ra- Tax Court decisions iBoyd Gaming
the Corp. v. Commissione 106 T.C. No. 19
(1996), andBoyd Gaming Corpv. Com-
missione, 72 T.C.M. (RIA) 2912 (Sep-

nce tember 30, 1997), appeal pending (9t
age Cir.). Even though thTax Court opin-
r- ions addressed some of the issues rela
to employee meals, other important issu
the @ may remain unresolved and thus crea
ving uncertainty for taxpayersThe settlement
ISt, offer is intended to help taxpayers remov

that uncertainty for periods through De
cember 31, 1998 The IRS also issued
draft training materials relating to em:

ra- ployee meals (®Announcement 98-77).
1c- For some taxpayers, a recent statuto
ling change may also resolve uncertainty th
ter has arisen in the wake of tB®yd Gam-

ing decisions. Section 5002 of the Inter
nal Revenue Service Restructuring ar
Refom Act of 1998,PL. 105-206, added
: section119(b)(4) to the Internal Revenue
Code. Sectior19(b)(4) provides that all
di- meals furnished on the business premis
of an employer to an emplays employ-
ees are treated as furnished for the con
nience of the employer — and therefor
are excludable from the employsén-
come — if more than half of the employ
ees to whom the meals are furnished
the premises are furnished the meals f
the convenience of the emplaye
The Service recognizes that new se
tion 119(b)(4) may resolve these issue
for some hospitality industry taxpayers
howeve, industry taxpayers whose issue
are not resolved by the amendment to se
tion 119 may wish to take advantage o
omnnouncement 9878 the settlement initiqti\_/(_e. _
The settlement initiative resolves th
The Internal Revenue Service anfollowing issues:
nounces today a settlement initiative under (1) for the taxpaye the deductibility of
1er§'hiCh hospitality industry taxpayers mayexpenses for employee meals provided
resolve certain income and employmerdn employeoperated, on-premises eatin
ni_ta{x issues covering periods through Defacility;
cember 31, 1998, relating to employee (2) for the taxpaye any employment
meals provided in an emplayeperated, tax liability relating to the provision of
on-premises eating facijit The hospital- employee meals in an emplayeperated,
ofiity industry includes casinos, hotelg r on-premises eating facility; and
>, sorts, and other similar establishments. (3) for the employee, any income tax o
Taxpayers who accept the terms of themployment tax liability relating to the re-
ulySettlement initiative will resolve these is-ceipt of employee meals in an employe
of tteues quickly and will eliminate the needperated, on-premises eating fagilit
for further potentially costly controversies If a taxpayer accepts thdfer to re-
for the periods covered by the settlemersiolve these issues through this settleme
initiative. initiative, the following terms will apply
The IRS has decided tdfer the settle- with respect to meals provided on or be
uedhent initiative as a result of the recentore December 31, 1998:
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I. For taxable years beginning befordasis for more than a mere compenpremises, eating facility for any tax pe-
January 1, 1995, the limitation set forttsatory purpose, and (2) indicated imiod ending on or before December 31,
in I.LR.C. section 274(n)(1), as in effectwriting their interest in accepting thel998. No agreements other than that with
for each year at issue, shall apply, witheffer no later than 30 days after the drafihe taxpayer are necessary in order for the
out exception, to the expense of providtraining materials are finalized. Theemployee of such taxpayer to receive the
ing meals to taxpayer’s employees. training materials are expected to be fibenefit of the settlement initiative.

Il. For taxable years beginning on omalized by October 31, 1998. Taxpayers, including those currently
after January 1, 1995 and on or before An eligible taxpayer, whether or notunder examination or in litigation, will
January 1, 1998, the taxpayer magurrently under examination or in litiga-not be required to accept the terms of the
deduct 70% of the otherwise allowabldion, indicates in writing its interest insettlement initiative. If a taxpayer does
expense (prior to the application of secaccepting the offer under this settlememniot believe that the offer is appropriate for
tion 274(n)(1)) of providing meals toinitiative by mailing the following infor- its case, the taxpayer may decline to par-
taxpayer’s employees. mation to the Southwest District Office ticipate in the settlement initiative, and

Ill. For taxable years beginning afterEmployee Meals Settlement Agent: the case will be handled under normal

“Taxpayer’'s Name

Taxpayer’s Address

Employer Identification Number

On behalf of the above-named taxpayer, | am interested in accepting the settlement offer described in Announcement 98-78, |
1998-34 (August 24, 1998), relating to the provision of employee meals in an employer-operated, on-premises eatintgtesality. P
send me the appropriate materials.

By Date

Title "

January 1, 1998 and before December Mail the above completed request t@rocedures. If participation is declined,
31, 1998, the taxpayer may deduct 70%e following address no later than 3Q@he final result in a case could be either
of the otherwise allowable expensalays after the finalization of the trainingmore or less favorable than the settlement

(prior to the application of sectionmaterials: offer, depending on the merits of the tax-
274(n)(1)) of providing meals to tax- Employee Meals Settlement Agent  payer’s position.

payer’'s employees for meals provided Internal Revenue Service The settlement initiative is also de-
during the months in such tax year that 4750 West Oakey Blvd. scribed at the “Tax Professional’s Corner”
precede January, 1999. For example, a Las Vegas, NV 89102 of the IRS Web site at http://www.irs.us-

taxpayer with a tax year beginning Oc- The above completed request can aldceas.gov.

tober 1, 1998, may deduct 70% of thde faxed to (702) 455-1175. For addi- The principal author of this announce-

expense of such meals provided duringonal information, contact the Southwestnent is Thomas Burger, Director, Office

three months (October 1998 through Debistrict Office by calling the Employee of Employment Tax Administration and

cember 1998). Meals Settlement Agent at (702) 455Compliance (OETAC). For further infor-
IV. The taxpayer will not be liable for 1403. mation regarding this announcement con-

income tax withholding, FICA taxes, or Upon indication of interest, a taxpayettact Bob Patrick at (702) 455-1403 (not a

FUTA taxes on meals provided to taxwill receive a letter of instructions regard-oll-free call).

payer’s employees in the taxpayer’s eming how to accept the settlement offer.

ployer-operated, on-premises, eating faEach taxpayer who accepts the offer will, . .

cility for any tax period ending on orexecute a closing agreement (Form 90 djustmer}ts Following Sales of

before December 31, 1998. to document the resolution of these is* artnershlp_lnterests; Change of
The settlement initiative is availablesues. Employees of a taxpayer who ex&ublic Hearing

only to taxpayers in the hospitality in-cutes a closing agreement will not be liAnnouncement 98-79

dustry who have (1) provided free or reable for income taxes or FICA taxes on

duced charge meals to employees athe fair market value of meals received inGENCY: Internal Revenue Service,

their business premises on a regulahe taxpayer’s employer-operated, onfreasury.

1998-34 |.R.B. 31 August 24, 1998



