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A L A S K A  S T A T E  L E G I S L A T U R E

House of Representatives

R EP R E S E N T A T IV E  N O R M A N  R O K E B E R G . C H A IR M A N  
R EP R E S E N TAT IV E  JO H N  C O W D E R Y . V IC E  C H A IR M AN  
R EP R ESEN TAT IV E  BILL H U D S O N  
R EP R ESEN TAT IVE  JO E  R YAN  
R EP R E S E N TAT IV E  JE R R Y  S A N D E R S  
R EP R ES EN TAT IV E  T O M  BR ICE 
R EP R ESEN TAT IV E  G E N E  KUBINA 
C O M M ITTEE  H EAR IN G  R O O M  17 S T A T E  C AP ITO L

COMMITTEE MEMBERS:

Labor and Commerce Committee

INTERIM :
716 W E S T  4TH  A V E N U E . S U IT E  840 
A N C H O R A G E , AK  09501 
P H O N E : (907)258-8191 
F A X :  (907)258-2916

S E S S IO N :
S T A T E  CAP ITOL. R O O M  24 
JU N E A U . AK  99801-1182 
PH O NE : (907) 46M954 
FAX : (907) 465-2040

T A L K I N G  P O IN T S  
H O U S E  B IL L  237 

T IP  C R E D IT S

T h e  b i l l  does no t decrease anyone 's  w age.

N o  e m p lo yee  w i l l  earn le ss  than  m in im u m  w age (d a ily  re p o rt in g  m anda ted  by  
IRS).

43 o the r states u t i l iz e  t ip  cred its.

Fede ra l L a w  a llo w s  t ip  c red its  and  has s in ce  the Jo h n so n  A d m in is t ra t io n .  T h e  
fe d e ra l cash  w age is  $2.13 p e r hour. T h e  fe d e ra l la w  recogn izes  that t ip s  are part 
o f  co m p e n sa t io n  fo r  t ip p e d  em p loyees  - w ith  t ip s  o fte n  e xceed ing  $ 1 0  an  h o u r  — 
and  that a m in im u m  w age in crease  is  n o t in te n d e d  to ra ise  the co m p en sa t io n  o f  
e m p lo yee s  a lre a d y  m a k in g  $ 1 0  an h o u r  o r m ore.

T h e  fe d e ra l la w  ra ised  the p ay  o f the h ig h e s t p a id  em p loyees  in  som e in d u s tr ie s ,
e.g., re stau ran t servers m a k in g  $9 to $25 p e r hour.

C u r re n t d is p a r ity  in  restau ran t in d u s t ry  b e tw een  "b a ck  o f  the house  (non  t ip p e d  
em p loyees)"  ( ty p ic a lly  p a id  ove r m in im u m  wage) and  " fro n t o f  the h ou se  
(t ip p ed  em p loyees)".

B i l l  w o u ld  in crease  a restaurant em p lo ye r 's  a b i l i t y  to  ra ise  p ay  o f "b a ck  o f  house" 
peop le .

Som e in d u s tr ie s , su ch  as restaurants, operate  on  ve ry  s lim  p ro f it  m arg in s , 5% to 
7.9%.

• In o rd e r to generate s u f f ic ie n t  in com e  to p a y  em p loyees  and  m ake  a sm a ll p ro f it ,  
a la rg e r  restau ran t has a 10 to 1 sa le s  to bo ttom  lin e  ra tio . T e s t im o n y  b e fo re  the 
H o u se  L a b o r  &  C om m erce  C o m m itte e  revea led  that revenu es  w o u ld  have  to 
in crease  $400,000 to p ay  the $40,000 increase  m andated  by  a $0.40 p e r h o u r  w age 
increase.



T a lk in g  P o in ts
H o u se  BUI 237
T ip  C red its
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• M a in te n a n ce  o f  b en e fits  p ro v id e d  b y  em p lo ye rs  to em p loyees are je o p a rd ized  b y  
the u n ila te ra l 18.9% in creas°  (the last m in im u m  w age  in crease  and  the 1997 
m in im u m  w age increase) in  em p loyee  wages.

• H B  237 es tab lish es  a f lo o r  o f $5.25 and  the d iffe re n ce  be tw een  that an d  the fed e ra l 
m in im u m  w age w o u ld  be A la s k a 's  t ip  cred it. A s  the fe d e ra l m in im u m  w age 
goes up , so w o u ld  the t ip  cred it; how ever, n o  em p lo yee  w o u ld  ever be p a id  le ss  
than  A la s k a 's  m in im u m  w age (federa l m in im u m  w age  p lu s  50 cents an  hour).

• B i l l  does no t p reven t co lle c t iv e  b a rg a in in g .

• I n a b il it y  o f  m arke t to bear m ore increases in  costs to o ffse t ra is in g  m in im u m  
wage.

• W ith o u t  th is  b i l l ,  em p lo ye rs  w i l l  face in creased  b u rd e n  o f  ra ises in  c o n tr ib u t io n s
to F IC A ,  u n e m p lo y m e n t in su ran ce  and  w o rke r 's  com pensa tion . It m ust be
rem em bered  that cu rren t ly  em p loye rs  p a y  these item s an d  o the r taxes based  on  
t ip s  as w e ll as cash w ages.

• A la s k a  has ove r 1 , 0 0 0  b u s inesses  e ffected  b y  th is  le g is la t io n  (e.g., A n ch o rag e  has 
ove r 400 restaurants).

• T h is  b i l l  is  su pp o rted  b y  C H A R R ,  A R B A ,  the A n ch o rag e  C h am b e r o f  Com m erce , 
and  sm a ll b u s in e sse s  th rough ou t the state.

P repa red  by: Rep. N o rm an  R okebc 
C h a irm a n , H o u se  L a b o r  &  C om m erce

C o m m itte e  
E D  1:4/18/97
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April 16, 1997

The Honorable Norman Rokeberg 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, Alaska99801-I t 82

Dear Representative Rokeberg,

The Alaska Cabaret, Hotel, Restaurant and Retailers Association (CHARR) completely 
supports the tip credit legislation, HB 23'

All Alaskan restaurant operators with tipped employees will benefit greatly with the 
passage of HB 237 The recent and future increase in the federal minimum wage creates 
additional operation cost for Alaskan restaurants The passage o f HB 237 will help ensure 
lower operation cost and a prosperous future for the Alaskan restaurant industry.

We appreciate your support and consideration of this vital legislation

Sincerely, r

Mary Beth Whitehurst 
Interim Director 
CHARR
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Anchorage • Star of tlx North 
Cham ber o i Com m erce

A p r il 18,1997

Rep. N orm  Rokeberg 
A la sk a  State Leg is la tu re  
S tate  C ap ito l 
Juneau , A la ska  
Fax: 1-907-465-2040

D ear Senator Leman:

T h is  fa ll the Anchorage Cham ber o f Commerce Board  o f D irectors passed on 
to the A la ska  S tate  Cham ber o f Commerce our recommendations fo r 1997 
Leg is la tive  P r io r it ie s . Am ong our recommendations was the issue o f "tip  
c re d it"  W e feel th a t the changes to A la s k a  Statute regard ing  "tip  c red it” 
m akes good business sense. These changes w ill a llow  the treatm ent o f  tip s  to 
be the same fo r both tax and wage purposes.

W e hope th a t you w ill support these changes through passage o f the 
necessary changes to the A la ska  Statutes.

T h a n k  you fo r your consideration.

S incere ly,

4 4 1  W e s t  5 l b  A v e n u e ,  S r i i t e  3 0 0 ,  A n c h o r a g e ,  A l a s k a  9 9 S 0 I - 2 3 0 9  ( 9 0 7 )  2 7 2 - 2 401 F A X  ( 9 0 7 )  2 7 2 - 4 1 1 7

F o u n d e d  1 9 1 5

C aro l Heym an 
Pres iden t

*# TOTAL PAGE.001 *#



m  \ i ^ + n b u k c /  b o ) •

'"»>*•-«• TUp. £. S**. /vud<,'f:
T^'S l ^ . i l o f u r *  <6 c e r f o .n l^  0oLf  ,*  L e f f  C i 'd j f .  "T^* t j ( ( s
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(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF I EGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M A p ril 24,1997

S U B JE C T : Explanation o f the employer's minimum wage obligation in proposed 
A S  23.10.065(d) (HB 237 - minimum wages for tipped employees)

TO : Representative Norman Rokeberg, Chair 
House Labor and Commerce Committee 
Attn: Janet Seitz

F R O M : Teresa B. Cramer 
Legislative Cot sel

You have asked for an explanation o f how A S  23.10.065(d), enacted by sec. 3 o f  H B  237, 
works. The subsection states:

(d) An  employer must pay a tipped employee a minimum wage o f 
at least $5.25 an hour and, i f  the employee does not receive an amount in 
tips that is sufficient to increase the employee's wage rate to the minimum 
wage under (a) o f this section, the additional amount necessary to raise the 
employee's wage to the minimum wage under (a) o f  this section.

Under this subsection, for tipped employees, an employer must pay a minimum wage o f  at 
least $5.25 an hour. I f  the state minimum wage established under subsection (a) is $5.25 an 
hour or less, then that is the employer's only minimum wage obligation. However, i f  the 
state minimum wage under subsection (a) is greater than $5.25 an hour, then the employee 
is entitled to receive compensation (composed o f the employer's $5.25 an hour plus the 
employee's tips) equal to the state minimum wage. I f  the employer's $5.25 an hour plus the 
employee's tips w ill not be enough to make the employee's total compensation (o f tips and 
pay) equal the state minimum wage, then the employer must pay the employee the amount 
needed so that the employee's compensation does equal the state minimum wage.

An  example may help: suppose the state minimum wage under A S  23.10.065(a) is $7 an 
hour. For tipped employees, employers must pay $5.25 an hour as the basic minimum wage. 
The difference between the state minimum wage and the base minimum wage for tipped 
employees is therefore $1.75 an hour. For employees who earn at least $ 1.75 an hour in tips, 
the employer w ill not have to pay any minimum wage supplement. For employees who earn 
only $ 1 . 0 0  an hour in tips, the employer w ill have to pay a minimum wage supplement o f 
$.75 an hour so that the employee's total compensation from employer pay and tips equals



the minimum wage o f  $7.00 an hour ($5.25 basic tipped employee m inimum wage, $1.00 
an hour in tips, plus $.75 minimum wage supplement from the employer).

Please let me know i f  you have additional questions on this matter.

TC:jdr
97-296.jdr

Representative Norman Rokeberg
April 24, 1997
Page 2
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The Pump House
795 Chena Pump Rd. 
P.O. Box 80545 
Fairbanks, Ak. 99708

To: Rep. Jeanette James
Company:
Fax number: +1 (907) 465-2381
Business phone:

From:
Fax number: 
Business phone: 
Home phone:

Date & Time: 
Pages:
Re:

BILL BUBBEL 
+1 (907) 479-8432 
907-479-8452

4/29/97 5:02:09 PM 
2
HB 237

Representative James, .

I thank you for sponsering HB 237. This has been needed for a long time. Most states give 
credit to the minimum wage if you have tipped employees. My employees make more than I do 
averaging $25.00 per hour in tips alone.

I do see a shortcomming in your bill and that is the accounting and verification of an employees 
actual tips on a daily basis. As you know, not all tips are reported, nor are they verifiable, 
therefore I forsee major altercations between employer and employee over the amount of their 
wage.

Most states overcome this problem by giving a credit for a set amount to offset the minimum 
wage, for example a credit of $2.50 per hr if you are tip compensated employee. You might 
consider this as a fall back position on your bill if you can' get it thru committee or getting to 
much heat from the public.

I would be willing to assist you in any way. Don't hesitate to call.



Sincerely,

h. Bill Bubbel 
The Pump House





I f  y o u  a r e  a n  e m p l o y e r  i n  

t h e  f o o d  a n  d  b e v e r a g e  i n d u s  t r y ,  

t h i s  g u i d e  i s  f o r  y o u .

The Internal RevenueScrv ioc (I IIS) began its 
'I'ip Hale Del cm i ii i a I ion/lull i ca I i or i Program (Tli D/HP) 

in Oetober 1993 for Ihe food and beverage industry. 
The  objective o f tbe Program  has been to im prove and 
ensure com p liance  by em ployers and em ployees w ith 

statutory prov is ions re lating to tip income.

T h e  P r o g r a m  o f  

T i p  R e p o r t i n g

Wlint lip reporting option* are 
available?

■ "'ip Halt- D ete rm ina t io n  A greem ent 
('1*1 .DA)

■ T ip  d e p o r t in g  Alternative C o m m it­
m en t  (THAU)

■ C o n tinu e  s ta tu s  (pin, i.e., do no m o ro  
than  yon a r e  d o ing  now

■ Kxaminatinn of Tip Income deporting

U n d e r  the Tip Itnlr Dclrrniiiuilitin/ 
IM uailitm  I’n w a m  (THD/ICI’), the 
em p loy er  may e n te r  into e i th e r  Ihe 
Till)A o r  THAU a r r a n g e m e n t .  T h e  IHS 
will assist app lican ts  in u n d e rs ta n d in g  
and  m ee t in g  Ihe retp iiren ie i i ls  lor 
parlie ipalion . T h e  next pag es  sh ow  
how  these  two a r r a n g e m e n t s  differ.

I hr does tbe program benelit 
the employer?

Ii No suhse ip ien l lip ex am ina t io n  as 
long a s  a THD.-I m TII.K.' a r r a n g e m e n t  
is in r l leet

■ E m ployer  credit a l lo w a n c e  Cor MCA 
taxes paid on lips repor ted  by e m p lo y ­
ees in excess  o l ' th e  m in im u m  w age

■ C o m p lian ce  with Ihe  law

llmv does the program benelit 
the employee?

■ (!re a le r  social security  heneli ls

■ Increased  p roo f  o f  i iconic  w h en  
app ly ing  for m o r lg a g i . ear, an d  o th e r  
loans

■ Increased  u n em p lo y m en t  heneli ls

■ Increased  re t i rem en t  plan eonlr i lm - 
tions (if  applicable)

■ Increased  w orke rs '  c o m p ensa t io n

■ No su b seq u e n t  lip ex am in a tio n  is 
im posed  a s  long a s  tern s o f  Ihe a r ­
ran g em en t  have been met an d  all lips 
have been reported



T R D A  v s .  T R A C

Tit l)A TltAC

T it  DA r e q u i r e s  l l i r  l l tS  lo w o r k  willi  
Hie e s l i ih l is l im eu l  lo a rrive ,  at a l ip  r a le  
lo r  Hie v a r io u s  r e s l a u r a u l  o e c n p a l io u s .

T l tA C  d o e s  no t  r e q u i r e  l lia l  a l ip  r a le  
h e  e s t a b l i s h e d  h u t  it d o e s  r e q u i r e  Ihe  
e m p l o y e r  lo:

■ e s t a b l i s h  a p r o c e d u r e  w h e r e  a d i r e c l ly -  
l ip p e d  e m p l o y e e  is p r o v id e d  ( n o  le s s  
t h a n  m o n lh l y )  a w r i t l e u  s t a l e m e u l  ol' 
c h a r g e d  l ip s  a t t r i b u te d  lo t h e  e m p lo y e e .

■ i m p l e m e n t  a  p r o c e d u r e  fo r  t h e  e m ­
p lo y ee  to ve r i ly  o r  c o r r e c t  a n y  s t a t e m e n t  
ol' a t t r i b u te d  tips.

is  a d o p t  a  m e t h o d  w h e r e  a n  i o d i r r e i ly -  
l ip p e d  e m p l o y e e  r e p o r t s  h i s  o r  h e r  l ip s  
(n o  less  t h a n  m o n th ly ) .  T h i s  c o u ld  i n ­
c lu d e  a  s t a t e m e n t  p r e p a r e d  by th e  e m ­
p lo y e r  a n d  ve r if ied  o r  c o r r e c te d  by th e  
e m p l o y e e .

■ e s t a b l i s h  a  p r o c e d u r e  w h e r e  a  w r i t t e n  
s t a l e m e u l  is p r e p a r e d  a n d  p r o c e s s e d  (n o  
le s s  t h a n  m o n th l y )  r e l l e c l in g  all  c a s h  t ip s  
a t t r i b u t a b l e  lo s a l e s  o f  t h e  d i r e e l ly - t ip p e d  
e m p lo y e e .

T it  DA r e q u i r e s  Ihe  e m p l o y e e  lo e n t e r  
in to  a  Ti/i/ial r.m /iliiyir Piirtiri/nilion 

. Ifiirrin rn l (T H I '.I)  w i th  Ih e  e m p lo y e r .

T l tA C  d o e s  n o t  r e q u i r e  a n  a g r e e m e n t  
b e tw e e n  Ih e  e m p lo y e e  a n d  Ihe  e m p lo y e r .

T it  DA r e q u i r e s  Ihe  e m p l o y e r  lo gel Tfi'i'n T l tA C  a l le e ls  all  (100% ) e m p lo y e e s ,
o f  Ih e  e m p lo y e e s  lo s ig n  77v'III.* a n d  
re p o r t  at o r  a b o v e  Ih e  d e t e r m i n e d  ra le .

Til DA

T it  DA p r o v id e s  Dial if  e m p l o y e e s  fail lo 
r e p o r t  al o r  a b o v e  Ih e  d e t e r m i n e d  ra le ,  
Ihe  e m p l o y e r  wil l  p r o v id e  Ih e  n a m e s  o f  
th o s e  e m p lo y e e s ,  l l i e i r  so c ia l  s e c u r i ty  
n u m b e r s ,  jo b  e la s s i l i e a l io u ,  s a le s ,  h o u r s  
w o r k e d ,  a n d  a m o u n t  o f  l ip s  r e p o r te d .

T it  DA h a s  n o  sp e e i l i e  e d u c a t i o n  
r e q u i r e m e n t .

T it  DA p a r t i c ip a t i o n  a s s u r e s  Ihe  e m ­
p lo y e r  th a t  p r i o r  p e r io d s  wil l  no t  he  
e x a m i n e d  d u r i n g  t h e  p e r io d  tha t  Ihe  
TUD.t is in elfeel.

T it  DA r e s u l t s  in Ih e  m a i l i n g  o f  a  n o t ic e  
y r r  lo r  th e  

e m p lo y e )  p o r t io n  o f  KICA tax e s  on  
u u r c p o r l e o  t ips  d e t e r m i n e d  fo r  Ih e  s ix-  
m n u lh  p e r io d  u s e d  lo s e t  Ihe  l ip  ra le ( s ) .

T it  DA p r e v e n t s  e m p l o y e r  (o n ly )  
a s s e s s m e n t s  d u r i n g  Ih e  p e r io d  llial 
Ihe  a g r e e m e n l  is in elleel.

T ltA C  p r o v id e s  llial i f  Ihe  lip r a le  d o e s  
no t  i m p r o v e  co llec t iv e ly ,  Ih e  7Vf.!('. 
m a y  b e  re v o k e d .  If  r e v o k e d ,  Ihe  e m ­
p lo y e r  c o u ld  h e  a ib je e l  to a  TKD . I  o r  
lip  e x a m i n a t io n .

T l tA C  i n c l u d e s  a c o m m i t m e n t  by Ihe  
e m p l o y e r  lo e d u c a t e  a n d  r e e d u c a t e  
q u a r t e r ly  a l l  d i r e c l ly  a n d  in d i r e e l ly -  
l ip p e d  e m p l o y e e s  a n d  n e w  h i r e s  o f  
t h e i r  s t a tu lo r y  r e q u i r e m e n t  to re p o r t  
a ll  l ips  to l l ie ir  e m p lo y e r .

T l tA C  i n c l u d e s  Ih e  s a m e  ru les .

T l tA C  h a s  n o  v a l id a t io n  p e r io d .  
T h e r e f o r e ,  n o  n o t ic e  a n d  d e m a n d  is 
a p p r o p r i a l e .

T l tA C  c o u ln i u s  a s i m i l a r  p ro v is io n .

^



E x a m p l e  o f  

a  T R A C  S  t a t e m e n  t

Tin* fo l lo w in g  is mi c x n iu p lo  o f  a s t a t e m e n t  llial a n  e m p l o y e r  c a n  u s e  a s  r e q u i r e d  
in llie T l tA C  n r r n n g o i n e n l .  'I 'l iis T l tA C  Slalenic.n l  is « iv en  lo m i e m p l o y e e  s h o w i n g  
lips  n l l r i lm le d  lo h i m / h e r .  T h i s  e .vnm ple  n o t  o n ly  tull iHs Ih e  s ln t e m e n l  r e q u i r e d  
lo r  c h a r g e d  l ip s  Iml e n c o m p a s s e s  in t l i r e c l ly - l ip p e d  em ployee ,  r e p o r t i n g  a n d  Ihe  

r e p o r t i n g  o l d i s h  lips.

llilo"

K m p l o y e r  P o r l i o n

Employee  Name:
Kmployec Address:

Oily, Slale, /.ip:
Employee SSN:
Joli Category:

I tes lauran l  Name: 

e m p lo y e r  KIN:

Iteporl Period:

( iross  Sales 
C harged Sales w /T ips

C harged Tips _______

Charged  T ip  Hale___________ ________
Sales Sulijeel lo Cash T ips  $ 4,001).

M ark  D o e _____________
123 Mala  S lree l_______

A ay Town. USA 12345 

nort-oo-oooo___________
Koud St rve r___________

AltC Bar & (trill_______
(lO-(l(IOI)OOO
0 I/O 1/90-01/31/90

$2,000.
$ 280.

K in p lo y c e  P o r t i o n

Cash T ips_________________________________
Cash Tip Uali'     Ui%_

Tips Shared  w/Otlicrs
N am e:  .lot) Category:
.loliimy N o o a m e  l ln s se r

Tnlal

T ips l leeelved IVnin O thers
N am e:  Job  Category:
Susie  Cue  _  Cocktail

Total

$ 5 2 0 .

A m m m l:
$ 120. 
(120.).

A m m m l:  
$ l(M>. 

100.

$ 7H0.Net l ip s  Kept a n d  r e p o r t e d : ___________

Kiuplnyee S igna lure: f f y u f c T k '  Dale:

K m p l o y e r  n i l s  o u t  t o p  
p o r t i o n .

C ro ss  Sales: only  iaelude. 
I'ood & d r ink  a inoua l .
Do m il inc lude  tax, lip, 
o r  nonfood /d r ink  items.

C harged  Sales: inc lude  
charged  sa les  that show  
a lip on  food & d rink  
n m o u n is  only. Do not 
i ae lu d e  lax, lip, o r  nonfood /  
d r in k  items. (A charged  
sa le  with  no lip is inelml d 
as  a cash  sale.)

K m p l o y c c  lilts o til  
h o l l o u i  p o r l i o n .

An indireelly-iipped e m ­
ployee would  only receive 
(from Ihe em ployer)  llie 
“title" porl ion  o f  s ta lem eu l  
lilleil oul,  u n less  em ployer  
cap tu red  "lips sh a re d  \v/ 
o thers"  iururmnlimi from 
Ihe directly-lipped e m p lo y ­
ees TltAC Stalem eul and  
show ed  it a s  “ lips received 
from others."

Kmployec signs .slnlcmcnl 
and  gives a copy In e m ­
ployer, re la in ing  a copy 
lor  h i s /h e r  records.  T h is  
s ln lcm cn l  would satisfy 
em ploye r’s req u irem en t  
u n d e r  the  TltAC a r r a n g e ­
m e n t  a n d  llie em ployee’s 
re q u ire m e n t  u n d e r  Ihe law.

I i o w  T o  G e t  

Y o u r  P r o g r a m  U n d e r w a y

limy To Apply
To e n l e r  in to  o n e  o f  Ihe  a r r a n g e m e u l s ,  
s t ih m i l  a n  a p p l i c a t io n  I d l e r  lo y o u r  
a r e a  I US Chiel', K x a m in a l in n /C o m p l i -  
a n e e  D iv is ion ,  Altu: T ip  C o o rd in a to r .  
T h e  T ip  C o o r d i i i a lo r  c a n  p r o v id e  a 
I d l e r  f o rm a l  a s  w e l l  a s  e x te n s iv e  
i n f o r m a t io n  o n  Ihe  tw o  s e p a r a t e  a r -  
r a n g e n ic n l s ,  C h e e k  y o u r  t e l e p h o n e  
d i r e c to ry  fo r  l lie  I IIS o l l lc c  in y o u r  
a r e a .  T h e y  c a n  p r o v id e  l lie  m a i l in g  
a d d r e s s  o f  Ih e  T ip  C o o rd i i ia lo r .

Who Should Apply
All e m p lo y e r s  w i th  e s t a b l i s h m e n t s  
w h e r e  l ip p in g  is c u s t o m a r y  s h o u l d  
re v ie w  l l ie i r  o p e r a t io n .  T h e n ,  i f  it is 
d c l c r m i n e d  llial t h e r e  is o r  l ias  b e e n  
a n  u n d e r r e p o r t i n g  o f  lips ,  Ih e  e m p l o y e r  
s h o u l d  a p p ly  l o r  o n e  o f  I h e  tw o  
a r r a n g e m e u l s  u n d e r  Ih e  TIUJ/K IK

e m p l o y e r s  c u r r e n t ly  w i th  Ihe  Tit Del in 
e l l 'ed  m ay  r e v o k e  llie a r r a n g e m e n t  a n d  
s i m u l l a n e o u s ly  e n t e r  in to  a  Tit el (I.

When to Apply
An e m p l o y e r  m a y  a p p ly  fo r  e i t h e r  o n e  
o f  l l ie  I w o  a r r a n g e m e u l s  al a n y  l im e .  
T h e  d i e d i v c  d a l e  o f  Ih e  a r r a n g e m e n t  
is d e l e r m i n e d  by r e c e ip t  a n d  h a n d l i n g  
o f  Ih e  e m p l o y e r ’s  a p p l i c a t io n .

'I ' l l I I I  is d l e d i v e  a s  o f  Ihe  dale. Ihe  
MIS D istr ic t  D i r e c to r  s i g n s  t h e  a r r a n g r -  
m ei i l .

Til."/!; is g e n e r a l l y  d l e d i v e  : s  o f  Ih e  
Mrs! day  o f  Ih e  q u a r l e r  fo l low ing :

- s u b m i s s i o n  o f  a  '/'/f.7C‘a p p l i c a t io n  
iTthe  a p p l i c a t io n  is s u h m i l l c d  p r i o r  lo 
J u n e  I, I !)!)(>, or

-  Ihe  d a le  Ihe  D is t r ic t  D i r e c to r  s i g n s  
Ihe  a g r e e m e n t  If Ih e  a p p l i c a t io n  Is

l or More Information

The following is a list of many MIS 
forms and puhliealions relating lo lip 
income reporting llial can lie ordered 
by calling I-80()-H2!)-3(i7(i.

I’u b  505 -  Tax U illd in ld inp  and 

Estimated Tax

Poll  531 -  Itc/mrlinp Tip laconic

P u b  1244 -  Employee's D a ily  Uccnnl o f 

'Dps and Iteporl lo Employer. T h is  publi­
cation includes Korin '1070, Employee's 

Iteporl o f Tips lo Employer, a n d  l 'b r in  
■I070A, Employee's D a ily  Hee.ord o f Tips.

Kurin 9 4 1 -  Employer's Quarterly Eedernl 

Tax Iteturn

I 'o rn i  lll'IOKS -  Estimated Tax fo r  

Individuals

Kurin 4137 -  Social Security m ul M edi­

care. Tax on llnrcpnrled l ip  Income.

Korin HII27 -  Employer's elnnmil Informa­

tion i f  Tip Income and .-lllnrnlrd 'Tips

Korin IV-2 -  I Tape, and Tax Slalemeal





I f  y o u  w a i t  t a b l e s ,  

b u s  t a b l e s ,  p a r k  c a r s ,  b a r t e n d ,  

s e r v e  c o c k t a i l s ,  d e l i v e r  f o o d ,  o r  

e n t e r t a i n ,  t i n s  g u i d e  i s  f o r  y o u .

As an em ployee o l'a food and beverage establishm ent, 
the tip incom e you re c e iv e -  w hether it’s cash o r inc luded  in 

a c h a rg e - is  taxable incom e. As incom e, these lip s are subject 
to federal incom e lax, soeia l security  and M ed ica re  taxes, 

and may he subject to stale incom e lax as w ell.

The  Internal Revenue Service  (ll\S) has prepared 
this gu ide to aid the em ployee who may need answ ers to 

lip  incom e reporting  questions.

What lips do 
I have to report?

Do I have to report till my tips to 
my boss?

11* you received $20,0') or more in tips 
in any one month, you should report 
all your lips to your employer so that 
federal income lax, soeial senil ity 
and Medicare taxes, and maybe stale 
income tax can he withheld.

♦

Do I have to report till my lips on 
my lax return?

Yes. All lips are income and should lie 
repurled on your tax return.

♦

I was told that I had to report only 
eight percent (N%) of my total sales 
as tips. Is this true?

Nn. You must report to your employer 
all (100%) ofyour lips except for the 
tips from any mouth that do nut total at 
least $20.00. The 8% allocation rule is a 
requirement placed on the employer.

Here's him) the ,Y% rule mnrlts:
Thu employer has to determine if the 
employees have reported tips in the 
aggregate ol id least 8% of the establish­
ment's gross sales subject to tipping.
To pul it another way, the employer 
adds all the establishment's gross 
receipts (sides where tipping is in­
volved). Then the employer ligures 8% 
ul llial number. If all llic employees' 
reporled-lips total less Ilian that 8% 
figure, the employer ligures out the 
dill'crence between what the employees 
reported and the 8% amount. The 
employer then allocates that dill'ernice

oil iImiwwI enutlouiKic ll'iin

employee reported less Ilian the allo­
cated amount In the employer, lliiil 
allocated amount will appear nn the 
individual's Korin W-2. Uu/ie and Her 
Statement, in the box tilled Alliienteil 
'I'iIts.

«►

Sometimes I don’t gel tips directly 
from customers, but rather from 
another employee. Do I need to 
report those tips?

Yes. Kmployees who are indircelly- 
lipped by another employee are re­
quired to report “lip outs.” (Kmployees 
sometimes disluirse tips out of their 
earned lips to another employee.) He- 
mcmhcr, all tips are taxable income.

❖

Do I have to report tip-nuts that I 
pay to indirectly-tipped employees?

If you are a dircclly-lippcd employee, 
ymi should report to your employer only 
the amount of lips you retain. Maintain 
records of lip-nuts with your other lip 
income (cash tips, charged lips, split 
lips, tip pool).



W h a t  r e c o r d s  

d o  I  n e e d  t o  k e e p ?

VVImt type* «l‘records do I have 
to keep?

Von must keep a running daily log of 
all your tip income. Publication 1244, 
liai/iloyrr.'s Daily Uncord <\flips and 
Itrparl lo Employer, allows you to 
record your lip income for one year. 
'I'lte. publication includes Form 4070, 
Employee's llcpnrt af Tips to liniploycr, 
and Form 4070A, Employee's Daily 
decord of Tips. Tills Id 1 has spacing 
lor you lo log your name, the employer’s 
name and address, dale lips were 
received, dale ol enlry, tips received, 
lips paid out, and name of employee 
paid. For a copy of Ibis Ircre publication, 
call llic IPS al 1-800-820-3(570. Your 
daily log would be your only record 
acceptable, lo llte IKS in the evenl of 
an MIS eMuniualion.

❖

VVIiiit can happen if I do not keep 
a record of my lips?

Ifil i.\ determined in an e.vaminalion 
that you underreported your lip income, 
Ihr HIS will assess the taxes you owe 
based on Hie best available records of 
your employer. Tip income adds up. 
llnderreporliug could result in your 
owing substantial taxes, penalties, 
and inleresl.

\ \\

If I report all my tips to my 
employer, do I till have to keep 
records?

Yes. You should keep a daily log of your 
lips so that in ease of an examination, 
you can substantiate the actual amount 
or tips received. There are a number of 
reasons that you might need records:

■ Your return could be randomly 
selected for a federal income lax ex­
amination. The examiner would look 
for underreporting or income. For 
example: Your Form 10-10, U.S. Indi­
vidual laconic, Tax lift urn, establishes 
that you have your own home, two 
ears, and three exemptions, and your 
Form W-2 shows that you earned only 
$ 10,000 in income. This scenario may 
require an examination.

■ A tip examiner could review your 
employer’s books and records. The 
examination could reveal unreporled 
lip income that you may later need lo 
verify.

■ An Internal Itevcnue Service Center 
may run a match of your income infor­
mation from your Form 1010, U.S. 
Individual laconic Tax deturn, with 
the income information from your 
Form W-2. IIThrsc ligures do not 
match, you could receive a notice 
about the discrepancy and a possible 
examination of your return.

H o  w  d o e s  t h i s  a f f e c t  m y  

i n c o m e  t a x  f i l i n g ?

*

I forgot to report my tip income to 
my employer, but I remembered to 
record it on my federal income lax 
return. Will that present a prob­
lem?

If you do not report your lip income lo 
your employer, but you do report the 
tip income on your federal income lax 
return, you may owe a 50% social 
security and Medicare tax penally and 
be subject to a negligence penally and 
possibly an estimated tax penally.
When you don’t report your tips to your 
employer, it places your employer at 
risk of possible assessment of the 
employer’s share of social security and 
Medicare taxes.

*

If t report all my lips but my taxes 
on the tips are greater than my 
pay from my employer, bow do 
I pay llic remaining taxes?

You can either pay the lax when you 
lile your federal income lax return 
or you can reach into your lip money 
and give some lo your employer to be 
applied lo those undcrwllhheld taxes. 
The employer will then record these 
taxes and yon will get credit on your 
Form W-2. Ifyou v fit lo pay when you 
tile your return,you may lie subject 
loan estimated tax penally. ,

What can happen if I don’t report 
my tips to the IltS?

If Hie IHS determines through an ex­
amination that you underreported your 
lips, you could be subject lo additional 
federal income lax, social security and 
Medicare taxes, and maybe state in­
come tax. Also, a penalty of 50% of Hie 
additional social security and Medicare 
taxes, and a negligence penally ol'20% 
of the additional income lax, plus 
interest may apply.

*

Wlmt’s in it for me if I report all my 
lip income?

There are many good reasons why you 
want to report all your lip income:

■ increase in social security benefits 
(the more yon pay, the bclteryour 
benefits)

■ Increase in unemployment eompen- 
saliou benefits

■ Increase your employee pension, 
annuity, or <101 (k) participation

d Improve credit standing for loans 
(home, ear)

■ Compliance with the tax law and 
avoidance of an examination and 
possibly increased taxes, penalties, 
and interest owed



W h a t  i s  t h i s  c o m p l i a n c e  

p r o g r a m  I ’ v e  h e a r d  a b o u t ?

My employer has entered into a 
compliance agreement with the 
IMS concerning; lips. Wliat is this?

The Tip Hale Dcterininalinn/Education 
Program created in 1903 is a national 
program used in all stales. The em­
ployer has the option to enter Into one 
of two arrangements under this pro­
gram: the Tip Hale. Determination 
Agreement (Tltl)A) or the Tip Itepnrl- 
ing Alternative Commitment ('titAC) 
(created in June 1995). You can ask 
your employer tor more information 
alioul this program.

♦

TRDA
What ir my responsihility, as 
an employee, under the Tip Hate 
Determination Agreement'}

You are required to file your federal 
lax returns. You must sign a 7ip/ted 
Employee Participation Agreement 
proclaiming that you are participating 
in Hie program. The employer, as a 
participant in the 771/7/1, has agreed 
with the IMS lo a lip rate liir the. 
employer’s establishment. To slay a 
participating employee, you must 
report lips al or above tile lip rale 
determined by the agreement. Kurt her, 
as part lit the 771/7.1 arrangement, the 
employer is required lo report your 
name, soeial security number, the 
hours worked or sales made, your job 
classification, and your reported lips to 
the IIIS Ityou (lo not report tips al or 
above the determined lip rale.

TRAC
What is my responsibility, as an 
employee, under the 77/; Deporting 
A Item alii >e Com mil men I ?

Directly-lipped employee:

■ Your employer will furnish you a 
written statement (al least monthly) 
rellecllug your charged lips.

■ You are lo verify or eorreel this 
statement.

■ You are lo indicate the aiuotml of 
cash tips received.

■ When reporting your cash lips, you 
should remember that there is a corre­
lation between charged tips and cash 
lips.

(Your employer may be able lo inform 
you or the establishment's charged 
sales to cash sales ratio. For example, 
if the establishment is 50% charge 
and 50% cash, and you received and 
reported .$100 in lips on charged 
receipts, it is reasonable to believe 
that you should be reporting close to 
$100 in cash lips.)

■ You may lie asked lo provide the 
name and amount of any lip-outs to 
indirectly-lipped employees.

Indirectly-lipped employee:

■ You are required to report all your 
lips to your employer. If I be establish­
ment has Hie directly-tipped employee 
provide the name and amount of lips 
shared with you, the establishment 
could provide you with a statement of 
tips lliiil you would need lo verify or 
eorreel.

I s  t i p  r e p o r t i n g  u n i q u e  t o  t h e  

f o o d  &  b e v e r a g e  i n d u s t r y ?

Does lip income reporting apply 
only to the food and beverage 
industry?

No. Anyone who receives lip income 
is required by law lo report it lo his or 
her employer. The Tip Hale Determina­
tion/ Education Program (THD/EP) 
was first promoled in the gaming 
industry (casino industry) in Das Vegas, 
Nevada, and has spread to the food and 
beverage industry. Other industries 
that receive tips include beauty parlors, 
barber shops, taxi companies, and 
pi/./.a delivery establishments.

♦

Why should I report my lips to 
my employer?

When you report your tip income lo 
your employer, Hie employer is re­
quired lo withhold federal income lax, 
social security and Medicare taxes, and 
maybe stale income lax. Tip reporting 
may increase your social security 
credits resulting in greater social 
security benefits when you retire.

Tip reporting may also increase other 
benefits lo which you may become 
entitled, such as unemployment ben­
efits or retirement benefits. Addition­
ally, a greater income may improve 
financing approval for mortgage, ear, 
and other loans.

o

Why has tip reporting become 
such tin issued

To report all lip income has always 
been the law. The IIIS has put greater 
emphasis on reporting lip income over 
the past lew years because a significant 
number of taxpayers are not reporting 
all lip earnings as income.

o

How can I gel more information?

The IIIS provides the following publica­
tions and forms relating lo lip im nine 
reporting. To order, call the IIIS til 
l-800-829-3(>7(>. (TDD equipment 
access, dial 1-800-829-4059.)

Pith .5115 - 7b.r Hillilmldingnnd 
Estimated Tn.v
filth 531 - Heporting Tip Income
filth 1244 - Employee's Daily Keened uf 
Tips anil Hepnel lo Employer. This publi­
cation includes Form 4070, Employee’s 
lleporl nfTips to Employee, and Form 
4070A, Employee's Daily Iterant of Tips.
Form I OKI I IS Estimated 'Tax, for
Individuals
Form 4137 - Soeial Security and Medicare 
Tax on tlnreporled Tip Income
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An IRA can lower tax bill;
. • *&» •

can be put into an IRA at any time - spouse's IRA and the spousal IRA

•  M

For m any peop le w ho work for 
;; com panies w ithout a pension  
. .plan, setting up an individual 

retirement arrangement (IRA) can 
g ive a double.bonus. It can lower 
their taxes if they-make deductible 

. contributions to the IRA and 
provides for a m ore secure retire­
ment.

A nyone w h o  has taxable 
' com pensation, such  as w ages, 

tips, com m issions and taxable 
alimony, and w ho w ill be under 
age 70 and 1 /2  at the end of the 
year can set up an IRA. M oney

of the year or by the due date of 
tax returns for that year, not -' 
including extensions. - .

Contributions m ust be in the 
form of money, such as cash, 
check or m oney order. The m ost 
that can be contributed for any 
year is $2,000. For married 
couples that work, the maximum  
is'$2,000 each. A  working spouse  
can set up a spousal IRA for a 
spouse w ho has little oi no taxable 
income. The maximum combined  
contributions to the working

is $2,250. Many people can 
deduct part or all of their contri­
butions. IRA earnings generally  
are not taxed until they are 
withdrawn from the account. 

Publication 590, Individual 
' • Retirement Arrangements (IRAs),

gives more information on IRAs, 
including how  to com pute and 
report deductible and nondeduct- 
ible contributions, when to start 
withdrawing m oney and what 
actions w ill result in penalties. 
Order it by calling 1-800-829-3676. ■

Workers’ Tips Are Taxable

•  •

B R O W N  &  AS S O C IA TES
Serving Juneau for 25 years...

•  P r o f e s s i o n a l  S e r v i c e  
•  R e a s o n a b l e  R a t e s

,  F o r  a l l  y o u r  t a x  n e e d s :
I n d i v i d u a l ,  B u s i n e s s  o r  C o r p o r a t e  

v  P L U S — D ir e c *  E l e c t r o n i c  F i l i n g  w i t h  t h e  I . R . S .

We can do your 1099s, W2s and Financial Reports
2 2 0 9  N .  J o H s r n  A v e n u e  •  7 8 9 -7 8 8 1  

8 s u n - 6 p m  W c e »  4 a y s  &  1 0 a m - 2 p m  S a t -

... . U ps that workers get are taxable 
income. If tips total $20 or more a 
month while working for one  

'"employer, workers must report 
" them to the employer. Employers 

must withhold federal income, 
Social Security and Medicare taxes 
on those tips. Then em ployers

must file Form 941 to report the 
withholding to the IRS. For a brief 
overview, call 1-800-829-3676 and 
ask for Tips on Tips (Publication 
1872 for em ployees or 1875 for 
employers). Or to get all the details, 
ask for Publication 15, Circular E, 
Employer's Tax Guide. ■

1040AM/PM
• H&R Block has more convenient hours (including evenings and 
weekends) and more convenient locations than any other tax preparer.

Our rates are reasonable, we stand behind our work. In fact, you’ll find 
the difference between us and other tax sevices.Js night and day.

H & R  B L O C K ®

712 W. 12th • Juneau • Phone 463-4800
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1996 R e t u r n s

Important Reminder
F o r e i g n  s o u r c e  I n c o m e .  If y o u  a r e  a  U .S . c i t i­
z e n  w i th  i n c o m e  f r o m  s o u r c e s  o u t s i d e  t h e  

U n i t e d  S t a t e s  ( f o r e i g n  I n c o m e ) , y o u  m u s t  
r e p o r t  a l l  s u c h  i n c o m e  o n  y o u r  t a x  r e t u r n  u n ­
l e s s  it i s  e x e m p t  b y  U .S .  l a w .  T h i s  i s  t r u e  

w h e t h e r  y o u  r e s i d e  i n s i d e  o r  o u t s i d e  t h e  
U n i te d  S t a t e s  a n d  w h e t h e r  o r  n o t  y o u  r e c e i v e  
a  F o r m  W - 2  o r  1 0 9 9  f r o m  t h e  f o r e i g n  p a y o r .  
T h i s  a p p l i e s  t o  e a r n e d  i n c o m e  ( s u c h  a s  w a g e s  
a n d  t i p s )  a s  w e ll  a s  u n e a r n e d  i n c o m e  ( s u c h  a s  

i n t e r e s t ,  d i v i d e n d s ,  c a p i t a l  g a i n s ,  p e n s i o n s ,  
r e n t s  a n d  ro y a l t i e s ) .

If y o u  r e s i d e  o u t s i d e  t h e  U n i te d  S t a t e s ,  y o u  
m a y  b e  a b l e  t o  e x c l u d e  p a r t  o r  a l l  o f  y o u r  f o r ­
e i g n  s o u r c e  e a r n e d  i n c o m e ,  r  o r  d e t a i l s ,  s e e  

P u b l ic a t i o n  5 4 ,  Tax Guide for U.S. Citizens and 
Resident Aliens Abroad.

Get forms and other information faster and easier by: 
COMPUTER

• World Wide Web> http.//www.irs.ustreas.gov
• FTP ►ftp.irs.ustreas.gov
• IRIS at FedWorld>(703) 321-8020 

FAX
• From your FAX machine, diak(703) 487-4160. 
See How To Get More Information in this publication.

Introduction
T h i s  p u b l i c a t i o n  w ill h e l p  y o u  u n d e r s t a n d  h o w  

y o u r  t ip  i n c o m e  is  t a x e d  a n d  h o w  t o  r e p o r t  it o n  

y o u r  f e d e r a l  i n c o m e  t a x  r a t u r n .  E m p l o y e e s  o f  
f o o d  a n d  b e v e r a g e  e s t a b l i s h m e n t s  w h o  r e ­
c e i v e  t i p s  a r e  t h o  f o c u s  o f  th i s  p u b l i c a t io n .  T h e  
r e c o r d k e e p i n g  r u l e s  a n d  o t h e r  i n f o r m a t i o n  
m a y  a l s o  a p p l y  t o  o t h e r  w o r k e r s  w h o  r e c e i v e  
t i p s ,  s u c h  a s  h a i r d r e s s e r s ,  c a b  d r iv e r s ,  a n d  c a ­

s in o  d e a l e r s .
A ll t i p s  y o u  r e c e i v e  a r e  t a x a b l e  i n c o m e  a n d  

a r e  s u b j e c t  t o  f e d e r a l  i n c o m e  ta x .  Y o u  m u s t  in ­
c l u d e  in  g r o s s  i n c o m e  a l l  t i p s  y o u  r e c e i v e  d i ­
r e c t l y  f r o m  c u s t o m e r s ,  t i p s  f r o m  c h a r g e  c u s ­
t o m e r s  t h a t  a r e  p a i d  t o  y o u  b y  y o u r  e m p lo y e r ,  

a n d  y o u r  s h a r e  o f  a n y  t i p s  y o u  r e c e i v e  u n d e r  a  

t ip - s p l i t t in g  a r r a n g e m e n t .
In  a d d i t i o n ,  c a s h  t i p s  o f  $ 2 0  o r  m o r e  t h a t  

y o u  r e c e i v e  in  a  m o n t h  w h i le  w o r k in g  f o r  a n y  

o n e  e m p l o y e r  a r e  s u b j e c t  t o  w i th h o ld in g  o f  in ­
c o m e  ta x ,  s o c i a l  s e c u r i t y  o r  r a i l r o a d  r e t i r e m e n t  
t a x ,  a n d  M e d i c a r e  t a x .  R e p o r t  t h e  t i p s  y o u  r e ­
c e i v e  t o  y o u r  e m p l o y e r  s o  t h a t  t h e  c o r r e c t  

a m o u n t  o f  t h e s e  t a x e s  c a n  b e  d e t e r m i n e d .

S o c i a l  s o c u r l t y  o r  r a i l r o a d  r e t i r e m e n t  b e n e ­

f i t s .  Y o u r  t i p s  a n d  o t h e r  p a y  a r e  u s e d  to  d e t e r ­

m i n e  t h e  a m o u n t  o f  s o c i a l  s e c u r i t y  o r  r a i l r o a d  
r e t i r e m e n t  b e n e f i t s  y o u  o r  y o u r  f a m ily  m a y  r e ­

c e i v e  if y o u  r e t i r e ,  b e c o m e  d i s a b l e d ,  o r  d ie .  

A ls o ,  y o u r  t ip  I n c o m e  w ill b e  c o n s i d e r e d  in  d e ­
te r m in i n g  y o u r  e lig ib i l i ty  f o r  M e d ic a r e  b e n e f i t s  
a t  a g e  6 5  o r  if y o u  b e c o m e  d i s a b l e d .  Y o u  c a n  
g e t  i n f o r m a t io n  a b o u t  t h e s e  b e n e f i t s  f r o m  S o ­
c i a l  S e c u r i t y  o f f i c e s  o r  R a i l r o a d  R e t i r e m e n t  

B o a r d  o f f i c e s .  N o n c a s h  t i p s  a r e  n o t  c o u n t e d  
a s  w a g e s  t o r  s o c i a l  s e c u r i t y  o r  M e d i c a r e  

p u r p o s e s .
Y o u r  f u t u r e  b e n e f i t s  c a n  b o  f i g u r e d  c o r ­

r e c t ly  o n ly  if t h e  S o c i a l  S e c u r i t y  A d m in is t r a t io n  

( S S A )  h a s  y o u r  c o r r e c t  i n f o r m a t i o n .  T o  m a k e  
s u r e  t h a t  y o u  h a v e  r e c e i v e d  c r e d i t  fo r  a l l y o u r  
e a r n i n g s ,  y o u  s h o u l d  r e q u e s t  a  s t a t e m e n t  o f  

y o u r  e a r n i n g s  f r o m  S S A  a t  l e a s t  e v e r y  o t h e r  
y e a r .  Y o u  c a n  g e t  i n f o r m a t i o n  o n  h o w  t o  r e ­
c e i v e  a  s t a t e m e n t  o f  y o u r  e a r n i n g s  b y  c a l l i n g  

1 - S 0 0 - S S A - 1 2 1 3 ,  o r  fo r  t h e  h e a r i n g  im p a i r e d  
w ith  a c c e s s  t o  T T Y /T D D  e q u i p m e n t ,  1 - 8 0 0 -  

3 2 5 - 0 7 7 8 .  W h e n  y o u  g e t  t h e  s t a t e m e n t  f r o m

http://www.irs.ustreas.gov
ftp://ftp.irs.ustreas.gov


S S A , y o u  s h o u l d  c h e c k  it t o  b e  s u r e  it i n c l u d e s  
a ll o f  y o u r  e a r n i n g s .

T i p  a l l o c a t i o n .  E v e r y  l a r g e  f o o d  o r  b e v e r a g e  
e s t a b l i s h m e n t  m u s t  r e p o r t  t o  t h e  I n te r n a l  R e v ­
e n u e  S e n / i c e  ( IR S )  a n y  t i p s  a l l o c a t e d  to  i t s  e m ­
p l o y e e s .  G e n e r a l l y ,  t i p s  m u s t  b e  a l l o c a t e d  to  

e m p l o y e e s  w h e n  t h e  t o t a l  t i p s  r e p o r t e d  t o  a n  
e m p l o y e r  b y  e m p l o y e e s  a r e  l e s s  t h a n  8 %  o f  
t h e  e s t a b l i s h m e n t ' s  f o o d  a n d  b e v e r a g e  s a l e s .  

F o r  m o r e  in f o r m a t io n ,  s e e  Tip Allocation, l a t e r .

I m p o r t a n c e  o f  g o o d  r e c o r d s .  Y o u  a n d  y o u r  
e m p lo y e r  m u s t  k e e p  a c c u r a t e  r e c o r d s  o f  y o u r  
t ip  I n c o m e .  Tablo 1, s h o w n  l a t e r  in  th i s  p u b l i c a ­
t i o n ,  s h o w s  h o w  t i p s  a r e  r e p o r t e d  t o  y o u  b y  

y o u r  e m p l o y e r  a n d  h o w  t o  r e p o r t  t i p s  o n  y o u r  
r e t u r n .  It m a y  b e  h e l p f u l  t o  r e f e r  t o  th i s  t a b l e  

w h e n  y o u  a r e  p r e p a r i n g  y o u r  r e t u r n .

Useful Items
Y o u  m a y  w a n t  t o  s e e :

P u b l i c a t i o n

□  5 0 5  T a x  W i th h o ld in g  a n d  E s t i m a t e d
T a x

□  1 2 4 4  E m p l o y e e ’s  D a ily  R e c o r d  o f  T ip s
a n d  R e p o r t  t o  E m p lo y e r

F o r m  ( a n d  I n s t r u c t i o n s )

□  4 1 3 7  S o c i a l  S e c u r i t y  a n d  M e d ic a r e  T a x

o n  U n r e p o r l e d  T ip  I n c o m e

S e e  How To Gel More Information, n e a r  t h e  

e n d  o f  th i s  p u b l i c a t i o n  f o r  i n f o r m a t i o n  a b o u t  
g e t t i n g  t h e s e  p u b l i c a t i o n s  a n d  th i s  fo rm .

Reporting Tips
Y o u  m u s t  r e p o r t  a l l  t i p s  a s  w a g e s  o n  F o r m  
1 0 4 0 ,  F o r m  1 0 4 0 A , o r  F o r m  1 0 4 0 E Z .  T h i s  i n ­

c l u d e s  t h e  v a l u e  o f  t i p s  n o t  p a i d  in  c a s h ,  s u c h  

a s  p a s s e s ,  t i c k e t s ,  g o o d s ,  o r  s e r v i c e s .  If y o u  
r e c e i v e d  t i p s  o f  $ 2 0  o r  m o r e  in  a  m o n t h  a n d  d id  
n o t  r e p o r t  a l l  o f  t h e m  t o  y o u r  e m p l o y e r ,  y o u  

m u s t  file  F o rm  1 0 4 0  a n d  F o r m  4 1 3 7 .  Y o u  c a n ­
n o t  f i le  F o r m  1 0 4 0 A  o r  F o r m  1 0 4 0 E Z .  If y o u  

a r e  a  r a i l r o a d  e m p l o y e e  a n d  y o u  d id  n o t  r e p o r t  

t i p s  o f  $ 2 0  o r  m o r e ,  c o n t a c t  y o u r  e m p lo y e r .

S e r v i c e  c h a r g e s .  A  c l u b ,  h o t e l ,  o r  r e s t a u r a n t  
m a y  r e q u i r e  c u s t o m e r s  w h o  u s e  i t s  d in i n g  o r  
b a n q u e t  r o o m s  t o  p a y  a  s e r v i c e  c h a r g e ,  w h ic h  

is  g iv e n  to  t h e  w a i t e r s  o r  w a i t r e s s e s  a n d  o t h e r  
e m p l o y e e s .  Y o u r  s h a r e  o f  th i s  s e r v i c e  c h a r g e  
i s  n o t  a  tip , b u t  it  i s  p a r t  o f  y o u r  w a g e s  p a i d  b y  
t h e  e m p l o y e r .  Y o u  s h o u l d  n o t  i n c l u d e  y o u r  

s h a r e  o f  t h e  s e r v i c e  c h a r g e  in  y o u r  r e p o r t  o f  
t i p s  t o  y o u r  e m p l o y e r .  Y o u r  e m p l o y e r  s h o u l d  
n o t  in c lu d o  y o u r  s h a r e  o f  t h e  s e n / i c e  c h a r g e  a s  

t i p s  p a i d  t o  y o u ,  b u t  s h o u l d  i n c l u d e  it in  y o u r  
w a g e s .

T i p  s p l i t t i n g .  If y o u  s p l i t  t i p s  w i th  f e l lo w  e m ­

p l o y e e s ,  in c lu d e -  o n ly  y o u r  s h a r e  o f  t h e  t i p s  in  
y o u r  r e p o r t  t o  y o u r  e m p l o y e r .  A n  e x a m p l e  o f  
t ip  s p l i t t in g  is  a  w a i t e r  g iv in g  p a r t  o f  h is  t i p s  t o  
b u s b o y s .  " T ip  s p l i t t i n g " m n y  b e  r e f e r r e d  t o  a l s o  
a s  " t ip  s h a r in g "  o r  " t ip  p o o l i n g . "

D ally  R e c o r d  o f  T ip s
Y o u  m u s t  k e e p  a  dally record  o r  other docu­
mentation  t o  p r o v e  t h e  a m o u n t  o f  t ip  i n c o m e  
y o u  r e p o r t  o n  y o u r  r e t u r n .

D a l ly  r e c o r d .  Y o u r  d a i ly  r e c o r d  m u s t  
s h o w  t h e  fo llo w in g .

1 ) Y o u r  n a m e  a n d  a d d r e s s ,

2) Y o u r  e m p l o y e r 's  n a m e ,  a n d

3) T h e  e s t a b l i s h m e n t ’s  n a m e .

Also show  lor each workday:
1) T h e  a m o u n t  o f  c a s h  t i p s  y o u  r e c e i v e  d i ­

r e c t l y  f r o m  c u s t o m e r s  o r  f r o m  o t h e r  

e m p l o y e e s ,

2) T ip s  f r o m  c r e d i t  c a r d  c h a r g e  c u s t o m e r s  
w h e n  p a i d  t o  y o u  b y  y o u r  e m p lo y e r ,

3) T h e  a m o u n t  o f  t i p s  y o u  p a i d  o u t  t o  o t h e r  
e m p l o y e e s  t h r o u g h  t ip  s p l i t t in g ,  e t c . ,  a n d

4 )  T h e  n a m e s  o f  t h e  o t h e r  e m p l o y e e s  to  
w h o m  y o u  p a i d  t i p s .

M a k e  t h e  e n t r i e s  in  y o u r  d a i ly  r e c o r d  o n  o r  
n e a r  t h e  d a t e  y o u  r e c e i v e  t h e  t ip  i n c o m e .  Y o u r  

r e c o r d s  s h o u l d  a l s o  s h o w  t h e  d a t e  e a c h  e n t r y  
i s  m a d e .

O t h e r  d o c u m e n t a t i o n .  If y o u  d o  n o t  k e e p  a  
d a i ly  r e c o r d  o f  t i p s ,  y o u  m u s t  m a i n t a i n  o t h e r  
d o c u m e n t a t i o n  o f  t h e  t ip  i n c o m e  y o u  r e c e i v e .  

T h i s  o t h e r  d o c u m e n t a t i o n  m u s t  b e  a s  c r e d i b l e  

a n d  r e l i a b l e  a s  a  d a i ly  r e c o r d .  T h e  r e c o r d s  

m u s t  s h o w :

1) T ip s  a d d e d  t o  c h e c k s  b y  c u s t o m e r s  a n d  
p a i d  o v e r  to  y o u ,  o r

2) A m o u n ts  p a id  f o r  f o o d  o r  b e v e r a g e s  o n  
w h ic h  y o u  g e n e r a l l y  w o u ld  r e c e i v e  a  tip .

E x a m p le s  o f  o th e r  d o c u m e n ta r y  
records are copies of:

1) R e s t a u r a n t  b il ls ,

2) C r e d i t  c a r d  c h a r g e s ,  o r

3) C h a r g e s  u n d e r  a n y  o t h e r  a r r a n g e m e n t  

c o n t a in i n g  a m o u n t s  a d d e d  b y  c u s t o m e r s  

a s  t ip s .

W h i c h  f o r m  t o  u s e .  Y o u  c a n  u s e  Form  
4070A, Employee's Daily Record of Tips, t o  
r e c o r d  y o u r  t ip s .

Form 4070A c a n  b e  f o u n d  o n ly  in  P u b l i c a ­

t i o n  1 2 4 4 ,  Employee's Daily Record o f Tips 
and Report lo Employer. Y o u  c a n  g e t  P u b l i c a ­
t io n  1 2 4 4  f ro m  t h e  IR S  o r  y o u r  e m p lo y e r .  A  fil- 

l e d - in  F o r m  4 0 7 0 A  i s  s h o w n  a t  t h e  e n d  o f  th i s  
p u b l i c a t io n .

Y o u r  p e r s o n a l  r e c o r d s .  Y o u  s h o u l d  k e e p  
y o u r  d a i ly  t ip  r e c o r d  a n d  a  c o p y  o f  t h e  w r i t t e n  
r e p o r t s  y o u  g iv e  y o u r  e m p l o y e r  w ith  y o u r  p e r ­

s o n a l  r e c o r d s .

W h e n  T o  R e p o r t  
T ip s  t o  E m p lo y e r
Y o u  m u s t  g iv e  y o u r  e m p l o y e r  a  w r i t t e n  r e p o r t  

o f  y o u r  t i p s  f o r  o a c h  m o n t h  b y  t h e  1 0 t h  d a y  o f

t h o  n e x t  m o n t h .  T h i s  r e p o r t  i s  r e q u i r e d  f o r  
e a c h  m o n t h  t h a t  y o u  r e c e i v e  t i p s  o f  $ 2 0  o r  
m o r e  w h i le  w o r k in g  f o r  t h a t  e m p lo y e r .

Saturday, Sunday, holiday rule. If t h e  
1 0 t h  d a y  o f  t h e  m o n t h  f a l l s  o n  a  S a t u r d a y ,  

S u n d a y ,  o r  l e g a l  h o l i d a y ,  y o u  c a n  g i v e  y o u r  

e m p l o y e r  t h e  r e p o r t  o n  t h e  n e x t  d a y  t h a t  i s  n o t  
a  S a t u r d a y ,  S u n d a y ,  o r  l e g a l  h o l id a y .

Example. Y o u  m u s t  r e p o r t  t i p s  o f  $ 2 0  o r  

m o r e  y o u  r e c e i v e  d u r in g  A p ril 1 9 9 7  t o  y o u r  e m ­
p lo y e r  b y  M o n d a y ,  M a y  1 2 , 1 9 9 7 .

H o w T o  R e p o r t  
T ip s  t o  E m p lo y e r
T h e  f o l l o w i n g  d i s c u s s i o n s  r e f e r  o n l y  t o  t i p s  
p a i d  b y  c a s h ,  c h a r g e ,  a n d  c h e c k .

L e s s  t h a n  $ 2 0  In  t i p s  In  o n e  m o n t h .  If y o u  r e ­

c e i v e  l e s s  t h a n  $ 2 0  in  t i p s  w h i l e  w o r k in g  f o r  
o n e  e m p l o y e r  d u r in g  a  m o n t h ,  y o u  d o  n o t  h a v e  

to  r e p o r t  t h e m  t o  t h a t  e m p lo y e r .  B u t  y o u  m u s t  
i n c l u d e  t h e  t i p s  in  g r o s s  I n c o m e  o n  y o u r  i n ­
c o m e  la x  r e t u r n .  Y o u  d o  n o t  h a v e  t o  p a y  s o c i a l  
s e c u r i t y  t a x ,  M e d i c a r e  t a x ,  o r  r a i l r o a d  r e t i r e ­
m e n t  t a x  o n  t h e s e  t ip s .

$ 2 0  o r  m o r e  o f  t i p s  In  o n e  m o n t h .  If y o u  r e ­
c e i v e  t i p s  o f  $ 2 0  o r  m o r e  in  a  m o n t h  w h i l e  
w o r k in g  f o r  a n y  o n e  e m p lo y e r ,  y o u  m u s t  r e p o r t  
t h e  t o t a l  a m o u n t  o f  y o u r  t i p s  t o  t h a t  e m p l o y e r .

Example 1. Y o u  w o r k  f o r  W a t s o n ’s  R e s ­
t a u r a n t  d u r in g  t h e  m o n t h  a n d  r e c e i v e  $ 7 5  in  

t i p s .  B e c a u s e  y o u r  t i p s  a r e  m o r e  t h a n  5 2 0  f o r  
t h e  m o n t h ,  y o u  m u s t  r e p o r t  t h e  5 7 5  t o  y o u r  
e m p lo y e r .

Example 2. Y o u  w o r k  f o r  W a t s o n ’s  R e s ­
t a u r a n t  d u r in g  t h o  m o n t h  a n d  r e c e i v e  5 1 7  in  

t i p s .  In  t h a t  s a m e  m o n t h  y o u  w o r k  f o r  P a r k v ie w  
R e s t a u r a n t  a n d  g e t  5 1 4  in  t i p s .  E v e n  t h o u g h  

y o u r  t i p s  t o t a l  $ 3 1 ,  y o u  d o  n o t  h a v e  t o  r e p o r t  
t i p s  t o  e i t h e r  e m p lo y e r  b e c a u s e  y o u  d id  n o t  r e ­

c e i v e  $ 2 0  o r  m o r e  in  t i p s  f r o m  e i t h e r  jo b .  H o w ­
e v e r ,  y o u  s h o u l d  k e e p  a  r e c o r d  o f  t h e  $ 3 1  b e ­

c a u s e  y o u  m u s t  r e p o r t  it a s  i n c o m e  o n  y o u r  t a x  
r e tu r n .

Example 3. Y o u  w o r k  f o r  W a t s o n ’s  R e s ­
t a u r a n t  a n d  r e c e i v e  $ 2 5  in  t i p s .  In  t h a t  s a m e  
m o n t h  y o u  w o r k  fo r  P a r k v ie w  R e s t a u r a n t  a n d  
g e t  5 1 2  in  t ip s .  B e c a u s e  y o u r  t i p s  f o r  W a t s o n ’s  
R e s t a u r a n t  a r e  5 2 0  o r  m o r e  f o r  t h e  m o n t h ,  y o u  

m u s t  r e p o r t  t h e  $ 2 5  to  t h a t  e m p l o y e r .  Y o u  d o  

n o t  h a v e  t o  r e p o r t  t h e  $ 1 2  in  t i p s  y o u  r e c e i v e d  
w h i le  w o r k in g  f o r  P a r k v ie w  R e s t a u r a n t  t o  e i ­
t h e r  e m p lo y e r .  H o w e v e r ,  y o u  s h o u l d  k e e p  a  r e ­

c o r d  o f  t h e  $ 1 2  b e c a u s e  y o u  m u s t  r e p o r t  it a s  
i n c o m e  o n  y o u r  t a x  r e t u r n  w ith  y o u r  o t h e r  t i p s .

T e r m i n a t i o n  o f  e m p l o y m e n t .  W h e n  y o u  s t o p  

w o r k in g  f o r  y o u r  e m p l o y e r ,  y o u  s h o u l d  r e p o r t  

y o u r  t i p s  o f  5 2 0  o r  m o r e  t o  y o u r  e m p l o y e r  a t  
t h a t  t im o .  If y o u  d o  n o t  r e p o r t  t h e  t i p s  w h e n  y o u  
s t o p  w o r k in g ,  y o u  m u s t  g iv e  a  s t a t e m e n t  t o  

y o u r  e m p l o y e r  e i t h e r  b e f o r e  y o u r  f in a l  p a y d a y  

o r  b y  t h e  1 0 th  d  fo llo w in g  t h e  m o n t h  y o u  r e ­
c e i v e  t h e  t ip s ,  w h ic h e v e r  I s  e a r l ie r .

Example. Y o u  s t o p  w o r k in g  a s  a  w a i t e r  in  
A p ril a f t e r  r e c e iv in g  5 8 5  In l i p s  f o r  t h e  m o n t h .  
Y o u  w ill r o c e i v o  y o u r  f in a l  p a y  in  M a y .  Y o u  

m u s t  r e p o r t  y o u r  t i p s  f o r  A p ril t o  y o u r  e m p l o y e r
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b e f o r e  t h e  e a r l i e r  o f  M a y  1 0  o r  t h e  d a y  b e f o r e  
y o u  r e c e i v e  y o u r  f in a l  p a y .

D a t e  t i p s  a r e  t r e a t e d  a s  p a i d .  T i p s  a r e  
t r e a t e d  a s  p a i d  t o  y o u  w h e n  y o u  m a k e  th 9  w r it­
t e n  r e p o r t  t o  y o u r  e m p l o y e r .  H o w e v e r ,  if y o u  

m a k e  n o  r e p o r t  t o  y o u r  e m p l o y e r ,  t i p s  a r e  
t r e a t e d  a s  p a id  t o  y o u  w h e n  y o u  r e c e i v e  t h e m .

Example 1. D u r in g  D e c e m b e r  o f  l a s t  y e a r ,  
y o u  r e c e i v e d  $ 3 0 0  in  t i p s .  O n  J a n u a r y  1 0  o f  

t h i s  y e a r ,  y o u  r e p o r t e d  t h e  t i p s  t o  y o u r  e m ­

p lo y e r .  Y o u r  D e c e m b e r  t i p s  w ill b e  t r e a t e d  a s  

p a i d  t o  y o u  In J a n u a r y ,  t h e  t i m e  y o u  m a d e  t h e  
r e p o r t  t o  y o u r  e m p l o y e r .  Y o u  m u s t  r e p o r t  t h e  
$ 3 0 0  o n  th i s  y e a r ’s  i n c o m e  t a x  r e t u r n .

Example 2. If d u r in g  D e c e m b e r  o f  l a s t  year 
y o u r  t i p s  w e r e  o n ly  $ 1 8 ,  y o u  w o u ld  n o t  h a v e  to  
m a k e  a  r e p o r t  t o  y o u r  e m p l o y e r .  In  t h i s  c a s e ,  
y o u r  t i p s  a r e  t r e a t e d  a s  p a i d  in  D e c e m b e r  o f  

l a s t  y e a r ,  t h e  t i m e  y o u  a c tu a l l y  r e c e i v e d  t h e m .  
Y o u  m u s t  r e p o r t  t h e  5 1 8  o n  th i s  y e a r ’s  I n c o m e  
t a x  r e tu r n .

I n f o r m a t i o n  y o u  m u s t  r e p o r t .  T o  r e p o r t  t i p s  
t o  y o u r  e m p l o y e r ,  y o u  c a n  u s e  F o r m  4 0 7 0  , 
Employee's Report o f Tips to Employer. T h i s  

fo r m ,  a v a i l a b l e  o n ly  in  P u b l i c a t i o n  1 2 4 4 ,  t e l l s  
y o u  w h a t  i n f o r m a t i o n  y o u  m u s t  r e p o r t .  If y o u  
d o  n o t  u s e  F o r m  4 0 7 0 ,  y o u r  r e p o r t  s h o u l d  in ­

c l u d e  t h e  fo llo w in g .

•  T h e  a m o u n t  o f  t i p s ,

•  Y o u r  e m p l o y e r ’s  n a m e  a n d  a d d r e s s ,

•  Y o u r  n a m e ,  s o c i a l  s e c u r i t y  n u m b e r ,  a n d  

a d d r e s s ,

•  T h e  m o n t h  ( o r  s h o r t e r  p e r i o d )  c o v e r e d ,

•  Y o u r  s i g n a t u r e ,  a n d

•  T h e  d a t e  o f  t h e  r e p o r t .

A f il le d - in  F o r m  4 0 7 0  i s  s h o w n  a t  t h e  e n d  o f  

th i s  p u b l i c a t io n .

Withholding on Tips 
by Employer
Y o u r  e m p l o y e r  m u s t  w i th h o l d  i n c o m e  ta x ,  s o ­

c i a l  s e c u r i t y  o r  r a i l r o a d  r e t i r e m e n t  t a x ,  a n d  

M e d ic a r e  t a x  o n  t h e  t i p s  y o u  r e p o r t .  Y o u r  e m ­
p lo y e r  u s u a l ly  d e d u c t s  t h e  w i th h o ld in g  d u e  o n  
t i p s  f ro m  y o u r  r e g u l a r  w a g e s .  H o w e v e r ,  y o u  d o  
n o t  h a v e  t o  h a v e  i n c o m e  t a x  w i t h h e l d  if y o u  
c a n  c la im  e x e m p t i o n  f r o m  w ith h o ld in g .

E x e m p t i o n  f r o m  w i t h h o l d i n g .  I n c o m e  ta x  
w ill r io t  b e  t a k e n  o u t  o f  y o u r  p a y  if y o u  g iv e  y o u r  
e m p l o y e r  a  f i l l e d - in  F o r m  W - 4 ,  Employee's 
Withholding Allowance Certificate , c l a im in g  
e x e m p t i o n  f r o m  w i t h h o l d i n g .  Y o u  c a n  c l a im  

e x e m p t i o n  o n ly  if y o u  h a d  n o  in c o m e  t a x  lia b il­
ity  l a s t  y e a r  a n d  e x p e c t  n o n e  t h i s  y e a r .  Y o u r  
e x e m p t i o n  f ro m  w i th h o l d in g  is  o n ly  g o o d  f o r  1 
y e a r .  T o  c o n t i n u e  y o u r  e x e m p t i o n ,  y o u  m u s t  
f ile  a  n e w  F o r m  W - 4  b y  F e b r u a r y  1 5  n e x t  y e a r  

c e r t i f y i n g  t h a t  y o u  m e e t  t h e  c o n d i t ' o n s  f o r  
c la im in g  e x e m p t i o n .

E m p l o y e r ' s  r e c o r d k e e p i n g .  Y o u r  e m p l o y e r  
m a y  w i t h h o l d  a n  a m o u n t  f r o m  y o u r  w a g e s

b a s e d  o n  a n  e s t i m a t e  o f  y o u r  t i p s .  Y o u r  e m ­
p lo y e r  a l s o  m a y  r e q u i r e  y o u r  w r i t t e n  t ip  r e p o r t s  
m o r e  t h a n  o n c e  a  m o n t h  a n d  d e d u c t  t h o  t a x e s  

d u e  o n  y o u r  r e p o r t e d  t i p s  e v e n  t h o u g h  t h e y  d o  
n o t  y e t  t o t a l  $ 2 0 .  If th i s  Is  d o n e ,  y o u r  e m p l o y e r  
m u s t  a d j u s t  t h e  a m o u n t  o f  t a x e s  w i th h e ld  f ro m  

t i m e  t o  t i m e ,  b a s e d  o n  t h e  a c t u a l  a m o u n t  o f  
t i p s  y o u  r e p o r t .

F o r m  W - 2 .  T h e  F o r m  W - 2 ,  Wage and Tax 
Statement, w h ic h  y o u  g e t  f r o m  y o u r  e m p lo y e r ,  
i n c l u d e s  y o u r  r e p o r t e d  t ip s .

•  B o x  1 1 n c lu d e s  y o u r  t o t a l  w a g e s ,  o t h e r  c o m ­
p e n s a t i o n ,  a n d  t h e  t i p s  y o u  r e p o r t e d .

•  B o x  3  is  y o u r  s o c i a l  s e c u r i t y  w a g e s  n o t  in ­

c lu d in g  t ip s .

« B o x  7  is  y o u r  s o c i a l  s e c u r i t y  t i p s ,  t h e  t i p s  y o u  
r e p o r t e d  t o  y o u r  e m p lo y e r .

•  B o x  5  is  y o u r  M e d ic a r e  w a g e s  a n d  t ip s ,  
w h ic h  fo r  m o s t  p e r s o n s  w ill b e  t h e  s u m  o f  

b o x e s  3  a n d  7 . Y o u r  M e d ic a r e  w a g e s  a n d  

t i p s  to t a l  w ill b e  h ig h e r  if y o u r  w a g e s  a n d  t i p s  
a r e  m o r e  t h a n  $ 6 2 ,7 0 0 .

A n y  t i p s  t h a t  a r e  a l l o c a t e d  to  y o u  ( d i s c u s s e d  
l a t e r )  a r e  s h o w n  in  b o x  8 .  A l l o c a t e d  t i p s  a r e  

n o t  i n c l u d e d  in  b o x e s  1 , 5 ,  a n d  7 .  A n y  e r r o r s  
y o u  f in d  in  t h e s e  a m o u n t s  s h o u l d  b e  b r o u g h t  

t o  y o u r  e m p l o y e r ’s  a t t e n t i o n  a s  s o o n  a s  p o s s i -  
b l e . s o  y o u  c a n  o b t a i n  a  c o r r e c t e d  fo rm .

Giving y o u r  e m p l o y e r  m o n e y  f o r  taxes.
Y o u r  r e g u l a r  p a y  m a y  n o t  b e  e n o u g h  f o r  y o u r  

e m p l o y e r  t o  w i th h o l d  a l l  t h e  t a x  d u e  o n  y o u r  
r e g u l a r  p a y  p l u s  r e p o r t e d  t i p s .  Y o u  c a n  g iv e  
y o u r  e m p l o y e r  m o n e y  t o  p a y  t h i s  w i th h o l d in g  
t a x  u p  to  t h e  c l o s e  o f  t h e  c a l e n d a r  y e a r .

If y o u r  w a g e s  a n d  a n y  m o n e y  y o u  p r o v id e  
a r e  n o t  e n o u g h  to  p a y  a l l  o f  y o u r  w i th h o l d in g  
t a x e s ,  t h e  a m o u n t s  w ill b e  a p p l i e d  in  t h e  f o l ­
lo w in g  o r d e r .  Y o u r  e m p l o y e r  w ill f i r s t  w i th h o ld  

f r o m  y o u r  w a g e s  a ll t a x e s  d u e  o n  y o u r  r e g u l a r  
w a g e s .  T h i s  i n c l u d e s  w i th h o ld in g  f o r  s . a t e  a n d  
lo c a l  i n c o m e  t a x .  N e x t ,  y o u r  e m p l o y e r  w ill w i th ­

h o ld ,  f r o m  t h e  b a l a n c e  o f  y o u r  w a g e s ,  t a x e s  
d u e  o n  y o u r  r e p o r t e d  t i p s .  S o c i a l  s e c u r i t y  a n d  

M e d i c a r e  t a x  o n  r e p o r t e d  t i p s  w ill b e  w i th h e ld  
b e f o r e  a n y  i n c o m e  t a x  w ili b e  w i t h h e l d .  A n y  
t a x e s  t h a t  r e m a i n  u n p a i d  s h o u l d  b e  c o l l e c t e d  
b y  t h e  e m p l o y e r  o u t  o f  y o u r  n e x t  p a y c h e c k .

Y o u  m a y  p a y  e s t i m a t e d  t a x  i n s t e a d  o f  g iv ­
in g  y o u r  e m p l o y e r  e x t r a  m o n e y .  U s e  F o r m  
1 0 4 0 - E S ,  Estimated Tax for Individuals. S e e  

P u b l i c a t i o n  5 0 5 ,  Tax Withholding and Esti­
mated Tax, tor m o r e  in f o r m a t io n .

U ncollected em ployee social security  
and Medicare tax on tips. B o x  1 3  ( c o d e  A ) o n  

y o u r  F o r m  W - 2  w ill s h o w  t h e  a m o u n t  o f  s o c i a l  

s e c u r i t y  t a x  o n  t i p s  t h a t  y o u r  e m p lo y e r  w a s  u n ­
a b l e  t o  w i th h o ld  a n d  fo r  w h ic h  y o u  d id  n o t  g iv e  
y o u r  e m p l o y e r  e x t r a  m o n e y  to  p a y  t h e  ta x .

B o x  1 3  ( c o d e  B ) w ill s h o w  t h e  a m o u n t  o f  
M e d i c a r e  t a x  o n  t i p s  t h a t  y o u r  e m p l o y e r  w a s  
u n a b l e  t o  w i th h o l d  a n d  f o r  w h ic h  y o u  d id  n o t  

g iv e  y o u r  e m p l o y e r  e x t r a  m o n e y  to  p a y  t h e  ta x .
Y o u  m u s t  f i l e  F o r m  1 0 4 0  t o  r e p o r t  t h e  

a m o u n t  o f  u n c o l l e c t e d  t a x  o n  t i p s  f r o m  b o x  1 3  
( c o d e s  A  a n d  B ) , F o r m  W - 2 ,  a n d  p a y  It w ith  
y o u r  r e t u r n ,  e v e n  if y o u  d o  n o t  o th o r w i3 0  h a v e  
t o  f i l e  a  r e t u r n .  I n c l u d e  t h e  a m o u n t  o f  u n c o l ­
l e c t e d  ta x  in  t h e  to t a l  c n  l in e  5 1  o f  F o r m  1 0 4 0 .

O n  t h e  d o t t e d  l in e  n e x t  t o  l i n e  5 1 ,  w r i t e  " U T "  
a n d  s h o w  t h e  a m o u n t .

L im i t  o n  s o c i a l  s e c u r i t y  t a x .  T h e  p a y  y o u  r e ­
c e i v e d  a n d  t h e  t i p s  y o u  r e p o r t e d  t o  a  

n o n r a i l r o a d  e m p l o y e r  In 1 9 9 6  w e r e  s u b j e c t  t o  

t h e  w i t h h o l d i n g  o f  s o c i a l  s e c u r i t y  t a x  a t  t h e  

r a t e  o f  6 . 2 %  o n  t h e  f i r s t  $ 6 2 ,7 0 0  o f  c o m p e n s a ­

t io n .  Y o u r  p a y  a n d  t i p s  a r e  a l s o  s u b j e c t  t o  w ith ­
h o ld i n g  o f  M e d i c a r e  t a x  a t  t h e  r a t e  o f  1 .4 5 %  
o n  a ll c o m p e n s a t i o n .  N o  m o r e  t h a n  $ 3 ,8 8 7 .4 0  

f o r  s o c i a l  s e c u r i t y  t a x  s h o u l d  h a v e  b e e n  w i th ­
h e l d  f r o m  y o u r  p a y  b y  a n y  o n e  e m p lo y e r .

L i m i t  o n  r a i l r o a d  r e t i r e m e n t  t a x .  If y o u r  p a y  

a n d  th o  t i p s  y o u  r e p o r t e d  t o  y o u r  r a i l r o a d  e m ­
p lo y e r  in  1 9 9 6  w e r e  s u b j e c t  t o  t h e  w i th h o ld in g  

o f  t i e r  1 a n d / o r  t i e r  2  r a i l r o a d  r e t i r e m e n t  t a x ,  

s e e  t h e  fo llo w in g  d i s c u s s i o n s .

Tier 1. Y o u r  e m p l o y e r  w i th h e ld  t i e r  1 r a i l ­

r o a d  r e t i r e m e n t  t a x  a t  t h e  r a t e  o f  6 . 2 %  o n  t h e  
f i r s t  $ 6 2 , 7 0 0  o f  c o m p e n s a t i o n  a n d  M e d i c a r e  

t a x  a t  t h e  r a t e  o f  1 .4 5 %  o n  y o u r  t o t a l  c o m p e n ­

s a t i o n .  N o  m o r e  t h a n  $ 3 ,8 8 7 .4 0  fo r  r a i l r o a d  r e ­

t i r e m e n t  t a x  s h o u l d  h a v e  b e e n  w i th h e ld  f ro m  
y o u r  p a y  b y  ^ n y  o n e  e m p l o y e r  d u r in g  1 9 9 6 .

Tier 2. Y o u r  e m p l o y e r  w i th h e ld  t i e r  2  r a i l ­

r o a d  r e t i r e m e n t  t a x  a t  t h e  r a t e  o f  4 . 9 0 %  o n  t h e  
f i r s t  $ 4 6 , 5 0 0  o f  y o u r  p a y  a n d  t i p s .  N o  m o r e  
t h a n  $ 2 , 2 7 8 . 5 0  s h o u l d  h a v e  b e e n  w i t h h e l d  
f r o m  y o u r  p a y  d u r in g  1 9 9 6 .

T w o  o r  m o r e  e m p l o y e r s .  If y o u  w o r k e d  f o r  
tw o  o r  m o r e  e m p l o y e r s  in  1 9 9 6 ,  w h o  t o g e t h e r  

w i th h e ld  m o r e  t h a n  5 3 ,8 8 7 .4 0  o f  s o c i a l  s e c u r ­
i t y  t a x  o r  t i e r  1 r a i l r o a d  r e t i r e m e n t  t a x ,  o r  
$ 2 ,2 7 8 .5 0  o f  t i e r  2  r a i l r o a d  r e t i r e m e n t  t a x ,  y o u  
m a y  c l a im  t h e  e x t r a  a m o u n t  a s  a  c r e d i t  t o  r e ­

d u c e  y o u r  i n c o m e  t a x  w h e n  y o u  f i l e  y o u r  r e ­

tu r n .  S e e  Excess Social Security or Railroad 
Retirement Tax Withholding in  P u b l ic a t i o n  5 0 3  

f o r  m o r e  in f o r m a t io n .

O verwlthholdlng b y  on e  em ployer.  If 

a n y  o n e  e m p l o y e r  w i t h h e l d  t o o  m u c h  s o c i a l  
s e c u r i t y ,  M e d i c a r e ,  o r  r a i l r o a d  r e t i r e m e n t  t a x ,  
y o u  m a y  n o t  c la im  t h e  e x t r a  a m o u n t  a s  a  c r e d i t  
t o  r e d u c e  y o u r  i n c o m e  t a x .  Y o u r  e m p l o y e r  

m u s t  a d j u s t  th i s  f o r  y o u .

N o  l i m i t  f o r  w i t h h o l d i n g  o f  I n c o m e  t a x .  U n ­

l ik e  t h e  s o c i a l  s e c u r i t y  a n d  r a i l r o a d  r e t i r e m e n t  
t a x e s ,  t h e r e  is  n o  d o l l a r  lim it o n  t h e  i n c o m e  ta x  
w i t h h e l d  o n  w a g e s  a n d  t i p s .  T h e  i n c o m e  ta x  
w i th h e ld  b y  y o u r  e m p l o y e r  w ill e i t h e r  d e c r e a s e  
w h a t  y o u  o w e  a t  t h e  e n d  o f  t h e  y e a r  o r  i n ­

c r e a s e  y o u r  r e f u n d  w h e n  y o u  file  y o u r  r e t u r n .

B F H j  P e n a l t i e s .  To ensure that all taxpay- 
ers pay their fair share o f taxes, the 

m ’w u H  law provides penalties for failure to 
file returns or pay taxes as required. Som e  
other penalties that may be charged include 
those for:

1) N o t  s u p p ly in g  a  c o r r e c t  s o c i a l  s e c u r i t y  
n u m b e r  to  a n  e m p l o y e r  o r  o t h e r  p e r s o n  

r e q u i r a d  to  f ile  a  r e p o r t  w ith  IR S  a b o u t  t h e  

t a x p a y e r ,

2 )  F ilin g  a  f r iv o lo u s  i n c o m e  ta x  r e tu r n ,

3 )  F ilin g  a  f r a u d u l e n t  r e t u r n ,  o r

4 )  F a i l in g  t o  r e p o r t  t ip s ,  d i s c u s s e d  la te r .
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S o m e  p e n a l t i e s  m a y  n o t  b e  c h a r g e d  if fa i l­

u r e  t o  fo l lo w  t h e  t a x  l a w s  a n d  r e g u l a t i o n s  w a s  

d u e  t o  r e a s o n a b l e  c a u s e  a n d  n o t  w i l l f u l  

n e g l e c t .

Penalty tor fa lse Information on Form 
W-4. If y o u  m a k e  s t a t e m e n t s  o r  c l a i m  w i t h ­

h o ld in g  a l l o w a n c e s  o n  y o u r  F o r m  W - 4  t h a t  d e ­

c r e a s e  t h e  a m o u n t  o f  t a x  w i th h e ld  a n d  t h e r e  is  

n o  r e a s o n a b l e  b a s i s  f o r  s u c h  s t a t e m e n t s  o r  a l ­

l o w a n c e s  a t  t h e  t i m e  y o u  p r e p a r e  y o u r  F o r m  

W - 4 ,  y o u  m a y  h a v e  t o  p a y  a  p e n a l t y  o f  $ 5 0 0 .

T h e r e  i s  a l s o  a  c r im in a l  p e n a l t y  f o r  w illfu lly  

s u p p l y i n g  f a l s e  o r  f r a u d u l e n t  i n f o r m a t i o n  o n  

y o u r  F o r m  W - 4  o r  f o r  w ill fu lly  f a l l in g  t o  s u p p ly  

i n f o r m a t i o n  t h a t  w o u l d  i n c r e a s e  t h e  a m o u n t  

w i t h h e l d .  T h e  p e n a l t y ,  u p o n  c o n v i c t i o n ,  I s  a  

f in e  o f  n o t  m o r e  t h a n  5 1 ,0 0 0 ,  o r  im p r i s o n m e n t  

f o r  n o t  m o r e  t h a n  1 y e a r ,  o r  b o th .

Tips Not Reported 
to Employer
If y o u  r e c e i v e d  t i p s  o f  $ 2 0  o r  m o r e  in  a n y  

m o n t h  w h i le  w o r k in g  f o r  o n e  e m p lo y e r ,  b u t  d id  

n o t  r e p o r t  a l l  o f  t h e m  t o  y o u r  e m p l o y e r ,  y o u  

m u s t  f ig u r e  y o u r  s o c i a l  s e c u r i t y  a n d  M e d ic a r e  

t a x  o n  t h e  t i p s  n o t  r e p o r t e d .  Y o u  s h o u l d  u s e  

F o r m  4 1 3 7 ,  Social Security and Medicare Tax 
on Unreported Tip Income  , a n d  a t t a c h  it t o  

F o r m  1 0 4 0 .  S e e  Social Security and Medicare 
Tax on Unreported Tip Income (Form 4137), 
l a te r .

E m p l o y e e s  s u b j e c t  t o  t h e  R a i l r o a d  R e t i r e ­

m e n t  A c t .  If y o u  r e c e i v e  t i p s  w h ile  w o r k in g  fo r  

a  r a i l r o a d  e m p l o y e r ,  y o u  s h o u l d  r e p o r t  a l l  o f  

y o u r  t i p s  t o  y o u r  e m p l o y e r .  Y o u  c a n n o t  g e t  ra i l ­

r o a d  r e t i r e m e n t  c r e d i t  f o r  y o u r  t i p s  u n l e s s  y o u  

r e p o r t  t h e s e  t i p s  t o  y o u r  e m p l o y e r .  A  r a i l r o a d  

e m p l o y e e  c a n n o t  f i l e  F o r m  4 1 3 7  f o r  u n r e ­

p o r t e d  t i p s .  Y o u  s h o u l d  r e p o r t  t h e s e  t i p s  e a c h  

p a y  p e r i o d .  Y o u r  t i p s  w ill b e  s u b j e c t  t o  w i th ­

h o ld in g  f r o m  y o u r  r e g u l a r  p a y .  A n y  b a l a n c e  o f  

t a x  d u o  o n  y o u r  t i p s  w ill b e  s h o w n  in  b o x  1 3  o f  

F o r m  W - 2 .

If y o u  d o  n o t  r e p o r t  y o u r  t i p s  t h r o u g h o u t  t h e  

y e a r ,  c o n t a c t  y o u r  e m p l o y e r .  Y o u r  e m p l o y e r  

w ill c o l l e c t  t h e  ta x .  Y o u  m u s t  i n c lu d e  a l l  o f  t h e  

t i p s  y o u  r e c e i v e d ,  in c lu d in g  u n r e p o r t e d  t ip s ,  in  

y o u r  g r o s s  i n c o m e .

P e n a l t y  f o r  f a i l u r e  t o  r e p o r t  t i p s .

W 1 9  If you do not report tips to your em- 
y  l ^ j  ployer as required, you may be sub- 
Pf'flitt-in  /ect to a penalty equal to 50% of the 
employee social security or railroad retirement 
tax and Medicare tax, in addition to the tax that 
you owe.

R easonable cause.  Y o u  c a n  a v o i d  t h i s  

p e n a l t y  if y o u  c a n  s h o w  r e a s o n a b l e  c a u s e  fo r  

n o t  r e p o r t i n g  t h e s e  t i p s  t o  y o u r  e m p l o y e r .  T o  

d o  s o ,  a t t a c h  a  s t a t e m e n t  t o  y o u r  r e t u r n  e x ­

p la in in g  w h y  y o u  d id  n o t  r e p o r t  t h e m .

Tip Allocation
L a r g e  f o o d  o r  b e v e r a g e  e s t a b l i s h m e n t s  a r e  r e ­

q u i r e d  to  r e p o r t  c e r t a i n  a d d i t i o n a l  I n f o r m a t io n  
a b o u t  t i p s  t o  t h e  IR S .

T o  m a k e  s u r e  t h a t  e m p l o y e e s  a r e  c o r r e c t l y  

r e p o r t i n g  t i p s ,  e m p l o y e r s  m u s t  k e e p  r e c o r d s  to  
v e r i f y  a m o u n t s  r e p o r t e d  b y  e m p l o y e e s .  C e r ­
t a i n  e m p l o y e r s  m u s t  a l l o c a t e  t i p s  if t h e  p e r ­
c e n t a g e  o f  t i p s  r e p o r t e d  b y  e m p l o y e e s  f a l l s  
b e l o w  a  r e q u i r e d  m i n i m u m  p e r c e n t a g e  o f  

g r o s s  s a l e s ,  T o  " a l l o c a t e  t i p s "  m e a n s  t o  a s ­
s ig n  a n  a d d i t i o n a l  a m o u n t  a s  t i p s  t o  e a c h  e m ­

p l o y e e  w h o s e  r e p o r t e d  t i p s  a r e  b e l o w  t h e  r e ­
q u i r e d  p e r c e n t a g e .

W h o  m u s t  f o l l o w  t h e  t i p  a l l o c a t i o n  r u l e s .
T h e  r u l e s  a p p l y  t o  o p e r a t i o n s  in  w h ic h :

1 ) F o o d  o r  b e v e r a g e s  a r e  p r o v id e d  f o r  c o n ­

s u m p t i o n  o n  t h e  p r e m i s e s ,

2 )  T ip p in g  is  c u s t o m a r y ,  a n d

j )  T h e  e m p l o y e r  n o r m a l ly  e m p l o y e d  m o r e  
t h a n  1 0  p e o p l e  o n  a  ty p ic a l  b u s i n e s s  d a y  
d u r in g  t h e  p r e c e d i n g  c a l e n d a r  y e a r .

T o  w h o m  t i p  a l l o c a t i o n  r u l e s  d o  n o t  a p p l y .
F o o d  o r  b e v e r a g e  o p e r a t i o n s  w h e r e  t i p p in g  is  
n o t  c u s t o m a r y  d o  n o t  c o m e  u n d e r  t h e  r u l e s .  

E x a m p l e s  o f t h e s e  o p e r a t i o n s  a r e :

1 ) A  c a f e t e r i a  o r  " f a s t  f o o d ”  o p e r a t i o n ,

2 )  A n  o p e r a t i o n  t h a t  a d d s  a  s e r v i c e  c h a r g e  
o f  1 0 %  o r  m o r e  t o  9 5 %  o r  m o r e  o f  i t s  

f o o d  o r  b e v e r a g e  s a l e s ,  o r

3 )  F o o d  o r  b e v e r a g e  o p e r a t i o n s  l o c a t e d  

o u t s i d e  t h e  U n i te d  S t a t e s .

H o w  t h e  r u l e s  w o r k .  T h e  r u l e s  a p p l y  o n l y  if 
t h e  t o t a l  a m o u n t  o f  t i p s  r e p o r t e d  b y  a l l  t i p p e d  
e m p l o y e e s  t o  y o u r  e m n l o y e r  i s  l e s s  t h a n  8 %  
(o r  s o m e  lo w e r  a c c e p t a b l e  p e r c e n t a g e )  o f  t h e  

e s t a b l i s h m e n t ' s  t o t a l  f o o d  o r  b e v e r a g e  s a l e s  
(w ith  s o m e  a d j u s t m e n t s ) .

If r e p o r t e d  t i p s  t o t a l  l e s s  t h a n  8 %  o f  t o t a l  
s a l e s ,  y o u r  e m p l o y e r  m u s t  a l l o c a t e  t h e  d i f f e r ­
e n c e  b e t w e e n  8 %  o f  t o t a l  s a l e s  ( o r  s o m e  
lo w e r  a c c e p t a b l e  p e r c e n t a g e )  a n d  t h e  a m o u n t  

o f  r e p o r t e d  t i p s  a m o n g  a l l  t i p p e d  e m p l o y e e s .  

Y o u r  e m p l o y e r  w ill e x c l u d e  c a r r y o u t  s a l e s ,  
s t a t e  a n d  lo c a l  t a x e s ,  a n d  s a l e s  w i th  a  s e r v i c e  
c h a r g e  o f  1 0 %  o r  m o r e  w h e n  f ig u r i n g  t o t a l  
s a l e s .

A l l o c a t i o n  t o  I n d i v i d u a l  e m p l o y e e s .  G e n e r ­
a l ly , y o u r  e m p l o y e r  w ill a l l o c a t e  t o  a l l  a f f e c t e d  

e  ’ p l o y e e s  t h e i r  s h a r e  o f  a l l o c a t e d  t i p s  e v e r y
ro l l  p e r i o d .  H o w e v e r ,  y o u r  e m p l o y e r  m a y  

> ih i s  l e s s  f r e q u e n t ly ,  Y o u r  e m p l o y e r  should  
n o t withhold  a n y  t a x e s  f r o m  t h e  a l l o c a t e d  
a m o u n t .

N o  a l l o c a t io n  w ill b e  m a d e  to  y o u  if y o u  r e ­
p o r t  t i p s  a t  l e a s t  e q u a l  t o  y o u r  s h a r e  o f  8 %  o f  
t h e  e s t a b l i s h m e n t ' s  t o t a l  f o o d  o r  b e v e r a g e  
s a l e s .

A l l o c a t i o n  f o r m u l a .  T h e  a l l o c a t i o n  c a n  b e  
d o n e  e i t h e r  u n d e r  a  f o r m u la  a g r e e d  t o  b y  b o t h  
t h e  e m p l o y e r  a n d  t h e  e m p l o y e e s  o r ,  if  t n e y

c a n n o t  r e a c h  a n  a g r e e m e n t  in  g o o d  f a i t h ,  

u n d e r  a  f o r m u la  p r e s c :  I b e d  b y  IR S  r e g u l a t i o n s .

T h e  a l l o c a t i o n  f o r m u l a  in  t h e  r e g u l a t i o n s  

p r o v i d e s  t h a t  t ip  a l l o c a t i o n s  a r e  m a d e  o n ly  t o  
d i r e c t l y - t i p p e d  e m p l o y e e s .  If y o u  r e c e i v e  t i p s  

d i r e c t l y  f r o m  c u s t o m e r s ,  y o u  a r e  a  d i r e c t l y -  

t i p p e d  e m p l o y e e ,  e v e n  if t h e  t i p s  a r e  t u r n e d  
o v e r  t o  a  t ip  p o o l .  F o r  e x a m p l e ,  w a i t e r s ,  w a i t ­

r e s s e s ,  a n d  b a r t e n d e r s  a r e  u s u a l ly  c o n s i d e r e d  
d i r e c t l y - t ip p e d  e m p l o y e e s .

If y o u  d o  n o t  n o r m a l ly  r e c e i v e  t i p s  d i r e c t l y  
f r o m  c u s t o m e r s ,  y o u  a r e  a n  I n d i r e c t ly - t i p p e d  

e m p l o y e e .  E x a m p l e s  o f  in d i r e c t ly - t i p p e d  e m ­

p l o y e e s  a r e  b u s b o y s ,  s e r v i c e  b a r t e n d e r s ,  a n d  
c o o k s .  If y o u  r e c e i v e  t i p s  b o t h  d i r e c t l y  a n d  in d i­
r e c t l y  t h r o u g h  t i p  s p l i t t i n g  o r  t ip  p o o l i n g ,  y o u  

a r e  t r e a t e d  a s  a  d i r e c t l y - t ip p e d  e m p l o y e e .

L o w e r i n g  t h e  t i p  a l l o c a t i o n  p e r c e n t a g e .  If

c u s t o m e r s  o f  t h e  e s t a b l i s h m e n t  t ip  l e s s  t h a n  
8 %  o n  t h e  a v e r a g e ,  e i t h e r  y o u r  e m p l o y e r  o r  a  
m a jo r i t y  o f  t h e  d i r e c t l y - t i p p e d  e m p l o y e e s  ( in ­

c l u d in g  t h o s e  w h o  tu r n  t h e i r  t i p s  over t o  a  t ip  

p o o l )  m a y  p e t i t i o n  t o  h a v e  t h e  a l l o c a t i o n  p e r ­
c e n t a g e  r e d u c e d  f r o m  8 % .  T h i s  p e t i t i o n  i s  

m a d e  t o  t h e  d i s t r i c t  d i r e c t o r  f o r  t h e  I n t e r n a l  
R e v e n u e  S e r v i c e  d i s t r i c t  in  w h ic h  t h e  e s t a b ­

l i s h m e n t  i s  l o c a t e d .  H o w e v e r ,  t h e  p e r c e n t a g e  

c a n n o t  b e  r e d u c e d  b e l o w  2 % .  A ls o ,  a  u s e r  f e e  

m u s t  b e  p a i d  w ith  t h e  p e t i t i o n .

User fee. A  u s e r  f e e  is  r e q u i r e d  to  h a v e  t h e  

IR S  c o n s i d e r  a  p e t i t i o n  t o  lo w e r  t h e  t ip  a l l o c a ­
t i o n  p e r c e n t a g e .  T h e  f e e  m u s t  b e  p a i d  b y  

c h e c k  o r  m o n e y  o r d e r  m a d e  o u t  t o  t h e  I n te r n a l  
R e v e n u e  S e r v i c e .  T h e  u s e r  f e e  a m o u n t  f o r  

1 9 9 6  w a s  $ 2 7 5 .  T o  c h e c k  if t h i s  a m o u n t  h a s  
c h a n g e d ,  c o n t a c t  t h e  d i s t r i c t  d i r e c t o r  f o r  y o u r  

a r e a .

Employees' petition. T h e  p e t i t i o n  t o  lo w e r  

t h e  a l l o c a t i o n  p e r c u n t r g e  m u s t  b e  in  w r i t in g  
a n d  m u s t  c o n t a i n  e n o u g h  in f o r m a t io n  t o  a l lo w  
t h e  d i s t r i c t  d i r e c t o r  t o  e s t i m a t e  w ith  r e a s o n a ­

b l e  a c c u r a c y  t h e  e s t a b l i s h m e n t ' s  a c t u a l  t ip  
r a t e .  T h i s  i n f o r m a t i o n  m i g h t  i n c l u d e  t h e  
c h a r g e d  t ip  r a t e ,  t y p e  o f  e s t a b l i s h m e n t ,  m e n u  
p r i c e s ,  lo c a t i o n ,  h o u r s  o f  o p e r a t i o n ,  a m o u n t  o f  

s e l f - s e r v i c e  r e q u i r e d ,  a n d  w h e t h e r  t h e  c u s ­
t o m e r  r e c e i v e s  t h e  c h e c k  f r o m  t h e  s e r v e r  o r  

p a y s  t h e  s e r v e r  f o r  t h e  m e a l .

If t h e  e m p l o y e r  p o s s e s s e s  a n y  r e l e v a n t  In ­
f o r m a t io n ,  t h e  e m p l o y e r  m u s t  p r o v id e  it t o  t h e  
d i s t r i c t  d i r e c t o r  u p o n  r e q u e s t  o f  t h e  e m p l o y e e s  

o r  t h e  d i s t r i c t  d i r e c to r .

A n  e m p l o y e e  p e t i t i o n  m u s t  b e  c o n s e n t e d  

t o  b y  m o r e  t h a n  o n e - h a l f  o f  t h e  d i r e c t l y - t ip p e d  

e m p l o y e e s  w o r k in g  f o r  t h e  e s t a b l i s h m e n t  a t  
t h e  t im e  t h e  p e t i t i o n  i s  f i le d . If t h e  p e t i t i o n  c o v ­
e r s  m o r e  t h a n  o n e  e s t a b l i s h m e n t ,  it  m u s t  b e  
c o n s e n t e d  t o  b y  m o r e  t h a n  o n e - h a l f  o f  t h e  t o ­

ta l  n u m b e r  o f  d i r e c t l y - t ip p e d  e m p l o y e e s  o f  t h e  
c o v e r e d  e s t a b l i s h m e n t s .  T h e  p e t i t i o n  m u s t  
s t a t e  t h e  t o t a l  n u m b e r  o f  d i r e c t l y - t i p p e d  e m ­

p l o y e e s  o f  t h e  e s t a b l i s h m e n t  ( o r  e s t a b l i s h ­

m e n t s )  a n d  t h e  n u m b e r  o f  d i r e c t l y - t i p p e d  e m ­
p l o y e e s  c o n s e n t i n g  to  t h e  p e t i t i o n .

T h e  p e t i t i o n  m a y  c o v e r  tw o  o r  m o r e  e s t a b ­
l i s h m e n t s  if t h e  e m p l o y e e s  h a v e  m a d e  a  g o o d  
f a i t h  d e t e r m i n a t i o n  t h a t  t h o  t i p  r a t e s  a r e  e s ­
s e n t i a l l y  t h e  s a m e  a n d  if t h e  e s t a b l i s h m e n t s  

a r e :

I) Owned by the samo omployor,

Pago 4



2 )  E s s e n t i a l l y  t h e  s a m e  ty p e  o f  b u s i n e s s ,  
a n d

3 )  In  t h e  s a m e  I n te r n a l  R e v e n u e  S e r v i c e  
r e g io n .

A  p e t i t i o n  t h a t  c o v e r s  tw o  o r  m o r e  e s t a b l i s h ­
m e n t s  m u s t  i n c l u d e  t h e  n a m e s  a n d  l o c a t i o n s  
o f  t h e  e s t a b l i s h m e n t s  a n d  m u s t  b e  s e n t  t o  t h e  
d i s t r i c t  d i r e c t o r  f o r  t h e  d i s t r i c t  in  w h i c h  t h e  
g r e a t e s t  n u m b e r  o f  c o v e r e d  e s t a b l i s h m e n t s  
a r e  l o c a t e d .  If t h e r e  is  a n  e q u a l  n u m b e r  o f  c o v ­
e r e d  e s t a b l i s h m e n t s  in  tw o  o r  m o r e  d i s t r i c t s ,  
t h e  e m p l o y e e s  c a n  c h o o s e  w h ic h  d i s t r i c t  t o  

p e t i t i o n .
E m p l o y e e s  w h o  f i l e  a  p e t i t i o n  m u s t  

p r o m p t ly  n o t i fy  t h e i r  e m p l o y e r  o f  t h e  p e t i t i o n .  

T h e  o m p l o y e r  m u s t  t h e n  p r o m p t ly  f u r n i s h  t h e  

d i s t r i c t  d i r e c t o r  w i th  c o p i e s  o f  a n y  F o r m s  
8 0 2 7 ,  Employer's Annual Information Return 
of Tip Income and Allocated Tips, f i le d  f o r  t h e  
e s t a b l i s h m e n t  f o r  t h e  3  i m m e d i a t e l y  p r e c e d i n g  

c a l e n d a r  y e a r s .

A l l o c a t e d  t i p s  o n  F o r m  W - 2 .  V o u r  e m p l o y e r  

w ill r e p o r t  t h e  a m o u n t  o f  t i p s  a l l o c a t e d  to  y o u  
o n  y o u r  F o r m  W - 2  ( in  b o x  8 )  s e p a r a t e l y  f r o m  

y o u r  w a g e s  a n d  r e p o r t e d  t ip s .  Y o u r  e m p l o y e r  

b a s e s  w i th h o ld in g  o n ly  o n  w a g e s  a n d  r e p o . t e d  
t i p s .  Y o u r  e m p l o y e r  should  no t withhold  in ­
c o m e ,  s o c i a l  s e c u r i t y ,  r a i l r o a d  r e t i r e m e n t ,  o r  

M e d i c a r e  t a x e s  f r o m  t h e  a l l o c a t e d  a m o u n t .  
A n y  in c o r r e c t l y  w i t h h e l d  t a x e s  s h o u l d  b e  r e ­
f u n d e d  to  y o u  b y  y o u r  e m p lo y e r .

If y o u  l e a v e  y o u r  jo b  b e f o r e  t h e  e n d  o f  t h e  
c a l e n d a r  y e a r  a n d  r e q u e s t  a n  e a r l y  F o r m  W - 2 ,  

y o u r  e m p l o y e r  d o e s  n o t  h a v e  t o  i n c l u d e  a  t ip  
a l l o c a t i o n  o n  t h e  F o r m  W - 2 .  H o w e v e r ,  y o u r  
e m p l o y e r  m a y  s h o w  t h e  a c t u a l  a l l o c a t e d  

a m o u n t  if it is  k n o w n ,  o r  s h o w  a n  e s t i m a t e d  a l ­
lo c a t i o n .  In  J a n u a r y  o f  t h e  n e x t  y e a r ,  y o u r  e m ­

p lo y e r  m u s t  p r o v id e  F o r m  W - 2 c ,  Statement of 
Corrected Wage and Tax Amounts , if t h e  e a r l y  
F o r m  W - 2  s h o w e d  n o  a l l o c a t io n  a n d  y o u r  e m ­
p lo y e r  l a t e r  d e t e r m i n e d  t h a t  a n  a l l o c a t io n  w a s  

r e q u i r e d ,  o r  if t h e  e s t i m a t e d  a l l o c a t i o n  s h o w n  
w a s  w r o n g  b y  m o r e  t h a n  5 %  o f  t h e  a c t u a l  

a l lo c a t io n .

A l l o c a t e d  t i p s  y o u  m u s t  r e p o r t  a s  i n c o m e .  
If y o u  d o  n o t  h a v e  a d e q u a t e  r e c o r d s  fo r  y o u r  

a c t u a l  t ip s ,  y o u  m u s t  i n c l u d e  t h e  a l l o c a t e d  t i p s  

s h o w n  o n  y o u r  F o r m s  W - 2  a s  a d d i t io n a l  t ip  in ­
c o m e  o n  y o u r  t a x  r e t u r n .  If y o u  h a v e  r e c o r d s ,  
d o  n o t  i n c lu d e  a l l o c a t e d  l i p s  o n  y o u r  r e tu r n .  In ­
c l u d e  a d d i t i o n a l  t i p  i n c o m e  o n l y  if t h o s e  

r e c o r d s  s h o w  y o u  a c t u a l l y  r e c e i v e d  m o r e  t i p s

t h a n  t h e  a m o u n t  y o u  r<.Hj r t e d  t o  y o u r  e m ­
p lo y e r .  F o r  r o c o r d k e e p i n g  r e q u i r e m e n t s ,  s e e  

Daily Record of Tips, e a r l i e r ,  u n d e r  Reporting 
Tips.

A l l o c a t e d  t i p s  h a v e  n o t  b e e n  i n c l u d e d  in  

t h e  a m o u n t  o f  w a g e s  a n d  r e p o r t e d  t i p s  s h o w n  
in  b o x  1 o f  y o u r  F o r m s  W - 2 ,  a n d  n o  t a x e s  h a v e  
b e e n  w i th h e ld  f ro m  t h e s e  l ip s .

Example. J u d y  r e p o r t e d  $ 4 ,0 0 0  tip  I n c o m e  
t o  h e r  e m p lo y e r  th i s  y e a r .  B o x  8  o f  th i s  y e a r ' s  
F o r m  W - 2  s h o w e d  a l l o c a t e d  t i p s  o f  $ 1 , 0 0 0 .  

H e r  d a i ly  r e c o r d  o f  t i p s  m a d e  o n  o r  n e a r  t h e  
d a t e  s h e  r e c e i v e d  h e r  t ip  i n c o m e  t o t a l e d  

$6,000.
J u d y  m u s t  r e p o r t  a n  a d d i t i o n a l  $ 2 ,0 0 0  o f  tip  

i n c o m e  ( $ 6 ,0 0 0  to t a l  t i p s  m i n u s  $ 4 ,0 0 0  t i p s  r e ­
p o r t e d  t o  e m p lo y e r )  o n  h e r  i n c o m e  t a x  r e t u r n  

th i s  y e a r .

Social security and Medicare tax. F o r  a l ­

l o c a t e d  t i p s  t h a t  y o u  i n c lu d e  in  g r o s s  i n c o m e  
o n  l in e  7  o f  F o r m  1 0 4 0 ,  u s e  F o r m  4 1 3 7  to  f ig ­

u r e  y o u r  s o c i a l  s e c u r i t y  a n d  M e d i c a r e  t a x  o n  
t h e  t i p s  n o t  r e p o r t e d  t o  y o u r  e m p lo y e r .

Social Security and 
Medicare Tax 
on Unreported Tip 
Income (Form 4137)
R e p o r t  o n  l i n e  1 o f  F o r m  4 1 3 7  all o f  t h e  t i p s  
y o u  r e c e i v e d .  T h i s  i n c l u d e s  t i p s  y o u  r e p o r t e d  

t o  y o u r  e m p l o y e r ,  u n r e p o r t e d  t i p s ,  a n d  a l l o ­
c a t e d  t i p s  t h a t  y o u  m u s t  r e p o r t  a s  i n c o m e .  R e ­
p o r t  o n  l i n e  2  t h e  a m o u n t  o f  t i p s  y o u  r e p o r t e d  

t o  y o u r  e m p l o y e r  a n d  o n  l in e  4  t h e  a m o u n t  o f  

t i p s  y o u  d id  n o t  r e p o r t  b e c a u s e  t h e  t o t a l  w a s  
l e s s  t h a n  $ 2 0  in  a  c a l e n d a r  m o n t h .  T h e s e  
a m o u n t s  a r e  s u b t r a c t e d  f r o m  t h e  a m o u n t  o n  
l i n e  1 . T h e  b a l a n c e s  o n  l i n e s  9  a n d  5  a r e  t h e  

u n r e p o r t e d  t i p s  s u b j e c t  t o  s o c i a l  s e c u r i t y  a n d  
M e d ic a r e  t a x  f ig u r e d  o n  F o r m  4 1 3 7 .

■ R R  Only include cash, check, and charge 
tips when completing Form 4137. The 

H-UIH-ih value o f tips not paid in cash or by 
check or charge card is not counted as wages 
for social security and Medicare tax purposes.

B e  s u r e  t o  c o m p l e t e  S c h e d u l e  U  o n  t h e  
b o t t o m  o f  F o r m  4 1 3 7 .  S c h e d u l e  U  is  u s e d  b y  
t h e  S o c i a l  S e c u r i t y  A d m i n i s t r a t i o n  t o  c r e d i t  
y o u r  s o c i a l  s e c u r i t y  a n d  M e d ic a r e  a c c o u n t s .

A t t a c h  F o r m  4 1 3 7  to  F o r m  1 0 4 0 .  E n t e r  t h e  

t a x  o n  l i n e  4 7  o f  F o r m  1 0 4 0 .  Y o u  m a y  n o t  u s e  

F o r m  1 0 4 0 E Z  o r  F o r m  1 0 4 0 A .

g f f S J B  Do not include on line 47, Form 1040, 
any amount of uncollected social se- 

f t r t i r r f f l  curity tax and Medicare tax due on 
tips you  d i d  report to your employer. This 
amount, if any, is shown in box 13 on Form W- 
2. Instead, see  Uncollected employee social 
security and Medicare tax on tips u n d e r  With­
holding on Tips by Employer f o r  t h e  m e t h o d  o f  

p a y in g  t h e s e  t a x e s .

How To Get More 
Information
Y o u  c a n  g e t  h e l p  f ro m  t h e  I R S  in  s e v e r a l  w a y s .

F r e e  p u b l i c a t i o n s  a n d  f o r m s .  T o  o r d e r  f r e e  

p u b l i c a t i o n s  a n d  f o r m s ,  c a l l  1 - 8 0 0 - T A X -  

F O R M  ( 1 - 8 0 0 - 8 2 9 - 3 6 7 6 ) .  Y o u  c a n  a l s o  w r i te  

t o  t h e  I R S  F o r m s  D i s t r ib u t io n  C e n t e r  n e a r e s t  

y o u .  C h e c k  y o u r  i n c o m e  t a x  p a c k a g e  f o r  t h e  

a d d r e s s .  Y o u r  lo c a l  l ib r a ry  o r  p o s t  o f f i c e  a l s o  

m a y  h a v e  t h e  i t e m s  y o u  n e e d .

F o r  a  l i s t  o f  f r e e  t a x  p u b l i c a t i o n s ,  o r d e r  

P u b l ic a t i o n  9 1 0 ,  Guide to Free Tax Services. It 

a l s o  c o n t a i n s  a n  i n d e x  o f  t a x  t o p i c s  a n d  r e ­

l a t e d  p u b l i c a t i o n s  a n d  d e s c r i b e s  o t h e r  t r e e  t a x  

i n f o r m a t i o n  s e r v i c e s  a v a i l a b l e  f r o m  IR S ,  i n ­

c l u d i n g  t a x  e d u c a t i o n  a n d  a s s i s t a n c e  

p r o g r a m s .

If y o u  h a v e  a c c e s s  t o  a  p e r s o n a l  c o m p u t e r  

a n d  m o d e m ,  y o u  a l s o  c a n  g e t  m a n y  f o r m s  a n d  

p u b l i c a t i o n s  e l e c t r o n i c a l l y .  S e e  Quick and  
Easy Access to Tax Help and Forms in  y o u r  in ­

c o m e  t a x  p a c k a g e  fo r  d e t a i l s .  If s p a c e  p e r m i t ­

t e d ,  t h i s  i n f o r m a t i o n  i s  a t  t h e  e n d  o f  U i i s  

p u b l i c a t io n .

T a x  q u e s t i o n s .  Y o u  c a n  c a l l  t h e  I R S  w ith  y o u r  

ta x  q u e s t i o n s .  C h e c k  y o u r  i n c o m e  t a x  p a c k a g e  

o r  t e l e p h o n e  b o o k  f o r  t h e  lo c a l  n u m b e r ,  o r  y o u  

c a n  c a l l  1 - 8 0 0 - 8 2 9 - 1 0 4 0 .

T T Y / T D D  e q u i p m e n t .  If y o u  h a v e  a c c e s s  to  

T T Y / T D D  e q u i p m e n t ,  y o u  c a n  c a l l  1 - 8 0 0 -  

8 2 9 - 4 0 5 9  t o  a s k  t a x  q u e s t i o n s  o r  t o  o r d e r  

f o r m s  a n d  p u b l i c a t i o n s .  S e e  y o u r  i n c o m e  t a x  

p a c k a g e  fo r  t h e  h o u r s  o f  o p e r a t i o n .



Table 1. Understanding Tip Income Reporting

W ill t h e s e  t i p s  b e  
r e p o r t e d  t o  y o u  o n  F o r m  
W - 2 ?

D o e s  y o u r  e m p l o y e r  
w i t h h o l d  s o c i a l  s e c u r i t y  
a n d  M e d i c a r e  t a x  o n  
t h e s e  t i p s ? '

S h o u l d  y o u  f i l e  F o r m  
4 1 3 7  t o  f i g u r e  y o u r  s o c i a l  
s e c u r i t y  a n d  M e d i c a r e  t a x  
o n  t h e s e  t i p s ?

D o  y o u  h a v e  t o  r e p o r t  
t h e s e  t i p s  a s  I n c o m e  o n  
y o u r  I n c o m e  t a x  r e t u r n ?

T i p s  y o u  
r e p o r t e d  t o  y o u r  
e m p l o y e r  d u r i n g  
t h e  y e a r

Y e s
( B o x  1 o f  y o u r  W -2 )

Y e s N o Y e s

A l l o c a t e d  t i p s Y e s
(B o x  8  o f  y o u r  W -2 ) N o Y e s 7J

Y o u  m u s t  r e p o r t  A L L  
tip  i n c o m e

T i p s  o f  $ 2 0  o r  
m o r e  In  a  m o n t h  
t h a t  y o u  d i d  n o t  
r e p o r t  t o  y o u r  
e m p l o y e r

N o N o Y e s 73 Y e s

T i p s  o f  l e s s  t h a n  
$ 2 0  In  a  m o n t h  
t h a t  y o u  d i d  n o t  
r e p o r t  t o  y o u r  I 
e m p l o y e r

N o N o N o Y e s

1 If you are a railroad employee the question would be, "Does your employer withhold railroad retirement and Medicare tax?"
7 You may be subject to a penalty equal to 50% c l the employee social security or railroad retirement tax and Medicare tax in addition to the tax that you owe. 
5 Railroad employees should not file Form 4137 and should contact their employer who will collect the employment taxes.

Sample Filled-in Form 4070 from Publication 1244
Form 4070
(Rev. J u ly  1996)

Department ol the Treasury 
Internal Revenue Service

Employee’s Report 
of Tips to Employer

► For Paperwork Reduction Act Notico, see back of form.
Employee s name and address

A || t  /H a flft  A « / c .  
A rt/ t o  M 2 Q .3L

OMB No. 1545-0065

Social security number

987 \S1Q1H33±
Employer's name and address (include establishment name, if different)

D/an\or\cl 'fl&faumni'
8 3  V oin 5-hfttH'

1 Cash tips received

h Q M . o o

A y - t o w j / v y

2 Credit card lips received

5JJL2Q.
3 Tips paid out

2 1 3  bO
Month or shorter period in which tips were received

. to GcJ'rfov 3 /
4 Net tips (lines 1 +2-3 )

  ij Z M i
Signature Date

Mm . m k
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Form 4 0 7 0 A  

(Rev. Ju ly 1996) 

Uepadrneni of I he Treasury 
Internal Revenue Service

S a m p le  F ille d -in  F o rm  4 0 7 0 A  fr o m  P u b lic a t io n  1 2 4 4  

Employee’s Daily Record of Tips
Thl» is a voluntary form provided for your convenience. See instructions for records you must keep. O M B  No. 1545-0065

Em ployee’s name and address

d b /in U A  Allw\IIn /riaplt.
Em ployer's name

'D '"om oaoI fa a n't
Establishment namo (if different)

Month and year

0c+.

Dalo tips rec d
Dalo
olenlry

o. Tips received direclly from customors and olhor employoos
b. Credit card tips recorvcd c. Tips pa»d out to other employoos d. Names of employeos lo whom you pawl tips

1 tok - O F F -
2 ■oh V 8 - 9 0 _ 26 MCI / S ’3 0 O'Lrfi/y Srousn
3 ,0h 3 . 8 . 0 0 3 1 .  £>0 8 . 0 0 Car ! ObTie.5
4 tojs V * , a o _ 2 1 ' C O / 0 . 0 0 CTycfy 3»T?U7»7
c toh VO- BO 3 9 ,  . 0 0 1 2 .  0 0

Subtotals I r s ^ . l o / D O - 0 0 1 5 . 3 0
For Paporvrork Roduction Act Notice

Palo Dalo a. Tips received tips ol direclly Iron) customers roc’d. onlry and olhor employees

, see Instructions on

b. Credil cord tips received

the bock of Form 4071

c. Tips paid out to other employees

0. Page 1

d. Names of employeos to whom you paid tips
6 m - OFF  -
7 m _ 3 2 ,2 0 a a ,  v o 2 - _ 0 0 C (is 1 30/1C-5
B m 5 0 .  S O / 7 . a o 7 0 . 0 0 3<->dyB<Vu* i-Carl JCJMC3
9 m . 3 3 . 6 0 /6 , VO 8 - 0 0 OLrJC/TVOUVl
10 m 3 0 .  VO 3 3 ,  00 2 3 0 TLely TVbkJri
11 m _ 'M -C Q //. 6 0 3 . 8 0 Caw
12 m i s .  6 0 76. 00 7 . oO J t / c y  3/ f̂eLi7/i
13 m - OFF'
14 m 19> - VO / v .  VO /st. v o Jlr(Jy-3r'P lvtf FErftin&U tl?
.5 m _ V5~. 5.0 3L2,00 /7. a o

Subtotals | 3ot 3  ' 3 0  I &/*ao

Pago 2
Daletipsroc’d

Paioolentry
a. Tips received directly from customers and other employoos

b. Credit card lips rocervod c. Tips paid out lo other employees d. Names of employees to whom you paid tips
16 10k V/ . 2 0 /$• Yd 8.50 3\jc{sJ tfroul/l
17 m 39-30 21-30 _  ?.£0
18 ]0M Vfc.80 12,80 3 - y o _ Carl'  JDV\*2
19 h i 31.00 19.30 JQ ,D0 c r  v d y  3roun
20 •4i - O FF  -
21 lOfy 3V.80 26.00 /A . SO F a d y & h ' ( M t 7
22 lofvj W5.YO 2 3 . m 13 20 ..C0A1 1 X0.
23 tow 16.&0 1 1 . 2 0 13.60 Sudy 3  'TOLy’fl
24 lOUf 1 3 .50 / 9.3.0 1 0  ■ $o_ 3/rt'hi1  Smt-i-h
25 4m 37.50 \ 1 H. 8 0 9.57) . Tycty 3rou/\

Subtotals 3S2'00 nbfto

Datotipsroc’d.
Oatoofentry

o. Tips received diroctfy from customers and other employoos
b. Credit card tips received c. Tips pad out to other employees

S I

Pago  3

d. Names of employoos to whom you paid tips
26 .3 J :  60... jU J X L
27 - OFF-.
28 T v T g i£ /St-SO.
29 3 * 7 -8 /)" 1-30 Car I J b n &
30 hosl 3 2 1
31 "72

Subtotals from pogos 1, 2, nnd 3 I 7
Totals 7. Q3V. 00

60
J& 30

2 1 M O
1. Report total cosh tips (col. a) on Form <1070, lino 1.
2. Report total credit card tips (col. b) on Form 4070, lino 2.
3. Report total tips paid out (col. c) on Form 4070. lino 3.

Page 4 Pago 7



H o w  T o  G e t  F o r m s , P u b l ic a t io n s ,  a n d  O th e r  in fo r m a t io n

You can get Information from the IRS In several ways. Choose the method from the table below that Is best for you.

Method Type of Information How To Get the Information
• B y  p h o n e •  F o r m s  a n d  p u b l i c a t i o n s ► C a li  1 -0 O O -T A X -F O R M  ( 1 - 8 0 0 - 8 2 9 - 3 6 7 6 )  d u r in g  r e g u l a r  b u s i n e s s  h o u r s .  If y o u  

h a v e  a c c e s s  t o  T T Y /T D D  e q u i p m e n t ,  y o u  c a n  c a l l  1 - 8 0 0 - 8 2 9 - 4 0 5 9 .

•  T e l e - T a x  t o p i c s ► S e e  y o u r  i n c o m e  ta x  p a c k a g e  f o r  t h e  p h o n e  n u m b e r  a n d  lis t o f  T e le - T e x  to p i c s .

•  P e r s o n a l  a s s i s t a n c e ► C a ll  1 - 8 0 0 - 8 2 9 - 1 0 4 0  d u r in g  r e g u l a r  b u s i n e s s  h o u r s .  If y o u  h a v e  a c c e s s  t o  
T T Y /T D D  e q u i p m e n t ,  y o u  c a n  c a l l  1 - 3 0 0 - 8 2 9 - 4 0 5 9 .

• B y  m a il •  F c r m s  a n d  p u b l i c a t i o n s ► W rite  t o  t h e  I R S  F o r m s  D is t r ib u t io n  C e n t e r  l i s t e d  f o r  y o u r  s t a t e .  P r in t  o r  t y p e  
y o u r  n a m e  a n d  a d d r e s s  c l e a r ly  a n d  I n d ic a t e  t h e  n u m b e r  o f  t h e  f o r m  o r  
p u b l i c a t io n ,  i .e . ,  F o r m  1 0 4 0  o r  P u b l ic a t i o n  4 6 3 .

Address States (abbreviated)
W e s t e r n  A r e a  D is t r ib u t io n  C e n t e r  A K , A Z , C A , C O , H I, ID , M T , N V , N M , 
R a n c h o  C o r d o v a ,  C A  9 5 7 4 3 - 0 0 0 1  O R , U T , W A , W Y , G u a m ,  N o r th e r n

M a r i a n a s ,  A m e r i c a n  S a m o a

C e n t r a l  A r e a  D is t r ib u t io n  C e n t e r  A L , A R , IL, IN , IA , K S , K Y , LA , M l, M N , 
P .O . B o x  8 9 0 3  M S , M O , N E , N D , O H , O K , S D , T N , T X , 
B lo o m in g to n ,  IL  6 1 7 0 2 - 8 9 0 3  W l

E a s t e r n  A r e a  D is t r ib u . io n  C e n t e r  C T , D E , D C , F L , G A , M E , M D , M A , N H , 
P .O . B o x  8 5 0 7 4  N J ,  N Y , N C , P A , R l, S C ,  V T , VA, W V  
R ic h m o n d ,  VA 2 3 2 6 1 - 5 0 7 4

If y o u  liv e  in  a n y  o t h e r  l o c a t i o n ,  s e e  y o u r  i n c o m e  ta x  p a c k a g e  f o r  t h e  a d d r e s s .

•  B y  v is i t in g  y o u r  lo c a l  p o s t  
o f f ic e  o r  l ib ra ry

•  F o r m s  a n d  p u b l i c a t i o n s ► T h e  p o s t  o f f i c e  is  a  g o o d  s o u r c e  o f  t h e  m o s t  c o m m o n  f o r m s  a n d  s c h e d u l e s .  
T h e  lib ra ry  s t o c k s  a  w id e r  v a r i e ty  o f  f o r m s  a n d  s o m e  p u b l i c a t i o n s  t h a t  y o u  m a y  
p h o to c o p y .  It m a y  a l s o  h a v e  a  C D -R O M  f r o m  w h ic h  y o u  c a n  v ie w  o r  p r in t  i t e m s .  
T h e  C D  c o n t a i n s  f o r m s  f r o m  1 9 9 1  to  t h e  p r e s e n t  a n d  p u b l i c a t i o n s  f r o m  1 9 9 4  t o  
t h e  p r e s e n t .

•  W ith  a  c o m p u t e r  a n d  m o d e m •  F o r m s  a n d  p u b l i c a t i o n s

•  E d u c a t i o n a l  m a t e r i a l s

•  I R S  p r e s s  r e l e a s e s  a n d  
f a c t  s h e e t s

• T e l e - T a x  t o p i c s

•  A n s w e r s  t o  f r e q u e n t ly  
a s k e d  q u e s t i o n s

► U s e  t h o  I n t e r n e t ­
world Wide Web —  http://www.lrs.ustroa8.gov 
Telnet —  Irl8.lrs.ustreas.gov 
FTP —  ftp.lrs.ustrea8.gov

TIP: If y o u  s u b s c r i b e  t o  a n  o n - l i n e  s e n / i c e ,  a s k  y o u r  
p r o v id e r  h o w  to  b e s t  a c c e s s  IR S  in fo r m a t io n .

► A c c o s s  th o  I n t e r n a l  R e v e n u e  I n f o r m a t io n  S e r v i c e s  b u l l e t i n  b o a r d  a t  
7 0 3 - 3 2 1 - 8 0 2 0  ( n o t  to l l - f r e e ) .

TIP: If y o u 'r e  a  n e w  u s e r ,  y o u  m a y  
w a n t  t o  r e a d  t h e  o n - l i n e  h e l p  f ir s t.

•  B y  f a x • F o r m s  a n d  o t h e r  
I n f o r m a t io n

► D ia l 7 0 3 - 4 8 7 - 4 1 6 0  ( n o t  to l l - f r e e )  f r o m  y o u r  f a x  m a c h i n e  t o  r o a c h  IR S  T a x  F a x .  
Y o u  c a n  r e q u e s t  u p  t o  3  i t e m s  d u r in g  e a c h  c a l l .  T h i s  f a x  p r o g r a m  p r o v i d e s  1 0 0  
o f  t h e  m o s t  p o p u l a r  f o r m s  a n d  in s t r u c t i o n s  ( n o t  p u b l i c a t io n s ) ,  a s  w e ll  a s  o t h e r  
in f o r m a t io n ,  2 4  h o u r s  a  d a y ,  s e v e n  d a y s  a  w e e k .

•  T e l e - T a x  t o p i c s ► See y o u r  i n c o m e  t a x  p a c k a g e  f o r  a  l i s t  o f  T e l e - T a x  to p i c s .

•U.S. Government Pointing Office: 1096 — 407-590

http://www.lrs.ustroa8.gov
ftp://ftp.lrs.ustrea8.gov
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Electronic deposit of taxes.—  If your total deposits of 
social security, Medicare, railroad retirement, and with­
held income taxes were more than $50,000 during cal­
endar year 1995, you must make electronic deposits for 
a ll depository tax liabilities that occur after June 30, 
1997. When determining whether you exceeded the 
$50,000 deposit threshold, combine deposits of the fol­
lowing tax returns you filed: Forms 941, 941-PR, 941— 
SS, 943,945, and CT-1. If you were required to deposit 
by electronic funds transfer in prior years, you must con­
tinue to do so throughout 1997. The Electronic Federal 
Tax Payment System (EFTPS) must be used to make 
electronic deposits. If you are required to make deposits 
by electronic funds transfer and fail to do so, you may be 
subject to a 10% penalty. Use EFTPS to deposit taxes 
reported on any of the following tax forms:
• Form 720, Quarterly Federal Excise Tax Return
• Form 940 or 940-EZ, Employer's Annual Federal Un­
employment (FUTA) Tax Return

• Form 941, Employer’s Quarterly Federal Tax Return 
(including Forms 941-PR and 941-SS)
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EFFECTIVE DATE ? ^ ^ f ^ ^ ' ^ M I N I k W M  WAGE
4/1/91 -9 / ’ 0/9«.. 

■ v  10/1/96-8/31/97.. 
9/1/97--------------------- -M.6S

V&&-

•Except a person employed aa a school bus Jrivcr shall recelveat)e4s(,two times the Alaska minimum wage.
Alaska Statute 23.10.050 • 23.10.150 establishes minimum wages and pxS^m^ayjjtnndajnls for employment subject lo its provisions. These stan­
dards are generally applicable to all employees. However, there.OTjcsccptfowtod l i ^ * * ^ -  -----------------------' ----- •-*--------------

1. Any individual employed
2. Any individual employed i
3. Any individual employed i . _ . . ............
4. Any individual employed in domestic service (including babysitters) In or about a private home,' - ~ S': V .
5. Any individual employed by the United Stotes, Stalet/rlodal’goyemnient Cl.tjifPolitical Subdivision!.’ "  :T'
6. Any individual engaged “ ■—  u-iu..yAi..lji.i.i_fi

voluntary basis. '•
7. Any individual engaged in the delivery of. newspaperiftc l̂hi
8. Any individual employed solely as a watchman'" “
9. Any individual employed in a bona fide execulivi 

Labor, or as an outside salesman or any'sale;
10. Any individual employed in thtsearch
11. Any individual under 18 years old
12. Employment by a nonprofit ed 

the employment requires resj
a. $10,000.00 fornj
b. $15,000.00 fot^t marri'

13. An independent cab 
patch service, and vtfo

14. A person who holi 
60 work days in

orplanLi nol in operation forfour months or more,

arc in residence at the facility if 
.at an annual rate of less than:

>,* n - s -' •*,“ •
cab, cab permit ordis-
-.■» i .
08.54, for the first

10.
11.
12.
13.
14.

15.

16.
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Should on employe 
one and onc-hulf tijics the rej

%\
1. An employee f an empl
2. Any individua employ: 

horticultural commodities'
3. Any employee of any 

employed not in Vices! oj 
calendar year during t|q ji

4. Any employee eng:
5. Any individual cmpliVcd in com',

1.000. '
6. Any switchboard opcratrtamployed thtf’public
7. Any employee engaged in nutdling telegf^jiic,' 

telegraph or communications o^mpan^whjr

per day. 
aid at the rate of

T agricultural or
7. \
individual is 
aggregate in any

A . t C . ' -

'otion of less dtan

t arrangements with a

Any individual employed as a se;
Any individual employed in planting^ii 
other forestry products to the mill, proce! 
lumber operation does not exceed'12.‘>&j?j£?
Any individual employed as an outside truyef OfpouU _ _ ____
Casual employees as definetf by regulations bT tbejCbtiuril^fbnfi^ 
Any employee of n hospital whose fcmployrffr 
Work

igertcy ore 
Icncy doesnq"

r in preparing or transporting logs or

,cecd $500.00 a month.

n*:v*ffl£uir
tfiSCTtfA^lSrrlutnbeT'of employees in such forestry or

  ..
ei*bf noulLR^atti-nTe'llTTnirTnnirnj' llinii TTTnr namral atateFrJv't . !':

...r._, r   ’
performed by an employee under a flexible sybrk Hou{ptan If lhe planTi'iricludctl as’part o f iicollective bargaining agreement.

Work performed by an employee under aVoluntary'flexible^ork jlla ri'lf/l-^^^^Z j/^ "* * '
o. The employee and the employe/ have"signed n \yridenagreemeitt and.lhe written agreement has been filed with the Department; and 
b. The Department has issued a certificate appTOviiig‘rheplan'\yhich*jiate?lbe'\vork.is for 40 hours'a week and not more than 10 hours a 

day: for work over 40 hours a'weekor'lO hours a'daj/uridef.’a flek!ble.work plan not included as put of a collective bargaining agree­
ment compensation nt the rate of one and'bne-half times the reguWYate’cf pa/shall be paid tor the overtime.

An individual employed as a line haul truck driver.for trip that ikceeds '100 road miles one if the compensation system under which the truck 
driver is paid includes overtime pay for work in excess bf 40 hours'pcV week of for, more than eight hours a day and the compcnsniiim system 
requires a rate of pay comparable to the rate‘of pay required by this sectlore/iW^-’
An individual employed as a community health aid by d local ptheglbnal Jiealth'orguiization as lltose terms are defined in AS 18.28.100.

An employer shall 
employment.

II keep for a period of at least three yeaf ail pnyfoU'fttfotinatW and records‘for each employcc’in his employ, nt the plncc of his
 __________  i -:•>aw* •••*-• ’ •
NOTE: The text above it not Intended lo have the eifecl Of law andl* (liteijded tblely.fof explanatory purposes. Inquiries should be made to: Wage & Hour 
Administration, Alaska Deportment of Labor, 3301.Eagle'Street, Sultd30l|P.d/BoX'107021,-Anchorage,'Alaska 99510-7021, (907) 269-1900
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S u m m a r y  of Alaska W a g e  &  Hour Act
M I N I M U M  W A G E  S T A N D A R D

NOTE: Alaska minimum wage* is as follows:

EFFECTIVE DATE MINIMUM WAGE
4/1/91 - 9/30/96.......... ............. $4.75
10/1/96 - 8/31/97.......... ............. $5.25
9/1/97................. ..............$5.65

*Excepi a person employed as a school bus driver shall receive at least two times the Alaska minimum wage.
A laska Statute 23.10.050 - 23.10.150 establishes m inimum wages and overtime pay standards for employment subject to its provisions. These stan­
dards are generally applicable to a ll employees. However, there are exceptions to the Act. The fo llow ing are not e lig ib le  for m inimum wage:

1. Any individual employed in agriculture.
2. Any individual employed in the taking o f aquatic life.
3. Any individual employed in the hand p ick ing o f shrimp.
4. Any indiv idual employed in domestic service (including babysitters) in or about a private home.
5. Any individual employed by the United States, State or local government (i.e. Po litica l Subdivision).
6 . Any individual engaged in the activities o f a nonprofit religious, charitable, cemetery, or educational organization where the services are on a 

voluntary basis.
7. Any individual engaged in the delivery o f newspapers to the consumer.
8 . Any individual employed solely as a watchman or caretaker on premises, property or plants not in operation for four months or more.
9. Any individual employed in a bona fide executive, professional or administrative capacity as defined by regulations o f the Commissioner o f 

Labor, or as an outside salesman or any salesman working on a straight commission basis
10. Any individual employed in the search for placer or hard rock minerals.
11. Any individual under 18 years old employed on a part-time basis for not more than 30 hours in any week.
12. Employment by a nonprofit educational or ch ild  care facility  to serve as a parent o f children while the children are in residence at the fac ility  i f  

the employment requires residence at the fac ility  and is compensated on a cash basis exclusive o f  room and board at an annual rate o f less than:
a. S I0 .0 0 0 .0 0  for an unmarried person; or
b. S I5.000.00 for a married couple.

13. An  independent cab driver who establishes the driving area and hours, who contracts on a flat rate basis for the use o f the cab. cab permit or d is­
patch sendee, and who is compensated solely by the customers served.

14. A  person who holds a license under A S  08.54 and who is employed by a registered guide or master guide licensed under A S  08.54, for the first 
60 work days in which the person is employed by the registered guide or master guide during a calendar year.

OVERTIME HOURS ,  A
No employer shall employ an employee not acting in a supervisory capacity for a workweek longer than 40 hours for more than 8 hours pei day.
Should an employer find it necessary to employ an employee in excess o f these standards, compensation for such overtime shall be paid at the rate o f
one and one-half times the regular rate o f pay. However, there are exceptions to the requirement o f  payment o f  overtime, and these are:

1. An  employee o f an employer who employs three people or less in the regular course o f business.
2. Any individual employed in handling, packing, storing, pasteurizing, drying, preparing in their raw or natural state or canning o f agricultural or 

horticultural commodities for market or in making cheese or butter or other dairy products.
3. Any  employee o f any employer engaged in small m ining operations where not more than 12 people are employed, as long as in individual is 

employed not in excess o f 12 hours a day or 56 hours a week during a period or periods o f not more than 14 workweeks in the aggregate in any 
calendar year during the m ining season.

4. Any employee engaged in agriculture.
5. Any individual employed in connection with the publication o f any weekly, semi-weekly or daily newspaper with a circulation o f less than 

1 .0 0 0 .
6 . Any switchboard operator employed in a public telephone exchange which has fewer than 750 stations.
7. Any employee engaged in handling telegraphic, telephone or radio messages for the public under an agency or contract arrangements with a 

telegraph or communications company where the message or communications revenue o f such agency does not exceed $500.00 a month.
8 . Any individual employed as a seaman.
9. Any individual employed in planting or tending trees, cruising or surveying or bucking or fe lling  timber, or in preparing or transporting logs or 

other forestry products to the m ill, processing plant, railroad or other transportation terminal i f  the total number o f  employees in such forestry or 
lumber operation does not exceed 1 2 .

10. Any individual employed as an outside buyer o f poultry, eggs, cream o f m ilk  in their raw or natural state.
11. Casual employees as defined by regulations o f the Com missioner c f  Labor.
12. Any employee o f a hospital whose employment includes the provision o f medical services.
13. Work performed by an employee under a flexib le work hour plan i f  the plan is included as part o f a collective bargaining agreement.
14. Work performed by an employee under a voluntary flex ib le  work plan if:

a. The employee and the employer have signed a written agreement and the written agreement has been filed with the Department; and
b. The Department has issued a certificate approving the plan which states the work is for 40 hours a week and not more than 10 hours a

day; for work over 40 hours a week or 10 hours a day under a flexib le work plan not included as part o f a collective bargaining agree­
ment compensation at the rate o f one and one-half times the regular rate o f pay shall be paid for the overtime.

15. A n  individual employed as a line haul truck driver for trip that exceeds 100 road m iles one i f  the compensation system under which the truck 
driver is paid includes overtime pay for work in excess o f 40 hours per week or for more than eight hours a day and the compensation system 
requires a rate o f pay comparable to the rate o f pay required by this section.

16. A n  individual employed as a community health aid by a local or regional health organization as those terms are defined in A S  18.28.100.

R E C O R D K E E P I N G

An employer shall keep for a period o f at least three year all payroll information and records for each employee in his employ, at the place o f his 
employment.
NOTE: The text above is not intended to have the effect of law and is intended solely for explanatory purposes. Inquiries should be made to: Wage & Hour 
Administration. Alaska Department of Labor, 3301 Eagle Street. Suite 301. P.O. Box 107021, Anchorage, Alaska 99510-7021, (907) 269-4900

W/H-F-08
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DRAFT -  TIP CREDIT LEGISLATION

S ection  1. T ip  C red it

Amend A S  23.10.065(a) as follows: i

Except as provided under (b) o f  this section, an employer shall pay to each employee 
wages at a rate o f  not less than 50 cents an hour greater than the prevailing Federal 
M in im um  Wage Law  for hours worked in a pay period , whether the work is measured by 
time, piece, commission, or otherwise. An  employer may-not- apply-tips- or gratuities 
bestowed upon employees-as-a-c-redit-toward-payment of- the-m-ifli muHi-Iieurly-wage 
requHed-ky-thkr-seetieft. T ip credit as-defined by4he-Fair-L-abor-Standards-Act of-1938- us 
amended does not-app ly4o-the-i:mnimttH-i-wage-established-by-this section. IN  
D E T E R M IN IN G  T H E  M IN IM U M  H O U R L Y  W A G E  A N  E M P L O Y E R  IS R E Q U IR E D  
T O  P A Y  A  T IPPE D  E M P L O Y E E , T H E  A M O U N T  PA ID  SU C H  E M P L O Y E E  S H A L L  
B E  A N  A M O U N T  E Q U A L  T O

(1) A  C A S H  W A G E  PA ID  S U C H  E M P L O Y E E  B Y  HIS O R  H E R  E M P L O Y E R  
N O T  LES S  T H A N  S5.25 P E R  HO UR; A N D

(2) A N  A D D IT IO N A L  A M O U N T  O N  A C C O U N T  O F T H E  TIPS R E C E IV E D  
B Y  S U C H  E M P L O Y E E ,  W H IC H  A M O U N T  IS E Q U A L  T O  T H E  
D IF F E R E N C E  B E T W E E N  T H E  M IN IM U M  W A G E  SPE C IF IED  IN T H E  
F IR ST  P A R A G R A P H  O F  TH IS S E C T IO N  A N D  T H E  C A S H  W A G E  
S PE C IF IED  IN  P A R T  (1) H ER EO F .

Section  2. E ffect Date

Th is Act takes effect immediately pursuant to AS  01.10.070(c).

Section  3. S h ort T itle

This Act may be cited as the “ T ip  Credit A ct o f  1997.”
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— casual babysitters and persons employed as companions to the elderly or infirm.

Most farmworkers do not have to be paid overtime but must be paid at least the m inimum wage for all 
hours worked.

Certain full-time students, students in vocational education programs, and workers w ith d isabilities may 
be paid less than the minimum wage i f  employers obtain special certificates from the Department o f  
Labor.

Training Wage

(The training wage provisions expired March 31, 1993.)

Tipped Employees

A  tipped employee is one who regularly receives more than $30 a month in tips. T ips received by such 
employees may be counted as wages up to 50 per cent o f  the minimum wage. The minimum cash wage 
that employers must pay (from their own pockets) to lipped employees is $2,125 per hour. I f  an 
employee's hourly tip earnings (averaged weekly) added to this hourly wage do not equal the minimum 
wage, the employer is responsible for paying the balance.

Enforcement

The Wage and Hour D iv ision o f  the Department o f  Labor administers and enforces the F L S A  and has 
the authority to supervise voluntary payment o f  back wages, but cannot order such payment i f  the 
employer refuses to pay. Such matters fall under the jurisdiction o f  the courts and individuals have a 
private right under Section 16(b) o f  the F L S A  to file suit to recover back wages as well as court costs 
and reasonable attorney fees.

For more information...

Contact the nearest office o f  the Wage and Hour Division, listed in most telephone directories under 
U.S. Government, Department o f  Labor, Employment Standards Administration.

Th is is one o f  a series o f  fact sheets highlighting U.S. Department o f  Labor Programs. It is intended as a 
general description only and does not cany the force o f  legal opinion.

Texas Workforce Commission 
Last Modified; April 03, 1995 
Return to die TWC Home Pave.
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Federal Minimum Wage and Overtime Pay Standards
U N IT E D  S T A T E S  D E P A R T M E N T  O F  L A B O R  Employment Standards Administration Fact Sheet No. 
E S A  91-7

F E D E R A L  M IN IM U M  W A G E  A N D  O V E R T IM E  P A Y  S T A N D A R D S

The Fair Labor Standards Act o f  1938 (FLSA), as amended, requires that most employees in the U.S. be 
paid a minimum hourly wage and premium overtime pay after 40 hours in a workweek.

Over 80 m illion  nonsupervisory employees are subject to the minimum wage; 69.7 m illion  are in the 
private sector and 10.9 m illion  are employed in the public sector.

M in im um  Wage

On A p ril 1, 1991, the m inimum wage increased from $3.80 an hour to $4.25 an hour (some states and 
the D istrict o f  Colum bia have higher minimum wages; those wages prevail over the Federal m inimum 
wage).

Overtime Pay

Employees covered by the F L S A  generally are entitled to overtime pay for all hours worked over 40 in 
one workweek. Overtime pay must equal at least one and one-half times an employee's regular rate o f 
pay. There is no lim it to the number o f  hours per day or days per week an adult employee may be 
required to work.

Covered Employees

Covered employees are:

-- employees engaged in interstate commerce or in the production o f goods for interstate commerce (i.e., 
goods that travel across stale lines), regardless o f  the employer's annual volume o f  business;

— employees who work for enterprises that have an annual gross volume o f  sales made or business done 
o f over $500,000;

— employees o f  hospitals, residential facilities that care for those who are physically or mentally ill or 
disabled, or aged, schools for children who are mentally or physically disabled or gifted, pre- schools, 
elementary and secondary schools, and institutions o f  higher education regardless o f  the annual volume 
ofbusiness;

— employees o f  public agencies.

Exemptions

Certain executive, administrative and professional employees and outside salespeople arc exempt from 
both the m inimum wage and overtime pay standards.

Other exemptions: — employees o f  certain seasonal amusement or recreational establishments, 
employees o f  certain small newspapers, switchboard operators o f  small telephone companies, seamen 
employed on foreign vessels, and employees engaged in fishing operations;
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W a g e  D a t a  f o r  S e l e c t e d  O c c u p a t i o n s

Anchorage and MatSu Census Areas (July 1995)

Hourly wage information is for private employers only. Federal, state, and local government wages are 
not represented.

The firms selected for the wage rate sample were the ones most likely to employ the occupations 
included in the survey. Survey responses are voluntary, and while eveiy effort was made to obtain wage 
information from employers, some chose not to respond.

Each occupation that appears in the wage rate table was reportedfor at least 15 employees by a 
minimum of seven businesses or 30 employees by five businesses.

Occupation
M ed ian

($)
M id d le  

Range ($)
M ean

(S)
No. ol 

Businesses
No. of] 

Em ployees

M A N A G E R S  and A D M IN IS T R A T O R S

Automotive Parts Department Managers 18.50 14.96-23.80 to o L- 19 34

; Fast Food Restaurant Managers 1 2 . 0 2 10.59-16.37 13.83 6 53

Financial Managers 23.59 18.14-30.67 25.28 65 125

Food Service &  Lodging Managers | 15.001| 10.90-19.35 15.35 6 30

Merchandise Managers | 24.03j| 17.50-30.19,(25.03 r  ^ 2 0 ;

P R O F E S S IO N A L ,  
P A R A P R O F E S S IO N A L ,  and 
T E C H N IC A L

Accountants &  Auditors 17.21 13.94—21.39, 17.66] 70 151

Architects (Exc. Landscape &  Marine) 25.52 23.75—32.29 27.56 I 5 33

Broadcast Technicians 1 0 . 0 0 8.00—12.97j 11.44 j 6 31

Chemists (Exc. Biochemists) 14.00 12.50-16.00, 15.17 j 6 1 43

Chiropractors 34.641 19.90-45.04 37.46 1 0 16

C iv il Engineering Technicians &  
Technologists 2 0 .00, 15.56-23.81! 21.35 19 58

C iv il Engineers 27.97 j 21.67-33.33 28.23 23 i 92

Computer Programmers 23.03 ] 19.11—28.39 23.64 1 0 46

Dental Hygicnists 30.00 30.00—30.87j 30.14 1 8 1 32

Dentists 50.731 48.11—57.741 54.05 9 J 15 !

Drafters 18.25] 15.22—20.47j 18.84 3 1 74

Electrical &  Electronic Engineering 
Technicians 21.65' 15.90-25.96 2 1 . 0 0 1 2 : 79

Electrical &. Electronic Engineers 25.45 j 22.22-32.50 27.89 1 2 40

Floral Designers 9.00|| 7.50-10.50 9.05] 9 ]  31

|Gcologists/Geophysicists/Occanographcrs 18.00|| 18.00-23.17121.43 || 8 54

Inspectors Compliance O fficers 31.23 j 20.89—33.24 [28.09 I) 7 16

[Lawyers j| 29.25 || 26.56-41.86]|33.19 !| 2 0  | 95
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I Loan O fficers 19.13 15.02-23.98 20.42 9 92

Mechanical Engineering Technicians &  
Technologists 2 1 . 2 0 19.43-32.40 25.68 7 2 1

Mechanical Engineers | 28.85 20.00-33.15 27.33 14 4 1  i
M edical Laboratory Technicians &  
Technologists 15.00 13.50-17.37 15.33 8 2 1

Microcomputer Support techn icians

o
 

o 
.

VO 12.50-19.23 15.70 1 0 31

Nurse Practitioners 28.43 25.00-30.00, 28.49 16 32

Nurses: Licensed Practical 13.00 12.51-15.01 13.65 23 67

Nurses: Registered 17.40 15.00-20.60 18.86 44 166 |

Opticians: Dispensing &  Measuring 12.62 9.81-16.91 13.74 1 2 30

Paralegal Personnel 18.50 16.33-20.57 18.57 25 84|

Personnel, Training, Labor Relations 
| Specialists 23.19 15.08-32.88 23.94-j 18 52 j

Photographers 9.87 7.75-13.59] 11.16 3 2 2

' Physician Assistants 32.00 21.41-34.61 29.17j 1 1 ! 15

Physicians &  Surgeons 50.02 40.00-86.55 64.69 j 29 82

Purchase Agents (Exc. Whoiesale/Retail/Fann 
Products) 19.75 15.82-25.04

" n  
2 1 . 0 1 271 38

Radiolog ic Technicians 15.15 ] 12.73-19.00 16.05 | 11 39

I Social Workers 1 2 .00] 10.60-14.29; 12.98 1 16; 151__________
Surveyors &  Mapping Scientists 22.77 18.25-27.05 23.46 8 24

j Systems Analysts, Electronic Data Processing ; 28.26 22.90-30.04 25.82 9] 2 1

[ Teachers: Preschool &  Kindergarten 9.24; 8.54-10.34) 9.71 8 42

Underwriters 2 0 . 6 8 16.49—24.52] 21.17 8 1 29

Veterinarian Technicians &  Technologists 9.75 8.62-11.13[ 10.18| 11 30

Veterinarians 23.09 19.28-26.69! 23.53 11 29

Wholesale &  Retail Buyers (Exc. Farm 
Products) 16.94 14.06-21.03__________ 117.75 !?.[ 48

[Writers &  Editors 19.40 18.16-20.50] 18.68 | 7 1 0 1

[SALES

|Cashiers 7.30! 6.25-11.00 9.26 28! 665

[Counter &  Rental C lerks 7.50 6.25- 9.80J 9.00, 24 95
[Sales Representatives (Exc. Scientific &  Retail 
[products) 16.35 14.00-19.50 16.65 2 1 90!

Salespersons: Parts 1 0 .00] 8.89-12.50 1 0 . 8 6 30 i 175

Salespersons: Retail 8.50 j 6.50-12.50 10.13: 48 207

[|Travel Agents 10.38 J 8.06-12.38i 10.48 “ nn 6 8

C L E R I C A L  and A D M IN IS T R A T  IV E  
S U P P O R T
Billing, Cost &  Rate Clerks

«—

10.81 — 16.70113.63 | 34 76

|Bookkeeping, Accounting &  Aud iting C lerks 11.11 || 9.39— 13.86j|I 1.91 ![ 252 [ 737
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Computer Operators (Exc. Peripheral 
Equipment) 15.01 12.12-18.01 15.63 2 1 51

Customer Service Representatives: U tilities 17.72 16.75-18.10 17.15 5 8 6

Data Entry Keyers 9.02 6.95-11.12 9.44 14 62

Dispatchers (Exc. Police/Fire/Ambulance) 17.56 12.12-23.25 17.40 23 44

Expediters 1 2 . 0 0 9.00-16.00 12.55 27 35

F ile  Clerks 8 . 0 0 7.00- 9.03 8.38 37 62]

General O ffice  C lerks 10.15 8.25-13.00 10.98 185 483 J

I Hotel Desk C lerks 9.00 6 .93- 9.49 8.38 5 55

j Insurance Adjusters/Examiners/Investigators 25.67 22.55-30.09 26.55 8 79

| Loan &  Credit C lerks 12.63 11.25-16.74 13.66 8 75

M a il C lerks (Exc. M a il Machine/Postal 
Service) 8.17 7.22-10.81 9.01 9 36 |

; Messengers 8.75 7.87—10.10 9.02 16 2 2  i

J Order Clerks: Materials/Merchandise/Service 11.53 10.00-14.27j 1 2 . 2 1 18 50

I Order Fillers: Wholesale/Retail Sales 8 . 0 0 8.00-8.18 9.15 6 30 i

|Payroll &  Timekeeping Clerks 12.77 10.94-13.92| 12.54 30 40

' Personnel C lerks (Exc. Payro ll &  
' Timekeeping) 11.83 10.14-14.62. 12.72 23 32

' Receptionists &  Information C lerks 9.51 8 .00-11.1 lj 9.85 140! 261

Reservation/Transportation T icket Agents 10.881 9.50-15.70; 12.08 6 1 229

Secretaries 1 2 . 1 2  J 10.26-15.00 12.85 118 j 2641

Secretaries: Legal 17.71 j 15.50-19.68 17.53 26 j 87

Secretaries: M ed ica l 14.50 j 11.42—17.25J 14.38 16 29

Stock Clerks: Stockroom/Warehouse/Storage 
! Yard 9.50

|
8.00-12.18 10.30 i « l 58

Supervisors/Managers: 
C lerical/Adm inistrative Support 15.01 13.33-20.19

1

17.42
1

140 438

Switchboard Operators 9.10j 7.50-10.22 9.44 1 2 1 43

Teacher A ides 7.96!I 6 .46-8 .10 7.53 8 !| 37

[Tellers 8.35 7.79-9.14 8.63 M 340

!|Traffic, Shipping &  Receiving Clerks 10.09 8.88-15.52 13.34 1 9 1| 72

[Typists (Including Word Processing) 11.50 j| 10.50—12.50 j12.26 | 1 5  1 29

S E R V IC E

Amusement &  Recreation Workers 6.50: 5 .00- 7.00 6.78 6 S7

Bartenders 8.75 7.00- 9.34j 8.411 2 1  1 74!

Ch ild  Care Workers 7.52 7.00- 8.00 7.58! 9] 189
Combiner Food Prep/Service Workers: Fast 
Food 5.25 5.00- 5.75 5.74 8

|
271

: Cooks: Institutional or Cafeteria 1 0 . 0 0 1 9.22-11.00 10.41 | 1 2  j 24
Cooks: Restaurant 9.00 7.70-10.36 9.06; 16 81
Dental Assistants 14.001 12.40-15.69 13.791 23] 58
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Din ing Room/Cafeteria Attendant/Bartender 
Helpers ! 5.50 5.37- 6.47 5.94 6 45

j Dishwashers j 6.50 5 .50- 8.25 6.71 18 8 6

Food Preparation Workers 7.50 5.25- 9.00 7.64 18 90

Guards &  Watch Guards 8 . 0 0 6 .25- 9.60 8.59 9 ______ 2 5 1
Hosts/Hostess: Restaurant/Lounge/Coffee 
Shop 6.33 5.43- 7.50 6.47 7 26

Housekeeping Cleaners 8.44 8.25- 9.04 ["8.34 9 107

Janitors/Cleaners (Exc. Maid/House Cleaner) 7.00 6 .50- 8.00 7.71 45 298

i Medical Assistants 1 2 . 0 0 10.50-13.78 12.28 13 2 1  [

Tour Guides 10.39 8.08-10.39 9.76 5 _ 3 7 J

|Waiters &  Waitresses 5.00 | 4.75-5.99j[ 5.43 )| 22 j| 274 i

A G R IC U L T U R E ,  F O R E S T R Y ,  and 
F IS H IN G

Anim al Caretakers 6.50 5 .87- 8.00 6.84 16 37

Gardeners &  Groundskeepers (Exc. Farm) j| 8.50 6.69—11.78|| 9.59 ______ 1 0 ______ J i l

P R O D U C T IO N , C O N S T R U C T IO N , 
O P E R A T IN G ,  M A IN T E N A N C E ,  
M A T E R I A L  H A N D L IN G

Aircraft P ilo ts &  F ligh t Engineers 32.25 15.96-80.41 50.04 6 311

Automotive Body Repairers 16.00 12.00-18.00J 15.92| 8 521

|Bus Drivers 9.75 8.00-11.05| 10.17] 43|

Carpenters 16.48 14.00-22.00; 1 8 . 0 8 1 . 32, 219!

Concrete &. Terrazzo Finishers 24.82J 18.00-24.82 2 2 .02; 3 52
jDriver-Sales Workers 9.07 7.00-12.95, 10.25 14 41 ,

|Electrical Powerline Installers/Repairers 30.65 25.67-32.40; 23.27 6  i___ _____ 1 85

[Electricians 26.32 19.00-28.55, 24.86 19 219

; Excavating &  Loading Machine Operators 26.37 23.11-26.55; 24.07 1 0 57

Freight, Stock, &  Material Movers: Hand 9.0011 7.58-11.85 9.74 18 1 2 2 !

G laziers 23.02 18.50-23.42;' 20.53 30

Hand Packers &  Packagers 10.501 9.00-11.50 10.29; 5 ' 39

Heating, A ir  Conditioner/Refrigeration 
Mechanics 18.00 15.50-19.75 18.36 15 55

Helpers, Laborers, &  Material Movers: h  »»id 1 0 . 0 0 1 8.84-13.59 11.70 46 215[

; Industrial Truck &  Tractor Operators 14.67 11.95—28.70 17.70; 6 82

Laundry/Drycleaning Machine Operators 
(Exc. Pressing) 8.44 7.56- 9.27j 8.35 8

|
2 1

Line Service Attendants 1 0 . 1 0 8.03-13.93 11.30 5 365

Machinery Maintenance Workers 11.70 8.00-15.00, 11.92 8 18

Machinists | 20.75 | 13.50-21.00| 17.97 [ 6 " H i
Maintenance Repairers: General U tility  || 13.93 | 10.20-17.00 13.641 16 67

[Mechanics: A ircraft 17.80 | 15.65-20.50 18.021 1 1 225]
[Mechanics: Automotive [ 16.00 | 10.65-19.38|| 15.39 | 32 || 217
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Mechanics: Bus/Truck &  Diesel Engine 
Specialist 16.00 13.67-20.39 16.96 22 94
Operating Engineers 21.22 15.00-26.37 21.13 13

3 2  J

Painters &  Paperhangers: Construction &  
Maintenance 16.75 14.00-19.04 16.77 12 64
Plumbers, Pipefitters &  Steamfitters 21.50 16.00—27.00] 21.94 12 126

Printing Press Machine Operators &  Tenders 10.61 8.87-14.00; 12.08 7
.

30
I Roofers 18.00 10.00- 2 1.00; 16.53 5 75
I Service Station Attendants 6.50 6.00- 7.75 6.98 13 94]
f Sheet M eta l Workers 27.11 27.11-27.11 25.28 j 6 C\ "

J

Small Engine Specialists 12.50 12.00-16.50] 15.05 9 25
Supervisors: Production, Construction, 

|| Operation, Maintenance 22.50 16.81-29.45] 24.38 48 149
Truck Drivers: Heavy or Tractor-trailer 15.55 13.65-22.55 16.98 31 291
Truck Drivers: L ight (Includes Delivery/Route I 
Workers) 8.50 7.00—ll.Oo] 9.25 j 51 160
Vehicle Washers &  Equipment Cleaners 6.00 6.00- 7.00 6.64 13 119

S Welders &  Cutters 16.90 12.87-17.00; 15.79 .. ........................11 42

Source: A laska Department o f  Labor, Research and Analysis Section

Median=The hourly wage at which half of the employees in the occupation cam more and half earn 
less.
Middle Range-The middle 50% of hourly wages. One-quarter of the workers in an occupation earn 
less than the low end of the range and one-quarter earn more than the high end of the range.

Mean=The arithmetic average computed by adding up the hourly wage rate of each employee in that 
occupation and then dividing by the number of employees.

[Research and Analysis Home Page] [Department o f  Labor Home Page] [Stale o f  Alaska Home Page]

Return to Wane Rate Menu

Last Update: 9/05/96
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February 8,1997 

Norman:

Re: tip bill

(V

, I

/i k fc

^  *

M  a.
, L a j c

(J. <•
f / 1

x ^a> n

w  ^ , , r t . / f o *
1. Are you going to do this as a committee bill or as a personal bill? (_5V

II
2. As I understand it, tips are to be considered a part of a food server's hourly
wage so that a business owner can deduct from the floor (minimum wage) the tips 
earned by a person so that the^person doesn't get the benefit of the tip. In other 
words, I don’t like this concept and don't really understand it but it is your political 
career not mine! "------

So let's use Suzy Waitress under the two plans:

Right now, Suzy Waitress earns $6 an hour. When she is tipped, what 
I < happens to that tip and what does a business have to do about it. Back in the dark 
' vy.t1' ages when I was waiting tables, I only had to report to the IRS what I made in tips

and no onesjbut me counted mine! As I understand it, the business that employs 
Suzy Waitress has to make some kind of accounting now for her tips and figure a 
percentage and then that percentage plus Suzy's basic wages are (reported to the IRS.

&
» til/-.-1 Under your plan, Suzy Waitress would earn a minimum hourly wage, no 

less than the federal minimum wages adopted for Alaska, but the tips would go 
( where???? Does the tip credit offset the overall hourly wage, for example, so

1 1 ' business owner A doesn't pay .Suzy Waitress anything because the tip earnings takes
’[7 care of her wages or what? w ( J w  \j* I* * It £  d < > ,'f fa ftf'Vt.

^ r ' " f' J  ’ ott>  d b j J f p  fa n .  $  / w  r  W  / U 'M
See, I really am confused and I have read how some of the other states do it but it 
just isn't sinking in. ’
Janet

/U
U r 0 ■ A

J/4 £ f

/.< *■< ‘
t  fr o u 1,1 ( 5

J
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Attached are copies of both California Assembly Bill 2791 and a current bill status.
The bill was never passed into law. I hope this information is helpful for your 
purposes. If you need further assistance please do not hesitate to contact me.

From ihe  desk of...

Paul Brandt 
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130 Seward Street, Suite 218 

Juneau AK 99801-2196

907-465-6607 
Fax: 90/-463-3351



REB-11-97 TUE 12=44 LEGISLATIVE RESEARCH AGY FAX NO. 907 463 3351

ab_2791_bill_960429junended_asm at www.leginf...

RILL NUMBER: AB 2791 AMENDED 0 4 /2 9 /9 6  
BILL TEXT

AMENDED IN ASSEMBLY APRIL 29, 1996 
AMENDED IN ASSEMBLY MARCH 25, 1996

INTRODUCED BY Assembly Member Baldwin

FEBRUARY 22, 1996

An a c t  t o  amend S ection s  351 and 1173 o f  the Labor Code, r e la t in g  
to  employment.

LEGISLATIVE COUNSEL'S DIGEST

AB 2791, as amended, Baldwin. Minimum wage: ded u ction  o f
g r a t u i t i e s .

E x is t in g  law g e n e r a lly  p r o h ib it s  em ployers from deducting  
g r a t u it ie s  p a id , g iven  t o , o r  l e f t  f o r  em ployees from wages due the 
em ployees. E x is t in g  law p ro v id e s  an ex ce p tio n  fo r  employment in  
which no charge i s  made to  the patron  f o r  the s e r v ic e s  rendered to  
the p a tron  by the em ployee i f  the employee i s  r e c e iv in g  the h igh er o f  
the fe d e r a l  o r  s ta t e  minimum wage and the em ployee 's  wage o r  sa la ry  
i s  guaranteed in  f u l l  i r r e s p e c t iv e  o f  the amount o f  t ip s  re ce iv e d  by 
the em ployee.

T h is b i l l  would, f o r  purposes o f  com pliance w ith the s ta te  minimum 
wage and s u b je c t  t o  a u th o r iz a t io n  by an ord er  o f  the In d u s tr ia l  
W elfare  Commission, perm it em ployers to  deduct from the minimum wage 
o th erw ise  due an em ployee the same amount o f  g r a t u it ie s  perm itted  to  
be deducted  fo r  purposes o f  com pliance w ith  the minimum wage 
e s ta b lis h e d  by the fe d e r a l  F air Labor Standards A c t . {+ However, 
th ese  d ed u ction s  co u ld  not cause the wages paid  to  be below  the s ta te  
minimum wage in  e f f e c t  on January 1, 1996. +)

v o t e :  m a jo r ity . A p p ro p r ia tio n : no. F is c a l com m ittee: y e s .
State-m andated l o c a l  program : no.

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1 . S e c t io n  351 o f  the Labor Code i s  amended to  read :
351. (a) Except as p rov id ed  in  su b d iv is io n s  (c) and ( d ) , no

em ployer o r  agent s h a ll  c o l l e c t ,  take, o r  re ce iv e  any g r a tu ity  o r  a 
p a rt th e r e o f ,  p a id , g iven  t o  or l e f t  f o r  an employee by a p a tron , or 
deduct any amount from wages due an employee on account o f  the 
g r a tu ity , o r  req u ire  an employee to  c r e d i t  the amount, o r  any p art 
th e r e o f ,  o f  the g r a tu ity  ag a in st and as a p art o f  the wages due the 
employee from the em ployer.

(b) Every g r a tu ity  so  re ce iv e d  by an employee i s  the s o le  p rop erty  
o f  the em ployee o r  em ployees to  whom i t  was p a id , g iv en , o r  l e f t  
f o r .

(c ) S u b d iv is ion  (a) does not apply to  any employment in  which no 
charge i s  made to  a patron  f o r  s e r v ic e s  rendered to  the patron  by an 
em ployee on b e h a lf  Of h is  o r  her em ployer i f  both  o f  the fo l lo w in g  
c o n d it io n s  are met:

(1) The employee i s  r e c e iv in g  a wage or sa la ry  not Less than the 
h igh er o f  the s ta te  o r  fe d e r a l minimum wage, reg a rd le ss  o f  whether 
the em ployee i s  s u b je c t  to  e ith e r  minimum wage law.

(2) The em p loy ee 's  wage or  sa la ry  i s  guaranteed and p a id  in  f u l l  
i r r e s p e c t iv e  o f  the amount o f  t ip s  r e ce iv e d  by the em ployee.

(d) For purposes o f  com plying w ith , and where perm itted  by , an
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ord er  o f  the in d u s tr ia l  W elfare commission e s ta b lis h in g  the minimum 
wage, an em ployer may deduct from wages due an employee the same 
amount o f  g r a t u it ie s  re ce iv e d  th a t co u ld  be deducted  from wages due 
the employee fo r  purposes o f  com plying w ith  the minimum wage 
e s ta b lis h e d  by S ection  6 o f  the fe d e r a l F a ir  Labor Standards A ct , as 
amended (29 U .S .C ., S ec. 2 0 S ). {+ However, d ed u ction s pursuant to
th is  s u b d iv is io n  from wages due an employee s h a l l  in  no ease  reduce 
the wage p a id  the employee below  the minimum wage s p e c i f i e d  by th e  
laws o f  t h is  s ta t e  on January 1, 1996. +)

SBC. 2. S e c tio n  1173 o f  the Labor Code j.s amonded to  read :
1173. i t  s h a l l  be the con tin u in g  duty o f  the In d u s tr ia l  W elfare 

Commission, h e r e in a fte r  r e fe r r e d  to  in  t h is  ch apter as the 
com m ission, t o  a s c e r ta in  the wages pa id  to  a l l  em ployees in  t h is  
s ta te , and t o  a s c e r ta in  the hours and co n d it io n s  o f  la b o r  and 
employment in  the v a r io u s  o ccu p a tion s , tra d es , and in d u s tr ie s  in  
which em ployees are employed in  t h is  s ta te , and to  in v e s t ig a te  the 
h ea lth , s a fe ty ,  and w e lfa re  o f  such em ployees.

The com m ission s h a l l  conduct a f u l l  review  o f  the adequacy o f  th e  
minimum wage a t l e a s t  once every  two y ea rs . The com m ission may, upon 
i t s  own m otion o r  upon p e t i t i o n ,  amend o r  re s c in d  any Order o r  
p o r t io n  o f  any o rd er  o r  adopt an ord er  co v erin g  any o ccu p a tion , 
tra d e , o r  in d u stry  not cov ered  by an e x is t in g  ord er  pursuant to  the 
p r o v is io n s  o f  t h is  ch a p ter . C on sisten t w ith  the purposes o f  t h is  
chapter Che commission may adopt o r  amend an o rd er  p erm ittin g  
em ployers t o  c r e d i t  g r a t u it ie s  r e ce iv e d  by an employee in  re d u ctio n  
o f  the em p loy er 's  o b l ig a t io n  to  pay the minimum wage, in  accordan ce  
with s e c t io n  351.

B efore  adopting  any new r u le s , r e g u la t io n s , o r  p o l i c i e s ,  the 
commission s h a ll  c o n s u lt  w ith the o ccu p a tio n a l S a fe ty  and H ealth 
Standards Board t o  determ ine th ose  areas and s u b je c t  m atters where 
the r e s p e c t iv e  ju r i s d i c t i o n  o f  th e  commission and the O ccu pation a l 
S a fe ty  and H ealth Standards Board o v e r la p . In the case  o f  such 
ov er la p p in g  ju r i s d i c t i o n ,  the  O ccupational S a fe ty  and Health 
Standards Board s h a l l  have e x c lu s iv e  ju r i s d i c t io n ,  and r u le s , 
re g u la t io n s , or p o l i c i e s  o f  the commission on the same s u b je c t  have 
no f o r c e  o r  e f f e c t .
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Minimum Wage and Overtime Premium Pay Standards A p pl icab le  to  
Nonsupervisory NONFARM Priva te  Sector  Employment 

Under S ta te  and Federal Laws 
January 2, 1997

S t a t e  or 
other  j u r i s d i c t io n *

Future
e f f e c t i v e
date

Basic  mini­
mum rate  
(per hour)

Premium pay a f t e r  
des ig n a te d  hours 1/

D ai ly  Weekly

FEDERAL;

Fair Labor Standards Act 
(FLSA) 9 /1 /97

$4.75
5.15

40

STATE:

Alabama * i «

Alaska
9 /1 /9 7

5.25
5.65

8 2 / 40 2 /

Arizona • * «

Arkansas 
(Applicable  to  em­
p loy ers  o f  4 or mere)

4.25 40

C a l i fo r n ia
3 /1 /97
9 /1 /97
3 /1 /98

4.75  
5.00  
5.15
5.75

8 3/  
over 12 
(double 
time)

40 3 /
7th day 3/ 
F i r s t  8 
(time 
and 
h a l f )

Over 8 
(double 
time)

Colorado 4.75 12 40

Connecticut
9 /1 /97

4.77
5.18

40 4/

Delaware
9 /1 /97

5.00
5.15

i i i

D i s t r i c t  o f  Columbia
9 /1 /97

5.75
6.15

40

Florida , . . • • •

See  f o o t n o t e s  a t  e n d  o f  t a b l e
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Minimum Wage and Overtime Premium Pay Standards  A p p l i c a b l e  t o  
N o n su p e rv iso r y  NONFARM P r i v a t e  S e c t o r  Employment 

Under S t a t e  and F ed er a l  Laws— Continued  
January 2, 1997

S t a t e  or  
o th e r  j u r i s d i c t i o n *

Future
e f f e c t i v e
date

Georgia  
(A p p l ic a b le  to  
employers  o f  6 or  more)

Guam

Hawaii 5 /

9 / 1 / 9 7

B a s i c  m i n i -  
mum r a t e  
(per hour)

S 3 .2 5

4 .7 5
5 .1 5

5 .2 5

Premium pay a f t e r  
d e s i g n a t e d  hours  1 /

D a i l y  Weekly

40

40

Idaho

I l l i n o i s  
(A p p l ic a b le  to  
employers  
o f  4 or  more)

Indiana  
(A p p l ic a b le  t o  
employers  
o f  2 or  more)

Iowa

Kansas

Kentucky

9 / 1 / 9 7

9 / 1 /9 7

4 .2 5

4 .7 5
5 .1 5

3 .3 5

4 .7 5
5 .1 5

2 .6 5

4 .2 5

40

40

6 /

46

40 
7 th  day

L o u is ia n a

Maine

Maryland

9 / 1 / 9 7

9 / 1 /9 7

B a l t im o r e  C i t y  Ordinance  
( A p p l i c a b le  to  
employers  o f  2 or  more)

M a ssa c h u se t t s

4 .7 5
5 .1 5

4 .7 5
5 .1 5

4 .2 5

5 . 2 5

40

40 7 /  

40

4 0

S e e  f o o t n o t e s  a t  e n d  o f  t a b l e



Minimum Wage and Overtime Premium Pay Standards  A p p l i c a b l e  to  
, N o n su p e r v i so r y  NONFARM P r i v a t e  S e c t o r  Employment

Under S t a t e  and F edera l  Laws— Continued  
January 2, 1997

" Future  B a s i c  m i n i -  Premium p a y  a f t e r
S t a t e  o r  e f f e c t i v e  mum r a t e  d e s i g n a t e d  hours  1 /

o t h e r  j u r i s d i c t i o n *  d a t e  (per hour) __________________
D a i l y  Weekly

Michigan $ 3 .3 5
( A p p l i c a b le  t o  
employers  o f  2 or  more)

M innesota
Large em ployer  ( e n t e r p r i s e  w i t h  

annual r e c e i p t s  o f  $ 3 6 2 ,5 0 0  
or  more) 4-25

Small  em ployer  ( e n t e r p r i s e  w i th  
annual r e c e i p t s  o f  l e s s  than  
$ 3 6 2 ,5 0 0 )  4 .0 0

M i s s i s s i p p i

M is so u r i  8 /
9 / 1 / 9 7

4 .7 5
5 .1 5

40 8 /

Montana 
e x c e p t  b u s i n e s s e s  w i th  
g r o ss  annual  s a l e s  o f  
$110 ,0 00  or  l e s s

9 / 1 / 9 7
4 .7 5
5 .1 5

4 .0 0

40

Nebraska
(A p p l i c a b le  t o  em­
p l o y e r s  o f  4 or  more)

4 .2 5 •  •  ••

Nevada
9 / 1 / 9 7

4 .7 5
5 .1 5

0 9 /  40 y

New Hampshire
9 / 1 / 9 7

4 .7 5
5 .1 5

40

New J e r s e y 5 .0 5 40

New Mexico 4 .2 5 40

New York 4 .2 5 40

North C a r o l in a 4 .2 5 40 w

North Dakota 4 .7 5 40

S e e  f o o t n o t e s  a t  e n d  o f  t a b l e



Minimum Wage and Overtime Premium Pay Standards  A p p l i c a b l e  t o  
N o n s u p e r v i s o r y  NONFARM P r i v a t e  S e c t o r  Employment 

Under S t a t e  and F ed era l  Laws— Continued  
January 2, 1997

S t a t e  or  
o t h e r  j u r i s d i c t i o n *

Future
e f f e c t i v e
d a te

Ohio
e x c e p t / em p loyers  w i t h  
g r o s s  annual  s a l e s  from 
$ 1 5 0 ,0 0 0  t o  $ 5 0 0 ,0 0 0  
and e x c e p t  em p loyers  w i th  
g r o s s  annual s a l e s  under  
$ 1 5 0 ,0 0 0

Oklahoma 
Employers o f  10 or  more 

f u l l - t i m e  em p loyees  a t  
any one l o c a t i o n  and 
em ployers  w i t h  annual  
g r o s s  s a l e s  o v e r  
$ 1 0 0 ,0 0 0  i r r e s p e c t i v e  o f  
number o f  f u l l - t i m e  
employees  

A l l  o t h e r  em ployers

Oregon

9 / 1 / 9 7

1 / 1 /9 0
1 / 1 / 9 9

P e n n sy lv a n ia

Puerto  R ico

9 / 1 / 9 7

Rhode I s l a n d  

South C a r o l in a  

South Dakota  

T en n essee

B a s i c  m i n i ­
mum r a te  
(per hour)

$ 4 .2 5

3 .3 5

2 .8 0

4 .7 5
5 .1 5

2 . 0 0

5 .5 0  
6 . 0 0
6 .50

4 .7 5
5 .1 5

1 .2 0  to
4 .7 5  12 /

5 .1 5

4 . 2 5

Premium pay a f t e r  
d e s i g n a t e d  hou rs  1 /

D a i l y Weekly

40

1 1 / 4 0

40

8, and 
on s t a t ­
u t o r y  
r e s t  
day
(double
time)

1 3 /

40 (double  
t ime)

4 0

S e e  f o o t n o t e s  a t  e n d  o f  t a P l e



Minimum Wage and Overtime Premium Pay Standards A p p l i c a b l e  t o  
N o n su p e r v i so r y  NONFARM P r i v a t e  S e c t o r  Employmei ».

Under S t a t e  and F ed era l  Laws— Continued  
January 2, 1997

Future B a s i c  m i n i -  Premium pay a f t e r
S t a t e  or  e f f e c t i v e  mum r a t e  d e s i g n a t e d  hou rs  1 /
o t h e r  j u r i s d i c t i o n *  d a te  (per hour) ________________________

D a i l y  Weekly

Texas

Utah
9 / 1 / 9 7

Vermont
(A p p l ic a b le  t o  em ployers  9 / 1 / 9 7  
o f  2 or  more)

V i r g i n i a  
( A p p l i c a b le  t o  em ployers  9 / 1 / 9 7  
o f  4 or  more)

V i r g in  I s l a n d s
e x c e p t  b u s i n e s s e s  
w ith  g r o s s  annual  
r e c e i p t s  o f  l e s s  
than $ 1 5 0 ,0 0 0

Washington

West V i r g i n i a  
( A p p l i c a b le  t o  em ployers  
o f  6 or  more a t  one  
l o c a t i o n )

W iscons in

Wyoming

$ 3 .3 5

4 .7 5
5 .1 5

5 .0 0
5 .1 5

4 .7 5
5 .1 5

4 .6 5  15/

4 .3 0

4 .9 0

4 .25

4 .7 5  

1. 60

40 1 4 /

40
On 6th  and 
7 th  con­
s e c u t i v e  
days

40 1 6 /

40

40

See foo tno te s on nex t page



FOOTNOTES

*In 10 S t a t e s /  t h e  S t a t e  law e x c lu d e s  from c o v er a g e  any employment t h a t  i s  
s u b j e c t  t o  t h e  F e d e r a l  F a ir  Labor Standards  Act  (Arkansas,  G eorg ia ,  In d ian a ,  
Kansas, M i s s o u r i ,  Oklahoma, Texas,  Utah, V i r g i n i a  and West V i r g i n i a ) . Four 
o t h e r  S t a t e s  (Hawaii,  M ich igan ,  Montana, and North C a r o l i n a ) , have a 
c o n t i n g e n t  e x c l u s i o n  i . e .  F e d e r a l l y - c o v e r e d  employment i s  e x c lu d e d  e x c e p t  when 
t h e  S t a t e  s ta n d a r d  i s  h i g h e r  than th e  F e d e r a l .

1 /  The o v e r t im e  premium r a t e  i s  one and o n e - h a l f  t i m e s  t h e  em p lo y ee ’ s 
r e g u l a r  r a t e ,  u n l e s s  o t h e r w i s e  s p e c i f i e d .

2 /  A la sk a :  Under a v o l u n t a r y  f l e x i b l e  work hour p l a n ,  w i th  a w r i t t e n ,
s i g n e d  e m p lo y e e /e m p lo y e r  agreement f i l e d  w i th  and approved by th e  Department  
o f  Labor, a 1 0 -h o u r  day, 40-hour  week may be i n s t i t u t e d  w i th  premium pay a f t e r  
10 hours  a day i n s t e a d  o f  a f t e r  8 ho u rs .

The premium o v e r t im e  pay requirem ent  on e i t h e r  a d a i l y  or  w eek ly  b a s i s  i s  
n o t  a p p l i c a b l e  t o  em ployers  o f  fewer than 4 em p lo yees .

3 /  C a l i f o r n i a :  Under v e r y  s p e c i f i c  r u l e s ,  a 10 or  12-hour  day (v a ry in g
by wage or d e r)  may be i n s t i t u t e d  w i th o u t  premium pay a f t e r  0 ho u rs ,  but  
o v e r t im e  pay a t  a p p l i c a b l e  premium r a t e s  i s  r e q u ir e d  a f t e r  40 hours a week and 
f o r  hours o r  days i n  e x c e s s  o f  s c h e d u le d  hours or  d a y s .  For any such  
a l t e r n a t i v e  workweek a p r i o r  v o l u n t a r y  w r i t t e n  agreement i s  r e q u ir e d ,  r a t i f i e d  
by a t w o - t h i r d s  v o t e  o f  a f f e c t e d  employees  i n  a s e c r e t  b a l l o t  e l e c t i o n ,  and 
s i g n e d  by t h e  em p loyer .

Premium pay r e q u i r e d :  a f t e r  56 hours  a week i n  s k i  e s t a b l i s h m e n t s ;  a f t e r  54
hours a week f o r  o r g a n i z e d  camp c o u n s e l o r s  and c e r t a i n  o t h e r  c a r e - p r o v i d e r  
o c c u p a t i o n s ;  and a f t e r  14 hours  a day i n  m otion  p i c t u r e  i n d u s t r y  under  
s p e c i f i e d  c i r c u m s t a n c e s .

Premium p a y  on 7 th  day n o t  r e q u ir e d  f o r  employee whose t o t a l  w eek ly  work-  
hours do n o t  e x c e e d  30 and whose t o t a l  hours i n  any one work day t h e r e o f  do 
n o t  e x c e e d  6.

4 /  C o n n e c t i c u t : In .r e s ta u r a n ts  and h o t e l  r e s t a u r a n t s ,  f o r  t h e  7 th
c o n s e c u t i v e  day o f  work, premium pay i s  r e q u i r e d  a t  t im e  and 
o n e - h a l f  th e  minimum r a t e .

5 /  H a w a i i : An employee  e a rn in g  a gu a ra n teed  m onthly  com pensat ion  o f
$ 1 ,2 5 0  or  more i s  exempt from the  law.

6 /  Kentucky: The 7 th  day o v er t im e  law, which i s  s e p a r a t e  from th e
minimum wage lav;, d i f f e r s  i n  cov erage  from t h a t  i n  th e  minimum wage law and
r e q u i r e s  premium pay t o  t h o s e  employees who have worked 40 hours  on th e  s i x
p r e v io u s  d a y s .

7 /  Maryland: Premium pay r e q u ir e d  a f t e r  48 hours in  b ow lin g  a l l e y s  and
f o r  r e s i d e n t i a l  em p loyees  o f  i n s t i t u t i o n s  (o th er  than a h o s p i t a l )  p r i m a r i l y  
engaged i n  c a r e  o f  s i c k ,  aged, or  m e n t a l ly  i l l .



8 /  M i s s o u r i ; In a d d i t i o n  to  the  exemption f o r  f e d e r a l l y - c o v e r e d  
employment, t h e  law exem pts ,  among o t h e r s ,  employees  o f  a r e t a i l  o r  s e r v i c e  
b u s i n e s s  w i t h  g r o s s  annual s a l e s  or  b u s i n e s s  done o f  l e s s  than $ 5 0 0 ,0 0 0 .

Premium pay  r e q u ir e d  a f t e r  52 hours i n  s e a s o n a l  amusement o r  r e c r e a t i o n  
b u s i n e s s .

9 /  Nevada: By mutual em ployer /em ployee  agreement,  a s c h e d u l e d  10-hour
day fo r  4 days a week may be worked w i th o u t  premium pay a f t e r  8 h o u r s .

The premium o v e r t im e  pay requirem ent  on e i t h e r  a d a i l y  or w e e k ly  b a s i s  i s  
n o t  a p p l i c a b l e  t o  em ployees  who are  compensated a t  n o t  l e s s  than  one and o n e -  
h a l f  t im es  t h e  minimum r a t e  or  to  employees  o f  e n t e r p r i s e s  h a v in g  a g r o s s  
annual s a l e s  volume o f  l e s s  than $ 2 5 0 ,0 0 0 .

10/  North C a r o l i n a ; Premium pay i s  r e q u ir e d  a f t e r  45 hours  a week in  
s e a s o n a l  amusements or  r e c r e a t i o n a l  e s t a b l i s h m e n t s .

11/  Oregon; Premium pay r e q u ir e d  a f t e r  10 hours  a day i n  nonfarm 
c a n n e r ie s ,  d r i e r s ,  or p a c k in g  p l a n t s  and i n  m i l l s ,  f a c t o r i e s  or  m an u fa c tu r in g  
e s t a b l i s h m e n t s  ( e x c lu d in g  s a w m i l l s ,  p l a n in g  m i l l s ,  s h i n g l e  m i l l s ,  and' l o g g i n g  
cam ps) .

12/  P uerto  R i c o : S e p a r a t e  minimum r a t e s  are  i n  e f f e c t  f o r  a lm o s t  350
nonfarm o c c u p a t i o n s  by i n d u s t r y  Mandatory D e c r e e s .  A few r a t e s  above th e  
l i s t e d  r a t e  i n c l u d e  a $ 6 .5 0  minimum r a t e  i n  e f f e c t  f o r  c i g a r e t t e  m an u fa ctu r in g  
employees ,  and a $5 r a t e  f o r  o c c u p a t io n s  r e l a t e d  t o  t e l e p h o n e  and o t h e r  
r e l a t e d  s e r v i c e s  o f  th e  Commonwealth.

13/  Rhode I s l a n d : Time and o n e - h a l f  premium pay f o r  work on Sundays and
h o l i d a y s  in  r e t a i l  and c e r t a i n  o th e r  b u s i n e s s e s  i s  r e q u i r e d  under two laws  
t h a t  are  s e p a r a t e  from t h e  minimum wage law. These laws r e q u i r e  a l i c e n s e  
or perm it  f o r  S u n d a y /h o l id a y  o p e r a t i o n  t h a t  would o t h e r w i s e  be u n l a w f u l .

14/  Vermont: The S t a t e  o ver t im e  pay p r o v i s i o n  has  v e r y  l i m i t e d
a p p l i c a t i o n  b e c a u se  i t  exempts numerous t y p e s  o f  e s t a b l i s h m e n t s ,  such as  
r e t a i l  and s e r v i c e ;  s e a s o n a l  a m u s e m e n t /r e c r e a t io n a l ;  h o t e l s ,  m o t e l s ,  
r e s t a u r a n t s ;  and t r a n s p o r t a t i o n  employees t o  whom the  F ed er a l  (FLSA) o v e r t im e  
p r o v i s i o n  d o es  n o t  a p p ly .

15 /  V i r g i n  I s l a n d s :  Im plem entat ion  o f  an in d ex e d  r a t e ,  which was to
have- s t a r t e d  January 1, 1991, has been d e la y e d .  (The law p r o v i d e s  t h a t  on 
January 1, 1991, and each January 1 t h e r e a f t e r ,  the  minimum r a t e  i s  to  equa l  
50 p e r c e n t  o f  the  average  p r i v a t e ,  n o n su p e r v i so r y ,  n o n a g r i c u l t u r a l  h o u r ly  wage 
as d e term ined  by the  V i r g in  I s l a n d s  Wage Board f o r  th e  p r e v i o u s  November,  
rounded to  t h e  n e a r e s t  m u l t i p l e  o f  5 c e n t s . )

16/  Washington: Premium pay n o t  a p p l i c a b l e  to  em ployees  who r e q u e s t
com pensat ing  t ime o f f  in  l i e u  o f  premium pay.



Note:  Laws i n  19 j u r i s d i c t i o n s  l i n k  changes i n  th e  S t a t e  r a t e  t o  changes  in
th e  h i g h e s t  minimum wage under the  Federal  F a ir  Labor S tan dards  A ct  (FLSA). 
Linkage p r o v i s i o n s  are  o f  s e v e r a l  ty p e s :

1) Laws i n  10 j u r i s d i c t i o n s  do not  c o n t a i n  c u r r e n t  d o l l a r  minimums. 
I n s t e a d ,  t h e s e  10 s t a t u t e s  adopt th e  FLSA r a t e  by r e f e r e n c e ,  or  mandate 
or a u t h o r i z e  m atch ing  t h e  FLSA r a t e  by a d m i n i s t r a t i v e  a c t i o n ,  th e re b y  
conform ing t o  F ed er a l  changes on a c o n t i n u in g  b a s i s .  These  10 
j u r i s d i c t i o n s  a re  Guam, I l l i n o i s , Maryland, M i s s o u r i , Montana (mandates 
a d m i n i s t r a t i v e  a c t i o n ) , Nevada, (mandates a d m i n i s t r a t i v e  a c t i o n ) , 
Oklahoma, P e n n s y l v a n i a , Utah ( a u t h o r i z e s ,  but  does  n o t  mandate,  
a d m i n i s t r a t i v e  a c t i o n )  and V i r g i n i a .

2) Laws i n  D e law are , Iowa, Maine, New Hampshire and Vermont have t h e i r  
own r a t e s ,  b u t  r e p l a c e  th e  S t a t e  r a t e  w i th  t h e  FLSA minimum i f  i t  i s  
h ig h e r  than  th e  S t a t e  minimum.

3) In A la sk a ,  C o n n e c t i c u t ,  and the  D i s t r i c t  o f  Columbia, th e  r a t e s  r i s e  
above th e  F ed er a l  r a t e  by a f i x e d  d i f f e r e n t i a l  on a c o n t i n u i n g  b a s i s .  In 
A lask a ,  th e  r a t e  i s  a u t o m a t i c a l l y  s e t  a t  50 c e n t s  above the  FLSA r a t e .
In C o n n e c t i c u t , th e  S t a t e  r a t e  a u t o m a t i c a l l y  i n c r e a s e s  t o  1 /2  o f  1 
p e r c e n t  above t h e  FLSA r a t e  i f  the  F edera l  minimum e q u a l s  or  becomes  
h ig h e r  than  th e  S t a t e  minimum. In the  D i s t r i c t  o f  Columbia, th e  r a t e  i s  
s e t  a t  $1 .  above th e  FLSA r a t e .

4) Another ty p e  o f  l i n k a g e  i s  in  C a l i f o r n i a .  The C a l i f o r n i a  r a t e ,  now 
$ 4 . 7 5 ,  m atches  any h ig h e r  Federal  r a t e  on a c o n t i n u i n g  b a s i s .  In 
C a l i f o r n i a ,  t h e  I n d u s t r i a l  Welfare Commission s e t s  r a t e s  a d m i n i s t r a t i v e l y  
by i s s u a n c e  o f  i n d u s t r y  wage o r d e r s .  I f  th e  Federa l  r a t e  i s  s c h e d u le d  to  
e x ce ed  th e  s t a t e  r a t e ,  the  Commission i s  d i r e c t e d  to  ad o p t ,  in  a p u b l i c  
m ee t in g ,  an order  m atching th e  h ig h e r  r a t e ,  w i th o u t  th e  n e c e s s i t y  o f  
c o nven ing  a wage board.

Prepared by:
D i v i s i o n  o f  E x te r n a l  A f f a i r s
Wage and Hour D i v i s i o n ,  Employment Standards A d m in i s t r a t i o n  
U .S .  Department o f  Labor 
December 12, 1996
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Minimum Hourly Cash Wage f o r  TIPPED EMPLOYEES Under 
January 2 ,  3997

S t a t e  Minimum Wage Laws

J u r i s d i c t i o n Future
E f f e c t i v e
d a te

B a s i c  Maximum t i p  
combined c r e d i t  a g a in s t  
cash  & t i p  minimum wage 
minimum 
wage r a t e

Minimum D e f i n i t i o n  o f  t ipp ed  
cash  employee by minimum 
wage 1 /  t i p s  r e c e iv e d

(monthly u n l e s s  
o th e r w is e  s p e c i f i e d )

FEDERAL: Fair  Labor 
Standards Act  (FLSA)

9 / 1 /9 7
$ 4 .7 5  $ 2 .6 2  

5 .1 5  3 .0 2
$ 2 .1 3  More than $30 

2 .1 3

STATE LAW DOES NOT ALLOW TIP CREDIT Minimum r a t e  same f o r  t ip p ed and n o n - t ip p e d  employees

Alaska
9 /1 /9 7

5 .2 5  
5. 65

C a l i f o r n i a
3 / 1 / 9 7
9 /1 /9 7
3 / 1 / 9 8

4 .7 5  
5 .0 0  
5 .1 5
5 .7 5

Guam
9 /1 /9 7

4 .75  
5 .1 5

Minnesota:
Large employer 2 /  
Small employer 2 /

4 .25  
4 .00

Montana:
B u siness  w i th  g r o s s  

annual s a l e s  over  
$110,000 9 / 1 / 9 7

4 .75  

5 .1 5

B u s in e ss  w ith  g r o s s  annual  
s a l e s  o f  $ 1 1 0 ,0 0 0  or l e s s

%
4 .0 0

See f o o t n o t e s  a t  end o f t a b l e
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Minimum Hourly Cash Wage f o r  TIPPED EMPLOYEES Under S t a t e  Minimum
January 2 ,  1997

Wage Laws

J u r i s d i c t i o n Future
E f f e c t i v e
date

B a s ic  
combined 
cash  & t i p  
minimum 
wage r a te

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Minimum 
cash  
wage 1 /

D e f i n i t i o n  o f  t ip p ed  
employee by minimum 
t i p s  r e c e iv e d  
(monthly u n le s s  
o th e r w is e  s p e c i f i e d )

Nevada
9 /1 /9 7

$4 .75  
5 .1 5

Oregon
1 / 1 /9 8
1 / 1 / 9 9

5 .5 0  
6 .0 0
6 .5 0

Puerto  Rico:
R estaurant ,  bar and soda 

fo u n ta in  in d u s t r y 3 .7 0  3 /

Washington 4 . 90

Minimum r a t e  lov/er f o r  t i p p e d  employees than f o r  non -t ip ped

New Mexico 4 / 2 .1 2 5 More than $30

STATE LAW ALLOWS TIP CREDIT

Arkansas 4 .25 5 0% 2 .125 Mot s p e c i f i e d

Colorado 4 .75 $ 2 .  62 2 .1 3 More than $30

See f o o t n o t e s  a t  end o f t a b l e
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Min imum  H o u r l y  C a s h  Wage f o r  T I P P E D  EMPLOYEES U n d e r  S t a t e  M in imum  Wage Laws
J a n u a r y  2 ,  1 9 9 7

Juri  s d i c t i o n Future
E f f e c t i v e
d a te

B a s ic  
combined 
cash & t i p  
minimum 
wage r a t e

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Minimum D e f i n i t i o n  o f  ' t ipped
cash employee by minimum
wage 1 /  t i p s  r e c e i v e d

(monthly u n le s s  
o t h e r w is e  s p e c i f i e d )

C o n n e c t icu t

Beauty shop 

H o te l ,  r e s t a u r a n t  

Any o th e r  in d u s tr y

9 / 1 /9 7

9 / 1 /9 7

9 / 1 /9 7

9 / 1 /9 7

$ 4 .77
5 .18

None

23%

$ .3 5

$ 4 .7 7  At l e a s t  $10 weekly f o r
5 .1 8  f u l l - t i m e  employees or
3 .6 7 2 9  $ 2 .0 0  d a i l y  for  p a r t -
3 .9 8 8 6  t ime in  h o t e l s  and
4 .4 2  r e s t a u r a n t s .  Not
4 .8 3  s p e c i f i e d  f o r  o ther

i n d u s t r i e s .

Delaware
9 / 1 /9 7

5 .0 0
5 .1 5

2 .7 7
2 .9 2

2 .2 3
2 .23

More than $30

D i s t r i c t  o f  Columbia

Hawaii
(Tip c r e d i t  p e r m i s s i b l e  
o n ly  fo r  employees who 
average 70 c e n t s  an hour 
or more in  t i p s )

Idaho

9 / 1 / 9 7
5 .7 5
6 .15

5 .25

4 .25

55%

. 2 0

2 5%

2 .5 9
2 .7 7

5 .0 5

3 .1875

Not s p e c i f i e d

More than $20

More than $30

*- See f o o t n o t e s  a t  end o f  t a b l eo>
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Minimum Hourly Cash Wage f o r  TIPPED EMPLOYEES Under 
January 2 ,  1997

S t a t e  Minimum Wage Laws

J u r i s d i c t i o n Future
E f f e c t i v e
date

B as ic  
combined 
cash £ t i p  
minimum 
wage ra te

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Minimum 
cash  
wage 1 /

D e f i n i t i o n  of  t ip p ed  
employee by minimum 
t i p s  r e c e iv e d  
(monthly u n l e s s  

o t h e r w is e  s p e c i f i e d )

I l l i n o i s
9 / 1 /9 7

$4 .75  
5 .1 5

$1. 90 
2 .0 6

$2 .85  
3. 09

$20

I n d ia n a 3 .3 5 4 0% • 2 .0 1 Not s p e c i f i e d

Iowa
9 / 1 / 9 7

4 .75
5 .1 5

40% 2 .8 5
3 .0 9

More than $30

Kansas 2 .6 5 4 0% 1 .5 9 More than $20

Kentucky 4 .25 50% 2.125 More than $30

Maine
9 / 1 / 9 7

4 .75  
5 .15

50% 2.38
2 .58

More than $20

Maryland
9 / 1 / 9 7

4 .75  
5 .15

50% 2.38
2 .58

More than $30

M a s s a c h u s e t t s 5 .25 50% 2.625 More than $30

Michigan 3 .35 25% 5 / 2 .5125 Not s p e c i f i e d

See f o o t n o t e s a t  end o f t a b l e
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Min imum H o u r l y  C a s h  Wage f o r  T I P P E D  EMPLOYEES U n d e r  S t a t e  M in imum Wage Laws
J a n u a r y  2 ,  1 9 9 7

J u r i s d i c t i o n Future
E f f e c t i v e
d a t e

M is so u r i

Nebraska  

New Hampshire

9 / 1 / 9 7

9 / 1 / 9 7

New J e r s e y
H o t e l ,  r e s t a u r a n t

Chambermaid, non season a l  h o t e l :  
w it h o u t  fo od  and/or  lo d g in g  
w ith  food  and/or  l o d g in g

Chambermaid, s e a s o n a l  h o t e l :  
w ith o u t  fo o d  and/or  lo d g in g  
w ith  food  a n d /o r  lo d g in g

New York
B u i l d i n g  s e r v i c e

H o t e l ,  r e s t a u r a n t  
Employees a v e ra g in g  $ .9 5  t o  

$ 1 .3 5  per hour i n  t i p s

B a s ic  
combined 
cash & t i p  
minimum 
wage r a t e

$4 .75
5 .1 5

4 .2 5

4 .7  5
5 .1 5

5 .0 5

4 .25

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Up t o  50%

$ 2 . 1 2

50%

5 /

11%
16%

20%
25%

None

$ . 9 5

Minimum D e f i n i t i o n  o f  t ipp ed
cash employee by minimum
wage \ J  t i p s  r e c e iv ed

(monthly u n l e s s  
o th e rw ise  s p e c i f i e d )

$ 2 .1 3

2 .38
2 .58

3 .0 3

4 .49  
4 .24

4 .04 
3 .7 9

4 .25

3 . 3 0

Mot s p e c i f i e d

Not s p e c i f i e d  

More than $20

Not s p e c i f i e d

Not s p e c i f i e d

S e e  f o o t n o t e s  a t  e n d  o f  t a b l e
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Minimum Hourly Cash Wage f o r  TIPPED EMPLOYEES Under
January 2, 1997

S t a t e  Minimum Wage Laws

J u r i s d i c t i o n  Future
E f f e c t i v e
date

B a s ic  
combined 
cash & t i p  
minimum 
wage r a te

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Minimum 
cash  
wage 1 /

D e f i n i t i o n  o f  t ip p e d  
employee by minimum 
t i p s  r e c e iv e d  
(monthly u n le s s  
o th e rw ise  s p e c i f i e d )

Employees a v erag ing  $ 1 .3 5  per  
hour or more in t i p s

$ 1 .3 5 $2 .90

Resort  o n ly  h o t e l  
S e r v ic e  employees whose weekly  

average  t i p s  exceed  $ 2 .4 0  per  hour 
Chambermaids a v e ra g in g  $ .6 5  to  

$ 2 .4 0  per hour in  t i p s  
Chambermaids a v e ra g in g  more than 

$ 2 .4 0  per  hour in  t i p s

1 .7 0

.65

1 .3 5

2 .5 5  

3. 60 

2 .9 0

M is c e l la n e o u s  I n d u s t r i e s  
Employees a v e ra g in g  $ .6 5  to  $ 1 .0 5  

per hour i n  t i p s  
Employees a v e ra g in g  $ 1 .0 5  per hour 

or more in  t i p s

. 65 

1 .0 5

3. 60 

3 .2 0

North C a ro l in a  6 / 4 .25 50% 2 .1 25 More than $20

North Dakota 4 .7 5 33% 3 .18 More than $30

Ohio 7 / 4 .25 50% 2 .1 2 5 More than $30

S e e  f o o t n o t e s  a t  e n d  o f  t a b l e
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Min imum H o u r l y  C a s h  Wage f o r  T I P P E D  EMPLOYEES U n d e r  S t a t e  M in imum  Wage Laws
J a n u a r y  2, 1 9 9 7

J u r i s d i c t i o n Future
E f f e c t i v e
d a te

B a s i c  
combined 
cash  & t i p  
minimum 
wage r a t e

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Minimum 
cash  
wage 1 /

D e f i n i t i o n  o f  t ip p e d  
employee by minimum 
t i p s  r e c e iv e d  
(monthly u n le s s  
o th e rw ise  s p e c i f i e d )

Oklahoma 8 /
9 /1 /9 7

$ 4 .7 5
5 .1 5

50% 5 / $ 2 .38
2 .58

Not s p e c i f i e d

P en n sy lv an ia
9 /1 /9 7

4 .75  
5 .1 5

45% 2. 61 
2 .8 3

More than $30

Rhode I s l a n d 5 .1 5 2 .2 6 2 .8 9 Not s p e c i f i e d

South Dakota 4 .2 5 50% 5 / 2 .1 3 More than $35

Texas 3 .3 5 50% 1.68 More than $20

Utah
9 /1 /9 7

4 .75  
5 .1 5

50% 2 .38 
2 .58

More than $30

Vermont
Customer s e r v i c e ,  
chambermaids, and 
co u n te r  s e r v i c e  
employees in  h o t e l s  
r e s o r t  h o t e l s ,  m o te l s  
r e s t a u r a n t s ,  and 
t o u r i s t  p l a c e s

9 /1 /9 7
5 . 0 0
5 .1 5

47%
48%

2 .6 5
2 .68

More than $30

A l l  o th e r  employees None 5 .0 0

S e e  f o o t n o t e s  a t  e n d  o f  t a b l e
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Minimum Hourly Cash Wage fo r  TIPPED EMPLOYEES Under
January 2 ,  1997

S t a t e  Minimum Wage Laws

J u r i s d i c t i o n Future
E f f e c t i v e
da te

B a s ic  
combined 
cash & t i p  
minimum 
wage r a t e

Maximum t i p  
c r e d i t  a g a i n s t  
minimum wage

Minimum 
cash  
wage 1 /

D e f i n i t i o n  o f  t ipped  
employee by minimum 
t i p s  r e c e iv e d  
(monthly u n le s s  
o th e r w is e  s p e c i f i e d )

V i r g i n i a
9 / 1 /9 7

$4 .75  
5 .1 5

Actua l  amount 
r e c e i v e d

Not s p e c i f i e d

V i r g in  I s la n d s
T o u r i s t  S e r v ic e  

and Restaurant  
i n d u s t r i e s

4 . 65 50% $ 2 . 3 3 Not s p e c i f i e d

A l l  o th e r  i n d u s t r i e s 4 .65 None 4 . 65

West V i r g i n i a 4 .25 2 0% 3 .40 Not s p e c i f i e d

W iscons in  9 / 4 .75 2 .4 2 2 .3 3 Not s p e c i f i e d

Wyoming 1 . 60 50% 1 .1 0 More than $20

S e e  f o o t n o t e s  on  n e x t  p a g e
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F o o tn o te s

The f o l lo w in g  seven  s t a t e s ,  not in c lu d e d  in  t a b l e ,  do not  have S t a t e  minimum wage laws:  Alabama,
A r izo n a ,  F lo r id a ,  L o u is ia n a ,  M i s s i s s i p p i ,  South C a r o l in a ,  and T e n n essee .  A lso  not  in c lu d e d  i s  Georgia ,  
which exempts t ip p e d  em ployees  from i t s  lav/.

Some s t a t e s  s e t  subminimum r a t e s  fo r  minors a n d /o r  s t u d e n t s  or exempt them from co v er a g e ,  or have a 
t r a i n i n g  wage f o r  new h i r e s .  Such d i f f e r e n t i a l  p r o v i s i o n s  are n o t  d i s p l a y e d  in  t h i s  t a b l e .

1 /  Other a d d i t i o n a l  d e d u c t i o n s  are p e r m it te d ,  f o r  example fo r  meals  and lo d g in g ,  e x c e p t  as noted in  
f o o t n o t e  6 / .

2J  M in n e so ta . A l a r g e  employer  i s  an e n t e r p r i s e  w ith  annual r e c e i p t s  o f  $362 ,500  or more; a sm al l
employer ,  l e s s  than $ 3 6 2 ,5 0 0 .

&

w 3 /  Puerto  R i c o . Rates are  e s t a b l i s h e d  by i n d u s t r y  wage orders  and vary by in d u s tr y ,  o c cu p at io n  or o ther  
f a c t o r s .  A t i p  c r e d i t  a l lo w a n c e  i s  not p e r m it t e d  i n ,  1) the r e s t a u r a n t ,  bar and soda fo u n ta in  in d u s tr y  

w which has a $ 3 .7 0  minimum f o r  a l l  employees ,  and 2) th e  g u e s t  house in d u s tr y ,  with a minimum of  $ 2 .7 5 .
< However, in  the  h o t e l  i n d u s t r y ,  a lower r a t e  i s  e s t a b l i s h e d  f o r  t ip p e d  o c c u p a t io n s  than fo r  n o n - t ip p e d .  

For h o t e l  w a i t e r s  and b e l l b o y s ,  the  minimum wage i s  $ 2 .5 0  or $ 2 . 2 5 ,  depending on v/hether annual gr o ss  
income i s  $362 ,500  or more or l e s s  than t h i s  amount, and $ 3 .35  or $ 2 .9 0  f o r  o th e r  em ployees .

AJ  New M ex ico . The minimum r a t e  f o r  n o n - t ip p e d  employees i s  $ 4 .2 5  per hour.

m 5 /  In M ich iga n , New J e r s e y , Oklahoma, and South D akota , the l i s t e d  maximum c r e d i t  i s  the t o t a l  amount
£ a l lo w a b l e  f o r  t i p s ,  food and lo d g in g  combined, not  f o r  t i p s  a lo n e  as in  o ther  s t a t e s .
2 In New J e r s e y , in  s p e c i f i c  s i t u a t i o n s  where th e  employer can prove to  the s a t i s f a c t i o n  o f  the  labor

department t h a t  the  t i p s  a c t u a l l y  r e c e i v e d  e x ce ed  the  c r e d i t a b l e  amount, a h igher  t i p  c r e d i t  may be 
°  tak en .

uJ 6 /  North C a r o l i n a . Tip c r e d i t  i s  not p e r m it t e d  u n l e s s  the  employer o b t a in s  from each employee,  monthly
w or  f o r  each pay p e r io d ,  a s i g n e d  c e r t i f i c a t i o n  o f  the  amount o f  t i p s  r e c e i v e d .
—f
*  7 /  Ohio. The minimum c a sh  wage fo r  t ip p ed  employees  o f  employers w ith  g r o s s  annual s a l e s  o f  $500,000  
g or l e s s  i s  $ 2 .0 1  per hour.  For n o n - t ip p e d  employees  o f  such em ployers ,  the  minimum r a t e s  are  $3 .3 5  for  
H employers  w i th  s a l e s  from $150 ,  000 to  $500 ,000  arid $ 2 .8 0  with s a l e s  under $15 0 ,0 0 0 .
I-C5\Oo\
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B /  Oklahoma. For employers  w ith  few er  than 10 f u l l - t i m e  employees a t  any one l o c a t i o n  who have g r o s s  
annual s a l e s  o f  $ 1 0 0 ,0 0 0  or l e s s ,  t h e  b a s i c  minimum r a t e  i s  $ 2 .0 0  per hour,  with  a 50% maximum t i p  
c r e d i t .

9 /  W isc o n s in . $ 2 .1 3  per  hour may be p a id  t o  employees  who are  no t  y e t  20 y e a rs  o ld  and who have been 
i n  employment s t a t u s  w ith  a p a r t i c u l a r  employer f o r  90 or few er  c o n s e c u t i v e  c a le n d a r  days from the  date  
o f  i n i t i a l  employment.

Prepared by:
D i v i s i o n  o f  E x te r n a l  A f f a i r s  
Wage an Hour D i v i s i o n  
Employment Standards A d m in i s t r a t io n  
U. S.  Department o f  Labor



P r V f J

l in k  a b o u t th e  t ip  you lea ve
I’m  w ritin g  th is  fo r a lot o f w a it s ta f f  and 

b a r te n d e rs .
M ost o f  us love o u r jobs and  en joy  w aiting  

on th e  public , w h e th e r m ale o r  fem ale , young 
o r  old, bu t I don’t th ink  the  m a jo rity  o f the  
p u b lic  rea lizes  so m eth in g  im portan t. M ost of 
u s  g e t paid  by th e  hour and  ev e ry  sa le  w e j 
m ak e  is k ep t tra c k  o f by  co m p u ter, w ritten  
re c e ip ts  o r  o th e r m eans. T he IRS th en  tak es  a 
p e rc e n ta g e  (8 p e rcen t)  ou t o f e v e ry  p en n y  w e I 
g e n e ra te  and  th is  is tak en  out o f  o u r a lre a d y / 
sm all paychecks.

A lot o f us have to  g ive a  p e rcen tag e  o f  ou ij 
sa le s  to  o u r b a r te n d e r , a p e rcen tag e  to  ouij 
b u sse r , a p e rcen tag e  to o u r ex p e d ito r anc 
ev en  to  a hostess.

In  m y situation , if  you sp en t $15 fo r tw o 
you an d  le ft a $1 tip , I lost ou t on w aiting  or 
you. I can  re m e m b e r tim es w hen custom er^  
w ould sit a t m y tab le  and  I w ould give them l 
ex ce llen t se rv ice , even  though  I knew  they] 
w e re  poor tip p e rs  b ecau se  I had  w aited  on] 
th em  ev e ry  w eek. I f  a w a ite r o r  w a itre ss  does 
a  b ad  job  I can  u n d e rs ta n d  th em  rece iv in g  a 
likew ise  tip , bu t som e o f us a re  su p p o rtin g  
o u rse lv e s  and  fam ilies, so we w ork  h a rd  a t 
w h a t w e do.

A n o th er th ing  to  co n sid er is th a t w e r e ­
ce iv e  no benefits .

n So n ex t tim e you go to leav e  th e  tab leM 
[lease th in k  tw ice  w hen leav ing  us a tip.

I — J.A. Hershbergej;
* A”chorai
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TITLE 8. LABOR.
Part
1. In d u s tria l W elfare (8 AAC 05 — 8 AAC 27)
3. W orkers’ C om pensation  (8 AAC 45 — 8 AAC 55)
4. O ccupational Safety  an d  H ea lth  D ivision (8 AAC 60 — 8 AAC 80)
5. E m ploym ent Security  D ivision (8 AAC 85 — 8 AAC 87)

Publisher's note: Emergency regula- each pamphlet of the Alaska Administra­
tions, if any, are placed in an appendix tive Code,
following the permanent regulations in

PART 1. IN D U STR IA L  W ELFARE.
Chapter
15. Alaska Wages and Hours (8 AAC 15.010 -  8 AAC 15.910)

CHAPTER 15. ALASKA WAGES AND HOURS.

Article
6 . General Provis.nns (8 AAC 15.900 — 8 AAC 15.910)

ARTICLE 6. GENERAL PROVISIONS.
Section
907 Employee tips

8  AAC 15.907. EMPLOYEE TIPS, (a) T he purpose of th is  section 
is to p rev en t the  circum vention  or evasion  of AS 23.10.050 — 23.10.150 
(A laska Wage and H our Act) by an  em ployer handling , or tak in g  
possession or control of, an  em ployee’s tips,

(b) Except as provided in th is  section, an  em ployer m ay not h and le  
o r ta k e  possession or control of an  em ployee’s tips. However, no th ing  in 
th is  section precludes a tip  pooling a r ra n g e m e n t to the  ex ten t allowed 
u n d e r  29 U.S.C. 201 — 219 (F a ir  L abor S ta n d a rd s  Act of 1938, as 
am ended).

(c) An em ployer m ay h an d le  tip s  only for th e  purpose of
(1) delivering the  cash  am o u n t o f th e  tip  to the em ployee w hen a 

custom er provides for a tip  on a c red it card  charge slip; or
(2) red is trib u tin g  th e  tip s  to em ployees u n d er a  tip  pooling a r ­

rangem en t.
(d) If  an  em ployer m u st pay a c red it card  com pany a fee based on a 

percentage of a cu sto m er’s bill, an  em ployer m ay reduce th e  am o u n t of 
a  c red it card tip  by a p ercen tage no t g re a te r  th an  th e  percentage 
charged  by the cred it card  com pany for its  fee.

1



(e) For th e  pu rposes of th is  section,
(1) “tip  pooling a rran g em en t” m ean s an  ag reem en t u n d e r  w hich a 

portion o f an  em ployee’s tip s is collected for d is trib u tio n  am ong 
ce rta in  o th e r employees;

(2) “tip s” m ean s  an  am o u n t of cash , or an  am o u n t d esig n ated  as a 
“tip ” by a  c red it card  custom er on a c red it card  charge slip , th a t  is 
determ ined , an d  freely given, by a  cu sto m er in  recognition of an  
em ployee's service to th a t  custom er; “t ip s” does n o t include a 
com pulsory charge for service th a t  is p a r t  of th e  em ployer’s gross 
receip ts, such  a s  a service charge of 15 percen t of a  cu sto m er’s bill. 
(Eff. 4/7/96, R eg ister 138)

Authority: AS 23.05,060 AS 23.10.065 AS 23.10.095
AS 23.10.065

8 A A C  1 5 .9 0 7  A dministrative  C ode S upplement  8  A A C  15 .907
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Subject: tipping 
"'Library: Capital City Libraries

Source: Michigan CPA, Fall 1995 v47 n2 p24(l).

Title: New tip reporting regulations for food service employees.
Author: Thomas Buttross, Ira S. Greenberg and George Schmelzle

Abstract: The IRS has implemented a new tip reporting policy by issuing
Market Segment Understanding with the Food Service Industry - Tip Reporting 
Alternative Commitment (TRAC). TRAC provides alternative methods to those 
described in Fo^m 8027, a program designed to get information on tip income 
from the food and beverage sector. The TRAC requires the IRS to form 
partnerships with qualified food and beverage service operators. The 
commitment to specific terms then secures the determination of their tax 
share on employee's tip income.

Subjects: Food service - Laws, regulations, etc.
Tipping - Laws, regulations, etc.

Gov Agncy: United States. Internal Revenue Service - Lav/s, regulations,
etc.
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Electronic Collection: A18936919
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Underreporting of tip income by food service industry employees has long 
been a concern of the Internal Revenue Service. Current estimates suggest 
noncompliance with regard to the reporting of tip income to be as high as 
75%. The IRS further estimates that only 20% to 25% of all food and beverage 
establishments that are required to file Form 8027 to report tip income do 
so. The purpose of Form 8027 is to make annual reports to the IRS on 
receipts from food and beverage operations and tips reported by employees.

Only large food and beverage establishments are required to file Form 8027.^ 
A large establishment is defined as one to which all of the following apply:

* Food or beverage is provided for consumption on the premises.

* Tipping is a customary practice.

* More than 10 employees were normally employed on a typical•business day 
during the preceding calendar year.

The ten employee requirement is based upon the total of all employees, not 
just the number of directly tipped employees and any person who owns 50-s or
more of the stock of a corporation that runs the establishment is not an
employee for this purpose.

A return is not required for establishments that only operated for less than 
one month a year or for cafeterias and fast food restaurants.

Form 8027 is due for all eligible establishments on February 28th of each
year. The following information is required to be reported for the calendar 
year:

* Total charged tips,

* Total charged receipts on which there were charged’ tips,

* Total amount of service charges of less than 10% paid as wages to
employees,

* Total tips reported by employees,

* Gross receipts from food or beverage operations, and

* Total allocated tips to employees if total amount of reported tips is less
than 8% (or the approved lower r f gross receipts.

The objective of the program represented by Form 8027 is to obtain 
agreements with employers and employees regarding the rate of tip income.
The IRS recently released Market Segment Understanding with the Food Service 
Industry - Tip Reporting Alternative Commitment (TRAC).

Under the TRAC programs on alternative to the procedures used in Form 802 1, 
the IRS will enter into a pro forma agreement with all eligible food and 
beverage service employers. Employers agree to the following:

1) Establish methods by which employee compliance is accurate;

2) Create quarterly educational programs for new employees and to update 
existing employees regarding tip reporting; and

3) Comply with all federal tax requirements regarding records and reporting 
of tip income.

In return, the employer is assured that notice and demand for the employer's 
share of FICA taxes on employees' tip income can only be determined based 
upon either Form 4137 (Social Security and Medicare Tax on Unreported Tip



Income) filed by the employees with their 1040 or Form 885-T (Adjustment oj. * Social Security Tax on Tip Income Not Reported to Employer) prepared as the 
result of an employee tip examination.

—  End —
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Title: Grandma's heads south to the Carolinas; Minnesota-born chain
eyes greener economic, demographic pastures for growth, 
(restaurant chain)

Author: Carolyn Walkup

Abstract: Restaurant and specialty food retailer Grandma's plans to expand
its operations to the Carolinas. The Duluth-based company cites factors such 
as lower real-estate costs and a tip-tax credit as reasons for its plan to 
open nine restaurants in the region. The first Grandma's Saloon & Grill 
restaurant opened in Feb 1995 in Greenville, SC. The next two restaurant 
openings are planned for Aug 1995, and they will be located in Asheville,
SC, and Myrtle Beach, SC.
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Companies: Grandma's - Planning
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Business Collection: 85T4348 
Electronic Collection: A16662671
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Full Text COPYRIGHT Lebhar-Friedman Inc. 1995

DULUTH, Minn. -- Grandma's, a Duluth-based restaurant and specialty food 
retailer for 19 years, is hoping for a warm reception to the first of a 
cluster of restaurants slated to ^^en in the Carolinas.

The 10-unit group of all company-owned dinner houses chose to debut its 
first out-of-state restaurant, Grandma's Saloon & Grill, in Greenville,
S.C., in February because of favorable economics and demographics, according 
to Don Bleau, president.

Company research revealed that the Carolinas offered lower real-estate costs 
compared with other such potential target states as Florida and California. 
Moreover, the Carolinas also have a tiptax credit; Minnesota operators, on 
the other hand, must pay tipped employees minimum wage.

As a result, operating costs in the nine planned Carolina stores are 
expected to be lower than those of their Minnesota counterparts.

The next openings are scheduled for August in Asheville, N.C., and September 
in Myrtle Beach, S.C., Bleau said.

Grandma's also plans to expand in its core market, where it now operates 
five Grandma's Saloon & Delis, 250-seat casual dinner houses with prominent 
specialty retail food sections, decorated with extensive antique and 
memorabilia collections. The name of that division is in the process of 
being changed to Grandma's Saloon & Grill to reflect more accurately the 
breadth of the current menu, said Brian Daugherty, vice president of



The company also operates one each of Mickey's Grill, a casual steak house; 
Grandma's Sports Garden, a sports bar with a full indoor basketball court; 
Little Angie's Cantina, a Mexican concept; and Virginia Grill. Those 
concepts are being fine-tuned now, Bleau said.

Grandma's Saloon & Grill is the only concept chosen for national expansion 
at this time. "It's family-oriented, fun and friendly," said Bleau, who 
joined the company six months ago from Dayton-Hudson department stores' 
foodservice division, where he was merchandising manager, strategic planning 
and development.

The restaurants are perc.-ived as offering good value for large portions of 
made-from-scratch foods, Bleau said, adding that checks average $11. 
Grandma's also places a high priority on staff training, in hopes of 
attaining outstanding customer service. Each store employs an extra manager 
who is visible to customers and oversees service details.

Signature dishes include onion rings; sesame chicken salad; bicycle burger 
—  two beef patties topped with grilled onions, sauteed mushrooms, 
mozzarella, cheddar and American cheeses; steak cheese French; and Minnesota 
wild-rice recipes, such as wild chicken tetrazzini —  sauteed breast of 
chicken on a bed of long-grain wild rice, topped with Mornay sauce and 
melted mozzarella.

Marathon spaghetti became popular with competitive runners entering 
Grandma's Marathon in Duluth each June, and that pasta topped with meat and 
tomato sauce remains a good seller at $5.99 for an oversized portion.

T h e  m e n u  a l s o  f e a t u r e s  a s t e a k s  a n d  r i b s  s e c t i o n  a s  w e l l  a s  " G r a n d m a ’s H o m e  
C o o k ' n "  d a i l y  s p e c i a l s ,  r a n g i n g  f r o m  c h i c k e n  f r i e d  s t e a k  o n  T h u r s d a y s  f o r  

$7.99 t o  p r i m e  r i b  o n  F r i d a y s  a n d  S a t u r d a y s  f o r  $14.99.

T h e  r e t a i l  s t o r e  s e l l s  r e g i o n a l  s p e c i a l t y  f o o d s ,  i n c l u d i n g  b u l k  c h o c o l a t e s  

i n  t h e  s t y l e  o f  o l d  c a n d y  s t o r e s .  N o n e d i b l e  m e r c h a n d i s e  i n c l u d e s  T - s h i r t s  

a n d  o t h e r  c l o t h i n g  i m p r i n t e d  w i t h  G r a n d m a ' s  logo.

N o  r e p r o d u c t i o n s  a r e  a l l o w e d  i n  d e c o r a t i n g  t h e  r e s t a u r a n t s ,  B l e a u  s a i d .
Among the most noteworthy decor elements in various restaurants are a Model 
T Ford, a 40-foot ice sailboat, an eight-man racing scull suspended from the 
ceiling and Tiffany lamps. The memorabilia collections stem from the 
founders' former antiques business.

Reproductions of historic local photographs are exceptions to the
authenticity rule. The Greenville stcre displays photos of the first 
airplane to land in town and an old soda pop bottling plant building, among 
others. ' ........

When a sufficient number of restaurants are open in the Carolinas, Grandma's 
plans to introduce television advertising there. It has budgeted for TV 
advertising in Minnesota, scheduled to begin airing next year, Daugherty 
said. That represents a shift away from concentrating on print and outdoor 
media. "Our competitors are in that arena," he said. "We want to go 
toe-to-toe with them."

Grandma's founders and owners , Michael Paulucci and Andy Borg, who is 
chairman, opened their first Grandma's Saloon & Deli in 1976. The original
concept centered around deli sandwiches and the bar.

-  E n d
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THE INDUSTRY KEPT ITS COOL FOR over a year. Who, after all, wanted to make 
an enemy of the Internal Revenue Service? You'd have to be crazy

But tolerance can only last so long, especially when you're being 
strong-armed to do someone else’s work in a set-up that's neither ethical 
nor legal. And that's exactly how restaurant-industry officials view the 
feared tax agency's tip-rate determination agreement, a program that uses



The program is supposedly voluntary, and the IRS argues that it can only 
help restaurants by shielding them from audits leading to hundreds of 
thousands of dollars in unpaid taxes.

But operators don't see it that way. They say the IRS finds "volunteers" by 
putting a gun to their heads: agree to participate, or we'll audit you all 
the way back to 1988.

Now, at long last, the industry is fighting back at all levels.

After months of not taking sides, the National Restaurant Association joined 
the fray, declaring its opposition to the tax-compliance agreement in the 
spring. NRA then budgeted $100,000 to counter the measure with a lawsuit 
against--who else?— the IRS.

But no legal action has as yet occurred. "We are waiting for the perfect 
test case," says NRA tax lobbyist Katy McGregor.

State associations, meanwhile, are already on the front lines. Many of the 
groups say their members have already received "letters of invitation" from 
the IRS urging them to participate in the tip-compliance plan. The letters 
explain that participants v/ill undergo a voluntary audit of FICA 
tax-reporting procedures to determine how much their servers are likely 
making in tips.

According to state restaurant association officials, the IRS has verbally 
indicated that those audits will only cover the last six months of 1993.
But, they add, the agency hasn't put that guarantee in writing.

Non-participants, the IRS reportedly suggests, could be audited as far back 
as Jan. 1, 1988.

Typically, say state association officials, the IRS solicits their help in 
putting the proposal before operators, or even asks their assistance in 
signing on participants.

"I smile [and] say, “I can’t tell an individual operator to do something," 
says Steward McLaurin, executive director of the Alabama Restaurant and 
Foodservice Association.

Others aren't as tactful. In a story that quickly passed from executive to 
executive, Marcia Harris, head of Maryland's group, leportedly told IRS 
personnel, "The Restaurant Association of Maryland rolls over for no 
one--not even the IRS."

"They don't seem to be playing fair, and we're not about to help them," says 
John Livengood of the Indiana group.

The International Society of Restaurant Association Executives has suggested 
that restaurateurs ask their congressmen and senators to press the IRS for 
some relief.

Already, says the NRA's McGregor, Sen. Bob Packwood and Rep. Bill Brewster 
"aie trying to set up meetings with the IRS to get them to back off."

McGregor did not appear too optimistic about their chances, however.

"They [the IRS] think they are absolutely doing the right thing and 
interpreting the law the right way," she explains.

"The IRS sees the foodservice industry as a bad industry It is very 
disturbing."

State officials worry that the IRS's resolve may be hardened by the early



"In Arizona, for example, where the compliance-agreement system was tested, 
the agency is now collecting taxes on an additional $1.8 million in server 
tips— money that otherwise was going unreported. And it's collected another 
$281,000 in employer FICA taxes on unreported tips that were discovered 
through audits, according to the Arizona Restaurant Association.

"They'll proceed with or without our support," says Rob Gifford, executive 
director of the Michigan Restaurant Association.

"We're not happy"

The Tip-Rate Determination Agreement 

How it works

The IRS presents operators with a "letter of invitation" to join the 
program, which includes a voluntary audit of FICA-tax reporting procedures 
on tips. According to state restaurant association officials, the IRS has 
verbally guaranteed that volunteers will only be audited for the last six 
months of 1993, while non-volunteers could be probed for as far back as Jan. 
1, 1988. Indications of under-reported tips could lead to assessments for 
back FICA taxes.

Volunteers enter into an agreement stipulating what percentage of sales 
should be reported by servers as tip income. The restaurants then have to 
convince at least 75% of their servers to report at that rate.

If staffers refuse to participate, the operator has to forward their name 
and Social Security number to the IRS. Associaion officials say they've been 
told point-blank that those individuals will be audited, breeding ill will 
with the staffers.

If the reported totall falls below the tip-rate determination, the employer 
allocates the difference to the servers, and pays FICA taxes accordingly.

# -  -I

- End --



Subject: tipping
Library: Capital City Libraries

Source: Cornell Hotel & Restaurant Administration Quarterly, Feb 1995
v36 nl p40(7).

Title: The high cost of violating tip-reporting laws.
Author: Raymond S. Schmidgall and John Tarras

Abstract: The Tax Equity and Fiscal Responsibility Act of 1982 specifies



that employee tip income and aggregate charged tips be included in annual 
feturns filed by food service establishments employing more than 10 people. 
However, in a survey of hospitality students who were employed in tipped 
food-service positions in 1993, a majority of respondents reported that 
their employers did not tell them to report all their tips. Employers who 
violate the tip-reporting law could be charged with violation of the Federal 
Insurance Contributions Act.

Subjects: Tipping - Laws, regulations, etc.
Food service employees - Taxation 
Tax Equity and Fiscal Responsibility Act of 1982 
Federal Insurance Contributions Act 

Statutes: Tax Equity and Fiscal Responsibility Act of 1982
Federal Insurance Contributions Act 

SIC code: 5812

Business Collection: 84V2187 
Electronic Collection: A16630290

RN: A16630290

Full Text COPYRIGHT Cornell University School of Hotel Administration 1995

The potential impact on food-service employees who do not properly report 
their tips is significant in terms of penalties and interest imposed by the 
IRS. Likewise, employers may be subject to additional taxes and interest for 
their failure to pay the proper amount of taxes. Despite the potential for 
costly penalties, the following study found that a large percentage of 
food-service employees either do not understand or do not adhere to IRS 
tip-reporting requirements.

For decades the Internal Revenue Service has perceived compliance by tipped 
employees as a growing problem.(1) After studying the matter, Congress 
finally acted by passing a tip-reporting requirement as part of the Tax 
Equity and Fiscal Responsibility Act of 1982.

Under this lav/, food-service establishments that normally employ more than 
ten people are required to file annual returns showing gross food and 
beverage sales, employee tip income, aggregate charge receipts, aggregate 
charged tips, and aggregate mandatory service charges under 10 percent.

In addition, such establishments must allocate 8 percent of gross qualified 
food and beverage receipts to employees. However, this allocation is not 
required if employees voluntarily report aggregate tips equal to at least 8 
percent of the qualified receipts.

This requirement appears to be the source of misunderstanding in the 
fpnd-service industry. It does not mean that employees need only report 8 
percent of their tip income. In fact, according to IRS regulations, 
employees must maintain a daily record of all tips received and report them 
to their employer.(2) The regulations also provide that the IRS may 
determine during an audit that employees have received a larger amount of 
tip income than is reflected in any employer allocation.(3)

The tip-reporting law came about as a result of a Congressional study 
showing that oniy a small portion of tips was being properly reported.(4)
The IRS hoped changes in the new reporting lav; and the fear of potential 
audits would result in employees' more accurately reporting their tip 
income. Unfortunately, many food-service personnel did not fully understand 
the intent of Congress. As stated by Congress:

The 8-percent figure reflects the conferees' judgment that the tip rate in 
establishments subject to this reporting requirement v/ill rarely be below 
the 8-percent level Thus, an employee who reports less than his allocated 
amount of tips must be able to substantiate his reporting position v/ith 
adequate books and records (as he must under present lav/). (5)



In fact, a compliance survey of restaurants and hotels previously conducted 
by the authors found that a substantial number of properties were only 
reporting employee tips at the 8-percent level.(6) The findings suggested 
employees were merely reporting a fixed percentage of tips to avoid 
allocation and were not adhering to the basic requirement that all tip 
income be reported.

In addition, the IRS is continuing its pressure on tipped employees and 
their employers by launching a program called the Tip Rate Determination 
Agreement. Food-service operations that agree to participate will have their 
tips estimated by the IRS based on sample reviews. Under the program, if at 
least 75 percent of employees at the establishment agree to report tips at 
or above the estimated tip rate, the IRS will agree not to audit the food 
establishment. Although its effect on the hospitality industry is yet to be 
determined, the program demonstrates that the IRS views compliance among 
tipped employees as a serious problem.

Against this background we decided to do our latest survey to determine the 
extent of underreporting of tip income from student workers in selected 
hospitality programs. By surveying students at several academic 
institutions, we were able to minimize our research costs while still 
obtaining a representative sample of food-service v/orkers across the United 
States.

Over the past several years Congress has passed lav/s that affected the labor 
costs of the hospitality industry by increasing the minimum wage and by 
requiring employers to pay taxes on all declared tips, even though the tips 
legally belong to the tipped employees.

From a cost perspective it may seem advantageous to both hospitality 
operations and their employees if tipped employees do not declare all of 
their earned tips, but is it really? Several of our own students here at
Michigan State told us that they have worked in tipped positions where they
were not encouraged to report 100 percent of their tips, 1 wading us to
wonder whether this is a widespread practice or unique to employers of
Michigan State University students. We decided to survey hospitality 
students at several colleges to explore the underreporting of tips. We asked 
survey participant's the following questions regarding their past employment 
in food-service operations:

(1> Did you periodically (such as daily or weekly) complete a form reporting 
your tips?

(2) Did your employer instruct you on the percentage of tips to report?

(3) What amount or percentage of sales were reported as tips?

Survey Respondents

Exhibit 1 reflects the demographics of the 156 usable responses to our 
survey. Students surveyed were from seven hospitality programs throughout 
the United States. Over 63 percent were seniors, while 26.9 percent were 
juniors, and the remainder (9.6 percent) were freshmen, sophomores, graduate 
students, or did not indicate their class standing.

Fifty percent worked for independent firms, while 30.1 percent worked either 
directly for a franchisor or for a franchisee firm. The remaining 19.9 
percent either did not know or did not indicate whether their employers were 
independent companies or affiliated with a chain. About 56 percent of the 
students were women. The students ranged in age from 18 to 38, but 107 
respondents (68.6 percent) fell into the 20-to-22 age group.
Exhibit 1
Characteristics of survey respondents

College attended n Percentage
• ? 3 S S . .->• r - ' T  •*



Central Michigan University 16 10.5 ’
Michigan State University-East Lansing 34 22.3
Penn State University-University Park 24 15.8
Purdue University 17 11.2
Rochester Institute of Technology 16 10.5
University of Central Florida 29 19.1
University of Massachusetts-Amherst 19 9.9
Not indicated 1

\
.7

Total 156 100.0

Class standing n Percentage

Freshman/Sophomore 5 3.2
Junior 42 26.9
Senior 99 63.5
Other 6 3.8
Not indicated 4 2.6

Total 156 100.0

Restaurant affiliation n Percentage

Franchisor 26 16.7
Franchisee 21 13.4
Independent 78 50.0
Other 27 17.3

Not indicated 4 2.6

Total 156 100.0

Research Results

Ninety-three (59.6 percent) of the students indicated that they completed a 
tip-reporting form periodically, while 54 (34.6 percent) said that they did 
not. The remaining students responded in various ways including, "We told 
our boss how much we made and he reported it for us" and "I reported tips 
sometimes if a form was attached to my time slip."

Just over 52 percent of the students said that they were instructed on the 
amount of cash or credit tips to report, while 48 percent revealed they 
received no instruction regarding the amount of tips to report. Comments by 
students included "No one explained hew much I should put in or how often to 
fill it out," "The employer said [to report] 8 percent [of sales]," and "The 
employer said we should report all of our tips." These comments suggest that 
some of those tipped employees who did receive instruction on tip reporting 
were incorrectly advised.

Our question regarding tips reported by tipped employees was worded as 
follows: "What amount or percentage of sales was reported as tips?" The 
three choices were (1) all tips received, (2) tips equal to 8 percent of 
sales (based on our prior knowledge that this amount is used by many 
restaurants), and (3) "other." Only 22 students (14.1 percent) indicated 
that they reported all tips received. Fifty-four of the students (34.6 
percent) revealed they reported tips equal to 8 percent of their sales, 
while 67 (42.9 percent) indicated they reported "other." The "other" choice 
on our questionnaire requested the students to explain what they meant.

Those explanations varied considerably. Ten respondents reported an amount 
per hour worked. At the low end one respondent indicated he reported $1 to 
$2 per hour, while at the high end a respondent indicated she claimed $3.10 
per hour. Thirteen tipped employees indicated they reported no tips.
Comments related to this response included "If you are only working for 
minimum wage, I don't think you should have to claim tips," "Right now I'm 
working for a company, and we don't report anything. Is this illegal?," and



."I worked in a hotel as a front-desk clerk, food-service server, bellman, 
and room attendant. I received tips in every department, but was not 
instructed to report any [tips] - maybe the manager did it." Sixteen tipped 
employees indicated they reported tips beyond 8 percent of their sales, with 
the highest reporting 17 percent of her sales. The most common percentages 
reported were between 8 percent and 10 percent of sales, but those figures 
varied widely, as the following comments demonstrate:

* "I reported tips on all charge sales plus some cash tips."

* "I reported 25 percent of the total tips received."

* "I reported whatever I wanted to claim."

* "I reported 12 percent of banquet sales but no cash tips."

* "I reported all tips on charged sales but no cash tips."

* "I reported the lowest amount that sounded reasonable."

It appears that all six tipped employees above violated the tip-reporting 
law. The law specifically states that all tips received must be. reported to 
the employer by the employee. "A11 tips" includes tips on both cash and 
credit-card sales.

We encouraged respondents to indicate any other concerns they had regarding 
tip reporting. The responses of several reflected the belief that not all 
tips actually need be reported.

* "People are eligible to be audited at any time. We are told [by the 
employer] to claim 10 percent [of sales], but I know I can claim 8 percent 
and probably be safe."

* "I know 100 percent of the tips should be reported but no one ever does."

* "Only honest people report their tips, which sometimes makes me wonder why 
I should bother."

* "I really don't think tips should be reported. Customers are saying 
thanks! You don't report all the money you get for your birthday or 
graduation."

* "When people pay v/ith a credit card [I report the tips]. I prefer a cash 
tip. That way there is no record of the tip I received. The fewer records, 
the less the government knows."

Another common concern expressed by several students was the fear of the IRS
and the possibility of an audit:

* "I feel the formulas the IRS uses might not be accurate. I just think the
formula used by the IRS should be available to servers so we can check to
make sure we are covered."

* "I usually declared 15 to 20 percent, just to be safe."

* "How serious is the IRS on checking up on the exact percentage of the 
amount of tips declared?"

* "The IRS assumes that everyone tips all the time and that it's always 
15-20 percent, which is so untrue. A lot of people stiff their server. We 
were told the IRS could make us pay more because they think we make so much.
I think they should accept 8 percent or more and just leave it alone.
Besides, how can they prove or disprove the amount of tips you actually 
made?"
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