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Countable tip income is money actually received in addition to wages for services performed by the employee.  Countable tip income does not include the allocated or tip credit reported by the employer for tax purposes which may appear on the paycheck stub.   

A.
VERIFICATION  

Verify tips by using the recipient's daily tip log of actual tips received.  A tip log is any record kept by the recipient of tips received each day.  Entries on the log must show date of receipt and amount.  DO NOT use the allocated tip or tip credit amount shown on the paycheck stub.  

1.
For applications or new tip income when a daily tip log is not available, use the recipient's statement of anticipated tips.

2.
When tip income is reported, advise the recipient of their responsibility of maintaining a daily tip log for verification purposes.
[3.
DO NOT use Electronic Income Verification (EIV) to verify earned income if tips are included in the gross amount.  See Volume IV, MS 3471.]
B.
CONSIDERATION

1.
To best estimate the monthly amount of tips, use the same time period used in determining the monthly amount of wages (i.e., if the best estimate of income is determined by using the prior 2 calendar months' wages, then use the prior 2 calendar months' amount of tips shown on the daily tip log).  Convert the daily tips to weekly, bi-weekly, semi-weekly, etc.

Example:  The recipient works at Jerry's Cafe and is paid each Friday.  A daily tip log is kept by the recipient.

For September, the pay periods ended 9/3, 9/10, 9/17 and 9/24.  Add the tips for each day in the pay period to obtain the weekly amount:  8/30 - $6.00; 8/31 - $6.55; 9/1 - $9.75; 9/2 - $9.10; 9/3 - $10.50.  Added together, they equal $41.90 (round to $42.00) for the 9/3 pay period.  Average the tips for this weekly pay period and the other weekly pay periods and convert to a monthly amount.

2.
Add the best estimate of amount of monthly tips to the best estimate of the monthly wages.  

C.
DOCUMENTATION  

Document the method of verification and how the best estimate is computed.  
