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In This Issue 

Administ rat ive Pol icy Changes for  Taxable Employment Benef i ts  

The INCOME TAX TECHNICAL NEWS is  produced by the Legis lat ive Pol icy 
and Regulatory Af fa i rs  Branch.  I t  is provided for  in format ion purposes 
only and does not  replace the law.  I f  you have any comments or  
suggest ions about  the matters d iscussed in th is  publ icat ion,  p lease 
send them to:  

Income Tax Rul ings Directorate 
Legis lat ive Pol icy and Regulatory Af fa i rs  Branch 
Canada Revenue Agency 
Ottawa ON  K1A 0L5 

The INCOME TAX TECHNICAL NEWS can be found on the Canada 
Revenue Agency Internet  s i te at  HTwww.cra.gc.ca TH.  
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TAdministrative Policy Changes for Taxable 
Employment Benefits 

In  2007,  the Canada Revenue Agency ( the "CRA")  in i t ia ted a rev iew 
of  taxable benef i ts  to employees and the re lated admin ist rat ive costs 
to employers.  Dur ing th is  rev iew, the CRA has worked wi th  other  
government and external  s takeholders.  Based on the f indings,  the 
CRA is  announcing the fo l lowing changes to i ts  administ rat ive pol ic ies 
for  taxable employment benef i ts  in  order  to reduce a number of  
administ rat ive d i f f icu l t ies and increase fa i rness:  

•  Overt ime Meals and Al lowances Provided to Employees 

•  Munic ipal i ty  or  Metropol i tan Area 

•  Loyal ty Programs 

•  Employer Provided Motor  Vehic les Required to be Taken Home 
at  Night  

•  Non-cash Gi f ts  and Non-cash Awards 

•  Surface Transi t  Passes Provided to Fami ly Members of  Transi t  
Employees 
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Overtime Meals and Allowances Provided to Employees 
The CRA's current  administ rat ive pol icy a l lows for  a non-taxable 
status of  cer ta in overt ime meals or  reasonable a l lowances for  
over t ime meals.  This is  the case i f  the employee worked three or  more 
hours of  over t ime r ight  af ter  h is  or  her  scheduled hours of  work;  and 
the overt ime was inf requent  and occasional  in  nature ( less than three 
t imes a week) .  

Concerns have been ra ised to indicate the economic benef i t  received 
by the employee are of ten minor,  the meaning of  a " reasonable 
a l lowance" is  not  a lways c lear ,  employer pol ic ies of ten a l low for  meal  
a l lowances af ter  two hours of  overt ime and the st r ic t  appl icat ion of  
the l imi tat ion of  " less than three t imes in a week" somet imes leads to 
cer ta in inequi table resul ts .  

In  order  to address these issues,  ef fect ive for  the 2009 year,  the CRA 
wi l l  consider  no taxable benef i t  to  ar ise i f :  

•  the value of  the meal  or  meal  a l lowance is  reasonable;  a value of  
up to $17 wi l l  general ly be considered reasonable,  
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•  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,  and 

•  the overt ime is  in f requent  and occasional  in  nature.  Less than three 
t imes a week wi l l  general ly be cons idered inf requent  or  occasional .  
This condi t ion may also be met where the meal  or  a l lowance is  
provided three or  more t imes per week on an occasional  basis to 
meet  work load demands such as major  repairs or  per iodic f inancia l  
report ing.  

I f  over t ime occurs on a f requent  basis or  becomes the norm, the CRA 
considers the overt ime meal  a l lowances to be a taxable benef i t  s ince 
they star t  tak ing on the character is t ics of  addi t ional  remunerat ion.  

Municipality or Metropolitan Area 
In  some c i rcumstances,  employer-provided t ravel  ( inc luding meal)  
a l lowances paid in respect  of  t ravel  within  the "munic ipal i ty"  or ,  i f  
there is  one,  the "metropol i tan area" can be excluded f rom income. 
Ef fect ive for  2009,  the CRA wi l l  accept  that  these al lowances paid for  
t ravel  wi th in  the munic ipal i ty or  metropol i tan area may be excluded 
f rom income i f  the a l lowance is  paid pr imar i ly for  the benef i t  o f  the 
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employer.  That  is ,  an a l lowance may be excluded f rom income when 
i ts  pr inc ipal  object ive is  to ensure that  the employee's dut ies are 
undertaken in a more ef f ic ient  manner dur ing the course of  a work 
shi f t ,  and where a l lowances paid are not  indicat ive of  an a l ternate 
form of  remunerat ion.  

Loyalty Programs 
Many employees col lect  loyal ty poin ts (e.g. ,  f requent  f lyer  points)  
on thei r  personal  credi t  cards of fered by th i rd par t ies when t ravel l ing 
on employer  re imbursed business t r ips or  incurr ing other  business 
re lated expenses.  These points can be exchanged or  redeemed for  
goods and serv ices,  inc luding g i f t  cer t i f icates.  

The CRA has been of  the v iew that  where an employer does not  
contro l  the points accumulated under  such programs, i t  wi l l  be the 
responsib i l i t y of  the employee to determine and inc lude in income 
the fa i r  market  value of  any benef i ts  received or  enjoyed.  However,  
employees of ten face s igni f icant  d i f f icu l t ies wi th respect  to the 
valuat ion of  these benef i ts  as wel l  as  t racking and ident i fying the 
benef i ts  at t r ibutable to points accumulated by way of  employment 
versus personal  use of  the credi t  cards.  Ef fect ive for  2009,  the 
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CRA wi l l  no longer requi re these employment benef i ts  to be inc luded 
in an employee's income, so long as:  

•  the points are not  converted to cash,  

•  the p lan or  arrangement is  not  indicat ive of  an al ternate form of  
remunerat ion,  or  

•  the p lan or  arrangement is  not  for  tax avoidance purposes.  

I t  should be noted that  where an employer contro ls  the points (e.g. ,  a 
company credi t  card) ,  the employer  wi l l  cont inue to be required to 
report  the fa i r  market  value of  any benef i ts  received by the employee 
on the employee's  T4 s l ip  when the points are redeemed. 

Example – Personal Credit  Card 

Paul ine 's  employer has a l lowed her  to use her personal  credi t  cards 
whenever possib le to pay for  business expenses,  which the employer 
subsequent ly re imburses to Paul ine.  To maximize the points earned,  
Paul ine used her personal  credi t  cards to pay for  var ious employer 
business costs,  inc luding t ravel  expenses of  other  employees.  
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The CRA would not  consider  such an arrangement to qual i fy  as a non-
taxable amount under the administ rat ive pol icy.  The arrangement is  
indicat ive of  having been made in order  to provide a benef i t  to  the 
employee as an a l ternate form of  remunerat ion.  In th is  case,  Paul ine 
must  determine and inc lude in income on her personal  income tax 
return,  the value of  benef i ts  received or  enjoyed.  

Example – Company credit  card points as benefit  to the employee 

Jenni fer 's  employer has a company credi t  card,  under which loyal ty 
points are earned.  The employer is  b i l led and pays the credi t  card 
charges.  The employer a l lows Jenni fer  to redeem the points for  her  
personal  use.  In such c ircumstances,  the fa i r  market  value of  the 
goods or  serv ices received by Jenni fer  wi l l  represent  a taxable 
employment benef i t .  In  th is  case,  the employer must  inc lude and 
report  the value of  the benef i t  on the employee's  T4 s l ip .  

Employer Provided Motor Vehicles Required to be Taken 
Home at Night 
Somet imes,  an employer  provides a motor  vehic le to an employee and 
requires the employee to take the vehic le home for  business reasons 
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whi le a lso prohib i t ing any other personal  use of  the vehic le.  This 
t ravel  between home and work is  general ly considered personal  use of  
the employer-provided vehic le,  which resul ts  in  an employment benef i t  
to  the employee.  

Where the motor  vehic le does not  fa l l  wi th in the def in i t ion of  
"automobi le"  under subsect ion 248(1)  of  the INCOME TAX ACT ( the 
"Act") ,  the employment benef i t  for  the personal  use of  the vehic le is  
inc luded in the employee's  income under paragraph 6(1)(a)  of  the Act .  
That  amount  is  determined by the reasonable economic benef i t  
der ived by the employee f rom the personal  use.  The CRA general ly 
accepts the rates prescr ibed in sect ion 7306 of  the INCOME TAX 
REGULATIONS ( the "Regulat ions")  for  th is  purpose.  In most  areas of  
Canada,  that  rate is  current ly 52 cents per  k i lometre for  the f i rs t  
5,000 k i lometres dr iven and 46 cents for  each addi t ional  k i lometre.  

However,  in  the c i rcumstances descr ibed above,  the employee might  
s t i l l  have to incur  the costs of  acquir ing a vehic le for  personal  
purposes.  In th is  case,  the economic benef i t  received by the employee 
for  the use of  the employer 's  vehic le is  equal  only to the var iable 
costs of  the commute.  I t  would be more reasonable to tax this  benef i t  
based on the operat ing benef i t  rate as prescr ibed in sect ion 7305.1 of  
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the Regulat ions which are announced annual ly.  The rate for  most  
employees in the 2008 and 2009 years is  24 cents per  k i lometre.  The 
CRA has accepted th is  rate to represent  a reasonable benef i t  where 
a l l  o f  the fo l lowing condi t ions are met:  

1)  The motor  vehic le is  not  def ined as an automobi le under subsect ion 
248(1)  of  the Act .  

Where the motor  vehic le fa l ls  wi th in the def in i t ion of  an 
"automobi le" ,  the Act  prescr ibes the calculat ion of  the standby 
charge and operat ing benef i t .  Fur ther  in format ion is  provided in the 
CRA's publ icat ions T4130,  Employers '  Guide – Taxable Benef i ts  
and Al lowances which may be found on the CRA websi te at :  
Hhttp: / /www.cra-arc.gc.ca/E/pub/tg/t4130/README.html H.  

2)  The terms under which the motor  vehic le is  provided to the 
employee prohib i t  any personal  use of  the motor  vehic le other  than 
commut ing between home and work and the vehic le has in fact  not  
been used for  any other  personal  use.  

The CRA would expect  these terms be st ipulated in wr i t ing to the 
employee in  order to qual i fy for  th is  condi t ion.  I f  there has been 
other  personal  use of  the vehic le,  the employee wi l l  not  qual i fy for  
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the rate prescr ibed under sect ion 7305.1 of  the Regulat ions.  The 
onus wi l l  be on the employee to demonstrate there has been no 
other  personal  use of  the vehic le.  

3)  The employer has bona f ide business reasons for  requir ing the 
employee to take the motor  vehic le home at  n ight ,  such as;  

(a)  there are reasonable secur i ty concerns wi th respect  to the 
employer 's  tools and equipment being lef t  at  the worksi te 
or  overnight  at  the employer 's  premises,  or  

(b)  the employee is  on-cal l  to  respond to emergencies and 
the motor  vehic le is  provided to improve response to 
emergencies.  The CRA wi l l  general ly consider  emergencies 
to be of  the nature d i rected towards the heal th and safety 
of  the general  populat ion,  or  s igni f icant  d isrupt ion to the 
employer 's  operat ions.  

4)  The motor  vehic le is  speci f ica l ly designed,  or  sui ted for ,  the 
employer 's  business or  t rade and is  essent ia l  in  a fundamental  
way for  the performance of  the employment dut ies.  The mere 
t ransportat ion of  the employee does not  meet  the condi t ion of  
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"per formance of  employment dut ies" .  Examples of  where these 
condi t ions may be met inc lude:  

(a)  the motor  vehic le is  especia l ly designed (or  s igni f icant ly 
modi f ied)  to carry tools,  equipment or  merchandise for  the 
business or  t rade and is  essent ia l  in  a fundamental  way for  
the performance of  the employment dut ies,  

(b)  the motor  vehic le is  sui ted for  and consistent ly used to carry 
and store heavy,  bulky or  numerous tools and equipment and 
is  essent ia l  in  a fundamental  way for  the per formance of  the 
employment dut ies,  e.g. ,  p ick-up t rucks and vans.  These i tems 
would be of  a nature that  could not  easi ly be loaded and 
unloaded f rom the vehic le, ( 1 )  

(c)  the motor  vehic le is  used on a regular  basis to carry mater ia l  
that  is  noxious and malodorous,  such as veter inary samples 
or  f ish and game, or  

U                                U 

(1)  For  the purposes of  th is  condi t ion,  tools and equipment do not  
inc lude of f ice suppl ies,  work documents,  laptops,  personal  t ravel  
i tems,  etc .  
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(d)  the employee is  on-cal l  for  emergencies as descr ibed in 3)(b)  
above,  the motor  vehic le is  a c lear ly marked emergency-
response vehic le,  or  specia l ly equipped so as to provide for  
rapid response,  or  for  the purposes of  carrying specia l ized 
equipment to the scene of  the emergency.  

I t  should be noted that  when calculat ing the benef i t ,  the use of  these 
vehic les is  not  considered personal  i f  the employee proceeds d i rect ly 
f rom home to a point  of  cal l  (e.g. ,  scene of  emergency)  or  returns 
home f rom that  point  of  cal l .  

Example 1:  Del ivery van 

Lesl ie is  the manager of  a restaurant .  The business uses a van that  
has been specia l ly modi f ied in such a way so that  i t  can be used more 
ef f ic ient ly to  t ransport  and del iver  food orders.  The employer  requests 
Lesl ie  to take the van home at  n ight  in case of  a need to respond to 
an emergency at  the restaurant ,  such as an af ter  hour a larm or  to f i l l  
in  on busy n ights.  This par t icu lar  van is  a motor  vehic le that  does not  
fa l l  wi th in the def in i t ion of  an automobi le and Lesl ie is  prohib i ted f rom 
using the van for  any other  personal  use.  
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These c i rcumstances do not  meet  a l l  o f  the condi t ions of  the 
administ rat ive pol icy.  Al though the vehic le has been modi f ied for  
business needs,  i t  is  not  required to be brought  home for  suf f ic ient ly 
BONA F IDE business reasons.  There are not  suf f ic ient  secur i ty 
concerns for  the contents of  the vehic le.  Addi t ional ly,  the vehic le 
is  a lso not  the type that  is  sui ted for ,  or  is  being used for ,  responding 
to emergencies.  

Example 2:  Emergency vehicle 

Mary works for  a gas ut i l i t y company and is  required to be on-cal l  
two weekends out  of  every month in order  to respond to emergencies 
d i rect ly f rom her home. The SUV, which the employer provides the 
employee for  these weekends,  d isplays the company's name, has a 
l ight  on the roof  and has been modi f ied in order to carry specia l ized 
equipment to the scene of  the emergencies.  This par t icu lar  SUV that  
Mary uses is  a motor  vehic le that  d id not  fa l l  wi th in the def in i t ion 
of  an automobi le.  The company has a wr i t ten po l icy prohib i t ing any 
other  personal  use of  these vehic les ,  other  than dr iv ing between the 
worksi te and home and Mary has in fact  not  used the vehic le for  any 
other  personal  dr iv ing.  
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Mary's  employer may ca lculate the personal  use of  the vehic le based 
on the rate provided for  under sect ion 7305.1 of  the Regulat ions.  

Non-Cash Gifts and Non-Cash Awards 
The CRA's current  g i f ts  and awards pol icy was int roduced in  2001 wi th 
an intent ion to remove the burden of  determining the fa i r  market  value 
of  smal l  g i f ts  and awards and recognize common business pract ices.  
I t  a l lowed for  the non-taxat ion of  up to two non-cash g i f ts  cost ing the 
employer in  tota l  $500 or  less,  as wel l  as the non-taxat ion of  up to 
two non-cash awards cost ing the employer in  tota l  $500 or  less.  In 
addi t ion,  the condi t ion that  the employer could not  deduct  the costs as 
business expenses was also removed.  At  that  t ime,  the CRA stated:  

"This new posi t ion wi l l  be c losely moni tored and wi l l  be adjusted i f  
abuse or  undue revenue loss is  ident i f ied."  

The CRA has received submissions that  the current  pol icy has not  
s igni f icant ly reduced administ rat ive burden in cases where numerous 
immater ia l  i tems may be g iven to an employee in  a year.  Concerns 
a lso inc lude employers int roducing g i f t  and award pol ic ies pr inc ipal ly  
for  the purpose of  provid ing tax- f ree remunerat ion to employees.  
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Addi t ional ly,  numerous tax p lanning quest ions are received as to 
how to maximize the tax- f ree status by categor iz ing i tems in order 
to qual i fy for  e i ther  the g i f t  pol icy or  award pol icy.  Ef fect ive for  2010,  
to address these issues,  the fo l lowing changes and c lar i f icat ions are 
being made to the CRA's g i f t  and award pol icy:  

•  Non-cash gi f ts  and non-cash awards to an arm's length employee,  
regardless of  number,  wi l l  not  be taxable to the extent  that  the tota l  
aggregate value of  a l l  non-cash gi f ts  and awards to that  employee 
is  less than $500 annual ly.  The tota l  value in excess of  $500 
annual ly wi l l  be taxable.  

•  In addi t ion to the above,  a separate non-cash long 
serv ice/anniversary award may also qual i fy for  non-taxable status 
to the extent  i ts  tota l  value is  $500 or  less.  The value in excess of  
$500 wi l l  be taxable.  In order to qual i fy,  the anniversary award 
cannot  be for  less than f ive years of  serv ice or  for  f ive years s ince 
the last  long serv ice award had been provided to the employee.  For 
the purposes of  apply ing the $500 thresholds,  the annual  g i f ts  and 
awards threshold and the long serv ice/anniversary awards threshold 
are separate.  In other  words,  a short fa l l  in  value under one pol icy 
cannot  be used to of fset  an excess value of  the other .  
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•  The employer g i f t  and award pol icy wi l l  not  apply to non-arm's 
length employees (e.g. ,  re lat ive of  propr ietor ,  shareholders of  
c losely he ld corporat ions)  or  re lated persons of  the non-arm's 
length employee.  

•  For  c lar i f icat ion purposes,  i tems of  an immater ia l  or  nominal  value,  
such as cof fee,  tea,  T-shi r ts  wi th employer logos,  mugs,  p laques,  
t rophies,  etc. ,  wi l l  not  be considered a taxable benef i t  to  
employees.  There is  no def ined monetary threshold that  determines 
an immater ia l  amount .  Factors that  may be taken into account  
inc lude the value,  f requency,  and administ rat ive pract icabi l i t y of  
account ing for  nominal  benef i ts .  

The CRA's administ rat ive pol ic ies as to the qual i fy ing nature of  g i f ts  
and awards wi l l  remain unchanged.  For example,  per formance-re lated 
rewards (e.g. ,  sa les targets)  or  cash and near cash awards (e.g. ,  g i f t  
cer t i f icates)  wi l l  cont inue to fa l l  outs ide the administ rat ive pol icy and 
wi l l  be requi red to be inc luded in the taxable income of  the employee.  
Further  detai ls  as to the qual i fy ing nature of  g i f ts  and awards may be 
found on the CRA's websi te at :  HThttp: / /www.cra-arc.gc.ca/tx/bsnss/  
tpcs/pyrl l /bnfts/gfts/menu-eng.html TH.  
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Example 
In  2010,  Jef f rey's  employer has g iven h im the fo l lowing g i f ts  and 
awards:  

Gifts & Awards Value  

T-shir t  wi th employer logo $15 (cost)  

Bi r thday g i f t  (monetary g i f t  cer t i f icate)  $75 

Reward for  meet ing sales per formance target  
(weekend hol iday) .  $400 

10-year anniversary award (ar t  pr int ) .  The last  
anniversary award received was for  h is  5th year 
anniversary wi th the employer.  $275 

Wedding g i f t  (crysta l  vase) $300 

Innovat ion and excel lence award ( t ickets to a 
sport ing event)  $250 

Hol iday season gi f t  (watch)  $150 
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Tax consequences: 
The T-shi r t  has no tax consequences as i t  is  of  an immater ia l /nominal  
value.  

The gi f t  cer t i f icate is  not  e l ig ib le for  the g i f t  and award pol icy s ince i t  
is  a near-cash g i f t .  

The weekend hol iday g iven to the employee for  meet ing the sales 
per formance target  is  not  e l ig ib le for  the g i f t  and award pol icy s ince i t  
is  considered a form of  remunerat ion.  

The 10-year  anniversary award is  e l ig ib le under the long 
serv ice/anniversary award pol icy.  No taxable benef i t  wi l l  ar ise for  
th is  award as Jef f rey has not  received an anniversary award for  the 
past  f ive years of  serv ice and the tota l  va lue of  the g i f t  was not  in  
excess of  $500.  

The tota l  value of  the remaining g i f ts  and awards (wedding,  innovat ion 
and excel lence and hol iday season) amount to $700.  The employee 
wi l l  be considered to have received a taxable benef i t  in  the amount  of  
$200 ($700 – $500).  
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Note:  
Although the 10-year serv ice/anniversary award was $225 less than 
the a l lowable $500 threshold,  th is  short fa l l  cannot  be appl ied to 
of fset  the taxable benef i t  ar is ing as a resul t  of  the excess value of  
the annual  g i f ts  and awards over $500.  

Surface Transit Passes Provided to Family Members of 
Transit Employees 
Employers somet imes provide f ree or  d iscounted t ransi t  passes to 
fami ly members of  employees that  are employed in the business of  
operat ing bus,  s t reetcar ,  subway,  commuter  t ra in,  and ferry serv ices.  
The CRA had administ rat ive ly a l lowed for  the non-taxable status of  
these passes when prov ided to the t ransi t  employees and thei r  
fami l ies.  

Ef fect ive for  2010,  the non-taxat ion of  f ree or  d iscounted sur face 
t ransi t  passes only appl ies for  passes provided to the t ransi t  
employee and for  the exclusive use of  the employee.  Free or  
d iscounted passes provided for  an employee's fami ly member wi l l  
represent  a taxable benef i t  to  the employee.  Fur thermore,  passes 
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provided to employees who work in  funct ions separate f rom the 
t ransportat ion operat ions wi l l  cont inue to represent  a taxable 
employment benef i t  under th is  pol icy (e.g. ,  munic ipal  employees not  
d i rect ly employed by a t ransi t  commission) .  

CRA's ongoing commitment 
The CRA wi l l  cont inue i ts  on-going rev iew of  employment benef i t  
pol ic ies and procedures and wi l l  cont inue to work wi th the Canadian 
Payrol l  Associat ion (CPA) and other  s takeholders to ident i fy 
s impl i f icat ion opt ions to reduce compl iance burdens and improve 
fa i rness.  
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