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TIPS & TAXES: 
Employee: 
Tips must be included in gross income.        

If you receive more than $20 in tips during a month at one 
employer, that employer must withhold FICA & FUTA taxes. 

Only the tips received and kept are included in income.  If 
you share tips with other employees, only the amount you 
keep is part of your income.  The amount given to other 
workers becomes part of their income. 

If an employee, in a profession where tipping is common, 
doesn't report tip income, or reports less than the IRS con-
siders reasonable, the IRS may reconstruct what the 
amount should have been. 
Self-employed: 
Self-employed individuals must include tips in their income, 
and the tips are subject to self-employment tax. 

If you share tips with others, you must include the total tips 
you received as part of your income and deduct the amount 
given to others as expenses on your Schedule C. 
In General: 

Employees and employers, including self-employed indi-
viduals, are required to retain proof of the tip income re-
ceived during the year.  This proof must be in a written form 
and should include tips received and share of tips given to 
other workers. 

The value of non-cash tips must be included in the total 
amount declared. 
 

For more information see IRS Publication 531. 
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