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Gifts are a voluntary conveyance of something of value as a gesture of goodwill or appreciation. 
The purchase and use of gift cards or gift certificates require strict accountability and are to be used for 
prizes and awards only.  Gift cards are not to be awarded to employees and cannot be used for the 
payment of services or other tax reportable transactions.  See Guidelines for Gifts to Employees. 
Examples of appropriate gift purchases for non-employees include an incentive for students to raise the 
most money in a fundraiser or perfect attendance.   
The IRS considers gift cards and gift certificates to be cash equivalents, therefore control measures must 
be in place at each building level to ensure proper use and departmental accountability.   
Established guidelines are as follows: 

1. Gift cards may not be purchased for distribution to employees 
2.  Participants are not frequent gift card recipients, minimizing the risk of non-compliance with IRS 

tax reporting regulations.  Multiple gift cards should not be given to the same individual during a 
calendar year.  

3. The individual making the gift card purchase is accountable for the safekeeping and appropriate 
documentation of the cards, including the distribution to the recipients.   

4. Gift card purchases are restricted to the purchasing card single transaction limit in amounts of 
$25.00 or less per individual gift card 

5. Unused Gift Cards will be accounted for 
6. Gift cards may not be purchased to deplete budget balances for future use 
7. Gift Card Recipient Log must be maintained in each building/department.  
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Gifts to Employees 
Gifts to employees are considered taxable income and must be included on an employee’s W-2.  In 
order to be excluded from income taxes and payroll taxes the gift must be made “out of affection, 
respect, admiration, charity or like impulses.”  Most consideration, for tax purposes will be given to the 
“intent” of the gift.   A gift to reward for past performance or as an incentive for future performance 
would be considered taxable income. 
 
Exceptions 
Gifts/Benefits should be minimal in the sense it is so small as to make accounting for it unreasonable or 
administratively impractical. 
Such benefits include personal use of business office machines, i.e. copy machine, group meals, 
traditional birthday or holiday gifts of property with low fair market value, coffee, doughnuts, soft 
drinks, local phone calls, flowers, fruit, books or similar property provided to employees under special 
circumstance (e.g. illness, outstanding performance or family crisis) 
Cash or gift cards to obtain property, no matter how small, is never excludable because it is never 
administratively impractical to account for cash.   Gift coupons or cards worth a specific dollar amount 
and only redeemable for a specific item is considered as taxable wages. 
 
Employee Achievement Awards 
Achievement awards are acceptable and non-taxable if: 

1.  Be given for length of service or safety achievement 
2. Must be tangible personal property.  No cash or Gift cards. 
3. Cannot be perceived or create the likelihood of disguised compensation 
4. Be given in a meaningful presentation or ceremony. 

 
 



 
 
 
 
 


