Prizes & Awards

Awards/prizes to employees for achievement, suggestions etc. are generally included in the employee's income and subject federal income tax, social security and Medicare tax withholding.  The following conditions must be met in order to be excluded from the employee’s income:
 

1. Award must be 'tangible property' which does not include cash, gift certificates or any other form of a cash equivalent, stocks, bonds, vacations, meals, lodging or tickets to sporting events or the theatre
2. Award must be presented in a 'meaningful presentation' and must emphasize the employee's achievement
3. Award must not be 'disguised compensation' 
4. Length of service awards must not be presented for less than 5 yrs on the job and must not have been awarded to the same employee within the last 4 years
5. Safety awards will be taxable if they are presented to managers/administrators/professional employees
