
 
Taxability of Gift Certificates & Awards 
 
The IRS has issued an opinion that gift certificates, gift cards, gift coupons which have a face value on 
them are considered cash equivalents and therefore are subject to employment taxes without regard to 
their value. This includes gift certificates which cannot be converted to cash. It also includes theater 
tickets and tickets to sporting events.  
 
Gifts to employees paid for with University funds (source of funding makes no difference) must be taxed 
as ordinary income to the employee. The Payroll Department will add the value of the award or gift card 
to the employee’s income so that the appropriate taxes can be withheld, and it will be noted as “Awards 
– Taxable Benefits” on the employees Pay Statement. Any questions regarding this should be directed to 
the Payroll Department 
 
What is considered a gift, prize or award? 
 
Gifts are typically remissions of cash, gift certificates/gift cards or tangible personal property given to 
University employees in recognition of, or in connection with the holiday season, retirement, or some 
other purpose. 
 
Prizes and awards are typically remissions of cash or tangible personal property bestowed on University 
employees in recognition of outstanding achievement in teaching, research, academic performance or 
other performance-related activities.  
 
Are gifts, prizes and awards distributed as cash or non-cash personal property considered taxable 
income to the recipient?   
 
Cash gifts are always included in the recipient's gross income if the payment is made by the 
University.  This type of payment is considered supplemental wages and must be processed through the 
Payroll Department with appropriate taxes withheld and reported.   
 
Non-cash gifts in the form of gift certificates or gift cards are always includible in the recipient’s gross 
income for income tax withholding and reporting purposes.  Departments providing gift certificates or 
gift cards, regardless of dollar amount, are required to notify the Payroll Department who the recipients 
are, to include Rocket ID, Name, and amount. 
 
Non-cash gifts, prizes and awards of tangible personal property (excluding gift certificates and gift 
cards) of $100 or less are excluded from gross income.  Similarly, the value of a turkey, ham or other 
item of merchandise of comparable nominal value distributed to an employee at the holiday season is 
not taxable.  However, any non-cash gift/prize/award of tangible personal property exceeding the $100 
amount is considered completely taxable, from the first dollar given.  Departments providing non-cash 
gifts/prizes/awards exceeding $100 are required to submit recipient information to the Payroll 
Department.      
 
UT Payroll Department 
419-530-8788 
 
 


