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Worked example 

Additional test for second or subsequent transfer of a 
loss previously transferred because the SBT was passed 

If, by a previous operation of Subdivision 707-A, a loss had been transferred to 
a joining entity because the entity from which the loss was previously 
transferred met the same business test, the loss will not be transferred from the 
joining entity to the head company unless it satisfies an additional test. This 
example shows how the additional test applies. 

Section 707-135 introduces an additional test that must be satisfied in order to 
transfer a loss. Essentially, the joining entity must satisfy the same business test 
(section 165-210) for the trial year (the same business test period) and the time 
(the test time) just before the end of the income year in which the loss was 
transferred to the joining entity. 

 

A consolidatable group acquires 100% of the equity in a joining entity (a 
company) on 1 August 2002. A pre-1 July 1999 tax loss of the joining entity is 
transferred on the basis of satisfying the same business test at the joining time 
of 1 November 2002 when the group consolidates. 

Subsequently – on 1 February 2005 – the head company of the consolidated 
group becomes a subsidiary member of another consolidated group. The 
second head company requires only a 5% acquisition to obtain 100% 
ownership of the first head company. None of the loss has been utilised by the 
first head company. 

Step 1: First head company trial year testing – same business test as a 
transfer test 

The first step is to show how the loss was transfer tested at the first joining 
time (that is, 1 November 2002) as a result of the ownership failure (under 
section 165-12) emanating from the acquisition of the joining entity on 
1 August 2002. 

The recoupment test of section 165-13 was relied on for transfer testing. As 
the loss tested is a pre-1 July 1999 loss, the modified same business test in 
section 707-125 did not apply.  
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