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Assumptions Used in Arriving at Fiscal Estimate:

Under current law, tips for service at restaurants are taxable if the tip is included as a service charge with
the bill for the meal. This proposal would exclude the tipping or gratuity fee from the sales and use tax.

Through data obtained from the National Restaurant Association, the U.S. Census of Retail Trade, and
DRI/McGraw Hill forecasts, gross receipts for full-service restaurants are estimated at $147 billion for 1999.
Based on Wisconsin's share of personal income, receipts from full-service restaurants in Wisconsin are
estimated at $2.7 billion ($147 billion x 1.83%) annually. The value of tips on those sales are an estimated
$405 million ($2.7 billion x 15%). Data are not available for the proportion of full-service meals that have
service charges included with the bill. However, anecdotal evidence suggests that as many as 10% of all
bills may include service charges. Based on this assumption, this proposal would reduce revenues by an
estimated $2 million ($405 million x 10% x 5%) annually.

In 1998, county and Southeastern Wisconsin Professional Baseball Park District sales tax revenues were
6.24% of state sales tax revenues. Assuming that this percentage still applies, local sales tax revenues
would decline by approximately $125,000 ($2 million x .0624) annually.

Long-Range Fiscal Implications:
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Exclude Tips from the Sales and Use Tax

l. One-Time Costs or Revenue Impacts for State and/or Local Government (do not include in annualized fiscal effect):

ll. Annualized Costs:

Annualized Fiscal impact on State funds from:

A. State Costs by Category
State Operations - Salaries and Fringe

Increased Costs Decreased Costs

(FTE Position Changes)

( FTE) (- FTE)

State Operations-Other Costs

Local Assistance

Aids to Individuals or Organizations

TOTAL State Costs by Category

B. State Costs by Source of Funds
GPR

Increased Costs Decreased Costs

FED

PRO/PRS

SEG/SEG-S

. State Revenues - Com?llete

revenues (e.g., tax increase,

is onl* when aprop sal will increase o) decre%se state

crease in license fee, etc

Increased Rev. Decreased Rev.

GPR Taxes $ $ - 2,000,000
GPR Earned -
FED. -
PRO/PRS -
SEG/SEG-S -
TOTAL State Revenues $ $ - 2,000,000
NET ANNUALIZED FISCAL IMPACT
STATE LOCAL
NET CHANGE IN COSTS $ . $
NET CHANGE IN REVENUES $ - 2 million $ - 125,000
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