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Taxation Ruling

Income tax: business related capital
expenditure — section 40-880 of the Income
Tax Assessment Act 1997 core issues

0 This publication provides you with the following level of
protection:

This publication (excluding appendixes) is a public ruling for the purposes of
the Taxation Administration Act 1953.

A public ruling is an expression of the Commissioner’s opinion about the way
in which a relevant provision applies, or would apply, to entities generally or
to a class of entities in relation to a particular scheme or a class of schemes.

If you rely on this ruling, the Commissioner must apply the law to you in the
way set out in the ruling (unless the Commissioner is satisfied that the ruling
is incorrect and disadvantages you, in which case the law may be applied to
you in a way that is more favourable for you — provided the Commissioner is
not prevented from doing so by a time limit imposed by the law). You will be
protected from having to pay any underpaid tax, penalty or interest in
respect of the matters covered by this ruling if it turns out that it does not
correctly state how the relevant provision applies to you.

[Note: This is a consolidated version of this document. Refer to the Tax
Office Legal Database (https://www.ato.gov.au/law) to check its currency
and to view the details of all changes.]

What this Ruling is about

1. This Ruling sets out the Commissioner’s views on the
interpretation of the operation and scope of section 40-880 of the
Income Tax Assessment Act 1997 (ITAA 1997).

2. It considers aspects of section 40-880 of the ITAA 1997 by
identifying the key issues which need to be resolved to establish
entitlement to a deduction under the provision.

3. All references in this Ruling are to the ITAA 1997 unless
otherwise indicated.
4. This Ruling specifically considers:
o the type of expenditure to which section 40-880
applies;
o the nexus required for capital expenditure to be ‘in

relation to’ a current, former or proposed business;

o the requirement that the business be carried on for a
taxable purpose; and

o limitations and exceptions to a deduction.
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Background
5. Prior to 1 July 2001, a range of business related capital

expenditures, referred to as ‘blackhole expenditure’ had not been
recognised appropriately for tax purposes.

6. The former section 40-880 was introduced to allow a five-year,
straight-line write-off for a number of specific types of business
related capital expenditure which had not previously received relief in
the tax system (such as the costs of raising equity, of establishing,
converting or winding up a business structure and of defending
against takeovers).

7. It applied to costs incurred on or after 1 July 2001 and on or
before 30 June 2005. Capital expenditure which was not one of the
seven types specified in the former section 40-880 remained
unrecognised by the tax system.

8. Tax Laws Amendment (2006 Measures No. 1) Act 2006
repealed the former section 40-880 and replaced it with the current
provision which applies to business related capital expenditure
incurred on or after 1 July 2005.

9. In contrast to the former section 40-880, the current provision
is expressed in mare general terms. It includes and extends the types
of expenditure specified in the former section 40-880.

10. The following key concepts apply in relation to the current
section 40-880:

. It is a provision of last resort. In other words,
section 40-880 only applies to expenditure if no other
provision allows or denies a deduction or otherwise
takes the expenditure into account.

o The expenditure must be capital expenditure which is
business related. This excludes revenue expenditure
and non-business expenditure such as expenditure
relating to occupation as an employee or to passive

investment.
o The expenditure must be incurred on or after
1 July 2005.
o If the expenditure relates to an existing business then

the entity that incurs the expenditure is only entitled to
a deduction if they are carrying on that business.

o The business in relation to which the taxpayer incurs
the expenditure is not limited to the taxpayer’s existing
business. The expenditure may relate to a former or
proposed business, or to the liquidation, deregistration
or winding up of a company, partnership or trust that
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carried on a business and of which the taxpayer was a
member, a partner or a beneficiary.

o The expenditure which the taxpayer incurs must relate
to a business to the extent to which that business is
carried on for a ‘taxable purpose’.

o The eligibility for a deduction is determined, once and
for all, as at the time the expenditure is incurred. There
is no need to test in subsequent years whether that
expenditure is eligible.

o The expenditure is allowed as a straight-line write-off
over five years and the expenditure is not apportioned
if it is incurred part way through the year.

o A deduction of more than one fifth of the expenditure
cannot be claimed in any particular income year.

o Only the entity that incurs the expenditure qualifies for
the deduction.

o Once eligibility is established a number of limitations
and exceptions may apply to limit the amount
deductible or to deny a deduction.

11. Further, other provisions in the tax laws may operate to defer
or deny a section 40-880 deduction, for example, Divisions 35
and 85.

Ruling

The expenditure must be incurred on or after 1 July 2005 and
must be business related capital expenditure

12. There is no statutory definition of the term ‘incurred’ however
the principles established by case law regarding the meaning of the
word ‘incurred’ in section 8-1 also apply to section 40-880. In other
words, a taxpayer incurs expenditure at the time they owe a present
money debt that they cannot avoid paying.

13. The expression ‘capital expenditure’ is also not a defined
term. Whether expenditure is capital in nature is determined on the
facts of each particular case having regard to the principles
established by case law. Merely because expenditure fails the
positive limbs of section 8-1 does not necessarily mean that it will be
capital expenditure.

14, Subiject to the specified limitations and exceptions,
paragraphs 40-880(2)(a) to 40-880(2)(c) allow a taxpayer to deduct
capital expenditure they incur if it is ‘in relation to’ a business:

. currently carried on by them;

o formerly carried on by them or by another entity; or
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. proposed to be carried on by them or by another entity.

15. The expression ‘in relation to’ denotes the proximity required
between the expenditure on the one hand and the former, current or
proposed business on the other. For capital expenditure to be ‘in
relation to’ a business, there must be a sufficient and relevant
connection between the expenditure and the business.

16. The closeness of the association or connection must
objectively support the conclusion that the capital expenditure is a
business expense of the particular business.

17. Whether capital expenditure is truly business expenditure is
determined by the facts. If the facts show that the expenditure
satisfies the ends of the relevant business, it will have the character
of business expenditure.

18. Capital expenditure that has the essential character of
business expenditure also includes expenditure on activities that
prepare for the commencement of the business.

19. Business related capital expenditure does not include
expenditure relating to non-business activities such as passive
investment. Occupation as an employee is generally a non-business
activity (although earning income under a contract of employment
can, in limited circumstances, form part of a business).

The relevant business

20. Subsection 40-880(2) requires identification of the business in
relation to which the relevant capital expenditure was incurred. The
word ‘business’, as defined at subsection 995-1(1), is used
throughout section 40-880. The nature and scope of a business for
the purposes of the section is a question of fact in each case.

21. The reference in paragraph 40-880(2)(a) to ‘your business’ is
a reference to the taxpayer’s overall business rather than a particular
undertaking or enterprise within the overall business. Similarly, where
the taxpayer is the head company of a consolidated group, ‘your
business’ refers to the overall business of the head company.

22. In contrast, paragraphs 40-880(2)(b) and 40-880(2)(c), which
concern a former business and a proposed business, could refer to
an overall business or a business activity which is an element or
aspect of the taxpayer’s overall business. This is also the case with
the head company of a consolidated group.

Expenditure which serves more than one purpose or object

23. Determining the amount allowable as a deduction under
section 40-880 is a multi-step process. The first step is to determine
initial entitlement under subsection 40-880(2). Once entitlement is
established, the limitations in subsections 40-880(3) and 40-880(4)
and the exceptions in subsection 40-880(5) must be considered.
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24. The use of the expression ‘to the extent that’ in

subsections 40-880(3), 40-880(4) and 40-880(5) indicates that an
apportionment may be required when applying those subsections. In
contrast, subsection 40-880(2) does not contain the expression ‘to the
extent that’. However, in the Commissioner’s view the absence of the
expression ‘to the extent that’ in subsection 40-880(2) does not
prevent an apportionment of expenditure on a single thing or service
which serves more than one purpose or object. This is equally so
whether the thing or service serves distinct and separate purposes or
objects, or whether the thing or service serves two or more purposes
or objects indifferently.

25. The basis for any such apportionment must be fair and
reasonable.

The deduction is limited by the extent to which the taxpayer’s
current business is, a former business was or a proposed
business is to be carried on for a taxable purpose

26. Subsections 40-880(3) and 40-880(4) both contain a ‘taxable
purpose test’ which applies to the expenditure identified in
subsection 40-880(2) by reference to the extent to which it relates to
carrying on the business for a taxable purpose. In other words, the
expenditure identified in subsection 40-880(2) is deductible only to
the extent that it relates to so much of the business that is, was or will
be, carried on for a taxable purpose.

27. If the expenditure relates to the whole of the business but part
of the business is carried on to derive exempt income or
non-assessable non-exempt income then to that extent the
expenditure will not be deductible. If the expenditure relates solely to
that part of the business carried on to derive assessable income,
however, the whole of the expenditure will be deductible. On the other
hand, if the business is carried on to derive exempt income or
non-assessable non-exempt income only then none of the
expenditure is deductible under subsection 40-880(2).

Example 1

28. D Coy carries on a manufacturing business in Australia and is
also the holding company of a number of overseas subsidiaries. The
income it derives from manufacturing is assessable income. It also
derives dividends, which are non-assessable non-exempt income
under section 23AJ of the Income Tax Assessment Act 1936

(ITAA 1936), from its overseas subsidiaries. The proportion of its
assessable income to total income for all foreseeable years is 50%.

29. D Coy decides to cease manufacturing in Australia. Prior to
terminating its manufacturing activities, it incurs capital expenditure to
close down those activities.
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30. D Coy’s business, for the purposes of subsection 40-880(2), is
its overall business of being a holding company and a manufacturer.

31. As the expenditure is incurred exclusively for a part of D Coy’s
business that was carried on for a taxable purpose, pursuant to
subsection 40-880(3), it is fully deductible under

subsection 40-880(2).

Example 2

32. A Coy and B Coy decide to establish a retail business to be
carried on in partnership. A Coy (but not B Coy) incurs capital
expenditure in relation to the proposed business. When the
expenditure is incurred, it is proposed that, for the foreseeable future,
the business will be carried on wholly for a taxable purpose.

33. No apportionment of A Coy’s expenditure is required under
subsection 40-880(3) as the business is proposed to be carried on
wholly for a taxable purpose.

34. Neither the legislation nor the extrinsic material sets out a
particular methodology to determine the extent to which a business is
carried on for a taxable purpose or not. In the absence of a
prescribed method, however, the Commissioner will accept an
apportionment made on a fair and reasonable basis.

35. As a general rule, the extent to which a business is, was or is
proposed to be, carried on for a taxable purpose is determined by
comparing the amount of any exempt income and non-assessable
non-exempt income the business has derived or will derive with total
income (that is, assessable income plus exempt income plus
non-assessable non-exempt income). This percentage is then applied
to the amount of expenditure to reduce the deduction.

Example 3

36. J Coy is a holding company and manufacturer which incurs
capital expenditure to remove a disruptive board member. The
expenditure relates indifferently to all its business activities.

37. J Coy’s relevant business for the purposes of applying the
taxable purpose test in subsection 40-880(3) is its overall business.

38. For the foreseeable future, 50% of its income will be
assessable income derived from a business activity in Australia. The
other 50% of its income will be non-assessable non-exempt income.

39. As the expenditure relates to the whole of the business
indifferently, pursuant to subsection 40-880(3), only 50% of the
expenditure will be deductible under subsection 40-880(2).
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40. However, a comparison of non-assessable non-exempt and
exempt income with total income may not always be the most
relevant method of apportionment — particularly, if an integral part of
the business activities is not for the purpose of gaining or producing
any income, assessable or otherwise.

41. The taxable purpose of the business is tested as at the time
the expenditure is incurred. Where expenditure is incurred for an
existing or proposed business, the test takes into account all known
and predictable facts about the taxable purpose of the business in
future years — not just in the year the expenditure is incurred or the
years for which a deduction under section 40-880 is sought.

Example 4

42. M Coy, a resident taxpayer incurs capital expenditure to raise
equity to acquire a discrete off-shore enterprise from which M Coy will
derive only non-assessable non-exempt income by way of dividends.
However, the acquisition is delayed for two years during which M Coy
invests the equity on-shore in return for assessable interest income.

43. In circumstances such as these, where dividends would be a
discretionary matter for the directors of the off-shore enterprise, a fair
and reasonable approach to determine the extent to which the capital
expenditure is deductible would be to apportion it on a temporal
basis. That is, to compare the two years of the on-shore investment
against the anticipated duration of M Coy’s investment in the
off-shore enterprise.

44, In contrast to the taxable purpose test for current and
proposed businesses, the taxable purpose test for a former business
is applied to the period which reasonably reflects the taxable purpose
of the former business. Generally, the Commissioner will accept that
a period of five years before the taxpayer permanently ceased
operating the business will give a reasonable reflection.

Expenditure which forms part of the cost of land

45, Paragraph 40-880(5)(c) provides that the taxpayer cannot
deduct expenditure they incur to the extent that it forms part of the
cost of land. This paragraph excludes from deductibility expenditure
incurred to acquire land in the relatively uncommon situation where
the cost of acquiring land does not form part of the cost base or
reduced cost base of the land. This can occur if the amount is
incurred to acquire the freehold title to land for someone other than
the taxpayer.
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Expenditure in relation to a lease or other legal or equitable right

46. Paragraph 40-880(5)(d) provides that the taxpayer cannot
deduct expenditure they incur to the extent that it is in relation to a
lease or other legal or equitable right.

47. The existence of paragraphs 40-880(5)(a) and 40-880(5)(f)
and section 25-110 mean that paragraph 40-880(5)(d) has limited
practical application. It applies to expenditure incurred on or after

1 July 2005 that has a sufficient and relevant connection to a lease or
right held by an entity other than the taxpayer. The ‘rights’ in question
do not include all legal rights but only those similar to leases in that
they give the taxpayer a right to exploit the asset with which the right
is associated. In other words, the right is carved out of an asset but
falls short of full ownership of the asset. Examples of such rights
include profits a prendre, easements and other rights of access to
land. The rights however are not limited to rights associated with land.

Expenditure that could be taken into account in working out the
amount of a capital gain or capital loss from a CGT event

48. In most cases, capital proceeds and cost base (or reduced cost
base) are taken into account in working out the amount of a capital
gain or capital loss from a CGT event. Therefore, capital expenditure
which reduces capital proceeds from a CGT event or forms part of the
cost base (or reduced cost base) of a CGT asset could be taken into
account in working out the amount of a capital gain or capital loss from
a CGT event for the purposes of paragraph 40-880(5)(f).

49, Where the expenditure is not reflected in the net capital gain
included in the taxpayer’s assessable income for the income year in
which the CGT event happened because, for example, the
amendment period under section 170 of the ITAA 1936 has expired
without the expenditure actually having been taken into account, this
does not mean that the expenditure could not be taken into account.

50. In the context of section 40-880 the words of

paragraph 40-880(5)(f) do not require that the capital expenditure be
actually taken into account in working out a capital gain or capital
loss, or that the capital gain or capital loss worked out be actually
taken into account in working out the net capital gain included in the
taxpayer’s assessable income — that is a separate process. If the
words were interpreted otherwise expenditure which should receive
CGT treatment could inappropriately become a revenue deduction.
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Expenditure incurred in relation to gaining or producing exempt
income or non-assessable non-exempt income

51. Where expenditure is incurred in relation to gaining or
producing exempt income or non-assessable non-exempt income and
an apportionment is required under subsection 40-880(3) or 40-880(4)
(because the relevant business or aspect of the business was not
carried on wholly for a taxable purpose) this does not mean that the
section 40-880 deduction is reduced twice.

52. The interaction of subsection 40-880(3) or 40-880(4) and
paragraph 40-880(5)(j) results in only one reduction (under these
respective provisions) to the amount that a taxpayer can deduct

under section 40-880.

Other provisions that may affect the taxpayer’s section 40-880
deduction

Non-commercial losses

53. If the taxpayer is an individual taxpayer (operating either alone
or in partnership) the non-commercial loss provisions in Division 35
may apply to defer deductions for expenditure they incur in relation to
a business they carry on or propose to carry on.

54. Where the taxpayer has incurred business capital expenditure
in relation to a former business and the activity does not satisfy the
commerciality tests or the Commissioner does not exercise his
discretion not to apply the rule in subsection 35-10(2), the

section 40-880 deduction will be denied rather than deferred."

Personal services income

55. Under the personal services income rules, an individual
carrying on a business which generates personal services income but
does not meet the ‘personal services business tests’ and does not
have a ‘personal services business determination’ from the
Commissioner, will not be regarded as conducting a personal
services business. Therefore, under section 85-10, they will be
prevented from deducting any amount under the Act, including
section 40-880, that an employee could not deduct in relation to their
personal services income.

56. However, a taxpayer that is a ‘personal services entity’
(company, partnership or trust) which carries on business and is in
receipt of personal services income may be entitled to a deduction
under section 40-880, even though it does not meet any of the
‘personal services business tests’ and has not received a ‘personal
services business determination’.

! Subsection 35-10(2A).
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Date of effect

57. This Ruling applies to arrangements begun to be carried out
from 1 July 2005 except insofar as a view in this Ruling differs from
that in an Australian Taxation Office Interpretative Decision (ATO ID)
mentioned in the following paragraph. Where a view in this Ruling
differs from that in the ATO ID, the Ruling applies from

8 December 2010.

58. The ATO view on most of the matters covered by this Ruling
was stated in a number of ATO IDs. This Ruling is consistent with
those ATO IDs in most respects. However, when this Ruling issued
as a draft, the views in ATO ID 2007/94, ATO ID 2009/37 and

ATO ID 2009/84 were altered.? Accordingly, those particular ATO IDs
were withdrawn with effect from the date of issue of the draft Ruling.
In addition, this Ruling is not consistent with the view expressed in
ATO ID 2003/788 (withdrawn) about capital expenditure incurred to
restore leased premises to the condition they were in at the start of
the lease. That ATO ID and the reason for its withdrawal could
reasonably have conveyed a view of the law contrary to the view
expressed in this Ruling. Therefore, to the extent that this Ruling
differs from the view in ATO ID 2003/788 (withdrawn) this Ruling
applies from 8 December 2010. The remaining ATO IDs on matters
covered by this Ruling are withdrawn with effect from the date of
release of this Ruling as they are redundant.

Commissioner of Taxation
30 November 2011

% The ATO view in ATO ID 2009/37 (withdrawn) is altered by paragraph 45 of this
Ruling. The ATO view in ATO ID 2007/94 (withdrawn) and ATO ID 2009/84
(withdrawn) is altered by paragraphs 23 to 25 of this Ruling.
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Appendix 1 — Explanation

0 This Appendix is provided as information to help you
understand how the Commissioner’s view has been reached. It does
not form part of the binding public ruling.

59. The object of section 40-880 is to allow a deduction over five
years for certain business capital expenditure, incurred on or after
1 July 2005, if:

. it is not otherwise taken into account or denied
deduction by some other provision; and

o the business is, was or is proposed to be carried on for
a taxable purpose.

60. A number of tests about the expenditure must be satisfied to
initially establish an entitlement to a deduction. The provision then
limits and excludes the amount of expenditure the taxpayer can deduct
by imposing further tests on the expenditure and the business itself.

The expenditure must be incurred by the taxpayer on or after
1 July 2005

61. The current section 40-880 only applies to business related
capital expenditure which is incurred on or after 1 July 2005.

62. There is no statutory definition of the term ‘incurred’. As a
broad guide, the taxpayer incurs an outgoing at the time they owe a
present money debt that they cannot avoid paying.

63. The courts have been reluctant to attempt an exhaustive
definition of a term such as incurred. However, Taxation Ruling

TR 97/7 Income tax: section 8-1 — meaning of ‘incurred’ — timing of
deductions sets out the following principles developed by case law to
help determine whether and when expenditure has been incurred:

(a) a taxpayer need not actually have paid any money to
have incurred expenditure provided they are definitively
committed. Accordingly, expenditure may be incurred
even though it remains unpaid, provided the taxpayer is
‘completely subjected’ to the obligation to pay. That is,
subject to the principles set out below, it is not sufficient if
the liability is merely contingent or no more than pending,
threatened or expected, no matter how certain it is that
the expenditure will be incurred in the future. It must be a
presently existing liability to pay a pecuniary sum;

(b) a taxpayer may have a presently existing liability, even
though the liability may be defeasible by others;

(c) a taxpayer may have a presently existing liability, even
though the amount of the liability cannot be precisely
ascertained, provided it is capable of reasonable
estimation (based on probabilities);
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(d) whether there is a presently existing liability is a legal
guestion in each case, having regard to the
circumstances under which the liability is claimed to
arise; and

(e) in the case of a payment made in the absence of a
presently existing liability (where the money ceases to
be the taxpayer’s funds) the expense is incurred when
the money is paid.

The expenditure must be capital in nature

64. The expression ‘capital expenditure’ is not a defined term.
Whether expenditure is capital in nature is determined on the facts of
each particular case having regard to the principles established by
the case law.

65. Merely because expenditure fails the positive limbs of
section 8-1 will not necessarily mean that it will be capital
expenditure.

66. The classic test for determining whether expenditure is of a
capital or revenue nature is explained in the following passage from
the judgment of Dixon J in Sun Newspapers Ltd. and Associated
Newspapers Ltd. v. Federal Commissioner of Taxation (1938) 61
CLR 337; (1938) 5 ATD 23; (1938)1 AITR 403 (Sun Newspapers):

There are, | think, three matters to be considered, (a) the character
of the advantage sought, and in this its lasting qualities may play a
part, (b) the manner in which it is to be used, relied upon or enjoyed,
and in this and under the former head recurrence may play its part,
and (c) the means adopted to obtain it; that is, by providing a
periodical reward or outlay...

67. The character of the advantage sought provides important
direction. It provides the best guidance as to the nature of the
expenditure as it says the most about the essential character of the
expenditure itself. This was emphasised in the decision of the High
Court in G.P. International Pipecoaters v. Federal Commissioner of
Taxation (1990) 170 CLR 124; 90 ATC 4413; (1990) 21 ATR 1.

68. If expenditure produces some asset or advantage of a lasting
character for the benefit of the business it will be considered to be
capital expenditure. As stated in Sun Newspapers at 355 per Latham
J, an enduring benefit does not require that the taxpayer obtain an
actual asset, it may be a benefit which endures, in the way that fixed
capital endures. Menzies J in John Fairfax & Sons Pty Ltd v. Federal
Commissioner of Taxation (1959) 101 CLR 30; (1959) 11 ATD 510;
(1959) 7 AITR 346 concluded that a capital expense can also result in
the reduction of capital. In Foley Brothers Pty Ltd v. FC of T (1965) 13
ATD 562; (1965) 9 AITR 635, outgoings incurred for the purpose of
altering the organisation or structure of the profit-yielding subject
(including its demise) were considered to be of a capital nature.
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The capital expenditure must be business related

69. Under paragraphs 40-880(2)(a), 40-880(2)(b) and
40-880(2)(c), the taxpayer can deduct capital expenditure they incur if
it is in relation to their business, or in relation to a business that used
to be carried on or is proposed to be carried on.

70. The expression ‘in relation to’ denotes the proximity required
between the expenditure on the one hand and the former, current or
proposed business on the other. Establishing that the expenditure is
in relation to the relevant business is the threshold step in
determining whether the expenditure can be deducted under one of
these paragraphs.

71. Subsection 40-880(1) describes the object of section 40-880
to make certain business capital expenditure deductible over five
years. The expression ‘business capital expenditure’ connotes capital
expenditure that has the essential character of business expenditure.
This is confirmed by paragraph 2.25 of the Explanatory Memorandum
to the Tax Laws Amendment (2006 Measures No. 1) Bill 2006 (‘2006
Explanatory Memorandum’) which notes:

The provision is concerned with expenditure that has the character of
a business expense because it is relevantly related to the business.

72. The use of the expression ‘in relation to’ in

subsection 40-880(2) rather than ‘in carrying on’ or the preposition
‘on’ to qualify the closeness of the required connection indicates that
Parliament intended there to be greater latitude in the connection that
needs to exist.

73. In contrast, for expenditure to be deducted under the second
positive limb of section 8-1, it must be incurred in carrying on a
business. To satisfy this requirement, the outgoing must have the
character of a working or operating expense of the entity’s business
or be an essential part of the cost of its business operations. In John
Fairfax & Sons Pty Ltd v. FC of T (1958-9) 101 CLR 30 Menzies J
stated at page 49:

...there must, if an outgoing is going to fall within its terms, be found
(i) that it was necessarily incurred in carrying on a business; and (ii)
that the carrying on of the business was for the purpose of gaining
assessable income. The element that | think is necessary to
emphasise here is that the outlay must have been incurred in the
carrying on of a business, that is, it must be part of the cost of
trading operations.

74. The test under the second positive limb of section 8-1 is
therefore a more demanding test requiring a more immediate or direct
link between the expenditure and the process of operating the
business than a connection that qualifies the expenditure as being ‘in
relation to’ a business.

75. The words ‘in relation to’, whilst positing a test that is not as
strict as ‘in carrying on’ however indicate that the expenditure in
guestion is sufficiently relevant to the b