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Interest Free Adjustments for Employment Tax on Back Wages

You have inquired whether I.R.C. § 6205 would apply to
situations where various federal agencies exercise their
authority to determine that employers owe back wages to their
employees. You have advised that agencies which have such
authority include the Department of Labor (Fair Labor Standards
Act), General Accounting Office (Davis-Bacon Act), National Labor
Relations Board (Labor-Management Relation Act) and the
Department of Housing and Urban Development.

As explained above, employment tax on back wages is due at
the time such wages are paid to the employee. Thus, in
situations where federal agencies collect back wages from
employers, if the employer timely pays and reports the employment
tax with respect to the back wages on the quarterly return due
for the quarter during which the money was turned over to the
Department of Labor or other federal agency, there will be no
interest, because the employment tax will have been paid when
due.

However, if the employer makes an error and fails to report
or pay the full amount of employment tax due on back wages by the
due date of the return for the quarter in which such back wages
were turned over to the government, interest will generally
accrue from the day after the due date of such return, unless the
employer is eligible for an interest-free adjustment under the
provisions of section 6205 described above.

The attorney assigned to this matter is Lynne Camillo. She
--------~c4a~n~b·e_.eachedat (202) 622-6040.
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