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JUDGMENT

The appedals from new assessments dated April 27, 2007, in which the Minister
of National Revenue (the Minister) disallowed certain travel expenses during the
2004 and 2005 taxation years are dismissed with costs, in accordance with the

attached reasons.

Signed at Ottawa, Canada, this 2nd day of July 2009.

"Réal Favreau"
Favreau J.

Trandation certified true
on this 24th day of July 2009.
Elizabeth Tan, Trandator
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REASONS FOR JUDGMENT

Favreau J.

[1] Maurice Henrie is appealing from new assessments dated April 27, 2007, in
which the Minister of National Revenue (the Minister) disallowed certain expenses
that had been alowed in the initial assessments for the 2004 and 2005 taxation years.

[2] The expenses at issue in this case involve travel expenses the appdllant
incurred during the 2004 and 2005 taxation years. The travel expenses total
$15,466.32 for the 2004 taxation year and $13,371.11 for the 2005 taxation year. In
his income tax report for the 2004 taxation year, the appellant only claimed 25% of
the travel expenses incurred, for $3,866.58, to avoid any chalenge by the Canada
Revenue Agency (the CRA). This amount was alowed in the initia assessment and
also in the notice of reassessment, but the appellant is now claiming 100% of his
travel expenses. In his 2005 income tax report, the appellant claimed 100% of his
travel expenses but the Minister only allowed 25%, or $3,342.78.

[3] In hisincome tax returns for the 2004 and 2005 taxation years, the appellant
claimed net professional losses of $11,564 and $10,403 respectively, and an income
from professional fees of $3,274 for 2004, and $13,411 for 2005. The appellant is a
Franco-Ontarian writer who has written many French literary works.

[4] In 2004, the appellant travelled to: Cuba (twice), Germany, Russia,
Mont-Tremblant and Sudbury. In 2005, he visited Egypt, Peru, Dominican Republic,



Page: 3

Tunisia and Mont-Laurier (snowmobile). The trips abroad were often for cultural
tours organized by specialized agencies.

[5] At the hearing, he admitted that during the trips taken in 2004 and 2005, he
participated in only one literary event, but the goal was to enrich his experiences and
expand his mind. During the years in question, the appellant wrote novels, news
stories and memoirs, but none required historica research. According to the
appellant, the experiences he had during his trips are not directly or specifically found
in a particular book, but are reflected throughout his work. In support of his claim,
the appellant provided over a dozen excerpts from his books as examples of direct
influences from these trips.

[6] During these trips, the appellant was accompanied by his spouse, but she
covered her own expenses.

[7]  According to the appellant, all writers must travel as much as possible to add
to their knowledge and feed their imagination. This is a recognized principle in
Canada and the various provincia arts councils have special subsidy programs to
encourage authors to travel abroad.

[8] The applicable provisions from the legidation relevant to this case are
sections 18(1)(a), 18(1)(h) and 67 of the Income Tax Act, R.S.C. (1985) C. 1 (5th
suppl.), as amended (the Act). These State:

Section 18: General limitations

(2) In computing the income of ataxpayer from a business or property no deduction
shall be made in respect of:

(a) Genera limitation—an outlay or expense except to the extent that it was
made or incurred by the taxpayer for the purpose of gaining or producing income
from the business or property;

(h) Persona and living expenses—persona or living expenses of the taxpayer,
other than travel expensesincurred by the taxpayer while away from homein the
course of carrying on the taxpayer's business,

Section 67: General limitation re expenses
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In computing income, no deduction shall be made in respect of an outlay or expense
in respect of which any amount is otherwise deductible under this Act, except to the
extent that the outlay or expense was reasonable in the circumstances.

[9] Thetravel expenses in this case are not expenses incurred to produce income
from a business or property, but rather personal or living expenses. The appellant did
not show a direct link between the expense incurred and the activity of earning an
income. It is in fact impossible to calculate how much each dollar of the travel
expenses in a given taxation year generates in terms of additional income for the
appellant's business in the year in question or in future years. In this case, there is no
cause and effect between the expense and the income.

[10] The travel expensesincurred by the appellant seem to be directed towards the
ability to generate income by providing inspiration for new books, rather than
generating additional income. In this sense, the travel expenses are considered a
capital outlay, which is disalowed under paragraph 18(1)(b) of the Act.
Paragraph 18(1)(b) states:

(b) Capita outlay or loss—an outlay, loss or replacement of capital, a payment on
account of capital or an alowance in respect of depreciation, obsolescence or
depletion except as expresdy permitted by this Part;

[11] The CRA arbitrarily granted a deduction of 25% of the travel expenses
incurred by the appellant in 2004 and 2005. This percentage was used because it
corresponded to the amount the appellant used in his 2004 income tax return. In my
opinion, 25% is reasonable and even generous under the circumstances, because the
deduction of expenses could have been completely disallowed.

[12] The travel expenses clamed in 2004 represented 472% of the gross business
income whereas those in 2005 represented 100% of the gross business income.
Whatever the reasons for which the business income was so low (limited market for
French-language books in Ontario), there fact remains that the travel expenses
clamed are excessive and disproportionate to the income earned. As a result, the
deduction claimed as travel expenses in the appellant's calculation of income for
2004 and 2005 is prohibited under section 67 of the Act.
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[13] For these reasons, the appeals from the new assessments dated April 27, 2007,
are dismissed without cost.

Signed at Ottawa, Canada, this 2nd day of July 2009.

"Réal Favreau"
Favreau J.

Trangdlation certified true
on this 24th day of July 2009.

Elizabeth Tan, Trandator
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