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In February, a coalition formed to raise the minimum wage in Michigan filed their 

petition language with the Secretary of State. The petition not only raises the 

minimum wage to $10.10 over the next three years, it completely eliminates the tip 

credit in Michigan and then indexes that wage to inflation going forward. They now 

have until May 28 to collect 258,088 signatures in order for the petition to appear 

on the November ballot. 

 

Under their proposal, the minimum wage would be raised from the current $7.40 to 

$8.10 in January 2015, to $9.10 in January 2016, and to $10.10 in January 2017. 

Then, starting in 2018, it would be indexed to the rate of inflation every year. 

The tip credit language is more complicated. It would increase the tipped minimum 

wage from the current $2.65 by 85 cents each year until it has caught up with the 

minimum wage, at which point the tip credit would be permanently eliminated.    

This is a huge concern for every restaurant owner in Michigan.  The President of the 

United States and many Democratic Party factions are pushing this issue.  Ten states 

raised their minimum wage in 2013 and another 13 are projected to do so in 2014. 

Michigan has a Republican Governor and the legislature is dominated by 

Republicans but they must hear from all of us.  Call Lansing and tell your 

representative how a raise in the minimum wage and especially the elimination of 

the tip credit will affect your business. 

The proposal will likely get enough signatures to get on the November 2014 ballot.  

If it does, it will be up to the voters.  This is why we need to support the Michigan 

Restaurant Association, the MLBA and our other associations to put out ads and 

publicity to give our side of the story. 

MICHIGAN'S MINIMUM WAGE 

“Make no mistake, this government mandated wage hike that completely 

eliminates the tipped minimum wage will not only increase menu prices 

and cost Michigan jobs – it will put many restaurants out of business.”   

– Michigan Restaurant Association President & CEO Brian DeBano 

Job Killing Proposal to Increase Michigan’s Minimum Wage  &  

Eliminate the Tip Credit 
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NOT PAYING OVERTIME CAN BE 

COSTLY 

Have you seen the signs on the expressway?   

“Not being paid overtime?  Report your boss - 

ANONYMOUSLY.” 

The Federal Labor Board has expanded its audit 

staffing and is actively looking for businesses to audit. 

If you are called in on a Federal Labor Board audit, it 

is almost always a result of an anonymous tip from a 

disgruntled employee. Once you are notified of a 

labor audit, the labor board auditor will look at all 

areas of non-compliance including; if you are paying 

minimum wage, child labor rules, and overtime pay. 

Overtime pay is the biggest area of scrutiny now due 

to widespread misclassification of managers.  All 

restaurant employees are subject to overtime except 

for managers. Naturally, a restaurant owner would 

like to classify as many workers as possible as 

managers. 

The problem is the definition of a manager.    

For restaurants, to qualify an employee as exempt 

from overtime the person must meet the following 

criteria: 

They must earn at least $455 per week. 

The employee’s primary duty must be 

management of the restaurant or some subdivision 

of the restaurant such as the bar or kitchen. 

The employee must regularly direct the work of at 

least two or more full-time employees. 

The employee must have the authority to hire or 

fire or provide hiring and firing recommendations. 

An administrative exemption is provided for 

employees whose primary duty is performing 

office or other non-manual work that is related to 

management of the restaurant.  The employee 

must also have the ability to evaluate and make 

decisions on significant matters without direct 

supervision and oversight.  

The employee must be managing as their primary 

duty.  Regulations suggest that an employee who 

spends more than 50 percent of his or her time on 

non-management duties may lose their exempt 

status.  In some cases, though, if a manager 

decides to help on the floor or in the kitchen while 

still performing management duties, he or she 

would not lose the exempt status. 

Generally speaking a manager exempt from overtime 

rules must basically have the authority to run the 

restaurant and make owner-type decisions while they 

are working.  Assistant managers may be exempt if 

they exercise executive decision-making control of an 

area or subdivision of the restaurant.    

Getting caught or making a mistake regarding 

classifying exempt employees can be costly.  Lawsuits 

by employees cost them nothing and employees can 

recover up to three years of unpaid wages.  If groups of 

employees are involved, settlements can run in the 

tens of thousands of dollars.  

At a recent seminar on taxes, the IRS announced 
they cannot increase revenue any more from regular 
tax collections and therefore will have to do it by 
means of increasing penalties. 

Elimination of tip credit and increase in minimum 

wage equals: 

Lay-offs of the most vulnerable workers in our 
society 

Reduced service as restaurant owners try to keep 
labor cost down 

Increased restaurant prices from the small hot 
dog stand to the high end restaurant 

Restaurants going out of business 

The elimination of entry level jobs 

A total change of how restaurants serve you 

Restaurant meals being priced totally out of the 
reach of many people 

30% increase in fast food prices. 
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On February 10, the federal government 

announced yet another delay in Obamacare (the 

ACA) rules for employers.   

The government will now delay until January 1, 

2016 the mandate that companies provide 

insurance for its full time employees or pay a 

penalty -- but only for companies employing 

between 50 and 100 full time equivalent workers. 

Companies with 100 or 

more full time 

equivalent employees 

must still meet the 

January 1, 2015 

deadline. 

It is important to remember that if you own more 

than one business, under the Obamacare rules, you 

must combine your businesses for purposes of 

determining how many full time equivalent 

employees you have.  The rules for combining 

businesses are complex.  Kallas Restaurant 

Accounting is currently providing an ACA service 

that will determine which businesses you must 

combine and how to calculate your full time 

equivalent employees. 

For those restaurants who are at 100 employees or 

more, Kallas will be scheduling meetings soon to 

devise strategies to comply with the Obamacare 

mandate.  If you are under 100 employees and 

signed the ACA agreement, we have already 

informed you that your obligation has been delayed 

but we will continue to monitor your employee 

count to make sure you do not run afoul of the 

rules. 

If you have already signed the Obamacare 

agreement with Kallas then you are covered.  If you 

have not signed the agreement and returned it to 

Kallas, call Dawn J to get another agreement.  The 

initial cost is minimal and if you are liable, you 

need to know. 

If you have not signed 
the ACA agreement and 
returned it to Kallas, 
call Dawn J to get 

another agreement.   

UPDATE ON OBAMACARE 
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Obamacare—To insure the uninsured we first 

make the insured uninsured and then make 

them pay more to be insured again so the 

original uninsured can be insured for free. 

THANK YOU FOR ALLOWING US TO 

PREPARE YOUR TAXES 

Another tax season is over and Kallas thanks you for 

another year of your trust and confidence in our 

service.  We study year round and prepare ourselves 

to improve the service each year to give you the 

easiest experience complying with the dreaded tax 

law. 

As we prepare returns from January through April, 

we make notes as to ideas or issues that will help you 

with your taxes in future years.  If we see something, 

we will call you after tax season to discuss.  Also, any 

questions you have during the year regarding buying, 

selling, deductions, planning or other tax questions, 

please do not hesitate to call.  That is what we are 

here for. 

We are especially grateful for the many new clients 

you sent us this year.  Whenever we get a referral 

from you, we give them special attention.  And our 

expertise in small business matters and the 

restaurant industry gives you and your referrals 

excellent representation at modest prices. 

We are always glad to hear from you.  If you have 

any suggestions on how we can improve our tax 

service let us know. 



Calendar for June, July, August 2014 

645 Griswold, Ste 1500, Detroit, MI 48226 

(313) 962-6000     www.KallasCompany.com 

June 15 

Individuals outside the U.S.: File 
2013 Form 1040.  

Individuals: Pay the second 
installment of estimated tax for 
2014.  

Corporations: Deposit the second 
installment of your 2014 estimated 
tax.  

Corporations: Taxes due for March 
year end corporations. 

Corporations: Estimated Taxes due 
for corporations with fiscal year 
ending March, June, October or 
December. 

June 20 

Michigan Sales, Use and MBT 
estimates due. 

July 4 

Kallas  Restaurant Accounting 
closed for Independence Day 

July 15 

Corporations: Taxes due for 
April year end corporations. 

Corporations: Estimated Taxes 
due for corporations with fiscal 
year ending January, April, July 
or November. 

July 20 

Michigan Sales, Use and MBT 
estimates due. 

July 25 

UIA form 1020 due for 2nd 
Quarter. 

July 31 

Deposit FUTA owed through 
June if more than $500.  

File Form 941 for the second 
quarter of 2014.  

August 10 

File Form 941 for the second 
quarter of 2014 if you timely 
deposited all required payments. 

August 15 

Corporations: Taxes due for May 
year end corporations. 

Corporations: Estimated Taxes due 
for corporations with fiscal year 
ending February, May, August or 
December. 

August 20 

Michigan Sales, Use and MBT 
estimates due. 
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The Affordable Care Act (ACA or Obamacare) requires 

medical insurance coverage to provide several new 

benefits and include a variety of standards some of which 

have already been implemented such as children may 

remain on their parents’ insurance until age 26, there can 

be no maximum to the amount of benefit paid and no one 

can be refused medical insurance because of a pre-existing 

condition. Although these and other requirements raise 

the cost of medical insurance to some extent, they were 

fairly easily absorbed by the medical insurance system. 

However, the ACA also specifies 10 benefits that must be 

included in all health insurance plans beginning January 

1, 2014. Providing these 10 essential benefits is resulting in 

significant policy changes and higher premiums. 

Including group medical plans, few existing health plans 

meet the new ACA essential health benefits standards. The 

first people to be affected are those who maintain 

individual medical plans virtually none of which provide 

all 10 of these essential coverages. Primarily young people, 

if they have medical coverage at all, purchase individual 

plans that cover only catastrophic medical situations and 

rely on their generally good health to keep them out of 

doctors’ offices and away from prescription drugs. These 

individual policies are relatively cheap. Because these 

limited policies cannot exist in the future, insurance 

carriers are canceling these policies and replacing them 

with plans that cover the ACA’s essential benefits. These 

replacement policies generally result in much higher 

premiums. 

The 10 essential benefits specified by the ACA are the 

following: 

1. Ambulatory Patient Services. This is care a 

person receives without being admitted to a hospital 

such as medical service at a same-day surgery center. 

2. Emergency Services. These services are for 

conditions which if not immediately treated could lead 

to a more serious condition. 

3. Hospitalization. Hospitalization is care you receive 

as a patient in a hospital including room and board 

and medical care. 

By Thomas L. Boyer  

4. Maternity and Newborn Care. This is care 

provided to women during pregnancy and to care for 

newly born children. 

5. Mental Health and Substance Use Disorder 

Services Including Behavioral Treatment. This care 

includes the evaluation, diagnosis and treatment of 

mental health and substance abuse. 

6. Prescription Drugs. These are drugs prescribed by a 

doctor to treat an acute illness or an ongoing 

condition. 

7. Rehabilitative and Habilitative Services and 

Devices. These services cover prosthetics and other 

devices and physical rehabilitation. 

8. Laboratory Services. This is the testing of blood, 

tissues, urine, etc. from a patient to assist in the 

diagnosis and treatment of a medical condition. 

9. Preventive and Wellness Services and Chronic 

Disease Management. Preventive or wellness 

services include physicals, screenings and 

immunizations such as mammograms and PSA 

testing. 

10. Pediatric Services Including Oral and Vision 

Care. These are the other 9 essential benefits applied 

to children.  

Pediatric services, especially dental and optical care are 

rarely covered by medical plans without riders or separate 

dental coverage. Prenatal, delivery and postnatal health 

care and inpatient and outpatient substance abuse services 

are not covered by many medical plans. Only under the 

rarest of circumstances would individual insurance plans 

cover pediatric, maternity or substance abuse services. 

The purpose of this article is not to argue for or against 

whether it should be mandated that these 10 essential 

health benefits be included in every medical policy. My 

purpose in preparing this article is to explain, at least to 

some extent, why there is a controversy concerning the 

cancellation of the insurance plans and the replacement of 

those plans with more expensive coverage. The ACA is 

extensive, complicated, and changing. It is very difficult to 

understand all or even most of the aspects of the 

legislation.  

For further information regarding these matters, please 

contact Mr. Boyer at 248.740.5666 or t.boyer@kkue.com. 

Used with permission. Law offices of Kemp, Klein, 

Umphery, Endelman & May, P.C. 

WHAT’S ALL OF THE FUSS ABOUT? 
WHY PEOPLE ARE LOSING HEALTH CARE 

COVERAGE. 
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“The tax code is now 10 times the size of the Bible, 
but with none of the good news.” 
Dave Camp, Congressman from Michigan and 

Chairman of the House Committee on Ways and 
Means. 

BEWARE MEDICAID TRAP 

Medicaid is a government sponsored insurance pro-

gram for persons of all ages whose income and re-

sources are insufficient to pay for health care. 

The ACA (also known as Obamacare) significantly 

expanded both eligibility for and federal funding of 

Medicaid to states that agreed with the expansion.  

Starting April 1, 2014, Michigan has expanded its 

Medicaid coverage through a plan called The Healthy 

Michigan Program. 

According to the news reports, millions of Americans 

are entering the expanded Medicaid program. 

Many people entering the program are not aware of a 

trap written into the law. 

For Medicaid recipients between the ages of 55 and 

64, a law allows states to recover the cost of health 

care by seizing any of their remaining assets after 

their death.   

A lot of money is at stake.  In 2004 for instance, Cali-

fornia collected $44.6 million through estate recov-

ery.  It’s a number that is certain to rise dramatically.   

“I think that people are maybe in for a shock when 

they find out their heirs are going to be paying for 

their care, because they got into a system under false 

pretenses,” said Dr. Jane Orient of the  Association of 

American Physicians and Surgeons, a group opposed 

to the ACA.   

“Insiders Report” is intended as an informational tool for Restaurant 

and Bar owners. “Insiders Report” is a quick source for new and 

changing tax laws, legislation and practical management strategies 

the restaurant and bar owner need in today’s highly competitive 

food and beverage service industry. 

“Insiders Report” is published quarterly by Kallas Publishing, Inc as 

a free service to Kallas Restaurant Accounting clients. 

For information or subscription rates, contact: 

 Kallas Publishing, Inc 

 645 Griswold St., Ste 1500 

 Detroit, MI 48226 

 (313) 962-6000 
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WARNING FOR S 

CORPORATIONS AND LLC’S 

A new penalty for late filed S Corporations and 

partnership LLC’s was created starting with the 

2009 tax year and continues to present. 

I use this newsletter to remind taxpayers about this 

penalty because the penalty is severe.  $195 per 

shareholder or partner per month up to a maximum 

12 months.  So, as an example, if you have a two 

person LLC or S corporation and you file 2 months 

late the penalty would be $780.  If you filed 12 

months late, the penalty would be $4,680. 

If an extension is filed, a partnership LLC is due 

October 15 of each year and an S Corporation is due 

September 15 of each year. 

The above penalty includes inactive S Corporations 

and LLC’s.  So as long as you have a federal 

identification number (FID#) then you must file a 

return even if you do not engage in any business. 

There are “causes” allowed for waiving the penalty 

but the rules are sometimes difficult and require 

expert correspondence with the IRS.  The best thing 

to do is know whenever you create a partnership or 

S Corporation by filing for a federal ID #, remember 

you must file a return even if you do not open or 

have any business during the year.  

To avoid this penalty:  

1. Make sure your information is sent timely to your 

tax preparer.  

2. Confirm with your tax preparer that a 

preventative extension has been filed each year.  

3. Confirm that the IRS has received your S Corp or 

Partnership LLC before the due date each year.  

4. Make sure your tax preparer is aware of any 

inactive S Corps or Partnership LLC’s you may own.  

ANOTHER TAX TRAP YOU HAVE TO AVOID 


