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Draft Taxation Determination 
 

Income tax:  consolidation:  cost setting:  are the tax 
costs of the assets of a transitional foreign-held indirect 
subsidiary which is not a chosen transitional entity set 
when the entity becomes a member of a consolidated 
or multiple entry consolidated group? 
 
Preamble 

This document is a draft for industry and professional comment. As such, it represents the 
preliminary, though considered views of the Australian Taxation Office. This draft may not be relied 
on by taxpayers and practitioners as it is not a ruling for the purposes of Part IVAAA of the Taxation 
Administration Act 1953. It is only final Taxation Determinations that represent authoritative 
statements by the Australian Taxation Office. 

 

1. Yes. If an entity that meets the requirements of Subdivision 701C-B of the Income 
Tax (Transitional Provisions) Act 1997 (IT(TP)A 1997) as a transitional foreign-held indirect 
subsidiary (TFHIS) becomes a member of a consolidated, or multiple entry consolidated 
(MEC) group, and is not a chosen transitional entity in accordance with section 701-5 of 
the IT(TP)A 1997, the tax costs of the assets of the entity are set in accordance with 
Divisions 701 and 705 of the Income Tax Assessment Act 1997 (ITAA 1997) when the 
entity becomes a member of the group. 

2. A TFHIS is a subsidiary member of a consolidated or MEC group. When an entity 
becomes a subsidiary member of a consolidated or MEC group, and is not within a class of 
subsidiary members that are excluded from the tax cost setting rules, the tax costs of the 
assets of that entity are set at the tax cost setting amounts, worked out as described in 
section 701-60 of ITAA 1997 (refer section 701-10 of the ITAA 1997). 

3. The effect of the law is that the following three categories of subsidiary members 
do not have the tax costs of their assets set: 

• eligible tier-1 companies (section 719-160 of the ITAA 1997) – this category 
of subsidiary members is only of relevance to MEC groups; 

• transitional foreign-held subsidiaries (section 701C-30 of the IT(TP)A 1997) 
– this category of subsidiary members is of relevance to both consolidated 
and MEC groups; and 
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