JAMIESON COLLINS BARRISTER AND SOLICITOR

Reply to: Jamieson Collins
Direct Phone: (647) 328-5112
jdc@jcollins-law.com

Sent Via E-Mail

September 5, 2017

International and Large Business Directorate
Canada Revenue Agency
344 Slater Street
Ottawa, Ontario
K1A 0L5
Attention:

Gordon Parr - Director Large Business Audit

Dear Mr. Parr:
Re:

Taxation of the Personal Use of Aircraft
I am the solicitor for the Canadian Business Aviation Association (“CBAA”). As per our

discussion with you and your team on August 3, 2017 you have indicated that over the course of the
last twelve months the Canada Revenue Agency has developed a proposed administrative policy for
the application of the relevant provisions of the Income Tax Act (Canada) R.S.C. 1985, c. 1 (5th
Supp.) (the “Tax Act”) to circumstances where an employee or shareholder is provided with the
personal use of an aircraft by a taxpayer. This proposed administrative policy is intended to replace
the CRA’s prior administrative policy found in IT-160R3 that was cancelled in 2012. A summary of
the CRA’s proposed administrative policy provided to us is described below.
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Summary of Canada Revenue Agency’s Proposed Administrative Policy
The Canada Revenue Agency has identified three categories in its proposed administrative
policy for the taxation of the personal use of business aircraft in Canada.

Category One
A taxpayer owns the business aircraft and the person receiving the personal benefit does not
control access and use of the aircraft for personal use. In this category an employee or shareholder of
a taxpayer, who has his or her spouse accompany them on a business trip on the aircraft, and the
spouse is not on the trip in support of the business activities of the taxpayer, will have the value of a
non-discounted first class ticket between the two (or multiple) city pairs included in their income. In
such a circumstance, the tax cost of the benefit will equal the employee, or shareholder’s marginal
rate of taxation on the value of the benefit. This personal benefit will be required to be calculated by
the taxpayer on a calendar basis so that the benefits are aligned with the personal income taxation
year which ends on December 31 in Canada.

Category Two
A taxpayer owns the business aircraft and the person receiving the personal benefit does not
control access and use of the aircraft for personal use. In this category the employee or shareholder
uses the aircraft for a personal trip with people of their choosing on board (family, friend etc.). In this
circumstance, the purpose of the flight is entirely personal and there is no business component. The
CRA will require the taxpayer to assess a value for this personal benefit to the employee or
shareholder in an amount equal to the charter rate for the type of aircraft for this flight or series of
flights. The value of that benefit will be included in the employee or shareholder’s income the
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personal taxation year in which the benefit is received. In such a circumstance, the tax cost of the
benefit will equal the employee, or shareholder’s marginal rate of taxation on the value of the benefit.
This personal benefit will be required to be calculated by the taxpayer on a calendar basis so
that the benefits are aligned with the personal income taxation year which ends on December 31 in
Canada.

Category Three
In category three the person receiving the personal benefit for the personal use of the aircraft
is a person who controls access and use for the personal use of the aircraft. In this circumstance, the
value of any personal use by this individual will be calculated under the CRA’s administrative policy
by including the sum of an operating benefit and an available for use benefit as follows:

1. Operating Benefit: The employee or shareholder will have an amount included in their
income equal to their proportionate share of the operating costs (variable plus fixed
costs) for the calendar year for the aircraft (excluding depreciation, capital cost
allowance and interest); plus

2. Available for Use Benefit: the employee or shareholder will have an amount included
in their income equal to the prescribed rate of interest on the original capital cost of
the aircraft. This amount will be pro rated based upon their number of flying hours for
personal use versus the number of flying hours for business use during the calendar
year.
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The sum of these two amounts is included in the income of the recipient of the personal benefit. For
example, assuming that the aircraft is

1. operated 80 flying hours for business use and 20 flying hours for personal use; and

2. the operating costs are $1,000,000 for the year; and

3. the original capital cost of the aircraft is $32,000,000; and

4. the prescribed rate of interest is 6%;

the value of the personal benefit is calculated as follows: the sum of the following amounts is
included in the income of the employee or shareholder: twenty percent of $1,000,000 ($200,000) plus
twenty percent of 6% of $32,000,000 ($384,000). The employee or shareholder will have an income
inclusion of ($200,000 + $384,000) = $584,000 for the 20 hours of personal use or $29,200 per flight
hour. In such a circumstance the provision of the operating benefit should be deductible in the hands
of the corporation to the extent that the employee receives the benefit as part of their employment
agreement with the corporation. There is no deductibility for the operating benefit in circumstances
where the personal benefit is received in the individual’s capacity as a shareholder. Finally, there is
no deduction available for the available for use benefit by the Taxpayer. The available for use benefit
charge is ostensibly designed to approximate the opportunity cost to the taxpayer of the capital used
to purchase the aircraft.
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Other factors
The CRA has indicated where the individual who controls access and use is a passenger on a
personal flight provided for the benefit of another employee or shareholder of the taxpayer, the value
of the personal benefit will always be imputed to the individual who controls access and use for the
personal use of the aircraft even though they are not directing the particular.

Where the aircraft is leased, the lease amount will be included in the operating costs and the
individual who controls access and use for personal use will have a pro rata share of these lease costs
imputed to them based upon the number of personal use flying hours versus the number of business
use flying hours during the calendar year. In such a case there is no available for use benefit as
described in this section charged to the employee or shareholder. Their proportionate share of the
lease costs captures the value of the available for use benefit according to the CRA.

The prescribed rate for calculating the available for use benefit for business aircraft owned by
a corporation will be determined by applying the Treasury Bill rate plus 4% plus 1%. The current
Treasury Bill rate is 1%. Therefore, prescribed rate as of August 15, 2017 is equal to 6%.

The CRA will provide taxpayers forty-five days from the end of the personal taxation year to
calculate, reconcile and report the value of personal benefit.

The CRA stated that the application of this proposed administrative policy will be retroactive
and be applied to any open audits, notices of objection or pending litigation within the applicable
normal reassessment periods or where taxpayers have signed waivers to the normal reassessment
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period. Files already closed by the CRA will remain closed and will not be subject to this
administrative policy.

Canadian Business Aviation Association’s Perspective on the Proposed Administrative Policy
We appreciate the difficulty in the challenge of constructing a fair administrative policy. It is
an immense responsibility and no easy task to strike the right balance between the affected
stakeholders. To the extent that we have correctly understood your proposed administrative policy
and after a careful review and discussions with the various stakeholders, including the members of
the Canadian Business Aviation Association, the Tax Executives Institute and other finance and tax
professionals we respectfully request that you reconsider certain aspects of the CRA’s proposed
administrative policy for three reasons:

1. the concept of a person who controls access and use to an aircraft for personal use is not a
concept supported by the Tax Act or the common law as it relates to the valuation of the
personal use of aircraft and the introduction of such a concept will create a lack of consistency
predictability and fairness for taxpayers. The policy will also cause disruptive rent seeking
behaviour in the market place;

2. Category three is unlawful and produces personal benefit valuations that exceed the fair
market value of the personal benefit actually received. In addition the proposed administrative
policy generally lacks consistency, predictability and fairness for taxpayers and increases
compliance costs for both taxpayers and the government of Canada resulting from the
inevitable disputes over valuations from taxpayers who find themselves in this category;
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3. The retrospective application of the proposed administrative policy is unfair and produces
hardship on taxpayers by forcing most taxpayers in prior years after 2012 into category three;

In view of these difficulties, it is our position that the proposed administrative policy will
result in significant numbers of tax disputes between the Government of Canada and taxpayers and
given the current state of the common law and statute law it is not sustainable. In our view, it is much
better to carefully strike the right balance for all affected stakeholders from the outset, comply with
all relevant laws and produce an administrative policy that is fair and efficient to administer.

Discussion and Analysis
The CRA’s former administrative policy was described in IT-160R3 Personal Use of Aircraft.
This policy was published by the CRA on February 19, 1992 and was archived by the CRA in 2004
and then cancelled by the CRA on September 30, 2012. As you indicated at our first meeting in the
fall of 2016 the purpose of the cancellation of this document along with over one hundred other
documents was to remove out dated and redundant content from the CRA’s website. The CRA did
not publically indicate anything had changed in respect of its official policy on this matter until
March 2015 when it released CRA document no. 2014-0527841I7 Taxable benefit for Aircraft
thereby indicating that IT-160R3 only reflected its position until the time of cancellation.
By way of preliminary discussion, we would like to address a statement you made on our
telephone call of August 3, 2017 that the CRA’s change in position was a result of the common law
found in the following cases Youngman v. R., 1990 CarswellNat 323, [1990] 2 C.T.C. 10, 109 N.R.
276, 90 D.T.C. 6322, 36 F.T.R. 160 (note) (Federal Court of Appeal) and Fingold v. R., 1997
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CarswellNat 1412, [1997] 3 C.T.C. 441, (sub nom. R. v. Fingold) 97 D.T.C. 5449, (sub nom. Canada
v. Fingold) [1998] 1 F.C. 406, 219 N.R. 369 (Federal Court of Appeal).
The original administrative policy of the CRA found in IT-160R3 was first published by the
CRA in 1992. Youngman and Fingold were respectively decided in 1990 and 1997. This suggests that
the CRA’s former policy considered both cases as it was published after Youngman and not changed
post Fingold. The CRA continued to administer its former policy for twelve years following the
decision in Fingold and twenty years following the Federal Court of Appeal’s decision in Youngman.
In our view, this was because the CRA correctly concluded, during that time, that both Youngman
and Fingold were distinguishable on the facts and the principles outlined in Youngman and Fingold
are not applicable to personal benefit valuations for the use of business aircraft. In both Youngman
and Fingold the issue before the court was the valuation of a personal benefit for the use of a unique
residential property paid for and provided to the taxpayer by a corporation for the taxpayer’s personal
use and enjoyment in circumstances where there were no relevant market comparators. By contrast,
the dominant purpose of a business aircraft is as a conveyance used by business people to save time
and increase efficiency in their quest to gain or produce income and there are ample market
comparators to assist in determining benefit valuations. Youngman and Fingold are viewed by the
courts as exceptions to the general rule regarding the valuation of the personal use of residential
property provided by a corporation to a shareholder. The general principle regarding the valuation of
the personal use of residential real estate is that the rental value is generally equal to the fair market
value of the benefit. In Youngman and Fingold the facts were such that an exception was required to
this general rule and an opportunity cost concept was developed to capture the real value of the
benefit because no reliable rental market existed from which to determine an adequate valuation.
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In Youngman, at paragraph 19, the Federal Court of Appeal described a two-part test to assess
the value of a benefit for a shareholder of a corporation
19 …it is first necessary to determine what that benefit is or, in other words, what the
company did for its shareholder; second, it if necessary to find what price the
shareholder would have had to pay, in similar circumstances, to get the same benefit
from a company of which he was not a shareholder.
Pratte J.A. went on to apply the test to the particular facts of the case and wrote
it was the right to use or occupy for as long as he wished a house that the company, at
his request, had built specially for him in accordance with his specifications.
For the second part of the test Pratte J.A. stated the following:
How much would the appellant have had to pay for the same advantage if he had not
been a shareholder of the company? Certainly more than what the two experts referred
to as the free market rental value since, in my view, the company would have then
charged a rent sufficient to produce a decent return on its investment.
On the second part of the test in both Youngman and Fingold the Federal Court of Appeal
used the concept of an opportunity cost to determine the full value of the personal benefit to the
taxpayer. In both Youngman and Fingold the residence provided had no market comparable, was
unique, designed and outfitted to the particular taste of the taxpayer and served as the taxpayer’s
personal residence. In Youngman, there was no business purpose for the residence; it was simply a
home for the taxpayer’s personal use and enjoyment. In Fingold, a luxury condominium, renovated to
the taxpayer’s taste, served as a personal residence for the taxpayer which was sparingly used to
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entertain people for in support of the taxpayer’s business. In both cases, the courts held that given the
nature of a personal residence some opportunity cost for the capital used to purchase and construct or
renovate the residence had to be assessed in the hands of the taxpayer to capture the full value of the
benefit provided to the shareholder. By contrast, business aircraft are not luxurious personal
residences used for the personal enjoyment of a taxpayer they are conveyances with a singular
purpose: to minimize travel time between a departure point and a destination.
Interestingly, in Youngman, the Federal Court of Appeal said at paragraph 17 “…Free market
value is not, in all circumstances, the sole indication of real value.” If it is this statement that the
CRA is using to support its proposed administrative policy we respectfully point out that this
statement by the Court is the exception and not the general rule. Additionally, the statement by the
court cannot be viewed as a standalone legal proposition. To fully understand what the Court
intended one must view its statement in the context of the facts in Youngman. In Youngman, the
taxpayer’s home cost $395,549.34 to construct in 1978. This was an extremely expensive home for
the area in which it was built at that time and the comparable market rents in the area were extremely
low. Therefore, the court held that free market rental rates did not adequately capture the full value of
the benefit provided to the taxpayer and it suggested an added opportunity cost be attributed to the
taxpayer for the capital deployed to provide his personal benefit. By contrast, in the business aircraft
industry taxpayer’s have readily available and mature markets from which to purchase business
aircraft services in Canada and determine valuations. In circumstances where there are mature
markets from which to determine fair market value, the general rule is sufficient to provide a sole
indication of real value.
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Concept of Controlling Person
We can find no examples of circumstances in the statute or common law where the concept of
a controlling person is determinative of the valuation of the personal use of an aircraft in Canada. It is
our position that this concept is unnecessary, harmful to taxpayers and not supported by the Tax Act
or the common law as it relates to the valuation of the personal use of aircraft. The introduction of
such a concept would require an amendment to the Tax Act. In our view, even if such a concept were
included in the Tax Act by Parliament it would create undesirable rent seeking behaviour as entities
positioned themselves to create commercial structures designed to assist taxpayers in avoiding an
unfavourable classification that did not previously exist.

Category Three Should be Abandoned by the CRA
Category three results in higher than fair market valuations for taxpayers that find themselves
in this administrative category. By way of example, a Canadian manufactured Challenger 650, with a
capital cost of $32,000,000 results in an hourly rate for 20 hours of personal use in a taxation year
equal to $29,200 per hour. By contrast, the comparable charter rate for the same aircraft is
approximately $6,000 per hour. This valuation, derived by applying the method described in category
three, is equal to 487% of the fair market value for the same aircraft in the charter market. Such a
valuation is contrary to the common law principles regarding personal benefit valuations in Canada
and in no way approximates fair market value.
In Spence v. R., 2011 CarswellNat 2040, 2011 FCA 200, 89 C.C.P.B. 192, 2011 D.T.C. 5111
(Eng.), [2011] 5 C.T.C. 188, 420 N.R. 389, 2011 CAF 200 (Federal Court of Appeal) and Schroter v.
R., 2010 CarswellNat 908, 2010 FCA 98, 81 C.C.P.B. 159, [2010] 4 C.T.C. 143, 2010 D.T.C. 5062
(Eng.), 319 D.L.R. (4th) 450, 403 N.R. 83, 2010 CAF 98 (Federal Court of Appeal) the Federal Court
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of Appeal held in both decisions that where there is no objective reason to apply an exception (like
the exception found in Youngman or Fingold) fair market value is the most appropriate method to
determine the value of a personal benefit. In Spence Gilles Létourneau J.A. wrote the following:
[13] In Schroter, Dawson J.A. reviewed the principles and the jurisprudence
applicable and applied to the existence and quantification of a taxable benefit under
paragraph 6(1)(a) of the Act. She concluded as follows at paragraphs 47 and 48 of her
reasons for judgment:
[47] The equal treatment of taxpayers is facilitated by valuing their benefits at
their fair market value. On an administrative basis, the Canada Revenue
Agency recognizes this and instructs employers that where the fair market
value of a parking pass cannot be determined, no benefit should be added to an
employee’s remuneration. Where the fair market value can be determined,
employers are instructed that the value of the benefit is based on the fair
market value of the parking pass, less any payment the employee makes to use
the space. See: Canada Revenue Agency, Employers’ Guide—Taxable
Benefits and Allowances 2009, T4130(E) Rev. 09.
[48] Given the inherent fairness of this method of valuation, and the
absence of objective evidence demonstrating that a fair market value
based valuation is somehow inappropriate on the facts of this case, the Tax
Court judge did not err by valuing the parking pass in the amount of its fair
market value. [Emphasis Mine.]
There has been considerable discussion between us on the value of the “operating benefit”
and the “available for use benefit” that the CRA argues is conferred on the person who controls
access and use for personal use of a business aircraft owned by a taxpayer. Respectfully, the CRA
appears to have misapprehended the law, or the nature of the business aircraft charter industry, or
both, as it relates to personal use of aircraft. It has significantly overvalued benefits that can be
readily purchased in the market for a fraction of the valuation determined by applying category three.
As we outlined above, the legal test in Youngman requires that the taxpayer determine what
the benefit is and then determine what the taxpayer would have to pay in similar circumstances to get
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the same benefit. It would create a perverse economic consequence if the person who controls access
and use to a business aircraft would have to pay 487% more to a taxpayer for the use of that business
aircraft than he or she could sell the taxpayer’s business aircraft for in the business aircraft charter
market, or pay 487% more than it would cost to charter a similar aircraft from someone else. For
these reasons we believe category three is simply not a sustainable part of the proposed
administrative policy and should be abandoned in its entirety.

Standby or Available for Use Charge
As a justification for applying a standby or available for use benefit charge you have
highlighted how the Tax Act treats automobiles provided to employees by their employers. We
recommend you abandon this aspect of your policy, as it is not sustainable unless Parliament chooses
to enact a similar set of specific rules, like those for automobiles, which are applicable only to
aircraft. Currently there are no such rules contained in the Tax Act. Moreover, as we have indicated
above, the only reason an exception to the general rule, that fair market valuations be used by
taxpayers was outlined in Youngman and Fingold is that the properties were unique and there were no
comparable properties from which to determine a valuation. Creating an artificial mechanism, like a
standby charge, to capture the real value is not necessary because the information available in the
business aircraft charter market all ready serves to efficiently identify that real value.

Prescribed Rate of Interest
The prescribed rate of interest proposed on the available for use benefit found in category
three is disproportionately high given the existing market conditions. It is simply not possible, in
today’s market, for similarly secured investments to earn the six percent rate of return that the CRA
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wants to impute to taxpayers who find themselves in category three. For the reasons outlined above,
adding an available for use or standby charge onto the valuation of the personal use benefit is not
consistent with the settled jurisprudence on this matter and even if it was, a prescribed rate of interest
of six percent used to determine the fair market value of a such a benefit is not reflective of the
current market rates of return on similarly secured investments.

Consistency, Predictability and Fairness
The CRA’s approach in its proposed administrative policy also poses significant issues for
taxpayers as they relate to the principles of consistency, predictability and fairness. While the
adoption of an administrative policy is not law in this particular case, the CRA, by insisting on
applying its proposed policy retroactively to 2012, creates a lack of consistency, predictability and
fairness for taxpayers. Should the CRA go ahead and apply its administrative policy retrospectively
most business aircraft owners will find themselves inadvertently in category three for the 2012
through 2017 taxation years. Taxpayers will then have the unenviable choice of accepting valuations
in excess of fair market value determined using administrative tests they had no prior knowledge of
or filing notices of objection and appeals to the Tax Court of Canada. Retroactivity produces
unfairness, disruption and hardship and there should be no retroactive application of this particular
administrative policy in its proposed form.
As the Supreme Court of Canada said in British Columbia v. Imperial Tobacco Canada Ltd.
[2005] 2 S.C.R. 473 at paragraph 71 where Major J. wrote:
The absence of a general requirement of legislative prospectivity exists despite the fact
that retrospective and retroactive legislation can overturn settled expectations and is
sometimes perceived as unjust: see E. Edinger, “Retrospectivity in Law” (1995), 29
U.B.C. L. Rev. 5, at p. 13. Those who perceive it as such can perhaps take comfort in
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the rules of statutory interpretation that require the legislature to indicate clearly any
desired retroactive or retrospective effects. Such rules ensure that the legislature has
turned its mind to such effects and “determined that the benefits of retroactivity [or
retrospectivity] outweigh the potential for disruption or unfairness”: Landgraf v. USI
Film Products, 511 U.S. 244 (1994), at p. 268.

In respect of tax law in particular, the Supreme Court of Canada, in Canada Trustco Mortgage Co. v.
Canada 2005 SCC 54, stated the following at paragraph 12:

The provisions of the Income Tax Act must be interpreted in order to achieve
consistency, predictability and fairness so that taxpayers may manage their affairs
intelligently.

Applying the CRA’s administrative policy retrospectively will create immense hardship for taxpayers
as the majority of taxpayers will find themselves in category three for taxation years prior to the
implementation of the administrative policy. For those lucky enough to find themselves accidentally
in category one or two it is unclear how the CRA intends that taxpayers will obtain market data from
past years for the purpose of providing a suitable category one or category two valuations.
What is the benefit of retroactivity? Does retroactivity outweigh the potential for disruption or
unfairness? We cannot find any benefit for retroactivity in this case nor see any advantage that
outweighs the actual disruption and unfairness that will inevitably result.

Categories One, Two and Three
The specific administrative policy provisions found in category three will also result in a lack
of consistency, predictability and fairness for taxpayers. Why? The value of any personal benefit
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received is based upon the employee or shareholder’s pro rata share of the use of the business
aircraft during the taxation year. The CRA has tied the valuation of the personal benefit to the relative
business aircraft use measured between the taxpayer’s business use and personal use of the employee
or shareholder. Therefore, the value of the personal use benefit cannot be known by the person
receiving it until the end of the taxation year when the employee or shareholder’s flying hours are
compared to the flying hours of the taxpayer. No reasonable taxpayer would agree to such a
circumstance. In our view, the CRA is applying the Youngman and Fingold exceptions as a basis for
category three valuations when the general rule that valuations based upon fair market value of the
benefit ought to apply. By doing this, the CRA is creating the lack of consistency, predictability and
fairness that administrative policies like this should be designed to avoid. The result is higher
compliance and litigation costs for both the Government of Canada and taxpayers.
Category one and Category two also create a level of uncertainty and unfairness in certain
particular circumstances. Oil and gas companies often own and operate business aircraft shuttles,
configured as airliners, to move their workers between Edmonton and the Fort MacMurray area. In
certain cases, the aircraft owners have policies in place that permit certain types of personal use (i.e.
for medical appointments or bereavement). In category one the valuation for a corporately owned and
operated business aircraft shuttle configured in an all economy seating configuration would require
the aircraft owner to assess valuations equal to a business class ticket for an economy class seat and
service. If the person who controls access and use were onboard for a personal reason (bereavement
or illness) then the amount assessed to the controlling person would be usurious. These valuations do
not comply with the general legal principles outlined by the Federal Court of Appeal in Schroter and
Spence and appear to be an attempt to apply the exception to the general rule found in Youngman and
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Fingold and make it the general rule. Such an approach is simply not supported by the common law.
The value assessed should equal the value of the actual benefit received as required by the law.
Category two creates uncertainty as it opens up the potential for disputes between the CRA
auditors and taxpayers over the values found in the marketplace and the mechanisms for their
determination. There are approximately only five significant charter companies in Canada from
which to obtain market data and their rates are not published. They typically only provide this
information to their customers or prospective charter customers. The CRA’s policy puts an onerous
burden on these companies to provide market data to taxpayers to assist with valuations. Whether this
will produce the results required by the CRA’s administrative policy is uncertain.

Conclusion
We have previously presented you with a balanced policy document that was reviewed by a
significant number of Canada’s senior tax practitioners and finance professionals, and in our view it
abides by the principles of consistency, predictability and fairness required by the common law found
in Schroter and Spence. Our policy document is easy to administer by tax practitioners, finance
professionals and the government of Canada’s auditors. It also has the advantage of not requiring the
taxpayer or the CRA auditors to look outside the taxpayer’s own financial records to determine a
suitable valuation. In our view, our approach also reduces compliance costs for both the Government
of Canada and taxpayers. We request that you give our document some additional consideration.
Alternatively, should you determine that you will follow your present course, we recommend
changes to your proposed policy for the reasons outlined above. First, we strongly encourage the
Canada Revenue Agency to abandon the following concepts in its proposed administrative policy:
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1. the person who controls access and use for personal use as a gateway concept to
determine eligibility for the applicable administrative category;
2. category three in its entirety; and
3. retroactive application of the proposed administrative policy to prior taxation years;

More specifically, we recommend that you amend your category one and remove the concept
of the person who controls access and use as a gateway concept and simply apply category one to a
taxpayer that finds himself or herself in the circumstance described therein. In addition, we
recommend that you only apply an economy class seat valuation to business aircraft operated as
corporate shuttles were the service provided is similar to an economy class service found on an
airline (i.e. corporate aircraft shuttles used to move workers and others to and from worksites or
northern airports). We also suggest that you remove the concept of the person who controls access
and use for the personal use of aircraft as a gateway concept to the applicability of category two.
Category two should be applied to a taxpayer that finds himself or herself in the circumstances
described therein. Finally, we recommend you abandon category three in its entirety. In its place we
suggest you simply apply s.18(1)(a) to circumstances where the deduction claimed by the aircraft
owner does not satisfy the requirements found therein and assess the value of the benefit received by
the employee or shareholder (determined in accordance with category one or two as we suggested
they be amended above) in accordance with s.6(1)(a) or s.15(1)(a) as applicable. In our view, such an
approach would adequately address excessive amounts of personal business aircraft use and provide
the CRA with the scalability you have indicated that it desires.
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We appreciate your time and consideration in respect of this matter and should you have any
questions please contact the undersigned at your convenience.

Yours truly,

Jamieson Collins
Barrister and Solicitor
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