Date:

January 2008
To:

Budget Managers
From:

Sara Thorndike, Accounting Director



Katherine Milner, Human Resources Director
Subject:
New Uniform Reimbursement Policy
​​​​
In order to comply with IRS regulations, beginning January 1, 2008, reimbursements or allowances received by employees to purchase employer-required clothing or uniforms are taxable to the receiving employee.   
There are a few exceptions in the IRS regulations where employer-required clothing or uniforms are nontaxable to the employee. 
· If a uniform or other clothing is required and worn as a condition of employment and is not suitable for everyday wear and is never worn for personal purposes it is nontaxable   
· If logo apparel is required to be worn while at work, it is nontaxable as long as it is not suitable for everyday wear and never worn for personal purposes.  If logo apparel is an optional clothing item (not required as a condition of employment or to be worn while at work) and/or is suitable for everyday wear outside of work, it is taxable  
· Job specific clothing (i.e. chef jacket or coat) is nontaxable provided it is clearly not suitable for everyday wear or worn for personal purposes  

· Uniforms/Clothing provided by an outside company that is kept at work and cleaned by an outside company is nontaxable
· Safety shoes or boots, safety glasses, hard hats, work gloves and related items are nontaxable
· All other uniform reimbursements are taxable to the employee
Three reimbursement options are available to ensure we meet Internal Revenue Service (IRS) requirements:

1) A Budget Manager can give an allowance to the employee on the employee’s paycheck so he can make his own purchase. The Department Manager is responsible for ensuring the employee spends the funds on the required uniform. Contact Sara Thorndike if you want to make this arrangement with your department.  
2) The employee can turn receipts in to the Budget Manager who then completes a check request form and sends it to Sara Thorndike in Accounting. If the Budget Manager believes the item is excludable from taxable income, the Budget Manager must clearly explain why on the check request form. If the explanation satisfies IRS requirements, the amount will not be treated as taxable income and the employee will receive a check from the Accounts Payable department with no tax withheld. If no such description is given or it is determined that the purchase does not meet IRS requirements, the reimbursement request will be given to Payroll and the reimbursement will be added to the employee’s next paycheck and be subject to all applicable payroll taxes. 
3) A  Budget Manager may purchase uniforms for employees and provide a list of employees and amounts to Payroll.  Payroll will then add the purchase to the employee’s paycheck as income and a corresponding fringe benefit deduction, which will then be subject to all applicable payroll taxes. 
If you have any questions, please contact Sara Thorndike at ext. 3103.
