
December 2007
Can gift vouchers and presents for employees 
be financed from the Social Fund? 

In the pre-Christmas period many 
companies give their employees holiday 
presents or gift vouchers for use in 
selected stores. These gifts are frequently 
financed from the company social benefits 
fund. 

Presents, gift vouchers and the employer's 
social activities

In accordance with applicable law monies 
from the company social benefits fund (”social 
fund”) may be deemed as an employer's social 
activity if used for: 

various forms of relaxation – locally and 
    abroad,

cultural, educational, sports and recreational 
    activities,  

material or financial assistance,  and 
housing assistance in the form of loans 

    or grants. 

Financing holiday presents and gift vouchers 
for all employees does not, as a matter of 
principle, fall within the scope of the employer's 
social activity.

Presents, gift vouchers and social criteria 

When granting benefits from the social fund 
and determining the amount of those benefits, 
the employer must consider the cumulative 
social criteria, i.e. the living conditions, family 
and financial situation, of a person eligible to 
make use of the fund.  In practice, this means 
that the value of the presents and gift vouchers 
handed out should vary, depending on the 
above-mentioned three criteria as applied to 
each employee individually.  Consequently, the 
most well-off employees should not receive any 
benefits at all. 
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Who can inspect a company?

More than anybody else, trade unions may 
question whether money from the social fund 
has been spent correctly.  Any dispute will be 
heard by an industrial tribunal. If the money 
has not been spent in accordance with the 
regulations, and particularly if the social criteria 
have been bypassed, the tribunal will order the 
employer to repay it into the social fund.

The Labour Inspector may also conduct an 
inspection.  In doing so, it may draw attention 
to any incorrect expenses made and demand 
that the infringement be rectified.  It could 
also impose a fine on the employer. 

Is this the end of holiday presents for 
employees? 

No, because there is nothing to prevent an 
employer from purchasing the same gifts for 
all the employees from funds other than the 
social fund.  However, the tax aspect of those 
benefits should be kept in mind. Presents and 
gift vouchers financed from the social fund are 
exempt from personal income tax. Those same 
presents and vouchers financed from other 
employer funds will be deemed as taxable 
income for the employee.

1  The Act on the Company Social Benefits Fund of 4 March 1994 
  (Journal of Laws 1996, No. 70, item 335 with amendments)
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