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No Tax on Tips
General Rules
Overview of the deduction
Deduction, not exclusion
• Individuals may be able to claim federal income tax deduction on Form 1040 for 

qualified tips (“TP”) they receive in 2025 through 2028 that are separately 
accounted for by the employer via Forms W-2 / 1099-NEC

• Payroll reporting/withholding still required

Qualified tips, defined
• Prop. Treas. Reg. § 1.224-1
• Voluntary, not negotiated – excludes mandatory service fees
• Cash tips (including amounts charged, checks, tokens, etc.)
• Tip pooling/sharing arrangements
• Occupation customarily & regularly received tips on or before 12/31/2024

• Exception for specified service trade or business (transition rules apply)

Deduction limitations
• Maximum deduction of $25,000 (single/MFJ).
• Deduction phases out for individuals with income over $150,000 
• ($300,000 for MFJ)
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No Tax on Tips
General Rules
Treasury tipped occupations
Occupations that customarily and regularly received tips on/before 
12/31/2024
• The occupations in Table 1 customarily and regularly received tips on or before 

December 31, 2024. Subject to the requirements in section 224 and this section and the 
proposed regulation, only qualified tips received in connection with the occupations 
listed in Table 1 are eligible for the deduction in section 224(a)

• Nearly 70 occupations across 8 occupation groupings
• (1) Beverage & Food Service, (2) Entertainment & Events, (3) Hospitality & Guest 

Services, (4) Home Services, (5) Personal Services, (6) Personal Appearance & 
Welfare, (7) Recreation & Instruction, and (8) Transportation & Delivery

Exception: Specified service trade or business (SSTB)
• An individual working in an occupation listed in Table 1 is not eligible for the deduction 

in section 224(a) with respect to any amounts received in the course of a trade or 
business that is a specified service trade or business

• Accounting, consulting, engineering, performing arts, …

• Notice 2025-69 – SSTB employees eligible for tip deduction until January 1 of the year 
following the issuance of final regulations.
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Excerpt from Table to Proposed Treasury Regulation § 
1.224-1(f)(1)
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No Tax on Overtime
General Rules
Overview of the deduction

Deduction, not exclusion
• Individuals may be able to claim federal income tax deduction on Form 1040 for 

qualified overtime compensation they receive in 2025 through 2028
• Payroll reporting and withholding still required by employer

Qualified overtime compensation, defined
• Limited to OT required under FLSA § 7 (non-exempt employee; 1.5x regular rate)
• Does not include non-FLSA overtime in CBAs, overtime required by state or local 

law, increased rates for holidays and weekends, etc.  
• Limited to the amount exceeding regular rate of pay (FLSA Overtime Premium)
 Ex: Regular rate = $20, FLSA required OT = $30, OT = $10

Deduction limitations
• Maximum deduction of $12,500 ($25,000 for MFJ)
• Deduction phases out for individuals with income over $150,000 ($300,000 for 

MFJ)
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No Tax on Tips & Overtime
Employer requirements
Requirement to file information returns 
• Sections 6041(a) & 6041A(a) require employers/payors to file an 

information return for payments of wages, etc. (Forms W-2, 1099-NEC) 
• OB3 amended each to require employers/payors to include separate 

accounting of tips, occupations, and overtime

Requirement to furnish employee/payee with written 
statements
• Sections 6041(d), 6041A(e), & 6051(a) require employers/payors to 

furnish employees/payees with written statements (Forms W-2, 1099-
NEC) 

• OB3 amended each to require employers/payors include tips, occupation, 
and overtime on the written statements

The issue:
• Revised Forms W-2 & 1099-NEC not issued for 2025
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No Tax on Tips & Overtime
2025 Guidance and Relief
For employers/payors

Notice 2025-62
• Relief from Certain Penalties Related to Information Reporting 

Required in Connection with No Tax on Tips and Overtime
• For taxable year 2025, the IRS will not impose a penalty under 

section 6721 or 6722 for information reporting failures related to 
tips and overtime

• IRS encourages employers and payors to provide 
employees/payees with a separate accounting of tips, occupation 
codes, and overtime

• IRS suggests doing so via box 14 of the employee’s Form W-2, or 
through an online portal, additional written statements furnished to 
the employees or payees, or other secure methods
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No Tax on Tips & Overtime
2025 Guidance & Relief

Notice 2025-69 – Guidance for Individual Taxpayers who received Qualified Tips or Qualified Overtime Compensation in 2025

Guidance on tips
• Employees may determine the amount of qualified tips they received in 2025 via:

• Tips reported in Box 7 of Form W-2,

• Form 4070 Employee’s Report of Tips to Employer (or similar substitutes) for 
2025, or 

• Amounts voluntarily provided by employers in box 14 of Form W-2 or on a 
separate statement. 

• How non-employees may determine the amount of qualified tips they received in 
2025 by using earnings statements, various documentary evidence, and other 
information provided by the payor that may assist

• Transition relief for SSTBs

Guidance on overtime
• Employees may determine the amount of qualified overtime they received in 

2025 by using one of multiple “reasonable” methods provided in the Notice

• Most methods involve receipt of statement from employer providing:
• A separate accounting for the FLSA Overtime Premium (best case)

• Total overtime paid if only FLSA overtime — allowed to take 1/3rd 

• Separate accounting for all overtime exceeding regular rate — may use 
appropriate fraction to approximate the FLSA premium

• Information on aggregate overtime compensation paid at a higher rate (e.g., 
200%) — may use appropriate fraction to approximate the FLSA premium  

• Individual discretion to increase overtime if one of the methods above 
underestimates qualified overtime

• If no statement received:
• Individual may use reasonable method taking FLSA information into account 

(which includes requesting information from their employer)

• Special rules apply to police, firefighters, and public sector employees who 
can take additional time off in lieu of overtime pay

10

For employees/payees



© 2026 Forvis Mazars, LLP. All rights reserved.

No Tax on Tips & Overtime
Considerations for 2025
Action items

Initial steps
• Review applicable guidance/discuss with your tax advisor on how to 

apply guidance
• Identify reporting requirement (tipped industry grouping / FLSA overtime 

applicable) and reporting options
• Identify eligible employees (tipped occupation/receives FLSA overtime)
• Qualified overtime may require bifurcation of overtime paid
• Utilize legal counsel (in house/labor law)
• Consider how and when to communicate information about the new 

deductions to employees and what they should expect from employer 
• Employers are recommended to communicate overtime via paystub, 

letter, online portal, etc. (i.e., not Box 14 of Form W-2)
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No Tax on Tips & Overtime
Considerations for 2026–2028
Action items
2026–2028 reporting
• No penalty relief; tips/OT must be reported to IRS and eligible 

employees

• Required filings 
• New DRAFT Form W-2 for 2026 (Box 12, Code TP, TT; Box 14b)

• New DRAFT Form 1099-NEC for 2026 (Boxes 1b, 1c, 1d)

• New DRAFT Form 1099-MISC for 2026 (Boxes 13a, 13b, 14)

• New DRAFT Form 1099-K for 2026

• Forms 1099 filing required despite new threshold

• Coordinate with payroll providers / software vendors

Questions for tips:
• Are we in an applicable industry?

• What are the TTOCs of our employees?

• How will we separately track mandatory service fees?

Questions for OT:
• Are we separately tracking FLSA OT from non-FLSA OT?
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Year-End Items for Consideration & 
Changes for 2026
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1. Year-end close option in QBO

2. Taxable fringe benefits and W-2 reporting for 2025

3. Non-taxable fringe benefits

4. 2026 fringe benefits changes

5. Tracking new payroll items in QBO 
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Year-End Close in QuickBooks Online
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Set the Closing Date in QBO
•Click the Gear icon (Settings) in the top right – select Account and settings.
•Click Advanced, scroll to Accounting section and click Edit (pencil icon)
•Toggle the Close the books switch to On – enter your Closing Date (e.g., December 31, 2025)
•Choose how to handle changes:

•Allow changes after viewing a warning: A simple warning before changes
•Allow changes after viewing a warning and entering a password: Recommended to prevent unauthorized edits; you'll set a password

•Click Save, and then click Done in the bottom right 

https://www.google.com/search?sca_esv=6d16ec640273b046&rlz=1C1GCEB_enUS1164US1165&sxsrf=AE3TifMeIyRuzl5yBTBQA_0pq0EryC9IZA%3A1767661110477&q=Set+the+Closing+Date+in+QBO&sa=X&ved=2ahUKEwjw3crk2vWRAxWdnWoFHVuRIRIQxccNegQIehAC&mstk=AUtExfDNuIkk7iY4__WsehDVxn4TC-r5zClB33vPqThkxWrZQdj6yk5R7ugeERkZ7RKB4WHJmVKKYMEYhGDmbc4taNib6hpbhsbJA-wKtC7F03TnLGXADP5DJx3e1B9zbDsFUjvEix9jisnPnzN6D0i5FJOfMpAX7XmPs_v1RUMI7mI58SymwsmCK58-S8GtbaopBWAd7CGyMYvfe2hqpacYy7XHaeQFMwDXoEtA3vV5DyP1C3YT7rSvk0XPlX6cFzQV8Q81EVRlk9jyRI5rjAd2XtN7&csui=3
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Taxable Fringe Benefits & W-2 Reporting for 2025

Personal Use of Company Car
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S corporation shareholder health insurance
• A 2% shareholder is someone who directly or indirectly owns (for any day during the tax year) more than 2% of the 

corporation’s stock or stock with more than 2% of the voting power
• Payments made for accident and health benefits to a 2% shareholder or paid by the S corporation are “wages” for Federal 

income tax purposes
• Payments are not considered “wages” for FICA purposes
• Value of benefits must be included in Box 1 – Federal Taxable Wages 
• Value of benefits may also be required to be included in Box 16 and Box 18 depending on state and local tax rules
• Report the amount in Box 14 to assist shareholder with individual income tax preparation

• Multiple options for calculating amount to include in wages
• Value of benefit is considered wages and subject to all payroll taxes
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Non-Taxable Fringe Benefits
De Minimis benefits provided to an employee can be excluded from taxable wages
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• Coffee and donuts
• Occasional office parties
• Occasional theatre or sporting event tickets (but not season tickets)
• IRS Publication 15-B for additional information
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Fringe Benefit Updates for 2026

Dependent care assistance
• For the 2026 tax year, the annual dependent care 

FSA limit was raised from $5,000 to $7,500 ($2,500 to 
$3,750 for married filing separately
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Educational assistance
• OBBB permanently extends the $5,250 exclusion 

from income for employer-provided educational 
assistance for payments made after 2025. 



© 2026 Forvis Mazars, LLP. All rights reserved.19

QBO – New Payroll Items for 2026
Choosing new pay types in QBO
•Click Payroll – select Employees – click on an Employee
•Scroll to Additional pay types – click +Add
•Choose the pay type you want to add
•Depending on pay type – additional information may be requested
•Click Save

https://www.google.com/search?sca_esv=6d16ec640273b046&rlz=1C1GCEB_enUS1164US1165&sxsrf=AE3TifMeIyRuzl5yBTBQA_0pq0EryC9IZA%3A1767661110477&q=Set+the+Closing+Date+in+QBO&sa=X&ved=2ahUKEwjw3crk2vWRAxWdnWoFHVuRIRIQxccNegQIehAC&mstk=AUtExfDNuIkk7iY4__WsehDVxn4TC-r5zClB33vPqThkxWrZQdj6yk5R7ugeERkZ7RKB4WHJmVKKYMEYhGDmbc4taNib6hpbhsbJA-wKtC7F03TnLGXADP5DJx3e1B9zbDsFUjvEix9jisnPnzN6D0i5FJOfMpAX7XmPs_v1RUMI7mI58SymwsmCK58-S8GtbaopBWAd7CGyMYvfe2hqpacYy7XHaeQFMwDXoEtA3vV5DyP1C3YT7rSvk0XPlX6cFzQV8Q81EVRlk9jyRI5rjAd2XtN7&csui=3
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XERO
1. How to save time by leveraging automation features in Xero

Cash

Fixed 
AssetsInventory

Reporting

P&L
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XERO
1. How to save time by leveraging automation features in Xero

Cash
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XERO
1. How to save time by leveraging automation features in Xero

Fixed 
Assets
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XERO
1. How to save time by leveraging automation features in Xero

Reporting
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XERO
1. How to save time by leveraging automation features in Xero

P&L
Checklist : 

 1. Revenue Accuracy

 2. Expense Review

 3. Payroll & Contractor Costs

 4. Prepayments & Accruals

 5. Tracking Categories

 6. Variance Analysis

 7. Lock Dates & Publish



Considerations for Sage Intacct

Sage has aspirations for a “continuous close” 
approach in Intacct, which aims to eliminate the 
traditional bottleneck of period-end processes 
by enabling real-time visibility and ongoing 
reconciliation throughout the year, reducing the 
stress and time crunch associated with 
traditional closing cycles. However, today, there 
are still steps and considerations to take at year 
end.
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Close Subledgers &/or General Ledger

Subledgers
Cash Management
Accounts Payable
Accounts Receivable
Time & Expense
• Does not allow transactions in specific 

subledger as of end of period, e.g., AP 
Bills, Credit Memos, Deposits

• Does allow new elements like 
Vendors, Customers or Bank Accounts

General Ledger
Closes General Ledger and all 
subledgers. Same caveats as 
Subledgers

Other Considerations
• Statistical Accounts can ignore closing 

rules if setup in General Ledger 
Configurations

• Post-close adjustments available via 
“Adjusting” Journal Entries

• User-Defined Books can be 
designated as “Management 
Reporting” to ignore closing rules

• Useful for historical information 
from acquisition
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1099 Considerations

1. Individual vendors must be setup as 1099 eligible
• Past transactions do not change after designation
• Process to set up is simple, but 1099 type and box are also required (NEC v MISC v INT)

2. 1099 Reporting found in Accounts Payable application
3. Create a Vendor view based upon 1099 eligibility

• See next slide
4. Direct Integration with TaxBandits, but data is available in exportable format for many 1099 filing 

applications
5. System can be configured to tag transactions as taxable at the line level (Ask Sage Copilot)
6. Retroactive 1099 amount updates made via upload process

• Process is simple if you are used to uploading data in Intacct
7. Good information available at this link: 1099 FAQs

28

https://www.intacct.com/ia/docs/en_US/help_action/Taxes/1099/1099-faq.htm
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Vendor List With 1099 Information
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Dashboard Ideas – Closed Through Summary
Component Type: General – Component: Closed Thru Summary
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Dashboard Ideas – Unposted Journal Entries
Component Type: Report – Component: Memorized Report
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Dashboard Ideas – 1099 Report
Component Type: Report – Component: Memorized Report
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Dashboard Ideas – Links to External Systems
Component Type: Smart Links – Smart Link Type: Click
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NetSuite
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NetSuite Period Management & Close Checklist
Year-End Closing
• NetSuite allows for an Automatic or Manual Close, but strongly recommends the Automatic option
• Automatic Close doesn’t require manual journal entries to close out the Income Statement to Retained Earnings

Utilizing the Period Close Checklist
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NetSuite Closing & Time-Saving Tips

Closing vs. Locking
• Locking transactions for a period is a 

preliminary task that prevents users 
lacking the override permission from 
posting to the period

• Closing is the final step after account 
review and reconciliation that 
prevents postings for any dates 
included in the period, by anyone

Saved Searches
Such as transaction searches can be:

• Shared as public
• Published on your home dashboard
• Set to run automatically
• Emailed to select recipients

Memorized Transactions
(e.g., Journal Entries, Intercompany Transactions, Prepaids)
 
Choose Template Only:

• To create a memorized transaction to be used as a 
template, but won’t create any transactions

Choose Reminder:
• To be reminded when the transaction is due and to 

have an opportunity to view and edit before saving
Choose Automatic:

• To set the transaction to automatically post at a 
defined time

1099 Prep Reminder
• Flag eligible vendors

• Map expense accounts to 1099 
categories

• Export using the saved search/ 
bundles for third-party e-filing
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