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Cite this Code: CFR

To cite the regulations in
this volume use title,
part and section num-
ber. Thus, 26 CFR
31.0-1 refers to title 26,
part 31, section 0-1.




Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16.......cooiiiiii e as of January 1
Title 17 through Title 27 ..., as of April 1
Title 28 through Title 41 ... as of July 1
Title 42 through Title 50....c.oeiii e as of October 1

The appropriate revision date is printed on the cover of each volume.
LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, April 1, 1998), consult the ‘“‘List of CFR Sections Affected (LSA),”
which is issued monthly, and the ‘‘Cumulative List of Parts Affected,”” which
appears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS
The Paperwork Reduction Act of 1980 (Pub. L. 96-511) requires Federal agencies
to display an OMB control number with their information collection request.
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Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

OBSOLETE PROVISIONS

Provisions that become obsolete before the revision date stated on the cover
of each volume are not carried. Code users may find the text of provisions in
effect on a given date in the past by using the appropriate numerical list of
sections affected. For the period before January 1, 1986, consult either the List
of CFR Sections Affected, 1949-1963, 1964-1972, or 1973-1985, published in seven sep-
arate volumes. For the period beginning January 1, 1986, a ‘‘List of CFR Sections
Affected” is published at the end of each CFR volume.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Statutory Authorities and Agency
Rules (Table 1), and Acts Requiring Publication in the Federal Register (Table
I1). A list of CFR titles, chapters, and parts and an alphabetical list of agencies
publishing in the CFR are also included in this volume.

An index to the text of ““Title 3—The President’ is carried within that volume.

The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the “Contents’ entries in the daily Federal Reg-
ister.

A List of CFR Sections Affected (LSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency’s name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-523-5227 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, Washington, DC 20408 or e-mail info@fedreg.nara.gov.

SALES

The Government Printing Office (GPO) processes all sales and distribution of
the CFR. For payment by credit card, call 202-512-1800, M-F 8 a.m. to 4 p.m.
e.s.t. or fax your order to 202-512-2233, 24 hours a day. For payment by check,
write to the Superintendent of Documents, Attn: New Orders, P.O. Box 371954,
Pittsburgh, PA 15250-7954. For GPO Customer Service call 202-512-1803.

ELECTRONIC SERVICES

The full text of the Code of Federal Regulations, The United States Govern-
ment Manual, the Federal Register, Public Laws, Weekly Compilation of Presi-
dential Documents and the Privacy Act Compilation are available in electronic
format at www.access.gpo.gov/nara (‘‘GPO Access’’). For more information, con-
tact Electronic Information Dissemination Services, U.S. Government Printing
Office. Phone 202-512-1530, or 888-293-6498 (toll-free). E-mail, gpoaccess@gpo.gov.
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The Office of the Federal Register also offers a free service on the National
Archives and Records Administration’s (NARA) World Wide Web site for public
law numbers, Federal Register finding aids, and related information. Connect

to NARA'’s web site at www.nara.gov/fedreg. The NARA site also contains links
to GPO Access.

RAYMOND A. MOSLEY,
Director,

Office of the Federal Register.
April 1, 1998.






THIS TITLE

Title 26—INTERNAL REVENUE is composed of nineteen volumes. The contents
of these volumes represent all current regulations issued by the Internal Revenue
Service, Department of the Treasury, as of April 1, 1998. The first twelve volumes
comprise part 1 (Subchapter A—Income Tax) and are arranged by sections as
follows: §§1.0-1-1.60; 8§§81.61-1.169; §§1.170-1.300; 8§§1.301-1.400; §§1.401-1.440; 8§§1.441-
1.500; §81.501-1.640; §81.641-1.850; §§1.851-1.907; §§1.908-1.1000; 8§§1.1001-1.1400 and
§1.1401 to end. The thirteenth volume containing parts 2-29, includes the remain-
der of subchapter A and all of Subchapter B—Estate and Gift Taxes. The last
six volumes contain parts 30-39 (Subchapter C—Employment Taxes and Collection
of Income Tax at Source); parts 40-49; parts 50-299 (Subchapter D—Miscellaneous
Excise Taxes); parts 300-499 (Subchapter F—Procedure and Administration); parts
500-599 (Subchapter G—Regulations under Tax Conventions); and part 600 to end
(Subchapter H—Internal Revenue Practice).

The OMB control numbers for Title 26 appear in §602.101 of this chapter. For
the convenience of the user, §602.101 appears in the Finding Aids section of the
volumes containing parts 1 to 599.

For this volume, Gwendolyn J. Henderson was Chief Editor. The Code of Fed-
eral Regulations publication program is under the direction of Frances D. McDon-
ald, assisted by Alomha S. Morris.
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know. ..

if any changes have been made to the Code
of Federal Regulations or what documents
have been published in the Federal Register
without reading the Federal Register every
day? If so, you may wish to subscribe to the
LSA (List of CFR Sections Affected), the
Federal Register Index, or both.

LSA

The LSA (List of CFR Sections Affected) is
designed to lead users of the Code of Federal
Regulations to amendatory actions published in
the Federal Register. The LSA is issued monthly in
cumulative form. Entries indicate the nature of the
changes—such as revised, removed, or corrected.
$27 per year.

Federal Register Index

The index, covering the contents of the daily
Federal Register, is issued monthly in cumulative
form. Entries are carried primarily under the names
of the issuing agencies. Significant subjects are
carried as cross-references.

$25 per year.

A finding aid is included in each publication which
lists Federal Register page numbers with the date
of publication in the Federal Register.
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Title 26—Internal
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(This book contains parts 30 to 39)
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CHAPTER |I—INTERNAL REVENUE SERVICE
DEPARTMENT OF THE TREASURY—
(Continued)

(Parts 30 to 39)

EDITORIAL NOTE: IRS published a document at 45 FR 6088, Jan. 25, 1980, deleting statutory
sections from their regulations. In Chapter I, cross references to the deleted material have
been changed to the corresponding sections of the IRS Code of 1954 or to the appropriate regu-
lations sections. When either such change produced a redundancy, the cross reference has
been deleted. For further explanation, see 45 FR 20795, March 31, 1980.

SUBCHAPTER C—EMPLOYMENT TAXES AND COLLECTION OF INCOME
TAX AT SOURCE

Part Page
31 Employment taxes and collection of income tax at
101U | ool PP 5
32 Temporary employment tax regulations under the
Act of December 29, 1981 (Pub. L. 97-123) .............. 363
34 [Reserved]
35 Temporary employment tax and collection of in-
come tax at source regulations under the Tax
Equity and Fiscal Responsibility Act of 1982 ....... 370
35a Temporary employment tax regulations under the
Interest and Dividend Tax Compliance Act of
1083 e 395
36 Contract coverage of employees of foreign subsidi-
L= T = 476
37 [Reserved]
39 [Reserved]



SUBCHAPTER C—EMPLOYMENT TAXES AND COLLECTION
OF INCOME TAX AT SOURCE

PART 31—EMPLOYMENT
AND COLLECTION OF
TAX AT SOURCE

TAXES
INCOME

Subpart A—Introduction

Sec.

31.0-1 Introduction.

31.0-2 General definitions and use of terms.
31.0-3 Scope of regulations.

31.0-4 Extent to which the regulations in

this part supersede prior regulations.

Subpart B—Federal Insurance Contribu-
tions Act (Chapter 21, Internal Reve-
nue Code of 1954)

TAX ON EMPLOYEES

31.3101-1 Measure of employee tax.

31.3101-2 Rates and computation of em-
ployee tax.

31.3101-3 When employee tax attaches.

31.3102-1 Collection of, and liability for, em-
ployee tax; in general.

31.3102-2 Manner and time of payment of
employee tax.

31.3102-3 Collection of, and liability for, em-
ployee tax on tips.

TAX ON EMPLOYERS

31.3111-1 Measure of employer tax.

31.3111-2 Rates and computation of em-
ployer tax.

31.3111-3 When employer tax attaches.

31.3111-4 Liability for employer tax.

31.3111-5 Manner and time of payment of
employer tax.

31.3112-1 Instrumentalities of the United
States specifically exempted from the
employer tax.

GENERAL PROVISIONS

31.3121 (a)-1 Wages.

31.3121 (a)-1T Question and answer relat-
ing to the definition of wages in section
3121(a) (Temporary).

31.3121 (a)-2 Wages; when paid and re-
ceived.

31.3121 (a)-3 Reimbursement and other ex-
pense allowance amounts.

31.3121 (a)(1)-1 Annual wage limitation.

31.3121 (a)(2)-1 Payments under employers’
plans on account of retirement, sickness
or accident disability, medical or hos-
pitalization expenses, or death.

31.3121 (a)(3)-1 Retirement payments.

31.3121 (a)(4)-1 Payments on account of
sickness or accident disability, or medi-
cal or hospitalization expenses.

31.3121 (a)(5)-1 Payments from or to cer-
tain tax-exempt trusts, or under or to
certain annuity plans or bond purchase
plans.

31.3121 (a)(6)-1 Payment by an employer of
employee tax under section 3101 or em-
ployee contributions under a State law.

31.3121 (a)(7)-1 Payments for services not
in the course of employer’s trade or busi-
ness or for domestic service.

31.3121 (a)(8)-1 Payments for agricultural
labor.

31.3121 (a)(9)-1 Payments to employees for
nonwork periods.

31.3121 (a)(10)-1 Payments to certain home
workers.

31.3121 (a@)(11)-1 Moving expenses.

31.3121 (a)(12)-1 Tips.

31.3121 (a)(13)-1 Payments under certain
employers’ plans after retirement, dis-
ability, or death.

31.3121 (a)(14)-1 Payments by employer to
survivor or estate of former employee.
31.3121 (a)(15)-1 Payments by employer to

disabled former employee.

31.3121 (a)(18)-1 Payments or benefits
under a qualified educational assistance
program.

31.3121 (b)-1 Employment;
which the regulations
apply

services to
in this subpart

31.3121 (5)—2 Employment; services per-
formed before 1955.
31.3121 (b)-3 Employment; services per-

formed after 1954.

31.3121 (b)-4 Employment;
ices in general.

31.3121 (b)(1)-1 Certain services performed
by foreign agricultural workers, or per-
formed before 1959 in connection with
oleoresinous products.

31.3121 (b)(2)-1 Domestic service performed
by students for certain college organiza-
tions.

31.3121 (b)(3)-1 Family employment.

31.3121 (b)(4)-1 Services performed on or in
connection with a non-American vessel
or aircraft.

31.3121 (b)(5)-1 Services in employ of an in-
strumentality of the United States spe-
cifically exempted from the employer
tax.

31.3121 (b)(6)-1 Services in employ of
United States or instrumentality there-
of.

31.3121 (b)(7)-1 Services in employ of
States or their political subdivisions or
instrumentalities.

31.3121 (b)(7)-2 Service by employees who
are not members of a public retirement
system.

excepted serv-
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31.3121 (b)(8)-1 Services performed by a
minister of a church or a member of a re-
ligious order.

31.3121 (b)(8)-2 Services in employ of reli-
gious, charitable, educational, or certain
other organizations exempt from income
tax.

31.3121 (b)(9)-1 Railroad industry; services
performed by an employee or an em-
ployee representative as defined in sec-
tion 3231.

31.3121 (b)(10)-1 Services for remuneration
of less than $50 for calendar quarter in
the employ of certain organizations ex-
empt from income tax.

31.3121 (b)(10)-2 Services performed by cer-
tain students in the employ of a school,
college, or university, or of a nonprofit
organization auxiliary to a school, col-
lege, or university.

31.3121 (b)(11)-1 Services in the employ of a
foreign government.

31.3121 (b)(12)-1 Services in employ of
wholly owned instrumentality of foreign
government.

31.3121 (b)(13)-1 Services of student nurse
or hospital intern.

31.3121 (b)(14)-1 Services in delivery or dis-
tribution of newspapers, shopping news,
or magazines.

31.3121 (b)(15)-1 Services in
international organization.

31.3121 (b)(16)-1 Services performed under
share-farming arrangement.

31.3121 (b)(17)-1 Services in employ of Com-
munist organization.

31.3121 (b)(18)-1 Services performed by a
resident of the Republic of the Phil-
ippines while temporarily in Guam.

31.3121 (b)(19)-1 Services of certain non-
resident aliens.

31.3121 (b)(20)-1 Service performed on a
boat engaged in catching fish.

31.3121 (c)-1 Included and excluded serv-
ices.
31.3121 (d)-1
31.3121 (d)-2
31.3121 (e)-1
zen.
31.3121 (f)-1
31.3121 (g)-1

employ of

Who are employees.
Who are employers.
State, United States, and citi-

American vessel and aircraft.

Agricultural labor.

31.3121 (h)-1 American employer.

31.3121 (i)-1 Computation to nearest dollar
of cash remuneration for domestic serv-
ice.

31.3121 (i)-2 Computation of remuneration
for service performed by an individual as
a member of a uniformed service.

31.3121 (i)-3 Computation of remuneration
for service performed by an individual as
a volunteer or volunteer leader within
the meaning of the Peace Corps Act.

31.3121 (i)-4 Computation of remuneration
for service performed by certain mem-
bers of religious orders.

31.3121 (j)-1 Covered transportation serv-
ice.

26 CFR Ch. | (4-1-98 Edition)

31.3121 (k)-1 Waiver
taxes.

31.3121 (k)-2 Waivers of exemption; origi-
nal effective date changed retroactively.

31.3121 (k)-3 Request for coverage of indi-
vidual employed by exempt organization
before August 1, 1956.

31.3121 (k)-4 Constructive filing of waivers
of exemption from social security taxes
by certain tax-exempt organizations.

31.3121 (I)-1 Agreements entered into by
domestic corporations with respect to
foreign subsidiaries.

31.3121 (0)-1 Crew leader.

31.3121 (g)-1 Tips included for employee
taxes.

31.3121 (r)-1 Election of coverage by reli-
gious orders.

31.3121 (s)-1 Concurrent employment by re-
lated corporations with common pay-
master.

31.3123-1 Deductions by an employer from
remuneration of an employee.

of exemption from

Subpart C—Railroad Retirement Tax Act
(Chapter 22, Internal Revenue Code of
1954)

TAX ON EMPLOYEES

31.3201-1 Measure of employee tax.

31.3201-2 Rates and computation of em-
ployee tax.

31.3202-1 Collection of, and liability for, em-
ployee tax.

TAX ON EMPLOYEE REPRESENTATIVES

31.3211-1 Measure of employee representa-
tive tax.

31.3211-2 Rates and computation of em-
ployee representative tax.

31.3211-3 Employee representative supple-
mental tax.

31.3212-1 Determination of compensation.

TAX ON EMPLOYERS

31.3221-1 Measure of employer tax.

31.3221-2 Rates and computation of em-
ployer tax.

31.3221-3 Supplemental tax.

GENERAL PROVISIONS

31.3231 (a)-1
31.3231 (b)-1
31.3231 (c)-1
tives.
31.3231 (d)-1
31.3231 (e)-1
31.3231 (e)-2

Who are employers.
Who are employees.
Who are employee representa-

Service.
Compensation.
Contribution base.

Subpart D—Federal Unemployment Tax
Act (Chapter 23, Internal Revenue
Code of 1954)

31.3301-1 Persons liable for tax.
31.3301-2 Measure of tax.
31.3301-3 Rate and computation of tax.



Internal Revenue Service, Treasury

31.3301-4 When wages are paid.

31.3302 (a)-1 Credit against tax for con-
tributions paid.

31.3302 (a)-2 Refund of State contributions.

31.3302 (a)-3 Proof of credit under section
3302(a).

31.3302 (b)-1 Additional credit against tax.

31.3302 (b)-2 Proof of additional credit
under section 3302(b).

31.3302 (c)-1 Limit on total credits.

31.3302 (d)-1 Definitions and special rules

relating to limit on total credits.

31.3302 (e)-1 Successor employer.

31.3306 (a)-1 Who are employers.

31.3306 (b)-1 Wages.

31.3306 (b)-1T Question and answer relat-
ing to the definition of wages in section
3306(b) (Temporary).

31.3306 (b)-2 Reimbursement and other ex-
pense allowance amounts.

31.3306 (b)(1)-1 $3,000 limitation.

31.3306 (b)(2)-1 Payments under employers’
plans on account of retirement, sickness
or accident disability, medical or hos-
pitalization expenses, or death.

31.3306 (b)(3)-1 Retirement payments.

31.3306 (b)(4)-1 Payments on account of
sickness or accident disability, or medi-
cal or hospitalization expenses.

31.3306 (b)(5)-1 Payments from or to cer-
tain tax-exempt trusts, or under or to
certain annuity plans or bond purchase
plans.

31.3306 (b)(6)-1 Payment by an employer of
employee tax under section 3101 or em-
ployee contributions under a State law.

31.3306 (b)(7)-1 Payments other than in
cash for service not in the course of em-
ployer’s trade or business.

31.3306 (b)(8)-1 Payments to employees for
non-work periods.

31.3306 (b)(9)-1 Moving expenses.

31.3306 (b)(10)-1 Payments under certain
employers’ plans after retirement, dis-
ability, or death.

31.3306 (b)(13)-1 Payments or benefits
under a qualified educational assistance
program.

31.3306 (c)-1 Employment; services per-
formed before 1955.
31.3306 (c)-2 Employment; services per-

formed after 1954.

31.3306 (c)-3 Employment;
ices in general.

31.3306 (c)(1)-1 Agricultural labor.

31.3306 (c)(2)-1 Domestic service.

31.3306 (c)(3)-1 Services not in the course
of employer’s trade or business.

31.3306 (c)(4)-1 Services on or in connection
with a non-American vessel or aircraft.

31.3306 (c)(5)-1 Family employment.

31.3306 (c)(6)-1 Services in employ of
United States or instrumentality there-
of.

31.3306 (c)(7)-1 Services in employ of
States or their political subdivisions or
instrumentalities.

excepted serv-
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31.3306 (c)(8)-1 Services in employ of reli-
gious, charitable, educational, or certain
other organizations exempt from income
tax.

31.3306 (c)(9)-1 Railroad industry; services
performed by an employee or an em-
ployee representative under the Railroad
Unemployment Insurance Act.

31.3306 (c)(10)-1 Services in the employ of
certain organizations exempt from in-
come tax.

31.3306 (c)(10)-2 Services of student in em-
ploy of school, college, or university.
31.3306 (c)(10)-3 Services before 1962 in em-
ploy of certain employees’ beneficiary

associations.

31.3306 (c)(11)-1 Services in employ of for-
eign government.

31.3306 (c)(12)-1 Services in employ of
wholly owned instrumentality of foreign
government.

31.3306 (c)(13)-1 Services of student nurse
or hospital intern.

31.3306 (c)(14)-1 Services of insurance agent
or solicitor.

31.3306 (c)(15)-1 Services in delivery or dis-
tribution of newspapers, shopping news,
or magazines.

31.3306 (c)(16)-1 Services in
international organization.

31.3306 (c)(17)-1 Fishing services.

31.3306 (c)(18)-1 Services of certain non-
resident aliens.

31.3306 (d)-1 Included and excluded service.

31.3306 (i)-1 Who are employees.

31.3306 (j)-1 State, United States, and citi-
zen.

31.3306 (k)-1 Agricultural labor.

31.3306 (m)-1 American vessel and aircraft.

31.3306 (n)-1 Services on American vessel
whose business is conducted by general
agent of Secretary of Commerce.

31.3306 (p)-1 Employees or related corpora-
tions.

31.3307-1 Deductions by an employer from
remuneration of an employee.

31.3308-1 Instrumentalities of the United
States specifically exempted from tax
imposed by section 3301.

employ of

Subpart E—Collection of Income Tax at
Source

31.3401 (a)-1 Wages.

31.3401 (a)-1T Question and answer relat-
ing to the definition of wages in section
3401(a) (Temporary).

31.3401 (a)-2 Exclusions from wages.

31.3401 (a)-3 Amounts deemed wages under
voluntary withholding agreements.

31.3401 (a)-4 Reimbursements and other ex-
pense allowance amounts.

31.3401 (a)(1)-1 Remuneration of members
of the Armed Forces of the United States
for active service in combat zone or
while hospitalized as a result of such
service.
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31.3401 (a)(2)-1 Agricultural labor.

31.3401 (a)(3)-1 Remuneration for domestic
service.

31.3401 (a)(4)-1 Cash remuneration for serv-
ice not in the course of employer’s trade
or business.

31.3401 (a)(5)-1 Remuneration for services
for foreign government or international
organization.

31.3401(a)(6)-1 Remuneration for services of
nonresident alien individuals.

31.3401 (a)(6)-1A Remuneration for services
of certain nonresident alien individuals
paid before January 1, 1967.

31.3401 (a)(7)-1 Remuneration paid before
January 1, 1967, for services performed by
nonresident alien individuals who are
residents of a contiguous country and
who enter and leave the United States at
frequent intervals.

31.3401 (a)(8)(A)-1 Remuneration for serv-
ices performed outside the United States
by citizens of the United States.

31.3401 (a)(8)(B)-1 Remuneration for serv-
ices performed in possession of the
United States (other than Puerto Rico)
by citizen of the United States.

31.3401 (a)(8)(C)-1 Remuneration for serv-
ices performed in Puerto Rico by citizen
of the United States.

31.3401 (a)(9)-1 Remuneration for services
performed by a minister of a church or a
member of a religious order.

31.3401 (a@)(10)-1 Remuneration for services
in delivery or distribution of newspapers,
shopping news, or magazines.

31.3401 (a)(11)-1 Remuneration other than
in cash for service not in the course of
employer’s trade or business.

31.3401 (a)(12)-1 Payments from or to cer-
tain tax-exempt trusts, or under or to
certain annuity plans or bond purchase
plans, or to individual retirement plans.

31.3401 (a)(13)-1 Remuneration for services
performed by Peace Corps volunteers.

31.3401 (a)(14)-1 Group-term life insurance.

31.3401 (a@)(15)-1 Moving expenses.

31.3401 (a)(16)-1 Tips.

31.3401 (a)(17)-1 Remuneration for services
performed on a boat engaged in catching
fish.

31.3401 (a)(18)-1 Payments or benefits
under a qualified educational assistance
program.

31.3401 (a)(19)-1 Reimbursements under a
self-insured medical reimbursement plan.

31.3401 (b)-1 Payroll period.

31.3401 (c)-1 Employee.

31.3401 (d)-1 Employer.

31.3401 (e)-1 Number of withholding exemp-
tions claimed.

31.3401 (f)-1 Tips.

31.3402 (a)-1 Requirement of withholding.

31.3402 (b)-1 Percentage method of with-
holding.

31.3402 (c)-1

31.3402 (d)-1

Wage bracket withholding.
Failure to withhold.

26 CFR Ch. | (4-1-98 Edition)

31.3402 (e)-1 Included and excluded wages.

31.3402 (f)(1)-1 Withholding exemptions.

31.3402 (f)(2)-1 Withholding exemption cer-
tificates.

31.3402 (f)(3)-1 When withholding exemp-
tion certificate takes effect.

31.3402 (f)(4)-1 Period during which with-
holding exemption certificate remains in
effect.

31.3402 (f)(4)-2 Effective period of withhold-
ing exemption certificate.

31.3402 (f)(5)-1 Form and contents of with-
holding exemption certificates.

31.3402 (f)(6)-1 Withholding exemptions for
nonresident alien individuals.

31.3402 (g)-1 Supplemental wage payments.

31.3402 (g)-2 Wages paid for payroll period
of more than one year.

31.3402 (g)-3 Wages paid through an agent,
fiduciary, or other person on behalf of
two or more employers.

31.3402 (h)(1)-1 Withholding on basis of av-
erage wages.

31.3402 (h)(2)-1 Withholding on basis of
annualized wages.

31.3402 (h)(3)-1 Withholding on basis of cu-
mulative wages.

31.3402 (h)(4)-1 Other methods.

31.3402 (i)-1 Additional withholding.

31.3402 (i)-2 Increases or decreases in with-
holding.

31.3402 (j)-1 Remuneration other than in
cash for service performed by retail com-
mission salesman.

31.3402 (k)-1 Special rule for tips.

31.3402 (I)-1 Determination and disclosure
of marital status.

31.3402 (m)-1 Withholding allowances.

31.3402 (n)-1 Employees incurring no in-
come tax liability.

31.3402 (0)-1 Extension of withholding to
supplemental unemployment compensa-
tion benefits.

31.3402 (0)-2 Extension of withholding to
annuity payments if requested by payee.

31.3402 (0)-3 Extension of withholding to
sick pay.

31.3402 (p)-1 Voluntary withholding agree-
ments.

31.3402 (g)-1 Extension of withholding to
certain gambling winnings.

31.3402 (r)-1 Withholding on distributions
of Indian gaming profits to tribal mem-
bers.

31.3403-1 Liability for tax.

31.3404-1 Return and payment by govern-
mental employer.

31.3405 (c)-1 Withholding on eligible roll-
over distributions; questions and an-
swers.

31.3406-0 Outline of the backup withholding
regulations.

31.3406a-1 Backup withholding requirement
on reportable payments.

31.3406a-2 Definition of payors obligated to
backup withhold.



Internal Revenue Service, Treasury

31.3406a-3 Scope and extent of accounts sub-
ject to backup withholding.

31.3406a-4 Time when payments are consid-
ered to be paid and subject to backup
withholding.

31.3406 (b((2)-1
ment.

31.3406 (b)(2)-2

31.3406 (b)(2)-3

31.3406 (b)(2)-4
ment.

31.3406 (b)(2)-5 Reportable patronage divi-
dend payment.

31.3406 (b)(3)-1 Reportable payments of
rents, commissions, nonemployee com-
pensation, etc.

31.3406 (b)(3)-2 Reportable barter ex-
changes and gross proceeds of sales of se-
curities or commodities by brokers.

31.3406 (b)(3)-3 Reportable payments by
certain fishing boat operators.

31.3406 (b)(3)-4 Reportable payments of
royalties.

31.3406 (b)(4)-1 Exemption for certain mini-
mal payments.

31.3406 (c)-1 Notified payee underreporting
of reportable interest or dividend pay-
ments.

31.3406 (d)-1 Manner required for furnish-
ing a taxpayer identification number.

31.3406 (d)-2 Payee certification failure.

31.3406 (d)-3 Special 30-day rules for cer-
tain reportable payments.

31.3406 (d)-4 Special rules for readily
tradable instruments acquired through a
broker.

31.3406 (d)-5 Backup withholding when the
Service or a broker notifies the payor to
withhold because the payee’s taxpayer
identification number is incorrect.

31.3406 (e)-1 Period during which backup
withholding is required.

31.3406 (f)-1 Confidentiality of
tion.

31.3406 (g)-1 Exception for payments to
certain payees and certain other pay-
ments.

31.3406 (g)-2 Exception for reportable pay-
ments for which withholding is otherwise
required.

31.3406 (g)-3 Exemption while payee is
waiting for a taxpayer identification
number.

31.3406 (h)-1 Definitions.

31.3406 (h)-2 Special rules.

31.3406 (h)-3 Certificates.

31.3406 (i)-1 Effective date.

31.3406 (j)-1 Taxpayer ldentification Num-
ber (TIN) matching program.

Reportable interest pay-
Original issue discount.
Window transactions.

Reportable dividend pay-

informa-

Subpart F—General Provisions Relating to
Employment Taxes (Chapter 25, Inter-
nal Revenue Code of 1954)

31.3501 (a)-1T Question and answer relat-
ing to the time employers must collect

Pt. 31

and pay the taxes on noncash fringe ben-
efits (Temporary).

31.3502-1 Nondeductibility of taxes in com-
puting taxable income.

31.3503-1 Tax under chapter 21 or 22 paid
under wrong chapter.

31.3504-1 Acts to be performed by agents.

31.3505-1 Liability of third parties paying or
providing for wages.

31.3506-1 Companion sitting placement serv-
ices.

31.3507-1 Advance payments of earned in-
come credit.

31.3507-2 Earned income credit advance pay-
ment certificates.

Subpart G—Administrative Provisions of
Special Application to Employment
Taxes (Selected Provisions of Subtitle F,
Internal Revenue Code of 1954)

31.6001-1 Records in general.

31.6001-2 Additional records under Federal
Insurance Contributions Act.

31.6001-3 Additional records under Railroad
Retirement Tax Act.

31.6001-4 Additional records under Federal
Unemployment Tax Act.

31.6001-5 Additional records in connection
with collection of income tax at source
on wages.

31.6001-6 Notice by district director requir-
ing returns, statements, or the keeping
of records.

31.6011 (a)-1 Returns under Federal Insur-
ance Contributions Act.

31.6011 (a)-2 Returns under Railroad Re-
tirement Tax Act.

31.6011 (a)-3 Returns under Federal Unem-
ployment Tax Act.

31.6011 (a)-3A Returns of the railroad un-
employment repayment tax.

31.6011 (a)-4 Returns of income tax with-
held.
31.6011 (a)-5
31.6011 (a)-6

Monthly returns.

Final returns.

31.6011 (a)-7 Execution of returns.

31.6011 (a)-8 Composite return in
specified form.

31.6011 (a)-9 Instructions to forms control
as to which form is to be used.

31.6011 (a)-10 Instructions to forms may
waive filing requirement in case of no li-
ability tax returns.

31.6011 (b)-1 Employers’
numbers.

31.6011 (b)-2 Employees’ account numbers.

31.6051-1 Statements for employees.

31.6051-2 Information returns on Form W-3
and Internal Revenue Service copies of
Forms W-2.

31.6051-3 Statements required
sick pay paid by third parties.

31.6051-4 Statement required in case of
backup withholding.

31.6053-1 Report of tips by employee to em-
ployer.

lieu of

identification

in case of
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31.6053-2 Employer statement of uncollected
employee tax.

31.6053-3 Reporting by certain large food or
beverage establishments with respect to
tips.

31.6053-4 Substantiation
tipped employees.
31.6061-1 Signing of returns.

31.6065 (a)-1 Verification
other documents.

31.6071 (a)-1 Time for filing returns and
other documents.

31.6071 (a)-1A Time for filing returns with
respect to the railroad unemployment re-
payment tax.

31.6081 (a)-1 Extensions of time for filing
returns and other documents.

31.6091-1 Place for filing returns.

31.6101-1 Period covered by returns.

31.6109-1 Supplying of identifying numbers.

31.6151-1 Time for paying tax.

31.6157-1 Cross reference.

31.6161 (a)(1)-1 Extensions of time for pay-
ing tax.

31.6205-1 Adjustments of underpayments.

31.6205-2 Adjustments of underpayments of
hospital insurance taxes that accrue
after March 31, 1986, and before January
1, 1987, with respect to wages of State
and local government employees.

31.6302-0 Table of Contents.

31.6302-1 Federal tax deposit rules for with-
held income taxes and taxes under the
Federal Insurance Contributions Act
(FICA) attributable to payments made
after December 31, 1992.

31.6302-2 Federal Tax Deposit Rules for
amounts withheld under the Railroad Re-
tirement Tax Act (R.R.T.A.) attributable
to payments made after December 31,
1992.

31.6302-3 Federal tax deposit rules for
amounts withheld under the backup
withholding requirements of section 3406
for payments made after December 31,
1992.

31.6302-4 Federal tax deposit rules for with-
held income taxes attributable to non-
payroll payments made after December
31, 1993.

31.6302 (b)-1 Method of collection.

31.6302 (c)-1 Use of Government deposi-
tories in connection with taxes under
Federal Insurance Contributions Act and
income tax withheld for amounts attrib-
utable to payments made before January
1, 1993.

31.6302 (c)-2 Use of Government deposi-
tories in connection with employee and
employer taxes under Railroad Retire-
ment Tax Act for amounts attributable
to payments made before January 1, 1993.

31.6302 (c)-2A Use of Government deposi-
taries in connection with the railroad
unemployment repayment tax.

requirements for

of returns or
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31.6302 (c)-3 Use of Government deposi-
taries in connection with tax under the
Federal Unemployment Tax Act.

31.6302 (c)-4 Cross references.

31.6361-1 Collection and administration of
qualified State individual income taxes.

31.6402 (a)-1 Credits or refunds.

31.6402 (a)-2 Credit or refund of tax under
Federal Insurance Contributions Act or
Railroad Retirement Tax Act.

31.6402 (a)-3 Refund of Federal unemploy-
ment tax.

31.6404 (a)-1 Abatements.

31.6413 (a)-1 Repayment by employer of
tax erroneously collected from employee.

31.6413 (a)-2 Adjustment of overpayments.

31.6413 (a)-3 Repayment by payor of tax er-
roneously collected from payee.

31.6413 (b)-1 Overpayments of certain em-
ployment taxes.

31.6413 (c)-1 Special refunds.

31.6414-1 Credit or refund of
withheld from wages.

31.6652 (c)-1 Failure of employee to report
tips for purposes of the Federal Insur-
ance Contributions Act.

31.6674-1 Penalties for fraudulent statement
or failure to furnish statement.

31.6682-1 False information with respect to
withholding.

31.7805-1 Promulgation of regulations.

31.9999-0 Effective dates.

AUTHORITY: 26 U.S.C. 7805.

Sections 31.3121(a)-1, 31.3121(a)-3, 31.3231(e)-1,
31.3231(e)-3, 31.3306(b)-1, 31.3306(b)-2,

income tax

31.3401(a)-1, and 31.3401(a)-4 also issued
under 26 U.S.C. 62.

Section 31.3121(b)(7)-2 also issued under 26
U.S.C. 3121(b)(7)(F).

Section 31.3121(b)(19)-1 also issued under 26
U.S.C. 7701(b)(11).

Section 31.3306(c)(18)-1 also issued under 26
U.S.C. 7701(b)(11).

Section 31.3401(a)(6)-1 also issued under 26

U.S.C. 1441(c)(4) and 26 U.S.C. 3401(a)(6).

Section 31.3402(f)(1)-1 also issued under 26
U.S.C. 3402(m).

Section 31.3402(f)(5)-1 also issued under 26
U.S.C. 3402 (i) and (m).

Section 31.3402(r)-1 also issued under 26

U.S.C. 3402(p) and (r).

Sections 31.3406(a)-1 through 31.3406(i)-1 also
issued under 26 U.S.C.3406(i).

Section 31.3406(j)-1 also issued under 26
U.S.C. 3406(i).

Section 31.6011(a)-3A is also issued under the
authority of 26 U.S.C. 6011.

Section 31.6011(a)-4 also issued under 26
U.S.C. 6011.
Section 31.6051-1(d) also issued under 26

U.S.C. 6051.
Section 31.6051-2 also issued under 26 U.S.C.

6051.

Sections 31.6053-3 (b)(5), (h) and (j)(9) and
31.6053-4 are also issued under sec. 1072 of
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Pub. L. 98-369, 98 Stat. 1052; and 26 U.S.C.
6001.

Sections 31.6053-3T and 31.6053-4T are also
issued under sec. 1072 of Pub. L. 98-369, 98
Stat. 1052; and 26 U.S.C. 6001.

Section 31.6071-1 also issued under 26 U.S.C.

6071.

Section 31.6071(a)-1A is also issued under the
authority of 26 U.S.C. 6071.

Section 31.6081-1 also issued under 26 U.S.C.

6081.

Section 31.6205-2
U.S.C. 6205(a)(1).

Sections 31.6302-1 through 31.6302-3 also
issued under 26 U.S.C. 6302 (a), (c), and (h).

Section 31.6302-4 also issued under 26 U.S.C.
6302 (a) and (c).

Section 31.6302(c)-2A is also issued under 26
U.S.C. 6302 and 6157(d).
Section 31.6302(c)-3 also

U.S.C. 6302(h).

SOURCE: T.D. 6516, 25 FR 13032, Dec. 20, 1960;
25 FR 14021, Dec. 31, 1960, unless otherwise
noted.

is also issued under 26

issued under 26

Subpart A—Introduction

§31.0-1

(a) In general. The regulations in this
part relate to the employment taxes
imposed by subtitle C (chapters 21 to
25, inclusive) of the Internal Revenue
Code of 1954, as amended. References in
the regulations to the ““Internal Reve-
nue Code’’ or the ‘““Code’’ are references
to the Internal Revenue Code of 1954, as
amended, unless otherwise indicated.
References to the Federal Insurance
Contributions Act, the Railroad Retire-
ment Tax Act, and the Federal Unem-
ployment Tax Act are references to
chapters 21, 22, and 23, respectively, of
the Code. References to sections of law
are references to sections of the Inter-
nal Revenue Code unless otherwise in-
dicated. The regulations in this part
also provide rules relating to the de-
posit of other taxes by electronic funds
transfer.

(b) Division of regulations. The regula-
tions in this part are divided into 7
subparts. Subpart A contains provi-
sions relating to general definitions
and use of terms, the division and
scope of the regulations in this part,
and the extent to which the regula-
tions in this part supersede prior regu-
lations relating to employment taxes.
Subpart B relates to the taxes under
the Federal Insurance Contributions
Act. Subpart C relates to the taxes

Introduction.

11

§31.0-2

under the Railroad Retirement Tax
Act. Subpart D relates to the tax under
the Federal Unemployment Tax Act.
Subpart E relates to the collection of
income tax at source on wages under
chapter 24 of the Code. Subpart F re-
lates to the provisions of chapter 25 of
the Code which are applicable in re-
spect of the taxes imposed by chapters
21 to 24, inclusive, of the Code. Subpart
G relates to selected provisions of sub-
title F of the Code, relating to proce-
dure and administration, which have
special application in respect of the
taxes imposed by subtitle C of the
Code. Inasmuch as these regulations
constitute Part 31 of Title 26 of the
Code of Federal Regulations, each sec-
tion of the regulations is preceded by a
section symbol and 31 followed by a
decimal point (§31.). Sections of law or
references thereto are preceded by
‘“Sec.” or the word ‘“‘section’.

[T.D. 6516, 25 FR 13032, Dec. 20, 1960, as
amended by T.D. 8723, 62 FR 37492, July 14,
1997]

8§31.0-2 General definitions and use of
terms.

(a) In general. As used in the regula-
tions in this part, unless otherwise ex-
pressly indicated—

(1) The terms defined in the provi-
sions of law contained in the regula-
tions in this part shall have the mean-
ings so assigned to them.

(2) The Internal Revenue Code of 1954
means the act approved August 16, 1954
(26 U.S.C.), entitled “An act to revise
the internal revenue laws of the United
States’, as amended.

(3) The Internal Revenue Code of 1939
means the act approved February 10,
1939 (53 Stat., Part 1), as amended.

(4) The Social Security Act means
the act approved August 14, 1935 (42
U.S.C. c. 7), as amended.

(5) (i) The Social Security Amend-
ments of 1954 means the act approved
September 1, 1954 (68 Stat. 1052), as
amended.

(if) The Social Security Amendments
of 1956 means the act approved August
1, 1956 (70 Stat. 807), as amended.

(iii) The Social Security Amend-
ments of 1958 means the act approved
August 28, 1958 (72 Stat. 1013), as
amended.
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(iv) The Social Security Amendments
of 1960 means the act approved Septem-
ber 13, 1960 (74 Stat. 924).

(v) The Social Security Amendments
of 1961 means the act approved June 30,
1961 (75 Stat. 131).

(vi) The Social Security Amendments
of 1965 means the act approved July 30,
1965 (79 Stat. 286).

(vii) The Social Security Amend-
ments of 1967 means the act approved
January 2, 1968 (81 Stat. 821).

(viii) The Social Security Amend-
ments of 1972 means the act approved
October 30, 1972 (86 Stat. 1329).

(6) The Social Security Administra-
tion means the Social Security Admin-
istration of the Department of Health
and Human Services. (See the State-
ment of Organization and delegations
of Authority of the Department of
Health and Human Services (20 CFR
Part 1996).)

(7) District director means district
director of internal revenue. The term
also includes the Director of Inter-
national Operations in all cases where
the authority to perform the functions
which may be performed by a district
director has been delegated to the Di-
rector of International Operations.

(8) Person includes an individual, a
corporation, a partnership, a trust or
estate, a joint-stock company, an asso-
ciation, or a syndicate, group, pool,
joint venture or other unincorporated
organization or group, through or by
means of which any business, financial
operation, or venture is carried on. It
includes a guardian, committee, trust-
ee, executor, administrator, trustee in
bankruptcy, receiver, assignee for the
benefit of creditors, conservator, or
any person acting in a fiduciary capac-
ity.

(9) Calendar quarter means a period
of 3 calendar months ending on March
31, June 30, September 30, or December
31.

(10) Account number means the iden-
tifying number of an employee as-
signed, as the case may be, under the
Internal Revenue Code of 1954, under
Subchapter A of Chapter 9 of the Inter-
nal Revenue Code of 1939, or under
Title VIII of the Social Security Act.
See also §301.7701-11 of this chapter
(Regulations on Procedure and Admin-
istration).
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(11) Identification number means the
identifying number of an employer as-
signed, as the case may be, under the
Internal Revenue Code of 1954, under
Subchapter A or D of Chapter 9 of the
Internal Revenue Code of 1939, or under
Title VIII of the Social Security Act.
See also §301.7701-12 of this chapter
(Regulations on Procedure and Admin-
istration).

(12) Regulations 90 means the regula-
tions approved February 17, 1936 (26
CFR (1939) Part 400), as amended, relat-
ing to the excise tax on employers
under Title IX of the Social Security
Act, and such regulations as made ap-
plicable to Subchapter C of Chapter 9
and other provisions of the Internal
Revenue Code of 1939 by Treasury Deci-
sion 4885, approved February 11, 1939 (26
CFR (1939) 1943 Cum. Supp., p. 5876), to-
gether with any amendments to such
regulations as so made applicable to
the Internal Revenue Code of 1939.

(13) Regulations 91 means the regula-
tions approved November 9, 1936 (26
CFR (1939) Part 401), as amended, relat-
ing to the employees’ tax and the em-
ployers’ tax under Title VIII of the So-
cial Security Act, and such regulations
as made applicable to Subchapter A of
Chapter 9 and other provisions of the
Internal Revenue Code of 1939 by Treas-
ury Decision 4885, approved February
11, 1939 (26 CFR (1939) 1943 Cum. Supp.,
p. 5876), together with any amendments
to such regulations as so made applica-
ble to the Internal Revenue Code of
1939.

(14) Regulations 106 means the regu-
lations approved February 24, 1940 (26
CFR (1939) Part 402), as amended, relat-
ing to the employees’ tax and the em-
ployers’ tax under the Federal Insur-
ance Contributions Act (Subchapter A
of Chapter 9 of the Internal Revenue
Code of 1939) with respect to the period
after 1939 and before 1951.

(15) Regulations 107 means the regu-
lations approved September 12, 1940 (26
CFR (1939) Part 403), as amended, relat-
ing to the excise tax on employers
under the Federal Unemployment Tax
Act (Subchapter C of Chapter 9 of the
Internal Revenue Code of 1939) with re-
spect to the period after 1939 and before
1955.

(16) Regulations 114 means the regu-
lations approved December 30, 1948 (26
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CFR (1939) Part 411), as amended, relat-
ing to the employers’ tax, employees’
tax, and employee representatives’ tax
under the Railroad Retirement Tax Act
(Subchapter B of Chapter 9 of the In-
ternal Revenue Code of 1939) with re-
spect to compensation paid after 1948
for services rendered after 1946 and be-
fore 1955.

(17) Regulations 120 means the regu-
lations approved December 22, 1953 (26
CFR (1939) Part 406), as amended, relat-
ing to collection of income tax at
source on wages under Subchapter D of
Chapter 9 of the Internal Revenue Code
of 1939 with respect to the period after
1953 and before 1955.

(18) Regulations 128 means the regu-
lations approved December 6, 1951 (26
CFR (1939) Part 408), as amended, relat-
ing to the employee tax and the em-
ployer tax under the Federal Insurance
Contributions Act (Subchapter A of
Chapter 9 of the Internal Revenue Code
of 1939) with respect to the period after
1950 and before 1955.

(19) The cross references in the regu-
lations in this part to other portions of
the regulations, when the word ‘“‘see” is
used, are made only for convenience
and shall be given no legal effect.

(b) Subpart B. As used in Subpart B of
this part, unless otherwise expressly
indicated—

(1) Act means the Federal Insurance
Contributions Act.

(2) Taxes means the employee tax
and the employer tax, as respectively
defined in this paragraph.

(3) Employee tax means the tax (with
respect to wages received by an em-
ployee after Dec. 31, 1965, the taxes) im-
posed by section 3101 of the Code.

(4) Employer tax means the tax (with
respect to wages paid by an employer
after Dec. 31, 1965, the taxes) imposed
by section 3111 of the Code.

(c) Subpart C. As used in Subpart C of
this part, unless otherwise expressly
indicated—

(1) Act means the Railroad Retire-
ment Tax Act.

(2) Railway Labor Act means the act
approved May 20, 1926 (45 U.S.C. c. 8), as
amended.

(3) Railroad Retirement Act of 1937
means the act approved June 24, 1937
(45 U.s.C. 228a and following), as
amended.
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(4) Railroad Retirement Board means
the board established pursuant to sec-
tion 10 of the Railroad Retirement Act
of 1937 (45 U.S.C. 228j).

(5) Tax means the employee tax, the
employee representative tax, or the
employer tax, as respectively defined
in this paragraph.

(6) Employee tax means the tax im-
posed by section 3201 of the Code.

(7) Employee representative tax
means the tax imposed by section 3211
of the Code.

(8) Employer tax means the tax im-
posed by section 3221 of the Code.

(d) Subpart D. As used in Subpart D of
this part, unless otherwise expressly
indicated:

(1) Act means the Federal Unemploy-
ment Tax Act.

(2) Railroad Unemployment Insur-
ance Act means the act approved June
25, 1938 (45 U.S.C. c. 11), as amended.

(3) Tax means the tax imposed by
section 3301 of the Code.

(e) Subpart E. As used in Subpart E of
this part, unless otherwise expressly
indicated, tax means the tax required
to be deducted and withheld from
wages under section 3402 of the Code.

[T.D. 6516, 25 FR 13032, Dec. 20, 1960, as
amended by T.D. 6606, 27 FR 8516, Aug. 25,
1962; T.D. 6658, 28 FR 6631, June 27, 1963; T.D.
6983, 33 FR 18013, Dec. 4, 1968; T.D. 7280, 38 FR
18369, July 10, 1973]

§31.0-3 Scope of regulations.

(a) Subpart B. The regulations in Sub-
part B of this part relate to the imposi-
tion of the employee tax and the em-
ployer tax under the Federal Insurance
Contributions Act with respect to
wages paid and received after 1954 for
employment performed after 1936. In
addition to employment in the case of
remuneration therefor paid and re-
ceived after 1954, the regulations in
Subpart B of this part relate also to
employment performed after 1954 in the
case of remuneration therefor paid and
received before 1955. The regulations in
Subpart B of this part include provi-
sions relating to the definition of
terms applicable in the determination
of the taxes under the Federal Insur-
ance Contributions Act, such as “‘em-
ployee’, “wages’, and ‘““‘employment’’.
The provisions of Subpart B of this
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part relating to ““employment’ are ap-
plicable also, (1) to the extent provided
in §31.3121(b)-2, to services performed
before 1955 the remuneration for which
is paid after 1954, and (2) to the extent
provided in §31.3121(k)-3, to services
performed before 1955 the remuneration
for which was paid before 1955. (For
prior regulations on similar subject
matter, see 26 CFR (1939) Part 408 (Reg-
ulations 128).)

(b) Subpart C. The regulations in Sub-
part C of this part relate to the imposi-
tion of the employee tax, the employee
representative tax, and the employer
tax under the Railroad Retirement Tax
Act with respect to compensation paid
after 1954, for services rendered after
such date. The regulations in Subpart
C of this part include provisions relat-
ing to the definition of terms applica-
ble in the determination of the taxes
under the Railroad Retirement Tax
Act, such as ‘“‘employee’”, ‘“‘employee
representative”’, “employer”’, and
‘‘compensation’’. (For prior regulations
on similar subject matter, see 26 CFR
(1939) Part 411 (Regulations 114).)

(c) Subpart D. The regulations in Sub-
part D of this part relate to the imposi-
tion on employers of the excise tax
under the Federal Unemployment Tax
Act for the calendar year 1955 and sub-
sequent calendar years with respect to
wages paid after 1954 for employment
performed after 1938. In addition to em-
ployment in the case of remuneration
therefor paid after 1954, the regulations
in Subpart D of this part relate also to
employment performed after 1954 in the
case of remuneration therefor paid be-
fore 1955. The regulations in Subpart D
of this part include provisions relating
to the definition of terms applicable in
the determination of the tax under the
Federal Unemployment Tax Act, such
as ‘“‘employee”’, ““employer’, ‘“‘employ-
ment’”’, and ‘‘wages’’. The regulations
in Subpart D of this part also include
provisions relating to the credits
against the Federal tax for State con-
tributions. (For prior regulations on
similar subject matter, see 26 CFR
(1939) Part 403 (Regulations 107).)

(d) Subpart E. The regulations in Sub-
part E of this part relate to the with-
holding under chapter 24 of the Code of
income tax at source on wages paid
after 1954, regardless of when such
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wages were earned. The regulations in
Subpart E of this part include provi-
sions relating to the definition of
terms applicable in the determination
of the tax under chapter 24 of the Code,
such as ‘“‘employee”’, “‘employer’, and
‘““‘wages’’. (For prior regulations on
similar subject matter, see 26 CFR
(1939) Part 406 (Regulations 120).)

(e) Subpart F. The regulations in Sub-
part F of this part deal with the gen-
eral provisions contained in chapter 25
of the Code, which relate to the em-
ployment taxes imposed by chapters 21
to 24, inclusive, of the Code. (For prior
regulations on the subject matter of
section 3503, see 26 CFR (1939) 411.802
and 408.803 (Regulations 114 and 128, re-
spectively). For prior regulations on
the subject matter of section 3504, see
26 CFR (1939) 406.807 and 408.906 (Regu-
lations 120 and 128, respectively).)

(f) Subpart G. The regulations in Sub-
part G of this part, which are pre-
scribed under selected provisions of
subtitle F of the Code, relate to the
procedural and administrative require-
ments in respect of records, returns,
deposits, payments, and related mat-
ters applicable to the employment
taxes imposed by subtitle C (chapters
21 to 25, inclusive) of the Code. In addi-
tion, the provisions of Subpart G of
this part relate to adjustments and to
claims for refund, credit, or abatement,
made after 1954, in connection with the
employment taxes imposed by subtitle
C of the Internal Revenue Code of 1954,
by chapter 9 of the Internal Revenue
Code of 1939, or by the corresponding
provisions of prior law, but not to any
adjustment reported, or credit taken,
in whole or in part on any return or
supplemental return filed on or before
July 31, 1960. The provisions of Subpart
G of this part also relate to deposits of
taxes imposed by subchapter B of chap-
ter 9 of the 1939 Code or by correspond-
ing provisions of prior law with respect
to compensation paid after 1954 for
services rendered before 1955. For other
administrative provisions which have
application to the employment taxes
imposed by subtitle C of the Code, see
Part 301 of this chapter (Regulations
on Procedure and Administration).
(The administrative and procedural
regulations applicable with respect to a
particular employment tax for a prior
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period were combined with the sub-
stantive regulations relating to such
tax for such period. For the regulations
applicable to the respective taxes for
prior periods, see paragraphs (a), (b),
(c), and (d) of this section.) Subpart G
of this part also provides rules relating
to the deposit of other taxes by elec-
tronic funds transfer.

[T.D. 6516, 25 FR 13032, Dec. 20, 1960, as
amended by T.D. 6744, 29 FR 8305, July 2, 1964;
T.D. 8723, 62 FR 37493, July 14, 1997]

§31.0-4 Extent to which the regula-
tions in this part supersede prior
regulations.

The regulations in this part, with re-
spect to the subject matter within the
scope thereof, supersede 25 CFR (1939)
Parts 403, 406, 408, and 411 (Regulations
107, 120, 128, and 114, respectively). The
Regulation on Monthly Returns and
Payment of Employment Taxes (23 FR
5006) are also superseded.

Subpart B—Federal Insurance
Contributions Act (Chapter 21,
Internal Revenue Code of
1954)

TAX ON EMPLOYEES

§31.3101-1 Measure of employee tax.

The employee tax is measured by the
amount of wages received after 1954
with respect to employment after 1936.
See §31.3121(a)-1, relating to wages; and
§§31.3121(b)-1 to 31.3121(b)-4, inclusive,
relating to employment. For provisions
relating to the time of receipt of
wages, see §31.3121(a)-2.

[T.D. 6744, 29 FR 8305, July 2, 1964]

§31.3101-2 Rates and computation of
employee tax.

(a) Old-age, survivors, and disability in-
surance. The rates of employee tax for
old-age, survivors, and disability insur-
ance with respect to wages received in

calendar years after 1954 are as follows:
Calendar year Percent

1955 and 1956 .... 2

1957 and 1958 2.25
1959 ..l 25
1960 and 1961 3
1962 ..o 3.125
1963 to 1965, b 3.625
1966 .... 3.85
1967 ... 3.9

§31.3102-1

Calendar year Percent
1968 3.8
1969 and 1970 4.2
1971 and 1972 4.6
1973 . 4.85
1974 to 2010, both inclusive .... 4.95
2011 and subsequent calendar years . 5.95

(b) Hospital insurance. The rates of
employee tax for hospital insurance
with respect to wages received in cal-
endar years after 1965 are as follows:

Calendar year Percent

0.35

1967 ... .50
1968 to 1972, both inclusive .60
1973 i 1.0
1974 to 1977, both inclusive 0.90
1978 to 1980, both inclusive 1.10
1981 to 1985, both inclusive .... 1.35
1986 and subsequent calendar years . 1.50

(c) Computation of employee tax. The
employee tax is computed by applying
to the wages received by the employee
the rate in effect at the time such
wages are received.

Example. In 1972, employee A performed for
employer X services which constituted em-
ployment (see §31.3121(b)-2). In 1973 A re-
ceives from X $1,000 as remuneration for such
services. The tax is payable at the 5.85 per-
cent rate (4.85 percent plus 1.0 percent) in ef-
fect for the calendar year 1973 (the year in
which the wages are received) and not at the
5.2 percent rate which was in effect for the
calendar year 1972 (the year in which the
services were performed).

[T.D. 7374, 40 FR 30947, July 24, 1975]

§31.3101-3 When
taches.

The employee tax attaches at the
time that the wages are received by the
employee. For provisions relating to
the time of such receipt, see
§31.3121(a)-2.

employee tax at-

§31.3102-1 Collection of, and liability
for, employee tax; in general.

(a) The employer shall collect from
each of his employees the employee tax
with respect to wages for employment
performed for the employer by the em-
ployee. The employer shall make the
collection by deducting or causing to
be deducted the amount of the em-
ployee tax from such wages as and
when paid. (For provisions relating to
the time of such payment, see
§31.3121(a)-2.) The employer is required
to collect the tax, notwithstanding the
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wages are paid in something other than
money, and to pay over the tax in
money. (As to the exclusion from
wages of remuneration paid in any me-
dium other than cash for certain types
of services, see §31.3121(a)(7)-1, relating
to such remuneration paid for service
not in the course of the employer’s
trade or business or for domestic serv-
ice in a private home of the employer;
and §31.3121(a)(8)-1, relating to such re-
muneration paid for agricultural
labor.) For provisions relating to the
collection of, and liability for, em-
ployee tax in respect of tips, see
§31.3102-3.

(b) The employer is permitted, but
not required, to deduct amounts equiv-
alent to employee tax from payments
to an employee of cash remuneration
to which the sections referred to in
this paragraph are applicable prior to
the time that the sum of such pay-
ments equals:

(1) $50 in the calendar quarter, for
service not in the course of the employ-
er’s trade or business, to which
§31.3121(a)(7)-1 is applicable; or

(2) $50 in the calendar quarter, for do-
mestic service in a private home of the
employer, to which §31.3121(a)(7)-1 is
applicable; or

(3) (i) $100 in the calendar year 1955 or
1956, for agricultural labor, to which
§31.3121(a)(8)-1 is applicable; or

(ii) $150 in any calendar year after
1956, for agricultural labor, to which
§31.3121(a)(8)-1 is applicable, but only
to the extent that such payments are
made prior to the twentieth day in
such calendar year on which the em-
ployee has performed such agricultural
labor for the employer for cash remu-
neration computed on a time basis; or

(4) $50 in the calendar quarter, for
service performed as a home worker, to
which §31.3121(a)(10)-1 is applicable.

At such time as the sum of the cash
payments in the calendar quarter or
the calendar year, as the case may be,
for a type of service referred to in this
paragraph equals or exceeds the
amount specified, the employer is re-
quired to collect from the employee
any amount of employee tax not pre-
viously deducted. Further, at such
time in any calendar year after 1956 as
the employee has performed agricul-
tural labor for the employer on 20 days
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during such year for cash remuneration
computed on a time basis, the em-
ployer is required, regardless of the
amount of remuneration paid by him
to the employee in the calendar year,
to collect from the employee any
amount of employee tax not previously
deducted. If an employer pays cash re-
muneration to an employee for two or
more of the types of service referred to
in this paragraph, the provisions of
this paragraph are to be applied sepa-
rately to the amount of remuneration
attributable to each type of service.
For provisions relating to the repay-
ment to an employee, or other disposi-
tion, of amounts deducted from an em-
ployee’s remuneration in excess of the
correct amount of employee tax, see
§31.6413(a)-1. The application of this
paragraph may be illustrated by the
following examples:

Example 1. In the calendar year 1957 em-
ployer X makes several payments of cash re-
muneration to employee A for agricultural
labor which constitutes employment. In
March employee A works on some part of
each of 8 days for which employer X makes
his first payment of such cash remuneration
to A in the amount of $40. X deducts 90 cents
(2Ys percent of $40) as an amount equivalent
to employee tax. In June A works 5 days for
which X makes his sec