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Tax Deductions for 
Tipped Employees
Tipped Employee’s include but are not limited to: Individuals in the food and beverage industry, bartenders, hair stylist, manicurist, masseuses, bellhops, delivery service people, hotel housekeepers, entertainers, parking attendants, and taxi drivers. 
What tips to report:  Report to your employer only cash, check, debit or credit card tips you receive.  

When to report:  Give your report for each month to your employer by the 10th of the next month.  If the 10th falls on a Saturday, Sunday, or legal holiday give your employer the report by the next day that is not a Saturday, Sunday, or legal holiday.  Your employer may require more frequent reporting.

Tips not reported to your employer: The value of any noncash tips, such as tickets or passes, to your employer.  You do not pay social security and Medicare taxes on these tips.  Cash and charge tips your received that totaled less than $20.00 for any one month,  maybe reported directly on your year end tax return.
Keeping Good Tip Records:  According to the IRS regualtions, your tip records need to clearly establish the tips you received.  That is why a timely, day-to-day record is so important.  The form on this website contains all the information you will need and has room for an entire month’s entries.  You may also print copies of the form so that you will have permanent record of your tips for the entire year.   You must keep a daily tip record so that you can:


° Report your tips accurately to your employer,


° Report your tips accurately on your tax return, and


° Prove your tip income it your return is ever questioned.

When you receive a tip but pay part of it to someone else (for example, a bartender), you should note the name of that person in your tip record along with the amount you paid him/her.  You should keep your record updated on a day-to-day basis to make sure of its accuracy.

Reporting Tips to Your Employer:  You must report tips to your employer so that:

° Your employer can withhold federal income tax and social security 

               and Medicare taxes.


° Your employer can report the correct amount of your earning to the Social Security 

               Administration (which affects your benefits when you retire or if you become disabled, 

               or your family’s benefits if you die), and 


° You can avoid the penalty for not reporting tips to your employer.

Penalty for not reporting tips:  If you do not report tips to your employer as required, you may be subject to a penalty equal to 50% of the social security and Medicare taxes you owe on the unreported tips.
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Employee’s Daily Record of Tips

Employee’s name and address:


Employer’s name:





Employee’s Signature_____________________________________________
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Adapted from IRS form 4070A Publication 1244
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Month and Year:








