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Addendum 
Taxation Ruling 
Income tax:  deductibility of expenditure on a commercial 
website 
 

This Addendum is a public ruling for the purposes of the Taxation Administration Act 1953. It 
amends Taxation Ruling TR 2016/3 to correct the flowchart in Appendix 2 that refers to the 
draft Ruling and cross references paragraphs from the draft Ruling, and updates other details. 

 

TR 2016/3 is amended as follows: 
1. Content table 
Omit the table; substitute: 

Contents Para 
LEGALLY BINDING SECTION: 
What this Ruling is about 1 
Previous rulings 3 
Ruling 5 
Date of effect 153 
NOT LEGALLY BINDING 
SECTION: 
Appendix 1:  
Explanation 154 
Appendix 2: 
Website development 
costs Page 41 
Appendix 3: 
Detailed contents list 247 

 

2. Paragraph 47 
Omit footnote 9. 

 

3. Paragraph 224 
Omit footnote 32. 
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4. Paragraph 231 
Omit table. 

 

5. Paragraph 233 
Omit the word including the brackets ‘(flowchart)’; substitute ‘– Website development costs’. 

 

6. Appendix 2 – Flowchart 
Omit Appendix 2 including the heading; substitute: 

 

Appendix 2 – Website development costs 
Notes/qualifications 
1. The expenditure is not research and development expenditure to which Division 
355 applies. 

2. The expenditure is solely for business purposes (taxable purposes) and not 
related to the production of exempt/NANE income. 
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Deductible under section 8-1 
Includes: 
• Ongoing expenses of running and maintaining a 

website, including periodic domain name registration 
and servicer hosting, and 

• the cost of licencing ‘off-the-shelf’ software periodically 

Yes 

The expenditure is deductible over 5 years  
(0%, 30%, 30%, 30%, 10%) (section 40-455) 

No 

Content with inherent value and right to use domain name 
separate to website.  Treatment varies. 

No 

Yes 

Yes 

No 

Is the expenditure a revenue expense? 
(paragraphs 11 to 39 of this Ruling) 

Is the expenditure ‘in-house software’ (IHS)? 
(section 995-1 and paragraphs 41 to 46  

of this Ruling) 

Is the expenditure to develop IHS which you have 
chosen to allocate to a software development pool? 

(section 40-450 and subsection 328-175(7)) 
 

Yes 

The effective life is 5 years  
(subsection 40-95(7) table item 8) 

The expenditure is on an enhancement to bring 
the IHS to its current condition. It is added to the 
first element and deducted over the remaining 

life of the IHS. 
(second element cost under section 40-75 and 

section 40-190) 

Yes 

Expenditure exceeds threshold 
The expenditure is deductible under general small 

business pool provisions (15% diminishing value in year 
first held, then 30% each year thereafter) 

(first and second element costs under 
sections 328-185 and 328-190) 

The expenditure is deductible under the 
general small business pool provisions (15% 
diminishing value in year first held, then 30% 
each year thereafter) and the cost is treated 

as the asset’s adjustable value 
(subsection 328-180(4) and 

sections 328-185 and 328-190) 

No 

No 

No 

Yes 

Yes 

Yes Yes 

Yes 

No 

The expenditure is deductible in the income  
year incurred  

(section 328-180) 

Have you chosen to use the small business 
depreciation rules?  

(subsection 328-175(1)) 
 

Is the expenditure on new IHS, not an 
enhancement to existing IHS? 

(section 40-180) 
 

Is the expenditure less than the instant asset  
write-off threshold?  

(subsection 328-180(1)) 
 

Is the expenditure new IHS 
 (not an enhancement to existing IHS)?  

(subsections 328-175(7) and (8)) 
 

Have you previously incurred expenditure to enhance the 
(original) IHS for which you could claim an instant asset 

write-off?  
(paragraph 328-180(3)(b)) 

Did you start to use the (original) IHS in an earlier 
 income year?  

(paragraph 238-180(2)(b)) 

Is the sum of this expenditure and the 
adjustable value of the (original) IHS less 
than the instant asset write-off threshold?  

(subsection 328-180(2)) 

No 

No 
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7. Appendix 3 – Detailed contents list 
Omit ‘Appendix 2 – Flowchart’; substitute ‘Appendix 2 – Website development costs’. 

 

This Addendum applies on and from 14 December 2016. 

 

 

Commissioner of Taxation 
24 October 2018 
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