Section 45B.—Credit for Portion of
Employer Social Security Taxes
Paid With Respect To Employee
Cash Tips

26 CFR 1.45B-T: Credit for certain employer
socid securily taxes paid with respet to employee
tips (Temporary).

T.D. 8699

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Credit for Employer Social Security
Taxes Paid on Employee Tips

AGENCY: Internd Revene Servie
(IRS), Treasuy.

ACTION: Remova of temporay regula-
tions.

SUMMARY: This documeh removes
the temporay regulatiors pertainirg to
the credi for employe FICA taxes paid
with respet to certan tips receival by
employes of food or beverag estab-
lishments The temporay regulations
were publishel in the Federd Register
on Decembe 23, 1993 Statutoy
changs made by the Smal Business
Jdb Protectiom Act of 199 hawe made
thee temporay regulatiors obsolete.

EFFECTIVE DATE: The removd of the
temporay regulatiors is effective Janu-
ary 1, 1994.

FOR FURTHER INFORMATION CON-
TACT: Jean M. Casg a (202 622-
6060 (nat a toll-free number).

SUPPLEMENARY INFORMATION:

Backgound

On Decembe 23, 1993 the IRS pub-
lished temporay regulatiors (T.D. 8503
[1994-1 C.B. 17])(58 FR 68033 under
sectim 45B of the Internd Revenue
Coce of 198 (Code) Amendments
mack by sectiom 1112(g of the Small
Busines Jdb Protectim Act of 1996
(Public Law 104-188 rende the tempo-
rary regulatiors obsolete Therefore
temporay regulation § 1.45B-1T is be-
ing removed.

On Decembe 23, 1993 the IRS also
issual a notice of proposé rulemaking
(EE-71-3 [19941 C.B. 784])(38 FR
6809) unde sectin 45B of the Code.
This notice of proposeé rulemakirg is

being withdrawn in a separat docu-
ment.

Explanation of Provisions

Sectim 45B of the Coce describs a
busines tax credt allowabk unde sec-
tion 38 for food ard beverag establish-
ments The credt is equad to the em-
ployer’s Federd Insurane Contributions
Act (FICA) obligation attributabé to
certah employe tips. The credi is
reduced howeve, if the nontip wages
paid to an employe during a month are
less than the amount tha would have
been payabé to the employe at the
federd minimum wage rate The tempo-
rary regulatiors provide that this credit
is availabke only for employe FICA
taxes paid after Decembe 31, 1993,
with respect to tips receiveal for services
performal after Decembe 31, 1993.
The temporay regulatiors also provide
that the credt applies only to taxes paid
on tips tha are reportel to the employer
by its employees.

Section 1112(39 of the Smal Business
Jdb Protectim Act of 19% amended
Coce sectiom 45B to provide tha the
credt is availabk for employe FICA
taxes paid after Decembe 31, 1993,
regardles of when the services with
respet to which the tips are received
were performed Sectim 1112(8 also
provides tha the credi is available
whethe or nat the tips on which the
employe FICA taxes were paid were
reportal to the employe by the em-
ployee Thes provisiors are effective as
if included in the legislation under
which sectim 45B was originally en-
acted and thus rende the temporary
regulatiors obsolete.

Drafting Information

The principd autho of thes regula-
tions is Jean M. Casg of the Office of
the Associae Chief Counsé (Employee
Benefis and Exemp Organizations),
IRS. Howeve, othe personnkfrom the
IRS and Treasuy Departmeh partici-
patel in their development.
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Remové of Temporay Regulations
PART 1—INCOME TAXES

Paragrap 1. The authori citation for
pat 1 continues to read in pat as
follows:

Authority: 26 U.S.C 780 * * *

§ 1.45B-T [Removed]
Pa. 2. Section 1.45B-T is removed.

Margard¢ Milner Richardson,
Commissioneof Internd Revenue.

Approved Decembe 11, 1996.

Donald C. Lubick,
Acting Assistamh Secetary
of the Treasuy.

(Filed by the Office of the Feder& Registe on
Decembe 19, 1996 8:45 a.m, ard publishe& in
the isste of the Federa Registe for Decembe 20,
1996 61 F.R. 67212)




