is located at: 

 http://info.library.unsw.edu.au 

For more tax specific information, you should access the ‘Taxation’ 
subject guide at: 

 http://subjectguides.library.unsw.edu.au/taxation 

The ‘Accounting’, ‘Business’, ‘Economics’ and ‘Law’ subject guides 
can also be accessed at: 

 http://subjectguides.library.unsw.edu.au/index.php 

UNSW Library staff will assist you with: 

 locating journal articles, cases and legislation 

 searching on-line databases and e-journals through Sirius 

 loans of books 

 photocopies of articles, cases etc which can be arranged free of 
charge. 

You can contact Library staff via the Library website or by telephone 
on +61 (2) 9385 2650. Additionally, contact information for the 
Faculty Outreach Librarians can be found at: 

 http://www.library.unsw.edu.au/about/corporate/outreach.html 

Newly-enrolled postgraduate students in the Atax program will also 
receive a copy of the ‘Advanced Taxation Research and Writing’ 
handbook to assist in the development of these skills. 

Online learning in this course 
This course will use an online learning platform called ‘UNSW 
Blackboard’, where lecturers post messages and deliver documents to 
their class, and students can complete quizzes, submit assignments and 
participate in discussions. This platform is an important link between 
you and your lecturer, and you should make a habit of accessing 
Blackboard as part of your study regime. 

All Atax courses will have an associated course website on UNSW 
Blackboard, which can be accessed only by students enrolled in that 
particular course. The contents of each site will vary, but at a minimum 
will provide you with access to information about the course, 
assignment submission, email, relevant links to online resources and 
the opportunity to network with fellow students.  In addition, 
Conferences will be recorded and made available via Blackboard. 
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Your printed course materials may refer you to Blackboard to access 
materials, download assignment templates or engage in discussions. 
Your lecturer will also advise you of the extent to which they will be 
using Blackboard during the Semester. 

Blackboard support 

A complete library of how-to guides and video demonstrations on how 
to log into Blackboard learning management system, download and 
submit assignment templates, forward email and take part in online 
discussions is available.  The site can be accessed via the TELT 
Gateway at www.telt.unsw.edu.au. The direct address is:  

 http://support.telt.unsw.edu.au/blackboard 

Accessing PDF files on Blackboard 

Documents provided on Blackboard are in either Microsoft Word or 
Portable Document Format (PDF).  You will need Adobe Acrobat 
Reader to view and print PDF files.  You can download Adobe 
Acrobat Reader free of charge from the following web address: 

 http://get.adobe.com/reader/ 

Blackboard technical support 

If you encounter a technical problem while using Blackboard, please 
contact the UNSW IT Service Desk via the following channels: 

Email: ITServiceCentre@unsw.edu.au 

Telephone: +61 (2) 9385 1333 

Phone and email support is available Monday to Friday 8am – 8pm, 
Saturday and Sunday 11am – 2pm. 

Other support 
Additional support for students is available from the UNSW 
Independent Learning Centre, which provides a range of services to 
UNSW students.  The Learning Centre website also features very 
helpful online resources which may assist you to refine and improve 
your study skills.  You can access these resources and find out more 
about the services available at www.lc.unsw.edu.au. 
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As well as the Learning Centre, the faculty’s Education Development 
Unit (EDU) provides academic writing, study skills and maths support 
specifically for ASB students. Services include workshops, online and 
printed resources, and individual consultations.  For further 
information, see: 

 http://www.asb.unsw.edu.au/learningandteaching/studentservice
s/Pages/default.aspx 

The EDU Office is in Room GO7, Ground Floor, ASB Building 
(opposite Student Centre) and contact details are as follows: 

Phone: +61 (2) 9385 5584 

Email: edu@unsw.edu.au  

The ‘Academic Support’ section of the Atax Student Guide details 
further services available to assist you to achieve success in the Atax 
learning environment. 

Those students who have a disability that requires some adjustment in 
their teaching or learning environment are encouraged to discuss their 
study needs with the course convenor prior to, or at the commencement 
of, their course, or with the Equity Officer (Disability) in the UNSW 
Equity and Diversity Unit (telephone: +61 (2) 9385 4734; email: 
seadu@unsw.edu.au). Issues to be discussed may include access to 
materials, signers or note-takers, the provision of services and 
additional exam and assessment arrangements.  Early notification is 
essential to enable any necessary adjustments to be made.  For further 
information, you may also wish to look at the Student Equity and 
Disabilities Unit homepage at http://www.studentequity.unsw.edu.au/ 

Plagiarism 
The following discussion of plagiarism is adapted from the UNSW 
website at https://my.unsw.edu.au/student/atoz/Plagiarism.html. 

Plagiarism is using the words or ideas of others and presenting them as 
your own. Plagiarism is a type of intellectual theft. It can take many 
forms, from deliberate cheating to accidentally copying from a source 
without acknowledgement. 

Examples of plagiarism include: 

 direct duplication of the thoughts or work of another, including 
by copying work, or knowingly permitting it to be copied—this 
includes copying materials, ideas or concepts from a book, 
article, report or other written document (whether published or 
unpublished), computer program or software, website, internet, 
other electronic resource, or another person’s assignment, or the 
student’s own assignment from a previous course, without 
appropriate acknowledgement 
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 quotation without the use of quotation marks 

 paraphrasing another person’s work with very minor change 
keeping the meaning, form and/or progression of ideas of the 
original 

 citing sources which have not been read, without acknowledging 
the ‘secondary’ source from which knowledge of them has been 
obtained 

 piecing together sections of the work of others into a new whole 

 presenting an assessment item as independent work when it has 
been produced in whole or part in collusion with other people 
(eg, another student or tutor) 

 claiming credit for a proportion of work contributed to a group 
assessment item that is greater than that actually contributed 

 using another person’s ideas or words in an oral presentation 
without crediting the source. 

Note also that submitting your own assessment item that has already 
been submitted for academic credit at UNSW or elsewhere may also be 
considered plagiarism. 

The basic principles are that you should not attempt to pass off the 
work of another person as your own, and it should be possible for a 
reader to locate information and ideas you have used by going to the 
original source material. Acknowledgement should be sufficiently 
accurate to enable the source to be located quickly and easily. 

The University has adopted an educative approach to plagiarism and 
has developed a range of resources to support students. If you are 
unsure whether, or how, to make acknowledgement, consult your 
lecturer or visit The Learning Centre at UNSW or at the following 
address: 

 http://www.lc.unsw.edu.au/ 

For more information, please refer to UNSW’s Plagiarism & Academic 
Integrity website at the following address: 

 http://www.lc.unsw.edu.au/plagiarism/index.html 

Academic Misconduct carries penalties. If a student is found guilty of 
academic misconduct, the penalties include warnings, remedial 
educative action, being failed in an assignment or excluded from the 
University for two years. 
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Assessment for Graduate Diploma students 

Note: Students enrolled in a Graduate Diploma through the 
UNSW Law School must complete the Masters level assessment. 

All assignments must be submitted electronically through Blackboard. 
Please refer to Appendix A for guidelines on assignment preparation 
and rules for electronic submission of assignments (as well as 
information on deadlines and penalties for late submission). 

Assessment for Graduate Diploma students undertaking this course 
will be on the basis of: 

(a) Assignments 60% 

(b) Final examination 40% 

In order to pass this course, a student enrolled at Graduate Diploma or 
Graduate Certificate level must obtain: 

 50 per cent or more of the total marks available in the course 
and 

 at least 40 per cent of the marks available for the final 
examination in the course. 

Assignments 

Assignment submission dates 

There are 2 assignments: 

Assignment 1 
Due date: Monday, 20 August 2012 
Weighting: 30% 
Word limit: 2500 words (plus or minus 10%) 

Assignment 2 
Due date: Tuesday, 2 October 2012 
Weighting: 30% 
Word limit: 2500 words (plus or minus 10%) 

 

Assignment topics are included on the following pages. 
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Final examination 

The final examination will be open book, of 2 hours duration plus 
10 minutes reading time, and will cover the whole Semester’s content.  
Note that you will not be permitted to write during the reading time. 

Examinations are held from Friday, 26 October 2012 to Tuesday, 
13 November 2012 for Semester 2, 2012.  Students are expected to be 
available for exams for the whole of the exam period. 

The final examination timetable is published prior to the examination 
period via the Atax Weekly Bulletin and on the School’s website at: 

 http://www.asb.unsw.edu.au/schools/taxationandbusinesslaw/stu
dentresources/taxationprogramresources/Pages/bulletin.aspx 

This is not a negotiable schedule.  Atax publishes it as a matter of 
courtesy, and to ensure that any clashes of Atax examinations are 
brought to our attention. 
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Assignment 1 
Due Date: To be submitted via Blackboard by 

Monday, 20 August 2012 (Midnight, EST) 

Weighting: 30% 

Length: 2500 words (plus or minus 10%) 

Note: This assignment topic is for Graduate Diploma 
students only.  The assessment requirements for 
Masters students can be found in a separate section 
of the Course Outline (refer to Table of Contents on 
page 3) 

 Students enrolled in a Graduate Diploma through 
the UNSW Law School must complete the Masters 
level assessment. 

Topic: Consolidation—comparative analysis 

Identify at least one other foreign jurisdiction that has an income tax 
consolidation regime for corporate groups. Compare and contrast key 
aspects of that jurisdiction’s income tax consolidation regime to the 
fundamentals of the Australian income tax consolidation system as 
contained in Part 3–90 ITAA97. In particular, highlight any key 
similarities and differences as regards: 

(a) the ability of foreign owned groups to participate in the regime 
(consider Australia’s MEC grouping rules) 

(b) the ownership requirements for eligibility (who can participate 
and on what basis?) 

(c) whether, and the extent to which, transactions between members 
are disregarded for income tax purposes (is there a similar 
approach to our Single Entity Rule?) 

(d) how the tax costs of assets are treated (do tax costs need to be 
reset on entry and exit, and if so, broadly explain how?) 

(e) the transfer and utilisation of tax attributes such as tax losses (is 
this possible, and broadly, what are the requirements?), and 

(f) the preparation and lodging of tax returns by the group (is a 
single group return prepared by the head entity?). 

In your analysis, identify where you think the Australian approach 
might be improved by offshore model(s), and, also where you consider 
the Australian approach represents best practice. You will need to 
balance the technical detail with a concise articulation of the main 
similarities, differences and possible improvements you identify. 
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Evaluation criteria 

An important note on word limits 

Assignments are exercises in filtering material and communicating it 
succinctly.  Quantity is not to be confused with quality.  Atax lecturers 
will uniformly apply this principle in their assessment of assignments. 

Most word processing packages indicate word lengths, or otherwise 
some manual check must be done in the drafting process.  Indicate the 
actual number of words of your assignment in the space indicated on 
your assignment cover sheet. 

The following criteria will be used to grade assignments: 

 ability to cut through the undergrowth and penetrate to key 
issues 

 identification of key facts and the integration of those facts in 
the logical development of argument 

 in the case of problem assignments, this means tying argument 
back to the problem and severely pruning less relevant material 

 demonstration of a critical mind at work and, in the case of 
better answers, of value added to key issues over and above that 
of the source materials 

 clarity of communication—this includes development of a clear 
and orderly structure and the highlighting of core arguments 
(including, where appropriate, headings) 

 sentences in clear and, where possible, plain English—
this includes correct grammar, spelling and punctuation 

 accurate numerical answers 

 use of graphs, where appropriate, to support your argument 

 correct referencing and bibliographic style in accordance with a 
recognised and appropriate citation and style guide (when 
uploading, check your footnotes have been correctly submitted). 

You are encouraged to read beyond the study materials and references 
to do the assignment. 
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Assignment 2 
Due Date: To be submitted via Blackboard by 

Tuesday, 2 October 2012 (Midnight, EST) 

Weighting: 30% 

Length: 2500 words (plus or minus 10%) 

Note: This assignment topic is for Graduate Diploma 
students only.  The assessment requirements for 
Masters students can be found in a separate section 
of the Course Outline (refer to Table of Contents on 
page 3) 

 Students enrolled in a Graduate Diploma through 
the UNSW Law School must complete the Masters 
level assessment. 

Topic: Specific anti-avoidance 

Discuss what is meant by the terms ‘franking credit trading’ and 
‘dividend streaming’. Give examples of each. After doing so, identify 
and explain the operation of the specific anti-avoidance rules 
introduced into the income tax law to address these activities. 

In your analysis, refer to relevant case law and rulings. Offer your 
views on whether the specific anti-avoidance rules are well targeted to 
address the mischief inherent in ‘franking credit trading’ and ‘dividend 
streaming’ or whether they are excessively broad in their application so 
as to capture ordinary commercial transactions. 

Conclude your analysis with a discussion about the effectiveness of the 
rules. 
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Evaluation criteria 

An important note on word limits 

Assignments are exercises in filtering material and communicating it 
succinctly.  Quantity is not to be confused with quality.  Atax lecturers 
will uniformly apply this principle in their assessment of assignments. 

Most word processing packages indicate word lengths, or otherwise 
some manual check must be done in the drafting process.  Indicate the 
actual number of words of your assignment in the space indicated on 
your assignment cover sheet. 

The following criteria will be used to grade assignments: 

 ability to cut through the undergrowth and penetrate to key 
issues 

 identification of key facts and the integration of those facts in 
the logical development of argument 

 in the case of problem assignments, this means tying argument 
back to the problem and severely pruning less relevant material 

 demonstration of a critical mind at work and, in the case of 
better answers, of value added to key issues over and above that 
of the source materials 

 clarity of communication—this includes development of a clear 
and orderly structure and the highlighting of core arguments 
(including, where appropriate, headings) 

 sentences in clear and, where possible, plain English—
this includes correct grammar, spelling and punctuation 

 accurate numerical answers 

 use of graphs, where appropriate, to support your argument 

 correct referencing and bibliographic style in accordance with a 
recognised and appropriate citation and style guide (when 
uploading, check your footnotes have been correctly submitted). 

You are encouraged to read beyond the study materials and references 
to do the assignment. 
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Assessment for Masters students 

Note: Students enrolled in a Graduate Diploma through the 
UNSW Law School must complete the Masters level assessment. 

All assignments must be submitted electronically through Blackboard. 
Note, however, that your Research Paper synopsis (if required) should 
not be submitted through the assignment section of Blackboard.  
Please refer to Appendix A for guidelines on assignment preparation 
and rules for electronic submission of assignments (as well as 
information on deadlines and penalties for late submission). 

Masters students must select one of two separate assessment streams in 
this course: 

 Assessment Stream 1 involves group work using Blackboard 
combined with a short individual report and the normal 
examination. 

 Assessment Stream 2 is based on the more traditional 
combination of research paper and examination.  Full details are 
provided below. 

YOU ARE STRONGLY ENCOURAGED TO SELECT 
ASSESSMENT STREAM 1. 

Please note that there is no scope for changing between streams 
during the session.  If you elect to follow Assessment Stream 1 
(Blackboard/Group work) you must actively commit yourself to a 
group and a group research topic in Blackboard by the end of Week 3 
of session (see below for instructions).  Once you have done so, you 
may not opt out of Assessment Stream 1 to do the individual research 
paper in Assessment Stream 2.  Similarly, if you have not registered 
for a group and a group research topic by the end of Week 3, you will 
be required to undertake the Assessment Stream 2 option. 
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Masters Assessment Stream 1 
Assessment for Master’s students undertaking Assessment Stream 1 in 
this course will be on the basis of: 

(a) Joint research paper 40% 

(b) Individual policy memo on joint paper 20% 

(c) Final examination 40% 

Group research paper 

These group research topics are an opportunity to develop team 
research skills in order to produce a high quality product. Students will 
be given directions via the Blackboard site for this course. 

There are two elements: a 3500 word joint research paper (40%) and a 
1500 word personal minute on policy and planning implications of the 
group project (20%). 

Submission dates and further details of these assessment tasks follow. 

Submission dates 

Registration for group topic Monday, 30 July 2012 

Draft group research paper 
posted on Blackboard Monday, 27 August 2012 

Final submission of 
group research paper Tuesday, 2 October 2012 

Individual assignment (policy minute 
based on group research paper) Monday, 15 October 2012 

* Marks will be allocated to the final submission of the group 
research paper and the individual assignment.  The final 
submission of the group research paper should be posted in the 
appropriate area in Blackboard.  The individual assignment 
should be submitted electronically through Blackboard in the 
usual way. 
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Registering for a group research paper 

If you wish to undertake Assessment Stream 1, you must register for 
one of the designated group research topics by the beginning of 
Week 3 of the session (ie, Monday, 30 July 2012).  A maximum of 
five (5) students will be permitted to register for any one joint research 
paper. 

Topics will be allocated on a first come first served basis. 

Instructions on how to register for a group research topics will be 
provided on Blackboard early in the Semester.  Remember that there is 
a limit of five students permitted to join a group for any of the group 
topics.  Note also that once you have registered for a particular 
topic, you may not change to another topic. 

Technical assistance 

Do not be discouraged from participating in the group work option 
because you are not confident about using the web environment.  
The emphasis is on the opportunity to work collectively to produce 
high quality research—not testing your IT skills.  For technical 
support, please contact the UNSW IT Service Desk via the following 
channels: 

Email: servicedesk@unsw.edu.au 

Telephone: (02) 9385 1333 

If you are unable to obtain timely assistance from the IT Service Desk, 
you may contact Margaret Connor, the Atax Educational Designer, at 
m.connor@unsw.edu.au, who may be able to provide the support you 
require. 
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Managing your research group 

The onus is on you, as postgraduate students, to manage your own 
research group.  All students registered for a topic must collectively 
produce a single research paper on that topic (you may not split into 
sub-groups and submit more than one paper). 

Once you have five students in your group, you may start work on 
your research (you do not have to wait until Week 3).  A group area 
will be provided on Blackboard for members of your group—and only 
members of your group and the course lecturer will have access to this 
area.  Notification of the set up of your group area and further detail on 
how to use the group area will be provided in the appropriate forum in 
Blackboard.  It is likely that these group areas will not be set up until 
the end of Week 3. 

It is important that you do not underestimate the time involved in 
undertaking the research of these questions nor the time to bring it to 
draft stage or mounting on Blackboard.  When organising your group 
research project, try to identify distinct tasks that individual group 
members can undertake and bring back to the group (rather than all 
group members undertaking similar research). 

Group Mark Allocation Algorithm 

A special procedure will be used to allocate marks to Group members 
for their contribution to the Group’s report. 

Firstly, each Group’s report will be allocated a mark out of 100%. 

Secondly, members of the groups will then be asked to assign a mark to 
each group member based on this mark.  The group can choose to 
assign the same mark to all group members or different marks to 
different persons based on their respective contributions. 

For example, if a Group report is given 70% and the Group has 5 
members, the Group has some 350% to allocate between its 5 members 
(on the condition, obviously, that no person receives more than 100%).  
The Group can decide to allocate the same mark to all because they 
contributed equally (ie, 70% in our example).  Alternatively, the Group 
can agree to a different allocation (such as 75% to 4 persons and 50% 
to the fifth) as long as the total percentage points allocated sums to 
350%. 

Thirdly, all Group members must agree to the final assignment of 
marks between group members and correspond with the lecturer to this 
effect in the Blackboard Discussion (Group) area. 

This method has proven to be fair and just in the past.  Remember, 
Group research is just that, group research, and if you do not 
participate, your marks will reflect this fact. 
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Group research topics 

Note on presentation: Your group research project should adhere to 
the normal guidelines for Master’s Research Papers in the Atax 
program.  Please refer the assignment preparation guidelines outlined 
in Appendix A and also the sections on research, presentation, and the 
evaluation criteria on pages 40–42 of this Course Outline. 

1. Setting cost bases by the head company in a consolidated 
group 

 The allocable cost amount (‘ACA’) as reduced by the tax cost 
setting amounts of the retained cost base assets is apportioned 
over the reset cost base assets of the joining entity based on their 
market value (s 703–35).  These are, essentially, the mechanics 
for setting cost bases for the assets of entities that join a 
consolidated group.  However, this relatively straight forward 
principle has hidden issues.  In particular, what exactly are the 
assets that this formula is referring to? Look at the meaning of 
the term ‘asset’ for the purposes of the consolidation rules, and 
the Commissioner’s view on this. Critically analyse them. 

 Is the concept of what is an asset for tax consolidation 
purposes limited to accounting concepts, or does it go 
broader than that? 

 Does the meaning embrace the concept of an asset for 
consolidation purposes as intended by Parliament? 

 How is goodwill dealt with in terms of recognition and 
calculation for tax cost setting purposes? 

 How are intellectual property and other intangibles 
(eg, customer relationships) dealt with in terms of 
recognition and calculation? 

 Are there any overlap issues in distinguishing these from 
goodwill for tax cost setting purposes?  If so what are the 
consequences and how can they be resolved? 
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2. Consolidations: transfer and carry forward of losses, 
franking credit transfer and bad debt measures 

 This topic focuses on the transfer to, and carrying forward of, 
losses and other attributes in consolidated groups. 
Critically examine the rules governing the transfer of losses, 
franking credits and entitlements to deductions for bad debts 
from a joining entity to a consolidated group. What then needs 
to happen for those losses and other attributes to be utilised? 
Clearly explain any limitations on this imposed by the 
consolidation provisions, and the policy intent for maintaining 
such limitations. 

 Be sure to describe any challenges, opportunities and practical 
difficulties in terms of compliance that may arise. What has 
Parliament done, for example, in relation to the application of 
the Continuity of Ownership Test and Same Business Test to 
consolidated groups, to mitigate compliance issues and 
unintended consequences? Are these appropriate and what 
further improvements might be able to be made? 

 If possible, tie the issues you identify down to practical case 
studies highlighting any advantages and disadvantages and 
compliance issues for consolidated groups. Examine the 
practical effect of the measures.  You might do a risk assessment 
of the relevant provisions in the legislation. 

You might visit off-shore models for comparable legislation 
around group loss transfer and recoupment rules and follow 
though on any problems encountered in those jurisdictions. 
This paper should include a full literature search. 
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3. Consolidations: interaction with roll-over rules 

 This topic focuses on the way in which the roll-over rules, 
particularly those contained in Div 125, Subdiv 124–G, and 
Subdiv 124–M ITAA97 interact with the consolidation 
measures. It will include issues of capital gains cost base and 
other cost setting rules at the time of consolidation. In particular, 
what are the income tax consequences when a company is 
interposed between the head company of a consolidated group 
and its shareholders? 

 Also, what happens when a head company acquires another 
entity in exchange for cash and or shares? In this context, 
consider whether there are differences in outcome depending on 
whether cash or share consideration is involved.  How must such 
transactions be structured to attract roll-over relief, and can one 
particular roll-over provide a better outcome over another in 
terms of resetting the tax costs for underlying group assets? 
Are there any integrity rules that apply in these situations, if so, 
what are they and how might they operate in relation to any tax 
benefits attained? 

 You should also ensure your analysis considers the interaction 
between the demerger rules in Div 125 ITAA97 and the 
consolidation provisions. What are the income tax consequences 
when a head company demerges an entity from its consolidated 
group? 

 Focus on key opportunities and challenges for groups that 
may undertake these kinds of takeover and demerger 
transactions and, if possible, tie them down to practical case 
studies. Can such transactions be sequenced or combined in 
particular ways to access benefits under both the CGT and 
consolidation provisions? Examine the practical effect of the 
measures. 

 You might do a risk assessment of the relevant legislative 
provisions and review case law and rulings. You might visit 
off-shore models for comparable legislation and follow though 
any problems encountered in those jurisdictions. This paper 
should include a full literature search. 
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4. Consolidations: eligible groups 

 This topic focuses on conditions for entry into the consolidated 
group regime. What entities can enter? How does the Australian 
nexus rule operate? How do the consolidated group membership 
rules interact with the Debt/Equity Rules in Div 974 ITAA97? 
What are the challenges and opportunities that might arise from 
this? How do the MEC rules compare to the rules for wholly 
Australian owned groups? Do you consider there to be any 
possible tax planning advantages available to MEC (ie, foreign 
owned groups) that might not be otherwise available to 
consolidated groups without foreign ownership. 

 In this context, consider the interactions between the rules for 
MEC groups and Div 855 ITAA97. Are there any particular 
structuring advantages available to foreign owned groups and if 
so, how might they be achieved? Is this considered a problem, 
and how might it be rectified? 

 Do a detailed analysis of the key provisions and, if possible, 
tie them down to practical case studies highlighting 
advantages, disadvantages and any potential problems in 
their operation. Examine the practical effect of the measures. 

You might visit off-shore models for comparable legislation and 
follow though the problems encountered in those jurisdictions. 
This paper should include a full literature search. 

5. Consolidations: impact on non-consolidated groups 

 Set out in clear terms, the impact of the consolidations regime 
and related reforms on the ability of non-consolidated groups to 
shift tax benefits round a group, including through deductions, 
loss transfers, roll-overs, value shifting and franking credits. 
Compare the current state of play with the old grouping rules 
available pre-consolidation. One of the larger problems with 
non-consolidated groups is the flow through of benefits through 
multi-layered entity structures. In a clear, tight analysis, discuss 
the range of opportunities and problems for non-consolidated 
groups in relation to transferring tax benefits around such 
groups, and provide a clear synthesis of the essence of any 
shortcomings you perceive remain in the existing law. 
Add value to existing analysis in the materials and the literature 
by commenting on whether any particular combination of non-
consolidated entities can provide potential tax advantages to 
transaction structures. To what extent did the package of Ralph 
reforms (including the consolidation measures) deal with any 
problems? Focus on a detailed analysis of key provisions and, 
if possible, tie them down to practical case studies 
highlighting their operation. 
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Masters Assessment Stream 2 
Assessment for Master’s students undertaking Assessment Stream 2 in 
this course will be on the basis of: 

(a) Research plan and annotated reading list 10% 

(b) Research paper 50% 

(c) Final examination 40% 

All assignments must be submitted electronically through Blackboard. 
Note, however, that your Research Paper synopsis (if required) should 
not be submitted through Blackboard. 

In order to pass this course, a student enrolled at Masters level must 
obtain: 

 50 per cent or more of the total marks available in the course 
and 

 at least 40 per cent of the marks available for the final 
examination in the course. 

Research Paper submission dates 

Research Paper synopsis (if required) 

Due date: Monday, 6 August 2012 
Word limit: 1 page (or as required) 

Assignment 1 (Research Paper Plan and Reading List) 

Due date: Monday, 20 August 2012 
Weighting: 10% 
Word limit: 1000 words (plus or minus 10%) 

Assignment 2 (Research Paper) 

Due date: Tuesday, 2 October 2012 
Weighting: 50% 
Word limit: 5000 words (plus or minus 10%) 
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Assignment 1 
Due Date: To be submitted via Blackboard by 

Monday, 20 August 2012 (Midnight, EST) 

Weighting: 10% 

Length: 1000 words (plus or minus 10%) 

Note: This assignment topic is for Masters students 
only.  The assignment topics for Graduate Diploma 
students can be found in a separate section of the 
Course Outline (refer to Table of Contents on 
page 3). 

Research Paper Plan 

Prepare a Research Plan and an Annotated Reading List (includes 
Bibliography) for your research paper.  Your Research Plan should 
identify the key issues and outline the structure for your research paper 
(but do not write out an answer). 

You may select one of the prescribed topics, or devise your own 
research topic (see below). 

Please note that an example of an Annotated Reading List 
(Bibliography) has been placed on Blackboard under Course Materials 
and further details are provided below.  You are only required to 
annotate 3 or 4 of the total references.  You can include cases and 
legislation in your list. 

Page 2 of Appendix A provides details of the set out for a 
Bibliography. 

Please note that the word limit of 1000 words is for the total of the 
Plan and the Annotated Bibliography. 
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Prescribed topics: 

1. What is the current attitude of the legislature to tax benefit 
shifting in corporate groups? Follow this question through with a 
critical analysis of ‘informal shifting’ tolerated through various 
tax planning devices and legislative provisions (particularly in 
the financing area), which seem to assume a degree of tolerance 
to such practices. You may mention Part IVA in the course of 
analysis but do not focus on this provision. 

2. Consolidating for income tax was intended to make life easier 
for corporate groups, but also to ‘codify’ all those integrity rules 
about utilisation of losses within a group.  However, clearly 
corporate groups use consolidations if it is advantageous for 
them to do so.  But the question is how advantageous that is 
before the general anti-avoidance rule (Part IVA) applies. 

 Review the Commissioner’s views about when he will apply 
Part IVA to consolidations (‘The application of Part IVA to 
elections to consolidate’) available from the following address: 

 http://law.ato.gov.au/atolaw/view.htm?docid=CON/C9-1-
220 

 Has the Commissioner gone far enough, or indeed, too far, in his 
views?  Critically discuss this document.  Where does the line 
fall for acceptable consolidations and unacceptable 
consolidations? Critically examine any recent case law in this 
area. 

3. There is a view around that the consolidations rules are nothing 
more than very sophisticated (and, indeed, very technical) 
anti-avoidance rules intended to prevent ‘inappropriate’ 
(read ‘avoiding’) transfers of losses within groups. The other 
view going around of them (mainly from the tax lawyers) is that 
they are an ‘accountant’s tax’, in that they are heavily dependant 
on accounting concepts, rather than legal concepts on which 
most of the Australian income tax law is based. 

 Are these interpretations of the consolidations rules fair? 

 Review the reasons why the consolidations rules were 
implemented in order to interrogate the first opinion above. 
Were their other equally supportable reasons (compliance cost 
reduction, for example) which justified them? 

 Are they, indeed, a set of rules based on the accounting concepts 
of assets and liabilities, or do they go broader than that? 
Are there any possible adverse consequences from aligning the 
consolidation rules to accounting standards? If so, what are these 
and how can they be mitigated? 
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4. Tax Laws Amendment (2010 Measures No 1) Bill 2010 
introduced provisions into the consolidation regime dealing with 
rights to future income (RTFI) and residual tax cost setting 
amounts. The Explanatory Memorandum to that Bill forecast a 
small cost to revenue from the amendments. 

 After their enactment, the media reported of consolidated groups 
obtaining multi billion dollar tax benefits (deductions and 
refunds) from the RTFI and residual tax cost setting amount 
rules, prompting a Government response. This culminated in 
further amendments to retrospectively pare back the originally 
introduced measures and limit availability of further deductions.  

 Critically analyse the history of the RTFI and residual tax cost 
setting amount measures. What were they intended to address 
and how could their operation as originally introduced have led 
to revenue leakage? Evaluate the Government response and 
explain how the rules were amended to reduce the scope of 
deductions available to consolidated groups. Was this an 
appropriate response? How could it have been improved and 
what uncertainty remains in the application of the rules? 

 As well as a detailed technical analysis, your response should 
examine the wider policy issues around retrospective legislation 
and the consultation process for major tax measures. 

5. One of the key themes in Ralph was that a long log of specific 
anti-avoidance provisions should be replaced by a, reformed, 
general anti-avoidance provision. What were the problems with 
previous generations of specific anti-avoidance provisions? 
What problems in Part IVA are the new generation of 
anti-avoidance provisions like ss 177E and 177EA meant to 
address? What approach do the new debt/equity rules 
foreshadow? Critically analyse Ralph’s diagnosis? Hard analysis 
on this please. Tie this discussion down to practical issues. Do 
these reforms deal with the essential problem? Is it possible to 
‘solve’ the problems or are they symptoms of larger issues? 
What are those issues and how should they be tackled? Do not 
attempt this question unless you can add value to the current 
debate. 

Alternative topic 

Alternatively, you may select your own topic in which case the prior 
agreement of the lecturer will be required.  Approval will not be 
granted if the topic overlaps substantially with work that you have 
submitted for another course.  You email your request to Gordon 
Mackenzie at gordon.mackenzie@unsw.edu.au. You must ensure that 
you have made your request for approval and submitted a synopsis by 
Monday, 6 August 2012. 
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Required for Research Plan and Annotated Reading List 
(Bibliography) 

The prescribed topic, or an alternative topic which you select and agree 
with your lecturer, will require a review of the relevant legislation, 
relevant textbooks, journal articles, reports and conference papers on 
the topic.  Depending on your argument, some cases may also be 
relevant.  The topic then requires a plan of how the information from 
these sources will be combined to answer the question that has been 
posed. 

Accordingly, you are required to: 

1. List the sources that will be of value to you in attempting to 
answer this question.  Organise the sources into groups 
according to their type—eg, legislation, textbooks (identify 
pages used), journal articles cases, conference papers etc. 

2. In the list of sources, give full and accurate references which 
accord with one of the approved citation and style guides (see 
list earlier in this Course Outline). 

3. Select 3 or 4 items from the list of sources that you find 
particularly valuable in answering the question.  Explain what it 
is that the selected sources say or provide, that makes them 
valuable and indicate how they contribute to the argument 
within your proposal (ie, your argument).  Merely descriptive 
selections will be unhelpful. 

4. Write a plan of your assignment indicating the structure, and 
identifying in point form the content of the parts of the 
assignment. 

DO NOT write up a full answer to the assignment. An example of an 
annotated reading list (from an unrelated area) may be found on the 
Blackboard site for this course. 
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Evaluation criteria 

An important note on word limits 

Assignments are exercises in filtering material and communicating it 
succinctly. Quantity is not to be confused with quality. Atax lecturers 
will uniformly apply this principle in their assessment of assignments. 

Most word processing packages can indicate word lengths, or 
otherwise some manual check must be done in the drafting process. 
Indicate the actual number of words of your assignment in the space 
indicated on your assignment cover sheet. 

The following criteria will be used to grade your assignments: 

 evidence of ability to conduct a literature survey to identify 
appropriate and relevant sources 

 an appropriate mix of sources, including relevant text books, 
refereed journal articles, and professional, official and technical 
references from both Australian and overseas sources 

 effective analysis and use of primary sources including reports, 
submissions, taxation statistics, case law and statutory material 

 ability to plan and structure a research paper, as evidenced in the 
submitted research paper plan 

 sentences in clear and, where possible, plain English—this 
includes correct grammar, spelling and punctuation 

 correct referencing and bibliographic style in accordance with 
the prescribed citation and style guide. 

You are expected to read well beyond the course materials and 
references to do the assignment. 

Atax Outline Page 39 



ATAX0318/0418 Consolidations and Group Structures  

Assignment 2 
Due Date: To be submitted via Blackboard by 

Tuesday, 2 October 2012 (Midnight, EST) 

Weighting: 50% 

Length: 5000 words (plus or minus 10%) 

Note: This assignment topic is for Masters students 
only.  The assignment topics for Graduate Diploma 
students can be found in a separate section of the 
Course Outline (refer to Table of Contents on 
page 3). 

Write and submit a research paper on the topic you identified for the 
first assignment. 

Note that you may wish to depart from your original plan either 
because you have changed your views or because of suggestions made 
on your first assignment.  That is acceptable, but if in doubt, you 
should discuss the matter with your lecturer. 

Guidelines 

The following guidelines have been developed to assist you to plan and 
complete your assessment. 

1. Planning the research 

Be aware that the session is very short and that there is no flexibility in 
the date for submission.  Once you have chosen the topic you should 
be in a position to identify the key issues that you will wish to focus 
upon in your paper.  Be modest and circumscribed in the goals you set 
yourself.  It is better to make good progress on narrow fronts than to 
produce vast and vague conjecture on a broad range of fronts.  
Remember that we are looking for the ability to filter complex material 
in an original and analytical manner. 

You will need to conduct a literature search at an early stage of 
the session in order to identify the materials available to you. 
Having identified and reviewed the material you will be able to 
consolidate the issues, and you can then prepare your annotated 
bibliography and plan. 
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2. Presentation 

You will probably find the writing of the final paper to be the 
easiest part of the process. The research paper should be organised, 
well-structured and make use of plenty of spacing and headings. 
They should be typed or word processed on A4 size paper with a 5cm 
margin. The number of words should be clearly stated at the end of the 
paper. All quotations should be fully referenced, and acknowledgment 
must be made of any work or material which is not your own. 
Beware of ‘overdoing’ quotes—they should be used sparingly and 
only where their inclusion adds value to the exposition. 

Each paper should commence with a short (less than one page) 
abstract, include a page of contents and conclude with a full 
bibliography. The word limit will not include the bibliography. 

It is to be hoped that some of the better research papers will be 
publishable without too much more work. It may well be that another 
outcome will be the stimulation of further work in the area by the 
specialist cells of the Tax Office and the professional bodies, using 
your work as the basis for such developments.  Your work may even 
be suitable for actual submission to the Board of Taxation. 

If you have any queries on the above, phone Gordon Mackenzie on 
+61 (2) 9385 9521 or e-mail to gordon.mackenzie@unsw.edu.au. 
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3. Assessment criteria 

Your research paper will be assessed according to the following: 

 clarity and strength of analysis—this will include evidence of 
your understanding of the issues involved in the topic, and your 
ability to use that understanding in an applied manner 

 ability to cut through the undergrowth and penetrate to key 
issues 

 effective organisation and communication of material (including 
economy of presentation—ie, a minimum of waffle) 

 clarity of communication—this includes sentences in clear and, 
where possible, plain English; it also includes correct grammar, 
spelling and punctuation 

 critical approach to material presented and evidence of original 
and independent thought 

 quality of judgment and balance in filtering the complex 
material you are dealing with 

 knowledge of the subject area and an ability to locate your 
chosen area of research within an appropriate context—
in certain circumstances international comparisons may be 
appropriate 

 quality of research and bibliography 

 correct referencing and bibliographic style in accordance with a 
recognised and appropriate citation and style guide (when 
uploading, check your footnotes have been correctly submitted). 

Final examination 
The final examination will be open book, of 2 hours duration plus 
10 minutes reading time, and will cover the whole Semester’s content.  
Note that you will not be permitted to write during the reading time. 

Examinations are held from Friday, 26 October 2012 to Tuesday, 13 
November 2012 for Semester 2, 2012.  Students are expected to be 
available for exams for the whole of the exam period. 

The final examination timetable is published via the Atax Weekly 
Bulletin and on the Atax website prior to the examination period.  
This is not a negotiable schedule.  Atax publishes it as a matter of 
courtesy, and to ensure that any clashes of Atax examinations are 
brought to our attention. 
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Suggested study schedule 
Week Beginning Module Topic Events and submissions

1 16 July 1 Corporate tax planning: Case studies 

2 23 July 2 Consolidated groups Audio Conference 1

3 30 July 2 Consolidated groups 
Masters Stream 1—

Registration for group topic

4 6 August 2 Consolidated groups 
Masters Stream 2—Synopsis

(if required)

5 13 August 3 
Corporate reorganisations and specific 
anti-avoidance 

Audio Conference 2

6 20 August 3 
Corporate reorganisations and specific 
anti-avoidance 

Assignment 1 (GradDip)
Masters Stream 2—Assignment 1  

(Research Plan)

7 27 August 3 
Corporate reorganisations and specific 
anti-avoidance 

Masters Stream 1—Draft group 
research paper to be posted 

on Blackboard

Mid-semester break from Saturday, 1 September to Sunday, 9 September 2012 

8 10 September 4 Non-consolidated groups Audio Conference 3

9 17 September 4 Non-consolidated groups Regional Classes period

10 24 September 4 Non-consolidated groups 

11 1 October 5 Capital profits 

Assignment 2 (GradDip)
Masters Stream 1—Final submission 

of group research paper
Masters Stream 2—Assignment 2 

(Research Paper)

12 8 October 5 Capital profits Audio Conference 4

13 15 October – Course revision 
Masters Stream 1—Individual 

assignment (policy minute)

Examination period from Friday, 26 October to Tuesday, 13 November 2012 
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Assignment preparation and submission 

Assignment preparation guidelines 
The following guidelines are offered as a general indication of what is expected in terms of the 
presentation of both assignments and research papers in Atax courses.  With the exception of the rules 
regarding ‘Acknowledgement of sources’ (see over), which are standard for any work submitted for 
assessment at UNSW, individual lecturers may amend any of these guidelines for particular assessment 
tasks.  Each assessment task may also have particular requirements not covered here.  Where information 
here is in conflict with information provided by the course lecturer, you should follow the advice of your 
lecturer. 

Abstract 
An abstract is used to summarise the subject of a research paper. Abstracts are only required for research 
papers and should contain 100 to 200 words. Do not write an abstract for a problem-type assignment. 

Margins 
The margins of electronic assignment templates are pre-set to the following standard: 

Left margin — 3.5 cm 

Right margin — 3.5 cm 

Top margin — 2.5 cm 

Bottom margin — 2.5 cm 

These margins are used to allow room for comments. Please do not alter these margin settings. 

Headings/Table of contents 
Headings should be typed in bold. Only capitalise the first letter of the heading. Do not capitalise the 
entire heading. If you have written a long essay with many parts, a table of contents should be used. 
Otherwise, do not include one. 

Style of presentation 
Your assignment should be typed into the relevant section of your electronic assignment template, using 
an 11 or 12 point font. Single line spacing should normally be used, unless your lecturer tells you 
otherwise. You should number each page of the assignment. The style for layout set out below should be 
applied. 

Spaces after words 
Leave a space after each word, except where a punctuation mark is used. Where a punctuation mark is 
used, the mark follows immediately after the word. Leave one space after any punctuation mark. 
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Paragraphs 
Leave a line after each paragraph. Do not indent the first line of the paragraph. 

Footnotes and citation system 
You should use footnotes as your referencing tool. Use end notes only if your computer cannot produce 
footnotes. Use the rules set out in a recognised citation and style guide. Footnotes are not normally 
included in the word limit, unless you include substantial commentary or discussion in the footnotes. 
Do not abuse footnotes by including too much material in them in the hope of extending the word limit. 

A note of caution: we have discovered that some word processing packages lose the footnotes when the 
assignment is electronically lodged.  Ensure at the time of lodgement that your footnotes have been 
retained.  This is not a problem that we have encountered with Microsoft Word®. 

Bibliography 
Details of works cited in the text are provided in a bibliography. The bibliography is placed at the end of 
the document on a new page under the heading ‘Bibliography’.  The bibliography is not included in the 
word limit. 

All publications (books, articles, theses etc) are included in the bibliography. Legal cases and legislation 
are not included in the bibliography. If a list of cases is considered necessary due to the large number used, 
it should be in alphabetical order under a separate heading ‘Legal cases’. A similar separate list, headed 
‘Legislation’, is used if needed for legislation. 

Your bibliography must be presented in the following format: 

1. Items in the bibliography are listed alphabetically by author or source. 

2. The citation style of the item should be in accordance with a recognised and appropriate citation 
and style guide, except that specific page references are not included. 

Acknowledgment of sources 
You must acknowledge the source of ideas and expressions used in submitted work. To provide adequate 
documentation is absolutely essential in academic work as the academic system depends on clear 
reference to sources. The markers must be able to consult sources with ease. Failure to acknowledge 
sources may constitute plagiarism, which is subject to a charge of academic misconduct.  
UNSW sometimes uses software to check the authenticity of submitted assignments. 

The following are the more common forms of plagiarism (from the obvious to more subtle)*: 

 quoting from a source ‘word for word’ without using quotation marks or proper 
acknowledgement—this may include: 
– copying an essay from another student 
– copying a journal article or a section of a book 
– copying sentences or paragraphs from someone else (essay, article, book, lectures etc) 

 using significant ideas from another author without acknowledgment—putting someone else’s 
ideas into your own words and not acknowledging the source of the ideas 

 heavy reliance on the written expressions of someone else without proper acknowledgement—
quoting from a source ‘word for word’ without using quotation marks but with proper 
acknowledgement, giving the impression that the expression of the idea is actually yours 

 excessive reliance on other people’s material—overuse of quoted material, properly 
acknowledged, results in your sources speaking for you, meaning your own contribution is 
minimal. 

(* The above examples are adapted from UNSW Learning Centre information sheet ‘Avoiding plagiarism’). 
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Assignment submissions and deadlines 
This course uses UNSW Blackboard for the electronic delivery and submission of assignments. 
To complete an assignment for this course, you are required to download an electronic assignment 
template from Blackboard, complete it (ie, type your details into the electronic cover sheet, and then type 
your assignment answer into the appropriate section of the template), and then submit it for marking via 
Blackboard. 

Please note that you are only entitled to submit an assignment once. Additional and subsequent 
submissions will not be accepted. 

The electronic delivery and submission process gives Atax students more time and flexibility when 
completing their assignments. A number of illustrated, step-by-step guides have been produced to assist 
students through the process, and are available for download from the TELT Gateway at 
http://support.telt.unsw.edu.au/blackboard. 

Completing the cover sheet within the electronic template 
The Assignment Cover Sheet (included in the first section of your electronic assignment template) asks 
you to type in your personal details such as your name, postal address, email and telephone number. 

The Cover Sheet must be completed. No electronic assignment will be accepted by 
Atax as ‘submitted’ until the assignment file contains a completed Assignment 
Cover Sheet. 

Re-name and save your assignment documents 
For identification purposes you are required to re-name your Atax assignment templates using the 
Surname_GivenName_Course Code format. For example, if Henry Lawson were to download ATAX0001 
Assignment 1, he would re-name his assignment template file: 

‘Lawson_Henry_ATAX0001Assignment1.doc’ 

This policy also applies to additional assignment documents, such as Excel spreadsheets. If you are 
submitting an Excel document, please ensure that you use the naming convention as stated above, 
and also include your name and student number on each section of the Excel file. 

NOTE: When using Excel, please ensure that the column width is adequately formatted to reveal 
contents when printed on a standard A4 sheet of paper. 

It is advisable to retain both an electronic and hard copy of every assignment. No mark can be given or 
concession awarded should an assignment be lost and no evidence of completion can be provided by the 
student. 

http://support.telt.unsw.edu.au/blackboard
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Due date and time 
Each assignment should be submitted via Blackboard by midnight EST (or EDT, Eastern Daylight Time, 
where applicable) on the specified due date (eg, if the due date is Monday 16th April 2012, your 
assignment is due by midnight on Monday night). You are advised to check your access to Blackboard in 
week 1 of Semester, to submit your assignment early if possible, and to allow at least 15 minutes for the 
Blackboard submission process. 

Due dates are chosen to facilitate the pacing of the student and lecturer workloads. The overall aim is to 
promote efficient learning and prompt feedback to the student. Lecturers will make every effort to return 
assignments (which are submitted on time) within three weeks with appropriate comments and feedback. 

Problems with Blackboard assignment submission 
If you encounter technical difficulties while attempting to access Blackboard, and are therefore unable to 
submit your assignment, please contact the IT Service Desk by email to ITServiceCentre@unsw.edu.au or 
by telephone on +61 (2) 9385 1333. Your lecturer will not be able to assist with assignment 
submission issues, and cannot accept assignments emailed direct to him/her. 

Assignment return 
Unless alternative arrangements are made by your lecturer, all assignments will be returned in hard copy 
format to the mailing address recorded on myUNSW.  If you have changed your postal address 
recently, type your new address on the assignment template cover sheet. You must also update your 
address on myUNSW (https://www.my.unsw.edu.au). 

Late submission penalties 
An assignment is not considered to be late if it has been submitted via Blackboard on or before the due 
time and date. Posted, faxed or e-mailed assignments will NOT be marked and should not be sent. 

If you submit an assignment after the due date, please be aware that the following penalties will be 
applied. 

 Where assignments are up to one week (ie 1–5 working days) late: 10% of the maximum 
marks available for the assessment item will be deducted. 

 Where assignments are more than one week late and up to two weeks (ie 6–10 working days) 
late: 20% of the maximum marks available for the assessment item will be deducted. 

 Where assignments are more than two weeks (ie 11 or more working days) late: the 
assignment can be perused, but no marks will be awarded. Assignments will be recorded only as 
having been submitted. 

Please note that the penalties are applied to the maximum marks available for the assignment, not the 
actual mark awarded. For example, a student is due to submit an assignment by Monday, 16 April 2012. 
The assignment is in fact submitted on Monday, 30 April 2012 (10 working days late). The penalty for 
lateness will be 20% of the maximum marks for the assessment. If the student’s mark before the 
imposition of the penalty was a credit mark of 65%, after taking the penalty into account this mark will 
fall to 45%—a failure. 

mailto:ITServiceCentre@unsw.edu.au
https://www.my.unsw.edu.au/
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Penalty remission 
If illness or other verified circumstances beyond your control have a significant effect on your ability to 
submit an assignment by the due date, the normal penalty may be remitted. All medically related 
requests must be made using the Penalty Remission form (downloadable from 
http://www.atax.unsw.edu.au/students/forms/). Doctor’s reasons must be sufficiently detailed and 
specifically address the effect of the medical condition on your ability to complete assignments. 

General points 

 The Student Services Office supervises all penalty remission requests. Lecturers are not 
permitted to grant penalty remissions and you should not approach lecturers for this purpose. 

 You should not anticipate that a Penalty Remission will be granted, and should endeavour to 
submit all assignments as soon as possible. 

 You are advised to begin preparing assignments well before the submission date so that normal 
problems are easily avoided. 

 You should also check that you have access to Blackboard, and that your computer is correctly 
configured to submit assignments, well before the assignment due date. 

 If you require academic assistance contact your lecturer or the Academic Support Coordinator 
during the period that you are preparing assignments. 

 You have only 13 weeks in the Semester, during which time all assignments must be completed. 
You also need to prepare for the final examination in all courses.  Therefore, your time 
management is very important. 

Guidelines for lodging a Penalty Remission Request 
All requests for Penalty Remissions must be made in writing using the Penalty Remission Application 
form. Penalty Remissions should be posted (within 24 hours of submitting your assignment) to: 

Penalty Remissions 

School of Taxation and Business Law (Atax) 

Australian School of Business 

Level 6 East Lobby, Building E12 

The University of New South Wales 

UNSW SYDNEY, NSW 2052 

AUSTRALIA 

It is your responsibility to give full reasons for requesting remission of the penalty, in writing, and to 
ensure that all necessary documentation are sent with your Penalty Remission application. 

YOU MUST ALSO INDICATE YOUR INTENTION TO APPLY FOR PENALTY REMISSION 
BY COMPLETING THE RELEVANT SECTION ON YOUR ELECTRONIC ASSIGNMENT 
COVER SHEET. 

If you are unsure whether your situation is likely to be a ‘reasonable’ request you should refer to the 
‘Grounds for Penalty Remission Being Granted’ policy presented in the Atax Student Guide. You may 
wish to seek further advice from the Student Services Office in order to obtain an indicative reply (you 
will then need to provide all relevant documentation to substantiate your formal request). 

 

http://www.atax.unsw.edu.au/students/forms/
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The following is very important: 

If your assignment is up to one week (ie 1–5 working days) late, your penalty remission request must 
clearly show that you are seeking a one week penalty remission and you must clearly state your reasons 
and provide all relevant documentation. If your reasons are judged insufficient you will receive no 
remission of penalty. 

If your assignment is more than one week late but less than two weeks (ie 6–10 working days) late, 
your penalty remission request should indicate whether you are seeking a 10% or a 20% remission. 
You must clearly show why the penalty remission you are seeking is valid and provide all relevant 
documentation. If you have requested remission of a 20% penalty and your reasons are judged insufficient, 
you may receive either a 10% remission or no remission depending on the judged validity of your request. 
If you requested 10% and your reasons are judged insufficient you will receive no remission of penalty. 

Extensions of time in exceptional circumstances 
Only in the most exceptional circumstances will you be awarded any marks for an assignment 
submitted more than two weeks late. If you believe such truly exceptional circumstances apply as to 
justify submission more than two weeks beyond the due date, please contact the School Administration on 
+61 (2) 9385 9534 so that your case can be considered by the appropriate Program Convenor as quickly as 
possible. Appropriate documentation will rapidly need to follow your telephone request. You should be 
aware that where an extension of time later than two weeks after the submission date is granted, this new 
date is an absolute deadline. No later submission date will be permitted and the late penalty rules will not 
apply. 
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ATAX0318/0418 CONSOLIDATIONS AND GROUP 
STRUCTURES  

 
Semester 2, 2011 End of Semester Examination 

 
 
 
Examination duration: 2 hours, plus 10 minutes reading time. 
 
Number of Answer Books: 2 
 
Reading time conditions: DO NOT write in the answer book during the 10 minutes reading 

time.  
 
Examination conditions:  THIS IS AN OPEN BOOK EXAMINATION.   

You are permitted to bring relevant printed or written 
materials into the examination room.  
(You may use a calculator during the examination. Electronic 
calculators, including scientific calculators that are authorised by 
the University for this purpose must have any programmable 
memory cleared before entering the examination room.) Please 
delete this section if necessary. 
 
 

INSTRUCTIONS:  

1. Answer ANY TWO of the three questions.   

2. Answers must be written in INK in the answer book(s) provided by Atax. 

3. The value of each question is indicated at the beginning of each question.  

4. Write your name, Student ID number and the question number(s) attempted on the front of 
EVERY answer book used. 

5. Leave a whole blank page between questions. 

6. Number each answer book ‘Book 1 of 2’, ‘Book 2 of 2’ as appropriate. Insert answer books 
inside each other. 

7. Complete the Student Attendance Slip. 

8. You may keep this examination paper. 
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QUESTION 1 

Question 1 is worth 50 marks 

 

Each part is worth equal marks 

Listed Co is the head company of an income tax consolidated group. On 1 July 2010, it acquired 100% of 
the shares in Sub Co. Sub Co is an Australian resident company whose income is subject to tax at the 
general corporate tax rate. As at 1 July 2010, Sub Co had an unused carry-forward tax loss it made for 
the 1998 income year of $5,000,000.  
 
This was the only loss of Sub Co at that time. Sub Co originally commenced as a milk producer in the 
early 1990s. By 1997 it had commenced to process ‘whey’, a by-product of milk, into protein powder for 
sale to the bodybuilding industry. Protein powder sales quickly outstripped those of milk, although the 
latter product line has been retained. 
 
By 2004 Sub Co had scoped an expansion into cheese, seeking to produce and export a new brand of 
cheese under the name ‘Big Cheese’ to the European market. Cheese production and sale did not 
commence until 1 July 2008. The first export was made on 1 July 2009. However, during the 2009 year 
cheese sales declined in the European market, and the business decision was made to cease exporting 
by the end of that income year. Despite its diverse product range, all through this time Sub Co prided 
itself on being a ‘true blue’ dairy company and its marketing campaign was based on this premise.  
 
As at 1 July 2010, Sub Co had a franking account balance of $1,000,000. This was a key attraction to 
Listed Co, given that its own franking account balance had been fully depleted. The purchase price Listed 
Co paid for Sub Co was based on a market valuation that factored in $300,000 as a tax asset flowing 
from the purchase. The market valuation similarly factored in a tax asset of $1,500,000 related to the 
carry forward tax loss of Sub Co. The purchase price was $10,000,000 in total. This was estimated to 
represent 25% of the market value of the entire Listed Co income tax consolidated group at the 
acquisition time. For the year ended 30 June 2011 Listed Co had assessable income of $7,000,000. It did 
not have any other type of income, nor did it have capital gains.  
 
Since 1 July 2011, Listed Co has reviewed its financial structure. It is considering demerging Sub Co and 
establishing a listed trust (the Sub Co Unit Trust), units in which would be stapled to Sub Co shares 
immediately after the demerger. Sub Co wants to the put the plan to a shareholder vote. The plan will be 
implemented under a single scheme of arrangement. The scheme will involve Listed Co declaring a 
distribution payable to its shareholders and satisfying it by distributing the Sub Co shares to them in-
specie, as well as directing Sub Co Unit Trust issue them units. Half the distribution will be debited to 
Listed Co’s retained earnings, the other half to share capital. The Sub Co Unit Trust’s role will be to obtain 
finance for, and make loans to Sub Co. Sub Co is expected to have significantly more debt after the 
demerger. Under the demerger proposal, shareholders will not have the option of receiving only Sub Co 
shares. If the plan is approved, Sub Co shareholders will receive both Sub Co shares and Sub Co Unit 
Trust Units.  
 
Listed Co plans to undertake the demerger on 30 June 2012. At that time it anticipates the exit allocable 
cost amount for Sub Co will be $3,000,000 and, its market value will be $4,000,000. Sub Co will only 
have the one class of shares on issue.  
 
Required:  
 

1. With reference to applicable case law, legislation and rulings, advise Listed Co on: 
a. whether Sub Co was able to transfer its carry forward tax loss to it on 1 July 2010; 
b. the amount of loss (if any) able to be transferred; 
c. the amount of loss (if any) that could be deducted by Listed Co against its consolidated 

group’s assessable income for the year ended 30 June 2011. 

In responding to question 1 please ensure all testing times, and calculations considered 
necessary to determine whether the loss can be transferred (if any), and the amount of loss able 
to be utilised (if any), are shown. 
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2. Advise Listed Co on whether the proposed demerger will satisfy the conditions for demerger relief 
in Division 125 of the Income Tax Assessment Act 1997. In responding, explain: 

a. The basis on which it is considered the proposed demerger will qualify under Division 
125, if at all; 

b. The consequences of it doing so for the different taxpayers that will be affected; 
c. The consequences of Division 125 not applying for the different taxpayers that will be 

affected; and 
d. How in your view the scheme could be alternatively structured to qualify under Division 

125. 
 
 

QUESTION 2 

Question 2 is worth 50 marks 

 

Each part is worth equal marks 

 
Required: 
 

1. Compare and contrast section 177EA of the Income Tax Assessment Act 1936 (ITAA 1936) to 
section 177D of the ITAA 1936. 

2. What are the types of arrangements section 177EA was designed to address. 
3. What factors will determine whether the section may apply. 
4. What are the consequences of its application, and how has the section’s scope been confined to 

distinguish schemes to which it applies, from ordinary share acquisitions. 
5. Provide an example in which you consider section 177EA should apply, and briefly state your 

reasons as to why. 
 

QUESTION 3  

Question 3 is worth 50 marks 

Each part is worth equal marks. 
 

Hold Co owns 80% of the shares in Aus Co. Aus Co was incorporated on 1 July 2009.  Hold Co is itself 
the head company of an income tax consolidated group. Aus Co is an Australian resident company and 
subject to tax at the general corporate tax rate. Hold Co acquired its 80% shareholding for $4,000,000. 
 
Aus Co is penetrating the Australian chemicals market and has had high start up costs in developing new 
chemical compounds for industrial uses.  
 
As at 1 July 2010, the Aus Co Business Plan envisaged that after allowing for capital expenditure and 
funding costs, a net profit would be generated by 30 June 2014. As at 1 July 2010, the Aus Co Financing 
Policy stated that any profits made before 30 June 2014 must be accumulated, to provide for asset 
maintenance and other costs.  The Aus Co Financing Policy was developed by Hold Co. Hold Co also 
controls 2 out of the 5 seats on the Aus Co Board.  
 
On 1 July 2010, Hold Co loaned Aus Co $1,000,000 for use in acquiring equipment and defraying 
research costs. Hold Co borrowed the $1,000,000 from its foreign parent, Foreign Co, at a rate of 8%. 
Foreign Co owns 100% of Hold Co.  
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Hold Co on loaned the funds to Aus Co initially on interest free terms. The loan agreement between Hold 
Co and Aus Co provides that principal is repayable on demand, and interest will become payable at 7% 
p.a. at and from the ‘Trigger Date’. The term ‘Trigger Date’ was defined to mean the day immediately 
following the end of the first income year for which Aus Co recorded a net profit. The loan agreement 
between Hold Co and Aus Co also stated that the loan could be converted into equity if requested by 
Hold Co and a majority of Aus Co Directors approved. These terms were designed to relieve added 
pressure on Aus Co’s finances in light of its high start up costs and ensure it could turn a net profit as 
soon as possible   
 
At the Directors’ meeting on 15 November 2011, Aus Co’s CFO reported that a surprise net profit was 
expected for the income year ended 30 June 2012 due to an early release of a break through chemical. 
On 17 November Aus Co undertakes a product recall as the chemical has been found to be defective by 
consumers. An equipment malfunction in Aus Co’s chemical production plant is blamed and an 
equipment overhaul is ordered. Aus Co uses whatever cash from the profits generated thus far to pay for 
replacing the equipment. As a result, it does not expect to be profitable again until 30 June 2016.  
 
Also on 18 November 2011 Hold Co acquires the remaining 20% of the shares in Aus Co, in 
consideration for an issue of shares and payment of cash to the former shareholders. The shares issued 
by Hold Co as consideration had no voting rights attached, whereas the shares acquired in Aus Co 
carried 20% of the voting rights in that company. The total value of the consideration was $2,000,000. At 
that time Aus Cos assets and liabilities were as follows. Assume these are the only assets and liabilities.  
 

Asset Terminating Value 
($) 

Market Value ($) Accounting Value 
($) 

Cash 100,000 100,000 - 
Land  900,000 120,000 - 
Machinery 750,000 800,000 - 
Know How 0 3,000,000 - 

Liabilities    
Loan from Hold Co - - 800,000 
 
Required 
 

1. With reference to applicable rulings, case law and legislative provisions explain; 

a. Whether Hold Co is entitled to deduct interest on the loan from Foreign Co for the income 
year ended 30 June 2011; and 

b. Whether Hold Co is entitled to deduct interest on the loan for the year ended 30 June 
2012.   

 
2. With reference to applicable rulings, case law and legislative provisions, explain whether any roll-

over relief will be available in relation to Hold Co’s acquisition of the 20% interest in Aus Co. 
Identify any roll-over you consider might apply, explain why this is so, and detail the 
consequences. If no roll-over is considered to apply, explain why not, and the consequences of 
this position. 

 
3. Determine whether a tax cost setting amount (TCSA) will have to be calculated for each of Aus 

Co’s assets following acquisition of the 20% shareholding in that company by Hold Co and 
calculate the TCSA for the relevant assets. In doing so refer to applicable rulings, case law and 
legislative provisions which impact on the calculations, detail each step in the calculations and 
show all your workings.  

 

 

 

 

 END OF PAPER  
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