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Assembly Committee on Ways and Means

DATE . }
Moved by WJP&_ Seconded by 5¢/ I
AB_ J 7?2 SB Clearinghouse Rule
AJR SJR
A SR Other
A/S Amdt
A/S Amdt to A/S Amdt
A/S Sub Amdt
A/S Amdt to A/S Sub Amdt__
A/S Amdt to A/S Amdt to A/S Sub Amdt
Be recommended for: - : [ indefinite Postponement -
Passage D Tabling
D Introduction [ concurrence
[] adoption ' [ Nonconcurrence
O Rejection
Committee Member Aye No Absent Not
' voting
1. | Rep. Mickey Lehman, chair {
2. | Rep. Tom Sykora, vice-chair .
3. | Rep. Bob Goetsch 3
4. | Rep. Mike Huebsch ‘r
5. | Rep. Frank Lasee r
6. | Rep. John Ainsworth 6
7. | Rep. Suzanne Jeskewitz
8. | Rep. Carol Owens 7
9. | Rep. Joan Spillner {f
10. | Rep. Wayne Wood 7
11. | Rep. John La Fave lﬂ
12. | Rep. Lee Meyerhofer
13. | Rep. Johnie Morris-Tatum L} P
14. | Rep. Jeffrey Plale /
15. | Rep. Bob Turner (2
16 Rep. Bob Ziegelbauer l3
Totals
MOTION CARRIEDW MOTION FAILED []

s’\comclerkirolicall. 1
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DATE
Moved by LA/0“1

AB_ J7Z SB
AJR____ SJR
A SR
A/S AmdtLRP(12.4

A/S Amdt

A/S Sub Amdt

A/S Amdt
A/S Amdt

Be recommended for:

Seconded by

Z ey

Clearinghouse Rule

Other

v

to A/S Amdt

to A/S Sub Amdt
to A/S Amdt

to A/S Sub Amdt

- : [0 Indefinite Postponement

[] Passage O Tabling
[0 introduction [ concurrence
Ei.Adoption E] Nonconcurrence
[0 rejection
' Committee Member Aye No Absent Not
voting
1. | Rep. Mickey Lehman, chair {
2. | Rep. Tom Sykora, vice-chair ya
3. | Rep. Bob Goetsch 3
4. | Rep. Mike Huebsch &
5. | Rep. Frank Lasee j’
6. | Rep. John Ainsworth {
7. | Rep. Suzanne Jeskewitgz
8. | Rep. Carol Owens 7
9. | Rep. Joan Spillner Q{
10 Rep. Wayne Wood ?
©11. | Rep. John La Fave [0
12. | Rep. Lee Meyerhofer
13. | Rep. Johnie Morris-Tatum Lf ,
14. | Rep. Jeffrey Plale c//
15. | Rep. Bob Turner |z
16. | Rep. Bob Ziegelbauer [3
Totals
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t State Representative

L‘”Meyerhofer

January 26, 2000

Representative Michael Lehman, Chair
Assembly Committee on Ways and Means
103 West, State Capitol

Dear Chairman Lehman:

1 was unable to attend the January 12, 2000 meeting of the Ways and Means Committee. Please enter the following
votes into the record.

AB 634

Yes on adoption of LRB 1140/1

Yes on adoption of LRB 1146/1

Yes on passage of AB 634 as amended

AB 41
Yes on passage of AB 41

AB 393
Yes on adoption of Substitute Amendment 1
Yes on passage of AB 393 as amended

AB 572 _
Yes on adoption of LRB 1126/1
Yes on passage of AB 572 as amended

AB 614
Yes on adoption of LRB 1127/1
Yes on passage of AB 619 as amended

Thank you for your attention to this request. Please feel free to contact me if I you have any questions.

Sincerely,

2/

LEE P. MEY, OFE
State Representative
5™ Assembly District

CarrroL OFfICE: P.O. Box 8953 B MADISON, WisCONSIN 53708 B 608-266-2418 M ToLL FREE 888-534-0005
HoME: 903 SHAMROCK COURT, KaukauNa, W1 54130 B (920) 766-1441 B E-Mail: rep.meyerhofer @legis.state.wi.us




AB572

LRB-3296/3
JK::jlg::hmh
1999 - 2000 LEGISLATURE

1999 ASSEMBLY BILL 572

November 3, 1999 - Introduced by Representatives Sinicki, F. Lasee, Plale, Krug,
Hasenohrl, Musser, Staskunas, Gunderson, J. Lehman, Underheim, Seratti
and M. Lehman, cosponsored by Senators Grobschmidt, Burke, Farrow and
A. Lasee. Referred to Committee on Ways and Means.

PgiLni An Act to amend 77.51 (4) (c) 2. and 77.51 (15) (¢) 1.; and to create 77.51 (4) (b)
PgiLn2 2m. and 77.51 (15) (b) 2m. of the statutes; relating to: the sales tax and the use
PgiLn3 tax on tips and gratuities.

Analysis by the Legislative Reference Bureau

AB572

Under current law, the state imposes a sales tax on all retailers at the rate of
5% of the gross receipts from the sale, lease or rental of tangible personal property

and the sale of services. Under current law, retailers generally pass on all sales taxes
to the consumer.

ABS572 g

Under current law, for purposes of imposing a sales tax, gross receipts include
any addition to the sales price of tangible personal property that is charged to a
customer in lieu of a tip or a gratuity. Under this bill, for purposes of imposing a sales
tax, gross receipts do not include any addition to the sales price of tangible personal
property that is charged to a customer in lieu of a tip or a gratuity.

| ABS572 @

Under current law, the state imposes a use tax on all consumers, at the rate of
5% of the sales price, for the consumption, use or storage of goods in this state that
the consumer purchases from an out-of-state retailer and the consumption or use
of services in this state that the consumer purchases from an out-of-state retailer.

AB572 @

Under current law, for purposes of imposing a use tax, the sales price of tangible
personal property includes any addition to the sales price that is charged to a
customer in lieu of a tip or a gratuity. Under this bill, for purposes of imposing a use
tax, the sales price of tangible personal property does not include any addition to the



sales price of tangible personal property that is charged to a customer in lieu of a tip
or a gratuity.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

Pg2Lnt

Pg2Ln2
Pg2Ln3
Pg2Ln4

Pg2Ln5

Pg2L.né
Pg2Ln7
Pg2Lng
Pg2Ln9

Pg2Ln10

Pg2Ln11
Pg2Ln12
Pg2Ln13

Pg2Ln14

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

AB572,s. 1 2
Section 1. 77.51 (4) (b) 2m. of the statutes is created to read:

AB572, s. 1 - continued

77.51 (4) (b) 2m. Any services that are a part of the sale of tangible personal
property, including any fee, service charge, labor charge or other addition to the price
charged a customer by the retailer that represents or is in lieu of a tip or gratuity.

AB572,s.2 @
Section 2. 77.51 (4) (c) 2. of the statutes is amended to read:

ABS572, 8. 2 - continued

77.51 (4) (¢) 2. -Any For taxes imposed under subch. V, any services that are
a part of the sale of tangible personal property, including any fee, service charge,
labor charge or other addition to the price charged a customer by the retailer which
represents or is in lieu of a tip or gratuity.

ABS572,s.3 g
Section 3. 77.51 (15) (b) 2m. of the statutes is created to read:

AB572, s. 3 - continued

77.51 (15) (b) 2m. Any services that are a part of the sale of tangible personal
property, including any fee, service charge, labor charge or other addition to the price
charged a customer by the retailer that represents or is in lieu of a tip or gratuity.

AB572,s. 4 g
Section 4. 77.51 (15) (c) 1. of the statutes is amended to read:



Pg2Ln15
Pg2L.n16
Pg2Ln17
Pg2Ln18

Pg2Ln19

Pg3Ln1
Pg3Ln2
Pg3Ln3

Pg3Ln4

Pg3Ln5
Pg3Ln6
Pg3Ln7

ABS572, s. 4 - continued

71.51 (15) (c) 1. -Any For taxes imposed under subch. V, any services that are
a part of the sale of tangible personal property, including any fee, service charge,
labor charge or other addition to the price charged a customer by the retailer which
represents or is in lieu of a tip or gratuity.

AB572,s.5 %
Section 5. 77.52 (5m) of the statutes is created to read:

AB572,s. 5 - continued

71.52 (Sm) A retailer shall list separately on a receipt for a service any fee,
service charge, labor charge or other addition to the price of the service charged to
a customer by the retailer that represents or is in lieu of a tip or gratuity.

AB572,s. 6 @
Section 6. Effective date.

ABS572, s. 6 - continued

(1) This act takes effect on the first day of the 2nd month beginning after
publication.

(End)
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Date: January 5, 2000

To:  Assembly Committee on Ways and Means
Representative Michael Lehman, Chairman

From: Kathleen Kilgore, Government Relations Specialist
Wisconsin Restaurant Association

Re:  Support of Assembly Bill 572

A O N PN PN R N s s B O It et e o ot s ot i i o)t it Pt it P it P P Pt P Pttt et

A tip is money a customer voluntarily gives a server for courteous and prompt service. A
service charge, on the other hand, is a required payment. For example, if a menu states
that a 15 percent gratuity will be added to all parties of eight or more, or a catering

- contract states that an 18 percent tip will be added, these are service charges. It doesn’t

" matter if the charge is called a gratuity, service charge or tip, Wisconsin law defines these
required payments as service charges and sales tax must be paid on them. Assembly Bill
572 would make these service charges tax exempt.

This bill does not have a direct economic benefit on restaurants. The real issue here is of
customer satisfaction. Explaining to customers why an involuntary service charge is
taxable and a voluntary tip is tax-exempt is not easy or enjoyable for a restaurateur. It is
difficult for our members to explain why this is, except for “it’s the law.” Some
customers understand, but others range from mildly perturbed to irate. It is this

misunderstanding that leads to a dissatisfied customer, who, most cases, never returns to
the restaurant again.

On behalf of the 7,000 members of the Wisconsin Restaurant Association, I ask for your
support of Assembly Bill 572.

2801 FISH HATCHERY ROAD

MADISON, WI 53713-3197

608/270-9950 800/589-3211 FAX 608/270-9960
PROMOTION  PROTECTION  IMPROVEMENT  SINCE 1933



One East Main Street, Suite 401; P.O. Box 2536; Madison, WI 53701-2536
’ Telephone: (608) 266-1304
Fax: (608) 266-3830
Email: leg.council@legis.state. wi.us

DATE: January 10, 2000

TO: REPRESENTATIVE MICHAEL LEHMAN, CHAIRPERSON, ASSEI\/[BLY‘
: COMMITTEE ON WAYS AND MEANS

FROM: Robert J. Conlin, Senior Staff Attorney

SUBJECT: 1999 Assembly Bill 572 and Assembly Amendment ____ (LRBal126/1),
Relating to the Sales Tax and the Use Tax on Tips and Gratuities

This memorandum provides a brief description of Assembly Amendment _
(LRBal126/1), to 1999 Assembly Bill 572, relating to the sales and use tax on tips and gratui-
ties. The bill was introduced by Representative Sinicki and others; cosponsored by Senator
Grobschmidt and others. The Assembly Committee on Ways and Means held a public hearing

on the bill on January 5, 2000. The committee has scheduled an executive session on the bill for
Wednesday, January 12, 2000.

A. THE BILL

The bill provides that the term “gross receipts,” for purposes of calculating the state sales
and use tax, does not include any services that are a part of the sale of tangible personal property,
including a fee, service charge, labor charge or other addition to the price charged a customer by
the retailer that represents or is in lieu of a tip or gratuity. However, under the bill these
services, including the fees or charges that represent or are in lieu of tips or gratuities would still
be included in “gross receipts” for purposes of imposing county and stadium park district sales
and use taxes. Finally, the bill provides that a retailer must list separately on a receipt for a
service any fee, service charge, labor charge or other addition to the price of the service charged
to a customer by the retailer that represents or is in lieu of a tip or gratuity.

B. ASSEMBLY AMENDMENT — (LRBal126/1)

The proposed amendment makes the following two changes to the bill:



1. The amendment limits the scope of the bill so that instead of applying to any
services that are part of the sale of tangible personal property, the bill applies only to services
that are part of the sale of meals, food or beverages.

2. The amendment provides that, in addition to being excluded from “gross receipts”
for purposes of state sales and use taxes, the sale of such services are also excluded from “gross
receipts” for purposes of county and stadium park district sales and use taxes.

The amendment does not modify the bill’s requirement that a retailer separately list fees -
or charges charged to a customer that represents or is in lieu of a tip or gratuity.

If you have any questions on this matter, please feel free to contact me at the Legislative
Council Staff offices.

RIC:rv:ksm;tlu



: Wisconsin
¢v*  State

i Assembly
S darca ]

January 12, 2000

Rep. Michael Lehman, Chairman

Committee on Ways & Means
State Capitol

Dear Mr. Chairman:

Christine Sinicki
State Representative

Rep. Sinicki intended to attend this morning’s executive session on AB 572;
unfortunately, she has come down with the flu.

She asked that I attend to answer any questions the committee may have, if necessary.

Sincerely,

" Janet Koloen

Office of State Representative Christine Sinicki

20th Assembly District

CS:jan

DisTRICT: 3132 8. INDIANA, MILWAUKEE, WI 53207 o (414) 481-7667
412 NorTH, StaTE CAPITOL, P.O. BOX 8953, MADISON, WI 53708 * (608) 266-8588 ¢ Fax: (608) 282-3620
TOLL-FREE: 1-888-534-0020 * EMAIL; REP.SINIGKI®LEGIS, STATE. WLUS

PRINTED ON RECYCLED PAPER



AB 572: Sales & Use Tax on Tips & Gratuities

Date: March 30%, 2000
BACKGROUND

Under current law, the state imposes a sales tax of 5% of the gross receipts for the sale, lease or rental of

tangible personal property and the sale of services. Gross receipts include any addition to the sales price that is
charged to a customer in lieu of a tip or gratuity.

SUMMARY OF AB 572 (AS AMENDED BY COMMITTEE)

Under AB 572, for purposes of calculating the state sales and use tax, any services that are a part of the
sale of meals, food or beverages that represents or is in lieu of a tip or gratuity, shall not be included. Also,

these services are not to be included in “gross receipts” for purposes of imposing county and stadium park
district sales and use taxes.

AMENDMENTS

Assembly Amendment 1 made two changes to AB 572.

1) The amendment limited the scope of the bill to apply only to services that are a part of the
sale of meals, food or beverages.

2) The amendment excludes the services from county and stadium park district sales and use
taxes.

Assembly Amendment 2 (adopted by JFC 3-28-2000) further specifies that the bill is limited in scope
only to services that are a part of the sale of meals, food or beverages and that those non-taxable charges are to
be specifically indicated as such on the receipts.

Assembly Amendment 3 (adopted by JFC 3-28-2000) changes the effective date of the legislation to
July 1, 2001.

FISCAL EFFECT
A fiscal estimate prepared by the Department of Revenue indicates that the Department is unable to
provide a concrete number for the fiscal impact. However, based on the information provided, the Department
estimates that the loss of revenue to the state would be approximately $2 million annually.
The loss of revenue to the Southeast Baseball Park District would be approximately $125,000 annually.

PROS

The bill removes involuntary food and beverage gratuities from the sales tax. Such gratuities are already
subject to the income tax. Under this bill, all tips and gratuities and service charges in lieu of a tip or gratuity
are treated equally.



March 30%, 2000
AB 572, page 2

CONS

1) The approximate $2 million fiscal impact.
2) Also, the DOR indicates that some administration difficulties may exist with certain portions of
receipts being excluded from the sales and uses tax.

SUPPORTERS
Rep. Christine Sinicki, author; Sen. Richard Grobschmidt, lead co-sponsor; WI Restaurant Association.

OPPOSITION

WI Counties Association.
HISTORY

Assembly Bill 572 was introduced on November 11, 1999, and referred to the Assembly Committee on
Ways and Means. A public hearing was held on January 5, 2000. On January 12, 2000, the Committee voted
14-0 [Reps. Jeskewitz and Meyerhofer absent] to recommend passage of AB 572 as amended. On January 19,
2000, AB 572 was referred to the Joint Committee on Finance. On March 28, 2000, the Commiittee voted 16-0 to
recommend passage of AB 572 as amended.

CONTACT: Andrew Nowlan, Office of Rep. Michael Lehman



