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GIFTS GIVEN TO EMPLOYEES 

Businesses can provide gifts to employees up to a cost of $25 per employee per year. You cannot deduct a gift of cash (or 
a check), or cash equivalent like a gift card or gift certificate. Any non-cash or cash equivalent items are allowed, such as 
food, electronics, clothing, etc. 

Associated costs of the gift, such as engraving, shipping or gift wrapping, are not included in the $25 annual limitation. 
However, the total cost of the gift and associated cost cannot exceed $100. 

EMPLOYEE ACHIEVEMENT AND LONGEVITY AWARDS 

Gifts awarded for length of service or safety achievement are not taxable, so long as they are not cash, gift certificates or 
points redeemable for merchandise. Tax-free value is limited to $1,600 for all awards to one employee in a year. 

In addition, the employer must make the award as part of a meaningful presentation. The tax-free employee achievement 
award exception does NOT apply if: 

 The length-of-service award is for less than five years of service or if the employee received another length-of-
service award during the year or the previous four years. 
 

 The safety achievement award is given to a manager, administrator, clerical employee, or other professional 
employee. 

 

 More than 10 percent of eligible employees previously received safety achievement awards during the year. 

 

GIFTS GIVEN TO CUSTOMERS, VENDORS OR SUPPLIERS 

Your business can deduct business gifts of up to $25 per person per year. This includes both direct and indirect gifts. For 
instance, if you give a gift to a customer’s spouse or child, it is considered an indirect gift to the customer. If you give 
gifts to a select group of a company, the gifts are treated as being made to the individuals within that group. 

Incidental costs associated with the gift, such as engraving, shipping or gift wrapping, are not included in the $25 limit of 
they do not substantially add value to the gift. 

Do not include gifts that cost under $4.00 and have your business name permanently engraved on them in the $25 per 
person limit for the year. 

Gifts given to a company (i.e., business to business) for the use of the company are not subject to the $25 annual 
limitation.  For instance, a gift of a printer that can be used by the company’s employees would be fully deductible 
because it is used in the company’s business.  Tickets to an event, or gift cards to a restaurant would not be fully 
deductible (limited to $25 per individual) as these items will ultimately be used by one individual in the company and are 
not used in conjunction with running the business. 


