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1986 MINIMUM WAGE AND PAYROLL TAX INFORMATION

CH&MA Members are reminded that no increase in minimum wage is expected
at either the state or federal levels for 1986. The minimum wage remains at
$3.35 per hour, California law prohibits the taking of a "tip credit” against the
minimum wage. Employers may, however, use a meal or iodging credii against
the minimum wage provided there is a voluntary written agreement between
employer and employee. Current maximum meal credit values are $1.20 for
breakfast, $1.65 for lunch and $2.20 for dinner. Lodging credit maximums are
$16.00 per week for a room occupied alone, $13.00_per week for a room shared,
two-thirds of the ordinary rental value of an apartment, but not more than $190.00
or $280.00 when a couple are both employed by the employer. Deductions may
not be made for meals not received or for lodging not used.

Meals used as a credit against the minimum wage are subject to California State
sales tax. Meals purchased by employees are also subject to sales tax.

Meals and lodging provided employees at no charge must have an assigned value
for state Unemployment Insurance (UI) and Disability Income (SDI) tax purposes,
Effective January 1, 1986 taxable values for free meal and lodging are:

MEALS

Three meals per day...ccceeeenenss $4.90
Individual meals:
Breakfast.ierieciniesiieonanascs 21,058
Lianichssivevsssvansussmsasssaminsvsvess $1.50
Dinnercsvsvsisssssiisssnsasssesssses $2.35
A meal not identified as either
breakfast, lunch or dinner........ $1.70

LODGING - $465 per month maximum; $15.05 per week minimum.

NOTE: When higher meals or lodging values are used as part of the minimum
wage, or higher bona fide values are stipulated in a union contract, those values
must be used for tax purposes.



For federal tax purposes, if meals and lodging are provided for the convenience of the employer
and on the employer's premises, the values are not subject to federal income tax, FICA or FUTA
taxes. They are subject to state IU and SDI taxes.

An employer need not use the same meal or lodging values for all employees; values may differ.

Reported tips are subject to all employee payroll taxes, both state and federal.

Effective January 1, 1986 the FICA (Social Security) tax rate increased to 7.15% for both employers
and employees. The maximum amount of earnings subject to the tax increased to $42,000.

State Unemployment Compensation Disability (SDI) tax rate increased, effective January 1, 1986
to 0.9%. The taxable wage base will remain at $21,900.

Federal Unemployment Tax (FUTA) remains at 0.8% and the taxable wage base remains at $7,000.

Employers will be notified of their individual state unemployment insurance rate by the Employment
Development Department in February of this year. The SUI taxable wge base will remain at $7,000.

EMPLOYMENT TAX COMPENSATION SUBJECT TO TAX
Employees' State and Federal Cash wage and all reported tips.
Income Tax Withholding.
Employees' SDI (State Disability Cash wage, free meals (including meal credit) and all
Insurance). reported tips.

Employees' FICA (Social Security) Cash wage and reported tips.
Employers' FICA (Social Security) Cash wage and all reported tips.

Employers' SUI (State Unemploy- Cash wage, reported tips, free meals (including meal credit).
ment Insurance).

Employers' FUTA (Federal Cash wage and reported tips.
Unemployment Insurance.
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