Questions & Answers about Overtime and Tips Reporting 
on 2025 Forms W-2 Under the OBBBA

Q1:  Are Qualified Overtime pay and Qualified Tips required to be reported on the 2025 Forms W-2?
Answer:  No.  The Internal Revenue Service did not update the 2025 W-2 to accommodate the new Qualified Overtime, Qualified Tips, and Treasury Tipped Occupation Codes (TTOC).  Therefore, the IRS has stated that employers are not required to report these amounts on 2025 Forms W-2.  Employers will be required to report these amounts on the 2026 through 2028 Forms W-2.  Penalties for non-reporting on 2026 through 2028 W-2 forms may be assessed by the IRS.

Q2:  Are employers required to provide employees with their estimated qualified Overtime and estimated qualified Tips for 2025?
Answer:  No.  However, employers are encouraged to provide employees with “approximate” qualified Overtime and qualified Tips for 2025 using a “reasonable method specified by the Secretary of the Treasury”.  Employers can provide these amounts through a variety of means, such as through an online portal, on Form W-2 in Box 14, or on separate written statements.  

Q3:  Is Ahola reporting the 2025 estimated qualified Overtime and estimated qualified Tips for their clients’ employees?
Answer:  Yes.  Ahola is providing the 2025 estimated qualified Overtime and estimated qualified Tips in two ways:
On the 2025 Form W-2:  
The employee’s estimated qualified Overtime will display on the 2025 Form W-2 in Box 14 Other with the title “Est OT Premium”.  
The employee’s estimated Tips will display on their 2025 Form in Box 7 Social security tips.
On two new client reports:  
Clients can access the following reports in isolved from their Payroll Report Archive from the last payroll of 2025 or through the Client Reports screen.  Clients that receive printed reports should have received these reports with their last payroll of 2025.
Overtime and Tips Report – Employer – This report will show an Excel list of all employees and their YTD Estimated Overtime Premium and YTD Estimated Tips.  This report is for the employer’s information only.
Overtime and Tips Report – Employee – This report will contain a PDF page for each employee showing their YTD Estimated Overtime Premium and YTD Estimated Tips.  Employers may print and distribute the pages to each employee if desired.  However, employers do not have to print and distribute the pages because the amounts will be the same as shown on the employee’s 2025 Form W-2.

Q4:  Why is the Est OT Premium amount in Box 14 of the employee’s 2025 Form W-2 less than the YTD Overtime pay from their last pay stub of 2025? 
Answer:  The Overtime tax deduction under the OBBB applies only to the half-time Premium portion of Overtime pay.  For many employees, the amount shown for the Est OT Premium will be 1/3 of their YTD Overtime pay.  Here is a common example:
An employee was paid all year at a pay rate of $15.00/hour.  The employee was paid 10 hours Overtime in the year.  The Overtime straight-time pay is 10 hours x $15.00 = $150.00.  The Overtime half-time premium pay is 10 hours x $7.50 = $75.00.  The employee’s YTD total Overtime pay is $225.00.  The Overtime premium pay is $75.00.  The amount displayed in Box 14 for Est OT Premium will be $75.00.

Q5:  The Est OT Premium amount in Box 14 of the employee’s 2025 Form W-2 is not equal to 1/3 of their YTD Overtime pay from their last pay stub of 2025 as shown in question Q4 above.  Why?
Answer:  The example in question Q4 above is a common example.  The Est OT Premium may not be 1/3 of the YTD Overtime pay in certain situations (e.g., employees who were paid at multiple pay rates).  In addition, the amounts provided for 2025 are estimates only and were calculated as best estimates based on information in the payroll system during 2025.   
 
Q6:  Is the dollar amount listed on the employee’s 2025 Form W-2 in Box 14 with the title “Est OT Premium” the amount the employee should claim for their Overtime tax deduction on Form 1040 Schedule 1-A?
Answer:  Not necessarily.  Keep in mind that the Est OT Premium amount shown on the 2025 Form W-2 is an estimate only and is based on how Overtime pay was reported in payroll in 2025.  Before claiming the Overtime tax deduction, the employee must read and follow the rules as stated in the Form 1040 Schedule 1-A instructions on the IRS website.  The Overtime tax deduction applies only to Overtime that was required to be paid under the Fair Labor Standard Act (FLSA).  If the employee received any Overtime pay outside of FLSA requirements (for example, Overtime paid for hours worked 40 or less hours in a work week under company policy or union contract) that amount is not qualified for the Overtime tax deduction.  The employee may need to reduce the dollar amount that is shown on the 2025 W-2 before claiming the Overtime tax deduction.






Q7:  Is the dollar amount listed on the employee’s 2025 Form W-2 in Box 7 Social security tips the amount the employee should claim for their Tips tax deduction on Form 1040 Schedule 1-A?
Answer:  Not necessarily.  The amount listed in Box 7 is the employee’s Total Tips.  Before claiming the Tips tax deduction, the employee must read and follow the rules as stated in the Form 1040 Schedule 1-A instructions on the IRS website.  The Tips tax deduction only applies to voluntary Tips.  Any involuntary Tips, such as mandatory service fees or required gratuities for large parties, are not qualified for the Tips deduction.  If the employee received any involuntary Tips, these amounts must be subtracted to determine the Qualified Tips total.  In addition, qualified Tips must be earned while the employee worked in an occupation contained in the list of “Treasury Tipped Occupation Codes” (TTOC).  Any Tips that were paid while the employee was working in an occupation that is not on the TTOC list must be reduced from the Tips amount before claiming the Tips tax deduction.

Q8:  What should my employees do before claiming the Overtime tax deduction or the Tips tax deduction?
Answer:  Before claiming the Overtime tax deduction or Tips tax deduction, employees should read and follow the rules as stated in the Form 1040 Schedule 1-A instructions on the IRS website.  Employees should also consult an income tax professional prior to taking a qualified Overtime deduction or qualified Tips deduction on their federal income tax return.

Q9:  Who should I contact at Ahola if I have questions about the Overtime tax deduction and Tips tax deduction for my employees?
Answer:  Please contact your Dedicated Client Partner regarding any questions about the Overtime and Tips tax deductions under the OBBB.

Q10:  Will Ahola be sending information regarding the needed changes for the 2026 reporting of qualified Overtime premium pay and qualified Tips?
Answer:  Yes.  Ahola will be communicating all 2026 changes to clients via email and a client webinar in Quarter 1 of 2026.  Please watch for upcoming emails from Ahola with important updates and an invitation to the webinar. 






