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1 Introduc+on 
 
In this paper, we will consider the Commissioner’s main ruling on claiming these expenses, 
the legisla+on rela+ng to denying certain self-educa+on expenses, look at the 
commissioner’s guidance and opinions on the mader, consider the most recent case, and 
also look at some difficult ques+ons that arise like… 
 

1. Does holidaying before or aAer a work conference effect the deduc+bility of the 
airfare? 

2. Can I claim a deduc+on for my course if I fund it using FEE-HEP? 
3. When can I claim a deduc+on for my expensive MBA? 
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2 The ruling that every case, private ruling and audit references: 
TR 98/9 

 

 
 
Self-educa+on expenses, like many other expenses, are deduc+ble under the general 
deduc+on provision in sec+on 8-1 of the ITAA 1997. Therefore, self-educa+on expenses are 
deduc+ble only where they have a relevant connec+on to the taxpayer's current income-
earning ac+vi+es. 
 
Therefore, according to Taxa+on Ruling TR 98/9, which is quoted in every case and private 
ruling on self-educa+on expenses, we need to show one of two things… 
 

• If a taxpayer's income-earning ac+vi+es are based on the exercise of a skill or some 
specific knowledge, then the subject of self-educa+on enables the taxpayer to 
maintain or improve that skill or knowledge. 

 
This could include: 
 

o A senior government architect on an overseas tour devoted to the study of 
architecture (FC of T v. Finn (1961) 106 CLR 60) 

o A flight engineer genng light aircraA flying lessons leading to a private pilot's 
licence (Studdert (1991) 22 ATR 762) 

o A trainee accountant studying commerce part-+me at university (example in 
TR 98/8) 

o A senior newspaper journalist, whose du+es involved interviewing people for 
feature ar+cles and making presenta+ons to poten+al adver+sers 
undertaking a speech course (AAT Case 8419 (1992) 24 ATR 1183) 

o But not self-improvement or personal development courses generally, 
including where a company director, was having difficulty coping with work 
due to stress adends a course in stress management(example in TR 98/8) 

 
• That  the study of the subject of self-educa+on objec+vely leads to, or is likely to lead 

to, an increase in a taxpayer's income from his or her current income-earning 
ac+vi+es in the future. 
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This could include: 

 
o A primary school teacher gaining a Teacher's Higher Cer+ficate (FC of T v. 

Hatched (1971) 125 CLR 494)  
o A computer salesman taking six months leave without pay to undertake a 

business administra+on course with an agreement with his employer that, 
upon successful comple+on of the course, he will be promoted to an assistant 
manager posi+on with his current employer (example in TR 98/9) 

 
No deduc+on is available for: 
 

• Study that will enable a taxpayer to get employment; 
 

• Study that will enable a taxpayer to obtain new employment; or 
  

• Study that will enable a taxpayer to open up a new income-earning ac+vity.  
 
These expenses are incurred at a point too soon to be regarded as incurred in gaining or 
producing assessable income. This could include the following examples from TR 98/9: 
 

• Work placement during study… Stuart wants to be the manager of an hotel and 
enrols in a hotel management course, one semester of which involves an industry 
placement to gain work experience. Stuart is placed with a major hotel where he 
gains experience in all facets of hotel management, including catering, housekeeping 
and bar work. A deduc+on is not allowable because the study is designed to get 
Stuart employment as a hotel manager, not derive income from work experience.  

 
• Holiday work in the industry… Shannon, who is undertaking a 4-year university 

degree in mining engineering, takes a job as a casual employee with a mining 
company during the end of year holiday period. It is the company's policy to take 
only students who are pursuing relevant studies. Shannon is not en+tled to a 
deduc+on for the cost of the course because the study is designed to get future 
employment in the field.  

 
• Same employer, different skills… Joseph is currently employed as a clerk in a public 

service department. He would like to transfer to a posi+on in another sec+on of the 
department and undertakes a course of study designed to equip him with the skills 
needed in that posi+on. The study is unrelated to the skills required in his current 
posi+on and is not likely to lead to an increase in income. As the study is designed to 
enable Joseph to enter a new income-earning ac+vity, no deduc+on is allowable. 
 

• New offering in same industry… Desiree is a general medical prac++oner in 
partnership with two other general prac++oners in a large regional town. She 
undertakes further study in dermatology in order to set herself up independently as 
a specialist dermatologist. The expenses related to the study are not allowable as the 
study is designed to open up a new income-earning ac+vity as a specialist. 
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2.1 Big Ques,on 1: Holidaying before or a8er a work trip 
 
There are obviously circumstances where appor+onment of the costs of self-educa+on is 
required. One of the most common examples of this is the adendance at a work-related 
conference or seminar where there are both income-earning purposes and for private 
purposes. But when are we required to do this and how do we do this? 
 
This Ruling states that if the income-earning purpose is merely incidental to the main private 
purpose, only the expenses which relate directly to the income-earning purpose are 
allowable. However, if the private purpose is merely incidental to the main income-earning 
purpose, appor+onment is not appropriate. 
 
So that begs a lot of ques+ons, especially what is “merely incidental” so we can ensure that 
any private component of a trip does not mean deduc+ons are lost. The second ques+on 
arises if the private trip component is not “merely incidental” as we now need to consider 
how to appor+on the costs between private and income producing.  
 
This is an issue when a client wants to claim their airfares to a 3 day work conference, but 
the return flight occurred two weeks aAer the conference ended as the taxpayer spent two 
week holidaying in the same des+na+on. Is a two week holiday following a 3 day educa+onal 
course “merely incidental” and if it is not how do we appor+on the costs of the flight?  
 
On appor+onment, this is the best the Ruling offers… 
 

While the High Court recognised that there can be no precise arithme*cal division in 
such cases, it said there must be some fair and reasonable division on the facts of 
each case. For example, if a study tour or work-related conference or seminar is 
undertaken equally for income-earning purposes and private purposes, it would be 
appropriate to appor*on the expenses equally between the purposes. 

 
But the answer to both what is “merely incidental” and how to appor+on costs where the 
private component is not merely incidental is fleshed out in three examples in the Ruling. 
 

8 day conference, 1 day sight-seeing: Glenn, a qualified architect, aHends an eight-
day work-related conference in Hawaii on trends in modern architecture. One day of 
the conference involves a sight-seeing tour of the island and a game of golf is held on 
the final aJernoon of the conference. As the main purpose of aHending the 
conference is the gaining or producing of income, the total cost of the conference (air 
fares, accommoda*on and meals) is allowable. 
 
Half day conference in a longer holiday: Jenny, a doctor, was holidaying in Cairns 
when she became aware of a work-related seminar on the current treatment of 
cancer pa*ents. The cost of the half-day seminar was $200. Jenny is able to claim a 
deduc*on for the cost of the seminar because it is directly aHributable to an income-
earning purpose. However, no part of her air fare to Cairns or her holiday 
accommoda*on is an allowable deduc*on. 
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Five day conference and a seven day holiday: Francesco, a paediatrician, has 2 equal 
purposes when he decides to aHend a five-day interna*onal conference on 
paediatrics in Singapore to be followed by a seven-day holiday in Thailand. The 
conference package is $2,500 ($1,000 return air fare, $500 for the cost of the 
conference and $1,000 for accommoda*on and meals at the conference venue). 
Francesco paid another $2,000 for accommoda*on, meals and car hire for the 7 day 
holiday in Thailand. Francesco is allowed a deduc*on of $1,500 for the conference 
cost and the accommoda*on and meals expenses at the conference. Only half of the 
return air fare ($500) is allowed as the expense was incurred for two equal purposes, 
one income-earning and the other private. The other expenditure of $2,000 rela*ng 
to the holiday in Thailand is private in nature and not allowable as a deduc*on. 

 
One day private holiday at the end of a week’s work conference/educa+on is merely 
incidental, and I would say that one weekend at the end of a week would also be merely 
incidental, so the en+re flight costs are deduc+ble. 
 
Half a day’s work conference on a week long holiday means the work is merely incidental 
and so there is no deduc+on for the flight costs at all. 
 
Where the holiday is for the same or more +me than the conference, means a generally 
appor+onment of the flight, probably based on days, is required. 
 
To be clear, from the example with Francesco above the Commissioner does not accept the 
argument that, just because I would have had to pay the flight cost to get to the 
conference even if I did not got on the holiday as well means I should be able to claim the 
enFre cost as a deducFon. 
 
2.1.1 The employers horror situa3on that arises   
 
An employer wants an employee to adend a week conference overseas and pays for the 
flights, meals, accommoda+on and conference fee. The conference is directly related to the 
employee’s current employment, so under the otherwise deduc+ble rule, it appears there 
will be no FBT payable by the employer. 
 
However, the employee convinces human resources to delay the return flight for a week to 
allow for the employee to travel in that area overseas. The employee convinced human 
resources to allow this as they would take annual leave for the extra week, and “it would not 
cost the employer anything to just move the $2,000 flight back a week”. 
 
Unfortunately, the employee has provided human resources with incorrect tax advice as it 
will cost the employer a lot to do this. Now only half the airfare would be deduc+ble if the 
employee paid for it, so half of the cost of the flight will now be the taxable value of a fringe 
benefit. This will mean an addi+onal $887 will be payable by the employer  in FBT just 
because the employer agreed to move the flight back a week. 
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This is just one way these FBT costs can arise where private travel is allowed to be adached 
to work/educa+on paid for by employees. Another common example is where an employee 
convinces human resources to not send them to the conference on business class, but rather 
send their en+re family to the conference on economy. They say it is the same cost, but this 
will create an FBT liability (sending the family to a holiday des+na+on). 
 
The solu+on is for employers not to allow this to occur, but allow one day (or a weekend) 
before or aAer any conference to allow the employee to recover from or prepare for the 
conference. 
 
2.2 Types of self-educa,on expenses allowable 
 
The ruling also states that, subject to the general tests being met, the following types of 
expenses related to self-educa+on are allowable: 
 

• course or tui+on fees of adending an educa+onal ins+tu+on, work-related 
conference or seminar, including student union fees but not costs covered by sec+on 
26-20 (see sec+on 3.2 below); 

 
• the cost of professional and trade journals, textbooks and sta+onery, but consider 

deprecia+ng them if they are more than $300 and will be used for more than one 
year; 

 
• airfares incurred on overseas study tours or sabba+cal, on work-related conferences 

or seminars, or adending an educa+onal ins+tu+on;  
 

• Where a taxpayer is away from home overnight, accommoda+on and meals 
expenses incurred on overseas study tours, on work-related conferences or seminars, 
or adending an educa+onal ins+tu+on (the ruling has 19 paragraphs – 91 to 109 – 
dedicated to what is someone’s “home”); 

 
• interest incurred on borrowed monies where the funds are used to pay for self-

educa+on expenses associated with a course of educa+on, that enables a taxpayer to 
maintain or improve his or her skill or knowledge or is likely to lead to an increase in 
income from the taxpayer's current income-earning ac+vi+es.  
 
Chris*ne, an employee solicitor, is undertaking a Master of Laws course to enable her 
to carry out her current du*es more efficiently. She borrows $10,000, repayable over 
3 years, to pay tui*on fees. She incurs $1,000 interest in each year. Chris*ne ceases 
employment aJer the first year or changes her job to a fashion designer. A deduc*on 
for interest is allowable only for the first year. No deduc*on is allowed in subsequent 
years because there is no connec*on between the interest expense and gaining of 
assessable income in those years. 
 

A much more comprehensive list can be found on the ATO’s website (see sec+on 4.2). 
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3 The law denying self-educa+on deduc+ons 
 
There are three (actually now two) sec+ons that specifically deny any self-educa+on 
deduc+ons in certain situa+ons. 
 
3.1 Sec,on 26-19 and Rebatable benefits  
 
In 2010 the High Court allowed a taxpayer to claim a deduc+on for self-educa+on expenses, 
even though they only received Youth Allowance, as the study was a pre requisite for 
obtaining the allowance. This was the case even though the Youth Allowance  was a 
rebatable benefit, ensuring there would be no tax payable on the allowance. 
 
In response to this, sec+on 26-19 was enacted and this sec+on states that expenditure 
incurred in deriving a rebatable benefit is not deduc+ble. This applies to taxable government 
assistance payments such as Austudy, Abstudy, JobSeeker and Youth Allowance, that are 
effec+vely tax-free due to this rebate.  
 

Example 
 
Alison starts a full *me Bachelor of Pharmacy. As she has two young children, she 
applies for and receives Austudy payments from Centrelink rather than finding 
employment to support herself while studying. 
 
Austudy is a taxable government assistance payment and is eligible for the 
beneficiary tax offset. 
 
Alison can't claim a deduc*on for her self-educa*on expenses because she receives 
Austudy payments. 

 
3.2 Sec,on 26-20 – Government payments other than FEE-HELP 
 
Sec+on 26-20 states that there is no deduc+on for repayments of study and training support 
loans such as:   
 

• Higher Educa+on Loan Program (HELP) (such as HECS-HELP, FEE-HELP and OS-HELP) 
 

• Student Financial Supplement Scheme (SFSS) 
 

• VET Student Loans (VSL) 
 

• Student Start-up Loans (SSL) 
 

• ABSTUDY Student Start-up Loans (ABSTUDY SSL) 
 

• Trade Support Loans (TSL) 
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3.2.1 Big Ques3on 2: What about FEE-HELP? 
 
FEE-HELP is different from everything above.  
 
This is a loan you have to repay, and you use this loan to pay for your fees. ATO Interpre+ve 
Decision ATO ID 2005/26 considers the deduc+bility of course fees incurred through the FEE-
HELP scheme. It states that while sec+on 26-20 precludes a deduc+on for student 
contribu+on amounts within the meaning of the Higher Educa+on Support Act 2003, this 
does not include the FEE-HELP scheme. 
 
So the individual claims a deduc+on at the +me they incur the expense of paying the course 
fees, even if they have funded the fees through a loan under FEE-HELP. Of course, they then 
cannot claim a deduc+on for repayments they make towards paying back the FEE-HELP loan. 
 
3.3 Sec,on 82A repealed – no $250 non-deduc,ble threshold from 1 July 2022 
 
In a recent Act (Treasury Laws Amendment (2022 Measures No. 2) Act 2022) the 
government removed the $250 non-deduc+ble threshold for work-related self-educa+on 
expenses by repealing sec+on 82A of the ITAA 1936. This repeal is effec+ve from 1 July 2022. 
 
Of course, almost no one reduced their claim for self-educa+on under sec+on 82A due to 
the way the sec+on was wriden. This is because a taxpayer may have self-educa+on 
expenses that are not deduc+ble under sec+on 8-1 but can be used to “fill up” the $250 of 
self-educa+on expenses that cannot be claimed as a deduc+on under sec+on 82A. 
 
Therefore, as long as a taxpayer could show they spent $250 or more on “expenses of self-
educa+on” that are not deduc+ble under sec+on 8-1 (even if they were deduc+ble under 
another sec+on), there was no reduc+on in the deduc+ble expenses under sec+on 82A: 
 

• Childcare costs related to adendance at self-educa+on ac+vi+es 
 

• Travel from home to the training 
 

• Travel between work and training (deduc+ble under sec+on 25-100) 
 

• Repairs (deduc+ble under sec+on 25-25) 
 

• Deprecia+on on capital items (deduc+ble under Division 40) 
 
Note: The $250 non-deduc+ble threshold for self-educa+on was introduced in 1975 
alongside a concessional tax rebate for expenditure on self-educa+on. As the concessional 
rebate was $250, the non-deduc+ble threshold was set at $250 to ensure only educa+on 
expenses above that amount could qualify for a deduc+on. This approach was designed to 
prevent individuals from claiming both the tax rebate and a tax deduc+on for the same 
expenses. The concessional rebate was repealed in 1985 but the $250 non-deduc+ble 
threshold was retained. As a result, the $250 threshold stopped serving a purpose in 1985, 
and it only took 37 years for the Government to repeal it. 
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Example  
 
Anna is a part-*me social worker who is undertaking addi*onal training related to 
her employment. Anna is eligible to deduct expenses associated with her training, 
including tui*on fees and textbooks, which total $5,000 for the income year. Anna 
has also incurred $150 in non-deduc*ble childcare expenses and $150 in non-
deduc*ble travel expenses while aHending her training ac*vi*es. 
 
With the repeal of the $250 non-deduc*ble self-educa*on threshold, Anna is able to 
claim a deduc*on of $5,000 but does not need to calculate or keep records of her 
non-deduc*ble expenses to offset the $250 reduc*on to complete her income tax 
return. 
 
Prior to the repeal of the threshold, Anna was required to reduce the amount of her 
deduc*on by $250. As her non-deduc*ble expenses fully offset the $250 reduc*on, 
Anna would s*ll have been able to claim a deduc*on of $5,000 but would also have 
had to calculate and keep records of her non-deduc*ble expenses for the required 
period aJer receiving her assessment. 

 

4 The Commissioner’s opinions 
 
4.1 The ATO’s “Self-educa,on calculator” method 
 
The Commissioner has a calculator that he states “will check your eligibility to claim a 
deduc+on and helps you to es+mate the deduc+on you can claim for work-related self-
educa+on expenses.” It can be found at hdps://www.ato.gov.au/Calculators-and-tools/Self-
educa+on-expenses/  
 
Regarding eligibility to make an claim for a deduc+on for self-educa+on expenses, the 
calculator only asks three ques+ons. They are: 
 

• Were you a student at a school, college, university or other place of educa+on 
(including online providers) when you undertook your course of study?  

 
• Were you engaged in work ac+vi+es (an employee, self-employed or partner in a 

partnership) at the same +me you undertook your course of study?  
 

• Will your study improve or maintain skills or specific knowledge or is it likely to lead 
to increased income from those work ac+vi+es?  
 

And based on your answer to these three ques+ons the calculator concludes whether there 
is a deduc+on available. So let’s make sure we have documented  that we used this 
calculator and we answered ‘YES’ to all three ques+ons. 
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4.2 The ATO website guidance 
 
On his website the Commissioner confirms his 1998 ruling regarding the eligibility to claim 
self-educa+on expenditure, saying: 
 

You can claim a deduc*on for self-educa*on and study, if you receive a taxable bonded 
scholarship or you incur expenses when the self-educa*on or study has a sufficient 
connec*on to your current employment ac*vi*es as an employee. The self-educa*on or 
study must either: 
 

• maintain or improve the specific skills or knowledge you need to perform your 
current employment ac*vi*es 

 
• result in or is likely to result in, an increase in your income from your current 

employment ac*vi*es. 
 
You can't claim a deduc*on for self-educa*on and study expenses that: 
 

• doesn't have a sufficient connec*on to your current work ac*vi*es 
 

• you incur when you are not employed 
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• only relates in a general way to your current employment – such as undertaking a 
full-*me fashion photography course and working as a casual sales assistant on 
the weekends 

 
• enables you to get new employment or change employment – such as moving 

from employment as a nurse to employment as a doctor. 
 
He lists the following as deduc+ble expenses if the self-educa+on and study expenses meet 
the above eligibility criteria: 
 

• accommoda+on and meals (if away from home overnight and not living at a 
loca+on); 
 

• computer consumables – for example, printer cartridges; 
 

• course and tui+on fees; 
 

• decline in value of an asset that cost more than $300 to the extent you used the 
asset for your self-educa+on and not private purposes; 

 
• the full cost of an asset that cost $300 or less (in the income year you buy it) if you 

mainly used the asset for your self-educa+on. 
 

• equipment or technical instruments (cos+ng $300 or less); 
 

• equipment repairs; 
 

• fees payable on some study and training support loans (that is, FEE-HELP and VET 
Student Loan), but not repayments on the loan itself; 

 
• home office addi+onal running costs, but not home occupancy expenses like rent, 

mortgage interest or rates; 
 

• interest; 
 

• internet and data usage (excluding connec+on fees) 
 

• parking fees; 
 

• phone calls; 
 

• postage and sta+onery; 
 

• student union fees; 
 

• student services and ameni+es fees; 
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• textbooks; 

 
• trade, professional, or academic journals; 

 
• travel expenses, including car expenses between home and your place of educa+on 

or between your workplace and the place of educa+on but you can’t claim the cost 
of the last stage of your travel (from home to your place of educa+on, and then to 
work, or work to your place of educa+on, and then to your home). 

 
His list of expenditure that can't be claimed in rela+on to self-educa+on and study expenses 
is: 
 

• tui+on fees paid by someone else or that your employer or a third-party reimburses 
you for; 
 

• student contribu+on amounts; 
 

• working from home occupancy expenses – for example, rent, mortgage interest or 
rates  
 

• accommoda+on and meals unless sleeping away from home for study, such as to 
adend a residen+al school. 

 
He also reminds us that we need to appor+on some expenses between private purposes and 
use for self-educa+on and study. For example, if a taxpayer use a computer 50% of the +me 
for self-educa+on and study and 50% for private purposes, they can only claim half the 
decline in value of the computer for that income year. 
 
Note: Probably the most important informa+on the Commissioner gives is that “You also 
need to be able to explain how the self-educa+on and study directly relates to your 
employment at the +me you incur the expense.” This is the most li+gated issue in rela+on to 
deduc+ons for self-educa+on deduc+ons and so contemporaneous records showing the 
educa+on directly relates to the current employment is important. 
 
He offers one interes+ng examples… What happens when employment ceased during 
studying? 
 

Example: employment ceases while studying 
 
Callum is an employee soJware developer. To improve his skills as a soJware 
developer Callum commences a Graduate Diploma in Advanced SoJware and 
Network Technology. The course takes 1 year and is paid for in 2 instalments, which 
become due as each semester commences. Callum’s employer is suppor*ve of his 
study and offers paid leave for Callum to study each week. 
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During semester 1 Callum is made redundant. He chooses to con*nue studying the 
course while unemployed. 
 
Callum can claim a deduc*on for the semester 1 payment as he was working and 
earning income when he made that payment. Callum can’t claim a deduc*on for the 
semester 2 payment. 
 
As Callum was unemployed at the *me he made the semester 2 payment, it was not 
incurred in earning his income. 

 

5. The recent cases from 2021 and 2022 
 
Every year there are a few cases where the Commissioner has denied a deduc+on for self-
educa+on expenditure and the taxpayer challenges this decision, generally in the 
Administra+ve Appeals Tribunal (AAT). 
 
But it is worth considering why the Commissioner reviewed each of these claims for self-
educa+on deduc+ons. In some cases it was part of a more general review of deduc+ons, but 
in all cases, the “flag” that made the Commissioner review the claim in the first place was 
the size of the total deduc+ons, and specifically the work related, travel, and educa+on 
deduc+ons. Once these claims get large, as oAen is the case where a taxpayer is studying an 
MBA, the Commissioner will review the deduc+on. 
 
5.1 A general course and a “real connec,on” 
 
In this case (YDXM v FCT [2022] AATA 2382) the taxpayer was a General Services Officer in 
the Australian Army when he studied a post-graduate Juris Doctor law degree. He claimed 
deduc+ons for self-educa+on arguing the studies improved his skills necessary to perform 
his role, and the studies led to his promo+on, increasing his salary. 
 
Interes+ngly he said his situa+on was similar to an example in TR 98/9 which we have 
considered earlier. It states: 
 

Barry, a trained accountant, is studying commerce part-*me at university. He is 
allowed a deduc*on for the costs associated with the course because the course 
enables Barry to maintain or increase the specific knowledge required in his current 
posi*on and to carry out his du*es more effec*vely. 

 
The AAT disagreed, concluding that the study in ques+on was not appropriately connected 
to the produc+on of the taxpayer’s assessable income as a General Services Officer in the 
Australian Army. Such a role only infrequently uses these legal studies and did not comprise 
a substan+al or consistent part of his role.  
 
He argued he needed the study as he was involved in procurement, but the AAT rejected 
that he was involved in the legal aspects of procurement as this was done by other legal 
officers in the Army. He argued he had to assist lower ranked members regarding criminal 
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maders, but the AAT rejected this as it had only happened once and only regarding a minor 
issue. He argued he needed to be aware of interna+onal law and various legal requirements 
of war, but again the AAT concluded this was necessary for all members of the Army, and not 
to a level requiring a law degree.  
 
The AAT also stated there was not an appropriate connec+on between the law degree and 
the taxpayer’s promo+on, even though it was posi+vely viewed by his superiors. It also did 
not find the fact that the Army had recommended the study had any bearing in this case. 
 
Therefore, according to the AAT. we need to show a “real connec+on” between the self-
educa+on and the current role, or increased income from the current role. 
 
5.2 Deemed employment ceases 
 
In the case of Khan and FCT [2021] AATA 367, the taxpayer was an aircraA technician 
working for  Emirates Airlines who was terminated aAer certain disciplinary proceedings. He 
disputed the termina+on, but while he was awai+ng a decision, decided to use the +me  to 
study to allow him to work on addi+onal types of aircraA as an aircraA technician.  
 
To resolve the issue, the termina+on was rescinded, and the taxpayer agreed to resign. The 
taxpayer argued he was therefore s+ll employed as an aircraA technician when he paid for 
the courses, even though he was not working as he had been terminated (which was later 
revoked). 
 
There was no doubt that these courses would increase his skills within his current profession 
but the AAT deemed him to have resigned on a date prior to undertaking the courses so he 
could not claim a deduc+on for self-educa+on as the taxpayer was deemed unemployed at 
the +me. 
 
The lesson from the case is that mere existence of an employment rela+onship is insufficient 
to allow a self-educa+on expenditure deduc+on. There must be an actual connec+on 
between the educa+on and produc+on of assessable income. 
 
5.3 Just a dodgy claim 
 
In this case (Munkayilar and FCT [2021] AATA 1839) the taxpayer was a social worker, who 
looked aAer young people in their homes and took care of all their daily needs, including 
taking them to and from school and to appointments, cooking their meals, showering them 
and assis+ng them to go to the toilet. 
 
He claimed self-educa+on deduc+ons of $15,000 made up of: 
 

• $9,000 for a Cer+ficate IV in Child Protec+on course; 
  

• $4,000 for an outstanding HELP debt ; 
 

• Over $1,000 for travel expenses to get to the training  
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The Victorian Government had paid for the course so he was denied the deduc+on (he 
acknowledged he knew he had not paid for the course), the HELP debt amount was not 
deduc+ble as s 26-20 of the ITAA 1997 precluded a deduc+on and the taxpayer had no 
evidence to prove the travel claim so it was denied as well 
     

6 Big Ques+on 3 - The MBA Ques+on… A “general” area of study 
 
There were 11 private ruling requests in 2022 regarding whether a taxpayer could claim self-
educa+on deduc+ons for undertaking an MBA, and that was a low year (by Jan 12 of 2023 
there were already 2 for 2023).  
 
The reason for there being so many of these Private Rulings on claiming MBA fees as a 
deduc+on are: 
 

• Each year is an MBA is oAen a very “general” course, and there is always a ques+on 
as to whether the MBA relates to the individual’s current work ac+vi+es. In TR 98/9 
the Commissioner states “If a course of study is too general in terms of the taxpayer's 
current income-earning ac*vi*es, the necessary connec*on between the self-
educa*on expense and the income-earning ac*vity does not exist.” (para 42) 
 

• The costs involved in an MBA are very large and so it is likely that the taxpayer will be 
subject to some form of review. 

 
Successful private rulings (where the ruling concludes a deduc+on is available) in 2022 were 
given to: 
 

• project managers; 
  

• senior opera+on managers; 
 

• construc+on engineer, project manager and project engineer in the civil construc+on 
industry; 
 

• key account managers; 
 

• clinical managers of medical prac+ces (that they are also a GP in); 
 

• employees in business consultancy firms; 
 

• employees in leadership at a packing and distribu+on firm; 
  

• management consultants; and  
 

• IT professional with management responsibili+es,  
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All of these have all been successful in genng the Commissioner to give a private ruling 
saying they could claim a deduc+on. 
 
The only unsuccessful private ruling related to a person claiming the costs when they had 
received a scholarship covering the costs, and… 
 

In your case, you enrolled in the Master of Business Administra*on (MBA) program as 
a means to facilitate a career transi*on and pursue a career as an investment 
professional in Australia. The predominant focus of the MBA program was designed 
to open a new income earning ac*vity. 
 
You gained new employment while par*cipa*ng in the MBA program. For example, 
you received a paid internship during breaking between 1st and 2nd year of study; 
and when you completed the MBA program you gained full *me employment. As 
such, the expenses incurred associated with the program were incurred at a point too 
soon to be regarded as incurred in gaining or producing assessable income. 
 
Therefore, you are not en*tled to a deduc*on under sec*on 8-1 of the ITAA 1997 for 
the expenses you incurred in studying the Master of Business Administra*on. 

 
6.1 Some units relevant and some not 
 
However, a common ques+on is what if some of the subjects in an MBA are relevant to the 
taxpayer’s current job, but other have no relevance at all. The Commissioner offers this 
example on the ATO website: 
 

Example: course overall isn’t connected to current employment 
 
James is an employee civil engineer. His du*es include designing water and sewerage 
systems, determining the materials to be used for the systems, carrying out 
environmental impact studies, and project management of the projects he works on. 
 
AJer 10 years in a workplace, James decides to enrol in a Master of Business 
Administra*on (MBA) at a university to broaden his career opportuni*es, including 
possibly opening his own firm in the future. The cost of each subject is iden*fied in 
documents he receives from the university. 
 
Not every subject in the MBA has a sufficient connec*on with James’ current 
employment ac*vi*es, and so James can't claim a deduc*on for the total course fees. 
However, if James studies a subject on project management as part of his MBA 
qualifica*on, that par*cular subject would have a sufficient connec*on to his current 
employment ac*vity of managing projects. James would be able to claim the cost of 
the project management subject. 

 
The best way to manage our claims for deduc+ons for generally courses like an MBA is to 
drill down to the courses and then break the courses into three group, being courses that 
are directly relevant, courses that are indirectly relevant and those that have no relevance. 
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We would then only claim deduc+ons for the relevant courses (both directly relevant and 
indirectly relevant). 
 
As we saw in the case sec+on, there was a recent case (YDXM v FCT [2022] AATA 2382) 
where an Australian Army officer was not en+tled to claim deduc+ons for self-educa+on 
expenses incurred on a law degree. He argued due to needing to review contracts in his role 
(as well as other legal type work) he could claim the en+re cost of the degree, but failed as 
they AAT concluded legal work was not a substan+al or consistent part of his role. But I 
wonder if he had only claimed his unit on contract law, whether the Commissioner would 
have agreed with the deduc+on. 
 
Maybe this is the way to manage the risk of a claim that is not clearly relevant to the current 
employment of the taxpayer – we only claim part of the study, and then only claim the most 
relevant parts. 
 
6.2 Add roles before star,ng the study 
 
Of course the best tax advice is proac+ve, and in the case of a client wan+ng to undertaken 
an MBA, you will want to assist them in undertaking units that will directly relate to their 
current role to get a deduc+on. 
 
However, if they were to ask their employer to expand their role, with them taking on more 
responsibility, this may create more subjects that are related to their role and therefore a 
greater deduc+on.  
 
For example, some MBA programs cover payroll and employment issues in a unit. If the 
taxpayer was to assist their employer’s HR or payroll func+ons while studying this unit they 
would certainly be able to claim a deduc+on, even if it was only for a few hours a week. 
 


