New for 2025 -Please review and complete.

The One, Big, Beautiful Bill has a significant effect on federal taxes, credits and deductions. It was signed
into law on July 4, 2025. Additional information is required to complete your W-2 preparation.

2025 Qualified Tips and/or Qualified Overtime W-2 Worksheet

Employer Name Industry Description

Please select a response to the questions below related to the 2025 calendar year:
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1. Did you pay overtime to any employees?
2. Do the gross wages paid to any employee include tips?
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If Questions 1 and 2 are both “No” then STOP. Your form is complete.

Qualified Overtime:

Under the One, Big, Beautiful Bill Act (OBBBA), "qualified overtime compensation" refers to the premium portion of
overtime pay that is legally required under Section 7 of the Fair Labor Standards Act of 1938 (FLSA). Premium portion of
overtime is defined as the extra half of an employee’s regular hourly rate.

Overtime requirement under FLSA:

Under Section 7, employers must pay covered workers at least one-and-a-half times their regular hourly wage for hours
worked over 40 hours a week at a given job. Employers may choose to pay more than time-and-a-half for overtime or to
pay overtime to employees who are exempt from overtime under the FLSA, however that is not considered qualified
overtime and is not eligible for the deduction.

Did you pay overtime to any employee that exceeds the 40 hours per week requirement? o O

Certain employers and occupations do not fall under FLSA. The most current information we have available at this time
can be found here: https://www.dol.gov/sites/dolgov/filessWHD/legacy/files/FairLaborStandAct.pdf or contact Hacker,
Nelson & Co., CPAs for more information. Do not include any additional overtime hours not covered by FLSA as
detailed below when completing the W-2 Worksheet for employees. Incorrect or ineligible overtime hours or
occupations listed are not the responsibility of Hacker, Nelson & Co., CPAs.

Not covered by FLSA:

e To the extent an organization pays overtime required under state law or a collective bargaining agreement or pays
overtime voluntarily to employees (such as for working a holiday), that overtime is not deductible unless it is also
required under FLSA.

e Examples would include state laws that require overtime for working beyond a certain number of hours in a day even
if the total hours for the week do not exceed the FLSA 40-hours worked threshold, or state laws that require overtime
rates in excess of the FLSA standard of the 1.5x regular pay.

e Double time is not required by the FLSA under any circumstances, so the excess pay beyond 1.5x is not eligible for the
deduction.

e If an employer includes things like PTO in calculating hours worked and it impacts when overtime begins under an
employer’s policy, that may impact calculations for purposes of the federal deduction since FLSA overtime eligibility
is based solely on hours worked.

Please complete Regular Rate of Pay line on the W-2 Worksheet with their regular rate of pay as only the
premium amount defined as the extra half of an employee’s regular hourly rate is eligible for the tax
exemption. If the regular rate of pay has changed within 2025, detail the rate changes and hours associated
with each rate.


https://www.dol.gov/sites/dolgov/files/WHD/legacy/files/FairLaborStandAct.pdf

Qualified Tips:

Definition of qualified tips

In order to claim the tips deduction a worker must meet both criteria:
1.  bein an occupation on the occupations list published by the IRS
2. and receive qualified tips.

See the occupations list published by the IRS and the Department of the Treasury here:
https://home.treasury.gov/system/files/136/Tipped-Occupations-Detailed-8-27-2025.pd f

Or find the link at hackernelson.cpa on the Resources - Payroll Tools page under Site Links - Government Specific Sites:
Tipped Occupations Detailed.

The proposed regulations provide a definition of qualified and not qualified tips which include the following factors:

e Qualified tips must be paid in cash or an equivalent medium, such as check, credit card, debit card, gift card, tangible
or intangible tokens that are readily exchangeable for a fixed amount in cash, or another form of electronic settlement
or mobile payment application (excluding most digital assets) denominated in cash.

¢ Qualified tips must be received from customers or, in the case of an employee, through a mandatory or voluntary tip-
sharing arrangement, such as a tip pool.

e Qualified tips must be paid voluntarily by the customer and not be subject to negotiation. Qualified tips do not include
some service charges. For instance, in the case of a restaurant that imposes an automatic 18% service charge for large
parties and distributes that amount to waiters, bussers and kitchen staff; if the charge is added with no option for the
customer to disregard or modify it, the amounts distributed to the workers from it are not qualified tips.

e Any amount received for illegal activity, prostitution services, or pornographic activity is not a qualified tip.

Yes No
Did the gross wages paid to any employee include qualified tips as described above? (@) (@)

Include the qualified tips and complete the job description for each employee on the W-2 Worksheet so we
can assist in determining if they are in a qualified occupation per the IRS list of occupations. Incorrect or
ineligible tips or occupations listed are not the responsibility of Hacker, Nelson & Co., CPAs.

Please contact the payroll department at Hacker, Nelson & Co., CPAs with any additional questions.

Decorah 563-382-3637
Waukon 563-568-4567
New Hampton 641-394-2245

Other Comments:
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https://home.treasury.gov/system/files/136/Tipped-Occupations-Detailed-8-27-2025.pdf
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