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Critical Notice - Qualified Tip and Overtime Tax Refunds Under the One Big
Beautiful Bill Act

While assisting with PBS Year End updates recently, we’ve seen how many payroll
administrators are either unclear about what these recent changes mean, or assume they need
to manually calculate, enter, and disseminate this critical information to their employees.

The OBBBA has made millions of employees eligible for refunds of their Federal Withholding
Tax (FWT) from qualified tips and overtime, retroactive to January 1%, 2025

Tips

As long as you have used the Earnings Type classification of “Tips”, PBS Payroll can
accumulate that amount for the entire year. The IRS has designated the W-2 code of 12TP for
these.
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Overtime

The software captures overtime earnings totals and calculates the portion exceeding the
employee’s regular rate - typically the "half" portion of "time-and-a-half". The IRS has
designated the W-2 code of 12TT for these.

Harvesting the data automatically

Here is the Year End>>Enter W-2 information screen. There are new boxes for 12TA, 12TP, and
12TT. You may enter data manually, but PBS has made the process even easier for you. By
pressing the <F5> key once, the software will generate records for all of your employees with
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earnings for the year, and harvest tips/OT automatically! You do not need to do any manual
calculations or data entry.
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There are also options to generate an importable Excel template, prepopulated with the active
employees and headers for all W-2 boxes 8 through 14.

It gets even better

After passing the OBBBA in July, the IRS did not have time to change the 2025 W-2 forms or the
EFW?2 electronic filing specifications. The intended Box 12 may not be used to report the tips
and overtime earnings. Instead, they have given employers two options.

1. Provide separate statements to all affected employees with their tip/OT earnings.
2. For TY 2025 only, enter the 12TP tips/12TT overtime earnings in Box 14.

Passport has enhanced the software using option 2. Tip and OT data will automatically go into
Box 14, but there is one thing you need to do—educate your employees on what these amounts
mean and their importance if they want a bigger refund.

We recommend distributing an identical notice to all employees, attached to their W-2.
Example:

"If you have an amount labeled 12TP (tips) or 12TT (overtime) in Box 14 of your W-2, you may
be eligible to claim a deduction for those amounts on your personal federal income tax return.
This could result in a larger refund—typically 22%. There may be limitations based on income
and filing status.”
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Those maximums and phase-outs are handled on the 1040 tax return side. As an employer,
you don’t need to be concerned about those.

Your employees are counting on you to provide the correct information to help them claim the
deductions they are entitled to, and Passport has made it as easy as one keystroke for you to
do so. Please, if you have any questions or need help getting the most out of your PBS Payroll
software, contact your Passport Partner or Passport Software Inc.

For more information, employees should consult official IRS guidance, such as IRS Notice
2025-69 or the IRS One Big Beautiful Bill provisions page.
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https://www.irs.gov/pub/irs-drop/n-25-69.pdf
https://www.irs.gov/newsroom/one-big-beautiful-bill-provisions

