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plex structure through careful policy-orientated choices.
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PREFACE

Income tax law in general treats a company as a separate taxable unit,
reflecting an application of the traditional separate entity doctrine.
However, the rise of corporate groups in the last century poses a serious
challenge to the doctrine and demands a paradigm shift. The tax consoli-
dation regime is an increasingly common response of the tax law to the
challenge, representing an application of the enterprise doctrine under
which a corporate group is treated as one single taxable unit. This book
aims to improve the understanding of the design and implementation of
consolidation regimes by undertaking a comparative study of the regimes
in eight countries, namely Australia, France, Italy, Japan, the Netherlands,
New Zealand, Spain and the United States. These eight countries are all
the countries in the world that, by the end 0of 2009, have introduced a con-
solidation regime in their income tax systems.

This book analyses and compares alternative policy options adopted
in the eight countries for ten key structural elements of a consolidation
regime, with the intention of searching for a model regime. The compara-
tive analysis also aims to answer the following tax policy question: does a
stronger application of the enterprise doctrine necessarily imply a better
consolidation regime on policy grounds?

This book provides the first comprehensive comparative analysis of the
consolidation regimes in the eight countries. The findings of this study
should be useful for tax policy makers to design a new consolidation
regime, as well as to refine existing consolidation regimes.

I am forever indebted to Richard Vann, without whose mentorship
and inspiration this book would never have been completed. My research
interest in consolidation regimes was inspired by a lecture delivered by
Peter Harris, to whom I acknowledge my sincere gratitude. I am deeply
grateful for the critiques and comments of Cynthia Coleman and Daniel
Ho on earlier drafts of the book.

Finally, I would like to thank my wife, Florence and my daughter, Joanne,
for their support, encouragement and forbearance over the past few years.
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Bloc group A corporate group consisting of group members
resident in a bloc of participating countries
Consolidation A group taxation regime under which a corporate
group files a consolidated tax return, allowing both
intra-group loss offset and tax free intra-group asset
transfer
Country group A corporate group consisting of group members

resident in a country

The incidence of a consolidated group ceasing
consolidation and every group member is treated as a
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The parent company in a consolidated group

The tax attribute of a group taxation regime that allows
tax free transfer of assets within a corporate group
without the need of a corporate restructure

The time when a subsidiary joins a consolidated group
The time when a subsidiary leaves a consolidated group
The doctrine under which a company is treated as a
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ITAA 1997
LIS

May 2002 Consolidation Act

Reg.
TUIR

Vpb

Code général des impo6ts (“General Tax Code”
of France)

Corporation Tax Act (Japan)

Wet op de inkomstenbelasting 2001 (“Personal
Income Tax Act of 2001” of the Netherlands)

Internal Revenue Code (the United States)

Income Tax Act 2007 (New Zealand)
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Income Tax Assessment Act 1997 (Australia)
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ADI Authorised deposit-taking institution
AF Available fraction
ATO Australian Taxation Office
CCCTB Common Consolidated Corporate Tax Base
CFC Controlled foreign company
CNOL Consolidated net operating loss
EC European Commission
ECJ European Court of Justice
EM Explanatory Memorandum
EU European Union
FA Formulary apportionment
FTC Foreign tax credit
GDP Gross domestic product
IFRS International Financial Reporting Standard
IRD Inland Revenue Department (New Zealand)
IRS Internal Revenue Service (United States)
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Nz New Zealand
OECD Organisation of Economic Co-operation and Development
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SER Single entity rule
SRLY Separate return limitation year
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TD Tax Determination
TR Tax Ruling
UK United Kingdom
uUsS United States
VAT Value added tax
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