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NOTE:  In  th is  publ icat ion,  the text  inser ted between square brackets 
represents the regular  pr int  in format ion.  

Is this guide for you? 
Use th is  guide i f  you are an employer and you prov ide benef i ts  or  
a l lowances to your employees,  such as:  

• automobi le benef i ts ;  

• board and lodging;  

• gi f ts  and awards;  

• group term l i fe  insurance pol ic ies;  

• in terest- f ree or  low- interest  loans;  

• meals;  

• tool  re imbursement or  a l lowance;  

• t ransi t  passes;  or  

• tu i t ion fees.  
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A benef i t  or  a l lowance can be paid to  your employee in cash (such as 
a meal  a l lowance) or  provided to  your employee in a manner other  
than cash (such as a park ing space or  a g i f t . )  

You may have to inc lude the value of  a benef i t  or  a l lowance in an 
employee's income, depending on the type of  benef i t  or  a l lowance and 
the reason you g ive i t .  

This guide expla ins your responsib i l i t ies and shows you how to 
calculate the value of  benef i ts  or  a l lowances.  

For  in format ion on calculat ing payrol l  deduct ions,  go to 
www.cra.gc.ca/payrol l  or  see Guide T4001,  EMPLOYERS'  GUIDE – 
PAYROLL DEDUCTIONS AND REMITTANCES. 

For  in format ion on f i l ing an informat ion return,  go to 
www.cra.gc.ca/sl ips  or  see the fo l lowing guides:  

• RC4120,  Employers '  Guide – Fi l ing the T4 Sl ip and Summary 

• RC4157,  Deduct ing Income Tax on Pension and Other Income, and 
Fi l ing the T4A Sl ip and Summary 
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I f  you have a v isual  impairment ,  you can get  our  publ icat ions in 
bra i l le ,  large pr int ,  e text  (CD),  or  MP3. For  more informat ion,  go to 
www.cra.gc.ca/alternate  or  ca l l  1-800-959-2221.  

La vers ion f rançaise de ce guide est  in t i tu lée GUIDE DE L 'EMPLOYEUR – 
AVANTAGES IMPOSABLES ET ALLOCATIONS. 

What's new? 

Web Forms 
Beginning in January 2012,  you can e lectronical ly  f i le  an 
informat ion return of  up to 50 T4 or  T4A s l ips in  a s ingle 
submission using the Canada Revenue Agency (CRA) Web Forms 
appl icat ion.  This serv ice wi l l  a l low you to:  

• Create an e lectronic T4 or  T4A informat ion return;  

• Val idate data in real  t ime,  wi th prompts to correct  errors before 
f i l ing;  

• Calculate the tota ls  for  the Summary;  
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• Print  and save T4 or  T4A s l ips;  and 

• Securely submit  encrypted T4 or  T4A informat ion returns over the 
Internet .  

For  more informat ion about  Web Forms,  go to 
www.cra.gc.ca/webforms.  
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Chapter 1 – General information 
What are your responsibil it ies? 
I f  you provide benef i ts  or  a l lowances to your employees,  you a lways 
have to go through the same steps.  I f  a  s tep does not  apply to you,  
sk ip i t  and go on to the next  s tep:  

• determine i f  the benef i t  is  taxable;  

• calculate the value of  the benef i t ;  

• calculate payrol l  deduct ions;  and 

• f i le  an informat ion return.  

Determine i f  the benefi t  is  taxable 

Your f i rs t  s tep is  to determine whether  the benef i t  you provide to your 
employee is  taxable and has to be inc luded in h is  or  her  employment 
income when the benef i t  is  received or  enjoyed.   
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Your employee is  considered to have received a benef i t  i f  you pay or  
provide something to h im or  her  that  is  personal  in  nature.  A benef i t  
can inc lude:  

• a re imbursement of  personal  expenses;  

• f ree use of  property ,  goods,  or  serv ices owned by you;  or  

• an al lowance.  

When you provide a benef i t  to  your employee you may have to inc lude 
the value of  i t  in  the employee's income. Whether or  not  the benef i t  is  
taxable depends on i ts  type and the reason an employee or  of f icer  
receives i t .  

The benef i t  may be paid in  cash (such as a meal  a l lowance or  
re imbursement of  personal  cel lu lar  phone charges) ,  or  provided in 
a manner other  than cash (we cal l  th is  a non -cash  benef i t ) ,  such as 
a park ing space or  a g i f t .  

To determine i f  the benef i t  is  taxable,  see Chapters 2 to 4.  
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Calculate the value of  the benefi t  

Once you determine that  the benef i t  is  taxable,  you need to calculate 
the value of  the speci f ic  benef i t .   

The value of  a benef i t  is  general ly  i ts  fa i r  market  value (FMV).   
This is  the pr ice that  can be obta ined in an open market  between 
two indiv iduals deal ing at  arm's length.  The cost  to you for  the 
par t icu lar  property,  good,  or  serv ice may be used i f  i t  ref lects the FMV 
of  the i tem or  serv ice.   

You must  be able to support  the value i f  you are asked.  

Goods and services tax/harmonized sales tax (GST/HST) and 
provincial  sales tax (PST) 

When you calculate the value of  the taxable benef i t  you provide to an 
employee,  you may have to inc lude an amount  for  the GST/HST and 
PST. 

The benef i t  should inc lude the GST/HST payable by you,  as wel l  as 
the tax that  would have been payable i f  you were not  exempt f rom 
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paying the tax because of  the type of  employer you are or  the nature 
of  the use of  the property or  serv ice.  

The amount  of  the GST/HST you inc lude in the value of  the taxable 
benef i ts  you provide to employees is  based on the gross amount  of  
the benef i ts ,  before you subtract  any amounts the employee 
re imbursed you for  those benef i ts .  

You do not  have to inc lude the GST/HST for :  

• cash remunerat ion (such as salary,  wages,  and a l lowances);  or  

• a taxable benef i t  that  is  an exempt supply  or  a zero-rated supply  
as def ined in the EXCISE TAX ACT.  

For  more informat ion on exempt or  zero-rated suppl ies,  go to 
www.cra.gc.ca/gsthst  or  see Guide RC4022,  GENERAL INFORMATION 
FOR GST/HST REGISTRANTS. 

For  more informat ion on how the GST/HST appl ies to a speci f ic  
benef i t  or  a l lowance,  go to the sect ion in th is  guide about  that  type 
of  benef i t  or  a l lowance.  Remember that  you st i l l  have to inc lude any 
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o ther  taxes (such as PST) in  the value of  the benef i t .  Calculate the 
GST/HST before any other  taxes.  

I f  you are a GST/HST regist rant ,  you may have to remit  the GST/HST 
for  the taxable benef i ts  you provide to your employees.  For  more 
informat ion,  see Chapter  5.  

Note 
The rates used in th is  guide are based on the current  rates set  
under sect ion 173 of  the EXCISE TAX ACT (ETA) and i ts  Regulat ions 
for  taxable benef i ts  provided in the 2011 tax year.  

Calculate payrol l  deductions 

After  you calculate the value of  the benef i t ,  inc luding any taxes that  
may apply,  add th is  amount  to the employee's income for  each pay 
per iod or  when the benef i t  is  received or  enjoyed.  This g ives you the 
tota l  amount  of  income subject  to payrol l  deduct ions.  You then 
wi thhold deduct ions f rom the employee's  tota l  pay in the pay per iod in 
the normal  manner.  
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Cash benefi ts 

Canada Pension Plan (CPP)  –  When a benefi t  paid in  cash is  
taxable,  i t  is  a lso pensionable.  This means you have to deduct  
CPP contr ibut ions f rom the employee's pay.  I t  a lso means that  you 
have to pay the employer 's  share of  CPP to the Canada Revenue 
Agency (CRA).  

I f  the employment  is  not  pensionable under the CANADA PENSION 
PLAN,  then any taxable benef i ts  paid in cash are not  pensionable and 
are a lso not  subject  to CPP contr ibut ions.  For  more informat ion,  see 
"Excluded employment"  in  Chapter  2 of  Guide T4001,  EMPLOYERS'  
GUIDE – PAYROLL DEDUCTIONS AND REMITTANCES.  

Employment Insurance (EI)  –  When a benefi t  paid in  cash is  taxable,  
i t  is  a lso insurable.  This means you have to deduct  EI  premiums f rom 
the employee's pay.  I t  a lso means that  you have to pay the employer 's  
share of  EI  to the CRA. 

I f  the employment  is  not  insurable under the EMPLOYMENT INSURANCE 
ACT,  then any taxable benef i ts  paid in  cash are not  insurable and are 
a lso not  subject  to EI  premiums. For more informat ion,  see "Excluded 



–  18  –  

employment"  in  Chapter  3 of  Guide T4001,  EMPLOYERS'  GUIDE – 
PAYROLL DEDUCTIONS AND REMITTANCES. 

Income tax  –  When a benef i t  paid in  cash is  taxable,  you have to 
deduct  income tax f rom the employee's tota l  pay in the pay per iod.  

Non-cash benefi ts  

CPP  –  When a non-cash benefi t  is  taxable,  i t  is  a lso pensionable.  
This means you have to deduct  CPP contr ibut ions f rom the 
employee's pay.  I t  a lso means that  you have to pay the employer 's  
share of  CPP to the CRA. 

Note 
Except  for  secur i ty  opt ions,  i f  a  non-cash taxable benef i t  is  the only  
form of  remunerat ion you provide to your employee,  there is  no 
remunerat ion f rom which to wi thhold deduct ions.  You do not  have to 
wi thhold CPP contr ibut ions on the amount  of  the benef i t ,  even i f  the 
value of  the benef i t  is  pensionable.  Also,  you do not  have to remit  
your  share of  the CPP. 
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EI – When a non-cash benefi t  is  taxable,  general ly ,  i t  is  not  
insurable.  Do not  deduct  EI  premiums. Except ions to th is  ru le are:  

• the value of  board and lodging an employee receives dur ing a 
per iod in which you pay the employee a salary in  cash.  For  more 
informat ion,  see "Board and lodging,"  on page 57 [13] ;  and 

• employer-paid RRSP contr ibut ions when the employee can wi thdraw 
the amounts.  For  more informat ion,  see "Registered ret i rement 
savings p lans (RRSPs),"  on page 136 [26] .  

Income tax  –  When a non-cash benef i t  is  taxable,  you have to deduct  
income tax f rom the employee's tota l  pay in the pay per iod.  Except  for  
secur i ty  opt ions,  i f  a  non-cash benef i t  is  of  such a large value that  
wi thhold ing the income tax wi l l  cause undue hardship,  you can spread 
the tax you wi thhold over  the balance of  the year.  We consider  undue 
hardship to occur i f  the required wi thhold ing resul ts  in  your employee 
being unable to pay reasonable expenses re lated to basic fami ly  
needs.  Basic fami ly  needs are those re lated to food,  c loth ing,  shel ter ,  
heal th,  t ransportat ion and chi ldcare.  
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Note 
Except  for  secur i ty  opt ions,  i f  a  non-cash taxable benef i t  is  the only  
form of  remunerat ion you provide to your employee,  there is  no 
remunerat ion f rom which to wi thhold deduct ions.  You do not  have to 
wi thhold income tax on the amount  of  the benef i t ,  even i f  the value 
of  the benef i t  is  taxable.   

For  more informat ion on calculat ing payrol l  deduct ions,  go to 
www.cra.gc.ca/payrol l  or  see Guide T4001,  EMPLOYERS'  GUIDE – 
PAYROLL DEDUCTIONS AND REMITTANCES. 

File an information return 

You must  f i le  an informat ion return on or  before the last  day of  
February of  the fo l lowing calendar year,  or  when you no longer have 
any employees.  A T4 s l ip  is  one example of  an informat ion return.  

• I f  you are an employer,  report  the value of  the taxable benef i t  or  
a l lowance on a T4 s l ip  in  box 14,  "Employment income." Also report  
the value of  the taxable benef i t  or  a l lowance in the "Other 
in format ion" area at  the bot tom of  the employee's s l ip  and use 
code 40,  unless we te l l  you to  use a d i f ferent  code.  
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• I f  you are a th i rd-par ty  payer provid ing taxable benef i ts  or  
a l lowances to employees of  another  employer,  report  the benef i ts  in  
the "Other in format ion"  area at  the bot tom of  the T4A s l ip .  Use the 
code provided for  the speci f ic  benef i t .  

I f  a  benef i t  or  a l lowance descr ibed in th is  guide is  non-pensionable,  
non- insurable,  and non-taxable,  do not  inc lude i t  in  income and do 
not  report  i t  on an informat ion s l ip .  

For  more informat ion on report ing benef i ts  and a l lowances,  go to 
www.cra.gc.ca/sl ips  or  see the fo l lowing guides:   

• RC4120,  Employers '  Guide – Fi l ing the T4 Sl ip and Summary 

• RC4157,  Deduct ing Income Tax on Pension and Other Income, and 
Fi l ing the T4A Sl ip and Summary 

Benefits chart 
Use the benef i ts  char t  on page 198 [39]  to f ind out  i f  you should 
deduct  CPP contr ibut ions and EI  premiums on the taxable  amounts,  
and which codes to use to report  the taxable amounts on an 
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employee's T4 s l ip .  The chart  a lso shows whether  to inc lude GST/HST 
in the value of  the benef i t  for  income tax purposes.  

Employee's allowable employment expenses 
Your employee may be able to c la im cer ta in employment expenses on 
h is  or  her  income tax and benef i t  return i f ,  under the contract  of  
employment,  the employee had to pay for  the expenses in quest ion.  
This contract  of  employment does not  have to be in wr i t ing but  you 
and your employee have to agree to the terms and understand what  is  
expected.  

Examples 

• you a l low your employee to use h is  personal  motor  vehic le for  
business and pay h im a monthly  motor  vehic le a l lowance to pay 
for  the operat ing expenses and you inc lude the a l lowance in the 
employee's employment income as a taxable benef i t ,  or  

• you have a formal  te lework arrangement wi th your employee that  
a l lows th is  employee to work at  home. Your employee pays for  the 
expenses of  th is  work space on h is  or  her  own.  
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I f  your  employee is  able to deduct  employment expenses f rom his or  
her  income, you have to complete and s ign Form T2200,  DECLARATION 
OF CONDIT IONS OF EMPLOYMENT.  By s igning the form, the employer is  
cer t i fy ing that  the informat ion on the form is  correct ,  the employee 
had to pay for  the expenses under h is  or  her  employment contract ,  
and the employee met the required condi t ions to deduct  the expenses.  
I t  is  the employee's responsib i l i ty  to c la im the expenses on h is  or  her  
income tax return and to keep records to support  the c la im.  

The employee does not  have to f i le  Form T2200 wi th h is  or  her  return.  
However,  the employee has to keep th is  form in case we ask to see i t  
la ter .  

For  more informat ion on a l lowable employment expenses,  see 
Guide T4044,  EMPLOYMENT EXPENSES,  Interpretat ion Bul let ins IT-522,  
VEHICLE,  TRAVEL AND SALES EXPENSES OF EMPLOYEES,  IT-352R2, 
EMPLOYEE'S  EXPENSES,  INCLUDING WORK SPACE IN  HOME EXPENSES and 
Informat ion Circular  IC73-21,  CLAIMS FOR MEALS AND LODGING 
EXPENSES OF TRANSPORT EMPLOYEES.  
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Chapter 2 – Automobile and motor vehicle benefits 
and allowances 

In  th is  chapter ,  the term vehicle  inc ludes both automobi les and motor  
vehic les not  def ined as automobi les.  Al though an automobi le is  a k ind 
of  motor  vehic le,  we t reat  them di f ferent ly  for  tax purposes.  

Automobile 
An automobile  is  a motor  vehic le that  is  designed or  adapted main ly  
to carry indiv iduals on h ighways and st reets,  and has a seat ing 
capaci ty  of  not  more than the dr iver  and e ight  passengers.  

An automobi le does not  inc lude:  

• an ambulance;  

• clear ly  marked pol ice or  f i re  emergency response vehic les;  

• clear ly  marked emergency medical  response vehic les that  you use 
to carry emergency medical  equipment and one or  more emergency 
medical  at tendants or  paramedics;  
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• a motor  vehic le you bought  to use pr imar i ly  (more than 50% of  the 
d is tance dr iven)  as a tax i ,  a  bus used in a business of  t ransport ing 
passengers,  or  a hearse in  a funeral  business;  

• a motor  vehic le you bought  to sel l ,  rent ,  or  lease in  a motor  vehic le 
sales,  renta l ,  or  leasing business,  except  for  benef i ts  ar is ing f rom 
personal  use of  an automobi le;  

• a motor  vehic le (other  than a hearse)  you bought  to use in a funeral  
business to t ransport  passengers,  except  for  benef i ts  ar is ing f rom 
personal  use of  an automobi le;   

• a van,  p ick-up t ruck,  or  s imi lar  vehic le that :  

–  can seat  no more than the dr iver  and two passengers,  and in the 
year i t  is  acquired or  leased is  used pr imar i ly  to t ransport  goods 
or  equipment in  the course of  business;  or  

–  in  the year i t  is  acquired or  leased,  is  used 90% or more of  the 
d is tance dr iven to t ransport  goods,  equipment,  or  passengers in 
the course of  business;  or  
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• pick-up t rucks that  you bought  or  leased in the tax year that :  

–  you used pr imar i ly  to t ransport  goods,  equipment,  or  passengers 
in the course of  earning or  producing income; and  

–  you used at  a remote work locat ion or  a t  a specia l  work s i te  that  
is  at  least  30 k i lometres away f rom any communi ty  having a 
populat ion of  at  least  40,000.  

Note 
I f  the back par t  or  t runk of  a van,  p ick-up t ruck,  or  s imi lar  vehic le 
has been permanent ly  a l tered and can no longer be used as a 
passenger vehic le,  i t  is  no longer considered an automobi le.  

Motor vehicle 
A motor vehicle  is  an automot ive vehic le designed or  adapted for  use 
on h ighways and st reets.  I t  does not  inc lude a t ro l ley bus or  a vehic le 
designed or  adapted for  use only on ra i ls .  
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Keeping records 
You and your employees have to keep records on the usage of  the 
vehic le so that  you can proper ly  ident i fy  the business and personal  
use amounts of  the tota l  k i lometres dr iven in a calendar year by an 
employee or  a person re lated to the employee.  The records may 
conta in informat ion re lat ing to the business dest inat ion such as the 
date,  the name and address of  the c l ient ,  and the d is tance t ravel led 
between home and the c l ient 's  p lace of  business.  For  more 
informat ion,  go to www.cra.gc.ca/records  or  see Guide RC4409,  
KEEPING RECORDS.  

Automobile and motor vehicle benefits 
An employee may use one of  your  vehic les for  purposes other  than 
business.  The personal  use of  the vehic le is  considered a taxable 
benef i t  for  the employee.  

An employee may use h is  or  her  personal  vehic le to carry out  h is  or  
her  employment dut ies and get  an a l lowance for  the business use of  
that  vehic le.  The re imbursement for  th is  use may be a taxable 
a l lowance.  
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For  more informat ion,  see "Automobi le and motor  vehic le a l lowances,"  
on page 47 [11] .  

I f  the vehic le you provide to your employee is  not  inc luded in the 
def in i t ion of  automobi le as descr ibed on page 24 [7] ,  see "Benef i t  for  
motor  vehic les not  def ined as an automobi le,"  on page 44 [10] .  

Personal driving 
The personal  dr iv ing of  an employer 's  vehic le is  a taxable benef i t  for  
the employee.  

Personal  dr iv ing is  any dr iv ing by an employee,  or  a person re lated to 
the employee,  for  purposes not  re lated to h is  or  her  employment.  

This inc ludes:  

• vacat ion t r ips;  

• dr iv ing to conduct  personal  act iv i t ies;  and 
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• t ravel  between home and work (even i f  you ins is t  that  the employee 
dr ive the vehic le home).  For  detai ls ,  see "Transportat ion to and 
f rom home,"  on page 150 [29] .  

We do not  consider  i t  to  be personal  dr iv ing i f  you need or  a l low the 
employee to t ravel  d i rect ly  f rom home to a point  of  ca l l  (such as a 
salesperson v is i t ing customers)  other  than your p lace of  business to 
which the employee regular ly  reports ,  or  to return home f rom that  
point .  

Calculating automobile benefits 
The benef i t  for  an automobi le you provide for  the year is  general ly :  

• a standby charge for  the year;  plus  

• an operat ing expense benef i t  for  the year;  minus  

• any re imbursements employees make in the year for  benef i ts  you 
otherwise inc lude in thei r  income for  the standby charge or  the 
operat ing expenses.  
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Tools to help you calculate the automobile benefi t  

You can use e i ther  of  the tools below to calculate the fo l lowing 
amounts:  

• the est imated automobi le benef i t  for  wi thhold ing purposes;  and 

• the taxable benef i t  that  you have to report  on a T4 or  T4A s l ip .  

Automobile Benefi ts Online Calculator 

The calculator is avai lable at  www.cra.gc.ca/autobenefits-calculator.  

Worksheet 

You can get  Form RC18, CALCULATING AUTOMOBILE BENEFITS FOR 2011,  
by going to www.cra.gc.ca/forms  or  by cal l ing 1-800-959-2221.  

Calculat ing a standby charge 

The standby charge is  for  the benef i t  employees get  when your 
automobi le is  avai lable for  thei r  personal  use.  
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I f  the employee does not  use your automobi le for  personal  dr iv ing,  
there is  no  taxable benef i t ,  even i f  the automobi le is  avai lable to the 
employee for  the ent i re year.  This appl ies as long as you require the 
employee to use the automobi le in  the course of  h is  or  her  
employment.  

You calculate the standby charge d i f ferent ly  depending on whether  
you own  or  lease  the automobi le.  Both calculat ions are inc luded 
below. 

Automobile you own 

Base the standby charge on:  

• 2% of  the automobi le 's  cost  to you;  

• the number of  30-day per iods in the year the automobi le was 
avai lable to the employee;  

• the personal  dr iv ing done whi le the automobi le was avai lable to the 
employee;  and 

• the amount  of  any payment ( re imbursement)  you got  f rom the 
employee for  the standby charge.  
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Your automobile costs 

The cost  of  your automobi le for  determining the standby charge is  the 
tota l  of  the fo l lowing two amounts:  

• the cost  of  the automobi le when you bought  i t ,  inc luding opt ions,  
accessor ies,  and the GST/HST and PST, but not including  any 
reduct ion for  a t rade- in;  and 

• the cost  of  addi t ions ( inc luding the GST/HST and PST) you made to 
the automobi le af ter  you bought  i t  ( that  you add to the capi ta l  cost  
of  the automobi le to calculate the deduct ion for  depreciat ion) .  

Specia l ized equipment you add to  the automobi le to meet  the 
requirements of  a d isabled person or  for  employment such as cel lu lar  
phones,  two-way radios,  heavy-duty suspension,  and power winches 
are not  considered to be par t  of  the automobi le 's  cost  for  purposes of  
calculat ing the standby charge.  
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Availabi l i ty 

A vehic le is  avai lable to employees i f  they have access to or  contro l  
over  the vehic le.  Access ends when an employee returns a l l  the 
vehic le 's  keys.  

Fleet operat ions 

You may operate a f leet  or  pool  of  automobi les f rom which an 
employee uses several  automobi les dur ing the year.  I f  you assign an 
automobi le to an employee f rom a f leet  or  pool  on a long- term or  
exclus ive basis,  you have to  base the standby charge on the 
automobi le you have assigned to the employee.  

However,  i f  the f leet  is  most ly  the same or  i f  you group i t  in to a few 
s imi lar  groups,  you can calculate the standby charge based on the 
average cost  of  the group f rom which you provide the automobi le.  You 
and the employee have to agree to th is .  

For  more informat ion on grouping automobi les by average cost ,  see 
Interpretat ion Bul let in  IT-63,  BENEFITS,  INCLUDING STANDBY CHARGE 
FOR AN AUTOMOBILE,  FROM THE PERSONAL USE OF A  MOTOR VEHICLE 
SUPPLIED BY AN EMPLOYER – AFTER 1992.  
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Automobile you lease 

Base the standby charge on:  

• two-th i rds of  the cost  of  your  automobi le lease,  less the amount  
payable to the lessor  for  insur ing against  loss,  damage,  or  l iab i l i ty  
resul t ing f rom use of  the automobi le;  

• the number of  30-day per iods in the year the automobi le was 
avai lable to the employee;  

• the personal  dr iv ing done whi le the automobi le was avai lable to the 
employee;  and 

• the amount  of  any payment ( re imbursement)  you got  f rom the 
employee for  the standby charge.  

Your leasing costs 

Leasing costs of  your  automobi le used in calculat ing the standby 
charge inc lude:  

• the renta l  cost  for  the automobi le;  and 
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• any associated costs,  such as maintenance contracts,  excess 
mi leage charges,  terminal  charges less terminal  credi ts ,  and the 
GST/HST and PST that  you pay to the lessor  under the leasing 
contract .  

Leasing costs do not  inc lude l iabi l i ty  and col l is ion insurance costs.  

Lump-sum lease payments 

Lump-sum amounts you pay the lessor  at  the beginning or  end of  a 
lease that  are not  a payment to buy the automobi le wi l l  a f fect  the 
standby charge for  the automobi le.  

Prorate the lump-sum payment you  make  at  the beginning  o f  a lease 
over the l i fe  of  the lease.  

I f  you make  a lump-sum payment  at  the end  o f  a lease,  we consider  i t  
to  be a terminal  charge.  This means your lease costs should have 
been higher and the standby charge for  the automobi le has been 
understated.   
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In  th is  s i tuat ion,  you can use one of  the fo l lowing methods:  

• add the terminal  charge to the lease costs in  the year you end the 
lease;  or  

• prorate the payment over  the term of  the lease and amend the T4 or  
T4A s l ip  of  the employee who used the automobi le,  as long as he or  
she agrees and can st i l l  ask for  an income tax adjustment  for  the 
years in  quest ion.  

Each employee can then wr i te to any tax serv ices of f ice or  tax centre 
and ask us to adjust  h is  or  her  income tax and benef i t  returns for  
those years.  

A lump-sum payment you receive  f rom the lessor at  the end  of a 
lease  is  considered to be a terminal  credit .  When th is  happens,  the 
standby charge for  the automobi le  has been overstated s ince the 
lease costs should have been lower.  In th is  s i tuat ion,  you can use one 
of  the fo l lowing methods:  

• deduct  the terminal  credi t  f rom the lease costs in  the year you end 
the lease;  or  
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• amend the T4 or  T4A s l ip  of  the employee who used the automobi le 
and provide a let ter  expla in ing the reduct ion,  as long as the 
employee agrees and can st i l l  ask for  an income tax adjustment  for  
the years in  quest ion.  

Each employee can then wr i te to any tax serv ices of f ice or  tax centre 
and ask us to adjust  h is  or  her  income tax and benef i t  returns for  
those years.  

Whichever method you use when you make or  receive a lump-sum 
payment at  the end of  the lease,  inc lude the GST/HST. 

Employees who sel l  or  lease automobiles 

You can modi fy  the calculat ion of  the standby charge for  indiv iduals 
you employ to sel l  or  lease automobi les i f  al l  o f  the fo l lowing 
condi t ions apply:  

• you employ the indiv idual  main ly  to sel l  or  lease automobi les;  

• you made an automobi le you own avai lable to that  indiv idual  or  to 
someone re lated to that  indiv idual ;  and 

• you acquired at  least  one automobi le dur ing the year.  
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You can choose the rate of  1.5% instead of  2% for  the automobi le 's  
cost  to you,  and calculate your automobi le cost  as the greater  of  the 
fo l lowing two amounts:  

• the average cost  of  al l  automobi les you acquired to sel l  or  lease in 
the year;  or  

• the average cost  of  al l  new  automobi les you acquired to sel l  or  
lease in the year.  

Reducing the standby charge 

Calculate the standby charge at  a reduced rate i f  the fo l lowing 
condi t ions apply:  

• you require your employee to use the automobi le to per form his or  
her  dut ies;  

• the employee uses the automobi le more than 50% of  the d is tance 
dr iven for  business purposes;  and 

• the k i lometres for  personal  use is  not  more than 1,667 per  30-day 
per iod or  a tota l  of  20,004 k i lometres a year.  
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For  more informat ion,  see Form RC18, CALCULATING AUTOMOBILE 
BENEFITS FOR 2011.  

Partnerships 

You have to inc lude a standby charge in the income of  a par tner  or  an 
employee of  a par tner  i f  a  par tnership makes an automobi le avai lable 
for  personal  use to:  

• a par tner  or  a person re la ted to the par tner ;  or  

• an employee of  a par tner  or  a person re lated to an employee of  a 
par tner .  

Calculat ing an operat ing expense benefi t  

When you (or  a person re lated to you) provide an automobi le to an 
employee and pay for  the operat ing expenses re lated to personal  use 
( inc luding the GST/HST and PST),  th is  payment is  a taxable benef i t  
for  the employee.  

Operat ing expenses inc lude:  

• gasol ine and o i l ;  
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• maintenance charges and repair  expenses,  less insurance 
proceeds;  and 

• l icences and insurance.  

Operat ing expenses do not  inc lude:  

• in terest ;  

• capi ta l  cost  a l lowance for  an automobi le you own;  

• lease costs for  a leased automobi le;  or  

• park ing costs.  

I f  you pay any amount  of  operat ing expenses,  you have to determine 
the operat ing expense benef i t  by us ing e i ther  the opt ional  or  
f ixed-rate calculat ion.  

Optional  calculat ion 

You can choose the opt ional  method to calculate the automobi le 's  
operat ing expense benef i t  i f  al l  of  the fo l lowing condi t ions apply:  

• You inc lude a standby charge in your employee's income. 
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• Your employee uses the automobi le more than 50% of  the d is tance 
dr iven in the course of  h is  or  her  of f ice or  employment.  

• Your employee not i f ies you in wr i t ing before the end of  the tax year 
to use th is  method.  

I f  al l  o f  these condi t ions are met,  ca lculate the operat ing expense 
benef i t  o f  the automobi le at  half  of  the standby charge  before 
deduct ing any payments ( re imbursements)  your employee or  a person 
re lated to your employee makes.  In some cases,  th is  opt ional  
ca lculat ion may resul t  in  a h igher benef i t  amount  than the f ixed-rate 
calculat ion.  

Fixed-rate calculat ion 

The f ixed rate for  2011 is  24¢ per  k i lometre of  personal  use ( inc luding 
the GST/HST and PST).  

I f  the employee's main source of  employment is  sel l ing or  leasing 
automobi les,  the f ixed rate for  2011 is  21¢ per  k i lometre of  personal  
use ( inc luding the GST/HST and PST).  
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Note 
When you use the f ixed-rate calculat ion,  you st i l l  have to keep 
records of  th is  benef i t .  

Reimbursement for operat ing expenses 

I f  the employee re imburses you in the year or  no later  than 45 days 
af ter  the end of  the year for  al l  operat ing expenses ( inc luding the 
GST/HST and PST) at t r ibutable to personal  use,  you do not  have to 
calculate an operat ing expense benef i t  for  the year.  

I f  the employee re imburses you for  part  o f  the automobi le 's  operat ing 
expenses in the year or  no later  than 45 days af ter  the end of  the 
year,  deduct  the payment f rom the f ixed-rate calculat ion of  the 
benef i t .  

Operating Expenses paid by Employee to Third Party 

I f  you provide an automobi le to an employee and you require your 
employee to pay a th i rd par ty  for  par t  or  a l l  o f  the operat ing expenses 
( inc luding the GST/HST and PST) in the year,  administ rat ive ly ,  we wi l l  
a l low you to deduct  the por t ion of  the payments at t r ibutable to 
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personal  use f rom the f ixed-rate calculat ion of  the operat ing expense 
benef i t .  

Note 
The port ion of  the operat ing expenses that  re lates to personal  use is  
the percentage obta ined by d iv id ing the number of  personal  
k i lometres by the tota l  number of  k i lometres dr iven by the employee 
dur ing the year whi le the automobi le was avai lable to the employee.  

Example 
In  2011,  you provided your employee wi th an automobi le.  She drove 
30,000 k i lometres dur ing the year,  wi th 10,000 k i lometres for  
personal  use.  

You paid $3,000 in costs associated wi th maintenance,  l icences,  
and insurance.  

Calculate the par t  of  the operat ing expenses that  re lates to her  
personal  use of  the automobi le as fo l lows:  

10,000 km  × $3,000 = $1,000 

30,000 km  
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I f  she re imbursed you for  the total  amount  of  $1,000 in the year,  or  
no later  than 45 days af ter  the end of  the year,  you do not  have to 
calculate an operat ing expense benef i t  for  her .  

However,  i f  she re imbursed you for  only  $800 of  the expenses you 
paid in  the year,  or  no later  than 45 days af ter  the end of  the year,  
the operat ing expense benef i t  is  $1,600,  calculated as fo l lows:  

10,000 km × 24¢ = $2,400 

$2,400 – $800 = $1,600 

Benefit  for motor vehicles not defined as an automobile 
I f  the vehic le you provide to your employee is  not  inc luded in the 
def in i t ion of  automobi le,  there is  no  s tandby charge or  operat ing 
expense benef i t  for  the personal  use of  the motor  vehic le.  

A taxable benef i t  s t i l l  appl ies for  any personal  use of  the motor  
vehic le.  You would have to reasonably est imate the fa i r  market  value 
of  the benef i t ,  inc luding the GST/HST. 
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In  s i tuat ions where a motor  vehic le other  than an automobi le is  
essent ia l  to  the employer 's  business operat ion,  and the only personal  
use is  to provide t ransportat ion between an employee's res idence and 
the employer 's  p lace of  business,  i t  may be appropr iate to calculate 
the benef i t  to  the employee on a cents-per-k i lometre basis for  
equivalent  automobi le t ransportat ion.  

For  a l is t  of  vehic les not  def ined as an automobi le,  see page 24 [7] .  

For  more informat ion,  see "Transportat ion to and f rom home,"  on 
page 150 [29]  or  Interpretat ion Bul let in  IT-63,  BENEFITS,  INCLUDING 
STANDBY CHARGE FOR AN AUTOMOBILE,  FROM THE PERSONAL USE OF A  
MOTOR VEHICLE SUPPL IED BY AN EMPLOYER – AFTER 1992.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Report ing automobile or motor vehicle benefi ts on the T4 sl ip 

Report  the value of  the benef i t  inc luding the GST/HST that  appl ies in  
box 14,  "Employment income,"  and in the "Other in format ion" area 
under code 34  a t  the bot tom of  the employee's T4 s l ip .  

Shareholder 's benefi t  

The automobi le or  motor  vehic le benef i t  to  the shareholder  of  a 
corporat ion (or  a person re lated to the shareholder)  has to be 
inc luded in the income of  the shareholder .  

Report  the benef i t  on a T4 s l ip  when the indiv idual  is  a shareholder  
and an employee and you provide the vehic le to the indiv idual  (or  a 
person re lated to that  indiv idual )  in  h is  or  her  capaci ty  as an 
employee.  

Report  the benef i t  us ing code 028,  "Other  income" in the "Other 
in format ion" area at  the bot tom of  the T4A s l ip  in  e i ther  of  the 
fo l lowing s i tuat ions:  

• The shareholder  is  not  an employee.  
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• The indiv idual  is  a shareholder  and an employee,  and you provide 
the vehic le to the indiv idual  in  h is  or  her  capaci ty  as a shareholder .  

Automobile and motor vehicle allowances 
An al lowance is  any payment that  employees receive f rom an 
employer for  us ing thei r  own vehic le in  connect ion wi th or  in  the 
course of  thei r  of f ice or  employment wi thout  having to  account  for  i ts  
use.  This payment is  in  addi t ion to thei r  sa lary or  wages.  
An a l lowance is  taxable unless i t  is  based on a reasonable 
per-k i lometre rate.  

This sect ion expla ins common forms of  automobi le and motor  vehic le 
a l lowances.  

Employees receiv ing a taxable a l lowance may be able to c la im 
al lowable expenses on thei r  income tax and benef i t  return.  See 
"Employee's a l lowable employment expenses,"  on page 22 [6] .  
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Reasonable per-ki lometre al lowance 

I f  you pay your employee an a l lowance based on a per-k i lometre rate 
that  we consider  reasonable,  do not  deduct  CPP contr ibut ions,  
EI  premiums, or  income tax.  

The type of  vehic le and the dr iv ing condi t ions usual ly  determine 
whether  we consider  an a l lowance to be reasonable.  The 
per-k i lometre rates that  we usual ly  consider  reasonable are the 
amounts prescr ibed in sect ion 7306 of  the INCOME TAX REGULATIONS. 
Al though these rates represent  the maximum amount  that  you can 
deduct  as business expenses,  you can use them as a guidel ine to 
determine i f  the a l lowance paid to  your employee is  reasonable.  

We consider  an a l lowance to be reasonable i f  al l  the fo l lowing 
condi t ions apply:  

• The al lowance is  based only on the number of  business k i lometres 
dr iven in a year.  

• The rate per-k i lometre is  reasonable.  

• You did not  re imburse the employee for  expenses re lated to the 
same use of  the vehic le.  This does not  apply to s i tuat ions where 
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you re imburse an employee for  to l l  or  ferry charges or  
supplementary business insurance,  i f  you determined the a l lowance 
wi thout  inc luding these re imbursements.  

When your employees complete thei r  income tax and benef i t  return,  
they do not  inc lude th is  a l lowance in income. 

Reasonable al lowance rates 

For 2011,  they are:  

• 52¢ per k i lometre for  the f i rs t  5,000 k i lometres dr iven;  and 

• 46¢ per k i lometre dr iven af ter  that .  

In  the Northwest  Terr i tor ies,  Yukon,  and Nunavut ,  there is  an 
addi t ional  4¢ per  k i lometre a l lowed for  t ravel .  

Per-ki lometre al lowance rates that we do not consider reasonable 

I f  you pay your employee an a l lowance based on a per-k i lometre rate 
that  we do not  consider  reasonable because i t  is  e i ther  too h igh or  
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too low,  i t  is  a taxable benef i t  and has to be inc luded in the 
employee's income. 

Note 
I f  you pay your employee an a l lowance that  is  unreasonably low and  
your  employee does not  c la im al lowable expenses on h is  or  her  
income tax and benef i t  return,  you may not  have to inc lude i t  in  h is  
or  her  income. 

Flat-rate al lowance 

I f  you pay your employee an a l lowance based on a f la t  rate that  is  not  
re lated to the number of  k i lometres dr iven,  i t  is  a taxable benef i t  and 
has to be inc luded in the employee's income. 

Combination of  f lat-rate and reasonable per-ki lometre al lowances 

I f  you pay your employee an a l lowance that  is  a combinat ion of  
f la t - rate and reasonable per-k i lometre a l lowances that  cover the same 
use  for  the vehic le,  the tota l  combined a l lowance is  a taxable benef i t  
and has to be inc luded in the employee's income. 
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Example 1 
You pay an a l lowance to your employee as fo l lows:  

• a f la t  per-d iem rate to of fset  the employee's f ixed expenses for  
each day the vehic le is  required;  and 

• a reasonable per-k i lometre rate for  each k i lometre dr iven to of fset  
the operat ing expenses.  

The f la t  per-d iem rate compensates the employee for  some of  the 
same use on which the reasonable per-k i lometre a l lowance is  
based.  That  is ,  the f ixed expenses incurred by the employee to 
operate the vehic le.  

The combined amount  is  considered one a l lowance and therefore 
taxable,  s ince i t  is  not  based only  on the number of  k i lometres the 
vehic le is  used for  employment purposes.  

Example 2 
You pay an a l lowance to your employee as fo l lows:  

• a f la t - rate per  month for  t ravel  ins ide the employment d is t r ic t ;  and 
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• a reasonable per-k i lometre rate for  employment-re lated t ravel  
outs ide the employment d is t r ic t .  

S ince the f la t - rate a l lowance does not  cover any of  the same use of  
the vehic le on which the reasonable per-k i lometre a l lowance is  
based,  the a l lowances are considered separate ly.  

The reasonable per-k i lometre a l lowance paid for  t ravel  outs ide the 
d is t r ic t  is  not included in income.  The amount  based on a f la t - rate 
paid for  t ravel  ins ide the d is t r ic t  is  taxable,  s ince i t  is  not  based 
only on the number of  k i lometres for  which the vehic le is  used in 
connect ion wi th the employment.  

Only the tota l  of  the monthly  f la t- rate a l lowance has to be reported 
in box 14,  "Employment income,"  and in the "Other in format ion" area 
under code 40  a t  the bot tom of  the employee's T4 s l ip .  

Reimbursement or advance for travel  expenses 

A reimbursement  is  a payment you make to your employees as a 
repayment for  amounts they spent  (such as gas and meals)  whi le 
conduct ing your business.  General ly ,  the employee completes a c la im 
or  expense report  deta i l ing the amounts spent .  Do not  inc lude a 
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reasonable re imbursement (which is  par t  of  your business expenses) 
in  the employee's income. 

An advance  is  an amount  you g ive to employees for  expenses they 
wi l l  incur  on your business.  An accountable  advance  is  one that  you 
g ive to an employee who has to account  for  h is  or  her  expenses by 
producing vouchers and return any amount  he or  she d id not  spend.  

Usual ly ,  a re imbursement or  an accountable advance for  t ravel  
expenses is  not  income for  the employee receiv ing i t  unless i t  
represents payment of  the employee's personal  expenses.  

Averaging allowances 
To comply wi th the ru les on reasonable per-k i lometre a l lowances,  
employees have to f i le  expense c la ims wi th you on an ongoing basis,  
s tar t ing at  the beginning of  the year.  

A f la t - rate or  lump-sum al lowance that  is  not  based on the number of  
k i lometres dr iven cannot  be averaged at  the end of  the year to 
determine a reasonable per-k i lometre rate and then be excluded f rom 
the employee's income. 
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We understand the administ rat ive problems that  can resul t  f rom th is .  
As a resul t ,  we are g iv ing you a choice.  I f  you make accountable 
advances to employees for  vehic le expenses,  you do not  have to 
inc lude them in the employee's income i f  al l  the fo l lowing condi t ions 
are met :  

• There is  a pre-establ ished per-k i lometre rate that  is  not  more than 
a reasonable amount .  

• The rate and the advances are reasonable under the c i rcumstances.  

• You document th is  method in the employee's record.  

• No other  provis ion of  the INCOME TAX ACT requires you to inc lude 
the advances in the employee's income. 

Employees have to account  for  the business k i lometres they t ravel led 
and any advances they received.  They have to do so on the date thei r  
employment ends in the year,  or  by the calendar year-end,  whichever 
is  ear l ier .  

At that t ime, you have to pay any amounts you owe the employee 
and the employee has to repay any amount over actual  expenses.  
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Where no repayment occurs,  you cannot  s imply report  the excess 
advances on the employee's T4 s l ip .  

For  more informat ion on vehic le a l lowances,  see Interpretat ion 
Bul let in  IT-522,  VEHICLE,  TRAVEL AND SALES EXPENSES OF EMPLOYEES.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Reducing tax deductions at  source on automobile or motor 
vehicle al lowances 

In  many cases,  a l lowances that  are not  based only  on a reasonable 
per-k i lometre rate can later  be substant ia l ly  of fset  by the employees'  
expense deduct ions on thei r  income tax and benef i t  returns.  In these 
s i tuat ions,  employees can ask to reduce thei r  tax deduct ions on thei r  
remunerat ion by sending a completed Form T1213,  REQUEST TO 
REDUCE TAX DEDUCTIONS AT SOURCE FOR YEAR(S)   ,  or  a 
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wr i t ten request  to any tax serv ices of f ice a long wi th the fo l lowing 
informat ion:  

• the type of  employment for  which the employee wi l l  receive the 
a l lowance;  

• an est imate of  the tota l  vehic le a l lowances the employee wi l l  
receive in the year;  

• an est imate of  the business k i lometres the employee wi l l  dr ive in 
the year;  

• an est imate of  the employee's vehic le expenses for  the year;  and 

• the amount  for  which the employee is  request ing the waiver .  

I f  you have a number of  employees in  the same s i tuat ion,  you can get  
a bulk waiver  for  the group.  This way,  every employee does not  have 
to make an indiv idual  request .  

Report ing automobile or motor vehicle al lowances on the T4 sl ip 

I f  you provide an a l lowance that  we consider  to be taxable to your 
employee,  you have to enter  the year ly  to ta l  of  th is  a l lowance in 
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box 14,  "Employment income,"  and in the "Other in format ion" area 
under code 40  a t  the bot tom of  the employee 's T4 s l ip .  Do not  report  
any amount  that  we do not  consider  to be taxable.  

Chapter 3 – Other benefits and allowances 
Board and lodging 
You may give your employee board and lodging which means that  you 
provide h im or  her  wi th accommodat ions and,  in  some cases,  food.  
I f  you provide only meals to an employee,  see "Meals,"  on 
page 113 [22] .  

I f  you provide free  lodging,  or  f ree board and lodging,  to an 
employee,  the employee receives a taxable benef i t .  As a resul t ,  you 
have to add to the employee's salary the fa i r  market  value of  the 
board and lodging you provide.  Report  th is  amount  in  box 14,  
"Employment income," and in the "Other in format ion" area under 
code 30  a t  the bot tom of  the employee's T4 s l ip .   

I f  you provide subsidized  lodging,  or  subsid ized board and lodging,  
to an employee,  the employee receives a taxable benef i t .  As a resul t ,  
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you have to add to the employee's salary the fa i r  market  value of  the 
board and lodging you provide,  minus  any amount  the employee paid.  
Report  th is  amount  in  box 14,  "Employment income,"  and in the "Other 
in format ion" area under code 30  a t  the bot tom of  the employee's 
T4 s l ip .  

Exceptions to the rules 

There are cer ta in s i tuat ions that  can af fect  the value of  the taxable 
benef i t  your  employee gets i f  you provide f ree or  subsid ized board 
and lodging.  The except ions are as fo l lows:  

• I f  you provide board and/or  lodging a l lowances to p layers on sports 
teams or  members of  recreat ion programs, see the next  sect ion.  

• I f  you provide board,  lodging and/or  t ransportat ion to an employee 
who works at  a specia l  work s i te  or  a remote locat ion,  see "Board,  
lodging,  and t ransportat ion – Specia l  work s i tes and remote work 
locat ions" on page 60 [13] .  
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Board and lodging allowances paid to players on sports 
teams or members of recreation programs 
You can exclude up to $320 per  month f rom income for  a board and 
lodging a l lowance for  a par t ic ipant  or  member of  a sports  team or  
recreat ional  program i f  al l  o f  the fo l lowing condi t ions are met:  

• You are a registered char i ty  or  a non-prof i t  organizat ion.  

• Part ic ipat ion wi th,  or  membership on,  the team or  in  the program is  
restr ic ted to persons under 21 years of  age.  

• The al lowance is  for  board and lodging for  members that  have to 
l ive away f rom thei r  ord inary p lace of  res idence.  

• The al lowance is  not  at t r ibutable to  any serv ices,  such as coaching,  
refereeing,  or  other  serv ices to the team or  program. 

Do not  report  the excluded income on a T4 s l ip .  
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Board, lodging, and transportation – Special work sites and 
remote work locations 
I t  is  possib le for  an employee to work at  a locat ion that  can meet  the 
requirements of  both a remote work locat ion and a specia l  work s i te.  
However,  the benef i t  can only be excluded f rom the employee's 
income once.  

Note 
I f  the specia l  work s i te  is  in  a prescribed zone,  see "Board,  
lodging,  and t ransportat ion at  a specia l  work s i te,"  on page 168 [32] .  

Special  work sites 

General ly ,  a specia l  work s i te is  an area where temporary dut ies are 
per formed by an employee who keeps a sel f -conta ined domest ic  
establ ishment at  another  locat ion as h is  or  her  pr inc ipal  p lace of  
res idence.  Because of  the d is tance between the two areas,  the 
employee is  not  expected to return dai ly  f rom the work s i te to h is  or  
her  pr inc ipal  p lace of  res idence.  
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Usual ly ,  the GST/HST appl ies on meals and accommodat ions you 
provide to an employee.  In cer ta in cases,  such as long-term 
resident ia l  accommodat ion of  one month or  more,  no GST/HST 
appl ies.  Where the GST/HST does apply,  inc lude i t  in  the value of  the 
benef i t .  

Board and lodging 

You can exclude f rom income the value of  board and lodging,  or  the 
reasonable a l lowance for  board and lodging,  that  you provide to an 
employee who works at  a special  work site  i f  al l  the fo l lowing 
condi t ions are met:  

• The employee's dut ies required h im or  her  to be away f rom his or  
her  pr inc ipal  p lace of  res idence or  to be at  the specia l  work s i te.  

• The employee had to work at  a specia l  work s i te where the dut ies 
per formed were of  a temporary nature.  

• The employee kept ,  at  another  locat ion,  a sel f -conta ined domest ic  
establ ishment as h is  or  her  pr inc ipal  p lace of  res idence:  
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–  that ,  throughout  the per iod,  was avai lable for  the employee's 
occupancy,  and the employee d id not  rent  i t  to  any other  person;  
and 

–  to  which,  because of  d is tance,  the employee could not  
reasonably be expected to return dai ly  f rom the specia l  work s i te .  

• The board and lodging,  or  the reasonable a l lowance for  board and 
lodging,  you provided to the employee had to have been for  a 
per iod of  at  least  36 hours.  This  per iod can inc lude t ime spent  
t ravel l ing between the employee's pr inc ipal  p lace of  res idence and 
a specia l  work s i te.  

Transportat ion 

An employee can exclude f rom income: 

• the value of  f ree or  subsid ized t ransportat ion between the specia l  
work s i te and h is or  her  pr inc ipal  p lace of  res idence;  or   

• a reasonable a l lowance received for  h is  or  her  t ransportat ion 
expenses,  for  a per iod descr ibed above.   



–  63  –  

This only appl ies i f  you provided board and lodging,  or  a reasonable 
a l lowance for  board and lodging,  to  the employee for  that  per iod.  

Form TD4, Declarat ion of  Exemption – Employment at  a Special  
Work Site 

I f  an employee meets al l  o f  the condi t ions under "Board and lodging" 
on page 61 [ the previous page] ,  you and the employee have to 
complete Form TD4, DECLARATION OF EXEMPTION – EMPLOYMENT AT  A  
SPECIAL  WORK SITE.  This a l lows you to exclude the benef i t  or  
a l lowance f rom the employee's income. I f  you complete Form TD4, do 
not  inc lude the amounts in  box 14,  "Employment income,"  or  in  the 
"Other in format ion" area under code 30  a t  the bot tom of  the 
employee's T4 s l ip .  Af ter  you complete Form TD4 wi th the employee,  
keep i t  wi th your payrol l  records.  

I f  the employee does not  meet  a l l  o f  the [above]  condi t ions on 
page 61,  do not complete Form TD4. Treat  the tota l  amounts as par t  
of  the employee's income. Make the necessary deduct ions and report  
the amounts on the employee's T4 s l ip .  This a lso appl ies to any par t  
of  an a l lowance for  board,  lodging,  and t ransportat ion that  is  more 
than a reasonable amount .  
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Remote work locations 

We usual ly  consider  a work locat ion to be remote when i t  is  
80 k i lometres or  more f rom the nearest  establ ished communi ty  wi th a 
populat ion of  at  least  1,000 people.  

A locat ion is  considered an establ ished communi ty  i f  i t  has essent ia l  
serv ices or  such serv ices are avai lable wi th in a reasonable commut ing 
d is tance (such as basic food store,  basic c loth ing store wi th 
merchandise in s tock [not  a mai l -order  out let ] ,  access to 
accommodat ions,  cer ta in medical  serv ices,  and cer ta in educat ional  
fac i l i t ies) .  

Board and lodging 

You can exclude f rom income the value of  board and lodging,  or  the 
reasonable a l lowance for  board and lodging,  that  you provide to an 
employee who works at  a remote work location,  i f  a l l  of  the fo l lowing 
condi t ions are met:  

• The employee could not  reasonably be expected to set  up and 
mainta in a sel f -conta ined domest ic  establ ishment because of  the 
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remoteness of  the locat ion and the d is tance f rom any establ ished 
communi ty .  

• You did not  provide a sel f -conta ined domest ic  establ ishment for  the 
employee.  

• The reasonable a l lowances were fo r  a per iod of  at  least  36 hours 
when:  

–  the employee had to be away f rom his or  her  pr inc ipal  p lace of  
res idence because of  h is  or  her  dut ies;  or  

–  the employee had to be at  the remote work locat ion.  

Transportat ion 

You can exclude f rom income the value of  f ree or  subsid ized 
t ransportat ion.  A reasonable a l lowance for  t ransportat ion expenses 
can a lso be excluded.  

To qual i fy ,  the t ransportat ion a l lowance paid to an employee must  be 
for  a per iod of  at  least  36 hours when:  
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• the employee had to be away f rom his or  her  pr inc ipal  p lace of  
res idence;  or  

• the employee had to be at  the remote work locat ion.  

You had to have paid the a l lowance for  t ransportat ion between the 
remote work locat ion and any locat ion in Canada.  I f  the remote work 
locat ion is  outs ide Canada,  you can exclude the a l lowance for  
t ransportat ion between that  locat ion and any locat ion in Canada,  or  
another  locat ion a lso outs ide Canada.  

Form TD4, Declarat ion of  Exemption – Employment at  a Special  
Work Site 

When there is  an exempt ion for  board,  lodging,  or  t ransportat ion 
a l lowances you pay to employees who work at  a remote work locat ion,  
we do not need th is  form. I f  you need help determining whether 
a locat ion qual i f ies as remote,  see Interpretat ion Bul let in  IT-91,  
EMPLOYMENT AT  SPECIAL  WORK SITES OR REMOTE WORK LOCATIONS,  
or  cal l  1-800-959-5525.  
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Payrol l  deductions 

I f  you exclude a benef i t  for  board,  lodging,  and t ransportat ion at  a 
specia l  work s i te  or  remote work locat ion,  i t  is  not  a taxable benef i t .  
Do not  deduct  CPP contr ibut ions,  EI  premiums, or  income tax.  

Cellular phone service 
I f  you provide your employee wi th a cel lu lar  phone or  other  handheld 
communicat ion device to help carry out  h is  or  her  dut ies,  the business 
use is  not  a taxable benef i t .  

I f  par t  of  the phone use is  personal ,  you have to inc lude the value of  
the personal  use in your employee's  income as a taxable benef i t .  The 
value of  the benef i t  is  based on the fa i r  market  value of  the serv ice,  
minus  any amounts your employee re imburses you.  You can only use 
your cost  to calculate the value of  the benef i t  i f  i t  ref lects the fa i r  
market  value.  General ly ,  we do not  consider  your employee's personal  
use of  the serv ice to be a taxable benef i t  i f  al l  o f  the fo l lowing apply:  

• The plan 's  cost  is  reasonable.  

• The plan is  a basic p lan wi th a f ixed cost .  
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• Your employee's personal  use of  the serv ice does not  resul t  in  
charges that  are more than the basic p lan cost .  

You,  as the employer,  are responsib le for  determining the percentage 
of  business use and the fa i r  market  value.  You have to be prepared to 
just i fy  your  posi t ion i f  we ask you to do so.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Child care expenses 
Chi ld care is  not  taxable only i f  al l  o f  the fo l lowing condi t ions are met:  

• The serv ices are provided at  your p lace of  business.  

• The serv ices are managed di rect ly  by you.  

• The serv ices are provided to a l l  o f  the employees at  min imal  or  no 
cost .  
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• The serv ices are not  avai lable to the general  publ ic ,  only to 
employees.  

I f  you make the fac i l i t ies avai lable to non-employees for  a h igher rate 
than you charge your employees,  the d i f ference in rates is  considered 
a taxable benef i t  for  the employee.  

When you subsid ize a fac i l i ty  operated by a th i rd par ty  in  exchange 
for  subsid ized rates for  your employees,  the amount  of  the subsidy is  
considered a taxable benef i t  for  the employee.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Counsell ing services 
The fees you pay to provide serv ices such as f inancia l  counsel l ing or  
income tax preparat ion for  an employee are usual ly  considered a 
taxable benef i t .  
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Employee counsel l ing serv ices are not  taxable i f  they are for  one of  
the fo l lowing:  

• an employee's re-employment;  

• an employee's ret i rement;  or  

• an employee's mental  or  physical  heal th (such as counsel l ing for  
tobacco,  drug,  or  a lcohol  abuse,  s t ress management or  employee 
assistance programs) or  that  of  a person re lated to an employee.  

Note 
This does not  inc lude amounts for  us ing recreat ional  or  sport ing 
fac i l i t ies and c lub dues.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Disabil ity-related employment benefits 
Benef i ts  you provide to an employee who has a d isabi l i ty  are 
general ly  not  taxable.  

Reasonable t ransportat ion costs between an employee's home and 
work locat ion ( inc luding park ing near that  locat ion)  are not  taxable i f  
you pay them to or  for  an employee who:  

• is  legal ly  b l ind;  or  

• has a severe and pro longed mobi l i ty  impairment ,  which markedly 
restr ic ts  the indiv idual 's  abi l i ty  to  per form a basic act iv i ty  of  dai ly  
l iv ing – general ly ,  someone who is  e l ig ib le to c la im the d isabi l i ty  
tax credi t .  

These t ransportat ion costs can inc lude an a l lowance for  tax is  or  
specia l ly  designed publ ic  t ransi t  and park ing that  you provide or  
subsid ize for  these employees.  

You may have employees wi th severe and pro longed mental  or  
physical  impairments.  I f  you provide reasonable benef i ts  for  
at tendants to help these employees per form thei r  dut ies of  
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employment,  these benef i ts  are not  taxable for  the employee.  The 
benef i ts  can inc lude readers for  persons who are b l ind,  s igners for  
persons who are deaf ,  and coaches for  persons who are inte l lectual ly  
impaired.  

Payrol l  deductions 

I f  you exclude a d isabi l i ty- re lated employment benef i t  f rom income, i t  
is  not  a taxable benef i t .  Do not  deduct  CPP contr ibut ions,  
EI  premiums, or  income tax.  

Discounts on merchandise and commissions from personal 
purchases 
I f  you sel l  merchandise to your employee at  a d iscount ,  the benef i t  he 
or  she gets f rom th is  is  not  usual ly  considered a taxable benef i t .  

However,  we consider  d iscounts to be taxable in  al l  the fo l lowing 
s i tuat ions:  

• You make a specia l  arrangement wi th an employee or  a group of  
employees to buy merchandise at  a d iscount .  
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• You make an arrangement that  a l lows an employee to buy 
merchandise (other  than o ld or  soi led merchandise)  for  less than 
your cost .  

• You make a rec iprocal  arrangement wi th one or  more other  
employers so that  employees of  one employer can buy merchandise 
at  a d iscount  f rom another  employer.  

I f  you determine the d iscount  is  taxable or  you sel l  merchandise to 
your employee below cost,  the taxable benef i t  is  the d i f ference 
between the fa i r  market  value of  the goods and the pr ice the 
employees pay.  

Commissions  that  sales employees receive on merchandise they buy 
for  personal  use are not  a taxable benef i t .  S imi lar ly ,  when l i fe  
insurance salespeople acquire l i fe  insurance pol ic ies,  the 
commissions they receive are not  taxable as long as they own the 
pol ic ies and have to make the required premium payments.  
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Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Education benefits 
There may be several  d i f ferent  s i tuat ions in which an employer may 
help employees and thei r  fami ly  members in fur ther ing thei r  
educat ion.  In some cases,  th is  help may be a taxable benef i t .  
We have developed guidel ines on employer-paid educat ional  benef i ts  
to help you determine i f  there is  a taxable benef i t  for  your employees.  

Educational  al lowances for chi ldren 

I f  you pay any amounts to an employee as an educat ional  a l lowance 
for  the employee's chi ld ,  you have to inc lude these amounts in  the 
employee's income for  the year.  

However,  i f  the employee and h is  or  her  fami ly  have to l ive in a 
speci f ic  locat ion away f rom thei r  home and the schools in  the area do 



–  75  –  

not  meet  the educat ional  needs of  the employee's chi ldren,  the 
educat ional  a l lowance may not be taxable  i f  al l  o f  the fo l lowing 
condi t ions are met:  

• The educat ion provided is  in  the of f ic ia l  language of  Canada 
pr imar i ly  used by the employee.  

• The school  is  the c losest  sui table one avai lable in  that  of f ic ia l  
language.  

• The chi ld  is  in  fu l l - t ime at tendance at  the school .  

• The subsidy you provide is  reasonable.  

Subsidized school services 

Subsid ized school  serv ices are general ly  taxable.  However,  in  remote 
areas,  employers are of ten responsib le for  essent ia l  communi ty  
serv ices that  munic ipal i t ies usual ly  provide.  

I f  you provide f ree or  subsid ized school  serv ices in remote areas for  
your employee's chi ldren,  the employee does not receive  a  taxable 
benef i t .  Do not  deduct  CPP contr ibut ions,  EI  premiums, or  income tax 
on these amounts.  
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Note 
This does not  inc lude an educat ional  a l lowance or  educat ional  
costs you pay d i rect ly  to your  employee,  as expla ined e lsewhere in 
th is  sect ion.  

Scholarships,  bursaries,  tuit ion,  and training 

Employee 

You may provide an employee,  or  former employee,  wi th a scholarship 
or  bursary on the condi t ion that  the employee returns to employment 
wi th you on complet ing the course.  In th is  s i tuat ion,  the amount  of  the 
scholarship or  bursary is  considered to be employment income for  the 
employee or  former employee.  

You have to report  on a T4 s l ip  any scholarships,  fe l lowships,  or  
bursar ies you gave to an employee i f  they pr imar i ly  benef i t  the 
employee.  I f  you get  any quest ions f rom your employee about  the 
income, you can refer  h im or  her  to IT-75,  SCHOLARSHIPS,  
FELLOWSHIPS,  BURSARIES,  PRIZES,  RESEARCH GRANTS AND FINANCIAL  
ASSISTANCE or  to the GENERAL INCOME TAX AND BENEFIT  GUIDE.  



–  77  –  

• Specif ic employment-related training 

We general ly  consider  that  courses taken to mainta in or  upgrade 
employment-re lated sk i l ls  are main ly  for  your benef i t  when i t  is  
reasonable to assume that  the employee wi l l  resume his or  her  
employment for  a reasonable per iod of  t ime af ter  he or  she 
completes the course.  

For  example,  tu i t ion fees and other  associated costs such as books,  
meals,  t ravel ,  and accommodat ion that  you pay for  courses leading 
to a degree,  d ip loma, or  cer t i f icate in  a f ie ld re lated to your 
employee's current  or  future responsib i l i t ies in  your business are 
not  a taxable benef i t .  

• General  employment-related training 

We general ly  consider  that  other  business-re lated courses,  
a l though not  d i rect ly  re lated to your own business,  are taken main ly  
for  your benef i t .  

For  example,  fees you pay for  s t ress management,  employment 
equi ty ,  f i rs t  a id,  and language courses are not  a taxable benef i t .  
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• Personal interest training 

We consider  that  courses for  personal  in terest  or  technical  sk i l ls  
not  re lated to your business are taken main ly for  the employee's 
benef i t  and,  therefore,  are a taxable benef i t .  

Family members 

Star t ing wi th the 2007 tax year ,  the fo l lowing ru les apply to 
scholarships,  bursar ies,  and tu i t ion that  you pay for  or  provide to 
family members  o f  an employee for  post -secondary  educat ion.  

• I f ,  as a post-secondary educat ional  inst i tu t ion,  you provide f ree 
tu i t ion to an employee's fami ly  member,  do not  inc lude the amount  
in  the employee's income. Instead,  report  the fa i r  market  
value (FMV) as a scholarship on a T4A s l ip  for  the fami ly  member.  

• I f  you paid or  re imbursed the tu i t ion fees,  books,  and suppl ies for  
post-secondary educat ion for  an employee's fami ly  member,  do not  
inc lude amounts for  these in your employee's income. Instead,  
report  the FMV as a scholarship on a T4A s l ip  for  the fami ly  
member.  
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• I f  you operate a post-secondary scholarship or  bursary program for  
the fami ly  members of  your  employees,  do not  inc lude any 
scholarship or  bursary in  an employee's income. Instead,  report  the 
FMV of  such amounts as a scholarship on a T4A s l ip  for  the fami ly  
member.  

I f  a  fami ly  member meets cer ta in cr i ter ia,  he or  she may be able to 
exclude the amount  f rom income on h is or  her  income tax and benef i t  
return.  I f  you get  any quest ions about  the T4A s l ip  issued to the 
fami ly  member,  you can refer  them to the GENERAL INCOME TAX AND 
BENEFIT  GUIDE.  

Note 
I f  you provide scholarships,  bursar ies,  and tu i t ion to your 
employee's fami ly  members who at tend elementary or secondary 
schools,  the FMV of  these benef i ts  is  a taxable benef i t  for  the 
employee,  and you have to inc lude such amounts in  the employee's  
income. 
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Scholarship exemption,  and tuit ion,  education,  and textbook 
amounts 

I f  you paid or  re imbursed tu i t ion fees to your employees and there is  
no taxable benef i t  according to these guidel ines,  the employees are 
not  e l ig ib le to c la im the scholarship exempt ion,  tu i t ion,  textbook,  or  
educat ion tax credi ts  on thei r  indiv idual  returns.  You should inform 
them of  th is .  

I f  you paid or  re imbursed educat ion amounts that  are reported on 
e i ther  a T4 or  T4A s l ip ,  the indiv idual  may be e l ig ib le to c la im the 
scholarship exempt ion,  or  tu i t ion,  textbook,  and/or  educat ion tax 
credi ts  on h is  or  her  indiv idual  re turn.  The indiv idual  may be able to 
fu l ly  exclude f rom his or  her  income tu i t ion fees,  scholarships,  
fe l lowships,  and bursar ies he or  she received f rom you.  

For  more informat ion,  see:  

• Income Tax – Technical  News No.  13;  

• In terpretat ion Bul let in  IT-75,  Scholarships,  Fel lowships,  Bursar ies,  
Pr izes,  Research Grants and Financia l  Assistance;  
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• In terpretat ion Bul let in  IT-340R, Scholarships,  Fel lowships,  
Bursar ies and Research Grants – Forgivable Loans,  Repayable 
Awards and Repayable Employment Income; 

• In terpretat ion Bul let in  IT-470,  Employees'  Fr inge Benef i ts ;  

• In terpretat ion Bul let in  IT-516,  Tui t ion Tax Credi t ;  

• In format ion Circular  IC75-23,  Tui t ion Fees and Char i table 
Donat ions Paid to Pr ivate ly  Supported Secular  and Rel ig ious 
Schools.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Gifts, awards, and long-service awards  
A gi f t  or  award that  you g ive an employee is  a taxable benef i t  f rom 
employment,  whether i t  is  cash,  near-cash,  or  non-cash.  However,  we 
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have an administ rat ive pol icy that  exempts non-cash g i f ts  and awards 
in some cases.  

Cash and near-cash g i f ts  or  awards are a lways a taxable benef i t  for  
the employee.  A near-cash i tem is  one that  can be easi ly  converted to 
cash such as a g i f t  cer t i f icate,  g i f t  card,  gold nuggets,  secur i t ies,  or  
s tocks.  For  more informat ion,  see "Rules for  g i f ts  and awards" and 
"Pol icy for  non-cash g i f ts  and awards" on pages 83 and 84 [ th is  page] .  

Example 1 
You give your employee a $100 gi f t  card or  g i f t  cer t i f icate to a 
department  s tore.  The employee can use th is  to choose whatever 
merchandise or  serv ice the store of fers.  We consider  the g i f t  card or  
g i f t  cer t i f icate to be an addi t ional  remunerat ion that  is  a taxable 
benef i t  for  the employee because there is  an e lement of  choice.  

Example 2 
You give your employee t ickets to an event  on a speci f ic  date and 
t ime.  This is  not  a taxable benef i t  for  the employee s ince there is  no 
e lement of  choice.  
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Rules for gif ts and awards 

A gift  has to be for  a specia l  occasion such as a re l ig ious hol iday,  a 
b i r thday,  a wedding,  or  the b i r th of  a chi ld .   

An award  has to be for  an employment-re lated accompl ishment such 
as outstanding serv ice,  employees'  suggest ions,  or  meet ing or  
exceeding safety standards.   

An award g iven to your employees for  per formance-re lated reasons 
(such as per forming wel l  in  the job he or  she were h i red to do,  
exceeding product ion standards,  complet ing a pro ject  ahead of  
schedule or  under budget ,  put t ing in extra t ime to complete a pro ject ,  
cover ing for  a s ick manager/col league) is  considered a reward  and is  
a taxable benef i t  for  the employee.  

I f  you g ive your employee a non-cash g i f t  or  award for  any other  
reason,  th is  pol icy does not  apply  and you have to inc lude the fa i r  
market  value of  the g i f t  or  award in the employee's income. 

The g i f ts  and awards pol icy does not  apply to cash and near-cash 
i tems or  to g i f ts  or  awards g iven to non-arm's length employees,  such 
as your re lat ives,  shareholders,  or  people re lated to them. 
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Value 

Use the fair  market value  (FMV) of  each g i f t  to  calculate the tota l  
va lue of  g i f ts  and awards g iven in the year,  not  i ts  cost  to you.  You 
have to inc lude the value of  the GST/HST. 

Policy for non-cash gif ts and awards 

You may give an employee an unl imi ted number of  non-cash g i f ts  and 
awards wi th a combined tota l  va lue of  $500 or  less annual ly .  I f  the 
FMV of  the g i f ts  and awards you g ive your employee is  greater  than 
$500,  the amount  over  $500 must  be inc luded in the employee's 
income. For example,  i f  you g ive g i f ts  and awards wi th a tota l  va lue 
of  $650,  there is  a taxable benef i t  o f  $150 ($650 – $500).  

I tems of  smal l  or  t r iv ia l  va lue wi l l  not  be considered a taxable benef i t .  
These i tems are not  inc luded when calculat ing the tota l  va lue of  g i f ts  
and awards g iven in the year for  the purpose of  the exempt ion.  
Examples of  i tems of  smal l  or  t r iv ia l  va lue inc lude:  

• cof fee or  tea;   

• T-shir ts  wi th employer 's  logos;   
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• mugs;   

• plaques or  t rophies.  

Long-service awards 

As wel l  as the g i f ts  and awards in the pol icy stated on page 84 
[above] ,  you can,  once every f ive years,  g ive your employee a 
non-cash long-serv ice or  anniversary  award valued at  $500 or  less,  
tax f ree.  The award must  be for  a min imum of  f ive years '  serv ice,  and 
i t  has to be at  least  f ive years s ince you gave the employee the last  
long-serv ice or  anniversary award.  Any amount  over  the $500 is  a 
taxable benef i t .  

I f  i t  has not  been at  least  f ive years s ince the employee's last  
long-serv ice or  anniversary award,  then the award is  considered to be 
a taxable benef i t .  For  example,  i f  the 15 year award was g iven at  
17 years of  serv ice,  and then the next  award is  g iven at  20 years of  
serv ice,  the 20 year award wi l l  be a taxable benef i t ,  s ince f ive years 
wi l l  not  have passed s ince the previous award.  

The $500 exempt ion for  long-serv ice awards does not  af fect  the $500 
exempt ion for  other  g i f ts  and awards in the year you g ive them. For 
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example,  you can g ive an employee a non-cash long-serv ice award 
worth $500 in the same year you g ive h im or  her  other  non-cash g i f ts  
and awards worth $500.  In th is  case,  there is  no taxable benef i t  for  
the employee.  

Note 
I f  the value of  the long-serv ice award is  less than $500,  you cannot  
add the short fa l l  to  the annual  $500 exempt ion for  non-cash g i f ts  
and awards.  

You can answer a ser ies of  quest ions on our  Web s i te to help you 
determine i f  there is  a taxable benef i t .  Go to www.cra.gc.ca/gif ts,  
se lect  "Rules for  g i f ts  and awards,"  then select  the "Q&A" icon.  

Awards from a manufacturer 

I f  a  manufacturer  of  goods g ives cash awards or  non-cash awards to 
the dealer  o f  the goods,  the manufacturer  does not  have to report  the 
awards on an informat ion s l ip .  

However,  i f  the dealer  passes on cash awards to an employee,  the 
dealer  has to report  the cash payment in  box 14,  "Employment 
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income,"  and in the "Other in format ion" area under code 40  a t  the 
bot tom of  the employee's T4 s l ip.  I f  the dealer  passes on non-cash 
awards to an employee,  the dealer  may not  have to report  the awards 
in the employee's income i f  the other  condi t ions of  the awards pol icy 
are met .  

I f  a  manufacturer  g ives a cash award or  a non-cash award direct ly to 
the employee  o f  a dealer  or  other  sales organizat ion,  the 
manufacturer  has to report  the value of  the award as a benef i t  us ing 
code 154,  "Cash award or  pr ize f rom payer,"  in  the "Other in format ion" 
area at  the bot tom of  the T4A s l ip .  This only appl ies i f  the value of  the 
award is  more than $500.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Group term life insurance policies – Employer-paid 
premiums 
This sect ion appl ies to current ,  former,  and ret i red employees.  

Note 
Premiums you pay for  employees'  group l i fe  insurance that  is  not  
group term insurance or  opt ional  dependant  l i fe  insurance are a lso a 
taxable benef i t .  

A  group term l i fe insurance pol icy  is  one for  which the only amounts 
payable by the insurer  are pol icy d iv idends,  exper ience rat ing 
refunds,  and amounts payable on the death or  d isabi l i ty  of  an 
employee,  former employee,  ret i red employee,  or  thei r  covered 
dependants.  

Term insurance  is  any l i fe  insurance under a group term l i fe  
insurance pol icy other  than insurance for  which a lump-sum premium 
has become payable or  has been paid.  L i fe insurance for  current  
employees would usual ly  be term insurance,  a l though i t  is  somet imes 
provided for  ret i red employees.  
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A  lump-sum premium  is  a premium for  insurance on an indiv idual 's  
l i fe  where a l l  or  par t  of  the premium is  for  insurance for  a per iod that  
extends more than 13 months af ter  the payment of  the premium 
(or  more than 13 months af ter  the t ime the premium became payable,  
i f  i t  is  paid af ter  i t  became payable) .  

Calculat ing the benefi t  

I f  the premiums are paid regular ly  and the premium rate for  each 
indiv idual  does not  depend on age or  gender,  the benef i t  is :  

• the premiums payable for  term insurance on the indiv idual 's  l i fe ;  

plus 

• the tota l  of  a l l  sa les taxes and excise taxes that  apply to the 
indiv idual 's  insurance coverage;  

minus 

• the premiums and any taxes the employee paid e i ther  d i rect ly  or  
through re imbursements to you.  
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Note 
Pol icy premiums for  accidenta l  death and d ismemberment coverage 
are not  inc luded in calculat ing the taxable benef i t .  

In  any other  s i tuat ion,  a deta i led calculat ion is  required.  For  
in format ion,  ca l l  1-800-959-5525.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Report ing the benefi t  

Report  the benef i t  for  current employees  and employees who are on 
a leave of  absence (such as materni ty  leave) in  box 14,  "Employment 
income,"  and in the "Other in format ion" area under code 40 at  the 
bot tom of  the employee's T4 s l ip .  

I f  you provided group term l i fe  insurance taxable benef i ts  for  former 
employees or  ret i rees,  report  the benef i t  on a T4A s l ip  us ing code 119  
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in  the "Other in format ion" area,  regardless of  the amount .  The 
$500 report ing threshold for  T4A s l ips,  which is  descr ibed in 
Guide RC4157,  DEDUCTING INCOME TAX ON PENSION AND OTHER INCOME, 
AND FIL ING THE T4A SLIP  AND SUMMARY,  does not apply.  

I f  you are the administ rator  or  t rustee of  a mul t i -employer p lan and 
you provided taxable benef i ts  under the p lan to employees,  former 
employees,  or  ret i rees,  report  the benef i t  us ing code 119  in  the "Other 
in format ion" area at  the bot tom of  the T4A s l ip  i f  i t  is  more than $25.  

Notes 
In  Ontar io,  the 8% provinc ia l  sa les tax af fects the taxable benef i t  for  
some insurance premiums that  employers pay.  

Quebec employers have to calculate a taxable benef i t  on the tota l  
amount  of  group l i fe  insurance premiums that  they pay for  thei r  
employees,  inc luding the 9% insurance levy that  the province 
imposes on insurance premiums that  the employer pays.  
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Housing or uti l i t ies 
I f  the accommodat ion you provide to the employee is  in  a prescr ibed 
zone,  see "Accommodat ion or  ut i l i t ies provided by the employer,"  on 
page 164 [32] .  

Housing or ut i l i t ies – benefi t  

I f  you provide an employee,  inc luding an apartment  b lock 
super intendent ,  wi th a house,  apartment ,  or  s imi lar  accommodat ion 
rent  f ree or  for  less than the fa i r  market  value of  such 
accommodat ion,  there is  a taxable benef i t  for  the employee.  

You have to est imate a reasonable amount  for  the housing benef i t .  
I t  is  usual ly  the fa i r  market  value for  the same type of  
accommodat ion,  minus  any rent  the employee paid.  

In addi t ion,  the amount  you pay on behal f  of ,  or  re imburse to your 
employee for  ut i l i t ies (such as te lephone,  hydro,  and natura l  gas)  is  
a lso a taxable benef i t .  This is  the amount  that  you inc lude in the 
employee's income as a ut i l i t ies benef i t .   
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I f  the employee occupies the accommodat ion for  at least one month,  
the value of  the accommodat ion is  usual ly  not  subject  to the 
GST/HST. 

Housing or ut i l i t ies – al lowance 

I f  you g ive your employee an a l lowance to pay for  rent  or  ut i l i t ies,  
inc lude the a l lowance in your employee's income as a taxable housing 
and/or  ut i l i t ies benef i t .   

Report ing the benefi t  

Report  the taxable benef i t  for  the ut i l i t ies in  box 14,  "Employment 
income,"  and in the "Other in format ion" area under code 40  a t  the 
bot tom of  the employee's T4 s l ip.  Report  the taxable benef i t  for  
housing in box 14 and in the "Other  in format ion" area under code 30.  

Special  circumstances that reduce the value of  a housing benefi t  

The fo l lowing two factors may reduce the value of  a housing benef i t  
you provide to your employee:  
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• Suitabi l i ty of  size  

Your employee may have to occupy an accommodat ion that  is  larger  
than he or  she needs (such as a s ingle person in a three-bedroom 
house).  To calculate the taxable housing benef i t ,  you can reduce 
the value of  the accommodat ion to equal  the value of  
accommodat ion that  is  appropr ia te to your employee's needs 
( in  th is  case,  a one or  two-bedroom apartment  or  house).  

Note 
I f  the accommodat ion you provide is  smal ler  than your employee 
needs,  we cannot  a l low any reduct ion in value.  

• Loss of  privacy and quiet  enjoyment  

I f  the accommodat ion you provide to your employee conta ins th ings 
l ike equipment,  publ ic  access,  or  s torage fac i l i t ies that  in f r inge on 
your employee's pr ivacy or  quiet  enjoyment of  the accommodat ion,  
you can reduce the value of  the housing benef i t .  The reduct ion has 
to reasonably re late to the degree of  d is turbance that  af fects your 
employee.  
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These two factors apply in  the [above]  order  on page 94.  I f  both 
c i rcumstances apply to an accommodat ion,  you should f i rs t  reduce the 
value to equal  the value of  accommodat ion that  sui ts  your employee's 
needs.  Then,  you should apply any reduct ion for  loss of  pr ivacy and 
quiet  enjoyment to that  reduced value.  For  more informat ion,  contact  
us.  

Clergy residence 

Clergy residence deduction 

I f  your  employee is  a member of  the c lergy,  he or  she may be able to 
c la im a deduct ion f rom income for  h is  or  her  res idence.  

An employee is  a member of  the c lergy,  a regular  min is ter ,  or  a 
member of  a re l ig ious order  i f  he or  she is  in  charge of ,  or  min is ter  to,  
a d iocese,  par ish,  or  congregat ion.  This a lso appl ies to an employee 
who is  engaged only in  fu l l - t ime administ rat ive serv ice by appointment  
of  a re l ig ious order  or  denominat ion.  

To c la im the deduct ion,  the employee has to complete par ts  A and C 
of  Form T1223,  CLERGY RESIDENCE DEDUCTION.  You have to complete 
Part  B and s ign the form to cer t i fy  that  th is  employee has met the 
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required condi t ions.  The employee does not  have to f i le  the form wi th 
h is  or  her  income tax and benef i t  return,  but  has to  keep i t  in  case we 
ask to see i t .  

Reducing remuneration subject to income tax 

Employer provided or paid 

I f  you provide your employee wi th f ree or  low-rent  accommodat ion,  
and the employee te l ls  you in wr i t ing that  he or  she wi l l  c la im the 
c lergy res idence deduct ion,  do not  inc lude the accommodat ion and 
ut i l i t ies share of  the benef i t  in  income when you calculate the income 
tax deduct ions required.  

Employee owned or rented 

Your employee may own or  rent  the accommodat ion and pay for  
ut i l i t ies e i ther  out  of  h is  or  her  own money or  us ing the a l lowance you 
paid to h im or  her .  I f  your  employee wi l l  be c la iming the c lergy 
res idence deduct ion on h is  or  her  personal  income tax and benef i ts  
return,  he or  she may get  a le t ter  of  author i ty  f rom a tax serv ices 
of f ice to reduce the income on which you have to deduct  tax.  When 
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your  employee provides you wi th a le t ter  of  author i ty  f rom a tax 
serv ices of f ice,  reduce the income by the amount  s tated in the let ter .  

Note 
Although the c lergy res idence deduct ion and the ut i l i t ies share of  
the benef i t  can be excluded f rom income for  the purpose of  
calculat ing tax deduct ions,  you st i l l  have to report  i t  on your 
employee's T4 s l ip .  

For  more informat ion,  see Interpretat ion Bul let in  IT-141,  CLERGY 
RESIDENCE DEDUCTION.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Internet 

I f  you provide your employee wi th In ternet  serv ice at  home to help 
carry out  thei r  employment dut ies,  the business use is  not  a taxable 
benef i t .  

I f  par t  of  the use is  personal ,  you have to inc lude the value of  the 
personal  use in your employee's income as a taxable benef i t .  The 
value is  based on the fa i r  market  value (FMV) of  the serv ice,  minus  
any amounts the employee re imburses you.  You can only use your 
cost  to calculate the value of  the benef i t  i f  i t  ref lects the FMV. 

You,  as the employer,  are responsib le for  determining the percentage 
of  business use and the FMV. You have to be prepared to just i fy  your 
posi t ion i f  we ask you to do so.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Loans – interest-free and low-interest 
You have to inc lude in income any benef i t  that  a person receives as a 
resul t  of  an interest- f ree or  low- interest  loan because of  an off ice,  
employment,  or shareholding.  

The benef i t  is  the amount  of  in terest  that  the person would have paid 
on the loan for  the year at  the prescr ibed rates (see "Prescr ibed 
interest  rates,"  on page 111 [22]  ) ,  minus  the amount  of  in terest  that  
he or  she paid on the loan in the year or  no later  than 30 days af ter  
the end of  the year.  

I f  the employee receives a loan or  incurs a debt  because of  
employment,  report  the benef i t  in  box 14,  "Employment income," and 
in the "Other in format ion" area,  report  the interest  benef i t  under 
code 36.  Report  any forg iven loan pr inc ipal  amounts under code 40.  

Inc lude the shareholder 's  benef i t  under code 028,  "Other income,"  in  
the "Other in format ion"  area at  the bot tom of  the T4A s l ip .  

Specia l  ru les apply to cer ta in loans and to home-re locat ion loans.  See 
"Except ions"  on page 100 [below] and "Home-re locat ion loans,"  on 
page 107 [21] .  
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Exceptions 

There is  no benef i t  to  borrowers for  the interest  on loans they 
received because of  an of f ice,  employment,  or  sharehold ing when 
ei ther  of  the fo l lowing occurs:  

• The interest  rate on the loan or  debt  equals,  or  is  more than,  the 
rate that  two par t ies who deal  wi th each other  at  arm's length would 
have agreed on when the debt  arose.  This is  the rate that  would 
apply on a commercia l  loan received other  than through an of f ice,  
employment,  or  sharehold ing.  This except ion does not  apply i f  
someone other  than the borrower pays any par t  of  the interest  f rom 
the loan or  debt .  

• You inc lude a l l  or  par t  of  the loan (such as,  a loan or  debt  forg iven 
in whole or  in  par t )  in  the income of  a person or  par tnership.  

Note 
Arm's length  refers to par t ies that  are not  re lated in any way,  other  
than as employer  and employee.  
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Loans received because of  employment 

An employee receives a taxable benef i t  i f  you g ive h im or  her  a loan 
because of  an of f ice or  employment or  in tended of f ice or  employment.  
We consider  a loan received af ter  February 23,  1998,  to be received 
because of  employment i f  i t  is  reasonable to conclude that  the loan 
would not  have been received,  or  the condi t ions of  the loan would 
have been d i f ferent ,  had there been no employment or  in tended 
employment.  

The loan can be received by the employee or  by another  person.  
A loan inc ludes any other  indebtedness such as the unpaid purchase 
pr ice of  goods or  serv ices.  

The taxable benef i t  the employee receives in the tax year is  the tota l  
of  the fo l lowing amounts:  

a)  the interest  on each loan and debt  calculated at  the prescr ibed 
rate for  the per iods in the year dur ing which i t  was 
outstanding;  and 

b)  the interest  on the loan or  debt  that  was paid or  payable for  the 
year by you,  the employer ( for  th is  purpose,  an employer  is  a 
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person or  par tnership that  employed or  in tended to employ the 
indiv idual  and a lso inc ludes a person re lated to the person or  
par tnership) ;  

minus the tota l  of  the fo l lowing amounts:  

c)  the interest  for  the year that  any person or  par tnership paid on 
each loan or  debt  no later  than 30 days af ter  the end of  the year;  
and 

d)  any par t  of  the amount  in  b)  that  the employee pays back to the 
employer no later  than 30 days af ter  the end of  the year.  

Note 
Somet imes these ru les do not  apply.  For  more informat ion,  see 
"Except ions,"  on page 100 [ the previous page] .  

For  in format ion about  s imi lar  taxable benef i ts  resul t ing f rom loans 
received because of  serv ices per formed by a corporat ion that  carr ies 
on a personal  serv ices business,  see Interpretat ion Bul let in  IT-421,  
BENEFITS TO INDIV IDUALS,  CORPORATIONS AND SHAREHOLDERS FROM 
LOANS OR DEBT.  
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Example 
Joshua is  your employee.  He borrowed $150,000 f rom you at  the 
beginning of  the year.  The prescr ibed rate of  in terest  for  the loan 
is  3% for  the f i rs t  quarter ,  4% for  the second and th i rd quarters,  and 
5% for  the four th quarter .  Joshua paid you $2,000 interest  on the 
loan no later  than 30 days af ter  the end of  the year.  Dur ing the year,  
a company re lated to you paid $1,000 interest  on the loan for  
Joshua.  Before the end of  the same year,  Joshua repaid the $1,000 
to the company.  

Calculate the benef i t  to  inc lude in h is  income as fo l lows:  

a)  Prescr ibed rate × loan amount  for  the year:  

3% × $150,000 × 1/4 = $1,125   

4% × $150,000 × 2/4 = $3,000   

5% × $150,000 × 1/4 = $1,875   $6,000

plus 

b) Amount  paid by a th i rd par ty   1,000

  $7,000
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minus  

c)  In terest  paid ($2,000 + $1,000) = $3,000   

d)  Amount  Joshua repaid 1,000  4,000 

Joshua's taxable benefi t    $3,000  

Loans received because of  shareholdings 

Loans received because of  sharehold ings are considered taxable 
benef i ts  when al l  of  the fo l lowing condi t ions are met:  

• The loan is  received by a person or  par tnership (except  when the 
person is  a corporat ion res ident  in  Canada or  the par tnership is  one 
in which each par tner  is  a corporat ion res ident in  Canada).  

• The person or  par tnership is :  

–  a shareholder  of  a corporat ion;  

–  connected wi th a shareholder  of  a corporat ion;  or  

–  a member of  a par tnership or  benef ic iary of  a t rust  that  was a 
shareholder  of  a corporat ion.  
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• The person or  par tnership receives a loan f rom, or  incurs a debt  to,  
a corporat ion,  a re lated corporat ion,  or  a par tnership of  which that  
corporat ion or  any re lated corporat ion was a member because of  
these sharehold ings.  

I f  these condi t ions are met,  the person or  par tnership ( for  example,  a 
shareholder)  received a benef i t  in  the tax year that  is  equal  to:  

• the interest  on each loan and debt  calculated at  the prescr ibed rate 
for  the per iod in the year dur ing which i t  was outstanding;  

minus 

• the interest  for  the year that  any par ty  (such as the person or  
par tnership)  paid on each loan or  debt  in  the year,  or  no later  than 
30 days af ter  the end of  the year.  

Note 
A person  may be an indiv idual ,  a corporat ion,  or  a t rust .  
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Home-purchase loan 

A home-purchase loan is  any par t  of  a loan to an employee that  the 
employee used to get  or  repay another  loan to buy a res idence.  The 
res idence has to be for  that  employee or  a person re lated to that  
employee.  This a lso appl ies to a shareholder  or  a person re lated to a 
shareholder .  

To calculate the benef i t  for  a home-purchase loan,  see "Loans 
received because of  employment,"  on page 101 [20] .  

Once a home-purchase loan is  establ ished,  the prescr ibed interest  
rate remains in ef fect  for  a per iod of  f ive years.  The amount  of  
in terest  you calculate as a benef i t  should not  be more than the 
interest  that  would have been charged at  the prescr ibed rate when the 
loan or  the debt  was establ ished.  

I f  the term of  repayment for  a home-purchase loan is  more than f ive 
years,  the balance owing at  the end of  f ive years ( f rom the day the 
loan was made) is  considered a new loan.  Treat  the outstanding 
balance as a new loan on that  date.  To calculate the benef i t ,  use the 
prescr ibed rate in ef fect  at  that  t ime.  
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Home-relocation loans 

A home-re locat ion loan is  a loan you g ive to an employee or  an 
employee's spouse or  common- law partner  when he or  she meets al l  
o f  the fo l lowing condi t ions:  

• The employee or  the employee's spouse or  common- law partner  
moves to star t  work at  a new locat ion in Canada.  

• The employee or  the employee's spouse or  common- law partner  
uses the loan to buy a new residence that  is  at  least  40 k i lometres 
c loser  to the new work locat ion than the previous home. 

• The employee or  the employee's spouse or  common- law partner  
receives the loan because of  the employee's employment.  

• The employee designates the loan as a home-re locat ion loan.  

• The loan is  used to acquire a res idence or  a share of  the capi ta l  
s tock of  a co-operat ive housing corporat ion acquired only to obta in 
the r ight  to inhabi t  a res idence owned by the corporat ion.  The 
res idence must  be for  the habi tat ion of  the employee and be h is  or  
her  new residence.  
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To calculate the benef i t  for  the home-re locat ion loan,  see "Loans 
received because of  employment,"  on page 101 [20] .  

Inc lude the amount  of  the taxable benef i t  in  box 14,  "Employment 
income,"  and in the "Other in format ion" area under code 36  a t  the 
bot tom of  the employee's T4 s l ip .  

The amount  of  in terest  you calculate as a benef i t  should not  be more 
than the interest  that  would have been charged at  the prescr ibed rate 
in ef fect  when the employee made the loan or  incurred the debt .  

I f  the term of  repayment for  the home-re locat ion loan is  more than 
f ive years,  the balance owing at  the end of  f ive years ( f rom the day 
the loan was made) is  considered a new loan.  Treat  the outstanding 
balance as a new loan on that  date.  To calculate the benef i t ,  use the 
prescr ibed rate in ef fect  at  that  t ime.  

Calculat ing the employee home-relocation loan deduction 

When you inc lude in an employee's income a taxable benef i t  for  a 
home-re locat ion loan the employee received because of  employment,  
he or  she can deduct  whichever of  the fo l lowing amounts is  the least :  
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• the benef i t  ca lculated for  the home-re locat ion loan using the 
formula found in "Loans received because of  employment,"  on 
page 101 [20] ;  

• the interest  (calculated at  the prescr ibed rates)  as i f  the 
home-re locat ion loan were for  $25,000;  or  

• the benef i t  that  you inc luded in the employee's income for  a l l  loans 
received because of  employment in  the year.  

Enter  the resul t  in  the "Other in format ion" area under code 37  a t  the 
bot tom of  the employee's T4 s l ip .  This is  the amount  the employee 
can deduct  on h is  or  her  income tax and benef i t  return as an 
Employee home re locat ion loan deduct ion.  

Note 
The deduct ion for  the home-re locat ion loan is  only avai lable for  the 
f i rst  f ive years  o f  the loan.  

Forgiven loans 

Where a loan to an employee is  par t ly  or  fu l ly  forg iven,  the amount  is  
employment income for  the employee in the year forg iven.  For  more 
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in format ion,  see Interpretat ion Bul let in  IT-421,  BENEFITS TO 
INDIV IDUALS,  CORPORATIONS AND SHAREHOLDERS FROM LOANS OR DEBT.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Report ing the benefi t  

I f  an employee  receives a loan or  incurs a debt  because of  
employment,  report  the benef i t  in  box 14,  "Employment income," and 
in the "Other in format ion" area under code 36  a t  the bot tom of  the 
employee's T4 s l ip .  

I f  a  person or  par tnership that  was a shareholder  (or  was re lated to a 
shareholder)  receives a loan or  incurs a debt ,  you general ly  have to 
report  the benef i t  on a T4A s l ip .  Enter  the amount  under code 117,  
"Loan benef i ts , "  in  the "Other in format ion" area at  the bot tom of  the 
T4A s l ip .  
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Deductibi l i ty of  deemed interest benefi t  

The taxable benef i t  you inc lude in an indiv idual 's  income is  the 
borrower 's  in terest  expense for  the year.  

I f  the borrower uses the funds to earn income f rom business,  
property,  or  employment,  the borrower may be able to deduct  th is  
in terest  f rom income. You st i l l  have to inc lude the fu l l  benef i t  in  the 
earnings you report  on the T4 or  T4A s l ips.  

Prescribed interest rates 

The fo l lowing chart  shows the prescr ibed interest  rates for  2010 and 
2011.  

Quarterly rates 

Quarter  2010 2011 

1st  1% 1% 

2nd 1% 1% 

3rd 1% 1% 



–  112  –  

Quarter  2010 2011 

4th 1% 1% 

To get  the current  prescr ibed rates of  in terest ,  go to  
www.cra.gc.ca/ interestrates.  

Loyalty and other points programs 
Your employees may col lect  loyal ty  points,  such as f requent  f lyer  
points or  a i r  mi les,  on thei r  personal  credi t  cards when t ravel l ing on 
business t r ips,  even though you re imburse them for  the amounts they 
spend.  Usual ly ,  these points can be exchanged or  cashed in for  
rewards (goods or  serv ices,  inc lud ing g i f t  cards and cer t i f icates) .  

Your employees do not  have to inc lude in thei r  income the value of  
the rewards they received or  enjoyed f rom the points they col lect  on 
these business t r ips,  unless any  of  the fo l lowing appl ies:  

• The points are converted to cash.   

• The plan or  arrangement between you and the employee seems to 
be a form of  remunerat ion.   
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• The plan or  arrangement is  a form of  tax avoidance.   

I f  any of  the condi t ions above are met,  the employee has to declare 
the fa i r  market  value of  any personal  rewards he or  she received on 
an income tax and benef i t  return.  

Note 
I f  you contro l  the points (such as when an employee uses a 
company credi t  card)  you have to report  on thei r  T4 s l ip  the fa i r  
market  value of  any personal  rewards he or  she received f rom 
redeeming the points.  

Meals 
Overt ime meals or al lowances 

I f  you provide overt ime meals,  or  an a l lowance for  over t ime meals,  
there is  no taxable benef i t  i f  al l  o f  the fo l lowing condi t ions apply:  

• The al lowance,  or  the cost  of  the meal ,  is  reasonable.  We general ly  
consider  a value of  up to $17 to be reasonable.  We wi l l  consider  
h igher amounts reasonable i f  the re lat ive cost  of  meals in  that  
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locat ion is  h igher,  or  under other  s igni f icant  extenuat ing 
c i rcumstances.  

• The employee works two or  more hours of  over t ime r ight  before or  
r ight  af ter  h is  or  her  scheduled hours of  work.  

• The overt ime is  not  f requent  and is  occasional  in  nature (usual ly  
less than three t imes a week).  

I f  over t ime occurs f requent ly  or  becomes the norm, we consider  the 
over t ime meals or  a l lowances to be a taxable benef i t ,  s ince they star t  
to  take on the character is t ics of  addi t ional  remunerat ion.  

Subsidized meals 

I f  you provide subsid ized meals to  an employee (such as in an 
employee din ing room or  cafeter ia) ,  these meals are not  considered 
a taxable benef i t  i f  the employee pays a reasonable charge.  
A reasonable charge is  one that  covers the cost  of  the food,  i ts  
preparat ion,  and serv ice.  

I f  the charge is  not  reasonable,  the value of  the benef i t  is  the cost  of  
the meals,  minus  any payment the employee makes.  
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Inc lude the taxable benef i t  in  box 14,  "Employment income,"  and in 
the "Other in format ion"  area under code 40  a t  the bot tom of  the 
employee's T4 s l ip .  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Medical expenses 
I f  you pay or  provide an amount  to  pay for  an employee's medical  
expenses in a tax year,  these amounts  are considered to be a taxable 
benef i t  for  the employee.  

General ly ,  there is  no GST/HST to inc lude in the value of  th is  benef i t .  
However,  some medical  expenses that  qual i fy  for  the medical  expense 
tax credi t  may be subject  to the GST/HST. In such a case,  inc lude the 
GST/HST in the value of  the benef i t .  I f  you have any quest ions about  
how the GST/HST appl ies,  cal l  1-800-959-5525.  
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For  more informat ion on qual i fy ing medical  expenses,  see 
interpretat ion bul let ins IT-519,  MEDICAL  EXPENSE AND DISABIL ITY  TAX 
CREDITS AND ATTENDANT CARE EXPENSE DEDUCTION,  and IT-85,  HEALTH 
AND WELFARE TRUSTS FOR EMPLOYEES or  Guide RC4064,  MEDICAL  AND 
DISABIL ITY-RELATED INFORMATION.   

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Moving expenses and relocation benefits 
When you t ransfer  an employee f rom one of  your p laces of  business 
to another ,  the amount  you pay or  re imburse the employee for  cer ta in 
moving expenses is  usual ly  not  a taxable benef i t .  This inc ludes any 
amounts you incurred to move the employee,  the employee's fami ly ,  
and thei r  household ef fects.  This  a lso appl ies when the employee 
accepts employment at  a d i f ferent  locat ion f rom the locat ion of  thei r  
former res idence.  The move does not  have to be wi th in Canada.  
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A lso,  i f  you pay cer ta in expenses to move an employee,  h is  or  her  
fami ly ,  and thei r  household ef fects out  of  a remote work locat ion when 
his  or  her  employment dut ies are completed,  the amount  you pay is  
not  a taxable benef i t .  

I f  you paid a l lowances to your employee for  inc identa l  moving 
expenses that  he or  she does not  have to account  for ,  see 
"Non-accountable a l lowances,"  on page 122 [24] .  

Moving expenses paid by employer that  are not a taxable benefi t  

The fo l lowing expenses are not  a  taxable benef i t  to  your employees i f  
you paid or  re imbursed them: 

• the cost  of  house hunt ing t r ips to the new locat ion,  inc luding chi ld  
care and pet  care expenses whi le the employee is  away;  

• t ravel l ing costs ( inc luding a reasonable amount  spent  for  meals and 
lodging)  whi le the employee and members of  the employee's 
household were moving f rom the o ld res idence to the new 
residence;  
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• the cost  to the employee of  t ransport ing or  s tor ing household 
ef fects whi le moving f rom the o ld res idence to the new residence;  

• costs to move personal  i tems such as automobi les,  boats,  or  
t ra i lers;  

• charges and fees to d isconnect  te lephones,  te lev is ion or  aer ia ls ,  
water ,  space heaters,  a i r  condi t ioners,  gas barbecues,  automat ic  
garage doors,  and water  heaters;  

• fees to cancel  leases;  

• the cost  to the employee of  se l l ing the o ld res idence ( inc luding 
advert is ing,  notar ia l  or  legal  fees,  real  estate commission,  and 
mortgage discharge penal t ies) ;  

• charges to connect  and insta l l  u t i l i t ies,  appl iances,  and f ix tures that  
ex is ted at  the o ld res idence;  

• adjustments and a l terat ions to ex ist ing furn i ture and f ix tures to 
arrange them in the new residence,  inc luding p lumbing and 
e lectr ica l  changes in the new residence;  

• automobi le l icences,  inspect ions,  and dr ivers '  permi t  fees,  i f  the 
employee owned these i tems at  the former locat ion;  
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• legal  fees and land t ransfer  tax to buy the new residence;  

• the cost  to rev ise legal  documents to ref lect  the new address;  

• reasonable temporary l iv ing expenses whi le wai t ing to occupy the 
new, permanent  accommodat ion;  

• long-distance te lephone charges that  re late to sel l ing the o ld 
res idence;  and 

• amounts you paid or  re imbursed for  property taxes,  heat ,  hydro,  
insurance,  and grounds maintenance costs to keep up the o ld 
res idence af ter  the move,  when al l  reasonable ef for ts  to sel l  i t  have 
not  been successfu l .  

Moving expenses paid by employer that  are a taxable benefi t  

I f  you pay or  re imburse moving costs that  we do not  l is t  above,  the 
amounts are general ly  considered a taxable benef i t  to  the employee.  

I f  you do not  re imburse,  or  only par t ly  re imburse,  an employee for  
moving expenses,  the employee may be able to c la im some of  the 
moving expenses when f i l ing h is  or  her  income tax and benef i t  return.  
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For  more informat ion on the deduct ion for  moving expenses that  is  
avai lable to your employees,  see Interpretat ion Bul let in  IT-178,  
MOVING EXPENSES,  and Form T1-M, MOVING EXPENSES DEDUCTION.  

Housing loss 

I f  you pay or  re imburse your employee for  a housing loss,  the amount  
is  a taxable benef i t  for  the employee.  

However,  there is  an except ion for  amounts paid for  an el igible 
housing loss.  General ly ,  in  these s i tuat ions,  only hal f  o f  the amount  
that  is  more than $15,000 is  taxable.  

Note 
I f  you compensated your employee wi th more than one payment 
spread over two years,  you wi l l  need to inc lude an amount  on h is  or  
her  T4 s l ips for  both years.  Example 2 on page 121 [below] shows 
how to calculate the taxable benef i t .  

Example 1 
In  March 2011,  you compensated Clara,  your  employee,  for  a 
$40,000 loss she incurred on the sale of  her  house.  The loss was an 
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e l ig ib le housing loss.  Clara star ted to work at  her  new workplace in 
June 2011.  

The taxable benef i t  you wi l l  repor t  on Clara 's  2011 T4 s l ip  wi l l  be 
$12,500,  calculated as fo l lows:  

1/2 × ($40,000 – $15,000) 

Example 2 
In  June 2010,  you agreed to compensate Paul ,  your  employee,  for  
any e l ig ib le housing loss that  he incurred on the sale of  h is  house.  
Paul  s tar ted to work at  h is  new work locat ion on December 1,  2010.  

Paul 's  e l ig ib le housing loss amounted to $65,000.  You paid out  the 
compensat ion in two payments:  $30,000 in September 2010 and 
$35,000 in February 2011.  

Paul 's  taxable benef i t  in  2010 was $7,500 (hal f  of  the amount  paid 
in 2010 that  is  more than $15,000).  

Paul 's  taxable benef i t  in  2011 is  $17,500.  This is  calculated as 
fo l lows:  
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• hal f  of  the tota l  of  amounts paid in  2010 and 2011 that  is  more 
than $15,000  
(1/2 × [$65,000 – $15,000]  = $25,000);  

minus 

• the amount  inc luded in income in 2010 ($7,500).  

For  more informat ion on moving expenses,  see Interpretat ion Bul let in  
IT-470,  EMPLOYEES'  FRINGE BENEFITS.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Non-accountable al lowances 

A non-accountable a l lowance is  an a l lowance for  which an employee 
does not  have to provide deta i ls  or  submit  receipts to just i fy  amounts 
paid.  We consider  a non-accountable a l lowance for  inc identa l  
re locat ion or  moving expenses of  $650 or less  to  be a re imbursement 
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o f  expenses that  the employee incurred because of  an 
employment-re lated move.  Therefore,  th is  type of  a l lowance is  not  
taxable.  For  us to consider  i t  as a re imbursement for  inc identa l  
expenses,  the employee has to cer t i fy  in  wr i t ing that  he or  she 
incurred expenses for  at  least  the amount  of  the a l lowance,  up to a 
maximum of  $650.  

Do not  report  the amount  of  the re imbursement.  Report  any par t  of  the 
non-accountable a l lowance that  is  more than $650  in  box 14,  
"Employment income," and in the "Other in format ion" area under 
code 40  a t  the bot tom of  the employee's T4 s l ip .  

Examples 
• I f  you gave a non-accountable a l lowance of  $625 to an employee 

who cer t i f ies that  he or  she incurred expenses for  the amount  of  
the a l lowance,  the employee wi l l  not  be taxed on the amount  
received.  Do not  inc lude th is  amount  on the employee's T4 s l ip .  

• I f  you gave a non-accountable a l lowance of  $750 to an employee 
who can cer t i fy  the expenses,  he or  she wi l l  be taxed on $100 
only,  which is  the par t  of  the amount  that  is  more than $650.  
Inc lude the $100 on a T4 s l ip  in  box 14,  "Employment income,"  



–  124  –  

and in the "Other in format ion"  area under code 40  a t  the bot tom 
of  the employee's T4 s l ip .  

Municipal officer's expense allowance 
A munic ipal  corporat ion or  board may pay a non-accountable expense 
a l lowance to an e lected of f icer  to per form the dut ies of  that  of f ice.  

I f  the expense a l lowance is  more than one-third  o f  the of f icer 's  
salary and a l lowances,  the excess amount  is  a taxable benef i t .  Enter  
i t  in  box 14,  "Employment income," and in the "Other in format ion"  area 
under code 40  a t  the bot tom of  the employee's T4 s l ip .  

I f  the expense a l lowance is  not more than one-third  o f  the of f icer 's  
salary and a l lowances do not  inc lude th is  amount  in  box 14,  
"Employment income,"  or  in  the "Other in format ion" area under 
code 40  a t  the bot tom of  the employee's T4 s l ip .  

In  e i ther  of  the above s i tuat ions,  you have to ident i fy  the non-taxable 
share of  the a l lowance by enter ing the corresponding amount  in  the 
"Other in format ion" area under code 70  a t  the bot tom of  the 
employee's T4 s l ip .  
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For  more informat ion,  see Interpretat ion Bul let in  IT-292,  TAXATION OF 
ELECTED OFFICERS OF INCORPORATED MUNICIPAL IT IES,  SCHOOL BOARDS,  
MUNICIPAL  COMMISSIONS AND SIMILAR BODIES.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Parking 
Employer-provided park ing is  usual ly  a taxable benef i t  for  an 
employee,  whether or  not  the employer owns the lot .  The amount  of  
the benef i t  is  based on the fa i r  market  value of  the park ing,  minus  
any payment the employee makes to use the space.  

I f  you cannot  determine the fa i r  market  value,  do not  add a benef i t  to  
the employee's remunerat ion.  This  could happen in the fo l lowing 
s i tuat ions:  
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• A business operates f rom a shopping centre or  industr ia l  park 
where park ing is  avai lable to both employees and other  people.  

• An employer provides scramble park ing ( there are s igni f icant ly  
fewer spaces than there are employees who want  park ing and the 
spaces are avai lable on a f i rs t -come, f i rs t -served basis) .  

Note 
I f  you provide enough park ing spaces for  a l l  employees who require 
park ing,  but  do not  assign the park ing spaces to indiv idual  
employees,  th is  is  not  scramble park ing.  You must  add the benef i t  to  
the employee's remunerat ion.  

There is  no taxable benef i t  for  an employee when both of  the 
fo l lowing condi t ions are met:  

• You provide park ing to your employee for  business purposes.  

• Your employee regularly  has to use h is  or  her  own automobi le or  
one you usual ly  supply to do h is  or  her  dut ies.  
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Note 
Travel  between work and home is  not  considered t ravel  for  business 
purposes.  

To determine i f  an employee has received a benef i t ,  the facts of  each 
case must  be examined.  I f  you are not  sure i f  employer-provided 
park ing is  a taxable benef i t ,  contact  us.  

You can answer a ser ies of  quest ions on our  Web s i te to  
help you determine i f  there is  a taxable benef i t .  Go to 
www.cra.gc.ca/tx/bsnss/tpcs/pyrl l /bnfts/np-eng.html,   
se lect  "Park ing,"  then select  the "Q&A" icon.  

I f  the employee has a d isabi l i ty ,  the park ing benef i t  is  general ly  not  
taxable.  See "Disabi l i ty- re lated employment benef i ts , "  on 
page 71 [15] .  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Power saws and tree trimmers 
I f  you are an employer  in  the forestry business,  you probably have 
employees who,  according to thei r  contracts,  have to use thei r  own 
power saws or  t ree t r immers at  thei r  own expense.  

Rental  payments you make to employees for  the use of  thei r  own 
power saws or  t ree t r immers are taxable benef i ts ,  and should be 
inc luded in thei r  income on a T4 s l ip .  Their  income should not  be 
reduced by the cost  or  value of  saws,  t r immers,  par ts ,  gasol ine,  or  
any other  mater ia ls  the employee suppl ies.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Premiums under provincial hospitalization, medical care 
insurance, and certain Government of Canada plans 
You may be paying premiums or  contr ibut ing to a provinc ia l  or  
terr i tor ia l  hospi ta l  or  medical  care insurance p lan for  an employee.  
The amount  you pay is  considered a taxable benef i t  for  the employee.  
Report  th is  benef i t  in  box 14,  "Employment income," and in the "Other  
in format ion,"  area under code 40  a t  the bot tom of  the employee's 
T4 s l ip .  I f  you have to make payments to such a p lan for  amounts 
other  than premiums or  contr ibut ions for  the employee,  they are not  
considered a taxable benef i t  for  the employee.  

I f  you are the former employer of  an employee who has ret i red,  any 
amount  you pay as a contr ibut ion to a provinc ia l  or  terr i tor ia l  heal th 
serv ices insurance p lan for  the ret i red employee is  a taxable benef i t .  

Report  th is  benef i t  under code 118,  "Medical  premium benef i ts , "  in  the 
"Other in format ion" area at  the bot tom of  the T4A s l ip .  

Any amount  that  the federal  government pays for  premiums under a 
hospi ta l  or  medical  care insurance p lan for  i ts  employees and thei r  
dependants serv ing outs ide Canada is  a taxable benef i t .  This a lso 
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appl ies to dependants of  members of  the RCMP and the Canadian 
Forces serv ing outs ide Canada.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Private health services plan premiums 
I f  you make contr ibut ions to a pr ivate heal th serv ices p lan (such as 
medical  or  denta l  p lans)  for  employees,  there is  no taxable benef i t  for  
the employees.  

Note 
Employee-paid premiums to a pr ivate heal th serv ices p lan are 
considered qual i fy ing medical  expenses and can be c la imed by the 
employee on h is  or  her  income tax and benef i t  return.  

Inc lude the amounts that  the employee paid on a T4 s l ip  in  the "Other 
in format ion" area under code 85.  The use of  code 85 is  opt ional .  



–  131  –  

I f  you do not  enter  code 85,  we may ask the employee to provide 
support ing documents.  

Use the T4A s l ip  to report  these amounts for  former employees or  
ret i red employees.  Enter  the amount  under code 135,  "Recip ient-paid 
premiums for  pr ivate heal th serv ices p lans, "  in  the "Other in format ion" 
area at  the bot tom of  the T4A s l ip .  

For  more informat ion,  see Interpretat ion Bul let in  IT-339,  MEANING OF 
PRIVATE HEALTH SERVICES PLAN.  

Professional membership dues 
I f  you pay professional  membership dues for  your employee and you 
are the pr imary benef ic iary of  the payment,  there is  no benef i t  for  the 
employee.  

Whether  you or  the employee is  the pr imary benef ic iary is  a quest ion 
of  fact .  I f  you pay or  re imburse professional  membership dues 
because membership in the organizat ion or  associat ion is  a condi t ion 
of  employment,  we consider  you to be the pr imary benef ic iary and 
there is  no taxable benef i t  for  the employee.  
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When membership is  not  a condi t ion of  employment,  you as the 
employer are responsib le for  determining who is  the pr imary 
benef ic iary.  You have to be prepared to just i fy  your  posi t ion i f  we ask 
you to do so.  

In a l l  s i tuat ions where you pay or  re imburse an employee's 
professional  membership dues and the pr imary benef ic iary is  the 
employee,  there is  a taxable benef i t  for  the employee.  

Note 
You should te l l  your  employee that  he or  she cannot  deduct  f rom his 
or  her  employment income professional  dues that  you have paid or  
re imbursed.  

For  more informat ion,  see our  INCOME TAX – TECHNICAL NEWS No.  15 
and Interpretat ion Bul let in  IT-158,  EMPLOYEES'  PROFESSIONAL 
MEMBERSHIP DUES.  
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Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Recreational facil it ies and club dues 
The use of  a recreat ional  fac i l i ty  or  c lub is  a taxable benef i t  for  an 
employee in any of  the fo l lowing s i tuat ions:  

• You pay,  re imburse,  or  subsid ize the cost  of  a membership at  a 
recreat ional  fac i l i ty ,  such as an exerc ise room, swimming pool ,  or  
gymnasium. 

• You pay,  re imburse,  or  subsid ize the cost  of  memberships to a 
business or  professional  c lub ( that  operates f i tness,  recreat ional ,  
spor ts,  or  d in ing fac i l i t ies for  the use of  thei r  members but  thei r  
main purpose is  something other  than recreat ion) .  

• You pay,  re imburse,  or  subsid ize the cost  of  membership dues in a 
recreat ional  fac i l i ty  of  the employee's choice,  up to a set  maximum. 
In th is  case i t  is  the employee who has paid for  the membership,  
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owns i t ,  and has s igned some k ind of  contract  wi th the company 
provid ing the fac i l i ty .  

• You pay,  re imburse,  or  subsid ize the employee for  expenses 
incurred for  food and beverages at  a restaurant ,  d in ing room 
lounge,  banquet  hal l ,  or  conference room of  a recreat ional  fac i l i ty  
or  c lub.  

• You provide recreat ional  fac i l i t ies to a select  group or  category of  
employees for  f ree or  for  a min imal  fee,  whi le other  employees have 
to pay the fu l l  fee.  There is  a taxable benef i t  for  employees who do 
not  have to pay the fu l l  fee.  

However,  the use of  a recreat ional  fac i l i ty  or  c lub does not  resul t  in  a 
taxable benef i t  for  an employee in any of  the fo l lowing s i tuat ions:  

• You provide an in-house recreat ional  fac i l i ty  or  pay an organizat ion 
to provide recreat ional  fac i l i t ies and the fac i l i ty  or  membership is  
avai lable to al l  your  employees.  This appl ies whether you provide 
the fac i l i t ies f ree of  charge or  for  a min imal  fee and the 
membership is  pr inc ipal ly  for  your  advantage.  
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• You make an arrangement wi th a fac i l i ty  to pay a fee for  the use of  
the fac i l i ty ,  the membership is  wi th you and not  your employee and 
the fac i l i ty  or  membership is  avai lable to a l l  your  employees.  

• I t  can be c lear ly  shown that  membership in  a c lub or  recreat ional  
fac i l i ty  is  principal ly  for  your advantage rather  than the 
employee's.  

For  more informat ion,  see the fo l lowing interpretat ion bul le t ins:  

• IT-470,  Employees'  Fr inge Benef i ts  

• IT-148,  Recreat ional  Propert ies and Club Dues 

Payrol l  deductions and the GST/HST 

Use the benef i ts  char t  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Registered retirement savings plans (RRSPs) 
Contr ibut ions you make to an employee's RRSP and RRSP 
administ rat ion fees that  you pay for  your employee are considered to 
be a taxable benef i t  for  the employee. However,  th is  does not  inc lude 
an amount  you wi thheld f rom the employee's remunerat ion and 
contr ibuted for  the employee.  

I f  the GST/HST appl ies to the administ rat ion fees,  inc lude i t  in  the 
value of  the benef i t .  

Payrol l  deductions 

Contr ibut ions you make to your employee's RRSPs are general ly  paid 
in  cash and are pensionable and insurable.  Deduct  CPP contr ibut ions 
and EI  premiums. 

However,  your contr ibut ions are considered non-cash benef i ts  and are 
not  insurable i f  your  employees cannot  wi thdraw the amounts f rom a 
group RRSP (except  for  wi thdrawals under the Home Buyers '  Plan or  
L i fe long Learning Plan)  before the employees ret i re or  cease to be 
employed.  
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A l though the benef i t  is  taxable and has to be reported on the T4 s l ip ,  
you do not  have to deduct  income tax at  source on the contr ibut ions 
you make to an employee's RRSPs i f  you have reasonable grounds to 
bel ieve that  the employee can deduct  the contr ibut ion for  the year.  
For  deta i ls ,  see Chapter  6 of  Guide T4001,  EMPLOYERS'  GUIDE – 
PAYROLL DEDUCTIONS AND REMITTANCES. 

Administ rat ion fees that  you pay d i rect ly  for  an employee are 
considered taxable and pensionable.  Deduct  CPP contr ibut ions and 
income tax.  These are considered a non-cash benef i t ,  so they are not  
insurable.  Do not  deduct  EI  premiums. 

Security options 
When a corporat ion agrees to sel l  or  issue i ts  shares to an employee,  
or  when a mutual  fund t rust  grants  opt ions to an employee to acquire 
t rust  uni ts ,  the employee may receive a taxable benef i t .  The taxable 
benef i t  is  the d i f ference between the fa i r  market  value of  the shares 
or  uni ts  when the employee acquired them and the amount  paid,  or  to 
be paid,  for  them, inc luding any amount  paid for  the r ights to acquire 
the shares or  uni ts .  Also,  a benef i t  can accrue to the employee i f  h is  
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or  her  r ights under the agreement become vested in another  person,  
or  i f  they t ransfer  or  sel l  the r ights.  

The shares or  t rust  uni ts  are considered to be acquired when legal  
ownership of  the shares has been t ransferred and the vendor has 
ent i t lement  to receive payment.  In general ,  th is  would occur  where the 
shares have been t ransferred to the employee/broker and paid for .  

Inc lude th is  benef i t  in  box 14,  "Employment income," and in the "Other  
in format ion" area under code 38  a t  the bot tom of  the employee's 
T4 s l ip .  Also,  show the deduct ions the employee is  ent i t led to in  the 
"Other in format ion" area of  the T4 s l ip ,  as expla ined in the rest  of  th is  
sect ion.  

For  more informat ion on secur i ty  opt ions,  see Interpretat ion 
Bul let in  IT-113,  BENEFITS TO EMPLOYEES – STOCK OPTIONS.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions,  and EI  premiums. 
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When an employee exerc ises secur i ty  opt ions on or  af ter  January 1,  
2011,  the employer wi l l  be required to wi thhold and remit  an amount  
in  respect  of  the taxable secur i ty  opt ion benef i t  (excluding any 
secur i ty  opt ion deduct ion)  to the same extent  as i f  the amount  of  the 
benef i t  had been paid as an employee bonus.  For  more informat ion,  
see Chapter  6 of  Guide T4001,  EMPLOYERS'  GUIDE – PAYROLL 
DEDUCTIONS AND REMITTANCES.  

Cash outs 

I f  the employee d isposes of  s tock opt ion r ights to the employer for  a 
cash payment or  other  in  k ind benef i t ,  the employee can c la im the 
secur i ty  opt ions deduct ion i f  e l ig ib le or  the employer can c la im the 
cash-out  as an expense,  but  not  both.  I f  the employer chooses not  to  
c la im the cash-out  as an expense,  the employer must  make an 
e lect ion to do so under subsect ion 110(1.1)  by enter ing th is  amount  
under code 86,  "Secur i ty  opt ions e lect ion,"  in  the "Other in format ion" 
area of  the T4 s l ip .  This would a l low the employee to c la im the 
deduct ion under paragraph 110(1)(d) .  The amount  you report  under 
code 86 may be d i f ferent  f rom the taxable benef i t  you have to inc lude 
in the employee's income in box 14 and under code 38.   
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I f  code 86 of  the T4 is  not  completed,  th is  means that  the employer 
decided to c la im the expense and the employee would not  be a l lowed 
to c la im the deduct ion under paragraph 110(1)(d) .  For  more 
informat ion,  go to www.cra.gc.ca/payrol l .  

Note 
Since 4 pm on March 4,  2010,  the e lect ion to defer  the secur i ty  
opt ion benef i t  is  no longer avai lable.  

Security options deduction for the acquisit ion of  shares or units 
of  enti t ies other than Canadian-control led private corporat ion – 
Paragraph 110(1)(d)  

General ly ,  the employee receives the benef i t  in  the same year he or  
she acquired the shares or  uni ts .  The employee can c la im a deduct ion 
under paragraph 110(1)(d)  of  the INCOME TAX ACT i f  al l  of  the 
fo l lowing condi t ions are met:  

• A qual i fy ing person agreed to sel l  or  issue to the employee shares 
of  i ts  capi ta l  s tock or  the capi ta l  s tock of  another  corporat ion that  i t  
does not  deal  wi th at  arm's length,  or  agreed to sel l  or  issue uni ts  
of  a mutual  fund t rust .  
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• The employee deal t  at  arm's length wi th these qual i fy ing persons 
r ight  af ter  the agreement was made.  

• I f  the secur i ty  is  a share,  i t  is  a prescr ibed share (as def ined in the 
INCOME TAX REGULATIONS) and i f  i t  is  a uni t ,  i t  is  a uni t  o f  a mutual  
fund t rust .  

• The pr ice of  the share or  uni t  is  not  less than i ts  fa i r  market  value 
when the agreement was made.  

The deduct ion the employee can c la im is  one-half  o f  the amount  of  
the benef i t  that  resul ts  because shares were acquired or  when r ights 
for  shares were t ransferred or  otherwise d isposed of  in  the year.  
Ident i fy  the amount  of  the deduct ion by enter ing i t  in  the "Other 
in format ion" area under code 39  a t  the bot tom of  the employee's 
T4 s l ip .  

Note 
The ef fect  of  fore ign exchange gains and losses is  not  re levant  
when determining i f  an indiv idual  is  e l ig ib le for  the secur i ty  opt ion 
deduct ion.  



–  142  –  

Security options deduction for the disposit ion of  shares or units 
of  a Canadian-control led private corporat ion – 
Paragraph 110(1)(d.1)  

The employee receives the benef i t  in  the year they d ispose of  the 
shares,  but  not  in  the year of  acquir ing them i f  al l  of  the fo l lowing 
condi t ions are met:  

• When the agreement to sel l  or  issue shares to the employee was 
concluded,  the issuing or  sel l ing corporat ion was a 
Canadian-contro l led pr ivate corporat ion.  

• The employee acquired shares af ter  May 22,  1985.  

• The employee deal t  at  arm's length wi th the corporat ion or  any 
other  corporat ion involved r ight  af ter  the agreement was concluded.  

In th is  case,  the employee can c la im a deduct ion under 
paragraph 110(1)(d.1)  of  the INCOME TAX ACT i f  al l  of  the fo l lowing 
condi t ions are met:  

• The shares are d isposed of  in  the year;  
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• The employee has not  d isposed of  the share (otherwise than as a 
resul t  of  the taxpayer 's  death)  or  exchanged the share wi th in 
two years af ter  the date the taxpayer acquired i t .  

• The employee d id not  deduct  an amount  under paragraph 110(1)(d)  
for  the benef i t .  

The deduct ion the employee can c la im is  one-half  o f  the amount  of  
the benef i t  for  the shares d isposed of  in  the year.  Ident i fy  the amount  
of  the deduct ion by enter ing i t  in  the "Other in format ion" area under 
code 41  a t  the bot tom of  the employee's T4 s l ip .  

Social events 
I f  you provide a f ree par ty  or  other  socia l  event  to a l l  your  employees 
and the cost  is  $100 per  person or  less,  we do not  consider  i t  to  be a 
taxable benef i t .  Addi t ional  costs such as t ransportat ion home, tax i  
fare,  and overnight  accommodat ion are not  inc luded in the $100 per  
person amount .  I f  the cost  of  the par ty  is  greater  than $100 per  
person,  the entire  amount ,  inc luding the addi t ional  costs,  is  a taxable 
benef i t .  
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I f  the benef i t  is  a l l  cash,  do not include the GST/HST.  However,  i f  a l l  
or  par t  of  the taxable benef i t  is  non-cash and is  not  an exempt or  
zero-rated supply,  inc lude the GST/HST in the value of  that  par t  of  the 
benef i t .  

For  more informat ion,  see our  Income Tax – TECHNICAL  NEWS No.  15 
and Interpretat ion Bul let in  IT-470,  EMPLOYEES'  FRINGE BENEFITS.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Spouse's or common-law partner's travell ing expenses 
I f  a  spouse or  common- law partner  accompanies an employee on a 
business t r ip ,  the amount  you re imburse the employee for  the 
spouse's or  common- law partner 's  t ravel l ing expenses is  a taxable 
benefi t  for  the employee.  
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The re imbursement is  not considered a taxable benef i t  i f  the spouse 
or  common- law partner  went  at  your  request  and was most ly  engaged 
in business act iv i t ies dur ing the t r ip .  

For  more informat ion,  see Interpretat ion Bul let in  IT-131,  CONVENTION 
EXPENSES.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Tax-Free Savings Account (TFSA) 
You may of fer  your  employees and thei r  spouses the opportuni ty  to 
par t ic ipate in  a group TFSA. Contr ibut ions you make to an employee's 
TFSA for  them as wel l  as TFSA administ rat ion fees that  you pay for  
them, are considered to be a taxable benef i t  for  the employee.  
However,  th is  does not  inc lude any amount  you wi thheld f rom the 
employee's remunerat ion and contr ibuted for  the employee.  



–  146  –  

Contr ibut ions you make to your  employee's TFSA for  them are 
general ly  paid in  cash and are taxable,  pensionable,  and insurable.  
Deduct  income tax,  CPP contr ibut ions and EI  premiums.  

Administ rat ion fees that  you pay d i rect ly  for  an employee are taxable 
and pensionable.  Deduct  CPP and income tax.  These are considered a 
non-cash benef i t ,  so they are not  insurable.  Do not  deduct  
EI  premiums. 

I f  the GST/HST appl ies to the administ rat ion fees,  inc lude i t  in  the 
value of  the benef i t .  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Tool reimbursement or allowance 
I f  you re imburse or  provide an a l lowance to your employees to of fset  
the cost  of  tools that  they need for  thei r  job or  you pay for  thei r  tools ,  
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the amount  of  the payment is  a taxable benef i t  and should be inc luded 
in the employees'  income. 

When employed t radespersons ( inc luding apprent ice mechanics)  f i le  
thei r  income tax and benef i t  return,  they may be able to deduct  par t  of  
the cost  of  e l ig ib le tools they bought  to earn employment income as a 
t radesperson.  

Employers wi l l  be required to complete Form T2200,  DECLARATION OF 
CONDIT IONS OF EMPLOYMENT,  to cer t i fy  that  the employee must  acquire 
these tools as a condi t ion of ,  and for  use in,  h is  or  her  employment.  

For  more informat ion,  see Guide T4044,  EMPLOYMENT EXPENSES.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Transit passes 
I f  you pay for  or  provide your employee wi th publ ic  t ransi t  passes,  i t  is  
usual ly  a taxable benef i t  for  the employee.  Publ ic  t ransi t  inc ludes 
t ransi t  by local  bus,  s t reetcar ,  subway,  commuter  t ra in or  bus,  and 
local  ferry .  

I f  your  employee pays for  some of  the cost  of  buying publ ic  t ransi t  
passes ( for  example,  through payro l l  deduct ions) ,  he or  she may be 
able to c la im the Publ ic  Transi t  Tax Credi t  when f i l ing h is  or  her  
indiv idual  income tax and benef i t  return.   

Report  the taxable benef i t  on the employee's T4 s l ip  in  box 14,  
"Employment income," and in the "Other in format ion" area under 
code 40  a t  the bot tom of  the s l ip .   

Report  the tota l  of  the taxable benef i t  (code 40)  and the amount  the 
employee paid to buy the t ransi t  pass (payrol l  deduct ions)  in  the 
"Other in format ion" area under code 84  a t  the bot tom of  the 
employee's T4 s l ip .  
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Transit  passes – employees of  a transit  company 

I f  your  company is  in  the business of  operat ing a bus,  s t reetcar ,  
subway,  commuter  t ra in or  bus,  or  ferry serv ice,  and you provide f ree 
t ransi t  passes to your employees or  thei r  fami l ies,  specia l  ru les apply.  

I f  you provide f ree or  d iscounted passes to an employee or  ret i red 
employee who works in  one of  the businesses ment ioned above,  and 
the passes are only for  the employee's use,  there is  no taxable benef i t  
for  the employee.  

Note 
To qual i fy  as a non-taxable benef i t  under th is  specia l  ru le,  ferry 
passes are l imi ted to passenger (walk on)  fares only.  

I f  you provide f ree or  d iscounted passes to a member of  your  
employee's or  ret i red employee's fami ly ,  the fa i r  market  value (FMV) 
of  the pass is  a taxable benef i t  for  the employee.  Report  the ret i ree 's  
benef i t  us ing code 028,  "Other  income" in the "Other in format ion" area 
at  the bot tom of  the T4A s l ip .  
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Note 
I f  you provide f ree or  d iscounted passes to an employee who works 
in an area other  than the t ransportat ion business or  i ts  operat ions,  
thei r  FMV is  a taxable benef i t  for  the employee.  For example,  i f  a  
c i ty  owns a t ransi t  company,  the FMV of  a pass g iven to an 
employee who works in  the c i ty 's  account ing department  would be a 
taxable benef i t ,  whi le  a pass g iven to an employee who works in  the 
account ing department  of  the t ransi t  business operat ions would not  
be a taxable benef i t .  

Payrol l  deductions and the GST/HST 

Use the benef i ts  char t  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Transportation to and from home 
Usual ly ,  i f  you provide an employee wi th a vehic le or  an a l lowance for  
dr iv ing between home and a regular  p lace of  employment,  the 
employee receives a taxable benef i t  ( inc luding any refunded expenses 
such as tax i  fares) .   
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We do not  consider  i t  to  be personal  dr iv ing i f  you require or  a l low the 
employee to t ravel  d i rect ly  f rom home to a point  of  ca l l  (such as a 
salesperson v is i t ing customers)  other  than your p lace of  business to 
which the employee regular ly  reports ,  or  to return home f rom that  
point .  

Any locat ion to or  f rom which the employee regular ly  reports  for  work 
or  per forms the dut ies of  employment is  general ly  considered a 
regular  p lace of  employment.  

For  secur i ty  or  other  reasons,  there are t imes when publ ic  and pr ivate 
vehic les are nei ther  a l lowed nor pract ica l  at  an employment locat ion.  
As a resul t ,  you may need to provide your employees wi th 
t ransportat ion f rom pickup points to that  locat ion.  This t ransportat ion 
is  not  a  taxable benef i t .  Do not  deduct  CPP contr ibut ions,  
EI  premiums, or  income tax f rom these amounts.  

You may provide t ransportat ion to an employee who works at  a 
specia l  work s i te  or  a remote work locat ion.  I f  so,  see "Board,  lodging,  
and t ransportat ion – Specia l  work s i tes and remote work locat ions,"  
on page 60 [13] .  
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I f  the vehic le you provide your employee is  an automobi le,  see 
"Calculat ing automobi le benef i ts , "  on page 29 [8]  for  more 
informat ion.  

You provide a vehicle other than an automobile 

I f  you provide your employee wi th a motor  vehic le that  is  not  def ined 
as an automobi le,  calculate the taxable benef i t  for  the employee's use 
of  the vehic le between home and work based on f ixed rates or  fa i r  
market  value.  I f  al l  o f  the fo l lowing condi t ions are met,  you can 
choose to use a rate of  24¢ per  k i lometre for  2011.  

1.  The motor  vehic le is  not  an automobi le.   

2.  You te l l  your  employee in wr i t ing that  he or  she cannot  make any 
personal  use of  the vehic le,  other  than t ravel l ing between work and 
home. Your employee wi l l  have to mainta in fu l l  logbooks of  the 
vehic le 's  use as proof  that  there was no other  personal  use.   

3.  You have val id  business reasons for  making the employee take the 
vehic le home at  n ight ,  such as:   
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–  i t  would not  be safe to leave tools and equipment at  your premises 
or  on a worksi te overnight ;  or   

–  your employee is  on cal l  to  respond to emergencies (see Note) ,  and 
you provide the vehic le so the employee can respond more 
ef fect ive ly  to emergencies.  

4.  The motor  vehic le is  speci f ica l ly  designed or  sui ted for  your 
business or  t rade and is  essent ia l  for  the per formance of  your  
employee's dut ies.  Just  t ranspor t ing the employee to the work 
locat ion does not  meet  the condi t ion of  "essent ia l  in  the 
per formance of  employment dut ies. "  The fo l lowing examples meet  
both condi t ions:   

–  The vehic le is  designed,  or  s igni f icant ly  modi f ied,  to carry tools,  
equipment,  or  merchandise.  Your employee has to have the vehic le 
to do h is  or  her  job.   

–  The vehic le,  such as a p ickup t ruck or  a van,  is  sui table for  and is  
consistent ly  used to carry and store heavy,  bulky,  or  numerous 
tools and equipment .  I t  would be d i f f icu l t  to  load and unload the 
contents.  The vehic le is  essent ia l  to  your employee in per forming 
h is  or  her  job.   
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–  The vehic le is  regular ly  used to carry harmful  or  foul -smel l ing 
mater ia l ,  such as veter inary samples or  f ish and game. The 
vehic le is  essent ia l  to  your employee in per forming h is  or  her  job.  

–  Your employee is  on cal l  for  emergencies (see Note) ,  and has to 
use a vehic le which:   

–  is  a c lear ly  marked emergency-response vehic le;   

–  is  specia l ly  equipped to respond rapid ly ;  or   

–  is  designed to carry specia l ized equipment to the scene of  an 
 emergency.  

Note 
We general ly  consider  an emergency to re late e i ther  to the heal th 
and safety of  the general  populat ion or  to a s igni f icant  d isrupt ion to 
the employer 's  operat ions.  

Rates when condit ions are not met 

I f  any of  condi t ions one to four  on page 152 [above]  are not  met ,  you 
cannot  use the reduced rate of  24¢ per  k i lometre for  2011.  Instead,  
see "Automobi le and motor  vehic le benef i ts , "  on page 27 [7] .  
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Part-t ime employee 

You may g ive a par t - t ime employee a reasonable a l lowance or  
re imbursement for  t ravel l ing expenses incurred by the employee going 
to and f rom a par t - t ime job.  I f  so,  and you and the par t - t ime employee 
are deal ing at  arm's length,  you do not  have to inc lude that  amount  in  
the employee's income. This appl ies to:  

• teachers and professors who work par t - t ime in a designated 
educat ional  inst i tu t ion in Canada,  provid ing serv ice to you as a 
professor or  teacher,  and the locat ion is  not  less than 80 k i lometres 
f rom the employee's home; and 

• a par t - t ime employee who had other  employment or  carr ied on a 
business,  and he or  she d id the dut ies at  a locat ion no less than 
80 k i lometres f rom both  the p lace of  the employee's home  and  the 
p lace of  the other  employment or  business.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Travel allowance 
Salesperson and clergy 

You may pay a reasonable t ravel  a l lowance for  expenses other  than 
for  the use of  an automobi le (such as meals,  lodging,  per  d iem 
al lowance) to a salesperson or  member of  the c lergy.  You do not  have 
to inc lude the a l lowance in the employee's income i f  i t  was for  
expenses re lated to the per formance of  dut ies of  the of f ice or  
employment and the employee is  e i ther :  

• an agent  sel l ing property or  negot iat ing contracts for  the employer;  
or  

• a member of  the c lergy.  

Other employees 

You have to inc lude reasonable t ravel  a l lowances in the income of  
employees,  other  than a salesperson or  member of  the c lergy,  who 
t ravel  to per form the dut ies of  the of f ice or  employment,  unless the 
a l lowances are received by the employee for  t ravel l ing away f rom the 
munic ipal i ty  and the metropol i tan area where the employer 's  
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establ ishment is  located and where the employee ord inar i ly  works or  
reports .  

In some s i tuat ions,  you may provide an a l lowance to your employee 
for  t ravel  (other  than an a l lowance for  the use of  a motor  vehic le)  
wi th in a munic ipal i ty  or  metropol i tan area so your employee can 
complete h is  or  her  dut ies in a more ef f ic ient  way dur ing a work shi f t .   

This a l lowance is  not  a taxable benef i t  and can be excluded f rom the 
employee's income i f  al l  o f  the fo l lowing condi t ions are met:  

• The employee t ravels away f rom the of f ice.   

• The al lowance is  reasonable.  We general ly  consider  a value of  up 
to $17 for  the meal  por t ion of  the t ravel  a l lowance to be 
reasonable.   

• You are the pr imary benef ic iary of  the a l lowance.  

• The al lowance is  not  an addi t ional  form of  remunerat ion.   

This means that  you do not  have to inc lude th is  type of  t ravel  
a l lowance i f  i ts  main reason is  so that  your employee's dut ies are 
completed in a more ef f ic ient  way dur ing a work shi f t .  
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Reasonable travel  al lowances 

Whether an a l lowance for  t ravel  expenses is  reasonable is  a quest ion 
of  fact .  You should compare the reasonable costs for  t ravel  expenses 
that  you would expect  your  employee to incur  against  the a l lowance 
you pay to the employee for  the t r ip .  

I f  the t ravel  a l lowance is  reasonable,  you do not  have to inc lude i t  in  
your employee's income. I f  i t  is  not  reasonable,  the a l lowance has to 
be inc luded in your employee's income.  

For  more informat ion,  see paragraph 48 in  Interpretat ion Bul let in  
IT-522,  VEHICLE,  TRAVEL  AND SALES EXPENSES OF EMPLOYEES.  

Your employee may be able to c la im cer ta in employment expenses on 
h is  or  her  income tax and benef i t  return.  For  more informat ion,  see 
"Employee's a l lowable employment expenses,"  on page 22 [6] .  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 
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Uniforms and special clothing 
Your employee does not  receive a taxable benef i t  i f  e i ther  of  the 
fo l lowing condi t ions apply:  

• You supply your employee wi th a d is t inct ive uni form he or  she has 
to wear whi le  carry ing out  the employment dut ies.  

• You provide your employee wi th specia l  c loth ing ( inc luding safety 
footwear)  designed to protect  h im or  her  f rom hazards associated 
wi th the employment.  

When you pay an accountable a l lowance (where receipts are required)  
to your employee to buy uni forms or  protect ive c loth ing,  th is  amount  
is  considered to be a re imbursement of  expenses,  not  a taxable 
benef i t .  

I f  you re imburse or  pay a reasonable a l lowance to your employee for  
the cost  of  protect ive c loth ing he or  she bought  and you d id not  
require receipts to support  the purchases,  the re imbursement is  not  
taxable i f  al l  of  the fo l lowing condi t ions apply:  

• The law requires the employee to wear the protect ive c loth ing on 
the work s i te.  
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• The employee bought  the protect ive c loth ing.  

• The amount  of  the re imbursement is  reasonable.  

You may pay a laundry or  dry c leaner to c lean uni forms and c loth ing 
for  your employee or  you may pay a reasonable a l lowance to your 
employee (when he or  she does not  have to provide a receipt ) .  You 
may also re imburse the employee for  these expenses when he or  she 
presents a receipt .  I f  you do e i ther  of  these,  the amounts you pay are 
not  taxable benef i ts  for  the employee.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Wage-loss replacement plans or income maintenance plans 
I f  you pay a premium to a wage- loss replacement p lan or  an income 
maintenance plan for  an employee,  the premium is  a taxable benef i t  i f  
you pay i t  to  a non-group  p lan that  is :  
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• a s ickness or  accident  insurance p lan;  

• a disabi l i ty  insurance p lan;  or  

• an income maintenance insurance p lan.  

However,  i f  you pay a premium for  an employee for  such p lans that  
are group plans,  the employer-paid premium is  not  a taxable benef i t  
for  the employee i f  the benef i t  payments are paid out  of  your  own 
funds.  This does not  apply i f  you deduct  the premium from the 
employee's salary and remit  i t  to  the p lan.  I f ,  however,  the employee 
is  the owner of  the p lan (even wi th in a group p lan)  and the benef i ts  
are paid by a th i rd par ty ,  any premium you pay on behal f  of  the 
employee,  and any re imbursements made to the employee,  are 
considered taxable benef i ts .  The employee is  considered the owner of  
the p lan where contractual ly  responsib le for  paying the premiums to 
the th i rd par ty ,  even where the p lan provides for  the employer to pay 
the premiums on the employee's behal f  and inc lude the value of  the 
premiums in the employee's income. 

For more informat ion,  see the Specia l  Payments chapter  of  
Guide T4001,  EMPLOYERS'  GUIDE – PAYROLL DEDUCTIONS AND 



–  162  –  

REMITTANCES and Interpretat ion Bul let in  IT-428,  WAGE LOSS 
REPLACEMENT PLANS.  

Payrol l  deductions and the GST/HST 

Use the benef i ts  chart  on page 198 [39]  to check whether  you have to 
inc lude the GST/HST in the calculat ion of  the benef i t ,  and whether  
you have to deduct  CPP contr ibut ions and EI  premiums. 

Group disabi l i ty benefi ts – insolvent insurer 

Under subsect ion 6(17) of  the INCOME TAX ACT ( ITA),  a top-up 
disabi l i ty payment  inc ludes a payment made by an employer d i rect ly  
to an indiv idual  to replace a l l  or  par t  of  the per iodic payments that ,  
because of  an insurer 's  insolvency,  are no longer being made to the 
indiv idual  under a d isabi l i ty  pol icy for  which the employer made 
contr ibut ions.  This t reatment  a l lows the cont inued deduct ion of  
contr ibut ions made by the employee to be considered in determining 
the amount  to be inc luded in the employee's income f rom employment 
under paragraph 6(1)( f )  of  the ITA.  This appl ies to any top-up 
d isabi l i ty  payment made af ter  August  10,  1994.  
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A disabi l i ty pol icy  is  a group d isabi l i ty  insurance pol icy that  provides 
per iodic payments to indiv iduals for  lost  employment income. 

Chapter 4 – Housing and travel assistance benefits 
paid in a prescribed zone 

This chapter  appl ies to you i f  you meet  both  o f  the fo l lowing 
condi t ions:  

• You are an employer or  a th i rd-par ty  payer who provides 
employment benef i ts  for  board,  lodging,  t ransportat ion,  or  t ravel  
assistance.  

• You provide these benef i ts  to an employee who works or  l ives in  
locat ions that  are in prescribed zones  for  purposes of  the nor thern 
res idents deduct ions.  

I f  your  employee works at  a specia l  s i te  or  a remote work locat ion that  
is  not  in  a prescr ibed zone,  th is  chapter  does not  apply to you.  For  
more informat ion,  see page 60 [13] .  
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For  a l is t  of  p laces in prescr ibed nor thern zones and prescr ibed 
intermediate zones,  see Publ icat ion T4039,  NORTHERN RESIDENTS 
DEDUCTIONS – PLACES IN  PRESCRIBED ZONES.  

Accommodation or uti l i t ies provided by the employer 
I f  you provide accommodat ion or  ut i l i t ies f ree of  charge,  i t  is  a taxable 
benef i t  to  your employee.  The method you use to determine the value 
of  the benef i t  depends on whether or  not  the p lace in a prescr ibed 
zone has a developed renta l  market .  

Places with developed rental  markets 

Some c i t ies and towns in prescr ibed zones have developed renta l  
markets.  When that  is  the case,  you base the value of  the benef i t  for  
any rent  or  ut i l i ty  you provide on i ts  fa i r  market  value.  

The c i t ies and towns in prescr ibed zones that  have developed renta l  
markets are:  

Whi tehorse Fort  McMurray Labrador Ci ty  
Yel lowkni fe Grande Prai r ie  Wabush 
Dawson Creek Thompson Fort  St .  John 
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Places without developed rental  markets 

In  p laces in prescr ibed zones wi thout  developed renta l  markets,  you 
have to use other  methods to set  a value on the housing benef i t .  The 
method you use depends on whether  you own the res idence or  rent  i t  
f rom a th i rd par ty .  

I f  you provide both rent  and ut i l i t ies and can calculate thei r  cost  as 
separate i tems,  you have to determine thei r  va lue separate ly .  Add 
both i tems to get  the value of  the housing benef i t .  

I f  your  employee re imburses you for  a l l  or  par t  of  h is  or  her  rent  or  
ut i l i t ies,  determine the benef i t  as expla ined below. Subtract  any 
amount  re imbursed by your employee and inc lude the amount  that  
remains in h is  or  her  income. 

Accommodations you own 

I f  you own a res idence that  you provide rent  f ree to your employee,  
report  as benef i t  whichever of  the fo l lowing amounts is  less:  

• the fa i r  market  value of  the rent ;  or  

• the cei l ing amount .  
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I f  you provide ut i l i t ies us ing equipment (such as a generator)  that  you 
own, report  as benef i t  for  ut i l i t ies  whichever of  the fo l lowing amounts 
is  less:  

• the fa i r  market  value of  the ut i l i t ies;  or  

• the cei l ing amount .  

Accommodations you rent from a third party 

I f  you rent  a res idence f rom a th i rd par ty  and provide i t  rent  f ree to 
your employee,  report  as benef i t  whichever of  the fo l lowing amounts 
is  less:  

• the amount  you pay the th i rd par ty ;  or  

• the cei l ing amount .  

Simi lar ly ,  the amount  you have to report  as benef i t  for  ut i l i t ies is  
whichever of  the fo l lowing amounts is  less:  

• the amount  you pay the th i rd par ty ;  or  

• the cei l ing amount .  
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Allowable cei l ing amounts 

There are a l lowable cei l ing amounts for  d i f ferent  types of  
accommodat ion.  Use these cei l ing amounts to  help determine the 
value of  the housing benef i t  that  you provide in p laces in prescr ibed 
zones that  do not  have developed renta l  markets.  

The amounts are considered to inc lude any GST/HST that  appl ies,  so 
you do not  have to calculate th is  amount .  I f  the amount of  the housing 
benef i t  you report  is  based on the fa i r  market  value,  you have to 
calculate and report  any GST/HST that appl ies.  I f  the tota l  of  the fa i r  
market  value,  p lus the GST/HST, is  more than the a l lowable cei l ing 
amount ,  report  the a l lowable cei l ing amount  as the housing benef i t .  

For  a l is t  of  the cei l ing amounts for  rent  and ut i l i t ies,  see 
Publ icat ion RC4054,  CEIL ING AMOUNTS FOR HOUSING BENEFITS PAID  IN  
PRESCRIBED ZONES.  

Note 
I f  more than one employee occupies the same accommodat ion,  
d iv ide the tota l  housing benef i t  by the number of  occupants.  
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Board, lodging, and transportation at a special work site 
I f  an employee received a benef i t  or  an a l lowance for  work ing at  a 
specia l  work s i te that  is  excluded f rom income, th is  amount  may af fect  
h is  or  her  c la im for  a nor thern res idency deduct ion.  

I f  the employee worked at  a specia l  work s i te in  a p lace in a 
prescr ibed zone and kept  h is  or  her  pr inc ipal  p lace of  res idence in a 
p lace outs ide of  a prescr ibed zone,  you wi l l  have to ident i fy  the 
exempt par t  of  the board and lodging benef i t  or  a l lowance on the 
employee's T4 or  T4A s l ip .  

In  the "Other in format ion"  area of  the T4 s l ip ,  enter  under code 31,  
the exempt par t  that  is  re lated to work s i tes wi th in 30 k i lometres f rom 
the nearest  urban area wi th a populat ion of  at  least  40,000 persons.  
Do not  inc lude th is  in  box 14,  "Employment income."  

I f  you are a th i rd-par ty  payer and are complet ing a T4A s l ip  for  the 
employee of  another  employer,  report  the exempt par t  us ing code 124  
"Board and lodging at  specia l  work s i tes,"  in  the "Other in format ion"  
area at  the bot tom of  the T4A s l ip .  
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You have to do th is  even though you d id not  inc lude the excluded 
amount  in  income. This way,  the employee wi l l  have a l l  the 
informat ion required to correct ly  calculate h is  or  her  res idency 
deduct ion.  

Example 
You paid your employee $4,000 for  board and lodging at  a specia l  
work s i te that  is  in  a prescr ibed zone.  You and the employee 
completed Form TD4,  DECLARATION OF EXEMPTION – EMPLOYMENT AT  
A  SPECIAL  WORK SITE.  

Since the benef i t  is  not  inc luded as income, you d id not  enter  the 
amount  of  the benef i t  in  box 14,  "Employment income,"  or  in  the 
"Other in format ion" area under code 30  a t  the bot tom of  the T4 s l ip .  

Of  the $4,000 you paid,  $1,200 re lates to a specia l  work s i te  that  
was located 27 k i lometres f rom a town wi th a populat ion of  
43,000 people ( the 30-k i lometre par t ) .  

You have to enter  $1,200 in the "Other in format ion" area under 
code 31  a t  the bot tom of  the T4 s l ip ,  even though i t  was not  entered 
in the "Other in format ion" area under code 30.  The employee wi l l  
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then enter  $1,200 on h is  or  her  Form T2222,  NORTHERN RESIDENTS 
DEDUCTIONS.  

Note 
An amount  that  is  not  inc luded as income for  a l lowances at  a remote 
work locat ion does not  af fect  the employee's c la im for  a nor thern 
res idency deduct ion.  

Travel assistance benefits 
I f  you provide an employee wi th t ravel  assistance in a prescr ibed 
zone,  the benef i t  is  taxable unless i t  was for  business t ravel .  The 
t ravel  assis tance could be for  such th ings as vacat ion,  bereavement,  
medical ,  or  compassionate reasons.  

I f  employees t ravel  us ing t ransportat ion that  you own or  char ter ,  
determine the value of  the benef i t  by assigning a fa i r  market  value to 
the t ransportat ion.  

When employees t ravel  by some means other  than a i r ,  the cost  of  
t ravel  may inc lude automobi le expenses,  meals,  hote l  and motel  
accommodat ions,  camping fees,  tax i  fares,  and road and ferry to l ls .  
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When you g ive employees t ravel  assistance benef i ts  other  than cash 
or  refundable t ickets (such as t ravel  warrants,  vouchers,  or  
non-refundable t ickets) ,  the employees do not  receive any benef i t  
unt i l  they or  members of  thei r  household take the t r ip .  The benef i t  is  
income for  the employees in the year the t r ip  s tar ts ,  and you should 
report  i t  in  that  year.  

There are many ways of  provid ing t ravel  assistance benef i ts .  You can 
pay your employee a t ravel  a l lowance before the t r ip ,  such as a 
cer ta in amount  per  hour,  or  on some other  per iodic basis.  You can 
a lso make lump-sum payments to your employee before or  af ter  the 
t r ip  is  taken.  You should report  such payments in your employee's 
income in the year he or  she receives them, no matter  when your 
employee or  members of  h is  or  her  household t ravel .  

You have to report  these benef i ts  in  box 14,  "Employment income,"  
and in the "Other in format ion"  area under code 32  a t  the bot tom of  the 
employee's T4 s l ip .  

I f  you are a th i rd par ty  who suppl ies t ravel  benef i ts  to the employee of  
another  employer,  report  these benef i ts  under code 028  "Other 
income,"  in  the "Other in format ion"  area at  the bot tom of  the T4A s l ip .  
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An employee who qual i f ies for  the nor thern res idents t ravel  deduct ion 
wi l l  use th is  amount  to calculate h is  or  her  c la im. An employee can 
c la im two t r ips per  year,  unless the t r ips were for  medical  reasons.  
Therefore,  you have to show the value of  medical  t ravel  benef i ts  
separate ly  on the s l ip ,  as expla ined below.  

I f  the t ravel  assis tance is  a taxable benef i t ,  inc lude any GST/HST that  
appl ies in  the value of  the benef i t .  Do not  inc lude the GST/HST in the 
value of  the t ravel  a l lowances.  

Medical  travel  assistance 

Medical  t ravel  inc ludes any t r ip  your employee or  members of  h is  or  
her  household take to get  medical  serv ices that  are not  avai lable in  
the area where they l ive.  Medical  t ravel  benef i ts  are considered to be 
the cost  of  t ransportat ion f rom the p lace in a prescr ibed zone to the 
p lace where medical  t reatment  is  avai lable.  This inc ludes the 
t ransportat ion cost  of  an at tendant  i f  the pat ient  needs one whi le  
t ravel l ing.  

You have to ident i fy  the por t ion of  the t ravel  assistance that  refers to 
the medical  t ravel  benef i ts  you provide to your employee.  
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For  a T4 s l ip ,  enter  the ent i re t ravel  assis tance benef i t  under code 32 
in  the "Other in format ion" area.  Enter  the medical  par t  under code 33.  

For  a T4A s l ip ,  enter  the ent i re t ravel  assistance benef i t  under 
code 028  "Other  income,"  in  the "Other in format ion" area at  the 
bot tom of  the s l ip .  Enter  the medical  par t  under code 116  "Medical  
t ravel  assistance."  

Notes 
I f  you do not  ident i fy  which par t  of  the benef i t  was for  medical  
t ravel ,  we wi l l  consider  a l l  t ravel  assis tance as vacat ion (or  other)  
t ravel  and the employee wi l l  not  be ent i t led to c la im a deduct ion for  
medical  t ravel .  As wel l ,  we wi l l  l imi t  the deduct ion for  the employee 
and the members of  the household to two t r ips each.  

Amounts you pay or  re imburse your employee for  medical  t ravel  or  
any associated cost  under the terms of  a pr ivate heal th serv ices 
p lan are not  taxable benef i ts .  Payments you make due to an 
obl igat ion you have under a col lect ive agreement may be considered 
a pr ivate heal th serv ices p lan.  These payments must  only cover 
expenses that  qual i fy  for  the medical  tax credi t .  I f  th is  is  the case,  
you should not  report  them on the employee's T4 s l ip .  
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For  more informat ion,  see interpretat ion bul le t ins IT-339,  MEANING 
OF PRIVATE HEALTH SERVICES PLAN,  and IT-519,  MEDICAL EXPENSE 
AND DISABIL ITY  TAX CREDITS AND ATTENDANT CARE EXPENSE 
DEDUCTION or  Guide RC4064,  MEDICAL  AND DISABIL ITY-RELATED 
INFORMATION.  

Payrol l  deductions 

When t ravel  assistance benef i ts  are in  the form of  non-refundable 
t ickets or  t ravel  vouchers,  you do not  have to make payrol l  
deduct ions.  However,  when you g ive t ravel  assistance in the form of  
cash,  we consider  i t  to  be a cash advance,  and you have to make 
payrol l  deduct ions.  

You may waive the requirement to deduct  income tax f rom the fu l l  
t ravel  assistance payment you g ive to your employee who l ives in a 
prescr ibed northern  zone (or  f rom 50% of  the payment received by an 
employee who l ives in a prescr ibed intermediate  zone).  To do th is ,  
the employee has to agree,  in  wr i t ing,  to use the payment ent i re ly  for  
vacat ion or  medical  t ravel  when he or  she receives i t .  
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I f  the employee does not  agree,  you have to deduct  income tax.  These 
cash payments are pensionable and insurable whether  or  not  you 
make tax deduct ions.  This means you have to deduct  
CPP contr ibut ions and EI  premiums whether or  not  we have waived 
the requirement to deduct  tax.  

Form TD1, Personal  Tax Credits Return 

Employees who l ive in  a prescr ibed zone dur ing a cont inuous per iod 
of  at  least  s ix  months ( that  begins or  ends in the tax year)  may be 
ent i t led to c la im a res idency deduct ion when f i l ing thei r  income tax 
and benef i t  returns.  As a resul t ,  these employees can ask for  a 
reduct ion in payrol l  deduct ions by complet ing the back of  Form TD1, 
PERSONAL TAX CREDITS RETURN. 

The res idency deduct ion is  equal  to whichever is  less:  

• 20% of  thei r  net  income for  the year;  or  

• the res idency amount  they can c la im. 
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Note 
Employees cannot  c la im a res idency amount  for  both the pr inc ipal  
p lace of  res idence and the specia l  work s i te for  the same per iod,  
even i f  they are both located in prescr ibed zones.  

For  2011,  an employee l iv ing in a prescr ibed northern zone can c la im 
the tota l  of :  

• a basic res idency amount  of  $8.25 per  day for  each day he or  she 
l ives in  the prescr ibed northern  zone;  and 

• an addi t ional  res idency amount  of  $8.25 per  day for  each day he or  
she l ives in  and keeps a res idence in that  area,  i f  dur ing that  t ime 
no one else is  c la iming a basic res idency amount  for  l iv ing in the 
same residence for  the same per iod.  

For  2011,  employees l iv ing in a prescr ibed  intermediate zone can 
c la im 50% of  the tota l  of  the [above]  amounts on page 176.  

Note 
Employees who receive board and lodging benef i ts  f rom employment 
at  a specia l  work s i te in  a prescr ibed zone have to reduce thei r  
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res idency amount  by the value of  the 30-k i lometre par t  of  the benef i t  
they receive i f  they keep a pr inc ipal  res idence that  is  not  in  a 
prescr ibed zone.  The 30-k i lometre par t  of  the excluded benef i t  wi l l  
be shown in the "Other in format ion"  area under code 31  a t  the 
bot tom of  the employee's T4 s l ip .  For  more informat ion,  see "Board,  
lodging,  and t ransportat ion at  a specia l  work s i te,"  on page 168 [32] .  

To calculate the amount  of  tax you should deduct  i f  an employee is  
c la iming a res idency deduct ion on Form TD1: 

• reduce the res idency amount  by 50% i f  the employee l ives in a 
prescr ibed intermediate  zone ( i f  the condi t ions noted on page 176 
[above]  apply,  reduce the res idency amount  by the 30-k i lometre 
par t  of  the excluded board and lodging benef i ts  f rom employment at  
a specia l  work s i te) ;  

• div ide the employee's net  deduct ion for  the year (amount  on the 
back of  Form TD1, minus the [above]  adjustments on page 177) by 
the number of  pay per iods in the year;  

• subtract  the resul t  f rom his or  her  gross earnings for  each pay 
per iod;  and 

• see the tax tables that  apply.  
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Chapter 5 – Remitting the GST/HST on 
employee benefits 

This chapter  d iscusses the GST/HST t reatment  of  employee benef i ts .  

The Canada Revenue Agency is  responsib le for  administer ing the 
GST/HST. In Quebec,  Revenu Québec administers the GST/HST. 
I f  the physical  locat ion of  your  business is  in  Quebec,  contact  Revenu 
Québec,  at  1-800-567-4692.  A lso see the Revenu Québec 
publ icat ion IN-203,  GENERAL INFORMATION CONCERNING THE QST AND 
THE GST/HST, avai lable at  www.revenuquebec.ca.  

Employee benefits 
Salar ies,  wages,  commissions,  and other  cash remunerat ion ( inc luding 
gratu i t ies)  you make to employees are not  subject  to the GST/HST. 

However,  the cost  of  benef i ts  that  you have re imbursed or  non-cash 
compensat ion you provide to an employee,  commonly referred to as 
f r inge or  employee taxable benef i ts  may be subject  to the GST/HST. 
For the most  par t ,  the GST/HST t reatment  of  these benef i ts  is  based 
on thei r  t reatment  under the INCOME TAX ACT.  
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General ly ,  i f  a  benef i t  is  taxable for  income tax purposes,  we consider  
you to have made a supply of  a good or  serv ice to the employee.  

I f  the good or  serv ice that  g ives r ise to the taxable benef i t  is  subject  
to the GST/HST, we consider  you to have col lected the GST/HST on 
that  benef i t .  However,  there are s i tuat ions where you wi l l  not  be 
considered to have col lected the GST/HST on taxable benef i ts  g iven 
to employees.  We expla in these s i tuat ions on page 179 [below].  

Situations where we do not consider you to have collected 
the GST/HST 
We do not  consider  you to have col lected the GST/HST on taxable 
benef i ts  provided to employees in any  of  the fo l lowing s i tuat ions:  

• The goods or  serv ices that  g ive r ise to a taxable benef i t  are 
GST/HST exempt or  zero-rated.  

• A taxable benef i t  resul ts  f rom an al lowance  inc luded in the income 
of  the employee under paragraph 6(1)(b)  of  the INCOME TAX ACT.  
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• You are restr ic ted f rom c la iming an input  tax credi t  ( ITC) for  the 
GST/HST paid or  payable on the goods and serv ices that  g ive r ise 
to the taxable benef i t  (see " ITC restr ic t ions,"  on page 188 [36]  ) .  

• The goods or  serv ices that  g ive r ise to a taxable benef i t  are 
suppl ied outs ide Canada.  

Example 
You, as a regist rant  employer ,  would l ike to reward an employee for  
outstanding per formance,  and you have agreed to pay for  hote l  
accommodat ion and three meals a day,  for  one week,  in  London,  
England.  An amount  wi l l  be inc luded in the income of  the employee 
as a taxable benef i t .  However,  you wi l l  not  be considered to have 
col lected tax in respect  of  the benef i t  provided to the employee,  
s ince the suppl ies were made outs ide of  Canada.  

Also,  i f  the taxable benef i t  is  for  the standby charge or  operat ing 
expense benef i t  o f  an automobi le or  a i rcraf t ,  you do not  have to 
col lect  the GST/HST on th is  benef i t  in  the fo l lowing s i tuat ions:  



–  181  –  

• You  are an individual  or partnership  and the passenger vehic le or  
the a i rcraf t  that  you have bought  is  used less than 90% in the 
commercia l  act iv i t ies of  the business.  

• You are not an individual ,  a partnership,  or a f inancial  
inst i tut ion,  and the passenger vehic le or  a i rcraf t  that  you bought  
is  used 50% or less in the commerc ia l  act iv i t ies of  the business.  

• You are a f inancial  inst i tut ion  and choose to t reat  the passenger 
vehic le or  a i rcraf t  you lease  or  have bought  as being used only in  
non-commercia l  act iv i t ies of  the business (see Note on page 181 
[below] ) .  

• You  are not a f inancial  inst i tut ion  and you lease  the passenger 
vehic le or  a i rcraf t  which you use 50% or more in non-commercia l  
act iv i t ies of  the business,  and you choose to t reat  i t  as being used 
90% or more in such non-commercia l  act iv i t ies.  

Note 
To make th is  choice,  complete Form GST30,  ELECTION FOR 
PASSENGER VEHICLES OR AIRCRAFT TO BE DEEMED TO BE USED 
EXCLUSIVELY IN  NON-COMMERCIAL  ACTIV IT IES,  or  s tate in  wr i t ing the 
informat ion required on the form. You do not  have to f i le  th is  form or  
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s tatement,  but  you have to keep i t  wi th your  records for  audi t  
purposes.  

For  more informat ion about  th is  e lect ion,  contact  us.  

The date we consider you to have collected the GST/HST 
We consider  you to have col lected the GST/HST on a taxable benef i t  
subject  to the GST/HST at  the end of  February in the year fo l lowing 
the year in  which you provided the benef i t  to  the employee.  This 
corresponds wi th the deadl ine for  calculat ing employee taxable 
benef i ts  for  income tax purposes and for  issuing T4 s l ips.  

Example 
You are a GST/HST regist rant  and have a monthly report ing per iod.  
Al though you calculated the taxable benef i ts ,  inc luding any 
GST/HST and PST, for  each appl icable pay per iod provided to your 
employees dur ing 2011,  you are considered to have col lected the 
GST/HST on the taxable benef i ts  at  the end of  February 2012.  
In your February 2012 GST/HST return,  you have to inc lude the 
GST/HST re lat ing to the taxable benef i ts  provided to your 
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employees in 2011.  You have to f i le  th is  return by the end of  
March 2012.  

How to calculate the amount of the GST/HST we consider 
you to have collected 
The amount  of  the GST/HST we consider  you to have col lected on a 
taxable benef i t  is  based on a percentage of  the value of  the benef i t  
for  GST/HST purposes.  The percentage rate you use depends on 
whether  or  not  i t  is  for  an automobi le operat ing expense benef i t  and  
the province or  terr i tory in  which the employee ordinar i ly  repor ted to 
work.  

Value of  the benefi t  

The value of  the benef i t  for  GST/HST purposes is  the tota l  of  the 
fo l lowing two amounts:  

• the amount  reported on the T4 or  T4A s l ip  for  the benef i t ;  and 

• i f  the taxable benef i t  is  for  a standby charge  or  the operat ing 
expense of  an automobile,  the amount ,  i f  any,  that  the employee 
or  the employee's re lat ive re imbursed you for  that  benef i t .  
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Notes 
When an employee or  an employee's  re lat ive has re imbursed an 
amount  equal  to the ent i re taxable benef i t  for  a standby charge or  
the operat ing expense of  an automobi le and,  as a resul t ,  no benef i t  
is  reported on the T4 s l ip ,  the value of  the benef i t  for  GST/HST 
purposes is  equal  to the amount  of  the re imbursement.  

However,  when an employee or  an employee's re lat ive has 
re imbursed an amount  for  a taxable benef i t  other  than for  a standby 
charge or  the operat ing expense of  an automobi le,  you are 
considered to have col lected an amount  equal  to 5/105 for  GST or  
one of  the fo l lowing for  HST: 

• 12/112 for  Br i t ish Columbia;  

• 15/115 for  Nova Scot ia;  

• 13/113 for  a l l  o ther  par t ic ipat ing provinces.  

In th is  s i tuat ion,  you have to inc lude the GST/HST for  th is  
re imbursement in  your GST/HST return for  the report ing per iod that  
inc ludes the date of  the re imbursement.  
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Automobile operat ing expense benefi ts 

I f  the last  establ ishment where your  employee ord inar i ly  worked or  to 
which he or  she ord inar i ly  reported in the year is  located in a 
part icipating province  (Br i t ish Columbia,  New Brunswick,  
Newfoundland and Labrador,  Nova Scot ia,  or  Ontar io) ,  we consider  
you to have col lected an amount  equal  to a percentage of  the value of  
the benef i t  for  GST/HST purposes,  based on one of  the fo l lowing 
rates:  

• 5% for  Br i t ish Columbia;  

• 11% for  Nova Scot ia;  

• 9% for  New Brunswick,  Newfoundland and Labrador;  

• 9% for  Ontar io,  or  6% i f  the regist rant  is  a large business for  the 
purpose of  the recapture of  input  tax credi ts  for  the provinc ia l  par t  
of  the HST. 

I f  the last  establ ishment where your  employee ord inar i ly  worked or  to 
which he or  she ord inar i ly  reported in the year is  located in a 
non-part icipating province or terr i tory  ( the rest  of  Canada),  we 
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consider  you to have col lected 3% of  the value of  the benef i t  for  
GST/HST purposes.  

Benefi ts other than automobile operat ing expense benefi ts 

I f  the last  establ ishment where your  employee ord inar i ly  worked or  to 
which he or  she ord inar i ly  reported in the year is  located in a 
part icipating province  (Br i t ish Columbia,  New Brunswick,  
Newfoundland and Labrador,  Nova Scot ia,  or  Ontar io) ,  we consider  
you to have col lected,  for  2011,  the GST/HST as a percentage of  the 
value of  the benef i t  as fo l lows:  

• 11/111 for  Br i t ish Columbia;  

• 14/114 for  Nova Scot ia;  

• 12/112 for  Ontar io 

• 4/104 for  benef i ts  re lat ing to a motor  vehic le that  is  subject  to the 
recapture of  the input  tax credi ts  for  the provinc ia l  par t  of  the HST, 
i f  you are a large business;  

• 12/112 for  a l l  o ther  par t ic ipat ing provinces.  
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I f  the last  establ ishment where your  employee ord inar i ly  worked or  to 
which he or  she ord inar i ly  reported in the year is  located in a non- 
part icipating province or terr i tory  ( the rest  of  Canada),  we consider  
you to have col lected 4/104 of  the value of  the benef i t  for  GST/HST 
purposes as calculated above.  

Input tax credits ( ITCs) 
As a regist rant ,  you can c la im an ITC to recover the GST/HST paid or  
payable on the purchases and operat ing expenses re lated to your 
commercia l  act iv i t ies.  

General ly ,  commercia l  act iv i t ies inc lude the making of  suppl ies of  
taxable goods and serv ices.  For  more informat ion about  what  are 
considered to be commercia l  act iv i t ies,  see Guide RC4022,  GENERAL 
INFORMATION FOR GST/HST REGISTRANTS.  

For  employee benef i ts ,  you can usual ly  c la im an ITC for  the GST/HST 
paid or  payable on goods and serv ices you supply to your employees 
or  thei r  re lat ives as a benef i t  re lated to your commercia l  act iv i t ies.  
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However,  in  some s i tuat ions,  you wi l l  not  be able to c la im an ITC for  
the GST/HST paid or  payable for  proper ty or  serv ices that  g ive r ise to 
taxable benef i ts  you provide your employees.  For  in format ion on these 
s i tuat ions,  read the rest  of  th is  sect ion.  

ITC restr ict ions 

Remember,  i f  you cannot  c la im an ITC for  the GST/HST paid or  
payable for  property or  serv ices that  g ive r ise to a taxable benef i t ,  
you are not  considered to have col lected the GST/HST and,  as a 
resul t ,  you do not  have to remi t  the GST/HST on that  benef i t .  

Club memberships 

You may pay or  re imburse fees for  membership to any c lub whose 
main purpose is  to provide d in ing,  recreat ional ,  or  sport ing fac i l i t ies.  
In such cases,  you cannot  c la im an ITC for  the GST/HST paid or  
payable,  regardless of  whether the c lub membership fees or  dues are 
a taxable benef i t  for  the employee for  income tax purposes.  
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Exclusive personal  use 

You cannot  c la im an ITC for  the GST/HST paid or  payable on goods or  
serv ices you acquire,  import ,  or  br ing into a par t ic ipat ing province for  
the exclus ive personal  consumpt ion,  use,  or  enjoyment (90% or more)  
of  an employee or  an employee's re lat ive.  

However,  you can c la im an ITC in the fo l lowing s i tuat ions:  

• The consumpt ion,  use,  or  enjoyment of  the good or  serv ice by the 
employee or  thei r  re lat ive does not  g ive r ise to a taxable benef i t  for  
income tax purposes and no amounts were payable by the 
employee for  th is  benef i t .  The most  common type of  non-taxable 
benef i t  is  the paying of  moving expenses by an employer.  Moving 
expenses that  are considered non-taxable benef i ts  are d iscussed in 
"Moving expenses and re locat ion benef i ts , "  on page 116 [23] .  

• During the same GST/HST report ing per iod,  you make a supply of  a 
good or  serv ice to an employee or  thei r  re lat ive for  considerat ion 
that  becomes due in that  per iod and that  is  at  fa i r  market  value p lus 
the GST/HST. 
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Property supplied by way of  lease,  l icence,  or similar  arrangement 

You cannot  c la im an ITC for  the GST/HST paid or  payable on property 
suppl ied by way of  lease,  l icence,  or  s imi lar  arrangement that  is  more 
than 50% for  the personal  consumpt ion,  use,  or  enjoyment of  one of  
the fo l lowing indiv iduals:  

• i f  you are an individual ,  yoursel f  or  another  indiv idual  re lated to 
you;  

• i f  you are a partnership,  an indiv idual  who is  a par tner  or  another  
indiv idual  who is  an employee,  of f icer ,  or  shareholder  of ,  or  re lated 
to,  a par tner ;  

• i f  you are a corporation,  an indiv idual  who is  a shareholder  or  
another  indiv idual  re lated to the shareholder ;  or  

• i f  you are a trust ,  an indiv idual  who is  a benef ic iary or  another  
indiv idual  re lated to the benef ic iary.  

However,  you can c la im an ITC i f ,  dur ing the same GST/HST report ing 
per iod,  you make a taxable supply of  the property to that  indiv idual  for  
considerat ion that  becomes due in that  per iod and that  is  equal  to i ts  
fa i r  market  value.  
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For  more informat ion on ITCs re lated to employee benef i ts ,  see 
GST Memorandum GST400-3-2,  EMPLOYEE AND SHAREHOLDER 
BENEFITS.  

Property acquired before 1991 or from a non-registrant 
I f  you acquired property before 1991,  you d id not  pay the GST/HST. 
Also,  you do not  general ly  pay the GST/HST when you acquire 
property f rom a non-regist rant .  As a resul t ,  you cannot  c la im an ITC 
under these c i rcumstances.  However,  i f  you make th is  property 
avai lable to your employee and the benef i t  is  taxable for  income tax 
purposes,  you may st i l l  be considered to have col lected the GST/HST 
on th is  benef i t .  

Example 
You bought  a passenger vehic le f rom a non-regist rant  and made i t  
avai lable to your employee throughout  2011.  The passenger vehic le 
is  used more than 90% in the commercia l  act iv i t ies of  your business.  
You report  the value of  the benef i t ,  inc luding the GST/HST and i f  
appl icable,  the PST, on the employee's T4 s l ip .  For  GST/HST 
purposes,  you wi l l  be considered to have col lected the GST/HST on 
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th is  benef i t  even i f  you could not  c la im an ITC on the purchase of  
the passenger vehic le.  

Summary 
The fo l lowing steps wi l l  help you determine whether you have to remit  
the GST/HST on employee benef i ts .  

Step  1  –  Determine whether  the benef i t  is  taxable under the INCOME 
TAX ACT and the EXCISE TAX ACT (see the previous chapters) .  I f  the 
benef i t  is  not  taxable,  we do not  consider  you to have col lected the 
GST/HST on the benef i t .  You wi l l  not  have to remit  the GST/HST for  
the benef i t .  

Step  2  –  For  each taxable benef i t ,  determine whether any of  the 
"Si tuat ions where we do not  cons ider  you to have col lected the 
GST/HST," on page 179 [35]  appl ies.  I f  one of  these s i tuat ions 
appl ies,  we do not  consider  you to have col lected the GST/HST on 
th is  benef i t  and you wi l l  not  have to remit  any GST/HST on i t .  

Step  3  –  I f  we consider  you to have col lected the GST/HST on a 
taxable benef i t ,  you have to calculate the amount  of  the GST/HST due 
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(see "How to calculate the amount  of  the GST/HST we consider  you to 
have col lected,"  on page 183 [35]  ) .  

Step  4  –  Enter  the amount  of  the GST/HST due on your GST/HST 
return and send your remit tance,  i f  appl icable,  wi th your GST/HST 
return for  the report ing per iod that  inc ludes the last  day of  February 
2012.  

Note 
I f  the GST/HST is  for  a re imbursement made by an employee or  an 
employee's re lat ive for  a taxable benef i t  o ther  than a standby 
charge or  the operat ing expense of  an automobi le,  the amount  may 
be due in a d i f ferent  report ing per iod.  For  more informat ion,  see the 
note under "How to calculate the amount  of  the GST/HST we 
consider  you to have col lected,"  on page 183 [35] .  

Employee does not pay the GST/HST on taxable benefi ts 

The employee does not  pay the GST/HST you have to remit  on taxable 
benef i ts .  As expla ined in previous chapters,  an amount  for  the 
GST/HST has a l ready been added to the taxable benef i t  reported on 
the employee's T4 s l ip .  
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Examples 
The fo l lowing examples wi l l  help you apply the ru les for  remit t ing the 
GST/HST on employee benef i ts .  

Example 1 – Remitt ing the GST/HST on automobile benefi ts in a 
non-part icipating province 
As a corporat ion registered for  the GST/HST, you buy a vehic le that  
is  used more than 50% in commercia l  act iv i t ies and is  made 
avai lable to your employee dur ing 2011.  The last  establ ishment 
where the employee ord inar i ly  reported in the year for  the 
corporat ion was located in Manitoba.  

You calculated a taxable benef i t  ( inc luding GST and PST) of  $4,800 
on the standby charge and an operat ing expense benef i t  o f  $600.  
Your employee re imbursed you $1,800 for  the automobi le operat ing 
expenses wi th in 45 days of  the end of  2011.  You d id not  inc lude th is  
amount  as a taxable benef i t .  

You c la imed an input  tax credi t  ( ITC) for  the purchase of  the 
automobi le and a lso on the operat ing expenses.  Since the benef i t  is  
taxable under the INCOME TAX ACT,  and no s i tuat ions descr ibed on 
page 179 [35]  (where you are not  cons idered to have col lected the 
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GST on taxable benef i ts)  apply,  you calculate the GST remit tance as 
fo l lows:  

Standby charge benefi t  
Taxable benef i t  reported on T4 $ 4,800  

GST considered to have been 
col lected on the benef i t  $

 
4,800  × 4/104 = $ 184.62

Operating expense benefi t    
Taxable benef i t  repor ted on T4 $ 600  

Employee's par t ia l  re imbursement 
of  operat ing expenses $

 
1,800 

 

Total  value of  the benefi t  $ 2,400  

GST considered to have been 
col lected on the benef i t  $

 
2,400 

 
 × 3% = $ 72.00

Total  GST to be remitted on the automobile benefi t  $ 256.62

You are considered to have col lected the GST in the amount  of  
$256.62 at  the end of  February 2012.  You have to inc lude th is  
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amount  on your GST/HST return for  the report ing per iod that  
inc ludes the last  day of  February 2012.  

Example 2 – Remitt ing the GST/HST on automobile benefi ts in a 
part icipating province 
Using the same facts as in Example 1,  assume that  the last  
establ ishment to which the employee ordinar i ly  reported in the year 
for  the corporat ion was located in New Brunswick.  In  th is  case,  you 
would calculate the HST  remi t tance as fo l lows:  

Standby charge benefi t  
Taxable benef i t  reported on T4 $ 4,800  

HST considered to have been 
col lected on the benef i t  $

 
4,800 

 
 × 12/112 = $ 514.29

Operating expense benefi t  
Taxable benef i t  repor ted on T4 $ 600  

Employee's par t ia l  re imbursement 
of  operat ing expenses $ 1,800
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Total  value of  the benefi t  $ 2,400  

HST considered to have been 
col lected on the benef i t   $ 2,400

 
 × 9% = $ 216.00

Total  HST to be remitted on the automobile benefi t  $ 730.29

You are considered to have col lected HST in the amount  of  $730.29 
at  the end of  February 2012.  You have to inc lude th is  amount  on 
your GST/HST return for  the report ing per iod that  inc ludes the last  
day of  February 2012.  

Example 3 – Long-service award 
You bought  a watch for  $560 ( inc luding the GST/HST and PST) for  
your employee to mark the employee's 25 years of  serv ice.  I t  was 
the only g i f t  or  award provided to the employee in the year.  You 
reported a taxable benef i t  o f  $60 in box 14 and under code 40  on 
the employee's T4 s l ip .  

You could not  c la im an ITC because you bought  the watch for  the 
employee's exclus ive personal  use and enjoyment.  Since you cannot  
c la im an ITC, you are not  considered to have col lected the GST/HST 
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and,  as a resul t ,  you wi l l  not  have to remit  the GST/HST on the 
benef i t .  

Example 4 – Special  clothing 
You provided your employee wi th safety footwear designed to 
protect  h im or  her  f rom hazards associated wi th h is  or  her  
employment.  Since we do not  consider  the footwear to be a taxable 
benef i t  for  the employee,  you are not  considered to have col lected 
the GST/HST on the footwear and you do not  have to remit  any tax.  
However,  you can c la im an ITC for  any GST/HST that  you paid for  
the footwear.  

Benefits chart 
This chart  ind icates whether  the taxable  a l lowances and benef i ts  
d iscussed in th is  guide are subject  to Canada Pension Plan (CPP) and 
employment insurance (EI)  wi thhold ings,  and shows which codes you 
should use to report  them on the employee's T4 s l ip .  The chart  a lso 
indicates whether  the GST/HST has to be inc luded in the value of  the 
taxable  benef i t  for  income tax purposes.  Cash re imbursements and 
non-cash benef i ts  are subject  to the GST/HST, unless they are for  
exempt or  zero-rated suppl ies.  Cash a l lowances are not  subject  to the 
GST/HST. 
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Automobi le and motor  
vehic le a l lowances – 
in  cash 

yes yes 40 no 

Automobi le standby 
charge and operat ing 
expense benef i ts  – 
non-cash 

yes no 34 yes 

Board and lodging,  i f  
cash earnings a lso paid 
in the pay per iod 

yes yes 30 ( 1 )  

 

1  The rent  par t  of  the lodging benef i t  is  subject  to the GST/HST i f  the 
dwel l ing is  occupied for  less than  one month;  the ut i l i ty  par t  is  
subject  to the GST/HST unless i t  is  suppl ied by the munic ipal i ty .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Board and lodging,  i f  no 
cash earnings paid in 
the pay per iod 

yes no 30 ( 1 )  

Cel lu lar  phone serv ice – 
in  cash 

yes yes 40 yes 

Cel lu lar  phone serv ice – 
non-cash 

yes no 40 yes 

Chi ld care expenses – 
in  cash 

yes yes 40 yes 

 

1 The rent  par t  of  the lodging benef i t  is  subject  to the GST/HST i f  the 
dwel l ing is  occupied for  less than  one month;  the ut i l i ty  par t  is  
subject  to the GST/HST unless i t  is  suppl ied by the munic ipal i ty .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Chi ld care expenses – 
non-cash 

yes no 40 yes 

Counsel ing serv ices – 
in  cash 

yes yes 40 ( 2 )  

Counsel ing serv ices – 
non-cash 

yes no 40 ( 2 )  

D isabi l i ty- re lated 
employment benef i ts  – 
in  cash 

yes yes 40 yes 

 

2 Certa in counsel l ing serv ices are subject  to the GST/HST. I f  the 
serv ices you pay are subject  to the GST/HST, inc lude the GST/HST 
in the value of  the benef i t .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Disabi l i ty- re lated 
employment benef i ts  – 
non-cash 

yes no 40 yes 

Discounts on 
merchandise and 
commissions on sales – 
non-cash 

yes no 40 yes  

Educat ional  a l lowances 
for  chi ldren – in cash 

yes yes 40 no  

Gi f ts  and awards – 
in  cash 

yes yes 40 no 

Gi f ts  and awards – 
non-cash and near-cash 

yes no 40 yes 



–  203  –  

Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Group term l i fe  
insurance pol ic ies – 
employer-paid 
premiums – non-cash 

yes no 40 no 

Housing a l lowance,  
c lergy – in  cash 

( 3 )  yes 30 no 

Housing a l lowance – 
in  cash 

yes  yes 30 ( 4 )no 

 

3 I f  you reduce the income subject  to income tax deduct ions by the 
c lergy res idence deduct ion ( inc luding ut i l i t ies) ,  you may a lso reduce 
the earnings subject  to CPP contr ibut ions by the same amount .  

4 The rent  par t  of  the housing benef i t  is  subject  to the GST/HST i f  the 
dwel l ing is  occupied for  less than  one month;  the ut i l i ty  par t  is  
subject  to the GST/HST unless i t  is  suppl ied by the munic ipal i ty .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Housing benef i t ,  c lergy,  
rent- f ree or  low-rent  – 
non cash 

( 3 )  ( 4 )  30 ( 3 )  

 

3  I f  you reduce the income subject  to income tax deduct ions by the 
c lergy res idence deduct ion ( inc luding ut i l i t ies) ,  you may a lso reduce 
the earnings subject  to CPP contr ibut ions by the same amount .  

4 The rent  par t  of  the housing benef i t  is  subject  to the GST/HST i f  the 
dwel l ing is  occupied for  less than  one month;  the ut i l i ty  par t  is  
subject  to the GST/HST unless i t  is  suppl ied by the munic ipal i ty .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Housing benef i t ,  
rent- f ree or  low-rent  – 
non cash 

yes  ( 5 )  30 ( 3 )  

Housing loss – in  cash yes yes 40 no 

Interest- f ree and 
low- interest  loans ( 6 )  

yes no 36 no 

Internet  serv ice 
(at  home) – in cash 

yes yes 40 yes 

 

3 I f  you reduce the income subject  to income tax deduct ions by the 
c lergy res idence deduct ion ( inc luding ut i l i t ies) ,  you may a lso reduce 
the earnings subject  to CPP contr ibut ions by the same amount .  

5 I f  i t  is  a non cash benef i t ,  i t  is  insurable i f  i t  is  received by the 
employee in addi t ion to cash earnings in a pay per iod.  I f  no cash 
earnings are paid in  the pay per iod,  i t  is  not  insurable.  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

In ternet  serv ice 
(at  home) – non-cash  

yes no 40 yes  

Loans – Home purchase yes no 36 no 

Loans – Home re locat ion yes no ( 6 )  no 

Loans – Forgiven – 
in  cash 

yes yes 40 no 

Meals – Overt ime 
al lowances – in  cash 

yes yes 40 no  

 

6 Enter  the taxable in terest  benef i t  under code 36 and enter  the home 
re locat ion loan deduct ion under code 37.  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Meals – Overt ime – 
in  cash 

yes yes 40 yes  

Meals – Overt ime – 
non-cash 

yes no 40 yes  

Meals – Subsid ized – 
non-cash  

yes no 40 yes 

Medical  expenses – 
in  cash 

yes yes 40 ( 7 )  

Medical  expenses – 
non-cash 

yes no 40 ( 7 )  

 

7  Some medical  expenses are subject  to the GST/HST. For more 
informat ion,  see page 115 [21] .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Moving expenses and 
re locat ion benef i ts  – 
in  cash 

yes yes 40 yes 

Moving expenses and 
re locat ion benef i ts  – 
non-cash  

yes no 40 yes  

Moving expenses – 
non-accountable 
a l lowance over  $650 – 
in  cash 

yes yes 40 no 

Munic ipal  of f icer 's  
expense a l lowance 

yes no 70 ( 8 )  no 

 
8 Enter  the amount  over  of  one th i rd of  the of f icer ’s  salary and 

a l lowances under code 40.  Enter  the exempt amount  under code 70.



–  209  –  

Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Park ing – in  cash yes yes 40 yes 

Park ing – non-cash yes no 40 yes  

Power saws and t ree 
t r immers;  renta l  paid by 
employer for  employee-
owned tools – in  cash 

yes yes 40 yes 

Premiums under 
provinc ia l  
hospi ta l izat ion,  medical  
care insurance,  and 
cer ta in federal  
government p lans – 
in  cash 

yes yes  40 no  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Premiums under 
provinc ia l  
hospi ta l izat ion,  medical  
care insurance,  and 
cer ta in federal  
government p lans – 
non-cash 

yes no 40 no 

Professional  
membership dues – 
in  cash 

yes yes 40 ( 9 )  

 

9  Certa in fees and cer ta in contr ibut ions are subject  to the GST/HST. 
I f  the fees or  the contr ibut ions you pay are subject  to the GST/HST, 
inc lude i t  in  the va lue of  the benef i t .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Professional  
membership dues – 
non-cash 

yes no 40 ( 9 )  

Recreat ional  fac i l i t ies 
( in  house) – non-cash 

yes no 40 yes  

Recreat ional  fac i l i t ies or  
c lub membership dues – 
in  cash 

yes yes 40 yes 

 

9 Certa in fees and cer ta in contr ibut ions are subject  to the GST/HST. 
I f  the fees or  the contr ibut ions you pay are subject  to the GST/HST, 
inc lude i t  in  the va lue of  the benef i t .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Registered ret i rement 
savings p lan (RRSP) 
contr ibut ions – in  cash 

yes yes 40 no 

Registered ret i rement 
savings p lan (RRSP) 
administ rat ion fees – 
non-cash 

yes no 40 ( 9 )  

Scholarships and 
bursar ies – in  cash 

yes yes 40 no 

 

9 Certa in fees and cer ta in contr ibut ions are subject  to the GST/HST. 
I f  the fees or  the contr ibut ions you pay are subject  to the GST/HST, 
inc lude i t  in  the va lue of  the benef i t .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Secur i ty  opt ions 
( inc luding cash outs)  

yes no 38 ( 10 )  no 

Socia l  events – in  cash yes yes 40 no 

Socia l  events – 
non-cash 

yes no 40 yes 

Spouse or  common- law 
partner 's  t ravel l ing 
expenses – in  cash 

yes yes 40 no 

 

10 Enter  the taxable secur i ty  opt ion benef i t  under code 38. I f  e l ig ib le,  
enter  the amount  of  the secur i ty  opt ions deduct ion under code 86  
and e i ther  code 39  or  41,  as appl icable.  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Spouse or  common- law 
partner 's  t ravel l ing 
expenses – non-cash 

yes no 40 yes  

Tax-Free Savings 
Account  – 
contr ibut ions – in  cash 

yes yes 40 no 

Tax-Free Savings 
Account  – administ rat ion 
fees – non-cash 

yes no 40 ( 9 )  

Tool  a l lowance – in  cash yes yes 40 no  

 

9 Certa in fees and cer ta in contr ibut ions are subject  to the GST/HST. 
I f  the fees or  the contr ibut ions you pay are subject  to the GST/HST, 
inc lude i t  in  the va lue of  the benef i t .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Tool  re imbursement – 
in  cash 

yes yes 40 yes 

Transi t  passes – in  cash yes yes 40 yes 

Transi t  passes – 
non-cash 

yes no 40 yes 

Transportat ion to and 
f rom the job – in  cash 

yes yes 40 yes  

Transportat ion to and 
f rom the job – non-cash 

yes no 40 yes  

Travel  assis tance in a 
prescr ibed zone – 
in-cash 

yes no 32 yes 
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Travel  assis tance in a 
prescr ibed zone – 
non-cash 

yes no 32 yes ( 11 )  

Travel l ing a l lowances 
other  employees,  
unreasonable 

yes yes 40 no 

Tui t ion fees – in  cash yes yes 40 ( 9 )  

Tui t ion fees – non-cash yes no 40 ( 9 )  

 

9  Certa in fees and cer ta in contr ibut ions are subject  to the GST/HST. 
I f  the fees or  the contr ibut ions you pay are subject  to the 
GST/HST, inc lude i t  in  the value of  the benef i t .  

11 Enter  the amount  of  medical  t ravel  assistance under code 33.  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Uniforms and specia l  
c loth ing – in  cash 

yes yes 40 yes 

Uni forms and specia l  
c loth ing – non-cash 

yes no 40 yes 

Ut i l i t ies a l lowance,  
c lergy – in  cash 

( 3 )  yes 40 no 

Ut i l i t ies a l lowance – in 
cash 

yes yes 40 no 

Ut i l i t ies benef i t ,  c lergy – 
non cash 

( 3 )  no 40 ( 3 )  

 

3  I f  you reduce the income subject  to income tax deduct ions by the 
c lergy res idence deduct ion ( inc luding ut i l i t ies) ,  you may a lso reduce 
the earnings subject  to CPP contr ibut ions by the same amount .  
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Taxable al lowance or 
benefi t  

Deduct 
CPP 

Deduct 
EI  

Code 
for T4 

sl ip 
Include 

GST/HST 

Uti l i t ies benef i t ,  
rent- f ree or  low-rent  – 
non cash 

yes no 40 ( 3 )  

Wage- loss replacement 
or  income maintenance 
non-group p lan 
premiums – non-cash 

yes no 40 no 

 

3 I f  you reduce the income subject  to income tax deduct ions by the 
c lergy res idence deduct ion ( inc luding ut i l i t ies) ,  you may a lso reduce 
the earnings subject  to CPP contr ibut ions by the same amount .  
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For more information 
What if  you need help?  
I f  you need help af ter  reading th is  publ icat ion,  v is i t  www.cra.gc.ca  or  
ca l l  1-800-959-5525.  

Forms and publications  
To get  our  forms or  publ icat ions,  go to www.cra.gc.ca/forms  or  ca l l  
1-800-959-2221.  

Teletypewriter (TTY) users 
TTY users can cal l  1-800-665-0354  for  b i l ingual  assistance dur ing 
regular  business hours.  

Electronic mail ing l ist 
We can not i fy  you immediate ly  about  new informat ion on payrol l  
deduct ions and remit tances.  To subscr ibe,  f ree of  charge,  go to 
www.cra.gc.ca/ l ists.  
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Related publications 
• T4001,  Employers '  Guide – Payrol l  Deduct ions and Remit tances.  

• RC4120,  Employers '  Guide – Fi l ing the T4 Sl ip and Summary 

• RC4157,  Deduct ing Income Tax on Pension and Other Income, and 
Fi l ing the T4A Sl ip and Summary.  

• RC4110,  Employee or  Sel f -Employed? 

• RC4409,  Keeping Records 

Employer Visits Program 
We of fer  an on-s i te consul tat ive serv ice to provide any help you may 
need wi th payrol l  deduct ions.  As par t  of  our  Employer Vis i ts  Program, 
we can v is i t  you to help wi th problems you have.  For  more informat ion 
about  th is  serv ice,  cal l  1-800-959-5525.  

My Business Account 
My Business Account  is  a secure and convenient  way to access and 
manage your business accounts onl ine.  
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You can:  

• view your account  balance and t ransact ions 

• f i le  your return and v iew i ts  s tatus 

• view address 

• view remit t ing requirements 

• provide a n i l  remit tance 

• request  to c lose your payrol l  account  

Quick.  Easy.  Secure.  For  more informat ion,  go to 
www.cra.gc.ca/mybusinessaccount.  

Electronic payments 
Make your payment onl ine using the CRA's My Payment serv ice at  
www.cra.gc.ca/mypayment  or  us ing your f inancia l  inst i tu t ion 's  
te lephone/ Internet  banking serv ices.  For  more informat ion,  go to 
www.cra.gc.ca/electronicpayments or contact  your f inancia l  
inst i tu t ion.  
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Addresses 
Electronic Media Processing Unit  

Ottawa Technology Centre 
Canada Revenue Agency 
875 Heron Road|  
Ot tawa ON  K1A 1A2 

Ottawa Technology Centre 

Canada Revenue Agency 
875 Heron Road 
Ottawa ON  K1A 1G9 

Tax services off ices 

To f ind out  where to send your requests,  go to www.cra.gc.ca/tso  or  
ca l l  1-800-959-5525.  
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Tax centres 

Jonquière Tax Centre 
2251 René-Lévesque Boulevard 
Jonquière QC  G7S 5J1 

Summerside Tax Centre 
275 Pope Road 
Summerside PE  C1N 6A2 

Shawinigan-Sud Tax Centre 
Post  Of f ice Box 3000,   
Stat ion Bureau-chef  
Shawinigan QC  G9N 7S6 

Surrey Tax Centre 
9755 King George Boulevard 
Surrey BC  V3T 5E1 

St .  John's Tax Centre 
290 Empire Avenue 
St .  John's NL  A1B 3Z1 

Winnipeg Tax Centre 
66 Stapon Road 
Winnipeg MB  R3C 3M2 

Sudbury Tax Centre 
1050 Notre-Dame Avenue 
Sudbury ON  P3A 5C1 

 

Our service complaint process 
I f  you are not  sat is f ied wi th the service  that  you have received,  
contact  the CRA of f ice you have been deal ing wi th.  I f  the matter  is  not  
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resolved,  you can choose to f i le  a serv ice complaint .  I f  you are not  
p leased wi th the way the CRA handles your complaint ,  you can 
contact  the Off ice of  the Taxpayers '  Ombudsman. For  more 
informat ion,  go to www.cra.gc.ca/complaints  or  see Booklet  RC4420,  
INFORMATION ON CRA – SERVICE COMPLAINTS.  

Your opinion counts 
I f  you have any comments or  suggest ions that  could help us improve 
our  publ icat ions,  we would l ike to hear f rom you.  Please send your 
comments to:   

 

Taxpayer Serv ices Directorate 
Canada Revenue Agency 
750 Heron Road 
Ottawa ON  K1A 0L5 

 


