
 

Announcement 98–77

The Internal Revenue Service issued

today for comment proposed training ma-
terials relating primarily to the application
of section 119 of the Internal Revenue
Code to meals provided to employees in
the hospitality industry.  The hospitality
industry includes casinos, hotels, resorts,
and other similar establishments.

You may request a copy of the training
materials from Thomas Burger, Director,
Office of Employment Tax Administra-
tion and Compliance (OETAC), 1111
Constitution Avenue, N.W., Room 2404,
OP:EX:ST:ET, Washington, D.C. 20224,
or by calling (202) 622-3650 (not a toll-
free call).  The training materials are also
available through the “Tax Professional’s
Corner” of the IRS Web site at
http://www.irs.ustreas.gov.  The IRS also
issued a settlement initiative allowing
hospitality industry taxpayers to resolve
issues relating to the provision of em-
ployee meals (see Announcement 98–78).

Comments on the proposed training
materials are requested by September 30,
1998.  Please submit all comments in
writing to Dan Bryant, Senior Analyst,
Office of Employment Tax Administra-
tion and Compliance (OETAC), 1111
Constitution Avenue, N.W., Room 2008,
OP:EX:ST:ET, Washington, D.C. 20224.

The principal author of this announce-
ment is Thomas Burger, Director, Office
of Employment Tax Administration and
Compliance (OETAC).  For further infor-
mation regarding this announcement con-
tact Dan Bryant at (202) 622-3650 (not a
toll-free call).

Tax Court decisions in Boyd Gaming
Corp. v. Commissioner, 106 T.C. No. 19
(1996), and Boyd Gaming Corp. v. Com-
missioner, 72 T.C.M. (RIA) 2912 (Sep-
tember 30, 1997), appeal pending (9th
Cir.).  Even though the Tax Court opin-
ions addressed some of the issues related
to employee meals, other important issues
may remain unresolved and thus create
uncertainty for taxpayers.  The settlement
offer is intended to help taxpayers remove
that uncertainty for periods through De-
cember 31, 1998.  The IRS also issued
draft training materials relating to em-
ployee meals (see Announcement 98–77).

For some taxpayers, a recent statutory
change may also resolve uncertainty that
has arisen in the wake of the Boyd Gam-
ing decisions.  Section 5002 of the Inter-
nal Revenue Service Restructuring and
Reform Act of 1998, P.L. 105–206, added
section 119(b)(4) to the Internal Revenue
Code.  Section 119(b)(4) provides that all
meals furnished on the business premises
of an employer to an employer’s employ-
ees are treated as furnished for the conve-
nience of the employer — and therefore
are excludable from the employee’s in-
come — if more than half of the employ-
ees to whom the meals are furnished on
the premises are furnished the meals for
the convenience of the employer.

The Service recognizes that new sec-
tion 119(b)(4) may resolve these issues
for some hospitality industry taxpayers;
however, industry taxpayers whose issues
are not resolved by the amendment to sec-
tion 119 may wish to take advantage of
the settlement initiative.

The settlement initiative resolves the
following issues: 

(1) for the taxpayer, the deductibility of
expenses for employee meals provided in
an employer-operated, on-premises eating
facility;

(2) for the taxpayer, any employment
tax liability relating to the provision of
employee meals in an employer-operated,
on-premises eating facility; and

(3) for the employee, any income tax or
employment tax liability relating to the re-
ceipt of employee meals in an employer-
operated, on-premises eating facility.

If a taxpayer accepts the offer to re-
solve these issues through this settlement
initiative, the following terms will apply
with respect to meals provided on or be-
fore December 31, 1998:
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