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SUBJECT:  Compensation:  gratuities
SUMMARY:  Prohibits an employer or agent from prohibiting, or implementing a policy to prohibit, an employee of a restaurant from receiving any gratuity that is paid, given to, or left for an employee by a patron.  
EXISTING LAW:  
1) Prohibits an employer or agent from collecting, taking, or receiving any gratuity or a part thereof that is paid to an employee by a patron, or from deducting from wages due to an employee any gratuity paid to an employee by a patron. Labor Code § 351.
2) Requires employers to keep accurate records of all gratuities received by the employer, and make those records available to the Department of Industrial Relations for inspection. Labor Code § 353.
3) Provides that any employer that violates the requirements above is guilty of a misdemeanor.  Labor Code § 354.
FISCAL EFFECT:  Unknown
COMMENTS:  Unlike on the federal level and in most other states, where there is a subminimum wage for tipped employees, California employers are required to pay tipped workers the state's minimum wage. This means that all restaurant employees should be making at least the $16 state minimum wage, and that employees at restaurants that allow tipping can add on top of their hourly wage with tips. However, many establishments, including many fast food restaurants, have implemented policies prohibiting tipping of employees. 
According to the author, “Tipping has become commonplace throughout much of the food service industry, but there are still some restaurants that maintain policies to prevent their employees from accepting gratuities.  Tips are an important source of supplemental income for food service employees, especially for employees earning minimum wage, and policies to prevent tipping are excluding these employees from earning this valuable supplemental income.  Food prep and service workers are most likely to earn the minimum wage.  Nearly 9% of hourly food preparation and service workers earn minimum wage or less, the highest of any occupation type.  Unfortunately, restaurant workers are much more likely than other workers to be poor or near-poor.  One in six restaurant workers live below the official poverty line. AB 3143 prevents an employer from prohibiting, or implementing a policy to prohibit, an employee of a restaurant from receiving any gratuity that is paid, given to, or left for an employee by a patron. By allowing for tipping in all restaurants, AB 3143 takes an important step toward closing the wage gap experienced by underserved and marginalized communities, who are disproportionately represented in these low-wage jobs in the food service industry.”
The author adds that “AB 3143 will promote equity solutions and maximize benefits for underserved and marginalized communities by allowing for tipping in all restaurants, thereby helping to close the wage gap experienced by underserved and marginalized communities, who are disproportionately represented in these low-wage jobs in the food service industry.”
Committee Comments
This bill seems to target fast food establishments, as most other restaurants already allow tipping. Recent legislation such as AB 1228 (Holden) of 2023 and AB 610 (Holden) of 2024 make changes to the minimum wage for certain fast food employees and create a Fast Food Council to establish fast food restaurant minimum standards on wages, and develop fast food restaurant minimum standards on working hours, and other health and safety conditions for fast food restaurant employees. This bill’s ban on employers prohibiting tips would be in addition to these changes, but would not otherwise interfere with the work of the Fast Food Council.
Arguments in Support
None on file.
Arguments in Opposition
None on file.
Prior Legislation
AB 1003 (Gonzalez) Chapter 325, Statutes of 2021 made the intentional theft of wages, including gratuities, in an amount greater than $950 from any one employee, or $2,350 in the aggregate from two or more employees, by an employer in any consecutive 12-month period, punishable as grand theft.
AB 1099 (Gonzalez) of 2017 would have required entities, as specified, which permit a patron to pay for services performed by a worker by debit or credit card, to also accept a debit or credit card for payment of gratuity. This bill died in Senate Labor and Industrial Relations Committee. 
SB 896 (Nguyen) of 2016 would have required an establishment offering nail care services, if it accepts a debit or credit card as payment for nail care services, to also accept a debit or credit card for payment of a tip or gratuity. This bill was vetoed by Governor Brown.
AB 2509 (Steinberg) Chapter 876, Statutes of 2000, removed an exception that allowed employers to receive or deduct gratuities intended for employees from wages otherwise payable, if those employees had a guaranteed wage or salary that is at least the higher of the federal or state minimum wage. The law also required employers to remit to their employees gratuities paid by credit card, without deduction for credit card fees, not later than the next regular payday following the date the credit card payment is authorized by the patron.
REGISTERED SUPPORT / OPPOSITION:
Support
None on file.
Opposition
None on file.
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