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IRS Determination on Wellness Incentives

 
 
The IRS made a determination this summer regarding the tax status of cash incentives and 
rewards from employer-sponsored health and wellness programs. This determination lead us to 
end the StayFit program July 31. 
 
The StayFit Rewards Program 

 
PEBB began the StayFit program in December 2015. The program rewarded PEBB members 
with $15 when they used their gym or fitness center at least eight times in a month. Eligible 
participants included employees and covered spouses or partners.  
 

Rewards as Taxable Wages 

 
The IRS concluded that all cash incentives or rewards for participation in an employer-sponsored 
wellness program, such as StayFit, are considered payment of wages. Wages are subject to 
employment taxes and income taxes. See a tax consultant if you have questions about income 
tax. 
 
Use of State Resources 

 
Implementing IRS tax requirements for this wellness program would take significant resources 
from PEBB and other state systems.  
 
Closing out the Program 

 
Through Sept. 15, current participants may submit documentation of qualifying visits made 
through July 31 for rewards processing.  Members who had not yet enrolled when the program 
ended were able to sign up by Aug. 15 and submit documentation of qualifying visits made 
through July 31 for rewards processing.  
 
 


