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Multiple entry consolidated (MEC) groups 

About this section 

Section C10 provides information on the formation, composition, operating 
processes and cessation of MEC groups. It comprises: 

• explanations of MEC groups and how they differ from consolidated groups 

• detailed worked examples describing a range of events, rules and processes 
that may apply during a MEC group’s formation, operations and cessation, 
and 

• sample forms used to notify the Tax Office of various events. 

Section contents 
Overall explanations 
Multiple entry consolidated (MEC) groups .................................................................. C10-1 

MEC groups – notifiable events.........................................................................C10-1-110 

Worked examples 
Formation and conversion 

Choice on formation and special conversion events...................................C10-2-110 
Original and new eligible tier-1 companies of a MEC group ......................C10-2-115 
Transitional provision for foreign-held, Australian resident subsidiaries to 
be members of a MEC group............................................................................C10-2-120 
Provisional head company ...............................................................................C10-2-130 
Conversion of a MEC group to a consolidated group .................................C10-2-140 

Cost setting at joining and formation 
Cost setting rules for assets of a MEC group – at joining and formation 
times .......................................................................................................................C10-2-210 
Tax cost setting of assets – expansion of a MEC group to include new 
eligible tier-1 companies ....................................................................................C10-2-215 

Losses 
Adjusting available fraction – eligible tier-1 company joins MEC group...C10-2-310 
Apportioning the use of losses – eligible tier-1 company joins part-way 
through income year .........................................................................................C10-2-320 
MEC groups and losses – determining whether the focal company 
satisfies the continuity of ownership test ..........................................................C10-2-325 
Identifying the test company to determine continuity of ownership of 
the focal company in a MEC group (COT transfer of losses) ......................C10-2-330 
Identifying the test company to determine continuity of ownership of 
the focal company in a MEC group (SBT satisfied) .......................................C10-2-340 
Determining the start of a test company’s loss year to assess the 
continuity of ownership of the focal company in a MEC group (COT 
transfer of a loss)...................................................................................................C10-2-350 
Determining the start of a test company’s loss year to assess continuity 
of ownership of the focal company in a MEC group (special conversion 
event).....................................................................................................................C10-2-360 
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Freezing the ownership of the test company – COT transfer of a loss to 
the head company of a MEC group ...............................................................C10-2-370 
Freezing the ownership structure of a MEC group – when a loss-making 
company becomes head company of the group .......................................C10-2-380 
Continuity of a potential MEC group when the identity of the top 
company changes – assumptions about the test company failing the 
COT.........................................................................................................................C10-2-390 
Assumptions about the test company failing the COT – potential MEC 
group ceases to exist ..........................................................................................C10-2-391 
Assumptions about the test company failing the COT – MEC group 
ceases to exist because there ceases to be a provisional head 
company...............................................................................................................C10-2-392 
Acquisition of part of a MEC group – transfer of losses to newly formed 
consolidated group.............................................................................................C10-2-395 

Cost setting at leaving 
Events that trigger pooling in a MEC group....................................................C10-2-410 
Pooling of external membership interests........................................................C10-2-420 
An eligible tier-1 company leaving a MEC group .........................................C10-2-430 

Sample forms 
Notification of formation of a MEC group.............................................................C10-3-110 
Notification of members joining and/or leaving a MEC group.........................C10-3-120 
Notification of conversion to a MEC group ..........................................................C10-3-130 
Notification of continuation of a MEC group with a new provisional head 
company.....................................................................................................................C10-3-140 
Notification of provisional head company no longer eligible (MEC) group ..C10-3-150 

 

Proposed changes to consolidation 
Proposed changes to consolidation announced by the Government are not 
incorporated into the Consolidation reference manual until they become law. 
In the interim, information about such changes can be viewed at: 

• http://assistant.treasurer.gov.au (Assistant Treasurer’s press releases) 

• www.treasury.gov.au (Treasury papers on refinements to the consolidation 
regime). 

 


