Help Service Employees Keep More 
of their Income 
Co-Sponsor the Tip-Tax Exemption Bill
July 26, 2006

Dear Colleague:

This week I plan to introduce legislation to exempt the first $10,000 of tip income from federal taxes and help stop the practice of taxing the lowest earning individuals on income they may not even receive. According to the industries involved, most of the employees helped by my bill are either students or single mothers.  In addition, most of the employees are at the beginning of their careers. Exempting these monies from both income and FICA taxes represents a significant tax break for both employees and employers.
Under current law, service employees who typically earn tips are assumed to have made at least 8 percent of their gross sales in tips.  This tax is applied regardless of the actual level of the tip.  Further, if the service personnel earns more than 8 percent in tips they are expected to report them accordingly.  The end result for these employees, many of whose base salaries do not exceed minimum wage, is that they may have to pay taxes on income they didn’t receive.
In addition, accounting for tips and gross sales is a burden on every restaurant, bar or other small business whose employees are regularly tipped. By putting in place a reasonable annual cap and strictly defining a tip, this tax relief bill is clearly focused on low to middle income households. It’s time to give a break to those who labor so hard for their living.  The time has come for government to get out of the way of entrepreneurs, service personnel and their employers.  
I hope other members will join with me in this common sense proposal that will help millions of hard working Americans. Please have your staff contact Michael Brairton in my office before noon on Thursday, July 27 to become an original cosponsor.






Sincerely,







Mike Sodrel







Member of Congress
