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Purpose
The purpose of this policy is to define the conditions under which clothing or uniforms may be purchased for employees and the potential tax implications to the employee.   The general rule under IRS regulations is that clothing given to employees that is suitable for general usage as ordinary clothing is a taxable fringe benefit.    

Definitions

Non Taxable
Uniforms are typically supplied to staff working in an environment in which specialized clothing is needed, or clothing can be damaged.  Uniforms are not taxable to the employee.  Three conditions must be met in order for the clothing to be considered a uniform and non-taxable.  
· The clothing or uniforms must be specifically required as a condition of employment.
· The clothing is not worn or adaptable to general usage as ordinary clothing.  It is not enough that the employee does not wear the work clothes away from work.  The clothing must not be suitable for taking the place of their regular clothing.  
· Proper substantiation of the clothing purchased has occurred.  This means it must be a qualified business expense and there must be adequate accounting for the expense.  

Logo Embroidery of employee purchased clothing is non taxable provided the amount is de minimis and the employer requests employees to wear such logo clothing for work purposes.  This does not apply to employer purchased clothing in which case the cost of the embroidery would be included in the taxable amount.  

Safety Equipment
Safety equipment is equipment provided to help the employee to perform their job in a safer environment.  Common examples of this include a hardhat or safety shoes.  Safety equipment is not taxable to the employee.  

Taxable
Employer Provided Clothing is typically a shirt with an approved logo and department name on it.  This type of clothing is given to personnel when it is deemed to be in the best interest of the department for this person to be identified with the department.  Provided clothing is not intended for wear outside of the work environment, but there is no specific limitation to this action.  


Policy

UWEX supplied uniforms are not normally considered taxable items by the Internal Revenue Service.  No specific reporting to the IRS is required as long as the determination of the uniforms can be adequately justified in accordance with the above three conditions.

Safety Equipment is non-taxable and non-reportable to the IRS.  Logo embroidery of employee purchased clothing is considered de minimis and non-taxable.  

The purchase of Employer Provided Clothing which is reportable for employees must be approved by a director or chair of a department or above.  The Employer Provided Clothing must be deemed a business necessity and not a reward for employees.   Once a determination is made for Employer Provided Clothing, the value of these items must be documented and added to the employee’s taxable income.  Clothing that is purchased for less than $10 will be considered de minimis and excluded from the employee’s taxable income.  Examples of de minimis clothing are T-shirts with the word STAFF printed on them that are provided to employees for a special event. 

Procedure
The determination to provide clothing must be approved by a director or chair of a department or above.  Purchases may be made by either PO request or PCard.  Staff must complete a copy of the request for purchase of clothing and obtain a director or chair of a department or above signature.   

Purchase Order:
In the process of making a request for reportable clothing, the attached form must be completed, signed as appropriate, and submitted to Accounting staff via e-mailed to uwexaccounting@uwex.edu.  The form must identify the employee name, employee ID number and corresponding value of the clothing being ordered for that employee.  The completed form must also be attached to the Purchase Request and the invoice when paid.

Accounting staff will enter the information into the W-2 system for inclusion in the employee’s tax reportable income.  

PCard:
[bookmark: _GoBack]PCards can be used for purchase of taxable clothing, but must be tracked and reported within the calendar year of the purchase. The PCard holder must complete the required form as attached, submit a copy to Accounting staff via e-mailed to uwexaccounting@uwex.edu, and note the purchase of clothing on the PCard.  A copy of the form must be attached to the PCard as documentation.  That PCard information must be submitted within the 1 week processing period after the PCard 2 week cycle to Procurement Staff in Business Services. 


