No good deed goes unpunished:
IRS says employee gifts now subject to taxation

by Gary R. Gehlbach

Beware, employers. Those holiday
or other gifts to your staff or employ-
ees, if functionally equivalent to cash
even with significant restrictions,
probably constitute taxable income.

In a recent Technical Advice
Memorandum issued by the Internal
Revenue Service, employer-provided
gift coupons with a face value of $35
were determined to be taxable
income to the employees. This was
true even though the gift coupons

ent effort to be more politically cor-
rect and mindful that some of its
employees were vegetarians, the com-
pany implemented a gift coupon pro-
gram. Each employee was given a gift
coupon with the employee’s name and
address on the front.

The face amount of the coupon
was $35, and the coupon was
redeemable at several grocery stores
for grocery products (excluding
lobacco, alcohol and pharmacy

were subject to several restrictions.
The employer in this case was a
charitable organization that tradition-
ally had provided its employees with a
ham, turkey or gift basket as an annu-

al holiday gift. However, in an appar-
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New lllinois WARN statute covers
more employers

by Douglas E. Lee

Beginning Jan. 1, 2005, lllinois employers with as few as 75 full-time employ-
ees are required to provide 60 days’ written notice before they implement a
covered “mass layoff, relocation or employment loss.”

Employees with 100 or more full-time employees have faced similar require-
ments for several years under the federal Worker Adjustment and Retraining
Notification Act. On Aug. 12, 2004, however, Gov. Blagojevich signed an
Hlinois version of the law, which applies to all employers in the state with at
least 75 full-time employees.

While similar to the federal law, the Illinois WARN statute contains several
important differences. The lllinois act, for example, defines notice-triggering
events differently than the federal law. While both laws define a covered “mass
layoff” as a reduction in force at a single site of employment that is not the
result of a plant closing and that results in employment losses during any 30-
day period for al least 33% of the employees, they have different minimum

reQuirements.
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