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The Manager

Taxgzion of Financial Arangemenis
The Tregsury

Lungron Crescent

PARKES ACT 2600

By email; cofagdl-casary. gov.an
Dear Sirhadam

Faxation of Yinancial Arrangements — Revised Expasure Drafi on Division 230

General Electric (GE) in Australia wetrvnes the revised Fxposure Draft on Division 2300 and
recoenizey that it does much (o slieviate the concerns raised in respect of the initin! exposore drafl,
The closer alignment with accounting in the conlext of the ability (o apply the linanzial reporis
eleetion in propesed Sub-division 230-F i3 parteniarly weleomed ag gre the other elections which
gilow 8 closer alignmend with sccounting results.

There remaing, however, an arca of significant coneer fir GE, which reguirey adjostent.

Each of the method cizetions {except sub-division 230-E which deals with hedping) are only
available if the taxpaver prepares fmancial reports fo sceordanee with accounting standards and e
respecl, v draw your atlesion W proposed secticng 250-1 500 1), 230-180f b)), 230-
2T dA).

G in Austrolia comprises 7 separate Multiple Eawy Ceasol:dated (MEC) groups and
approsimately | L0 stand alone compandes shat do wot foom part of 4tz congalidated group. The
complexily of the proup from a tax consolidation perspactive and the high nwnber of entry points
iy Austratia means el GE 15 relalively viiguee i Whis rexasd,
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Under the proposed law the relevard ¢lections mus? by made by the laxpayer or o the case of & tax
conselidated group we understand that $he elections wouid be required o be made by ihe head
entity ef that groap.  Further, the recoirement thut the taxpayer be prepare a financial report and he
reqquired by law to have it aodited m acoordsnee with auditing standards is, we onderstend, alsa
relevant o the head compeny of 4 e conselidated group.

We wouold request thal Treasury recongider the reguireient hat oo applying the relevaol sleclive
methunds, the laxpever be requited under Jaw ta prepare finuncial reports aadited in accordance wilh
the auditing standards, We sceopmise that from an bite2 ity perspective i may be necessary in
allowing an elective method 1o apaly that the accounts be prepated under acenunting standards.
Howevar, the ndditional requinsirent that thev be requited by law 1o be audited is, in gur view,
unnecessary ard in the context of cormplex tax consolidated groups makes the 2lective matheds
wworkable, The reasons for this are discussed befow.

There are a nuamber of types of entilics and growps that would fall ander the TOTA rules but may
a0l be requived by the Corpuorarions Act to avepare oudited {naacial slatements. For exampls:

v Consoldated Dpancial statements {01 related MECs;
*  LEntities within g groep which are subject to 2 deed of crogs guarantee under Class Order
D81418 where the procp ineludss tanre "han one Gxpayer /lax consalidated wroup;

These points have heen discussed in further detail below,
MECs

Where 4 numbeor of relazed entities which arc subjest te esommen foreign control exist in Ausiraiia,
edcl head entry poani s required to have conaodadaled Foomcial statemenis, There 1w me scope
under ke Corparations Acl, or AASE 127 Comrelfdated wmd Soporie Finunsiod Stutemens to
combine Australion MECs which may be parl of the one tax consolideted sroup,

AASE 127 requires thai a group prepare consnbidaled fnancizl statcments, howevar dzfines [
oy a8 Ua parend and off s subsidiorfes . Based on this definilion, Tnancial strements
canmod e paeprired 1n aecordence with Aydralon Fguivelents jo Inlemational Fnaneial Reporing
Standards,

On ilis basis, tax consolidated gronps would be precluded from makiag certain TP A slections
which roguim audiied financial stetamenis,

Crong Guaranige

A A cosl saving measure, enlilies within g consolidalad goup may enler e @ deed ol eross
guaranize oF cherr debils and con comseguomly obtain rebef Jom preparng finaneial statemenss [or
subaidiaries.

Where o conselidated group which has elected to apply CO 98/141E has a number of tax
counsobidated proups, thers is no legal requirerient to prepare sub-consolidated ligancial statements



aligning 10 those tax groups. Oncchis basis, 2 consoadared groups would be precluded from
making certain TOFA clecions which requize audited {nancial statements.

I ihe TOEFA legislation iz enacled uz provided in tae Exposore Draft GE svd other coraplex MIC
groups will e unable to take advantage of several imporiant clestions that atempt W mors ¢osely
iliem the rax with ibe accounlicg results, This would provide o resull wwonsistent witl ie oversld
ohjoet uf 1he provisions ws ewlined i proposa scolion 230410,

Fropmsed salnticn

It i proposed that the fmal legslaton not inciude #n elechon regquircmen| that the faxpayer he
requited by law (o prepare finaneial repests required by a faw 1o be andited in accordanee with
anddining stapdards in cerlsin citcomstances. These circuurstances would be where the tax
consolidated mroup s made up of elimblz tier [ antities ond theer subaidiaries wineh themeeives
prepare consolidated accouatd i accordanee with accouniing standards or entities which arz
relivved ram preparing accuunts under C0 9371418 ond would have been reguived to prepare such
accouits i the absence of this Class Ourder applving.

Tt ooz view tis amendment would maingain the integrity of the rules and ensurs the glections
remained workahle in the case of eomples gmoups having mnltiple ectey points inlo Ausiralia.

mhould wouw have any queries oo wish o discwss any aspecl of (hig submission please do not hesitaie

to oall me on 03 GL2E 6513,

Y ours sincerely

J’jgfrlf/ﬂ%-e{.&f-""t

Chris Wanderiloy
{hiel Finaneial OHcer



