FICA 7.69%

FICA is a US. federal payroll tax. It stands for the Federal Insurance
Contributions Act and is deducted from each paycheck. Taxes under the
FEDERAL INSURANCE CONTRIBUTIONS ACT (FICA) are composed of

soclal security taxes, and Medicare taxes.
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Employee tip income is treated as
EMPLOYER-PROVIDED WAGES subject
to income tax and employment taxes
under the FEDERAL INSURANCE
CONTRIBUTIONS ACT (FICA).
Employers are responsible for
withholding employee income tax and
the employee’s share of FICA taxes and
paying the employer’s share of FICA
taxes on the reported tips.




HISTORY

Prior to 1966, tips were subject to INDIVIDUAL INCOME TAX but not
FICA taxes. In 1965, Congress amended the law to require employees
who received cash tips OF $20 OR MORE in a calendar month after
1965 to report the tips to employers, and require employers to treat the
reported tips as wages for purposes of withholding income tax and
the employee’s portion of FICA taxes. Employers, however, DID NOT
have to pay the employer’'s portion of FICA taxes on the reported tips.



A law change in 1977 REQUIRED EMPLOYERS TO PAY the
employer share of FICA taxes on the employee’s tips, but
ONLY on amounts up to the federal minimum wage.

This ceiling was removed in
1987, and consequently
employers were required to

pay the employer’'s portion of
FICA taxes on ALL TIP WAGES. E



458 FICA TAX TIP GREDIT

The FICA TIP TAX CREDIT allows employers to take a
credit on a portion of the employer FICA taxes paid on
the employee tips. Employer FICA taxes are comprised
of SOCIAL SECURITY and MEDICARE TAX, which is
currently taxed at 7.65% of the gross wages. Congress
enacted the general business credit in 1993 at the
urging of the National Restaurant Association.




IRS FORM 8846 CREDIT FOR EMPLOYER I
AND IR TAXES PAID ON CERTAIN EMPLOYEE TIPS

8846 Credit for Employer Social Security and Medicare Taxes
e Paid on Certain Employee Tips

P Attach to your tax return.

1 e e » Go to www.irs.gov/Form8846 for the latest information.
ertain food and beverage employers oo
F 1 1 Note: Claim this credit only for employer social security and Medicare taxes paid by a food or beverage employer where
u Se O C a I I I I a C re I O r tipping is customary for providing food or beverages. See the instructions for line 1.
SOC i a | SeC u ri ty a n d M ed ica re ta Xes Tips received by employees for services on which you paid or incurred employer social

security and Medicare taxes during the tax year (see instructions) .

Tips not subject to the credit provisions (see instructions) .

paid or incurred by the employer on
(S rtain employees’ tips. The credit iS e e o s |

Credit for employer social security and Medicare taxes paid on certain employee tips from

part of the general business credit.

6 Add lines 4 and 5. Partnerships and S corporations, report this amount on Schedule K. All
others, report this amount on Form 3800, Part lll, line 4f
For Paperwork Reduction Act Notice, see instructions.




Employers may claim this credit if they have employees who
received tips from customers for PROVIDING, DELIVERING, OR
SERVING FOOD OR BEVERAGES for consumption if
tipping of employees for delivering or serving food
or beverages is customary. Generally, the credit
eguals the amount of employer SOCIAL SECURITY
and MEDICARE taxes paid or incurred by the
employer on tips received by the employee.
However, employers CANNOT claim the credit
for taxes on any tips that are used to meet the =

federal minimum wage rate.




LEGISLATION AND SPONSORS

Congressman Darin LaHood and Congresswoman Suzan DelBene
Senator Ben Cardin and Senator Tim Scott



SMALL BUSINESS TAX FAIRNESS
AND COMPLIANCE SIMPLIFICATION

This bill expands the tax credit for a portion of the EMPLOYER-PAID
SOCIAL SECURITY TAXES for employee cash tips to include beauty
service establishments. (Under current law, the credit is LIMITED to tips
received for providing, serving, or delivering food or beverages.)

The credit applies to tips received in connection with PROVIDING
BEAUTY SERVICES to a customer or client if tipping employees who
provide the service is customary. Beauty services include barbering and
hair care, nail care, esthetics, and body and spa treatments.



NEWS

The Hill

POLITICOPRO Morning Tax
Bloomberg Tax
Washington Examiner
Accounting Today

Global Cosmetic Industry

NailPro

Salon Today
American Salon
Beauty Launchpad
HAPPI

Behind The Chair .
Beauty Industry Report




ALLIANCE FOR TAX EQUITY

International Franchise Association

National Association of Women Business Owners
National Association of Barber Boards of America
International Spa Association

National Interstate Council of State Boards
Personal Care Products Council

Professional Beauty Association

Professional Beauty Employment Coalition

The Esthetics Council

Associated Skin Care Professionals

Associated Hair Professionals

Associated Nail Professionals

Intercoiffure America Canada

International Salon Spa Business Network
Cosmetologists Chicago

Associated Bodywork and Massage Professionals
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EFFORTS

Press
Op-eds
Letters
Calls
Meetings
Lobby Day
Fundraising
Events
Podcasts
Interviews



GAPITOL TAX PARTNERS

one of Washington'’s top government
relations and tax policy firms

Pat Heck
Annabelle Canning
Jake Triolo
Caroline Harris



