No-tax-on-tips savings calculator

How much federal income tax does the new “no tax on tips" deduction save me?

How it works

1. Add up the year's qualified tips: voluntary tips you report, not service fees.

2. The deduction is up to $25,000 of tips a year (tax years 2025-2028). It can't be more than the profit from the work
that earned the tips, and it shrinks by $100 for every $1,000 of income over $150,000 ($300,000 married filing
jointly).

3. Work out federal income tax with and without the deduction, using 2026 brackets, the standard deduction and the
20% business income deduction. The difference is the saving.

4. Self-employment tax (15.3%) still applies to tips, and many states still tax them.

Worked example

A single driver with $12,000 in tips and $38,000 of other gig profit deducts all $12,000 of
tips. Federal income tax drops from about $2,667 to $1,515: a saving of about $1,152. Self-
employment tax of about $7,065 is unchanged.

2026 figures used
FIGURE 2026 SOURCE
Tips deduction cap $25,000 a year, 2025-2028 Federal Register: final rules on qualified tips
Phase-out $150,000 single / $300,000 joint Federal Register: final rules on gualified tips
Standard deduction (single) $16,100 IRS 2026 inflation adjustments
Self-employment tax 15.3% IRS: self-employment tax

Try it with your own numbers
nettakehome.com/gig/#gigtax

Free, no signup. Scan the code or type the address.

For planning, not tax advice. Check with a tax professional for your situation. Figures as
of October 2026; updated each January. Source list: nettakehome.com/guides/2026-tax-

numbers/


https://www.federalregister.gov/documents/2026/04/13/2026-07104/occupations-that-customarily-and-regularly-received-tips-definition-of-qualified-tips
https://www.federalregister.gov/documents/2026/04/13/2026-07104/occupations-that-customarily-and-regularly-received-tips-definition-of-qualified-tips
https://www.irs.gov/newsroom/irs-releases-tax-inflation-adjustments-for-tax-year-2026-including-amendments-from-the-one-big-beautiful-bill
https://www.irs.gov/businesses/small-businesses-self-employed/self-employment-tax-social-security-and-medicare-taxes

