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Tax reform law makes changes 

to Employee Achievement 

Award Rules 

Last year’s Tax Cuts and Jobs Act made changes to compensation, and gifts to 
employees.  

This includes employee achievement awards, and gifts. 

Here are some facts about these changes: 

Under previous law: 

 Employers could deduct the cost of certain employee achievement awards, and 
year-end bonuses, gifts, and other such compensation provided by an employer. 

 Deductible awards were excludible from employee income. 

Under the Tax Cuts and Jobs Act: 

 The following are now taxable to the employee upon receipt: 
o Cash 
o gift cards 
o other non-tangible personal property as employee achievement awards 

 The new law specifically enumerates cash, cash equivalents, gift cards, gift 
coupons, certain gift certificates, tickets to theater or sporting events, vacations, 
meals, lodging, stocks, bonds, securities, and other similar items as now being 
taxable to the employee upon receipt. 

In general a de minimis benefit is one for which considering its value and the frequency 
with which it is provided is so small as to make accounting for it unreasonable or 
impractical.  

De minimis benefits are excluded under Internal Revenue Code and include items 
which are not specifically excluded under other sections of the Code. These include 
such items as: 

 Controlled, occasional employee use of photocopier 
 Occasional snacks, coffee, doughnuts, etc. 
 Occasional tickets for entertainment events 
 Holiday gifts 



 Occasional meal money or transportation expense for working overtime 
 Group-term life insurance for employee spouse or dependent with face value not 

more than $2,000 
 Flowers, fruit, books, etc., provided under special circumstances 
 Personal use of  a cell phone provided by an employer primarily for business 

purposes 

In determining whether a benefit is de minimis the frequency and its value are an 
important part of determining the taxability.  

An essential element of a de minimis benefit is that it is occasional or unusual in 
frequency.  

It also must not be a form of disguised compensation. 

Whether an item or service is de minimis depends on all the facts and circumstances.  

In addition if a benefit is too large to be considered de minimis the entire value of the 
benefit is taxable to the employee not just the excess over a designated de minimis 
amount.  

The IRS has ruled previously in a particular case that items with a 

value exceeding $100 could not be considered de minimis even under 

unusual circumstances. 

Cash Benefits 

Cash is generally intended as a wage, and usually provides no administrative burden to 
account for.  

Cash therefore cannot be a de minimis fringe benefit.  

An exception is provided for occasional meal or transportation money to enable an 
employee to work overtime.  

The benefit must be provided so that employee can work an unusual extended 
schedule.  

The benefit is not excludable for any regular scheduled hours even if they include 
overtime.  

The employee must actually work the overtime. 

Meal money calculated on the basis of number of hours worked is not de minimis and is 
taxable wages. 



Gift certificates 

Cash or cash equivalent items provided by the employer are never excludable from 
income.  

An exception applies for occasional meal money or transportation fare to allow an 
employee to work beyond normal hours.  

Gift certificates that are redeemable for general merchandise or have a cash equivalent 
value are not de minimis benefits and are taxable. 

A certificate that allows an employee to receive a specific item of personal property that 
is minimal in value provided infrequently and is administratively impractical to account 
for may be excludable as a de minimis benefit depending on facts and circumstances. 

Achievement awards 

Special rules apply to allow exclusion from employee wages of certain employee 
achievement awards of tangible personal property given for length of service or safety. 
These awards 

 Cannot be disguised wages 
 Must be awarded as part of a meaningful presentation 
 Cannot be cash, cash equivalent, vacation, meals, lodging, theater or sports 

tickets, or securities. 

How are de minimis fringe benefits reported 

If the benefits qualify for exclusion no reporting is necessary.  

If the benefits paid are taxable those amounts should be included in wages on Form W-
2 and subject to income tax withholding.  

If the employee(s) are covered for social security and Medicare the value of the benefits 
are also subject to withholding for these taxes.  

The Holiday Party! 

The office party is still 100% deductible within reason which is never determined  

as to what is reasonable until the audit arrives.   

____________ 

We here at Muffoletto & Company believe that the more informed you 

are in regards to the rules and regulations that affect you the more we 

can be of service. 



Should you have questions relating to any tax or financial matters call 

at  

(818) 346-2160,  

or you can visit us on the web at  

www.petemcpa.com! 

 

 

Providing individuals, small businesses, corporations, 

partnerships, professionals, and other business entities with the 

necessary guidance and answers for a complex world.  
 

IMPORTANT NOTICE 

The contents of this email and any attachments to it may contain privileged and confidential information from Muffoletto & 
Company. 

This information is only for the viewing or use of the intended recipient. If you are not the intended recipient, you are hereby 
notified that any disclosure, copying, distribution or use of, or the taking of any action in reliance upon, the information 
contained in this e-mail, or any of the attachments to this e-mail, is strictly prohibited and that this e-mail and all of the 
attachments to this e-mail, if any, must be immediately returned to Muffoletto & Company or destroyed and, in either case, this 
e-mail and all attachments to this e-mail must be immediately deleted from your computer without making any copies hereof.  

If you have received this e-mail in error, please notify Muffoletto & Company by e-mail immediately. 

To ensure compliance with Treasury Department regulations, we wish to inform you that, unless expressly stated otherwise 
in this communication (including any attachments) any tax advice that may be contained in this communication is not 
intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal 
Revenue Code or applicable state or local tax law provisions or (ii) promoting, marketing or recommending to another party 
any tax-related matters addressed herein.  

If you prefer not to remain on our email lists, please let us know.We will remove you as soon as you notify 

us. 

You may do so by emailing us at  

pete@petemcpa.com 
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