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701—502.20(422) Employer social security credit for tips. Employers in the food and beverage industry
are allowed a credit under Section 45B of the Internal Revenue Code for a portion of the social security
taxes paid or incurred after 1993 on employee tips. The credit is equal to the employer’s FICA obligation
attributable to tips received which exceed tips treated as wages for purposes of satisfying minimum wage
standards of the Fair Labor Standards Act. The credit is allowed only for tips received by an employee in
the course of employment from customers on the premises of a business for which the tipping of employees
serving food or beverages is customary. To the extent that an employer takes the credit for a portion of the
social security taxes paid or incurred, the employer’s deduction for the social security tax is reduced
accordingly. For Iowa income tax purposes, the full deduction for the social security tax paid or incurred is
allowed for tax years beginning on or after January 1, 1994. No social security tax credit is allowed on the
Iowa corporation income tax return.

This rule is intended to implement lowa Code section 422.35 as amended by 1995 Iowa Acts, chapter
152.
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