Minister of Finance  Rtg,owe  Ministre des Finances

Ottawa, Canada K1A 0G5

way 29 2000

Mr. Don Wilkinson
34 Prevette Street
Winnipeg, Manitoba
R2K 3E1

Deenr Mr. Wilkinson:

Thank you for your correspondence of March 21 and April 5, 2000. I welcome this
opportunity to address your remarks and regret that my response has been delayed.

T recognize that your April letter further outlines the concerns raised in your previous
communication. Your comments regarding the meal allowance for truckers “...while
away from home at work” have been noted and are appreciated. Like other employees
who are required to work away from their employer’s place of business and who do not
receive a meal allowance from their employer, truck drivers are mnot restricted by the
Income Tax Act to claim only $33 a day as meal expenses while on business-related
travel. In fact, there is no pre-set monetary limit on the amount that can be deducted for
such an expense for income tax purposes. However, the expense must be reasonable and
be supported by vouchers. The $33 a day ($11 a meal) limit applies only when drivers
opt to claim expenses using the simplified method. In this case, it is not necessary to
keep supporting vouchers.

it of reasonable meal expenses incurred Whilé on business-related travel”afs

Due to'the general restriction on the deductibility of meal expensés, as you know, only 5§

“allowed. Tet me stress that this deductibility limitation reflects the personal consumption

element of meal expenses, and thus contributes (6 the faimess of the tax system.

In your March letter, you and your wife comment on your concem regarding “long
distance trackers” who work mainly in the U.S. I would stress that in terms of the U.S.
tax treatment of similar expenses, the new provisions are being phased in very gradually
(5 per cent per year uniil 2008). Therefore, it will be several years before a significant
difference in rates exists. Importantly, it is also worth mentioning that even when the
U.S. provisions have been fully enacted, there are so many differences between the
Canada and U.S. tax systems that comparing specific tax measures, especially without
exarnining other areas of the two systems, would create a distorted picture.
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£Concemg the tax treatment of truck drivers who pay for meal expenses themselves and

the tax treatment of civil servants who receive meal allowances from the government, I

" do not believe that the two situations are comparable. All employees who are required by

Féontract of employment to pay meal expenses incurred on business-related travel are™

{accorded the same treatment as truck drivers?

In refeiencé 1o Yoir remark that your Member of Parliamen
" per month tax free for room and meals, it is-important 0. aber that MPs are chosen:
by théif"cfénstituéﬁts to represemfhelriﬁter&etsm the management of the nation’s affairs’

&
£

5

ipersons, and therefore I support compensation high enough fo attract able and competent

£
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Civil servants are treated the same as any other employee whose employer provides 2
reasonable ‘alfowances for meals consumed while travellingg §These employees do nat
report the allowancés as income and they. are not allowed to claim a meal expenses

deduction. . There are no special rules for public sector employees

They have important responsibilities at thé“_fféf'ﬁyf"?mmw g ‘_ of :
soverrrient. I believe it is essential that Canadians be represented by the best posélf?@,

individuals. J

MPs must serve not only in the House of Commons, but also in committees. They must
provide advice and information to the government on behalf of their constituents, and act
as advocates of their constituents® interests. Their duties require that they be in Ottawa,
and yet they are expected to be frequently in their ridings. MPs and their families usually
either live in Ottawa, while maintaining a home in their constituency, or have a
permanent residence in their constituency and pay for accommodation expenses in
Ottawa. '

In the private sector, travelling and other business expenses incurred in the course of
carrying out one’s duties are not expected to be paid with taxable personal income. The
pay and benefits arrangements for Members reflect our belief that they should not have to
bear that extra burden.

Lastly, in your postscript, you refer to the cost of diesel fuel for truckers. Let me stress
that the government recognizes the vital role that the trucking industry plays in the
economy. It will interest you to know that federal taxes on diesel fuel have remained
unchanged during the recent period of petrolenm product price increases. In fact, the
federal excise tax on diesel fuel is only 4 cents per litre and has not been increased since
1987. The low rate of tax recognizes the importance of fuel costs in the competitiveness
of the commercial transportation industry. In an international context, federal diesel
taxes are low.

Maoreover, it should be noted that truckers in particular will benefit from both the
personal and business income tax relief measures apnounced in Budget 2000. For
example, the indexation of the personal income tax system announced in the budget will
help offset the impact of price changes of products, such as gasoline and diesel fuel, on

heart.of our-system. of representative
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taxpayers. In addition, the budget announced reductions in both personal and corporate
income tax rates that will benefit truckers.

I trust my remarks are helpful in understanding the government’s position on the matters
you raise. Please accept my best wishes.

Sincerely, v

a.-

The Honourable Paul Martin, P.C., M.P.
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—- Upon commencing at 10:10 a.m.
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No. 1999-4887(IT)I Don J. Wilkinson v. Her Majesty tha
Queen.
DONATLD JAMES WITKTNSON (Sworn):

THE REGISTRAR: Please state your full
name”?

THE WITHNESS: Donald James Wilkinson.

THE REGISTRAR: And your home address,
Mr_ Wilkinson?

THE WITNESS: 34 Prevette Street,

Winnipeg, Manitoba.

THE
THE

HIS

any further with respect to

REGISTRAR:

WITNESS:

HONGCUR:

THE WITNESS:

5ays ——

HIS HONOUR:

THE WITNESS:

HIS HONOUR:

And vour occupation?

Truck driver.

I de not think you need to go
the inverter.

Meals away from homs,

Did you write that?

Pardon me?

Did you write that or did
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yvour wife prepare that?

THE WITNESS: Well, we did it together.

HIS HONOUR: All right. You really are
not entitled to read material like that.

THE WITHNESS: Oh, I see, okay.

HIS HONOUR: You can refer to it if you
need to remind yourself of something, but just tell me what
vou need to tell me.

THE WITNESG: Okay, I understand now, Your
Honour.

I run in the United States and Canada. I
believe, just off the top of my head, I think I was in
the —— out of last year, or in 1997 I was gone 248 days, I
believe, and I was 176 of those in the United States and 46,
or whatever is left, I was in Canada. I'm in the United
States three to one kind of ratio.

When I go down to the United States I buy my
meals in the restaurants and that and I have teo pay US
exchange.

Now I'm entitled to 80 percent, some places
it says 80 in the act, some places it says 50, but the US
exchange it says nothing about, and yet that is a cost.

To me, when I go to buy a msal here for
#5_.00, it costa me $5.00. I get paid in Canadian funds, I

do not get paid in American funds. So when I go to the
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United States and buy a meal for $5.00, it costs me $7.50.

It's 52 percent right now. It varies from
time to time. I think in 1987 the average was around
38 percent.

A lot of people say, "Oh, well, the States is
cheaper"”, unfortunately that is not true unless you get way
down, Louisiana, Missouri and that, sometimes they're a
little cheaper there, but once you get further down into
Texas and Florida, where the Canadians go on holidays, then
right away the prices go up sgain.

I can"t go to a lot of places. I'm limited
to where 1 can eat because I have to have a place to park my
truck, sco there’s not a lot of shopping yvou can do for
places to eat, yvou just pretty well go to the truck stops.

That "s pretty well ——

HIS HONOUR: On what basis did you set the
amount that you claimed on a per day basis for meals?

THE WITNESS: The amcunt I ~- I don’t
understand?

HIS HONOUR: I understand from the
Minister s pleadings that the amcunt for meals was claimed
on the basis of $40.00 per day for each of the days that you
travelled?

THE WITHESS: H'mn, h'mn. Well, if you

toock the 50 percent --
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HIS HONOUR: No, forget the 50 percent, 1
want to know how you got the $40.00.

THE WITNESS: We 're allowed $33.00 a day
without receipts.

HIS HONOUR: You were allowed $33.00 by
the Minister.

THE WITNESS: Hm, h'mn. And then I just
put some exchange on. Well, then you get 50 percent of the
$33.00, vou 're only getting $16.00 and something.

HIS HONOUR: I know that, I am just
wondering where the figure, $40.00 per day, came from. How
was that arrived at? Was that based on receipts or was that
based on an estimate, or —-

THE WITNESS: It was based on $33.00, half
of that is $16.00 and then exchange on top of that, US
aexchange.

But I m asking for way under what normally it
is like.

HIS HONOUR: A section of the act
provides, as I read it, that the amount shall be deemed to
be 50 pesrcent of the lesser of the amount actually paid or
an amount that would be reasonable in the circumstances.

That is why 1 asked you why you picked
$%40_.00. It does not reflect the amounts actually paid?

THE WITHESS: I took the —- you see, the



[T [} | 2]

w mw

10
11
1z
i3
14
15
18
17
18
18
20
21
22
23
24
25

& Winnipeg, Manitcba

August 18, 2000
other part of the act states that with receipts you can
claim everything, like so much for receipts, without

receipts you can claim $33.00 psr day.

HIS HONOUR: Where does it say that?

MR. BOUVIER: If I may assist the Court?

HIS HONOUR: Yes.

MR. BOUVIER: He is referring to the
Employment and Expense Guide. Revenue Canada in it’'s ——

HIS HONOUR: Well, it is just a guide.

MR. BOUVIER: ~-- not in the Income Tax

Act. Revenue Canada in their wisdom has allowed a
simplified method —-

HIS HONOUR: Well, that is nonsense.

MR. BOUVIER: -- to claim, and that s what
he is referring to.

HIS HONQUR: With a1l due respect, that is
nonsense. I mean I hate to put it that way, that bluntly.

But the section of the act provides that vou
can charge either the —-- you charge the lesser of the amount
actually paid or an amount that would be reascnable in the
circumstances.

Now that is designed so that if you go to a
city like Toronto or Vancouver, where the meals are
expensive and you produce your receipts and they are

reasonable, that is it, vou can claim whatever that amount
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is. That is the way I read this section.

Now I do not know just how this arose.

You say that the $40.00 per day does not
represent anything remotely resembling your actual costs?
How does the $40.00 per day relate to your actual costs?

THE WITNESS: Well, that s the way we
figured it out was on the $33.00 a day ~-

HIS HONOUR: Do you understand my
guestion?

THE WITNESS: I know, I m telling you —--
you asked me how we figured it out.

HIS HOMOUR: No, I said, how does it

relate to your actual costs?

THE WITNESS: Oh, how does it relate?

HIS HONQOUR: Yes.

THE WITNESS: Oh, that s about pretty well
accurate on what -- I mean your meals are costing vou $7.00

or $8.00 per meal, plus it's in US funds, I get paid in
Canadian, sc if I'm going to buy something for $8.00, a meal
for $8.00, it's going to cost me just about $12.00, like
it’'s going to be $11.00 or something.
Right now it"s 52 percent. In 19897 it was, I
think, 38 percent. Sc now I 'm paving $11.00 for that meal.
Now when you get into dinners and that,

they re 311.00, $12.00, now you're paying $18.00 for a meal,
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you know. And when you figure that out, I just took an
average of it and put $40.00 and that’s what we left it at.
HIS HONOUR: All right. Anything elss?
THE WITNESS: In the -~ that s the two

items, the meals away from home and the inverter.

HIS HONOUR: Questions, counsel?

MR. BOUVIER: I believe ——

HIS HONOUR: Is there another item?
MR. BOUVIER: There may very well be.

I believe that there is an exhibit or
something that you wanted to tender?

MRS. WILKINSON: These, Your Honour, are
proof of Mr. Wilkinson s trips to the States, indicating

locations, dates.

HIS HONOUR: I do not think anybody is
disputing that.

MRS. WILKINSON: Well, there was some
discussion of —-

HIS HONGUR: Certainly there is nothing in

the pieadings that suggests that the Minister does not
accept the number of days travelled.

MR. BOUVIER: No, we accept the number of
days travelled and that he was in the States.

HIS HONOUR: Will you answer counsel’s

questions?
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1 CROSS-EXAMINATION BY MR. BOUVIER:

Z Q Mr. Wilkinson, I am going to show you a copy
3 of your 18987 income tax return. Can you identify that for
4 the Court, please?

5 a4 Pardon me?

8 @ Can vou identify that for the Court?

7 A Yes.

8 Q Is that your tax return?

9 A Yes.

10 Q Check the last page. Is that your signature

11 on the last page?
12 A Yes.

13 MR. BOUVIER: Can I have that as an

14 exhibit, please.

15 THE REGISTRAR: That will be R-1, Your

18 Honour.

17

iB EXBIBIT R-1: 19897 Income Tax Return of
19 Donald James Wilkinson.

20

21 BY MR BOUVIER:

22 Q Now I am going to refer you to the yellow
23 sticky in the income tax return. Now for every month,

24 Mr. Wilkinson, you complete a form like this, correct, for

25  every month you work you complete a form for the meals —-
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A Yes.
Q —— that you spend money on?

Now did you keep receipts at all to tell you
exactly how much you spent in a month? Let’s say in number
one, the first page here, in the top right-hand corner it’s
marked "1", it’s January 1987 to January 1997, actually.
And under "the method used", it says, "simplified".

Did you keep receipts for the amounts spent
on meals?

No.
No, no receipts were kept?

No.

o = D

Were any receipts kept throughout the entire
year?

A Not for 1997.

Q So you are unable to determine exactly how

much you spent on —-

A Yes.
MR. BOUVIER: No more questions, Your
Honour.
HIS HONOUR: These amounts reflect the

amcunt that was claimed of $4,580.00, do they?
MR. BOUVIER: Pardon me?
HIS HONOUR: These amounts that are shown

in these pages rseflect the amount that was claimed by the



0]

w @ =N ;o s W

13 Winnipeg, Manitoba
August 18, 20600

appellant of $4,580.007
MR. BOUVIER: Correct.
HIS HONOUR: All right.
Thank you, sir.

I1s there anything else you wish to add to

that?
MRS. WILKINSON: Can we work it together?
HIS HONOUR: I beg vour pardon?
MRS. WILKINSON: Can we speak together?
HIS HONOUR: Are you going to present an
argument, or --
MRS. WILKINSON: Yes, we have a couple of

other things we would like to go over, if that s okay.

HIS HONOUR: What do you mean, other
things?

MRS. WILKINSON: Well, it all has to do
with the meals away from home and the amount of US exchange
that we 're not allowed.

HIS HONOUR: Just for a second do not
worry about it.

I want toc ask counsel what the basis of the
Minister s $33.00 per day is, other than an information
guide?

MRE. BOUVIER: There is no basis for the

Minister s simplified method.
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HIS HONOUR: But by pleading that it iz an
assumption that that is reasonable.

MR. BOUVIER: Correct.

HIS HONOUR: And the Minister says, "I do
not know why it is reasonable”?

MR. BOUVIER: No, Your Honour. Every year
when they prepare the information for circulation to the
general public, the Minister of National Revenue prepares
guides to be circulated with vour income tax returns.

HIS HONGCUR: They obviously do not
distribute it to the civil servants.

MR. BOUVIER: No.

HIS HONOUR: Now will you tell me why it
is reasonable for the civil servants to be paid $48.00 a day
for meals and for somebody who has to go down to the States
and buy his meals in Canadian currency down there, $33.00 is
reasonable, Mr. Bouvier?

MR. BOUVIER: I cannot. I cannot come
before this Court and say that one is reasonable and one is
not. All I can say is the Minister s position, in thie
case, is employment expenses are published in the employment
expense guide and the amount determined, in that year, by
the Minister to be reasonable was $11.00 per meal or $33.00
a day maximum. I cannot explain --

HIS HONOUR: And you do not disagree that
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i have a right to disagree with that?

MR. BOUVIER: No, I am not going to
disagree with your right to disagree, of course.

HIS HONCUR: @Quite frankly it just boggles
the mind that $33.00 would be considered to be sufficient
when somebody has to go down and pay, as was very aptly
pointed out, you are paying a premium and it seems to me
that that should be taken into account.

$33.00 a day, I mean down in the United
States. I do not think the Minister could e=at on that.

MR. BOUVIER: No. And I can’t say much.
All T can state is the employment guide is published, for
some reascn they picked $33.00 for that taxation year and
that s what truck drivers across the country have been

claiming, the $33.00 a day.

HIS HONOUR: They may start claiming more
after this.

ME. BOUVIER: They may start claiming more
after thies one. They haven t, the government, or the

Minister of National Revenue has not put a regulation in the
back of the Income Tax Act that would say, vou know, "$33.00
& day is a prescribed rate’, they haven’t done that. They
have just included it in the employment expense guide.

Now there. is no way that I can argue that —-—

HIS HONOUR: In all fairness, considering
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that the vast proportion of thias appellant’s travel is in
the United States, I just do not see $353.00 per day a= being
nearly what I would call reasonable in the circumstances.

I am going to allow the appeal, as you gather
from my comments.

ME. BOUVIER: Yas, well, I think enough is
said.

HIS HOKWOUR: It is the same sort of thing
as the Minister allowing 8 cents per kilometre for mileage
and paying its own people 35 cents, or whatever it is, per
kilometre to make the same trip for the same purpose.

It just boggles the mind that these kinds of
aberrations can occur.

MR. BOUVIER: Unfortunately he had to
argue that case in front of you.

HIS HONOUR: Yes, he did.

All right, the appeal is allowed.

MR_. BOUVIER: With respect to the power
inverter, however.

HIS HONOUR: Ch, ves, I better hear you on
the power inverter.

MR. BOUVIER: There is a power inverter
expense of $113.00.

HIS HONOUR: Yes. Where is that

deductible?
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MR. BOUVIER: It s not a deductibls
expense, simple.

HIS HONOUR: All right, I want to hear you
or your wife on where, in tﬁe Income Tax Act, you can find a
location that permits an employee to deduct a power
inverter.

MR. WILKINSON: It states in the letter
from the Minister, I think it"s in the act, I'm not sure,
that an employee going to work will not be required to pay
out of pocket expense for things that it costs him to go to
work.

HIS HONOUR: What section?

Have you got the section there?

Show it to counsel.

What is the reference to, Mr. Bouvier?

HMR. BOUVIER: It's actually a letter from
the Honourable Paul Martin to Mr. Don Wilkinson, setting out
why he shouldn’t be allowed more than $33.00 per day.

MR. WILEINSON: Mr. Martin, in his letter,
states that ——

HIS HONOUR: ILet me see it, rather than
you paraphrasing it.

I do not see anything here =o far. What is
it you are specifically referring to?

MR. WILKINSON: “In the private sector
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travelling and other business expenses incurred in the

course of carrying out one’s duties

MRS. WILEINSON: Page 2.

HIS HONGUR: One of you at a time, please.
MR. WILKINSON: Excuse ms.

HIS HONOUR: What are you reading now?
MR. WILKINSON: I'm reading out of the

letter from Paul Martin.

MRS. WILKINSON: Page Z.

HIS HONOUR: This one?

MR. WILKINSON: Yes, pages 2.

MRS. WILKINSON: Yes.

HIS HONOQUR: Paragraph?

MR. WILKINSON: No. 5.

HIS HONOUR: Yes?

MR. WILKINSON: "In the private sector

travelling and other business expenses incurred in the
course of carrying out one’s duties are not expected to be
paid with taxable personal income. The pay and benefits
arranged for members reflects

HIS HONOUR: My only comment to
Mr. Martin is, where, in the Income Tax Act, does he find
that power inverters are deductible.

This is just a ~— I hate to put it bluntly,

but I will, it is a politician’s letter, it has nothing to
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do with the Income Tax Act. It will get the —-

MR. WILKINSON: It seems that —-

HIS HONOUR: I will give it the weight it
deserves.

MR. WILKINSON: That s where we have a

problem when we re filling out our income tax, because they
have all these policies and they have this and they have
that and they -——

HIS HONOUR: Counsel, what is your
position on the power inverter again?

MR. BOUVIER: There is no section in the
Income Tax Act that would allow an employee to deduct the
expense of a power inverter, gquite simply put.

HIS HONOUR: Employee deductions, you find
them in section B8 and section 6 and they are all listed
there in detail and if they are not in those sections, they
are not deductible. It is as simple as that.

And that may be a hard and cold statement,
but as you heard me say to the previocus appellant, unless
there is a specific section that provides for a deduction
for a class of items or whatever it might be, you are not
entitled to deduct it from income. It is just as simple as
that.

MRE. WILKINSON: Could I ask you something?

HIS HONOUR: You win your case on the
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you lose it on the power inverter.

Can I ask a question
Well,

as long as it is not

On the meals, can I get

paid back the money that they have taken alresady from --

HIS HCONOUR:
MR. WILKINSON:

meals and everything,

the did a fuli,

From what?
Well, I claimed all these

in-depth auwdit on me

and then they took it all away, they toock $8,000.00 off of

me and now ——
HIS HONOUR:
this year?
MR. WILKINSON:
HIS HONOUR:
vear?
MRS. WILEKINSON:
HIS HONOUR:

yvear that is before me. It is

What are you talking about,

The meals.

This particular taxation

No.
No, this is the only taxation

the only matter before me, it

iz the only thing I can deal with.

MR. WILKINSON:
year?
HIS HONOUR:

yvear, whatever you wish to do.

So I have to appeal every

You have to appeal every

They may reassess, they may
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not.

They should all have been dealt with at the
gsame time. I mean if you had other assessments —-

MR. WILKINGON: We have been sayving —-

MRS. WILKINSON: They went back —-

HIS HONOUR: Whoa, one at a +time, please,.
Sir?

MR. WILKINSON: We have been tryving to do

that for years. BSince 1895 we 've been trying to do this and
we keep getting advice from the people at income tax and we
keep hitting walls all the time. Now they said the way to
gat into Tax Court to get this is to, "Take the 1997, take
your inverter and that and go in and get it. Then when you
win on that, then ask the judge to get the other years
back”. That’s what I was told.

HIS HONOUR: I do not think they would
have said that, they know better.

With all due respect, Revenue knows very,
very well, unless some uninformed employee gave you —— that
I can only deal with, this Court can only deal with an
appeal from a specific assessment.

Each year is assessed separately. If you
want to appeal 1996, 1887, 1888, 1989 on the same basis
bacausme it raises the same grounds, you have to file an

appeal with respect to each of those years.
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You can combine them in one notice of appsal,
but the fact is they are separate assessments and we have to
deal with them separately.

And I cannot give any advice to you to
sorting your problems out with Revenue Canada, but I really
would suggest. if you have a number of years and you are
starting to run into time problems, that you had better get
some professional advice. That is the best advice I can
give you and that is the last bit of adviece I am giving
anybody this morning.

MR. WILKINSON: Yes, I understand exactly
what you ' re saying, Your Honour, because I 've said exactly
the same thing all the time and they assured me that, '"Oh,
no, no, this is the way you do it". So I guess we ' ll start
doing it a different way.

HIS HONOUR: You have been partly
successful.

MR. BOUVIER: There is one more small
issue in your notice of appeal that was raised that I just
want to address, it was the interest charged on balances
owing.

There was one more issue, 'Interest charged
on balances is excessive and illegal”, and I just wanted to

make sure that --

EIS HONOUR: Well, that goes with my
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order, though.
MR. BOUVIER: That the interest charged is
excessive and illegal, or —--
HIS HONOUR: No. It cannot be charged —-
I am scrry, 1 deo not follow you?
MR. BOUVIER: Well, she raises four points
in her notice of appeal, the fourth point is, "Interest

charged on baluuces owing is excessive and illegal”

HIS HONQUR: I do not have any
Jurisdiction over that as far as I am aware.

MR. BOUVIER: Fair encugh. I just wanted
a ruling on it, so the record was clear.

Thank vyou.

THE REGISTRAR: Order, Tax Court of Canada
in Winnipeg is now concluded.
-~ Upon adjourning at 10:35 a.m.
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Cyrena Sallis
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