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Taxation Determination 
 

Income tax:  consolidation:  does the continuing 
majority-owned entity test in subsections 701A-1(1) 
and 701A-1(2) of the Income Tax (Transitional 
Provisions) Act 1997 require tracing through interposed 
entities to the ultimate beneficial owners to determine 
whether there has been a change in the majority 
ownership of an entity during the period from 
27 June 2002 until the entity becomes a subsidiary 
member of a consolidated group? 
 
Preamble 

The number, subject heading, date of effect and paragraphs 1 to 3 of this document are a ‘public 
ruling’ for the purposes of Part IVAAA of the Taxation Administration Act 1953 and are legally 
binding on the Commissioner. 

 

1. Yes. In determining whether there has been a change in the majority ownership of 
an entity, for the purpose of applying the continuing majority-owned entity test in 
section 701A-1 of the Income Tax (Transitional Provisions) Act 1997 (‘IT(TP)A 1997’), it is 
necessary to trace through all interposed entities to the ultimate beneficial owners of the 
entity. 

2. Pursuant to subsection 701A-1(1) of the IT(TP)A 1997, an entity that is a subsidiary 
member of a consolidated group is a ‘continuing majority-owned entity’ if a person or 
persons continue to be ‘majority owners’ of the entity from the start of 27 June 2002 until 
the entity became a subsidiary member of the group (the test period). This period brings 
into account the ownership structure immediately after the time that the entity became a 
subsidiary member. 

3. Pursuant to subsection 701A-1(2) of the IT(TP)A 1997, a person or persons are 
‘majority owners’ if they beneficially own, directly or indirectly through one or more 
interposed entities, membership interests in the entity whose market value is more than 
50% of the market value of all membership interests in the entity.  
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