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Who Gets The (laxable) Benefit/

While security issues and the cost of air
travel have both taken their toll on business-
related travel, such travel is still a fact of life for
many business owners and their employees.
Where required travel is business-related

the cost is, of course, taken care of by the
ermployer, but there is a potential berefit to
the employee in the form of the accumulation
of frequent flyer points.

Most people are familiar with frequent
flyer programs, under which travelers taking
flights on a particular airline can accumulate
credits, or points, which may then be
exchanged for additional air travel or other
benefits. In some cases, the points accrue
to the employer, who will then use them to
"pay" for future business trips. More often,
however, the ticket is booked in the name of
the employee and any frequent flyer points
accumulated are credited to the employee's
account with the program.

The Canada Revenue Agency's general
position on the tax treatment of frequent
flver points accumulated by an employee in
the course of required business travel is that
where those points are later used to obtain air
travel or other benefits for the employee ar
his or her family, the employee has received a
taxable benefit related to employment, In the
Agency's view, that taxable benefit is equal to
the fair market value of the air travel or other
benefit received.

VWhile the general rule is relatively
straightforward in principle, it's much more
difficult in application, As is often the case
in tax, the dewvil is in the details. In most cases
where an employee has received a taxable
benefit related to employment, the employver
is reguired to quantify the amount of that
benefit and include it on the employee's T4
slip for the year When it comes to frequent
flyer points, that rule applies where the
employer "controls” the employee'’s use of
those points.

However where, as it more frequently
the case, the points accrue directly to the
employee's account with an airline and the
employee determines the use of those
points, the employer bears no responsibility
for reporting any taxable benefit. Instead,
that respensibility shifts to the employee, The
CRA expects employees "to determine and
include in income the fair market value of
any benefits received or enjoyed." How many
employees actually conform to that policy
(or are even aware of it) is anyvone's guess.

Probably because the amounts involved,
while potentially significant to the employee,
aren't really substantial in the overall scheme
of Canada's tax system, there have been
relatively few instances in which the Canada
Revenue Agency has actually pursued an
assessment relating to taxable benefits arising
from frequent flyer points as far as litigation.

(SEE FREQUENT FLYER PROGRAMS, PAGE 2)
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