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oUr CommItmENt to yoU
We	are	committed	to	providing	you	with	advice	and	
information	you	can	rely	on.	

We	make	every	effort	to	ensure	that	our	advice	and	
information	is	correct.	if	you	follow	advice	in	this	publication	
and	it	turns	out	to	be	incorrect,	or	it	is	misleading	and	you	
make	a	mistake	as	a	result,	we	must	still	apply	the	law	
correctly.	if	that	means	you	owe	us	money,	we	must	ask	you	
to	pay	it.	However,	we	will	not	charge	you	a	penalty	or	
interest	if	you	acted	reasonably	and	in	good	faith.

if	you	make	an	honest	mistake	when	you	try	to	follow	our	
advice	and	you	owe	us	money	as	a	result,	we	will	not	charge	
you	a	penalty.	However,	we	will	ask	you	to	pay	the	money,	
and	we	may	also	charge	you	interest.

if	correcting	the	mistake	means	we	owe	you	money,	we	will	
pay	it	to	you.	We	will	also	pay	you	any	interest	you	are	
entitled	to.

if	you	feel	this	publication	does	not	fully	cover	your	
circumstances,	please	seek	help	from	the	Tax	office	or	a	
professional	adviser.	

The information in this publication is current at May 2007.	
We	regularly	revise	our	publications	to	take	account	of	any	
changes	to	the	law,	so	make	sure	that	you	have	the	latest	
information.	if	you	are	unsure,	you	can	check	for	a	more	
recent	version	on	our	website	at www.ato.gov.au	or		
contact	us.



Consolidated groups losses sChedule instruCtions 2007 www.ato.gov.au �

Contents
INTRODUCTION	 1

What’s new 1

Who must complete the Consolidated groups losses 
schedule 2007?  1

Page	1	Of	The	SCheDULe	 2
Tax file number 2
Name of head company  2
Australian business number 2
Signature as prescribed in tax return  2

Part A Tax losses and net capital losses 
consolidated – excludes foreign source  
losses and film losses 2

1 Tax losses transferred from joining entities  
(including head company) at consolidation  2

2 Tax losses transferred from joining entities  
 after consolidation  4

3 Tax losses utilised  5
4 Transferred tax losses utilised  9

Page	2	Of	The	SCheDULe	 11
5 Tax losses carried forward to later  

income years  11
6 Net capital losses transferred from  

joining entities (including head company)  
at consolidation  12

7 Net capital losses transferred from joining  
entities after consolidation  14

8 Net capital losses utilised  15
9 Transferred net capital losses utilised  19
10 Net capital losses carried forward to later  

income years  21
11 If you completed item 4 or item 9 in Part A,  

were the apportionment rules applied?  22

Page	3	Of	The	SCheDULe	 25

Part B Cancellation of transfer of losses  25
1 Has the head company cancelled the  

transfer of a loss?  25
2 Details of cancellation of transfer of losses  25

Part C Ownership test and same business test  26
1 For each joining company that transferred a  

same business test tax loss or same business  
test net capital loss to the head company,   
determine the year of income in which the  
joining company first failed the continuity of   
ownership or control tests 26

2 Amount of losses utilised after consolidation,  
for which the continuity of ownership test is  
not passed but the same business test  
is satisfied 28

3 Amount of losses carried forward to later  
income years for which the same business  
test must be satisfied before they  
can be utilised 29

Part D Life insurance companies  30

Page	4	Of	The	SCheDULe	 30

Part E Foreign source losses  30
1 Foreign source losses transferred from joining   

entities (including head company)   31
2 Group/transferred foreign source losses utilised   32
3 Transferred foreign source losses utilised  33
4 Group foreign source losses carried forward  

to later income years   34
5 Transferred foreign source losses carried  

forward to later income years   35
6 Controlled foreign company (CFC) losses 35

aBBReVIaTIONS		 35

MORe	INfORMaTION		 �ns�de back cover



 www.ato.gov.au Consolidated groups losses sChedule instruCtions 2007��

ABOUT THESE INSTRUCTIONS
the Consolidated groups losses schedule instructions 
2007 w�ll help you complete the Consolidated groups 
losses schedule 2007. 

When we refer to ‘you’ or ‘your bus�ness’ �n these 
�nstruct�ons, we are referr�ng e�ther to you as a bus�ness 
ent�ty – for example, a company – that conducts a 
bus�ness, or to you as the tax agent or publ�c off�cer 
respons�ble for complet�ng the schedule.

th�s publ�cat�on �s not a gu�de to �ncome tax law. please 
get help from the tax off�ce or a recogn�sed tax adv�ser 
�f you feel th�s publ�cat�on does not fully cover your 
c�rcumstances. 

PUBLICATIONS AND SERVICES
to f�nd out how to get a publ�cat�on referred to �n these 
�nstruct�ons and for �nformat�on about our other serv�ces, 
see the �ns�de back cover.
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introduCtion
WHAT’S NEW

Amendments to the company loss recoupment 
rules
in the 2007 Budget the government announced �t w�ll pass 
leg�slat�on to remove the $100 m�ll�on �ncome cap  
on the same bus�ness test, w�th effect from 1 July 2005. 
the proposed leg�slat�on w�ll also ensure that compan�es 
do not fa�l the cont�nu�ty of ownersh�p test because they 
have mult�ple classes of shares on �ssue, and ensure 
that the entry h�story rule �n the consol�dat�on reg�me �s 
d�sregarded �n apply�ng the same bus�ness test, w�th effect 
from 1 July 2002.

WHO MUST COMPLETE THE CONSOLIDATED 
GROUPS LOSSES SCHEDULE 2007?
a head company of a consol�dated group or mult�ple entry 
consol�dated (MeC) group that sat�sf�es any one or more of 
the follow�ng tests must complete the Consolidated groups 
losses schedule 2007 (the schedule), and lodge �t w�th the 
Company tax return 2007:
n	 �t has a total of tax losses and net cap�tal losses carr�ed 

forward to the 2007–08 �ncome year greater than 
$100,000

n	 �t has a total of tax losses and net cap�tal losses 
transferred from jo�n�ng ent�t�es greater than $100,000

n	 �t has a total of tax losses and net cap�tal losses ut�l�sed 
greater than $100,000

n	 �t has a total of fore�gn source losses carr�ed forward to 
the 2007–08 �ncome year greater than $100,000

n	 �t has a total of fore�gn source losses transferred from 
jo�n�ng ent�t�es greater than $100,000

n	 �t has a total of fore�gn source losses ut�l�sed greater than 
$100,000

n	 �t has a deduct�on for earl�er year controlled fore�gn 
company (CFC) losses greater than $100,000

n	 �t has a total of CFC losses carr�ed forward to later 
�ncome years greater than $100,000

n	 �t �s a l�fe �nsurance company and has a total of 
comply�ng superannuat�on class tax losses and v�rtual 
pooled superannuat�on trust (pst) net cap�tal losses 
carr�ed forward to the 2007–08 �ncome year greater than 
$100,000.

 note
the examples prov�ded �n these �nstruct�ons are for 
�llustrat�on purposes only and, for s�mpl�c�ty, may use 
lower f�gures

a head company may need to complete the schedule �n 
respect of certa�n aspects of �ts net cap�tal losses. Wh�le 
some of the �nformat�on requested �n the schedule �s 
also requested �n the Capital gains tax (CGT) schedule 
2007 (Cgt schedule), a head company that completes 
a consol�dated groups losses schedule may also need to 
complete a Cgt schedule.

if the head company completes the schedule �n respect 
of any aspect of �ts losses, �t must complete all relevant 
parts of the schedule. For example, �f a head company 
completes the schedule as a result of hav�ng tax losses 
and cap�tal losses carr�ed forward to later �ncome years 
greater than $100,000, �t must also prov�de deta�ls of 
fore�gn source losses even �f the total of these losses �s 
not greater than $100,000.

these �nstruct�ons are based on prov�s�ons relat�ng to 
consol�dated groups. some of those prov�s�ons are 
mod�f�ed �n d�v�s�on 719 of the Income Tax Assessment 
Act 1997 (itaa 1997) �n relat�on to MeC groups.
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COMPLETING THE SCHEDULE

page 1 oF the sChedule
TAx FILE NUMBER
pr�nt the tax f�le number (tFn) of the head company.

NAME OF HEAD COMPANy
pr�nt the name of the head company.

the name shown must be the same as that shown on the 
head company’s tax return.

AUSTRALIAN BUSINESS NUMBER
pr�nt the austral�an bus�ness number (aBn), �f any, of the 
head company.

SIGNATURE AS PRESCRIBED IN TAx RETURN
the person who �s requ�red to s�gn, and who s�gns, the 
tax return of the head company �s also requ�red to s�gn the 
schedule.

PART A TAx LOSSES AND NET CAPITAL 
LOSSES CONSOLIDATED – excludes foreign 
source losses and film losses

1 TAx LOSSES TRANSFERRED FROM 
jOINING ENTITIES (INCLUDING HEAD 
COMPANy) AT CONSOLIDATION

 note
n	do not �nclude net cap�tal losses, fore�gn source losses 

or f�lm losses at �tem 1.
n	show net cap�tal losses transferred from jo�n�ng ent�t�es 

(�nclud�ng head company) at consol�dat�on at �tem 6, 
and fore�gn source losses at part e, foreign	source	
losses (see page 30).

n	do not �nclude tax losses �f th�s �tem was completed �n 
an earl�er �ncome year.

n	For the def�n�t�on of a tax loss, see sect�on 995-1 of the 
itaa 1997.

n	do not �nclude tax losses transferred after 
consol�dat�on – �nclude these losses at �tem 2.

th�s �tem requ�res �nformat�on on the amount of tax losses, 
exclud�ng f�lm losses and fore�gn source losses, transferred 
from jo�n�ng ent�t�es, �nclud�ng the head company, to the 
head company at the date the consol�dated group has 
been brought �nto ex�stence – that �s, the date spec�f�ed �n 
the not�ce of cho�ce g�ven to the Comm�ss�oner of taxat�on 
(Comm�ss�oner). see sect�on 703-50 of the itaa 1997. 

record the relevant amount of tax losses transferred at 
consol�dat�on at A , B  or C , depend�ng on wh�ch loss 
transfer test has been sat�sf�ed.

When an ent�ty jo�ns a consol�dated group as a subs�d�ary 
member part way through the ent�ty’s �ncome year, �t 
calculates �ts taxable �ncome or tax loss for the per�od up 
to the t�me �t jo�ns the group. generally, any unused carry 
forward tax losses are transferred to the head company �f 
they could have been used by the jo�n�ng ent�ty, assum�ng 
suff�c�ent �ncome, �n the ‘tr�al year’, wh�ch generally beg�ns 
12 months before jo�n�ng the consol�dated group and ends 
�mmed�ately after the jo�n�ng t�me. in certa�n c�rcumstances, 
the tr�al year may be a shorter per�od than 12 months. see 
subsect�on 707-120(2) of the itaa 1997.

Whether the tax losses could have been used by the jo�n�ng 
ent�ty �n the tr�al year �s determ�ned by apply�ng mod�f�ed 
vers�ons of the usual tests for deduct�ng tax losses.

a jo�n�ng ent�ty �s any el�g�ble ent�ty that jo�ns a consol�dated 
group. For deta�ls of who can and cannot be members of 
a consol�dated group, see sect�ons 703-15 and 703-20 of 
the itaa 1997.

Continuity of ownership test losses –  
companies only
show at A  those tax losses that were transferred at 
consol�dat�on because the cont�nu�ty of ownersh�p and 
control tests were sat�sf�ed for the ownersh�p test per�od 
– that �s, from the start of the year when the tax loss 
was �ncurred unt�l �mmed�ately after the jo�n�ng t�me. see 
sect�ons 165-12, 165-15 and 707-120 of the itaa 1997.

the follow�ng cond�t�ons apply:
n	 there must be persons who benef�c�ally owned (between 

them) shares carry�ng (between them) the r�ght to 
exerc�se more than 50% of the vot�ng power �n the 
company, and r�ghts to rece�ve more than 50% of the 
company’s d�v�dends and r�ghts to rece�ve more than 
50% of the company’s cap�tal d�str�but�ons at all t�mes 
dur�ng the ownersh�p test per�od. see sect�ons 165-150 
to 165-160 of the itaa 1997

n	 �t �s reasonable to assume that there are persons (none 
of them compan�es or trustees) who between them have 
benef�c�al �nterests (d�rectly, or �nd�rectly through one 
or more �nterposed ent�t�es) �n shares �n the company 
carry�ng (between them) a major�ty of the vot�ng power, 
and r�ghts to d�v�dend and cap�tal d�str�but�ons at all t�mes 
dur�ng the ownersh�p test per�od. see sect�ons 165-150 
to 165-160 of the itaa 1997

n	 �f the company cla�ms tax losses �n an �ncome year 
end�ng after 21 september 1999, �t must meet the 
‘same share and �nterest’ requ�rement, except where 
the ‘sav�ng’ rule appl�es. see sect�on 165-165 and 
subsect�on 165-12(7) of the itaa 1997.

a mod�f�ed vers�on of the above rules can apply to w�dely 
held compan�es and el�g�ble d�v�s�on 166 compan�es. see 
d�v�s�on 166 of the itaa 1997.

ant�-avo�dance prov�s�ons are found at subd�v�s�ons 175-a 
and 175-B of the itaa 1997.
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Same business test losses – companies only
show at B  those tax losses that were transferred at 
consol�dat�on where the cont�nu�ty of ownersh�p or control 
tests were fa�led but the jo�n�ng company sat�sf�ed the 
same bus�ness test.

the follow�ng table shows how the same bus�ness test 
appl�es for compan�es jo�n�ng a consol�dated group. 
see subsect�ons 707-120(1) and (3) and subsect�ons 
707-125(1) to (3) of the itaa 1997.

Same business transfer tests for companies
In	these	
circumstances:

Test	the	joining	entity’s	business	
at	these	points:

1. the jo�n�ng ent�ty 
made the loss 
for an �ncome 
year start�ng after 
30 June 1999.

n	 just before the end of the 
�ncome year �n wh�ch the loss 
was made 

n	 the year of ownersh�p change �f 
that year started before the tr�al 
year, and 

n	 the tr�al year. 
Note: 
Compan�es whose total �ncome 
for an �ncome year �s more than 
$100 m�ll�on cannot sat�sfy the 
same bus�ness test for the same 
bus�ness test per�od. 

note that th�s generally appl�es 
to tax losses �ncurred �n �ncome 
years commenc�ng on or after 
1 July 2005.

2. the jo�n�ng ent�ty 
made the loss for 
an �ncome year 
start�ng before 
1 July 1999.

n	 just before the ownersh�p or 
control tests were f�rst fa�led 
or, �f the company �s unable 
to po�nt to the actual t�me the 
ownersh�p test was fa�led, just 
before the relevant default test 
t�me shown w�th�n the table 
to sect�on 165-13 of the itaa 
1997, and

n	 the tr�al year.

the government has announced that the $100 m�ll�on 
�ncome cap on the same bus�ness test w�ll be removed 
w�th effect from 1 July 2005. see What’s	new for more 
�nformat�on. the year of ownersh�p change �s the �ncome 
year �n wh�ch the jo�n�ng ent�ty f�rst fa�ls the ownersh�p or 
control tests or, �f the company �s unable to po�nt to the 
actual t�me the ownersh�p test was fa�led, the �ncome year 
that �ncluded the relevant default test t�me shown �n the 
table to sub-sect�on 165-13(2) of the itaa 1997.

Where a tax loss �s transferred as a result of sat�sfy�ng the 
same bus�ness test, �t may only be transferred aga�n �f – �n 
add�t�on to sat�sfy�ng the usual transfer tests – the ent�ty 
transferr�ng the loss carr�ed on the same bus�ness at these 
t�mes:
n	 just before the end of the �ncome year �n wh�ch the loss 

was prev�ously transferred to �t, and 
n	dur�ng the tr�al year.

see subsect�on 707-135(2) of the itaa 1997.

under the same bus�ness test the company must carry 
on the same bus�ness at all the t�mes �nd�cated �n the 
table above – that �s, throughout the tr�al year and year 
of ownersh�p change (�f appl�cable) and the other relevant 
t�me. the test �s not sat�sf�ed �f at any t�me the company 
d�d not carry on the same bus�ness as �t d�d at another 
requ�red t�me or �t der�ves assessable �ncome from:
n	a bus�ness of a k�nd that �t d�d not carry on before the 

relevant t�me, or
n	a transact�on of a k�nd that �t d�d not enter �nto �n the 

course of �ts bus�ness operat�ons before the relevant 
t�me.

‘same’ means ‘�dent�cal’ and not merely ‘s�m�lar’. the term 
‘same bus�ness’ �s to be read as referr�ng to the same 
bus�ness, �n the sense of the �dent�cal bus�ness. however, 
the term does not mean �dent�cal �n all respects.

a company may expand or contract �ts act�v�t�es w�thout 
necessar�ly ceas�ng to carry on the same bus�ness. the 
organ�c growth of a bus�ness does not necessar�ly cause 
the bus�ness to fa�l the same bus�ness test prov�ded the 
bus�ness reta�ns �ts �dent�ty.

however, �f through a process of evolut�on a bus�ness 
changes �ts essent�al character, the ent�ty would fa�l the 
test. appl�cat�on of the same bus�ness test �s a quest�on of 
fact and �s usually determ�ned by a process of we�gh�ng up 
var�ous relevant factors.

For more �nformat�on, see sect�ons 165-13 and 165-210 
of the itaa 1997, Taxation Ruling TR 1999/9 – Income tax: 
the operation of sections 165-13 and 165-210, paragraph 
165-35(b), section 165-126 and section 165-132 and Draft 
Taxation Ruling TR 2006/D4 – Income tax: application of 
the same business tests to consolidated and MEC groups 
– principally, the interaction between section 165-210 and 
section 701-1 of the Income Tax Assessment Act 1997.

Other losses – trusts only
show at C  those tax losses that were transferred at 
consol�dat�on from a trust.

the trust loss leg�slat�on �n schedule 2F to the Income Tax 
Assessment Act 1936 (itaa 1936) affects the deduct�b�l�ty 
of pr�or year tax losses by trusts.

the measures generally apply from 7.30pm austral�an 
eastern standard t�me on 9 May 1995. the leg�slat�on 
appl�es to two broad categor�es of trusts:
n	 f�xed trusts – see sect�on 272-65 of schedule 2F to the 

itaa 1936
n	non-f�xed trusts (�nclud�ng d�scret�onary trusts) def�ned �n 

sect�on 272-70 of schedule 2F to the itaa 1936.
F�xed trusts are subject to the 50% stake test wh�ch tests 
for cont�nu�ty of �nterests �n the trust dur�ng the relevant 
per�ods. see subd�v�s�on 269-C of schedule 2F to the 
itaa 1936.

the relevant test per�od for transfer purposes ends when 
the tr�al year ends �mmed�ately after jo�n�ng t�me.
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non-f�xed trusts, wh�ch are not excepted trusts, are subject to:
n	 the 50% stake test – �f appl�cable
n	 the control test – see subd�v�s�on 269-e of schedule 2F 

to the itaa 1936, and
n	 the pattern of d�str�but�ons test – see subd�v�s�on 269-d 

of schedule 2F to the itaa 1936 – �f appl�cable.

see d�v�s�on 267 of schedule 2F to the itaa 1936 �n 
relat�on to the ownersh�p and control tests that apply to 
non-f�xed trusts.

the control test �s appl�ed as though the test per�od ended 
�mmed�ately after the jo�n�ng t�me.

Where the pattern of d�str�but�ons test �s appl�ed as a 
transfer test, the �ncome year �n wh�ch the trust jo�ns the 
consol�dated group �s treated as the recoupment year 
�nstead of the tr�al year. see subsect�on 707-130(2) of the 
itaa 1997.

a d�str�but�on made by a trust after the t�me �t jo�ns a 
consol�dated group �s not counted �n determ�n�ng �f the 
pattern of d�str�but�ons test �s passed as a transfer test, 
�f the d�str�but�on �s made from �ncome or cap�tal of the 
trust that �s attr�butable to a t�me after the jo�n�ng t�me. see 
subsect�on 707-130(4) of the itaa 1997.

For more �nformat�on, see append�x 8 �n the Partnership 
and trust tax returns instructions 2007 (nat 2297–6.2007). 

ExAMPLE 1

a consol�dated group comes �nto ex�stence on 1 July 
2006. dur�ng the 2006–07 �ncome year the follow�ng tax 
losses are transferred to the head company from jo�n�ng 
ent�t�es wh�ch pass the loss transfer tests �nd�cated.

	
	
	

Joining	entity

	
	
	

Joining	
time

	
Tax		
loss	

amount	
$

Transfer	test	passed

Continuity	
of	

ownership

Same	
business

	
Other

a Company 1.7.2006 1,500 3

B Company 1.7.2006 3,200 X 3

C Company 3.2.2007 4,600 3

X F�xed trust 1.7.2006 1,800 3

Y non-fixed 
trust

1.7.2006 3,100 3

the head company completes part a, �tem 1 on the 
schedule as follows:

A

B

Cother losses

same bus�ness  
test losses

Cont�nu�ty of ownersh�p  
test losses 0 .001 5 0, , ,

0 .003 2 0, , ,

0 .004 9 0, , ,

as C Company transferred �ts cont�nu�ty of ownersh�p tax 
losses after consol�dat�on, the amount transferred �s 
recorded at D  �tem 2.

2 TAx LOSSES TRANSFERRED FROM 
jOINING ENTITIES AFTER CONSOLIDATION

 note
n	do not �nclude net cap�tal losses, fore�gn source losses 

or f�lm losses at �tem 2.
n	show net cap�tal losses transferred from jo�n�ng ent�t�es 

after consol�dat�on at �tem 7, and fore�gn source losses 
at part e, foreign	source	losses (see page 30).

n	do not �nclude tax losses transferred at consol�dat�on 
– �nclude these losses at �tem 1.

n	do not �nclude tax losses transferred �n an earl�er 
�ncome year.

n	For the def�n�t�on of a tax loss, see sect�on 995-1 of the 
itaa 1997.

th�s �tem requ�res �nformat�on on the amount of tax losses, 
exclud�ng f�lm losses and fore�gn source losses, transferred 
from jo�n�ng ent�t�es to the head company after the date 
the consol�dated group has been brought �nto ex�stence 
– that �s, the date spec�f�ed �n the not�ce of cho�ce g�ven to 
the Comm�ss�oner. see sect�on 703-50 of the itaa 1997.

record the relevant amount of tax losses transferred dur�ng 
the �ncome year at D  , E  or F  depend�ng on wh�ch loss 
transfer test has been sat�sf�ed.

When an ent�ty jo�ns a consol�dated group, �t calculates 
�ts taxable �ncome or tax loss for the per�od up to the 
t�me �t jo�ns the group. generally, any undeducted carry 
forward tax losses are transferred to the head company 
�f the losses could have been used by the jo�n�ng ent�ty, 
assum�ng �t had suff�c�ent �ncome or ga�ns, �n the ‘tr�al 
year’, wh�ch generally beg�ns 12 months before jo�n�ng the 
consol�dated group and ends �mmed�ately after the jo�n�ng 
t�me. in certa�n c�rcumstances, the tr�al year may be a 
shorter per�od than 12 months. see subsect�on 707-120(2) 
of the itaa 1997.

Whether the tax losses could have been ut�l�sed by the 
jo�n�ng ent�ty �n the tr�al year �s determ�ned by apply�ng 
mod�f�ed vers�ons of the usual tests for deduct�ng tax 
losses.

a jo�n�ng ent�ty �s any el�g�ble ent�ty that jo�ns a consol�dated 
group. For deta�ls of who can and cannot be members of 
a consol�dated group, see sect�ons 703-15 and 703-20 of 
the itaa 1997.

Continuity of ownership test losses –  
companies only
show at D  those tax losses that were transferred after 
consol�dat�on because the cont�nu�ty of ownersh�p and 
control tests were sat�sf�ed from the start of the year 
when the tax loss was �ncurred unt�l �mmed�ately after 
the jo�n�ng t�me. For more �nformat�on on the cont�nu�ty of 
ownersh�p and control tests, see 1	Tax	losses	transferred	
from	joining	entities	(including	head	company)	at	
consolidation �n part a on page 2.
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Same business test losses – companies only
show at E  those tax losses that were transferred after 
consol�dat�on because the cont�nu�ty of ownersh�p or 
control tests were fa�led but the jo�n�ng company sat�sf�ed 
the same bus�ness test. For more �nformat�on on the same 
bus�ness test, see 1	Tax	losses	transferred	from	joining	
entities	(including	head	company)	at	consolidation �n 
part a on page 2.

Other losses – trusts only
show at F  those tax losses that were transferred after 
consol�dat�on by a trust. For more �nformat�on on the trust 
loss leg�slat�on, see 1	Tax	losses	transferred	from	joining	
entities	(including	head	company)	at	consolidation �n 
part a on page 2.

ExAMPLE 2

a consol�dated group comes �nto ex�stence on 1 July 
2006. dur�ng the 2006–07 �ncome year the follow�ng tax 
losses are transferred to the head company from jo�n�ng 
ent�t�es wh�ch pass the loss transfer tests �nd�cated.

 
 
 

joining entity

 
 
 

joining 
time

 
Tax  
loss 

amount 
$

Transfer test passed

Continuity	
of	

ownership

Same	
business

 
Other

X Company 1.7.2006 1,800 X 3

Y Company 2.7.2006 2,300 X 3

Z Company 3.2.2007 7,800 3

a F�xed trust 8.6.2007 1,100 3

B non-fixed 

trust

8.6.2007 4,500 3

the head company completes part a, �tem 2 on the 
schedule as follows:

D

E

Fother losses

same bus�ness  
test losses

Cont�nu�ty of ownersh�p  
test losses 0 .007 8 0, , ,

0 .002 3 0, , ,

0 .005 6 0, , ,

as X Company’s same bus�ness tax losses were 
transferred at consol�dat�on, the amount transferred �s 
recorded at B  �tem 1.

3 TAx LOSSES UTILISED

 note
n	do not �nclude net cap�tal losses, fore�gn source losses 

or f�lm losses ut�l�sed at �tem 3.
n	show net cap�tal losses ut�l�sed at �tem 8, and fore�gn 

source losses ut�l�sed at part e, foreign	source	losses 
(see page 30).

n	For the def�n�t�on of a tax loss, see sect�on 995-1 of the 
itaa 1997.

th�s �tem requ�res �nformat�on on the amount of tax 
losses, exclud�ng f�lm losses and fore�gn source losses, 
ut�l�sed. a head company ut�l�ses a tax loss to the extent 
�t �s deducted from an amount of the head company’s 
assessable �ncome and net exempt �ncome.

subject to certa�n l�m�tat�ons, corporate tax ent�t�es can 
choose the amount of pr�or year tax losses they w�sh to 
deduct from the excess, �f any, of the�r assessable �ncome 
over total deduct�ons (other than tax losses) �n a later year 
of �ncome. th�s also means that corporate tax ent�t�es can 
choose not to deduct pr�or year losses �n order to pay 
suff�c�ent tax to be able to frank the�r d�str�but�ons. see 
d�v�s�on 36 of the itaa 1997.

subject to var�ous rules, an earl�er year tax loss �s deducted 
�n a later �ncome year – to the extent that �t has not already 
been ut�l�sed – as shown by the follow�ng formulae:
n	 if the head company has no net exempt �ncome and has 

an excess of assessable �ncome over total deduct�ons 
– other than tax losses – deduct the tax loss from the 
excess assessable �ncome. see subsect�on 36-17(2) of 
the itaa 1997.

n	 if the head company has net exempt �ncome and an 
excess of assessable �ncome over total deduct�ons – 
other than tax losses – f�rst deduct the tax loss from the 
net exempt �ncome, and deduct any rema�n�ng amount 
of tax loss from the excess assessable �ncome. see 
subsect�on 36-17(3) of the itaa 1997.

n	 if the head company has net exempt �ncome and an 
excess of total deduct�ons – other than tax losses – over 
assessable �ncome, deduct the excess deduct�ons 
from the net exempt �ncome and then deduct the tax 
loss from any net exempt �ncome that rema�ns. see 
subsect�on 36-17(4) of the itaa 1997.

a head company’s net exempt �ncome �s calculated �n 
accordance w�th sect�on 36-20 of the itaa 1997.

a head company may be ent�tled to ut�l�se carry forward tax 
losses broadly compr�s�ng:
n	 tax losses generated by the consol�dated group – group 

losses, or
n	 transferred tax losses that were generated by an ent�ty 

before �t became a member of the group.

Before ut�l�s�ng a group tax loss or a transferred tax loss, 
a head company �s requ�red to pass the cont�nu�ty of 
ownersh�p and control tests or the same bus�ness test. 



6 www.ato.gov.au Consolidated groups losses sChedule instruCtions 2007

For more �nformat�on on the cond�t�ons apply�ng to the 
cont�nu�ty of ownersh�p test, see 1	Tax	losses	transferred	
from	joining	entities	(including	head	company)	at	
consolidation �n part a on page 2. For more �nformat�on 
on the same bus�ness test, see sect�ons 165-13 and 
165-210 of the itaa 1997 and taxat�on rul�ng tr 1999/9.

Transferred tax losses
the operat�on of the cont�nu�ty of ownersh�p test �s 
mod�f�ed by subd�v�s�on 707-B of the itaa 1997. F�rstly, 
the loss year �s mod�f�ed so that �t starts from when the 
loss was transferred to the head company (however, 
subsect�on 707-140(2) of the itaa 1997 prov�des that the 
head company �s not prevented from ut�l�s�ng the loss for 
the �ncome year �n wh�ch the transfer occurs). secondly, 
�n determ�n�ng whether a head company can use a loss 
transferred to �t from a company as a result of pass�ng 
the cont�nu�ty of ownersh�p and control tests, changes 
�n ownersh�p of a loss company before �t jo�ned the 
consol�dated group are recogn�sed. see sect�on 707-210 
of the itaa 1997.

tax losses generated by a consol�dated group – group 
losses – are effect�vely ut�l�sed before transferred tax losses. 
see paragraph 707-310(3)(b) of the itaa 1997.

Concess�onal tax losses are ut�l�sed after group tax losses 
and are effect�vely ut�l�sed before other transferred tax 
losses. see subsect�on 707-350(2) of the Income Tax 
(Transitional Provisions) Act 1997.

all losses transferred to a head company for the f�rst t�me 
from the ent�ty that actually made them const�tute a bundle 
of losses. losses w�th�n the bundle w�ll be categor�sed by 
the ‘sort of loss’ such as a tax loss or net cap�tal loss. see 
sect�on 707-315 of the itaa 1997.

Available fraction
Work out an ava�lable fract�on for each loss bundle. 
the ava�lable fract�on l�m�ts the annual rate at wh�ch the 
bundle’s losses may be recouped by the head company. 
however, for ut�l�sat�on purposes, losses �n one bundle may 
be subject to the ava�lable fract�on for another loss bundle 
�f certa�n cond�t�ons are sat�sf�ed (see Increasing	the	
available	fraction	–	value	donor	concession on page 7).

Where losses are transferred for the f�rst t�me, the ava�lable 
fract�on �s calculated l�ke th�s:

mod�f�ed market value of the jo�n�ng loss ent�ty at the �n�t�al transfer t�me 
adjusted market value of the head company at the �n�t�al transfer t�me

the mod�f�ed market value of a jo�n�ng ent�ty �s the amount 
that would be the market value of the ent�ty at the jo�n�ng 
t�me �f:
n	 the ent�ty has no losses and the balance of �ts frank�ng 

account �s n�l
n	 the subs�d�ary members of the group at the t�me are 

separate ent�t�es and not d�v�s�ons or parts of the head 
company of the group

n	 the ent�ty’s market value d�d not �nclude an amount 
attr�butable (d�rectly or �nd�rectly) to a membersh�p 

�nterest �n a member of the group (other than the ent�ty) 
that �s a corporate tax ent�ty or an ent�ty that transferred 
losses to the head company, and

n	a trust (other than a corporate tax ent�ty or a trust w�th 
losses) contr�butes to the jo�n�ng ent�ty’s market value 
only to the extent attr�butable to f�xed ent�tlements (at 
jo�n�ng t�me) to �ncome or cap�tal of the trust that �s not 
attr�butable (d�rectly or �nd�rectly) to membersh�p �nterests 
�n another member of the group that �s a corporate tax 
ent�ty or a trust w�th losses.

see sect�on 707-325 of the itaa 1997.

an �ncrease �n the value of the loss ent�ty �s excluded from 
the ent�ty’s mod�f�ed market value �f the �ncrease results 
from e�ther of these events:
n	an �nject�on of cap�tal �nto the loss ent�ty, �ts assoc�ate or, 

�f the loss ent�ty �s a trust, an assoc�ate of the trustee, or
n	a non-arm’s length transact�on that �nvolved the loss 

ent�ty, �ts assoc�ate or, �f the loss ent�ty �s a trust, an 
assoc�ate of the trustee.

the rules apply to events that occur �n the four years 
before the loss ent�ty jo�ns the group. however, they do not 
apply to events that occurred before 9 december 2000. 
see subsect�ons 707-325(2) and (4) of the itaa 1997, and 
sect�on 707-329 of the Income Tax (Transitional Provisions) 
Act 1997.

the head company’s adjusted market value at the �n�t�al 
transfer t�me �s the amount that would be the market value 
at that t�me �f:
n	 the head company d�d not have a loss of any sort for an 

�ncome year end�ng before that t�me, and
n	 the balance of the head company’s frank�ng account was 

n�l at that t�me.

see subsect�on 707-320(1) of the itaa 1997. the value 
for the head company �s worked out on the bas�s that 
subs�d�ary members of the consol�dated group are part of 
the head company.

 note
the Comm�ss�oner has a statutory obl�gat�on to ensure 
compl�ance w�th the market valuat�on requ�rements of the 
consol�dat�on reg�me and to form a v�ew as to whether 
valuat�ons undertaken are accurate. the publ�cat�on 
Consolidation and market valuation (nat 7803) w�ll help 
you meet your tax obl�gat�ons.

the ava�lable fract�on may be �ncreased �f the value donor 
concess�on appl�es. the ava�lable fract�on �s adjusted �f 
certa�n events happen – for example, the consol�dated 
group acqu�res a new loss ent�ty or the sum of the 
ava�lable fract�ons �n the group exceeds 1. see subsect�on 
707-320(2) of the itaa 1997.

the use of transferred losses �s apport�oned �f the�r 
ava�lable fract�on appl�ed for only part of the �ncome year 
or when the ava�lable fract�on changes dur�ng the �ncome 
year. see sect�on 707-335 of the itaa 1997.
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apply the ava�lable fract�on us�ng a three-step process as 
follows:
1 Work out the amount of each category of the group’s 

�ncome or ga�ns as spec�f�ed �n column 2 of the table 
�n subsect�on 707-310(3) of the itaa 1997. th�s �s 
the group’s total �ncome or ga�ns for each category 
less relevant deduct�ons �nclud�ng group losses and 
concess�onal losses (but not transferred losses whose 
use �s l�m�ted by the�r ava�lable fract�on).

2 Mult�ply each category amount by the bundle’s ava�lable 
fract�on. the result �s taken to be the head company’s 
only �ncome or ga�ns for that category.

3 on the bas�s of the step 2 assumpt�on work out a 
not�onal taxable �ncome for each loss bundle.

th�s process enables the head company to determ�ne the 
amount of transferred losses of each sort �t can use from 
the loss bundle to determ�ne �ts actual taxable �ncome.

tax losses must f�rst be deducted aga�nst exempt �ncome. 
a spec�al rule prov�des that the head company, �n work�ng 
out �ts actual taxable �ncome, can offset �ts transferred tax 
losses aga�nst assessable �ncome prov�ded they have been 
f�rst ut�l�sed aga�nst a fract�on of �ts total exempt �ncome. 
see sect�on 707-340 of the itaa 1997.

 note
an example apply�ng the ava�lable fract�on us�ng the 
three-step process �s on page 23.

Increasing the available fraction – value donor 
concession (not applicable to consolidated 
groups that came into existence on or after 
1 july 2004)
a loss ent�ty (the ‘real loss-maker’), �n calculat�ng �ts 
ava�lable fract�on, may add to �ts mod�f�ed market value 
the mod�f�ed market value of another company (the ‘value 
donor’). Certa�n losses from the value donor can also be 
not�onally transferred to the real loss-maker. th�s enables 
those losses to be ut�l�sed us�ng the ava�lable fract�on for 
the real loss-maker. only company losses may benef�t from 
the concess�on to donate value and losses.

the cond�t�ons for add�ng an amount of mod�f�ed market 
value from the value donor to the real loss-maker are as 
follows:
n	Both the real loss-maker and the value donor jo�n the 

group when �t f�rst consol�dates before 1 July 2004.
n	the real loss-maker has a ‘test loss’ – a tax loss or net 

cap�tal loss that �s not a concess�onal loss.
n	the real loss-maker could have transferred �ts test loss 

to the value donor under subd�v�s�on 170-a or 170-B 
of the itaa 1997 (assum�ng those subd�v�s�ons had not 
been amended to prov�de only for transfers �nvolv�ng an 
austral�an branch of a fore�gn bank) for an �ncome year 
– generally the tr�al year.

n	the value donor – assum�ng �t had made the test loss 
– could have transferred �t to the head company under 
subd�v�s�on 707-a.

n	the head company chooses to �ncrease the real 
loss-maker’s mod�f�ed market value by a port�on of the 
value donor’s mod�f�ed market value.

see subsect�ons 707-325(1) and (2) of the Income Tax 
(Transitional Provisions) Act 1997.

the �ncrease �n the mod�f�ed market value of the real 
loss-maker �s worked out us�ng a formula. see subsect�ons 
707-325(3) and (4) of the Income Tax (Transitional 
Provisions) Act 1997.

the cond�t�ons for donat�ng losses from the value donor 
(referred to here as the ‘loss donor’) to the real loss-maker 
are as follows:
n	the loss donor has also donated an amount of 

mod�f�ed market value to the real loss-maker (�n certa�n 
c�rcumstances the amount can be n�l).

n	the loss to be donated �s a tax loss or a net cap�tal loss 
that �s not a concess�onal loss.

n	the loss was transferred under subd�v�s�on 707-a from 
the loss donor to the head company at the t�me when 
the consol�dated group came �nto ex�stence.

n	the loss donor could have transferred the loss to the 
real loss-maker, and any other value donor to the real 
loss-maker, under subd�v�s�on 170-a or 170-B of the 
itaa 1997 (assum�ng those subd�v�s�ons had not been 
amended to prov�de only for transfers �nvolv�ng an 
austral�an branch of a fore�gn bank) for an �ncome year 
– generally the tr�al year.

n	the real loss-maker – and any other value donor of the 
real loss-maker – could have transferred the loss to the 
head company under subd�v�s�on 707-a.

n	the head company chooses that the loss be �ncluded �n 
the real loss-maker’s bundle.

see subsect�ons 707-327(1), (2) and (3) of the Income Tax 
(Transitional Provisions) Act 1997.

Where a loss �s donated, the group’s use of the loss �s 
governed by the real loss-maker’s ava�lable fract�on.

a loss can only be taken �nto account under e�ther the 
value donor rule or the loss donor rule but not both. see 
subsect�on 707-327(6) of the Income Tax (Transitional 
Provisions) Act 1997.

a cho�ce to donate losses must be made by the head 
company by the later of e�ther:
n	 the day �t lodges �ts �ncome tax return for the f�rst �ncome 

year for wh�ch �t uses transferred losses by the ava�lable 
fract�on method, or 

n	31 december 2005. 

When apply�ng subd�v�s�ons 170-a or 170-B for the 
purposes of the value donor and loss donor rules, the 
�ncome year �s mod�f�ed and certa�n cond�t�ons apply. see 
sect�on 707-328 of the Income Tax (Transitional Provisions) 
Act 1997.

 note
an example apply�ng the value donor and loss donor 
concess�ons �s on page 24.
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Group
show at G  the amount of group tax losses ut�l�sed.

group tax losses are those tax losses that have been 
generated by the consol�dated group. group tax losses 
are effect�vely ut�l�sed before transferred tax losses. 
show transferred tax losses ut�l�sed at e�ther H  or I , as 
appropr�ate.

Concessional
a transferred tax loss, �n a part�cular loss bundle, may be 
used �n accordance w�th the concess�onal method �f the 
loss meets certa�n cond�t�ons and the head company has 
chosen to use the concess�onal method for all losses �n the 
bundle that meet these cond�t�ons. the cond�t�ons are that 
the tax loss:
n	was or�g�nally made outs�de the consol�dated group by 

a company – the real loss-maker – for an �ncome year 
end�ng on or before 21 september 1999

n	was transferred from the real loss-maker to the head 
company of the group when the group f�rst consol�dated 
before 1 July 2004 (the �n�t�al transfer t�me)

n	was transferred because the cont�nu�ty of ownersh�p and 
control tests were passed, and

n	had not been prev�ously transferred to a group. 

see subsect�on 707-350(1) of the Income Tax (Transitional 
Provisions) Act 1997.

Concess�onal losses may be ut�l�sed by the head company 
over a m�n�mum of three years (w�th unrestr�cted use 
from the th�rd year onwards), subject to the general loss 
recoupment tests as mod�f�ed. see subsect�on 707-350(3) 
of the Income Tax (Transitional Provisions) Act 1997. th�s 
ut�l�sat�on replaces the l�m�t wh�ch would otherw�se apply 
under the ava�lable fract�on method.

there �s no l�m�t on the ut�l�sat�on of a concess�onal tax loss 
�n 2006-07 �ncome year, th�s be�ng the th�rd or later �ncome 
year end�ng after the �n�t�al transfer t�me.

tax losses cla�med on a concess�onal bas�s are effect�vely 
ut�l�sed before other transferred tax losses. group tax 
losses must be ut�l�sed before concess�onal losses. show 
at H  the amount of concess�onal tax losses ut�l�sed.

Other transferred
show at I  the amount of other transferred tax losses 
ut�l�sed. other transferred tax losses are tax losses that 
have been made outs�de the consol�dated group and 
transferred �nto the group from an ent�ty when �t jo�ned 
the group. show transferred tax losses ut�l�sed on a 
concess�onal bas�s at H .

Total
show at R  the total of tax losses ut�l�sed at G  to I .

transfer the amount at R  to the correspond�ng label on your tax return.

ExAMPLE 3

aBC consol�dated group comes �nto ex�stence on 1 July 
2003. on that date, tax losses of $1,700 are transferred 
to the head company from jo�n�ng ent�t�es wh�ch sat�sfy 
the cont�nu�ty of ownersh�p and control transfer tests.  
no other losses are transferred to the head company. 
aBC group determ�nes that $800 of the tax losses 
transferred sat�sfy the cond�t�ons for use of the 
concess�onal method and the head company makes a 
cho�ce to apply th�s method for all the el�g�ble losses. the 
balance of the losses transferred ($900) �s to be ut�l�sed 
apply�ng the ava�lable fract�on method.

tax losses of $200, apply�ng the concess�onal method, 
were carr�ed forward to the 2006–07 �ncome year 
because there was �nsuff�c�ent �ncome to fully deduct 
those losses �n the 2005–06 �ncome year (the th�rd 
�ncome year end�ng after the �n�t�al transfer t�me). tax 
losses of $500, apply�ng the ava�lable fract�on method, 
were carr�ed forward to the 2006–07 �ncome year.

For the 2006–07 �ncome year, aBC group has 
assessable �ncome of $1,950 and deduct�ons of $250. 
the head company sat�sf�es the relevant loss recoupment 
tests �n respect of all the transferred tax losses. aBC 
group has calculated that �t �s able to use $30 of the 
transferred tax losses apply�ng the ava�lable fract�on 
method.

For the 2006–07 �ncome year, aBC group determ�nes �ts 
taxable �ncome as follows:

assessable	
income

$ Deductions $

net cap�tal ga�n 0 deduct�ons 250

other assessable 
�ncome

 
1,950

Concess�onal 
tax losses

 
200

transferred tax 
losses

 
30

total 1,950 total 480

aBC group’s taxable �ncome �s $1,470  
(that �s, $1,950 – $480).
n	tax losses transferred of $200 can be ut�l�sed apply�ng 

the concess�onal method.
n	there are no tax losses, apply�ng the concess�onal 

method, to be carr�ed forward to the 2007–08 �ncome 
year. tax losses of $470 ($500 – $30) apply�ng the 
ava�lable fract�on method can be carr�ed forward to the 
2007–08 �ncome year.

For the 2006–07 �ncome year the head company 
completes part a, �tem 3 on the schedule as follows:

G

HConcess�onal

group .00, , ,

0 .002 0, , ,

I

Total

other transferred 0 .00

R 0 .002 3, , ,

3, , ,

F
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4 TRANSFERRED TAx LOSSES UTILISED

 note
n	do not �nclude transferred tax losses ut�l�sed �n 

accordance w�th the concess�onal method wh�ch 
allows the head company to ut�l�se tax losses over 
three years where certa�n cond�t�ons are met.

n	do not �nclude group tax losses – losses generated by 
a consol�dated group – ut�l�sed at �tem 4.

n	do not �nclude transferred net cap�tal losses, fore�gn 
source losses or f�lm losses ut�l�sed at �tem 4.

n	show transferred net cap�tal losses ut�l�sed at �tem 9, 
and fore�gn source losses at part e, foreign	source	
losses (see page 30).

n	For the def�n�t�on of a tax loss, see sect�on 995-1 of the 
itaa 1997.

n	 if donated tax losses have been ut�l�sed, see the note 
Donated	tax	losses on the next page.

th�s �tem requ�res �nformat�on on the amount of transferred 
tax losses ut�l�sed, exclud�ng net cap�tal losses, fore�gn 
source losses and f�lm losses. a head company ut�l�ses 
a transferred tax loss to the extent �t �s deducted from 
an amount of the head company’s assessable �ncome or 
exempt �ncome.

show at A , D , G , j , M  and P , as requ�red, the tFns 
of those jo�n�ng ent�t�es that had tax losses from the�r loss 
bundles ut�l�sed by apply�ng the ava�lable fract�on method. 
a bundle of losses cons�sts of all the losses of a jo�n�ng 
ent�ty that are transferred to the head company at the 
same t�me.

if tax losses have been ut�l�sed �n respect of s�x or fewer 
loss bundles, complete the number of labels requ�red. if 
tax losses have been ut�l�sed �n respect of more than s�x 
loss bundles, show the jo�n�ng ent�ty tFns for those loss 
bundles that had the s�x largest amounts of tax losses 
ut�l�sed.

show at B , E , H , k , N  and q , as requ�red, the 
correspond�ng ava�lable fract�ons calculated for the loss 
bundles for jo�n�ng ent�t�es whose tFns are recorded at A , 
D , G , j , M  and P  respect�vely. however, �f tax losses 
�n a loss bundle are ut�l�sed w�th d�fferent ava�lable fract�ons 
(because losses have been ‘donated’ to other loss 
bundles), each of the amounts ut�l�sed �s to be cons�dered 
separately (see the note Donated	tax	losses on the 
next page). 

each ava�lable fract�on �s to be completed to three dec�mal 
places (for example, 0.475, 0.520, 0.700). however 
where round�ng to three dec�mal places would result �n an 
ava�lable fract�on of n�l, consol�dated groups are perm�tted 
to round the ava�lable fract�on to the f�rst non-zero d�g�t. 
see subsect�on 707-320(4) of the itaa 1997. Where 
the ava�lable fract�on �s less than 0.0005, the amount of 
0.000 should be recorded at the relevant label; where 
the ava�lable fract�on �s greater than 0.0005 but less than 
0.001, the amount recorded on the schedule should be 
rounded up to 0.001.

Where losses are transferred for the f�rst t�me, the ava�lable 
fract�on �s calculated l�ke th�s:

mod�f�ed market value of the jo�n�ng loss ent�ty at the �n�t�al transfer t�me 
adjusted market value of the head company at the �n�t�al transfer t�me

For deta�ls of how the mod�f�ed market value of the jo�n�ng 
loss ent�ty and adjusted market value of the head company 
are determ�ned, see 3	Tax	losses	utilised �n part a on 
page 5.

Calculate ava�lable fract�ons, then adjust them to three 
dec�mal places. round up the th�rd dec�mal place �f the 
fourth dec�mal place �s 5 or more. if round�ng to the th�rd 
dec�mal place results �n an ava�lable fract�on of n�l, then 
round the ava�lable fract�on to the f�rst non-zero d�g�t. 
see subsect�on 707-320(4) of the itaa 1997. Where 
the ava�lable fract�on �s less than 0.0005, the amount of 
0.000 should be recorded at the relevant label; where 
the ava�lable fract�on �s greater than 0.0005 but less than 
0.001, the amount recorded on the schedule should be 
rounded up to 0.001

Where an ava�lable fract�on has been adjusted as a result 
of certa�n events – for example, a new member jo�ned the 
group and transferred a loss bundle – show the adjusted 
ava�lable fract�on appl�cable at the end of the year of 
�ncome.

an ava�lable fract�on cannot be a negat�ve amount or 
greater than one. if the sum of the group’s ava�lable 
fract�ons would total more than one, each ava�lable fract�on 
�s proport�onally reduced. see subsect�on 707-320(2) of the 
itaa 1997.

the ava�lable fract�on for a bundle �s adjusted or ma�nta�ned 
when one of f�ve adjustment events l�sted �n the table �n 
sect�on 707-320(2) of the itaa 1997 occurs.

For more �nformat�on about the calculat�on of the ava�lable 
fract�on, see 3	Tax	losses	utilised �n part a on page 5.

Where the ava�lable fract�on of a loss bundle has been 
�ncreased as a result of one company – the value donor 
– donat�ng value to a loss company, show the �ncreased 
ava�lable fract�on.

For more �nformat�on on the value donor concess�on, see 
3	Tax	losses	utilised �n part a on page 5.

show at C , F , I , L , O  and R , as requ�red, the 
correspond�ng amount of transferred tax losses ut�l�sed 
from loss bundles of jo�n�ng ent�t�es whose tFns are 
recorded at A , D , G , j , M  and P , respect�vely. if tax 
losses have been ut�l�sed from more than s�x loss bundles, 
show the s�x largest amounts ut�l�sed.



10 www.ato.gov.au Consolidated groups losses sChedule instruCtions 2007

 donated taX losses
n	 if one company – the value/loss donor – has donated 

some of �ts tax losses to another loss company 
– the real loss-maker – so that they can be used by 
the group �n accordance w�th the real loss-maker’s 
ava�lable fract�on, do not �nclude the amount of 
donated tax losses �n the amounts shown for real 
loss-makers at C , F , I , L , O  and R , as requ�red.

n	show donated tax losses ut�l�sed w�th the tFn of the 
value/loss donor company, not the real loss maker.  
the ava�lable fract�on recorded for the value/loss donor 
�n respect of tax losses donated �s the ava�lable fract�on 
of the real loss-maker company, not the value/loss 
donor’s ava�lable fract�on.

n	 if a value/loss donor company has both donated tax 
losses ut�l�sed and non-transferable tax losses ut�l�sed, 
mult�ple entr�es are requ�red for the value/loss donor 
company. show the donated tax losses ut�l�sed w�th 
the ava�lable fract�on of the real loss-maker. show the 
non-transferable tax losses ut�l�sed w�th the ava�lable 
fract�on of the value/loss donor.

For more �nformat�on about donat�ng losses, see Increasing	
the	available	fraction	–	value	donor	concession (�tem 3 
�n part a) on page 7.

ExAMPLE 4

a wholly owned group cons�sts of a head company, 
h Co, and two subs�d�ary compan�es – a Co and B Co. 
the group consol�dates on 1 July 2003.

tax losses were transferred from a Co and B Co to h Co 
at the t�me the group was formed on 1 July 2003.

it was determ�ned that the cond�t�ons for the value donor 
concess�on were sat�sf�ed. Mod�f�ed market value has 
been donated to a Co from both h Co and B Co. the 
ava�lable fract�ons that were worked out, after apply�ng 
the value donor concess�on, are:

a B

0.900 0.100

deta�ls of subs�d�ary losses carr�ed forward and 
compan�es to wh�ch they could have been transferred 
(assum�ng subd�v�s�ons 170-a and 170-B of the itaa 
1997 had not been amended to prov�de only for transfers 
�nvolv�ng an austral�an branch of a fore�gn bank) are as 
follows:

Transferor		
TfN

Tax	loss	
carried	

forward	to	
2006–07

Transferable	to:

Co h		
Co

a		
Co

B	
Co

a 222 222 222 1,000 3 3

B 333 333 333 300 3 3

250 X X

it was also determ�ned that B Co sat�sf�ed the loss donor 
cond�t�ons and �ts transferable tax loss was donated to 
a Co to be used �n accordance w�th a Co’s �ncreased 
ava�lable fract�on. $300 of th�s loss was carr�ed forward to 
the 2006–07 �ncome year.

For the 2006–07 �ncome year, the consol�dated group 
has assessable �ncome of $2,200 and deduct�ons of 
$200. there are no cap�tal ga�ns or assessable fore�gn 
or f�lm �ncome. the ava�lable fract�on amount for each 
bundle �s as follows:

Loss	
bundle

Income	
amount	

	
	
$

Multiplied	
by	available	
fraction

available	
fraction	

amount	for	
bundle	

($)

a Co 2,000 0.900 1,800

B Co 2,000 0.100 200

the consol�dated group can therefore ut�l�se all of the tax 
losses �n a Co’s bundle ($1,000) and can also ut�l�se all of 
B Co’s transferable tax loss ($300) because �t �s used �n 
accordance w�th a Co’s �ncreased ava�lable fract�on.

B Co’s non-transferable tax loss ($250) can only be 
ut�l�sed to the extent of $200. the rema�n�ng $50 of th�s 
loss w�ll be carr�ed forward to the 2007-08 �ncome year.

the head company completes part a, �tem 4 on the 
schedule as follows:

C

ava�lable fract�ontransferor tFn

A

D

G

j

M

P

3 3 3 3 3 3333

3 3 3 3 3 3333

2 2 2 2 2 2222 B

E

H

k

N

q

0 001

0 009

0 009

.

.

.

.

.

.

F

I

L

O

R .00,

.00,

.00,

0 .002 0,

0 .003 0,

0 .001 0 0,



Consolidated groups losses sChedule instruCtions 2007 www.ato.gov.au 11

ExAMPLE 5

a consol�dated group determ�nes the follow�ng amounts 
of tax losses ut�l�sed from e�ght loss bundles for the 
2006–07 �ncome year:

Co Transferor	TfN available	
fraction	

Tax	losses	
utilised	$

a 111 111 111 0.105 5,250

B 222 222 222 0.311 4,100

C 333 333 333 0.132 2,350

D 444 444 444 0.183 4,730

e 555 555 555 0.095 1,300

f 666 666 666 0.009 25

g 777 777 777 0.154 3,405

h 888 888 888 0.000 2,100

h Co and B Co have sat�sf�ed the value donor and loss 
donor cond�t�ons. h Co has donated �ts ent�re mod�f�ed 
market value to B Co and also donated transferable 
losses to B Co, the real loss-maker. B Co’s �ncreased 
ava�lable fract�on �s 0.311 and h Co’s reduced ava�lable 
fract�on �s 0.000.

the head company completes part a, �tem 4 on the 
schedule as follows:

C

ava�lable fract�ontransferor tFn

A

D

G

j

M

P 8 8 8 8 8 8888

7 7 7 7 7 7777

4 4 4 4 4 4444

3 3 3 3 3 3333

2 2 2 2 2 2222

1 1 1 1 1 1111 B

E

H

k

N

q 0 113

0 451

0 381

0 231

0 113

0 501

.

.

.

.

.

.

F

I

L

O

R 0 .002 1 0,

5 .003 4 0,

0 .004 7 3,

0 .002 3 5,

0 .004 1 0,

0 .005 2 5,

informat�on has been recorded for the loss bundles that 
had the s�x largest amounts of tax losses ut�l�sed. 

h Co’s donated tax losses are shown aga�nst its tFn, 
not the tFn of the real loss-maker, B Co. the ava�lable 
fract�on recorded for the value/loss donor, h Co, �n 
respect of tax losses donated �s the �ncreased ava�lable 
fract�on of the real loss-maker company, B Co, not 
h Co’s reduced ava�lable fract�on of n�l.

page 2 oF the sChedule
5 TAx LOSSES CARRIED FORWARD TO 
LATER INCOME yEARS

 note
n	do not �nclude net cap�tal losses, fore�gn source losses 

or f�lm losses carr�ed forward to later �ncome years at 
�tem 5.

n	show net cap�tal losses carr�ed forward to later �ncome 
years at �tem 10, and fore�gn source losses at part e, 
foreign	source	losses (see page 30).

n	For the def�n�t�on of a tax loss, see sect�on 995-1 of the 
itaa 1997.

n	the head company must keep a record of �ts tax 
losses and account for any adjustments �nclud�ng 
those made by the tax off�ce. these records must be 
reta�ned for f�ve years after the end of the year �n wh�ch 
the loss was fully ut�l�sed.

n	 if requ�red, the head company must be able to 
demonstrate not only the balance of any tax losses 
be�ng ut�l�sed or carr�ed forward, but also how those 
tax losses arose.

Group
show at S  the amount of group tax losses carr�ed forward 
to later �ncome years under sect�on 36-17 of the itaa 
1997. group tax losses are those tax losses that have 
been generated by the consol�dated group.

show transferred tax losses carr�ed forward to later �ncome 
years at e�ther T  or V , as appropr�ate.

Concessional
show at T  the amount of concess�onal tax losses carr�ed 
forward to later �ncome years under sect�on 36-17 of the 
itaa 1997. Concess�onal tax losses are tax losses that 
meet certa�n cond�t�ons and may be ut�l�sed by the head 
company over a m�n�mum of three years, subject to the 
general loss recoupment tests as mod�f�ed.

For more �nformat�on, see 3	Tax	losses	utilised �n part a 
on page 5.

if the head company w�shes to use the concess�onal 
method �t must choose to do so by the later of: 
n	 the day �t lodges �ts �ncome tax return for the �ncome 

year �n wh�ch �t could f�rst use any of �ts transferred 
losses, or 

n	31 december 2005. 

the cho�ce, �f made, must be for all el�g�ble losses �n a 
part�cular bundle. Where a head company has not made a 
cho�ce whether to use the concess�onal method �n respect 
of transferred losses meet�ng the relevant cond�t�ons, show 
the amount of these losses carr�ed forward to later �ncome 
years at V .
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Other transferred
show at V  the amount of other transferred tax losses 
carr�ed forward to later �ncome years under sect�on 36-
17 of the itaa 1997. other transferred tax losses are tax 
losses that have been made outs�de the consol�dated 
group and transferred �nto the group from an ent�ty when 
�t jo�ned the group. Where a cho�ce has been made to use 
the concess�onal method �n respect of el�g�ble transferred 
losses, show the amount of these losses at T .

Total
show at U  the total of tax losses carr�ed forward to later 
�ncome years at S  to V .

transfer the amount at U  to the correspond�ng label on your tax return.

 note
the loss wastage rules apply �n relat�on to amounts that 
are �ncluded �n U  �tem 11 on the company tax return. 
For more �nformat�on on how th�s amount �s calculated, 
see Tax	losses	carried	forward	to	later	income	years 
at 11	Losses	information �n the Company tax return 
instructions 2007 (nat 0669–6.2007).

ExAMPLE 6

aaa consol�dated group comes �nto ex�stence on 1 July 
2003. on that date tax losses of $2,500 are transferred 
to the head company from jo�n�ng ent�t�es wh�ch sat�sfy 
the cont�nu�ty of ownersh�p and control transfer tests.  
no other losses are transferred to the head company. 
aaa group determ�nes that $900 of the tax losses 
transferred sat�sfy the cond�t�ons for use of the 
concess�onal method and the head company makes a 
cho�ce to apply th�s method for all the el�g�ble losses. the 
balance of the losses transferred ($1,600) �s to be ut�l�sed 
apply�ng the ava�lable fract�on method.

up to the 2005–06 �ncome year, the head company 
of the aaa group ut�l�sed $600 of the transferred tax 
losses us�ng the concess�onal method and $800 of the 
transferred tax losses apply�ng the ava�lable fract�on 
method.

the head company of the aaa group makes a group tax 
loss �n the 2005-06 �ncome year of $200 and a group 
tax loss of $300 �n the 2006-07 �ncome year and �s not 
able to use any of the transferred tax losses �n those two 
years.

the head company completes part a, �tem 5 on the 
schedule as follows: 

Sgroup 0 .005 0, , ,

T

Vother transferred

Concess�onal 0 .003 0, , ,

0 .008 0, , ,

UTotal 0 .001 6 0, , ,

6 NET CAPITAL LOSSES TRANSFERRED 
FROM jOINING ENTITIES (INCLUDING HEAD 
COMPANy) AT CONSOLIDATION

 note
n	do not �nclude tax losses, f�lm losses or fore�gn source 

losses at �tem 6.
n	show tax losses transferred from jo�n�ng ent�t�es 

(�nclud�ng head company) at consol�dat�on at �tem 1, 
and fore�gn source losses at part e, foreign	source	
losses (see page 30).

n	do not �nclude net cap�tal losses transferred after 
consol�dat�on – �nclude these losses at �tem 7.

n	net cap�tal loss has the mean�ng g�ven by sect�ons 
102-10 and 165-114 of the itaa 1997.

n	do not �nclude net cap�tal losses �f th�s �tem was 
completed �n an earl�er �ncome year.

th�s �tem requ�res �nformat�on on the amount of net 
cap�tal losses, transferred from jo�n�ng ent�t�es, �nclud�ng 
the head company, to the head company at the date the 
consol�dated group has been brought �nto ex�stence – that 
�s, the date spec�f�ed �n the not�ce of cho�ce g�ven to the 
Comm�ss�oner. see sect�on 703-50 of the itaa 1997.

record the relevant amount of net cap�tal losses 
transferred at consol�dat�on aga�nst A , B  or C , 
depend�ng on wh�ch loss transfer test, �f any, has been 
sat�sf�ed.

When an ent�ty jo�ns a consol�dated group as a subs�d�ary 
member part way through the ent�ty’s �ncome year, �t 
calculates �ts taxable �ncome or loss for the per�od up to 
the t�me �t jo�ns the group. generally, any unused carry 
forward net cap�tal losses are transferred to the head 
company �f those losses could have been ut�l�sed by the 
jo�n�ng ent�ty, assum�ng suff�c�ent cap�tal ga�ns, �n the ‘tr�al 
year’, wh�ch generally beg�ns 12 months before jo�n�ng the 
consol�dated group and ends �mmed�ately after the jo�n�ng 
t�me. in certa�n c�rcumstances, the tr�al year may be a 
shorter per�od than 12 months. see subsect�on 707-120(2) 
of the itaa 1997.

Whether the net cap�tal losses could have been ut�l�sed by 
the jo�n�ng ent�ty �n the tr�al year �s determ�ned by apply�ng 
mod�f�ed vers�ons of the usual tests for apply�ng net cap�tal 
losses.

a jo�n�ng ent�ty �s any el�g�ble ent�ty that jo�ns a consol�dated 
group. For deta�ls of who can and cannot be members of 
a consol�dated group, see sect�ons 703-15 and 703-20 of 
the itaa 1997.
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Continuity of ownership test losses –  
companies only
show at A  those net cap�tal losses that were transferred 
at consol�dat�on because the cont�nu�ty of ownersh�p and 
control tests were sat�sf�ed for the ownersh�p test per�od 
– that �s, from the start of the year when the net cap�tal 
loss was made unt�l �mmed�ately after the jo�n�ng t�me. see 
sect�ons 165-12, 165-15 and 707-120 of the itaa 1997.

the follow�ng cond�t�ons apply:
n	there must be persons who benef�c�ally owned (between 

them) shares carry�ng (between them) the r�ght to 
exerc�se more than 50% of the vot�ng power �n the 
company, and r�ghts to rece�ve more than 50% of the 
company’s d�v�dends and r�ghts to rece�ve more than 
50% of the company’s cap�tal d�str�but�ons at all t�mes 
dur�ng the ownersh�p test per�od. see sect�ons 165-150 
to 165-160 of the itaa 1997.

n	 it �s reasonable to assume that there are persons (none 
of them compan�es or trustees) who between them have 
benef�c�al �nterests (d�rectly, or �nd�rectly through one 
or more �nterposed ent�t�es) �n shares �n the company 
carry�ng (between them) a major�ty of the vot�ng power, 
and r�ghts to d�v�dend and cap�tal d�str�but�ons at all t�mes 
dur�ng the ownersh�p test per�od. see sect�ons 165-150 
to 165-160 of the itaa 1997.

n	Where tax losses are cla�med �n an �ncome year end�ng 
after 21 september 1999, the company must meet the 
‘same share and �nterest’ requ�rement, except where 
the ‘sav�ng’ rule appl�es. see sect�on 165-165 and 
subsect�on 165-12(7) of the itaa 1997.

n	a mod�f�ed vers�on of the above rules can apply to w�dely 
held compan�es and el�g�ble d�v�s�on 166 compan�es. see 
d�v�s�on 166 of the itaa 1997.

ant�-avo�dance prov�s�ons are at subd�v�s�ons 175-a and 
175-B of the itaa 1997.

Same business test losses – companies only
show at B  those net cap�tal losses that were transferred 
at consol�dat�on where the cont�nu�ty of ownersh�p or 
control tests were fa�led but the jo�n�ng company sat�sf�ed 
the same bus�ness test.

the follow�ng table shows how the same bus�ness test 
appl�es for compan�es jo�n�ng a consol�dated group. 
see subsect�ons 707-120(1) and (3) and subsect�ons 
707-125(1) to (3) of the itaa 1997.

Same business transfer tests for companies
In	these	
circumstances:

Test	the	joining	entity’s	business	at	
these	points:

1. the jo�n�ng 
ent�ty made the 
net cap�tal loss 
for an �ncome 
year start�ng 
after 30 June 
1999.

n	 just before the end of the �ncome 
year �n wh�ch the loss was made 

n	 the year of ownersh�p change �f 
that year started before the tr�al 
year, and 

n	 the tr�al year. 
Note: 
Compan�es whose total �ncome for 
an �ncome year �s more than $100 
m�ll�on cannot sat�sfy the same 
bus�ness test for the same bus�ness 
test per�od. th�s appl�es 
to net cap�tal losses made �n 
�ncome years commenc�ng on or 
after 1 July 2005. 

2. the jo�n�ng 
ent�ty made the 
net cap�tal loss 
for an �ncome 
year start�ng 
before 1 July 
1999.

n	 just before the ownersh�p or 
control tests were f�rst fa�led or, �f 
the company �s unable to po�nt to 
the actual t�me the ownersh�p test 
was fa�led, just before the relevant 
default test t�me shown w�th�n 
the table to sect�on 165-13 of the 
itaa 1997, and

n	 the tr�al year. 

the government has announced that the $100 m�ll�on 
�ncome cap on the same bus�ness test w�ll be removed 
w�th effect from 1 July 2005. see What’s	new for more 
�nformat�on. 

the year of ownersh�p change �s the �ncome year �n wh�ch 
the jo�n�ng ent�ty f�rst fa�ls the ownersh�p or control tests 
or, where the company �s unable to po�nt to the actual 
t�me the ownersh�p test was fa�led, the �ncome year that 
�ncluded the relevant default test t�me shown �n the table to 
subsect�on 165-13(2) of the itaa 1997.

Where a net cap�tal loss �s transferred as a result 
of sat�sfy�ng the same bus�ness test, �t may only be 
transferred aga�n �f – �n add�t�on to sat�sfy�ng the usual 
transfer tests – the ent�ty transferr�ng the loss carr�ed on the 
same bus�ness at these t�mes:
n	 just before the end of the �ncome year �n wh�ch the loss 

was prev�ously transferred to �t, and
n	dur�ng the tr�al year.

see subsect�on 707-135(2) of the itaa 1997.

under the same bus�ness test the company must carry 
on the same bus�ness at all the t�mes �nd�cated �n the 
preced�ng table – that �s, throughout the tr�al year and year 
of ownersh�p change (�f appl�cable) and the other relevant 
t�me. the test �s not sat�sf�ed �f at any t�me the company 
d�d not carry on the same bus�ness as �t d�d at another 
requ�red t�me or �t der�ves assessable �ncome from:
n	a bus�ness of a k�nd that �t d�d not carry on before the 

relevant t�me, or
n	a transact�on of a k�nd that �t d�d not enter �nto �n the 

course of �ts bus�ness operat�ons before the relevant t�me.
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‘same’ means ‘�dent�cal’ and not merely ‘s�m�lar’. the 
term ‘same bus�ness’ �s to be read as referr�ng to the 
same bus�ness �n the sense of the �dent�cal bus�ness. 
however, the term does not mean �dent�cal �n all respects. 
a company may expand or contract �ts act�v�t�es w�thout 
necessar�ly ceas�ng to carry on the same bus�ness. the 
organ�c growth of a bus�ness does not necessar�ly cause 
the bus�ness to fa�l the same bus�ness test prov�ded the 
bus�ness reta�ns �ts �dent�ty. however, �f through a process 
of evolut�on a bus�ness changes �ts essent�al character, the 
ent�ty would fa�l the test. appl�cat�on of the same bus�ness 
test �s a quest�on of fact and �s usually determ�ned by a 
process of we�gh�ng up var�ous relevant factors.

For more �nformat�on, see sect�ons 165-13 and 165-210 
of the itaa 1997, taxat�on rul�ng tr 1999/9 and draft 
taxat�on rul�ng tr 2006/d4.

Other losses – trusts only
show at C  those net cap�tal losses that were transferred 
at consol�dat�on by a trust.

ExAMPLE 7

a consol�dated group comes �nto ex�stence on 1 July 
2006. dur�ng the 2006–07 �ncome year the follow�ng 
net cap�tal losses are transferred to the head company 
from jo�n�ng ent�t�es wh�ch pass the loss transfer tests 
�nd�cated.

Joining	entity Joining	
time

Net	
capital	

loss	
amount	

$

Transfer	test	passed

Continuity	
of	

ownership

Same	
business

a Company 1.7.2006 900 X 3

B Company 1.7.2006 1,800 3

C Company 9.4.2007 3,200 3

X F�xed trust 1.7.2006 2,400

Y non-fixed trust 1.7.2006 1,100

the head company completes part a, �tem 6 on the 
schedule as follows:

A

B

Cother losses

same bus�ness  
test losses

Cont�nu�ty of ownersh�p  
test losses 0 .001 8 0, , ,

0 .009 0, , ,

0 .003 5 0, , ,

as C Company’s cont�nu�ty of ownersh�p net cap�tal 
losses were transferred after consol�dat�on, the amount 
transferred �s recorded at D  �tem 7.

7 NET CAPITAL LOSSES TRANSFERRED 
FROM jOINING ENTITIES AFTER 
CONSOLIDATION

 note
n	do not �nclude tax losses, f�lm losses or fore�gn source 

losses at �tem 7.
n	show tax losses transferred from jo�n�ng ent�t�es after 

consol�dat�on at �tem 2, and fore�gn source losses at 
part e, foreign	source	losses (see page 30).

n	do not �nclude net cap�tal losses transferred at 
consol�dat�on – �nclude these losses at �tem 6.

n	net cap�tal loss has the mean�ng g�ven by sect�ons 
102-10 and 165-114 of the itaa 1997.

n	do not �nclude net cap�tal losses transferred �n an 
earl�er �ncome year.

th�s �tem requ�res �nformat�on on the amount of net 
cap�tal losses transferred from jo�n�ng ent�t�es to the head 
company after the date the consol�dated group has been 
brought �nto ex�stence – that �s, the date spec�f�ed �n the 
not�ce of cho�ce g�ven to the Comm�ss�oner. see sect�on 
703-50 of the itaa 1997.

the relevant amount of net cap�tal losses transferred dur�ng 
the �ncome year �s to be recorded aga�nst D , E  or F , 
depend�ng on wh�ch loss transfer test, �f any, has been 
sat�sf�ed.

When an ent�ty jo�ns a consol�dated group �t calculates �ts 
taxable �ncome or tax loss for the per�od up to the t�me �t 
jo�ns the group. generally, any unappl�ed net cap�tal losses 
are transferred to the head company �f the losses could 
have been ut�l�sed by the jo�n�ng ent�ty, assum�ng suff�c�ent 
cap�tal ga�ns, �n the ‘tr�al year’, wh�ch generally beg�ns 
12 months before jo�n�ng the consol�dated group and ends 
�mmed�ately after the jo�n�ng t�me. in certa�n c�rcumstances, 
the tr�al year may be a shorter per�od than 12 months. see 
subsect�on 707-120(2) of the itaa 1997.

Whether the net cap�tal losses could have been ut�l�sed by 
the jo�n�ng ent�ty �n the tr�al year �s determ�ned by apply�ng 
mod�f�ed vers�ons of the usual tests for apply�ng net cap�tal 
losses.

a jo�n�ng ent�ty �s any el�g�ble ent�ty that jo�ns a consol�dated 
group. For deta�ls of who can and cannot be members of 
a consol�dated group, see sect�ons 703-15 and 703-20 of 
the itaa 1997.

Continuity of ownership test losses –  
companies only
show at D  those net cap�tal losses that were transferred 
after consol�dat�on because the cont�nu�ty of ownersh�p 
and control tests were sat�sf�ed from the start of the year 
when the loss was �ncurred unt�l �mmed�ately after the 
jo�n�ng t�me.

For more �nformat�on on the cont�nu�ty of ownersh�p 
and control tests, see 6	Net	capital	losses	transferred	
from	joining	entities	(including	head	company)	at	
consolidation �n part a on page 12.
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Same business test losses – companies only
show at E  those net cap�tal losses that were transferred 
after consol�dat�on because the cont�nu�ty of ownersh�p or 
control tests were fa�led but the jo�n�ng company sat�sf�ed 
the same bus�ness test.

For more �nformat�on on the same bus�ness test, see 
6	Net	capital	losses	transferred	from	joining	entities	
(including	head	company)	at	consolidation �n part a on 
page 12.

Other losses – trusts only
show at F  those net cap�tal losses that were transferred 
after consol�dat�on by a trust.

ExAMPLE 8

a consol�dated group comes �nto ex�stence on 1 July 
2006. dur�ng the 2006–07 �ncome year the follow�ng 
net cap�tal losses are transferred to the head company 
from jo�n�ng ent�t�es wh�ch passed the loss transfer tests 
�nd�cated.

Joining	entity Joining	
time

Net	
capital	

loss	
amount	

$

Transfer	test	passed

Continuity	
of	

ownership

Same	
business

X Company 1.7.2006 2,500 X 3

Y Company 2.7.2006 300 3

Z Company 3.2.2007 4,800 X 3

a F�xed trust 8.6.2007 250

B non-fixed trust 8.6.2007 3,200

the head company completes part a, �tem 7 on the 
schedule as follows:

D

E

Fother losses

same bus�ness  
test losses

Cont�nu�ty of ownersh�p  
test losses 0 .003 0, , ,

0 .004 8 0, , ,

0 .003 4 5, , ,

as X Company’s same bus�ness net cap�tal losses were 
transferred at consol�dat�on, the amount transferred �s 
recorded at B  �tem 6.

8 NET CAPITAL LOSSES UTILISED

 note
n	do not �nclude tax losses, f�lm losses or fore�gn source 

losses ut�l�sed at �tem 8.
n	show tax losses ut�l�sed at �tem 3, and fore�gn source 

losses ut�l�sed at part e, foreign	source	losses (see 
page 30).

n	net cap�tal loss has the mean�ng g�ven by sect�ons 
102-10 and 165-114 of the itaa 1997.

n	You may need to complete a 2007 Cgt schedule. 
For more �nformat�on, see the Guide to capital gains 
tax 2007 (nat 4151–6.2007).

th�s �tem requ�res �nformat�on on the amount of net cap�tal 
losses ut�l�sed. a head company ut�l�ses a net cap�tal loss 
to the extent that �t �s appl�ed to reduce an amount of the 
head company’s cap�tal ga�ns.

generally, a head company makes a cap�tal ga�n or cap�tal 
loss �f certa�n events – called Cgt events – happen. For 
more �nformat�on about Cgt events, see the Guide to 
capital gains tax 2007. th�s publ�cat�on �ncludes:
n	a cap�tal ga�n or loss worksheet for calculat�ng a cap�tal 

ga�n or cap�tal loss for each Cgt event, and
n	a Cgt summary worksheet for calculat�ng the company’s 

net cap�tal ga�n or cap�tal loss.

a head company may be ent�tled to ut�l�se carry-forward 
losses broadly compr�s�ng:
n	 losses generated by the consol�dated group – group 

losses – and
n	 transferred losses that were generated by an ent�ty 

before �t became a member of the group.

Before ut�l�s�ng a group loss or a transferred loss, a head 
company �s requ�red to pass the cont�nu�ty of ownersh�p 
and control tests or the same bus�ness test.

For more �nformat�on on the cond�t�ons apply�ng to the 
cont�nu�ty of ownersh�p test, see 6	Net	capital	losses	
transferred	from	joining	entities	(including	head	
company)	at	consolidation �n part a on page 12. For 
more �nformat�on on the same bus�ness test, see sect�ons 
165-13 and 165-210 of the itaa 1997, taxat�on rul�ng 
tr 1999/9 and draft taxat�on rul�ng tr 2006/d4. 

Transferred losses
the operat�on of the cont�nu�ty of ownersh�p test �s 
mod�f�ed by subd�v�s�on 707-B of the itaa 1997. Firstly, 
the loss year �s mod�f�ed so that �t starts from when the 
loss was transferred to the head company (however, 
subsect�on 707-140(2) of the itaa 1997 prov�des that the 
head company �s not prevented from ut�l�s�ng the loss for 
the �ncome year �n wh�ch the transfer occurs). Secondly, 
�n determ�n�ng whether a head company can ut�l�se a net 
cap�tal loss transferred to �t after pass�ng the cont�nu�ty of 
ownersh�p and control tests, changes �n ownersh�p of a 
loss company before �t jo�ned the consol�dated group are 
recogn�sed. see sect�on 707-210 of the itaa 1997.
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net cap�tal losses generated by a consol�dated group – group 
losses – are effect�vely ut�l�sed before transferred net cap�tal 
losses. see paragraph 707-310(3)(b) of the itaa 1997.

Concess�onal net cap�tal losses are used after group 
net cap�tal losses, and are effect�vely used before other 
transferred net cap�tal losses. see subsect�on 707-350(2) 
of the Income Tax (Transitional Provisions) Act 1997.

all losses transferred to a head company, for the f�rst t�me 
from the ent�ty that actually made them, const�tute a bundle 
of losses. losses w�th�n the bundle w�ll be categor�sed by 
the ‘sort of loss’ such as a tax loss or net cap�tal loss. see 
sect�on 707-315 of the itaa 1997.

Available fraction
an ava�lable fract�on �s worked out for each loss bundle. 
the ava�lable fract�on l�m�ts the annual rate at wh�ch the 
bundle’s losses may be recouped by the head company. 
however, for ut�l�sat�on purposes, losses �n one bundle may 
be subject to the ava�lable fract�on for another loss bundle 
�f certa�n cond�t�ons are sat�sf�ed (see Increasing	the	
available	fraction	–	value	donor	concession on page 17).

Where losses are transferred for the f�rst t�me, the ava�lable 
fract�on �s calculated l�ke th�s:

mod�f�ed market value of the jo�n�ng loss ent�ty at the �n�t�al transfer t�me 
adjusted market value of the head company at the �n�t�al transfer t�me

the mod�f�ed market value of a jo�n�ng ent�ty �s the amount 
that would be the market value of the ent�ty at the jo�n�ng 
t�me �f:
n	 the ent�ty has no losses and the balance of �ts frank�ng 

account �s n�l
n	 the subs�d�ary members of the group at the t�me are 

separate ent�t�es and not d�v�s�ons or parts of the head 
company of the group

n	 the ent�ty’s market value d�d not �nclude an amount 
attr�butable (d�rectly or �nd�rectly) to a membersh�p 
�nterest �n a member of the group (other than the ent�ty) 
that �s a corporate tax ent�ty or an ent�ty that transferred 
losses to the head company, and

n	a trust (other than a corporate tax ent�ty or a trust w�th 
losses) contr�butes to the jo�n�ng ent�ty’s market value 
only to the extent attr�butable to f�xed ent�tlements (at 
jo�n�ng t�me) to �ncome or cap�tal of the trust that �s not 
attr�butable (d�rectly or �nd�rectly) to membersh�p �nterests 
�n another member of the group that �s a corporate tax 
ent�ty or a trust w�th losses. 

see sect�on 707-325 of the itaa 1997.

an �ncrease �n the value of the loss ent�ty �s excluded from 
the ent�ty’s mod�f�ed market value �f the �ncrease results 
from e�ther of these events:
n	an �nject�on of cap�tal �nto the loss ent�ty, �ts assoc�ate or, 

�f the loss ent�ty �s a trust, an assoc�ate of the trustee, or
n	a non-arm’s length transact�on that �nvolved the loss 

ent�ty, �ts assoc�ate or, �f the loss ent�ty �s a trust, an 
assoc�ate of the trustee.

the rules apply to events that occur �n the four years 
before the loss ent�ty jo�ns the group; however, they do not 
apply to events that occurred before 9 december 2000. 

see subsect�ons 707-325(2) and (4) of the itaa 1997, 
sect�on 707-329 of the Income Tax (Transitional Provisions) 
Act 1997 and taxat�on rul�ng tr 2004/9 of the itaa 1997, 
sect�on 707-329 of the Income Tax (Transitional Provisions) 
Act 1997 and Taxation Ruling TR 2004/9 – Income tax: 
consolidation: what is meant by ‘injection of capital’ in 
section 707-325 of the Income Tax Assessment Act 1997? 

the head company’s adjusted market value at the �n�t�al 
transfer t�me �s the amount that would be the market value 
at that t�me �f:
n	 the head company d�d not have a loss of any sort for an 

�ncome year end�ng before that t�me, and
n	 the balance of the head company’s frank�ng account was 

n�l at that t�me.

see subsect�on 707-320(1) of the itaa 1997. the value 
for the head company �s worked out on the bas�s that 
subs�d�ary members of the consol�dated group are part of 
the head company.

 note
the Comm�ss�oner has a statutory obl�gat�on to ensure 
compl�ance w�th the market valuat�on requ�rements of the 
consol�dat�on reg�me and to form a v�ew as to whether 
valuat�ons undertaken are accurate. the publ�cat�on 
Consolidation and market valuation (nat 7803) w�ll help 
you meet your tax obl�gat�ons.

the ava�lable fract�on may be �ncreased �f the value donor 
concess�on appl�es. the ava�lable fract�on �s adjusted �f 
certa�n events happen – for example, the consol�dated 
group acqu�res a new loss ent�ty or the sum of the 
ava�lable fract�ons �n the group exceeds 1. see subsect�on 
707-320(2) of the itaa 1997.

the use of transferred losses �s apport�oned when the�r 
ava�lable fract�on appl�ed for only part of the �ncome year 
or when the ava�lable fract�on changes dur�ng the �ncome 
year. see sect�on 707-335 of the itaa 1997.

apply the ava�lable fract�on us�ng a three-step process as 
follows:
1 Work out the amount of each category of the group’s 

�ncome or ga�ns as spec�f�ed �n column 2 of the table 
�n subsect�on 707-310(3) of the itaa 1997. th�s �s 
the group’s total �ncome or ga�ns for each category 
less relevant deduct�ons �nclud�ng group losses and 
concess�onal losses (but not transferred losses whose 
use �s l�m�ted by the�r ava�lable fract�on).

2 Mult�ply each category amount by the bundle’s ava�lable 
fract�on. the result �s taken to be the head company’s 
only �ncome or ga�ns for that category.

3 on the bas�s of the step 2 assumpt�on, work out a 
not�onal taxable �ncome for each loss bundle.

th�s process enables the head company to determ�ne the 
amount of transferred losses of each sort �t can use from 
the loss bundle to determ�ne �ts actual taxable �ncome.

 note
an example apply�ng the ava�lable fract�on us�ng the 
three-step process �s on page 23.
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Increasing the available fraction – value donor 
concession (not applicable to consolidated 
groups that came into existence on or after 
1 july 2004)
a loss ent�ty (the ‘real loss-maker’), �n calculat�ng �ts 
ava�lable fract�on, may add to �ts mod�f�ed market value 
the mod�f�ed market value of another company (the ‘value 
donor’). Certa�n losses from the value donor are also able 
to be not�onally transferred to the real loss-maker. th�s 
enables those losses to be ut�l�sed us�ng the ava�lable 
fract�on for the real loss-maker. only company losses may 
benef�t from the concess�on to donate value and losses.

the cond�t�ons for add�ng an amount of mod�f�ed market 
value from the value donor to the real loss-maker are as 
follows:
n	Both the real loss-maker and the value donor jo�ned the 

group when �t f�rst consol�dated before 1 July 2004.
n	the real loss-maker has a ‘test loss’ – a tax loss or net 

cap�tal loss that �s not a concess�onal loss.
n	the real loss-maker could have transferred �ts test loss 

to the value donor under subd�v�s�on 170-a or 170-B 
of the itaa 1997 (assum�ng those subd�v�s�ons had not 
been amended to prov�de only for transfers �nvolv�ng an 
austral�an branch of a fore�gn bank) for an �ncome year 
– generally the tr�al year.

n	the value donor – assum�ng �t had made the test loss 
– could have transferred �t to the head company under 
subd�v�s�on 707-a.

n	the head company chooses to �ncrease the real 
loss-maker’s mod�f�ed market value by a port�on of the 
value donor’s mod�f�ed market value. 

see subsect�ons 707-325(1) and (2) of the Income Tax 
(Transitional Provisions) Act 1997.

the �ncrease �n the mod�f�ed market value of the real 
loss-maker �s worked out us�ng a formula. see subsect�ons 
707-325(3) and (4) of the Income Tax (Transitional 
Provisions) Act 1997.

the cond�t�ons for donat�ng losses from the value donor 
(referred to here as the ‘loss donor’) to the real loss-maker 
are as follows:
n	the loss donor has also donated an amount of 

mod�f�ed market value to the real loss-maker (�n certa�n 
c�rcumstances the amount can be n�l).

n	the loss to be donated �s a tax loss or a net cap�tal loss 
that �s not a concess�onal loss.

n	the loss was transferred under subd�v�s�on 707-a from 
the loss donor to the head company at the t�me when 
the consol�dated group came �nto ex�stence.

n	the loss donor could have transferred the loss to the 
real loss-maker, and any other value donor to the real 
loss-maker, under subd�v�s�on 170-a or 170-B of the 
itaa 1997 (assum�ng those subd�v�s�ons had not been 
amended to prov�de only for transfers �nvolv�ng an 
austral�an branch of a fore�gn bank) for an �ncome year 
– generally the tr�al year.

n	the real loss-maker – and any other value donor of the 
real loss-maker – could have transferred the loss to the 
head company under subd�v�s�on 707-a.

n	the head company chooses that the loss be �ncluded �n 
the real loss-maker’s bundle.

see subsect�ons 707-327(1), (2) and (3) of the Income Tax 
(Transitional Provisions) Act 1997.

Where a loss �s donated, the group’s use of the loss �s 
governed by the real loss-maker’s ava�lable fract�on.

a loss can only be taken �nto account under e�ther the 
value donor rule or the loss donor rule but not both. see 
subsect�on 707-327(6) of the Income Tax (Transitional 
Provisions) Act 1997.

a cho�ce to donate losses must be made by the head 
company by the later of e�ther:
n	 the day �t lodges �ts �ncome tax return for the f�rst �ncome 

year for wh�ch �t uses transferred losses by the ava�lable 
fract�on method, or 

n	31 december 2005.

When apply�ng subd�v�s�ons 170-a or 170-B for the 
purposes of the value donor and loss donor rules, the 
�ncome year �s mod�f�ed and certa�n cond�t�ons apply. see 
sect�on 707-328 of the Income Tax (Transitional Provisions) 
Act 1997.

 note
an example apply�ng the value donor and loss donor 
concess�ons �s on page 24.

Group
show at G  the amount of group net cap�tal losses ut�l�sed. 
group net cap�tal losses are those net cap�tal losses that 
have been generated by the consol�dated group. group net 
cap�tal losses are effect�vely ut�l�sed before transferred net 
cap�tal losses.

show transferred net cap�tal losses ut�l�sed at e�ther H  or 
I  as appropr�ate.

Concessional
a transferred net cap�tal loss, �n a part�cular loss bundle, 
may be used �n accordance w�th the concess�onal method 
�f the loss meets certa�n cond�t�ons and the head company 
has chosen to use the concess�onal method for all losses 
�n the bundle that meet these cond�t�ons. the cond�t�ons 
are that the net cap�tal loss:
n	was or�g�nally made outs�de the consol�dated group by 

a company – the real loss-maker – for an �ncome year 
end�ng on or before 21 september 1999

n	was transferred from the real loss-maker to the head 
company of the group when the group f�rst consol�dated 
before 1 July 2004 (the �n�t�al transfer t�me)

n	was transferred because the cont�nu�ty of ownersh�p and 
control tests were passed, and

n	had not been prev�ously transferred to a group.
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see subsect�on 707-350(1) of the Income Tax (Transitional 
Provisions) Act 1997.

Concess�onal losses may be ut�l�sed by the head company 
over a m�n�mum of three years (w�th unrestr�cted use 
from the th�rd year onwards), subject to the general loss 
recoupment tests as mod�f�ed. see subsect�on 707-350(3) 
of the Income Tax (Transitional Provisions) Act 1997. th�s 
ut�l�sat�on replaces the l�m�t wh�ch would otherw�se apply 
under the ava�lable fract�on method.

there �s no l�m�t on the ut�l�sat�on of a concess�onal net 
cap�tal loss �n the 2006–07 �ncome year, th�s be�ng the th�rd 
or later �ncome year end�ng after the �n�t�al transfer t�me.

net cap�tal losses ut�l�sed on a concess�onal bas�s are 
effect�vely ut�l�sed before other transferred net cap�tal 
losses. group net cap�tal losses must be ut�l�sed before 
concess�onal net cap�tal losses.

show at H  the amount of concess�onal net cap�tal losses 
ut�l�sed.

Other transferred
show at I  the amount of other transferred net cap�tal 
losses ut�l�sed. other transferred net cap�tal losses are 
net cap�tal losses that have been made outs�de the 
consol�dated group and transferred �nto the group from 
an ent�ty when �t jo�ned the group. transferred net cap�tal 
losses ut�l�sed on a concess�onal bas�s are to be shown  
at H .

Total
show at j  the total of net cap�tal losses ut�l�sed at G  to I .

ExAMPLE 9

CCC consol�dated group comes �nto ex�stence on 1 July 
2003. on that date, net cap�tal losses of $1,400 are 
transferred to the head company from jo�n�ng ent�t�es 
wh�ch sat�sfy the cont�nu�ty of ownersh�p and control 
transfer tests. no other losses are transferred to the head 
company. CCC group determ�nes that $1,100 of the net 
cap�tal losses transferred sat�sfy the cond�t�ons for use of 
the concess�onal method and the head company makes 
a cho�ce to apply th�s method for all the el�g�ble losses. 
the balance of the losses transferred ($300) �s to be 
ut�l�sed apply�ng the ava�lable fract�on method.
net cap�tal losses of $300 apply�ng the concess�onal 
method were carr�ed forward to the 2006–07 �ncome 
year because there were �nsuff�c�ent cap�tal ga�ns to fully 
ut�l�se those losses �n the 2005–06 �ncome year (the 
th�rd �ncome year end�ng after the �n�t�al transfer t�me). 
net cap�tal losses of $150 apply�ng the ava�lable fract�on 
method were carr�ed forward to the 2006–07 �ncome 
year.
For the 2006–07 �ncome year, CCC group has cap�tal 
ga�ns of $2,100 and no cap�tal losses. the head 
company sat�sf�es the relevant tests �n respect of all the 
transferred net cap�tal losses. CCC group has calculated 
that �t �s able to use $50 of the transferred net cap�tal 
losses apply�ng the ava�lable fract�on method.

For the 2006–07 �ncome year, CCC group determ�nes �ts 
net cap�tal ga�n as follows:

Capital	gains $ Losses	applied $

Cap�tal ga�ns 2,100 Concess�onal 
net cap�tal 
losses

300

transferred net 
cap�tal losses 

50

total 2,100 total 350

CCC group’s net cap�tal ga�n �s $1,750  
(that �s, $2,100 – $350).

n	net cap�tal losses transferred of $300 can be ut�l�sed 
apply�ng the concess�onal method.

n	there are no net cap�tal losses apply�ng the 
concess�onal method to be carr�ed forward to the 
2007–08 �ncome year. net cap�tal losses of $100 
($150 – $50) apply�ng the ava�lable fract�on method can 
be carr�ed forward to the 2007–08 �ncome year.

For the 2006–07 �ncome year, the head company 
completes part a, �tem 8 on the schedule as follows:

Ggroup .00, , ,

H

Iother transferred

Concess�onal 0 .003 0, , ,

0 .005, , ,

jTotal 0 .003 5, , ,
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9 TRANSFERRED NET CAPITAL LOSSES 
UTILISED

 note
n	do not �nclude transferred net cap�tal losses ut�l�sed 

�n accordance w�th the concess�onal method (wh�ch 
effect�vely allows the head company to ut�l�se net 
cap�tal losses over three years where certa�n cond�t�ons 
are met).

n	do not �nclude group net cap�tal losses – losses 
generated by a consol�dated group – ut�l�sed at �tem 9.

n	do not �nclude transferred tax losses, fore�gn source 
losses or f�lm losses ut�l�sed at �tem 9.

n	show transferred tax losses ut�l�sed at �tem 4, and 
fore�gn source losses at part e, foreign	source	losses 
(see page 30).

n	net cap�tal loss has the mean�ng g�ven by sect�ons 
102-10 and 165-114 of the itaa 1997.

n	 if donated net cap�tal losses have been ut�l�sed, see the 
note Donated	net	capital	losses on page 20.

th�s �tem requ�res �nformat�on on the amount of transferred 
net cap�tal losses ut�l�sed. a head company ut�l�ses a net 
cap�tal loss to the extent that �t �s appl�ed to reduce an 
amount of the head company’s cap�tal ga�ns.

show at A , D , G , j , M  and P , as requ�red, the tFns 
of those jo�n�ng ent�t�es that had net cap�tal losses from 
the�r loss bundles ut�l�sed apply�ng the ava�lable fract�on 
method. a bundle of losses cons�sts of all the losses of a 
jo�n�ng ent�ty that are transferred to the head company at 
the same t�me.

if net cap�tal losses have been ut�l�sed �n respect of s�x 
or fewer loss bundles, complete the number of labels 
requ�red. if net cap�tal losses have been ut�l�sed �n respect 
of more than s�x loss bundles, show the jo�n�ng ent�ty tFns 
for those loss bundles that had the s�x largest amounts of 
net cap�tal losses ut�l�sed.

show at B , E , H , k , N  and q , as requ�red, the 
correspond�ng ava�lable fract�ons calculated for the loss 
bundles for jo�n�ng ent�t�es whose tFns are recorded at 
A , D , G , j , M  and P , respect�vely. however, �f net 
cap�tal losses �n a loss bundle are ut�l�sed w�th d�fferent 
ava�lable fract�ons (because losses have been ‘donated’ to 
other loss bundles), each of the amounts ut�l�sed �s to be 
cons�dered separately (see the note Donated	net	capital	
losses �n the next column). 

Complete each ava�lable fract�on to three dec�mal places 
(for example, 0.475, 0.520, 0.700). however, where 
round�ng to three dec�mal places would result �n an 
ava�lable fract�on of n�l, consol�dated groups are perm�tted 
to round the ava�lable fract�on to the f�rst non-zero d�g�t. 
see subsect�on 707-320(4) of the itaa 1997. Where 
the ava�lable fract�on �s less than 0.0005, the amount of 
0.000 should be recorded at the relevant label; where 
the ava�lable fract�on �s greater than 0.0005 but less than 
0.001, the amount recorded on the schedule should be 
rounded up to 0.001

Where losses are transferred for the f�rst t�me, the ava�lable 
fract�on �s calculated l�ke th�s:

mod�f�ed market value of the jo�n�ng loss ent�ty at the �n�t�al transfer t�me 
adjusted market value of the head company at the �n�t�al transfer t�me

For deta�ls of how the mod�f�ed market value of the jo�n�ng 
loss ent�ty and adjusted market value of the head company 
are determ�ned, see 8	Net	capital	losses	utilised �n part a 
on page 15.

Calculate ava�lable fract�ons and then adjust them to 
three dec�mal places. round up the th�rd dec�mal place 
�f the fourth dec�mal place �s 5 or more. if round�ng to 
the th�rd dec�mal place results �n an ava�lable fract�on of 
n�l, then round the ava�lable fract�on to the f�rst non-zero 
d�g�t. see subsect�on 707-320(4) of the itaa 1997. Where 
the ava�lable fract�on �s less than 0.0005, the amount of 
0.000 should be recorded at the relevant label; where 
the ava�lable fract�on �s greater than 0.0005 but less than 
0.001, the amount recorded on the schedule should be 
rounded up to 0.001.

Where an ava�lable fract�on has been adjusted as a result 
of certa�n events – for example, a new member jo�ned the 
group and transferred a loss bundle – show the adjusted 
ava�lable fract�on appl�cable at the end of the year of 
�ncome.

an ava�lable fract�on cannot be a negat�ve amount or 
greater than one. if the sum of the group’s ava�lable 
fract�ons would total more than one, each ava�lable fract�on 
�s proport�onally reduced. see subsect�on 707-320(2) of the 
itaa 1997.

the ava�lable fract�on for a bundle �s adjusted or ma�nta�ned 
when one of f�ve adjustment events l�sted �n the table �n 
sect�on 707-320(2) of the itaa 1997 occurs.

For more �nformat�on regard�ng the calculat�on of the 
ava�lable fract�on, see 8	Net	capital	losses	utilised �n 
part a on page 15.

Where the ava�lable fract�on of a loss bundle has been 
�ncreased as a result of one company – the value donor 
– donat�ng value to a loss company, show the �ncreased 
ava�lable fract�on.

For more �nformat�on on the value donor concess�on, see 
8	Net	capital	losses	utilised �n part a on page 15.

show at C , F , I , L , O  and R , as requ�red, the 
correspond�ng amount of transferred net cap�tal losses 
ut�l�sed from loss bundles of jo�n�ng ent�t�es whose tFns 
are recorded at A , D , G , j , M  and P  respect�vely.

if net cap�tal losses have been ut�l�sed from more than s�x 
loss bundles, show the s�x largest amounts ut�l�sed.
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 donated net Capital losses
n	 if one company – the value/loss donor – has donated 

some of �ts net cap�tal losses to another loss company 
– the real loss-maker – so that they can be used by the 
group �n accordance w�th the real loss-maker’s ava�lable 
fract�on, do not �nclude the amount of donated net 
cap�tal losses �n the amounts shown for real loss-makers 
at any of C , F , I , L , O  and R  as requ�red.

n	show donated net cap�tal losses ut�l�sed w�th the tFn of 
the value/loss donor company, not the real loss-maker. 
the ava�lable fract�on recorded for the value/loss donor 
�n respect of net cap�tal losses donated �s the ava�lable 
fract�on of the real loss-maker company, not the value/
loss donor’s ava�lable fract�on.

n	 if a value/loss donor company has both donated net 
cap�tal losses ut�l�sed and non-transferable net cap�tal 
losses ut�l�sed, mult�ple entr�es are requ�red for the 
value/loss donor company. show the donated net cap�tal 
losses ut�l�sed w�th the ava�lable fract�on of the real 
loss-maker. show the non-transferable net cap�tal losses 
ut�l�sed w�th the ava�lable fract�on of the value/loss donor.

For more �nformat�on about donat�ng losses, see 
Increasing	the	available	fraction	–	value	donor	
concession on page 17.

ExAMPLE 10

a wholly owned group cons�sts of a head company, 
h Co, and two subs�d�ary compan�es – X Co and Y Co. 
the group consol�dates on 1 July 2003. 
net cap�tal losses were transferred from X Co and Y Co 
to h Co at the t�me the group formed on 1 July 2003.
it was determ�ned that the cond�t�ons for the value donor 
concess�on were sat�sf�ed. Mod�f�ed market value has 
been donated to X Co from both h Co and Y Co. the 
ava�lable fract�ons that were worked out, after apply�ng 
the value donor concess�on, are:

X Y

0.900 0.100

deta�ls of subs�d�ary losses carr�ed forward and compan�es 
to wh�ch they could have been transferred (assum�ng 
subd�v�s�ons 170-a and 170-B of the itaa 1997 have not 
been amended to prov�de only for transfers �nvolv�ng an 
austral�an branch of a fore�gn bank) are as follows:

Transferor		
TfN

Net	capital	
loss	

carried	
forward	to	
2006–07

Transferable	to:

Co h		
Co

X		
Co

Y	
Co

X Co 222 222 222 1,200 3 3

Y Co 333 333 333 500

300

3

X

3

X

it was also determ�ned that Y Co sat�sf�ed the loss donor 
cond�t�ons and �ts transferable net cap�tal loss was 
donated to X Co to be used �n accordance w�th X Co’s 
�ncreased ava�lable fract�on. $500 of th�s loss was carr�ed 
forward to the 2006–07 �ncome year. 

For the 2006–07 �ncome year, the consol�dated group 
has cap�tal ga�ns of $2,000. the ava�lable fract�on 
amount for each bundle �s as follows:

Loss	
bundle

Income	
amount		
	
	
										$

Multiplied	
by	available	
fraction

available	
fraction	
amount	for	
bundle		
									($)

X Co 2,000 0.900 1,800

Y Co 2,000 0.100 200

the consol�dated group can therefore ut�l�se all of the 
net cap�tal losses �n X Co’s bundle ($1,200) and can also 
ut�l�se all of Y Co’s transferable net cap�tal loss ($500) 
because �t �s used �n accordance w�th X Co’s �ncreased 
ava�lable fract�on.
Y Co’s non-transferable net cap�tal loss ($300) can only 
be ut�l�sed to the extent of $200. the rema�n�ng $100 of 
th�s loss w�ll be carr�ed forward to 2007–08 �ncome year.
the head company completes part a, �tem 9 on the 
schedule as follows:

C

ava�lable fract�ontransferor tFn

A

D

G

j

M

P

3 3 3 3 3 3333

3 3 3 3 3 3333

2 2 2 2 2 2222 B

E

H

k

N

q

0 001

0 009

0 009

.

.

.

.

.

.

F

I

L

O

R .00,

.00,

.00,

0 .002 0,

0 .005 0,

0 .001 2 0,
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ExAMPLE 11

a consol�dated group determ�nes the follow�ng amounts 
of net cap�tal losses ut�l�sed from e�ght loss bundles for 
the 2006–07 �ncome year:

Co Transferor	TfN available	
fraction	

Net	capital	
losses	utilised	

$

a 111 111 111 0.129 2,390

B 222 222 222 0.011 33

C 333 333 333 0.324 3,950

D 444 444 444 0.175 4,655

e 555 555 555 0.000 1,920

f 666 666 666 0.157 3,515

g 777 777 777 0.083 1,250

h 888 888 888 0.108 4,975

C Co and e Co have sat�sf�ed the value donor and loss 
donor cond�t�ons. e Co has donated �ts ent�re mod�f�ed 
market value to C Co and also donated transferable 
losses to C Co, the real loss-maker. C Co’s �ncreased 
ava�lable fract�on �s 0.324 and e Co’s reduced ava�lable 
fract�on �s 0.000.

the head company completes part a, �tem 9 on the 
schedule as follows:

C

ava�lable fract�ontransferor tFn

A

D

G

j

M

P 8 8 8 8 8 8888

6 6 6 6 6 6666

5 5 5 5 5 5555

4 4 4 4 4 4444

3 3 3 3 3 3333

1 1 1 1 1 1111 B

E

H

k

N

q 0 801

0 751

0 423

0 571

0 423

0 921

.

.

.

.

.

.

F

I

L

O

R 5 .004 9 7,

5 .003 5 1,

0 .001 9 2,

5 .004 6 5,

0 .003 9 5,

0 .002 3 9,

informat�on has been recorded for the loss bundles that 
had the s�x largest amounts of net cap�tal losses ut�l�sed.

e Co’s donated net cap�tal losses are shown aga�nst 
its tFn, not the tFn of the real loss-maker, C Co. the 
ava�lable fract�on recorded for the value/loss donor, e Co, 
�n respect of net cap�tal losses donated �s the �ncreased 
ava�lable fract�on of the real loss-maker company, C Co, 
not e Co’s reduced ava�lable fract�on of n�l.

10 NET CAPITAL LOSSES CARRIED FORWARD 
TO LATER INCOME yEARS

 note
n	do not �nclude tax losses, f�lm losses or fore�gn source 

losses carr�ed forward to later �ncome years at �tem 10.
n	show tax losses carr�ed forward to later �ncome years 

at �tem 5, and fore�gn source losses at part e, foreign	
source	losses (see page 30).

n	net cap�tal loss has the mean�ng g�ven by sect�ons 
102-10 and 165-114 of the itaa 1997.

n	the head company must keep a record of �ts net 
cap�tal losses and account for any adjustments 
�nclud�ng those made by the tax off�ce. these records 
must be reta�ned for f�ve years after a Cgt event has 
occurred or the losses recouped, wh�chever �s the later.

n	 if requ�red, the head company must be able to 
demonstrate not only the balance of any net cap�tal 
losses be�ng ut�l�sed or carr�ed forward, but also how 
those net cap�tal losses arose.

Group
show at S  the amount of group net cap�tal losses carr�ed 
forward to later �ncome years under sect�on 102-15 of the 
itaa 1997. group net cap�tal losses are those net cap�tal 
losses that have been generated by the consol�dated 
group.

show transferred net cap�tal losses carr�ed forward to later 
�ncome years at e�ther T  or U  as appropr�ate.

Concessional
show at T  the amount of concess�onal net cap�tal losses 
carr�ed forward to later �ncome years under sect�on 102-15 
of the itaa 1997. Concess�onal net cap�tal losses are net 
cap�tal losses that meet certa�n cond�t�ons and may be 
ut�l�sed by the head company over a m�n�mum of three 
years, subject to the general loss recoupment tests as 
mod�f�ed.

For more �nformat�on, see 8	Net	capital	losses	utilised �n 
part a on page 15.

if the head company w�shes to use the concess�onal 
method �t must choose to do so by the later of e�ther:
n	 the day �t lodges �ts �ncome tax return for the �ncome 

year �n wh�ch �t could f�rst use any of �ts transferred 
losses, or 

n	31 december 2005. 

the cho�ce, �f made, must be for all el�g�ble losses �n a 
part�cular bundle.

Where a head company has not made a cho�ce whether 
to use the concess�onal method �n respect of transferred 
losses meet�ng the relevant cond�t�ons, show the amount of 
these losses carr�ed forward to later �ncome years at U .
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Other transferred
show at U  the amount of other transferred net cap�tal 
losses carr�ed forward to later �ncome years under sect�on 
102-15 of the itaa 1997. other transferred net cap�tal 
losses are net cap�tal losses that have been made outs�de 
the consol�dated group and transferred �nto the group from 
an ent�ty when �t jo�ned the group. Where a cho�ce has 
been made to use the concess�onal method �n respect 
of el�g�ble transferred losses, show the amount of these 
losses at T .

Total
show at V  the total of net cap�tal losses carr�ed forward to 
later �ncome years at S  to U .

transfer the amount at V  to the correspond�ng label on your tax return.

ExAMPLE 12

XYZ consol�dated group comes �nto ex�stence on 1 July 
2003. on that date, net cap�tal losses of $2,100 are 
transferred to the head company from jo�n�ng ent�t�es 
wh�ch sat�sfy the cont�nu�ty of ownersh�p and control 
transfer tests. no other losses are transferred to the head 
company. XYZ group determ�nes that $1,200 of the net 
cap�tal losses transferred sat�sfy the cond�t�ons for use of 
the concess�onal method and the head company makes 
a cho�ce to apply th�s method for all the el�g�ble losses. 
the balance of the losses transferred ($900) �s to be 
ut�l�sed apply�ng the ava�lable fract�on method.

up to the 2005–06 �ncome year, the head company of 
the XYZ group ut�l�sed $800 of the transferred net cap�tal 
losses us�ng the concess�onal method and $700 of the 
transferred tax losses apply�ng the ava�lable fract�on 
method.

the head company of the XYZ group makes a group net 
cap�tal loss of $200 �n the 2005–06 �ncome year and a 
group net cap�tal loss of $300 �n the 2006–07 �ncome 
year and �s not able to ut�l�se any of the transferred net 
cap�tal losses �n those two years.

the head company completes part a, �tem 10 on the 
schedule as follows:

Sgroup 0 .005 0, , ,

T

Uother transferred

Concess�onal 0 .004 0, , ,

0 .002 0, , ,

VTotal 0 .001 1 0, , ,

11 IF yOU COMPLETED ITEM 4 OR ITEM 9 IN 
PART A, WERE THE APPORTIONMENT RULES 
APPLIED?
if transferred tax losses or transferred net cap�tal losses 
have been ut�l�sed from any loss bundle apply�ng the 
ava�lable fract�on method, you must complete th�s �tem.

the use of transferred losses �s apport�oned �f the�r 
ava�lable fract�on appl�ed for only part of the �ncome year 
or when the ava�lable fract�on changes dur�ng the �ncome 
year. apport�onment appl�es �f:
n	 losses �n a bundle are transferred to the head company 

by a subs�d�ary member that �s jo�n�ng part way through 
the head company’s �ncome year, or

n	ava�lable fract�ons are adjusted dur�ng the �ncome 
year. adjustments to ava�lable fract�ons are requ�red 
�f add�t�onal loss bundles are transferred to the head 
company at a later t�me or because there has been a 
cap�tal �nject�on or a non-arm’s length transact�on. see 
subsect�on 707-320(2) of the itaa 1997. in these cases, 
ava�lable fract�ons w�ll have d�fferent numer�cal values for 
d�fferent per�ods of the �ncome year. 

apport�onment �n the f�rst case ensures that a subs�d�ary’s 
losses are only offset aga�nst �ncome generated by the 
group after the subs�d�ary becomes a member.

apport�onment �n the second case ensures that an 
adjusted ava�lable fract�on that �s less than the prev�ous 
fract�on only appl�es from the date of the event that 
tr�ggered the adjustment.

note that �f a consol�dated group �s formed part way 
through the head company’s �ncome year, the head 
company’s use of �ts own pr�or year losses (transferred 
to �tself under subd�v�s�on 707-a of the itaa 1997 on 
consol�dat�on) w�ll be unrestr�cted �n respect of �ncome 
broadly attr�butable to the pre-consol�dat�on per�od. th�s 
�s ach�eved by treat�ng the losses actually �ncurred by the 
head company, wh�ch are subsequently transferred to �tself 
at consol�dat�on, as be�ng �n a bundle w�th an ava�lable 
fract�on of one for the part of the head company’s �ncome 
year wh�ch �s pr�or to the format�on of the consol�dated 
group.

see sect�on 707-335 of the itaa 1997.

pr�nt X �n the appropr�ate box at W .
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ExAMPLE 13

applying	the	available	fraction	using	the	three-step	
process

XYZ consol�dated group �s work�ng out the group’s 
taxable �ncome for the 2006–07 �ncome year.

For the �ncome year, the group has cap�tal ga�ns of $900 
and cap�tal losses of $200.

the group’s only other assessable �ncome �s $9,000. 
deduct�ons relat�ng to that �ncome are $990. the group 
has a tax loss carr�ed forward from the prev�ous �ncome 
year of $60.

the group’s rema�n�ng transferred losses at that t�me, 
and the�r ava�lable fract�ons, are set out �n the table 
below.

the cont�nu�ty of ownersh�p and control tests or same 
bus�ness tests are passed �n respect of the recoupment 
of all these losses.

Loss	
bundle

available	
fraction

Unused	transferred	losses

Bundle 1 0.146 $50 net cap�tal losses

$3,000 tax losses (not f�lm)

Bundle 2 0.214 $100 net cap�tal losses

$5,000 tax losses (not f�lm)

Step	1: Work out the categor�es of group �ncome or 
ga�ns.

Income		
or		

gains

amount		
excluding		

group		
losses		

	
	

$

Less:		
Other	

allowable	
deductions	

and	
reductions		

($)

Less:		
group	and	

concessional	
losses	of	
that	sort		

	
($)

Column	
5	Income	
and	gains	

available	for	
the	bundle	

h	Co	
$

Cap�tal 
ga�ns

 
900

 
200

 
0

 
700

other 
assessable 
�ncome

 
9,000

 
990

 
60

 
7,950

Step	2: Calculate the fract�on of the �ncome and ga�n that 
�s attr�butable to each bundle.

Column	1	
Income	or	

gains

Loss	
bundle

Column	5	
amount		

	
	
$

Multiplied	
by	

available	
fraction

available	
fraction	

amount	for	
bundle		

$

Cap�tal 
ga�ns

Bundle 1

Bundle 2

700

700

0.146

0.214

102

150

other 
assessable 
�ncome

Bundle 1

Bundle 2

7,950

7,950

0.146

0.214

1,161

1,701

Step	3(a): Work out a not�onal taxable �ncome for bundle 1.

as a result of step 2, �t �s assumed that XYZ group’s only 
cap�tal ga�n �s $102. on the bas�s of that assumpt�on, 
the whole of the $50 net cap�tal loss from bundle 1 can 
be used. th�s results �n a (not�onal) net cap�tal ga�n for 
bundle 1 of $52 ($102 – $50).

not�onal taxable �ncome for bundle 1:

assessable	income $ Deductions $

net cap�tal ga�n

other assessable 
�ncome

52

1,161

tax losses 
(bundle 1)

1,213

total 1,213 total 1,213

therefore, XYZ group �s able to use $1,213 of �ts tax 
losses from bundle 1.

Step	3(b): Work out a not�onal taxable �ncome for bundle 2.

as a result of step 2, �t �s assumed that XYZ group’s only 
cap�tal ga�n �s $150. on the bas�s of that assumpt�on, 
the whole of the $100 net cap�tal loss from bundle 2 can 
be used. th�s results �n a (not�onal) net cap�tal ga�n for 
bundle 2 of $50 ($150 – $100).

not�onal taxable �ncome for bundle 2:

assessable	income $ Deductions $

net cap�tal ga�n

other assessable 
�ncome

50

1,701

tax losses  
(bundle 2)

1,751

total 1,751 total 1,751

therefore, XYZ group �s able to use $1,751 of �ts tax 
losses from bundle 2.

Determine	XYZ	group’s	actual	taxable	income	or	gain.

F�rst, work out XYZ group’s net cap�tal ga�n.

Capital	gains $ Capital	losses $

Cap�tal ga�n 900 group cap�tal losses 200

net cap�tal losses:

(bundle 1) 50

(bundle 2) 100

total 900 total 350

XYZ group’s net cap�tal ga�n �s $550 ($900 – $350).

assessable	income $ Deductions	 $

net cap�tal ga�n 550 deduct�ons 990

other assessable 
�ncome

9,000 group loss 60

tax losses:

(bundle 1) 1,213

(bundle 2) 1,751

total 9,550 total 4,014

XYZ group’s taxable �ncome �s $5,536 ($9,550 – $4,014).
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ExAMPLE 14

Value donor and loss donor rules (not 
applicable to consolidated groups that came 
into existence on or after 1 july 2004)
a wholly owned group cons�sts of a head company, h Co 
and three subs�d�ary compan�es – a Co, B Co and C Co.

B Co �s a subs�d�ary of a Co but �s not a subs�d�ary of 
C Co. the group consol�dates on 1 July 2003. on that 
date, the adjusted market value of the group �s $10,000. 
no transferred losses were ut�l�sed by h Co up to the 
2005–06 �ncome year.

deta�ls of mod�f�ed market value, subs�d�ary losses and 
compan�es to wh�ch they could be transferred (assum�ng 
subd�v�s�ons 170-a and 170-B of the itaa 1997 had 
not been amended to prov�de only for transfers �nvolv�ng 
an austral�an branch of a fore�gn bank), at the t�me the 
group formed, are as follows:

Co Modified		
market		
value	

Tax	loss Net	
capital	

loss

Transferable	to

$ Year $ Year $ h		
Co

a	
Co

B	
Co

C	
Co

h 4,000

a 3,000 2002 400 √ √ √

B 500 2000 200 X √ X

C 2,500 2001 80 X X X

2002 100 √ √ √

in the absence of the value donor concess�on, the 
group’s ava�lable fract�ons would be:

a B C Total

0.300 0.050 0.250 0.600

a Co and C Co each have a loss that �s transferable to 
all other group members. B Co has a loss that �s only 
transferable to a Co.

Wh�le there are var�ous opt�ons for donat�ng mod�f�ed 
market value and losses, �t �s assumed, �n th�s example, 
that mod�f�ed market value and losses are to be donated 
to a Co. h Co �s requ�red to make these cho�ces by the 
later of e�ther:
n	 the day on wh�ch �t lodges �ts �ncome tax return for 

the f�rst �ncome year �n wh�ch �t ut�l�ses, apply�ng the 
ava�lable fract�on method, losses that were transferred 
to �t under subd�v�s�on 707-a of the itaa 1997, or 

n	31 december 2005.

see subsect�ons 707-325(5) and 707-327(5) of the 
Income Tax (Transitional Provisions) Act 1997.

Donating	modified	market	value	and	losses	to	a	Co
n	h Co: mod�f�ed market value can be added to a Co’s 

mod�f�ed market value.
n	C Co: mod�f�ed market value can also be added to a 

Co’s mod�f�ed market value. assume only 60% of C 
Co’s value �s added. note that some value �s to rema�n 
w�th C Co wh�ch has a non-transferable loss. C Co’s 
2002 loss �s taken as �f �t has been moved to a Co’s 
bundle for the purposes of ut�l�s�ng the loss.

n	B Co: could move mod�f�ed market value to a Co, but 
cannot donate �ts loss to a Co because B Co’s loss �s 
not transferable to C Co – one of a Co’s other value 
donors. therefore, �t �s determ�ned that B Co w�ll reta�n 
�ts mod�f�ed market value and loss.

a Co rece�ves 100% of h Co’s mod�f�ed market value and 
60% of C Co’s mod�f�ed market value. a Co’s ava�lable 
fract�on �s worked out as:

[$3,000 + $4,000 + (60% x $2,500)] ÷ $10,000 = 0.850

C Co’s ava�lable fract�on �s worked out as:

($2,500 – $1,500) ÷ $10,000 = 0.100

B Co’s ava�lable fract�on �s 0.050.

therefore, the group’s ava�lable fract�ons and the losses 
to wh�ch they apply are:

Co available	
fraction

Tax	loss Net	capital	
loss Comments

Year $ Year $

a 0.850 2002 400

2002 100 From C Co’s bundle

B 0.050 2000 200

C 0.100 2001 80
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page 3 oF the sChedule

PART B CANCELLATION OF TRANSFER OF 
LOSSES

1 HAS THE HEAD COMPANy CANCELLED 
THE TRANSFER OF A LOSS?
a head company can make a cho�ce to cancel the transfer 
of a loss of a jo�n�ng ent�ty. if the cho�ce �s made, the loss 
cannot be used by any ent�ty for an �ncome year end�ng 
after the jo�n�ng t�me. see sect�ons 707-145 and 707-150 
of the itaa 1997.

pr�nt X �n the appropr�ate box at A .

if the answer �s yes, complete �tem 2.

if the answer �s no, pr�nt N. do not complete �tem 2. go to 
part C, Ownership	test	and	same	business	test.

2 DETAILS OF CANCELLATION OF TRANSFER 
OF LOSSES
show at B , D , F  and H  the tFns of those jo�n�ng 
ent�t�es where there has been a cancellat�on of the 
transfer of one or more losses dur�ng the �ncome year. 
if the cancellat�on of the transfer of a loss has occurred 
�n respect of four or fewer jo�n�ng ent�t�es, complete the 
number of labels requ�red. if the cancellat�on of the transfer 
of a loss has occurred �n respect of more than four jo�n�ng 
ent�t�es, show the tFns for those jo�n�ng ent�t�es for wh�ch 
there was the cancellat�on of the transfer of the four largest 
total amount of losses.

show at C , E , G  and I , as requ�red, the total amount 
of the cancellat�on of the transfer of one or more losses for 
jo�n�ng ent�t�es whose tFns are recorded at B , D , F  and 
H  respect�vely.

ExAMPLE 15

a consol�dated group comes �nto ex�stence on 1 July 
2006. For the 2006–07 �ncome year, the head company 
cancelled the transfer of one or more losses of s�x jo�n�ng 
ent�t�es as follows:

	
	
	

TfN

amount	of	cancellation	of	transfer	
of	loss	($)

	
	
	

TotalTax film Net	
capital

foreign

111 111 111 100 180 280

222 222 222 230 230

333 333 333 250 250

444 444 444 80 220 300

555 555 555 110 110

666 666 666 320 320

the head company completes part B, �tem 2 on the 
schedule as follows:

Jo�n�ng ent�ty tFn

B 1 1 1 1 1 1111 C

D

F 4 4 4 4 4 4444

3 3 3 3 3 3333 E

G 0 .003 0,

0 .002 5,

0 .002 8,

H 6 6 6 6 6 6666 I 0 .003 2,

tFns and correspond�ng amounts have been recorded for 
those jo�n�ng ent�t�es for wh�ch there was the cancellat�on 
of the transfer of the four largest total amount of losses.
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PART C OWNERSHIP TEST AND SAME 
BUSINESS TEST

1 FOR EACH jOINING COMPANy THAT 
TRANSFERRED A SAME BUSINESS TEST TAx 
LOSS OR SAME BUSINESS TEST NET CAPITAL 
LOSS TO THE HEAD COMPANy, DETERMINE 
THE yEAR OF INCOME IN WHICH THE jOINING 
COMPANy FIRST FAILED THE CONTINUITy OF 
OWNERSHIP OR CONTROL TESTS.

 note
n	do not �nclude transferred f�lm losses or fore�gn source 

losses at �tem 1.
n	do not �nclude losses transferred by a jo�n�ng company 

wh�ch sat�sf�ed the cont�nu�ty of ownersh�p and control 
transfer tests at �tem 1.

n	do not �nclude losses transferred by a jo�n�ng trust at 
�tem 1.

the a�m of �tem 1 �s to f�nd out (�n respect of compan�es 
wh�ch transferred losses to a head company of a 
consol�dated group because a same bus�ness transfer test 
was sat�sf�ed):
n	 the per�od of t�me between the year of fa�lure of the 

cont�nu�ty of ownersh�p or control transfer tests and the 
tr�al year, and

n	 the losses that fa�led the cont�nu�ty of ownersh�p or 
control tests at the jo�n�ng t�me and �n the tr�al year.

When a company jo�ns a consol�dated group any unused 
carry forward losses are transferred to the head company 
�f the losses could have been ut�l�sed by the jo�n�ng ent�ty, 
assum�ng suff�c�ent �ncome or ga�ns �n the ‘tr�al year’,  
wh�ch generally beg�ns 12 months before jo�n�ng the 
consol�dated group and ends �mmed�ately after the jo�n�ng 
t�me. in certa�n c�rcumstances, the tr�al year may be a 
shorter per�od than 12 months. see subsect�on 707-120(2) 
of the itaa 1997.

Whether the losses could have been ut�l�sed by the 
jo�n�ng company �n the tr�al year �s determ�ned by apply�ng 
mod�f�ed vers�ons of the usual tests for deduct�ng tax 
losses and apply�ng net cap�tal losses. a jo�n�ng company 
w�th a carry forward tax loss or net cap�tal loss w�ll need to 
sat�sfy a same bus�ness test unless the company sat�sf�es 
the follow�ng cont�nu�ty of ownersh�p test cond�t�ons (and 
the control test):
n	there must be persons who benef�c�ally owned (between 

them) shares carry�ng (between them) the r�ght to 
exerc�se more than 50% of the vot�ng power �n the 
company, and r�ghts to rece�ve more than 50% of the 
company’s d�v�dends and r�ghts to rece�ve more than 
50% of the company’s cap�tal d�str�but�ons at all t�mes 
dur�ng the ownersh�p test per�od. see sect�ons 165-150 
to 165-160 of the itaa 1997.

n	 it �s reasonable to assume that there are persons (none 
of them compan�es or trustees) who between them have 
benef�c�al �nterests (d�rectly, or �nd�rectly through one 

or more �nterposed ent�t�es) �n shares �n the company 
carry�ng (between them) a major�ty of the vot�ng power, 
and r�ghts to d�v�dend and cap�tal d�str�but�ons at all t�mes 
dur�ng the ownersh�p test per�od. see sect�ons 165-150 
to 165-160 of the itaa 1997.

n	Where tax losses are cla�med �n an �ncome year end�ng 
after 21 september 1999, the company must meet the 
‘same share and �nterest’ requ�rement, except where 
the ‘sav�ng’ rule appl�es. see sect�on 165-165 and 
subsect�on 165-12(7) of the itaa 1997.

n	a mod�f�ed vers�on of the above rules can apply to w�dely 
held compan�es and el�g�ble d�v�s�on 166 compan�es. see 
d�v�s�on 166 of the itaa 1997.

ant�-avo�dance prov�s�ons are at subd�v�s�ons 175-a and 
175-B of the itaa 1997.

Same business test losses – companies only
the follow�ng table shows how the same bus�ness test 
appl�es for compan�es jo�n�ng a consol�dated group.

see subsect�ons 707-120(1) and (3) and subsect�ons 
707-125(1) to (3) of the itaa 1997.

Same business transfer tests for companies
In	these	
circumstances:

Test	the	joining	entity’s	business	at	
these	points:

1. the jo�n�ng 
ent�ty made 
the loss for an 
�ncome year 
start�ng after 
30 June 1999.

n	 just before the end of the �ncome 
year �n wh�ch the loss was made 

n	 the year of ownersh�p change �f 
that year started before the tr�al 
year, and 

n	 the tr�al year. 
Note: 
Compan�es whose total �ncome 
for an �ncome year �s more than 
$100 m�ll�on cannot sat�sfy the 
same bus�ness test for the same 
bus�ness test per�od. th�s appl�es 
to tax losses �ncurred, and net 
cap�tal losses made, �n �ncome 
years commenc�ng on or after 1 July 
2005.

2. the jo�n�ng 
ent�ty made 
the loss for an 
�ncome year 
start�ng before 
1 July 1999.

n	 just before the ownersh�p or 
control tests were f�rst fa�led or, �f 
the company �s unable to po�nt to 
the actual t�me the ownersh�p test 
was fa�led, just before the relevant 
default test t�me shown w�th�n 
the table to sect�on 165-13 of the 
itaa 1997, and

n	 the tr�al year.

the government has announced that the $100 m�ll�on 
�ncome cap on the same bus�ness test w�ll be removed 
w�th effect from 1 July 2005. see What’s	new for more 
�nformat�on. 

the year of ownersh�p change �s the �ncome year �n wh�ch 
the jo�n�ng ent�ty f�rst fa�ls the ownersh�p or control tests or, 
where the company �s unable to po�nt to the actual t�me the 
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ownersh�p test was fa�led, the �ncome year that �ncluded 
the relevant default test t�me shown w�th�n the table to 
subsect�on 165-13(2) of the itaa 1997.

Where a loss �s transferred as a result of sat�sfy�ng the 
same bus�ness test, �t may only be transferred aga�n �f – �n 
add�t�on to sat�sfy�ng the usual transfer tests – the ent�ty 
transferr�ng the loss carr�ed on the same bus�ness at these 
t�mes:
n	 just before the end of the �ncome year �n wh�ch the loss 

was prev�ously transferred to �t, and
n	dur�ng the tr�al year.

see subsect�on 707-135(2) of the itaa 1997.

under the same bus�ness test the company must carry 
on the same bus�ness at all the t�mes �nd�cated �n the 
preced�ng table – that �s, throughout the tr�al year and year 
of ownersh�p change (�f appl�cable) and the other relevant 
t�me. the test �s not sat�sf�ed �f at any t�me the company 
d�d not carry on the same bus�ness as �t d�d at another 
requ�red t�me or �t der�ves assessable �ncome from:
n	a bus�ness of a k�nd that �t d�d not carry on before the 

relevant t�me, or
n	a transact�on of a k�nd that �t d�d not enter �nto �n the 

course of �ts bus�ness operat�ons before the relevant 
t�me.

‘same’ means ‘�dent�cal’ and not merely ‘s�m�lar’. the 
term ‘same bus�ness’ �s to be read as referr�ng to the 
same bus�ness, �n the sense of the �dent�cal bus�ness. 
however, the term does not mean �dent�cal �n all respects. 
a company may expand or contract �ts act�v�t�es w�thout 
necessar�ly ceas�ng to carry on the same bus�ness. the 
organ�c growth of a bus�ness does not necessar�ly cause 
the bus�ness to fa�l the same bus�ness test prov�ded the 
bus�ness reta�ns �ts �dent�ty. however, �f through a process 
of evolut�on a bus�ness changes �ts essent�al character, the 
ent�ty would fa�l the test. appl�cat�on of the same bus�ness 
test �s a quest�on of fact and �s usually determ�ned by a 
process of we�gh�ng up var�ous relevant factors.

For more �nformat�on, see sect�ons 165-13 and 165 210 
of the itaa 1997, taxat�on rul�ng tr 1999/9 and draft 
taxat�on rul�ng tr 2006 d/4.

year ownership test failed 2006–07
show at j  the total amount of tax losses and net cap�tal 
losses of jo�n�ng compan�es wh�ch f�rst fa�led the cont�nu�ty 
of ownersh�p or control tests �n the 2006–07 �ncome year 
but sat�sf�ed the same bus�ness test. if there �s no amount, 
leave blank.

year ownership test failed 2005–06
show at k  the total amount of tax losses and net cap�tal 
losses of jo�n�ng compan�es wh�ch f�rst fa�led the cont�nu�ty 
of ownersh�p or control tests �n the 2005–06 �ncome year 
but sat�sf�ed the same bus�ness test. if there �s no amount, 
leave blank.

year ownership test failed 2004–05
show at L  the total amount of tax losses and net cap�tal 
losses of jo�n�ng compan�es wh�ch f�rst fa�led the cont�nu�ty 
of ownersh�p or control tests �n the 2004–05 �ncome year 
but sat�sf�ed the same bus�ness test. if there �s no amount, 
leave blank.

year ownership test failed 2003–04
show at M  the total amount of tax losses and net cap�tal 
losses of jo�n�ng compan�es wh�ch f�rst fa�led the cont�nu�ty 
of ownersh�p or control tests �n the 2003–04 �ncome year 
but sat�sf�ed the same bus�ness test. if there �s no amount, 
leave blank.

year ownership test failed 2002–03 and earlier 
income years
show at N  the total amount of tax losses and net cap�tal 
losses of jo�n�ng compan�es wh�ch f�rst fa�led the cont�nu�ty 
of ownersh�p or control tests �n the 2002–03 and earl�er 
�ncome years but sat�sf�ed the same bus�ness test. if there 
�s no amount, leave blank.

ExAMPLE 16

a consol�dated group comes �nto ex�stence on 1 July 
2006. dur�ng the 2006–07 �ncome year the follow�ng 
jo�n�ng compan�es transfer tax losses and net cap�tal losses 
because they sat�sfy the same bus�ness transfer test:

Joining	
company

Loss	year amount		
	
$

Sort	of	loss Year	of	
ownership	

change

a 1995–96 1,000 tax 1997–98

2004–05

2002–03 50 net cap�tal 2005–06

B 2000–01 350 tax 2006–07

2002–03 400 net cap�tal 2006–07

C 2000–01 550 net cap�tal 2003–04

For the 2006–07 �ncome year, the head company 
completes part C, �tem 1 on the schedule as follows:

2002–03 and
earl�er �ncome years N 0 .001 0 0, , ,

2006–07 j 0 .007 5, , ,

2003–04 M 0 .005 5, , ,

2004–05 L .00, , ,

2005–06 k 0 .005, , ,

Year	ownership	test	failed

the amount of the tax loss �ncurred by company a 
($1,000) �s recorded at N  because the f�rst change of 
ownersh�p occurred dur�ng the 1997–98 �ncome year.
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2 AMOUNT OF LOSSES UTILISED 
AFTER CONSOLIDATION, FOR WHICH THE 
CONTINUITy OF OWNERSHIP TEST IS NOT 
PASSED BUT THE SAME BUSINESS TEST IS 
SATISFIED

 note
n	do not �nclude f�lm losses or fore�gn source losses 

ut�l�sed at �tem 2.
n	do not �nclude at �tem 2 losses ut�l�sed for wh�ch the 

head company sat�sf�ed the cont�nu�ty of ownersh�p 
test.

show at �tem 2 the amount of tax losses and net cap�tal 
losses ut�l�sed by the head company after consol�dat�on 
where the cont�nu�ty of ownersh�p test was not passed 
after consol�dat�on but the same bus�ness test was 
sat�sf�ed.

Before a head company can ut�l�se a loss generated 
by the consol�dated group, or a loss transferred from a 
jo�n�ng ent�ty, �t must sat�sfy the cont�nu�ty of ownersh�p 
and control tests or the same bus�ness test. subd�v�s�on 
707-B of the itaa 1997 mod�f�es the recoupment tests for 
transferred losses. the loss year �s mod�f�ed so that �t starts 
from when the loss was transferred to the head company. 
accord�ngly, losses transferred to a head company of 
a consol�dated group because they sat�sf�ed the same 
bus�ness transfer test are effect�vely refreshed �n the hands 
of the head company, �n that the ownersh�p test per�od for 
these losses commences at the t�me they are transferred to 
the head company.

however, �n determ�n�ng whether a head company can 
use a loss transferred to �t from a jo�n�ng company wh�ch 
passed the cont�nu�ty of ownersh�p and control tests, the 
changes �n ownersh�p of the jo�n�ng company before �t 
jo�ned the consol�dated group are taken �nto account. in 
add�t�on, �t �s assumed that the head company’s �nterest �n 
the jo�n�ng company rema�ns unchanged from the jo�n�ng 
t�me. th�s means that, �n determ�n�ng �f a head company 
can ut�l�se a loss transferred to �t from a jo�n�ng company, 
the head company w�ll sat�sfy the cont�nu�ty of ownersh�p 
test �f the jo�n�ng company would have sat�sf�ed the 
cont�nu�ty of ownersh�p test �n respect of the loss.

For more �nformat�on on the same bus�ness test, see 
sect�ons 165-13 and 165-210 of the itaa 1997, taxat�on 
rul�ng tr 1999/9 and draft taxat�on rul�ng tr 2006/d4. 

subd�v�s�on 719-F of the itaa 1997 mod�f�es the rules 
about transferr�ng and ut�l�s�ng losses so that the prov�s�ons 
apply appropr�ately to mult�ple entry consol�dated (MeC) 
groups.

Tax losses
show at O  the amount of tax losses ut�l�sed by the head 
company wh�ch d�d not sat�sfy the cont�nu�ty of ownersh�p 
and control tests but d�d sat�sfy the same bus�ness test.

Net capital losses
show at P  the amount of net cap�tal losses ut�l�sed by 
the head company wh�ch d�d not sat�sfy the cont�nu�ty 
of ownersh�p and control tests but d�d sat�sfy the same 
bus�ness test.

ExAMPLE 17

a consol�dated group comes �nto ex�stence on 1 July 
2006. on that date, the follow�ng losses are transferred 
to the head company from a jo�n�ng company wh�ch 
sat�sf�ed the cont�nu�ty of ownersh�p and control transfer 
tests.

Year	loss	incurred Sort	of	loss amount		
$

2000–01 tax 1,200

2001–02 net cap�tal 4,600

dur�ng the per�od from the start of the loss year (1 July 
2000) unt�l �mmed�ately after the jo�n�ng t�me (1 July 
2006) there was a 40% change �n the persons who 
controlled the vot�ng power of the head company 
and had the r�ghts to the company’s d�v�dends and 
cap�tal d�str�but�ons. the jo�n�ng company was a 100% 
subs�d�ary of the head company dur�ng th�s per�od.

For the 2006–07 �ncome year the consol�dated group 
generates suff�c�ent cap�tal ga�ns and other assessable 
�ncome to enable the transferred tax and net cap�tal 
losses to be fully ut�l�sed apply�ng the ava�lable fract�on 
method. on 1 august 2006 there �s a 20% change �n the 
persons who, at the start of the loss year, controlled the 
vot�ng power of the head company and had the r�ghts 
to the company’s d�v�dends and cap�tal d�str�but�ons. 
the head company does not sat�sfy the cont�nu�ty 
of ownersh�p test because of the change of major�ty 
ownersh�p on 1 august 2006 – that �s, comb�ned 
ownersh�p changes of 60% (40% + 20%). however, the 
head company sat�sf�es the same bus�ness test because 
the consol�dated group carr�ed on the same bus�ness 
dur�ng the 2006–07 �ncome year as �t d�d �mmed�ately 
before the change of ownersh�p.

in determ�n�ng whether a head company can ut�l�se a loss 
transferred to �t from a jo�n�ng company wh�ch passed 
the cont�nu�ty of ownersh�p and control tests, changes 
�n ownersh�p of the jo�n�ng company before �t jo�ned the 
consol�dated group are taken �nto account.

the head company completes part C, �tem 2 on the 
schedule as follows:

tax losses O 0 .001 2 0, , ,

net cap�tal losses P 0 .004 6 0, , ,
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3 AMOUNT OF LOSSES CARRIED FORWARD 
TO LATER INCOME yEARS FOR WHICH THE 
SAME BUSINESS TEST MUST BE SATISFIED 
BEFORE THEy CAN BE UTILISED

 note
n	do not �nclude f�lm losses or fore�gn source losses 

ut�l�sed at �tem 3.
n	do not �nclude at �tem 3 losses carr�ed forward to later 

�ncome years for wh�ch the head company sat�sf�es the 
cont�nu�ty of ownersh�p test.

show at �tem 3 the amount of tax losses, exclud�ng f�lm 
losses, and net cap�tal losses carr�ed forward to later 
�ncome years for wh�ch the head company must sat�sfy the 
same bus�ness test to ut�l�se these losses.

Before a head company can ut�l�se a loss generated 
by the consol�dated group, or a loss transferred from a 
jo�n�ng ent�ty, �t must sat�sfy the cont�nu�ty of ownersh�p 
and control tests or the same bus�ness test. subd�v�s�on 
707-B of the itaa 1997 mod�f�es the recoupment tests for 
transferred losses. the loss year �s mod�f�ed so that �t starts 
from when the loss was transferred to the head company. 
accord�ngly, losses transferred to a head company of 
a consol�dated group because they sat�sf�ed the same 
bus�ness transfer test are effect�vely refreshed �n the hands 
of the head company, �n that the ownersh�p per�od for 
these losses starts at the t�me they are transferred to the 
head company.

however, �n determ�n�ng whether a head company can 
use a loss transferred to �t from a jo�n�ng company wh�ch 
passed the cont�nu�ty of ownersh�p and control tests, 
changes �n ownersh�p of the jo�n�ng company before �t 
jo�ned the consol�dated group are taken �nto account. in 
add�t�on, �t �s assumed that the head company’s �nterest �n 
the jo�n�ng company rema�ns unchanged from the jo�n�ng 
t�me. th�s means that, �n determ�n�ng �f a head company 
can ut�l�se a loss transferred to �t from a jo�n�ng company, 
the head company w�ll sat�sfy the cont�nu�ty of ownersh�p 
test �f the jo�n�ng company would have sat�sf�ed the 
cont�nu�ty of ownersh�p test �n respect of the loss.

For more �nformat�on on the same bus�ness test, see 
sect�ons 165-13 and 165-210 of the itaa 1997, taxat�on 
rul�ng tr 1999/9 and draft taxat�on rul�ng tr 2006 d/4.

Tax losses
show at q  the amount of tax losses carr�ed forward to 
later �ncome years for wh�ch the head company must 
sat�sfy the same bus�ness test to ut�l�se these losses. 

Net capital losses
show at R  the amount of net cap�tal losses carr�ed 
forward to later �ncome years for wh�ch the head company 
must sat�sfy the same bus�ness test to ut�l�se these losses.

ExAMPLE 18

a consol�dated group comes �nto ex�stence on 1 July 
2006. on that date, tax losses of $2,200 are transferred 
to the head company from a jo�n�ng company wh�ch 
sat�sf�es the cont�nu�ty of ownersh�p and control transfer 
tests.

For the 2006–07 �ncome year, the consol�dated group 
makes a group tax loss of $1,700 and a group net cap�tal 
loss of $3,500 wh�ch are carr�ed forward to the 2007–08 
�ncome year.

there �s a change of major�ty ownersh�p of the head 
company dur�ng the 2006–07 year but th�s does not 
result �n the head company jo�n�ng another consol�dated 
group. the head company must sat�sfy the same 
bus�ness test �n later �ncome years to ut�l�se the losses 
carr�ed forward compr�s�ng tax losses of $3,900  
($2,200 + $1,700) and net cap�tal losses of $3,500.

the head company completes part C, �tem 3 on the 
schedule as follows:

tax losses q 0 .003 9 0, , ,

net cap�tal losses R 0 .003 5 0, , ,
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PART D LIFE INSURANCE COMPANIES
the head company of a consol�dated group that has 
one or more subs�d�ary members that are l�fe �nsurance 
compan�es at any t�me �s taken to be a l�fe �nsurance 
company for the purposes of an assessment of �ncome 
tax. only those head compan�es that have comply�ng 
superannuat�on class tax losses or v�rtual pst net cap�tal 
losses carr�ed forward to later �ncome years are requ�red to 
complete part d.

Complying superannuation class tax losses 
carried forward to later income years
show at T  the amount of comply�ng superannuat�on class 
tax losses carr�ed forward to later �ncome years.

generally, a l�fe �nsurance company w�ll have a tax loss of 
the comply�ng superannuat�on class for an �ncome year �f 
the company’s comply�ng superannuat�on deduct�ons for 
that �ncome year exceed the sum of:
n	 the comply�ng superannuat�on assessable �ncome for 

that �ncome year, and
n	net exempt �ncome for the �ncome year that �s 

attr�butable to the v�rtual pst assets.

Virtual PST net capital losses carried forward to 
later income years
show at U  the amount of v�rtual pst net cap�tal losses 
carr�ed forward to later �ncome years.

a l�fe �nsurance company has a cap�tal loss from v�rtual pst 
assets for the �ncome year �f the total of all cap�tal ga�ns 
made from v�rtual pst assets dur�ng the �ncome year �s 
less than the total of all the cap�tal losses made from v�rtual 
pst assets dur�ng the �ncome year.

page 4 oF the sChedule
PART E FOREIGN SOURCE LOSSES
a fore�gn loss �ncurred by a taxpayer �n an �ncome year, 
�n respect of a class of ‘assessable fore�gn �ncome’, can 
only be used to reduce �ncome of the same class �n a 
later �ncome year. the calculat�on of such a fore�gn loss 
has been mod�f�ed by the New Business Tax System (Thin 
Capitalisation) Act 2001. For �ncome years beg�nn�ng on or 
after 1 July 2001 the calculat�on of fore�gn losses excludes 
debt deduct�ons (except those that are attr�butable to an 
overseas permanent establ�shment). these debt deduct�ons 
can be appl�ed aga�nst austral�an source �ncome.

these losses cannot be used to offset �ncome �n the other 
classes or to offset austral�an source �ncome.

Broadly, assessable fore�gn �ncome means:
n	 fore�gn �ncome that �s �ncluded �n assessable �ncome for 

an �ncome year, and
n	prof�ts or ga�ns of a cap�tal nature from sources �n a 

fore�gn country other than cap�tal ga�ns under the Cgt 
prov�s�ons.

the excess loss for a class of assessable fore�gn �ncome 
may be carr�ed forward �ndef�n�tely and used to reduce a 
later year’s assessable fore�gn �ncome for that class. 

Calculation of a foreign loss
the amount of the fore�gn loss �s calculated as follows:
n	Where no assessable fore�gn �ncome was der�ved for a 

class dur�ng the �ncome year, the fore�gn loss �s equal to 
the total ‘fore�gn �ncome deduct�ons’ for that class.

n	Where assessable fore�gn �ncome was der�ved for a class 
dur�ng the �ncome year, the fore�gn loss �s equal to the 
excess of ‘fore�gn �ncome deduct�ons’ for that class over 
the assessable fore�gn �ncome.

a fore�gn �ncome deduct�on, �n relat�on to a class of 
assessable fore�gn �ncome, �s any deduct�on that �s allowed 
or allowable from assessable �ncome �n an �ncome year, 
to the extent that the deduct�on relates to the assessable 
fore�gn �ncome of that class other than:
n	certa�n losses relat�ng to fore�gn �nvestment funds, and 
n	debt deduct�ons as def�ned �n sect�on 820-40 of the 

itaa 1997 (except those debt deduct�ons that are 
attr�butable to an overseas permanent establ�shment).

Cap�tal losses are not �ncluded under any of the classes of 
assessable fore�gn �ncome, but are �ncluded under the Cgt 
prov�s�ons.

debt deduct�ons – for example, �nterest expense �ncurred 
�n der�v�ng assessable fore�gn �ncome – can be cla�med 
aga�nst austral�an source �ncome and are no longer 
quarant�ned to part�cular classes of assessable fore�gn 
�ncome. th�s means that they are not �ncluded �n the 
calculat�on of a fore�gn loss. all other deduct�ons, �nclud�ng 
debt deduct�ons that are attr�butable to an overseas 
permanent establ�shment, are quarant�ned to part�cular 
classes of assessable fore�gn �ncome. therefore, these 
deduct�ons must be �ncluded �n calculat�ng a fore�gn loss.
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Classes of assessable foreign income
assessable fore�gn �ncome �s d�v�ded �nto four classes, 
wh�ch are:
n	 �nterest �ncome, �nclud�ng payments �n the nature of 

�nterest, but exclud�ng
– �nterest that �s rece�ved �n the act�ve conduct of a trade 

or bus�ness – for example, �nterest on rece�vables
–  �nterest der�ved from money lend�ng – for example, a 

bank�ng bus�ness
–  �nterest that falls �n the offshore bank�ng �ncome class
– return on an equ�ty �nterest �n a company

n	mod�f�ed pass�ve �ncome �s pass�ve �ncome other 
than amounts that fall w�th�n the �nterest class, the 
offshore bank�ng �ncome class, or from an asset held 
�n connect�on w�th an act�vely carr�ed on �nsurance 
bus�ness, �nclud�ng
– rent
– royalt�es
– d�v�dends
– annu�t�es
– cap�tal ga�ns – but not cap�tal ga�ns under the Cgt 

prov�s�ons
– amounts der�ved from the ass�gnment of, for example, 

des�gns, patents or trademarks
– pass�ve commod�ty ga�ns

n	offshore bank�ng �ncome – certa�n �ncome der�ved 
through an offshore bank�ng un�t, �nclud�ng
– �nterest, fees and comm�ss�ons der�ved �n respect of 

offshore bank�ng transfers
– d�v�dends pa�d out of prof�ts der�ved from the mak�ng of 

offshore bank�ng transfers
n	all other fore�gn source �ncome compr�s�ng amounts that 

do not fall w�th�n the other classes.

ExAMPLE 19

a company �n the 2006–07 �ncome year der�ves mod�f�ed 
pass�ve �ncome of $1,000. there are no pr�or year fore�gn 
source losses relat�ng to that class of fore�gn �ncome. 
dur�ng the year the company �ncurs the follow�ng 
expenses �n relat�on to the mod�f�ed pass�ve �ncome:
n	 fore�gn �ncome deduct�ons of $1,200
n	debt deduct�ons of $600 (that are not attr�butable to an 

overseas permanent establ�shment).

the amount of current year fore�gn loss �n relat�on to the 
mod�f�ed pass�ve class of �ncome �s $200. that $200 
fore�gn loss �s ava�lable to be offset aga�nst mod�f�ed 
pass�ve �ncome �n future years.

the debt deduct�ons of $600 are not �ncluded �n the 
calculat�on of the current year fore�gn loss, and are 
allowed to be cla�med �n the current year aga�nst any 
other domest�c �ncome.

1 FOREIGN SOURCE LOSSES TRANSFERRED 
FROM jOINING ENTITIES (INCLUDING HEAD 
COMPANy) – excludes losses of controlled fore�gn 
compan�es (CFCs)
show at A , B , C  and D  the amounts of fore�gn source 
losses, �f any, for each of the four classes of �ncome that 
has been transferred from jo�n�ng ent�t�es, �nclud�ng the 
head company, to the head company dur�ng the 2006–07 
�ncome year.

When an ent�ty jo�ns a consol�dated group as a subs�d�ary 
member part way through the ent�ty’s �ncome year, �t 
calculates �ts taxable �ncome or loss for the per�od up to 
the t�me �t jo�ns the group. generally, any unused carry 
forward losses are transferred to the head company �f 
the losses could have been used by the jo�n�ng ent�ty, 
assum�ng suff�c�ent �ncome, �n the ‘tr�al year’, wh�ch 
generally beg�ns 12 months before jo�n�ng the consol�dated 
group and ends �mmed�ately after the jo�n�ng t�me. in 
certa�n c�rcumstances, the tr�al year may be a shorter 
per�od than 12 months. see subsect�on 707-120(2) of the 
itaa 1997.

Whether the losses could have been used by the jo�n�ng 
ent�ty �n the tr�al year �s determ�ned by apply�ng mod�f�ed 
vers�ons of the usual tests for deduct�ng and apply�ng 
losses.

a jo�n�ng ent�ty �s any el�g�ble ent�ty that jo�ns a consol�dated 
group. For deta�ls of who can and cannot be members of 
a consol�dated group, see sect�ons 703-15 and 703-20 of 
the itaa 1997.

ExAMPLE 20

a consol�dated group comes �nto ex�stence on 1 July 
2006. dur�ng the 2006–07 �ncome year fore�gn source 
losses are transferred to the head company from jo�n�ng 
compan�es l�sted hereunder wh�ch sat�sfy the cont�nu�ty 
of ownersh�p and control transfer tests or the same 
bus�ness transfer test.

Joining	
company

Joining	
time

foreign	loss	related	to	claim	of		
assessable	foreign	income

Interest	

$

Modified	
passive	

($)

Offshore	
banking	

($)

all	other	
($)

a 1.7.2006 3,400 1,200

B 1.7.2006 5,400

C 9.8.2006 3,100

d 6.6.2007 8,500

the head company completes part e, �tem 1 on the 
schedule as follows:

interest �ncome A 0 .008 8 0, , ,
Mod�fied pass�ve 

�ncome B 0 .004 3 0, , ,
offshore bank�ng 

�ncome C .00, , ,
all other fore�gn 
source �ncome D 0 .008 5 0, , ,



32 www.ato.gov.au Consolidated groups losses sChedule instruCtions 2007

2 GROUP/TRANSFERRED FOREIGN SOURCE 
LOSSES UTILISED – excludes losses of CFCs
show at E , F , G  and H  the amounts of group and 
transferred fore�gn source losses, �f any, relat�ng to each of 
the four classes of �ncome that were ut�l�sed.

a head company ut�l�ses a fore�gn source loss �n respect of 
a class of assessable fore�gn �ncome to the extent that the 
loss �s taken �nto account �n reduc�ng the head company’s 
assessable fore�gn �ncome of that class.

group fore�gn source losses are those fore�gn source 
losses that have been generated by the consol�dated 
group. group fore�gn source losses are effect�vely ut�l�sed 
before transferred fore�gn source losses.

transferred fore�gn source losses are fore�gn source losses 
that have been made outs�de the consol�dated group and 
transferred �nto the group from an ent�ty when �t jo�ns the 
group.

Before ut�l�s�ng a group loss or a transferred loss, a head 
company �s requ�red to pass the cont�nu�ty of ownersh�p 
and control tests or the same bus�ness test.

For more �nformat�on on the cond�t�ons apply�ng to the 
cont�nu�ty of ownersh�p test, see 1	Tax	losses	transferred	
from	joining	entities	(including	head	company)	at	
consolidation �n part a on page 2. For more �nformat�on 
on the same bus�ness test, see sect�ons 165-13 and 165-10 
of the itaa 1997, taxat�on rul�ng tr 1999/9 and draft 
taxat�on rul�ng tr 2006/d4. 

Transferred losses
Fore�gn source losses generated by a consol�dated group 
– group losses – are effect�vely ut�l�sed before transferred 
fore�gn source losses. see paragraph 707-310(3)(b) of the 
itaa 1997.

all losses transferred to a head company for the f�rst t�me 
from the ent�ty that actually made them const�tute a bundle 
of losses. losses w�th�n the bundle w�ll be categor�sed by 
the ‘sort of loss’ such as a tax loss or a fore�gn source loss 
�n respect of a class of assessable fore�gn �ncome. see 
sect�on 707-315 of the itaa 1997.

Available fraction
an ava�lable fract�on �s worked out for each loss bundle. 
the ava�lable fract�on l�m�ts the annual rate at wh�ch the 
bundle’s losses may be recouped by the head company. 
Where losses are transferred for the f�rst t�me, the ava�lable 
fract�on �s calculated l�ke th�s:

mod�f�ed market value of the jo�n�ng loss ent�ty at the �n�t�al transfer t�me 
adjusted market value of the head company at the �n�t�al transfer t�me

the mod�f�ed market value of a jo�n�ng ent�ty �s the amount 
that would be the market value of the ent�ty at the jo�n�ng 
t�me �f:
n	 the ent�ty has no losses and the balance of �ts frank�ng 

account �s n�l
n	 the subs�d�ary members of the group at the t�me are 

separate ent�t�es and not d�v�s�ons or parts of the head 
company of the group

n	 the ent�ty’s market value d�d not �nclude an amount 
attr�butable (d�rectly or �nd�rectly) to a membersh�p 
�nterest �n a member of the group (other than the ent�ty) 
that �s a corporate tax ent�ty or an ent�ty that transferred 
losses to the head company, and

n	a trust (other than a corporate tax ent�ty or a trust w�th 
losses) contr�butes to the jo�n�ng ent�ty’s market value 
only to the extent attr�butable to f�xed ent�tlements (at 
jo�n�ng t�me), to �ncome or cap�tal of the trust that �s 
not attr�butable (d�rectly or �nd�rectly ), to membersh�p 
�nterests �n another member of the group that �s a 
corporate tax ent�ty, or a trust w�th losses.

see sect�on 707-325 of the itaa 1997.

an �ncrease �n the value of the loss ent�ty �s excluded from 
the ent�ty’s mod�f�ed market value �f the �ncrease results 
from e�ther of these events:
n	an �nject�on of cap�tal �nto the loss ent�ty, �ts assoc�ate or, 

�f the loss ent�ty �s a trust, an assoc�ate of the trustee, or
n	a non-arm’s length transact�on that �nvolved the loss 

ent�ty, �ts assoc�ate or, �f the loss ent�ty �s a trust, an 
assoc�ate of the trustee.

the rules apply to events that occur �n the four years 
before the loss ent�ty jo�ns the group; however, they do not 
apply to events that occurred before 9 december 2000. 
see subsect�ons 707-325(2) and (4) of the itaa 1997 and 
sect�on 707-329 of the Income Tax (Transitional Provisions) 
Act 1997.

the head company’s adjusted market value at the �n�t�al 
transfer t�me �s the amount that would be the market value 
at that t�me �f:
n	 the head company d�d not have a loss of any sort for an 

�ncome year end�ng before that t�me, and
n	 the balance of the head company’s frank�ng account was 

n�l at that t�me.

see subsect�on 707-320(1) of the itaa 1997. the value 
for the head company �s worked out on the bas�s that 
subs�d�ary members of the consol�dated group are part of 
the head company.

 note
the Comm�ss�oner has a statutory obl�gat�on to ensure 
compl�ance w�th the market valuat�on requ�rements of the 
consol�dat�on reg�me and to form a v�ew as to whether 
valuat�ons undertaken are accurate. the publ�cat�on 
Consolidation and market valuation (nat 7803) w�ll help 
you meet your tax obl�gat�ons.

the ava�lable fract�on �s adjusted �f certa�n events happen 
– for example, the consol�dated group acqu�res a new loss 
ent�ty or the sum of the ava�lable fract�ons �n the group 
exceeds 1. see subsect�on 707-320(2) of the itaa 1997.

the use of transferred losses �s apport�oned when the�r 
ava�lable fract�on appl�ed for only part of the �ncome year 
or when the ava�lable fract�on changes dur�ng the �ncome 
year. see sect�on 707-335 of the itaa 1997.
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apply the ava�lable fract�on us�ng a three-step process as 
follows:
1 Work out the amount of each category of the group’s 

�ncome or ga�ns as spec�f�ed �n column 2 of the table 
�n subsect�on 707-310(3) of the itaa 1997. th�s �s 
the group’s total �ncome or ga�ns for each category 
less relevant deduct�ons �nclud�ng group losses and 
concess�onal losses (but not transferred losses whose 
use �s l�m�ted by the�r ava�lable fract�on).

2 Mult�ply each category amount by the bundle’s ava�lable 
fract�on. the result �s taken to be the head company’s 
only �ncome or ga�ns for that category. 

3 on the bas�s of the step 2 assumpt�on, work out a 
not�onal taxable �ncome for each loss bundle.

th�s process enables the head company to determ�ne the 
amount of transferred losses of each sort �t can use from 
the loss bundle to determ�ne �ts actual taxable �ncome.

 note
an example apply�ng the ava�lable fract�on us�ng the 
three-step process �s on page 23.
the ava�lable fract�on for a fore�gn source loss �s 
unaffected by the value donor rules. th�s means that 
where a value donor donates value to a loss company 
– the real loss-maker – the ava�lable fract�on for a real 
loss-maker’s fore�gn source loss �s the fract�on that would 
have appl�ed had value not been donated. l�kew�se, the 
ava�lable fract�on for a value donor’s fore�gn loss �s what 
�t would have been �f the value donor had not donated 
some or all of �ts value to the real loss-maker. therefore, 
a s�ngle loss bundle may have two relevant ava�lable 
fract�ons – one that appl�es to the bundle’s fore�gn source 
losses and one that appl�es to �ts tax and net cap�tal 
losses.

3 TRANSFERRED FOREIGN SOURCE LOSSES 
UTILISED

 note
do not �nclude group fore�gn source losses – losses 
generated by a consol�dated group – at �tem 3.

th�s �tem requ�res �nformat�on on the amount of transferred 
fore�gn source losses ut�l�sed. transferred fore�gn source 
losses are fore�gn source losses that have been made 
outs�de the consol�dated group and transferred �nto the 
group from an ent�ty when �t jo�ns the group. a head 
company ut�l�ses a fore�gn source loss �n respect of a class 
of assessable fore�gn �ncome to the extent that the loss �s 
taken �nto account �n reduc�ng the head company’s �ncome 
of that class.

show at I , L , O , R , U  and x , as requ�red, the tFns 
of those jo�n�ng ent�t�es that had fore�gn source losses from 
the�r loss bundles ut�l�sed apply�ng the ava�lable fract�on 
method. a bundle of losses cons�sts of all the losses of a 
jo�n�ng ent�ty that are transferred to the head company at 
the same t�me.

if fore�gn source losses have been ut�l�sed �n respect of 
s�x or fewer loss bundles, complete the number of labels 
requ�red. if fore�gn source losses have been ut�l�sed �n 
respect of more than s�x loss bundles, show the jo�n�ng 
ent�ty tFns for those loss bundles that had the s�x largest 
amounts of fore�gn source losses ut�l�sed.

show at j , M , P , S , V  and y , as requ�red, the 
correspond�ng ava�lable fract�ons calculated for the loss 
bundles for jo�n�ng ent�t�es whose tFns are recorded at 
I , L , O , R , U  and x , respect�vely. each ava�lable 

fract�on �s to be completed to three dec�mal places (for 
example, 0.475, 0.520, 0.700). however, where round�ng 
to three dec�mal places would result �n an ava�lable fract�on 
of n�l, consol�dated groups are perm�tted to round the 
ava�lable fract�on to the f�rst non-zero d�g�t. see subsect�on 
707-320(4) of the itaa 1997. Where the ava�lable fract�on �s 
less than 0.0005, the amount of 0.000 should be recorded 
at the relevant label; where the ava�lable fract�on �s greater 
than 0.0005 but less than 0.001, the amount recorded on 
the schedule should be rounded up to 0.001.

Where losses are transferred for the f�rst t�me, the ava�lable 
fract�on �s calculated l�ke th�s:

mod�f�ed market value of the jo�n�ng loss ent�ty at the �n�t�al transfer t�me 
adjusted market value of the head company at the �n�t�al transfer t�me

For deta�ls of how the mod�f�ed market value of the jo�n�ng 
loss ent�ty and adjusted market value of the head company 
are determ�ned, see 2	group/transferred	foreign	source	
losses	utilised	–	excludes	losses	of	CfCs �n part e on 
page 32.

Calculate ava�lable fract�ons and then adjust them to 
three dec�mal places. round up the th�rd dec�mal place 
�f the fourth dec�mal place �s 5 or more. if round�ng to 
the th�rd dec�mal place results �n an ava�lable fract�on of 
n�l, then round the ava�lable fract�on to the f�rst non-zero 
d�g�t. see subsect�on 707-320(4) of the itaa 1997. Where 
the ava�lable fract�on �s less than 0.0005, the amount of 
0.000 should be recorded at the relevant label; where 
the ava�lable fract�on �s greater than 0.0005 but less than 
0.001, the amount recorded on the schedule should be 
rounded up to 0.001.

Where an ava�lable fract�on has been adjusted as a result 
of certa�n events – for example, a new member jo�ned the 
group and transferred a loss bundle – show the adjusted 
ava�lable fract�on appl�cable at the end of the year of 
�ncome.

an ava�lable fract�on cannot be a negat�ve amount or 
greater than one. if the sum of the group’s ava�lable 
fract�ons would total more than one, each ava�lable fract�on 
�s proport�onally reduced. see subsect�on 707-320(2) of the 
itaa 1997.

For more �nformat�on regard�ng the calculat�on of the 
ava�lable fract�on, see 2	group/transferred	foreign	source	
losses	utilised	–	excludes	losses	of	CfCs �n part e on 
page 32.
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the ava�lable fract�on for a fore�gn source loss �s unaffected 
by the value donor rules. th�s means that where a 
value donor donates value to a loss company – the real 
loss-maker – the ava�lable fract�on for a real loss-maker’s 
fore�gn source loss �s the fract�on that would have appl�ed 
had value not been donated. l�kew�se, the ava�lable 
fract�on for a value donor’s fore�gn loss �s what �t would 
have been �f the value donor had not donated some or all 
of �ts value to the real loss-maker. therefore, a s�ngle loss 
bundle may have two relevant ava�lable fract�ons – one that 
appl�es to the bundle’s fore�gn source losses and one that 
appl�es to �ts tax and net cap�tal losses.

show at k , N , q , T , W  and z , as requ�red, the 
correspond�ng amount of transferred fore�gn source losses 
ut�l�sed from loss bundles of jo�n�ng ent�t�es whose tFns are 
recorded at I , L , O , R , U  and x , respect�vely. the 
bundle amount may �nclude fore�gn source losses ut�l�sed 
�n relat�on to one or more classes of assessable fore�gn 
�ncome. if fore�gn source losses have been ut�l�sed from 
more than s�x loss bundles, show the s�x largest amounts 
ut�l�sed.

ExAMPLE 21

a consol�dated group determ�nes the follow�ng amounts 
of fore�gn source losses ut�l�sed from e�ght loss bundles 
for the 2006–07 �ncome year:

Co Transferor	TfN available	fraction	 foreign	losses	
utilised		

$

a 111 111 111 0.010 40

B 222 222 222 0.324 4,200

C 333 333 333 0.113 2,300

d 444 444 444 0.102 5,500

e 555 555 555 0.122 700

F 666 666 666 0.095 850

g 777 777 777 0.077 1,300

h 888 888 888 0.136 1,800

the head company completes part e, �tem 3 on the 
schedule as follows:

k

ava�lable fract�ontransferor tFn

I

L

O

R

U

x 8 8 8 8 8 8888

7 7 7 7 7 7777

6 6 6 6 6 6666

4 4 4 4 4 4444

3 3 3 3 3 3333

2 2 2 2 2 2222 j

M

P

S

V

y 0 631

0 770

0 590

0 201

0 311

0 423

.

.

.

.

.

.

N

q

T

W

z 0 .001 8 0,

0 .001 3 0,

0 .008 5,

0 .005 5 0,

0 .002 3 0,

0 .004 2 0,

informat�on has been recorded for the loss bundles that 
had the s�x largest amounts of fore�gn source losses 
ut�l�sed.

4 GROUP FOREIGN SOURCE LOSSES 
CARRIED FORWARD TO LATER INCOME 
yEARS – excludes losses of CFCs

 note
do not show transferred fore�gn source losses made 
outs�de the consol�dated group and transferred �nto 
the group at �tem 4. see 5	Transferred	foreign	source	
losses	carried	forward	to	later	income	years on the 
next page.

show at A , B , C  and D  the amounts of group fore�gn 
source losses, �f any, relat�ng to each of the four classes 
of �ncome that are ava�lable to be carr�ed forward to later 
�ncome years.

group fore�gn source losses are those fore�gn source 
losses that have been generated by the consol�dated 
group.
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5 TRANSFERRED FOREIGN SOURCE LOSSES 
CARRIED FORWARD TO LATER INCOME 
yEARS – excludes losses of CFCs

 note
do not show group fore�gn source losses generated by 
the consol�dated group at �tem 5. see 4	group	foreign	
source	losses	carried	forward	to	later	income	years 
on the prev�ous page.

show at E , F , G  and H  the amounts of transferred 
fore�gn source losses, �f any, relat�ng to each of the four 
classes of �ncome that are ava�lable to be carr�ed forward 
to later �ncome years.

transferred fore�gn source losses are fore�gn source losses 
that have been made outs�de the consol�dated group and 
transferred �nto the group from an ent�ty when �t jo�ns the 
group.

6 CONTROLLED FOREIGN COMPANy (CFC) 
LOSSES
if the head company has an attr�but�on �nterest �n one or 
more CFCs w�th losses brought forward from statutory 
account�ng per�ods that end w�th�n pr�or �ncome years, or 
losses from statutory account�ng per�ods that end w�th�n 
the 2006–07 �ncome year, show these amounts at �tem 6.

For mod�f�cat�ons relat�ng to losses of a CFC, see sect�ons 
424 to 431 of the itaa 1936. For �nformat�on on how to 
calculate the loss of a CFC, see the Foreign income return 
form guide, ava�lable on our webs�te.

the amounts shown at I  and j  are the totals of the 
head company’s share of losses of CFCs. the head 
company’s share of a loss of a CFC �s calculated by 
apply�ng �ts attr�but�on percentage �n the CFC to the loss of 
the CFC.

Prior year CFC losses deducted
show at I  the total of the head company’s share of losses 
of CFCs, from statutory account�ng per�ods that end w�th�n 
pr�or �ncome years, wh�ch have been cla�med as not�onal 
allowable deduct�ons for statutory account�ng per�ods that 
end w�th�n the 2006–07 �ncome year.

CFC losses carried forward
show at j  the total amount of the head company’s share 
of losses of CFCs that are ava�lable to be carr�ed forward to 
statutory account�ng per�ods that end �n later �ncome years.

aBBreViations
aBn austral�an bus�ness number

CFC controlled fore�gn company

Cgt cap�tal ga�ns tax

Comm�ss�oner Comm�ss�oner of taxat�on

f�lm loss f�lm component of tax loss

head company head company of a group as def�ned �n  
 the itaa 1997

itaa 1936 Income Tax Assessment Act 1936

itaa 1997 Income Tax Assessment Act 1997

MeC group mult�ple entry consol�dated group

pst pooled superannuat�on trust

tFn tax f�le number

the schedule Consol�dated groups losses schedule 2007



moRe	inFoRmaTion
INtErNEt
n	For	general	tax	information	and	to	download	publications	
and	rulings,	visit	www.ato.gov.au

pUBlICatIoNS

Publications referred to in these instructions
n	Company tax return instructions 2007	(naT	0669–6.2007)
n	Consolidation and market valuation	(naT	7803)
n	Consolidation reference manual	(naT	6835)	(available	at	

www.ato.gov.au)
n	Draft Taxation Ruling TR 2006/D4 – Application of the 

same business tests to consolidated and MEC groups – 
principally, the interaction between section 165‑210 and 
section 701‑1 of the Income Tax Assessment Act 1997

n	Foreign income return form guide
n	Guide to capital gains tax 2007	(naT	4151–6.2007)
n	Income Tax Assessment Act 1936
n	Income Tax Assessment Act 1997
n	Income Tax (Transitional Provisions) Act 1997
n	New Business Tax System (Thin Capitalisation) Act 2001
n	Partnership and trust tax returns instructions 2007		
(naT	2297–6.2007)

n	Taxation Ruling TR 1999/9 – Income tax: the operation of 
sections 165‑13 and 165‑210, paragraph 165‑35(b), 
section 165‑126 and section 165‑132

n	Taxation Ruling TR 2004/9 – Consolidation: what is meant 
by ‘injection of capital’ in section 707‑325 of the Income 
Tax Assessment Act 1997

Other relevant publications
n	Foreign income return form guide 2007	(naT	1840)	
(available	at	www.ato.gov.au)

n	Fund income tax and regulatory return instructions 2007	
(naT	1601–6.2007)

To get a Tax Office publication
n	visit	our	website	at www.ato.gov.au/publications	for	
publications,	taxation	rulings,	practice	statements	and	
forms

n	visit	one	of	our	shopfronts
n	phone	our	publications	Distribution		
service	on		 1300 720 092

If you are a tax agent
n	use	www.iorder.com.au	
n	order	by	fax	on	 1300 361 462
n	for	queries	on	your	order,	phone	 1300 720 092

If you know the title of the publication you want
you	may	order	it	through	our	automated	speech	recognition	
system	operating	all	day,	every	day,	phone	 	13 72 26

INfolINES
n	Business	 13 28 66

	 General	business	tax	enquiries	including	GsT	rulings,	pay	
as	you	go	(paYG)	instalments	and	withholding	(from	
interest,	dividends	and	royalties),	business	deductions,	
activity	statements	(including	lodgment	and	payment),	
accounts	and	business	registration	(including	australian	
business	number	and	tax	file	number)

n	Tax agents	 13 72 86	
	 For	enquiries	from	registered	tax	agents	
n	Super Choice	 13 28 64
	 For	information	about	choice	of	superannuation	funds	and	
the	role	of	the	employer

n	Tax reform	 13 24 78
	 For	information	about	new	measures	for	business
n	Account management	 13 11 42
	 For	information	about	outstanding	lodgment	or	payment	
obligations	for	activity	statements,	paYG	withholding,	
income	tax	or	fringe	benefits	tax

n	Personal tax	 13 28 61
	 individual	income	tax	and	general	personal	tax	enquiries
n	Superannuation	 13 10 20
n	Fax 13 28 60 
	 To	get	information	about	business	tax,	tax	reform,	
superannuation,	excise	duty,	fuel	schemes,	non-profit	
organisations	personal	tax	sent	to	your	fax	machine,		
phone	13 28 60	and	follow	the	instructions.

othEr SErVICES
Translating and Interpreting Service 13 28 60

n	if	you	do	not	speak	english	well	and	want	to	talk	to	a	tax	
officer,	phone	the	Translating	and	interpreting	service	for		
help	with	your	call.

n	Hearing or speech impairment
	 if	you	are	deaf	or	have	a	hearing or speech	impairment,		
you	can	phone	the	Tax	office	through	the	National  
Relay Service:
–	 if	you	are	a	TTY	or	modem	user,	phone	13 36 77	and	
ask	for	the	number	you	want.	For	1800	free	call	
numbers,	phone	1800 555 677	and	ask	for	the	number	
you	want.

–	 if	you	are	a	voice-only	(speak	and	listen)	user,	phone	
1300 555 727	and	ask	for	the	number	you	want.	For	
1800	free	call	numbers,	phone	1800 555 727	and	ask	for	
the	number	you	want.

fEEdBaCK
Reader	feedback	helps	us	to	improve	the	information	we	
provide.	if	you	have	any	feedback	about	this	publication,	
please	write	to:

	 Editor 
 Publishing Coordination
 Marketing and Education
 Micro Enterprises and Individuals
 Australian Taxation Office
 PO Box 900
 CIVIC SQUARE ACT  2608
as	this	is	a	publications	area	only,	any	tax	matters	will	be	
passed	on	to	a	specialist	technical	area,	alternatively	you	can	
phone	our	Business	infoline	on	13 28 66	for	help.
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