For purposes of determining who is a one-percent owner under paragraph (f)(5)(iv) of this section,
any individual who owns (or is considered as owning under section 318(a) or principles similar to
section 318(a) for entities other than corporations) one percent or more of the fair market value of an
entity (the "owned entity") is considered a one-percent owner of all entities which would be aggregated
with the owned entity under the rules of section 414(b), (c), (m), or (o). For purposes of determining
who is an officer or director with respect to an employer under this paragraph (f)(5), notwithstanding
anything in this section to the contrary, if an entity would be aggregated with other entities under the
rules of section 414(b), (c), (m), or (o), the officer definition (but not the compensation requirement)
and the director definition apply to each such separate entity rather than to the aggregated employer.
An employee who is an officer or a director of an entity (the "first entity") shall be treated as an officer
or a director of all entities aggregated with the first entity under the rules of section 414(b), (c), (m),
or (o). Instead of applying the control employee definition of this paragraph (f)(5), an employer may
treat all, and only, employees who are "highly compensated" employees (as defined in §1.132-8(g)) as
control employees for purposes of this paragraph (f).
(6)Control employee defined—Government employer.— For purposes of this paragraph (f), a
control employee of a government employer is any—
(i) Elected official, or
(ii) Employee whose compensation equals or exceeds the compensation paid to a Federal
Government employee holding a position at Executive Level V, determined under Chapter 11 of
title 2, United States Code, as adjusted by section 5318 of Title 5 United States Code.
For purposes of this paragraph (f), the term "government" includes any Federal, state or local
governmental unit, and any agency or instrumentality thereof. Instead of applying the control
employee definition of paragraph (f)(6), an employer may treat all and only employees who are
"highly compensated" employees (as defined in §1.132-8(f)) as control employees for purposes of this
paragraph (f).
(7) “Compensation” defined.— For purposes of this paragraph (f), the term "compensation" has
the same meaning as in section 414(q)(7). Compensation includes all amounts received from all
entities treated as a single employer under section 414(b), (c), (m), or (o). Levels of compensation
shall be adjusted at the same time and in the same manner as provided in section 415(d). The first
such adjustment shall be for calendar year 1988.

(g)Non-commercial flight valuation rule
(1)In general.— Under the non-commercial flight valuation rule of this paragraph (g), except as
provided in paragraph (g)(12) of this section, if an employee is provided with a flight on an employerprovided aircraft, the value of the flight is calculated using the aircraft valuation formula of paragraph
(g)(5) of this section. For purposes of this paragraph (g), the value of a flight on an employer-provided
aircraft by an individual who is less than two years old is deemed to be zero. See paragraph (b)(1) of
this section for rules relating to the amount includible in income when an employee reimburses the
employee's employer for all or part of the fair market value of the benefit provided.
(2)Eligible flights and eligible aircraft.— The valuation rule of this paragraph (g) may be used
to value flights on all employer-provided aircraft, including helicopters. The valuation rule of this
paragraph (g) may be used to value international as well as domestic flights. The valuation rule of this
paragraph (g) may not be used to value a flight on any commercial aircraft on which air transportation
is sold to the public on a per-seat basis. For a special valuation rule relating to certain flights on
commercial aircraft, see paragraph (h) of this section.

(3)Definition of a flight
(i)General rule.— Except as otherwise provided in paragraph (g)(3)(iii) of this section (relating to
intermediate stops), for purposes of this paragraph (g), a flight is the distance (in statute miles, i.e.,
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5,280 feet per statute mile) between the place at which the individual boards the aircraft and the
place at which the individual deplanes.
(ii)Valuation of each flight.— Under the valuation rule of this paragraph (g), value is determined
separately for each flight. Thus, a round-trip is comprised of at least two flights. For example,
an employee who takes a personal trip on an employer-provided aircraft from New York City
to Denver, then Denver to Los Angeles, and finally Los Angeles to New York City has taken
three flights and must apply the aircraft valuation formula separately to each flight. The value of
a flight must be determined on a passenger-by-passenger basis. For example, if an individual
accompanies an employee and the flight taken by the individual would be taxed to the employee,
the employee would be taxed on the special rule value of the flight by the employee and the flight
by the individual.
(iii)Intermediate stop.— If a landing is necessitated by weather conditions, by an emergency, for
purposes of refueling or obtaining other services relating to the aircraft, or for any other purpose
unrelated to the personal purposes of the employee whose flight is being valued, that landing is an
intermediate stop. Additional mileage attributable to an intermediate stop is not considered when
determining the distance of an employee's flight.
(iv)Examples.— The rules of paragraph (g)(3)(iii) of this section may be illustrated by the following
examples:
Example (1). Assume that an employee's trip originates in St. Louis, Missouri, with Seattle,
Washington as its destination, but, because of weather conditions, the aircraft lands in Denver,
Colorado, and the employee stays in Denver overnight. Assume further that the next day the
aircraft flies to Seattle where the employee deplanes. The employee's flight is the distance between
the airport in St. Louis and the airport in Seattle.
Example (2). Assume that a trip originates in New York, New York, with five passengers and
that the aircraft makes a stop in Chicago, Illinois, so that one of the passengers can deplane for
a purpose unrelated to the personal purposes of the other passengers whose flights are being
valued. The aircraft then goes on to Los Angeles, California, where the other four passengers will
deplane. The flight of the passenger who deplaned in Chicago is the distance between the airport
in New York and the airport in Chicago. The stop in Chicago is disregarded as an intermediate
stop, however, when measuring the flights taken by each of the other four passengers. Their flights
would be the distance between the airport in New York and the airport in Los Angeles.

(4)Personal and non-personal flights
(i)In general.— The valuation rule of this paragraph (g) applies to personal flights on employerprovided aircraft. A personal flight is one the value of which is not excludable under another section
of subtitle A of the Internal Revenue Code of 1986, such as under section 132(d) (relating to a
working condition fringe). However, solely for purposes of paragraphs (g)(4)(ii) and (g)(4)(iii) of
this section, references to personal flights do not include flights a portion of which would not be
excludable from income by reason of section 274(c).
(ii)Trip primarily for employer's business.— If an employee combines, in one trip, personal
and business flights on an employer-provided aircraft and the employee's trip is primarily for the
employer's business (see §1.162-2(b)(2)), the employee must include in income the excess of
the value of all the flights that comprise the trip over the value of the flights that would have been
taken had there been no personal flights but only business flights. For example, assume that an
employee flies on an employer-provided aircraft from Chicago, Illinois, to Miami, Florida, for the
employer's business and that from Miami the employee flies on the employer-provided aircraft
to Orlando, Florida, for personal purposes and then flies back to Chicago. Assume further that
the primary purpose of the trip is for the employer's business. The amount includible in income
is the excess of the value of the three flights (Chicago to Miami, Miami to Orlando, and Orlando
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to Chicago), over the value of the flights that would have been taken had there been no personal
flights but only business flights (Chicago to Miami and Miami to Chicago).
(iii)Primarily personal trip.— If an employee combines, in one trip, personal and business flights
on an employer-provided aircraft and the employee's trip is primarily personal (see §1.162-2(b)
(2)), the amount includible in the employee's income is the value of the personal flights that would
have been taken had there been no business flights but only personal flights. For example, assume
that an employee flies on an employer-provided aircraft from San Francisco, California, to Los
Angeles, California, for the employer's business and that from Los Angeles the employee flies on
an employer-provided aircraft to Palm Springs, California, primarily for personal reasons and then
flies back to San Francisco. Assume further that the primary purpose of the trip is personal. The
amount includible in the employee's income is the value of personal flights that would have been
taken had there been no business flights but only personal flights (San Francisco to Palm Springs
and Palm Springs to San Francisco).
(iv)Application of section 274(c).— The value of employer-provided travel outside the United
States away from home may not be excluded from the employee's gross income as a working
condition fringe, by either the employer or the employee, to the extent not deductible by reason of
section 274(c). The valuation rule of this paragraph (g) applies to that portion of the value of any
flight not excludable by reason of section 274(c). Such value is includible in income in addition to
the amounts determined under paragraphs (g)(4)(ii) and (g)(4)(iii) of this section.
(v)Flights by individuals who are not personal guests.— If an individual who is not an
employee of the employer providing the aircraft is on a flight, and the individual is not the personal
guest of any employee of the employer, the flight by the individual is not taxable to any employee of
the employer providing the aircraft. The rule in the preceding sentence applies where the individual
is provided the flight by the employer for noncompensatory business reasons of the employer. For
example, assume that G, an employee of company Y, accompanies A, an employee of company
X, on company X's aircraft for the purpose of inspecting land under consideration for purchase by
company X from company Y. The flight by G is not taxable to A. No inference may be drawn from
this paragraph (g)(4)(v) concerning the taxation of a flight provided to an individual who is neither
an employee of the employer nor a personal guest of any employee of the employer.
(5)Aircraft valuation formula.— Under the valuation rule of this paragraph (g), the value of a flight
is determined under the base aircraft valuation formula (also known as the Standard Industry Fare
Level formula or SIFL) by multiplying the SIFL cents-per-mile rates applicable for the period during
which the flight was taken by the appropriate aircraft multiple (as provided in paragraph (g)(7) of this
section) and then adding the applicable terminal charge. The SIFL cents-per-mile rates in the formula
and the terminal charge are calculated by the Department of Transportation and are revised semiannually. The base aircraft valuation formula in effect from January 1, 1989 through June 30, 1989, is
as follows: a terminal charge of $26.48 plus ($.1449 per mile for the first 500 miles, $.1105 per mile for
miles between 501 and 1500, and $.1062 per mile for miles over 1500). For example, if a flight taken
on January 15, 1989, by a non-control employee on an employer-provided aircraft with a maximum
certified takeoff weight of 26,000 lbs. is 2,000 miles long, the value of the flight determined under this
paragraph (g)(5) is $100.36 ((.313 × (($.1449 × 500) + ($.1105 × 1,000) + ($.1062 × 500))) + $26.48).
The aircraft valuation formula applies separately to each flight being valued under this paragraph (g).
Therefore, the number of miles an employee has flown on employer-provided aircraft flights prior to
the flight being valued does not affect the determination of the value of the flight.
(6)Discretion to provide new formula.— The Commissioner may prescribe a different base
aircraft valuation formula by regulation, Revenue Ruling or Revenue Procedure in the event that the
calculation of the Standard Industry Fare Level is discontinued.

(7)Aircraft multiples
(i)In general.— The aircraft multiples are based on the maximum certified takeoff weight of the
aircraft. When applying the aircraft valuation formula to a flight, the appropriate aircraft multiple is
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