
I. For taxable years beginning before
January 1, 1995, the limitation set forth
in I.R.C. section 274(n)(1), as in effect
for each year at issue, shall apply, with-
out exception, to the expense of provid-
ing meals to taxpayer’s employees.

II. For taxable years beginning on or
after January 1, 1995 and on or before
January 1, 1998, the taxpayer may
deduct 70% of the otherwise allowable
expense (prior to the application of sec-
tion 274(n)(1)) of providing meals to
taxpayer’s employees.

III. For taxable years beginning after

January 1, 1998 and before December
31, 1998, the taxpayer may deduct 70%
of the otherwise allowable expense
(prior to the application of section
274(n)(1)) of providing meals to tax-
payer’s employees for meals provided
during the months in such tax year that
precede January, 1999. For example, a
taxpayer with a tax year beginning Oc-
tober 1, 1998, may deduct 70% of the
expense of such meals provided during
three months (October 1998 through De-
cember 1998).

IV. The taxpayer will not be liable for
income tax withholding, FICA taxes, or
FUTA taxes on meals provided to tax-
payer’s employees in the taxpayer’s em-
ployer-operated, on-premises, eating fa-
cility for any tax period ending on or
before December 31, 1998.  

The settlement initiative is available
only to taxpayers in the hospitality in-
dustry who have (1) provided free or re-
duced charge meals to employees on
their business premises on a regular

basis for more than a mere compen-
satory purpose, and (2) indicated in
writing their interest in accepting the
offer no later than 30 days after the draft
training materials are finalized.  The
training materials are expected to be fi-
nalized by October 31, 1998.

An eligible taxpayer, whether or not
currently under examination or in litiga-
tion, indicates in writing its interest in
accepting the offer under this settlement
initiative by mailing the following infor-
mation to the Southwest District Office,
Employee Meals Settlement Agent:

Mail the above completed request to
the following address no later than 30
days after the finalization of the training
materials:

Employee Meals Settlement Agent
Internal Revenue Service
4750 West Oakey Blvd.
Las Vegas, NV 89102

The above completed request can also
be faxed to (702) 455-1175.  For addi-
tional information, contact the Southwest
District Office by calling the Employee
Meals Settlement Agent at (702) 455-
1403. 

Upon indication of interest, a taxpayer
will receive a letter of instructions regard-
ing how to accept the settlement offer.
Each taxpayer who accepts the offer will
execute a closing agreement (Form 906)
to document the resolution of these is-
sues.  Employees of a taxpayer who exe-
cutes a closing agreement will not be li-
able for income taxes or FICA taxes on
the fair market value of meals received in
the taxpayer’s employer-operated, on-

premises, eating facility for any tax pe-
riod ending on or before December 31,
1998.  No agreements other than that with
the taxpayer are necessary in order for the
employee of such taxpayer to receive the
benefit of the settlement initiative.

Taxpayers, including those currently
under examination or in litigation, will
not be required to accept the terms of the
settlement initiative.  If a taxpayer does
not believe that the offer is appropriate for
its case, the taxpayer may decline to par-
ticipate in the settlement initiative, and
the case will be handled under normal

procedures.  If participation is declined,
the final result in a case could be either
more or less favorable than the settlement
offer, depending on the merits of the tax-
payer’s position.  

The settlement initiative is also de-
scribed at the “Tax Professional’s Corner”
of the IRS Web site at http://www.irs.us-
treas.gov.

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 Bob Patrick at (702) 455-1403 (not a
toll-free call).
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“Taxpayer’s Name

Taxpayer’s Address 

Employer Identification Number 

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

By  Date  

Title  ”
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ACTION:  Change of time and location of
public hearing, and extension of time to
request to speak.

SUMMARY:  This document changes the
time and location of the public hearing
and extends the date by which commenta-
tors should submit requests to speak on
proposed regulations relating to the op-
tional adjustments to the basis of partner-
ship property following certain transfers
of partnership interests under section 743,
the calculation of gain or loss under sec-
tion 751(a) following the sale or exchange
of a partnership interest, the allocation of
basis adjustments among partnership as-
sets under section 755, the allocation of a
partner’s basis in its partnership interest
to properties distributed to the partner by
the partnership under section 732(c), and
the computation of a partner’s proportion-
ate share of the adjusted basis of deprecia-
ble property (or depreciable real property)
under section 1017 of the Internal Rev-
enue Code.  In addition, this document
announces that persons wishing to testify
who are outside the Washington, DC area
will be able to make their presentations
from a remote teleconference site in Los
Angeles, CA.

DATES:  The public hearing is being held
on Thursday, September 10, 1998, begin-
ning at 1 p.m. (EDT).  Requests to speak
and outlines of oral comments must be re-
ceived by Thursday, August 27, 1998.

ADDRESSES:  The public hearing will
be held in room 3411, Internal Revenue
Building, 1111 Constitution Avenue, NW,
Washington, DC.  The address of the re-
mote teleconference site is listed below
under Supplementary Information.

Requests to speak and outlines of oral
comments should be mailed to Room 5226,
Internal Revenue Service, POB 7604, Ben
Franklin Station, Washington, DC 20044.
Submissions may be hand delivered be-
tween the hours of 8 a.m. and 5 p.m. to
CC:DOM:CORP:R (REG–209682–94),
Courier’s Desk, 1111 Constitution Avenue,
NW., Washington, DC.  Alternatively, tax-
payers may submit comments electroni-
cally via the Internet by selecting the “Tax
Regs” option on the IRS Home Page, or by
submitting comments directly to the IRS
Internet site at http://www.irs.ustreas.
gov/prod/tax-reg/comments.html.

FOR FURTHER INFORMATION CON-

TACT: LaNita VanDyke of the Regula-
tions Unit, Assistant Chief Counsel (Cor-
porate), (202) 622-7180 (not a toll-free
number).

SUPPLEMENTARY INFORMATION:

A notice of proposed rulemaking and
notice of public hearing appearing in the
Federal Register on Thursday, January 29,
1998 (63 F.R. 4408 [REG– 209682–94,
1998–17 I.R.B. 20]), announced that a
public hearing with respect to proposed
regulations relating to adjustments to a
partner’s basis in its partnership interest
and a partnership’s basis in its assets
would be held on Wednesday, July 8,
1998, beginning at 10 a.m. in the IRS Au-
ditorium, Internal Revenue Building,
1111 Constitution Avenue, NW., Wash-
ington DC and that requests to speak and
outlines of oral comments should be re-
ceived by Wednesday, June 24, 1998.

The date and the time of the public
hearing have changed.  The room number
of the Washington, DC location has
changed, and one remote teleconference
site has been added.

The hearing will be held in room 3411
of the Internal Revenue Building, 1111
Constitution Avenue, NW, Washington,
DC. The remote teleconference site is in
room 5003 of the Federal Building, 5th
Floor, 300 N. Los Angeles Street, Los
Angeles, California.

The public hearing will be begin at 1
p.m. (EDT);  attendees will be admitted
beyond the lobby of the Internal Rev-
enue Building in Washington, DC after
12:30 p.m.  The hearing time at the re-
mote teleconference site in Los Angeles
will be concurrent with the hearing in
Washington, DC. (10:00 a.m. PDT).

Requests to speak and outlines of oral
comments should be received by Thurs-
day, August 27, 1998.  All persons who
have notified the Service by Thursday,
August 27, 1998, of their desire to tes-
tify will be given the opportunity to do
so.  Requests should specify the site
from which the speaker wishes to tes-
tify; if no specific site is named, the
speaker will be scheduled to appear in
Washington, DC.  Requests to testify in
Los Angeles should include a telephone
number in case the Service needs to con-
tact the speaker prior to the public hear-
ing.

Due to limited seating capacity at the

remote teleconference site, no more than
12 people may be accommodated at any
one time in the teleconference room.
Seating in the teleconference room will be
made available based on the order of pre-
sentations.  IRS personnel will be avail-
able at the remote teleconference site to
assist speakers in using the teleconference
equipment.

The Service will prepare an agenda
showing the scheduling of speakers and
will make copies of the agenda available
free of charge at the hearing.  Testimony
will begin with the speakers in Los An-
geles, and will conclude with presenta-
tions by the speakers in Washington,
DC.

Cynthia Grigsby,
Chief, Regulations Unit

Assistant Chief Counsel (Corporate).

(Filed by the Office of the Federal Register on
August 4, 1998, 8:45 a.m., and published in the issue
of the Federal Register for August 5, 1998, 63 F.R.
41754)
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