
15364 RU LES A N D  REGU LA T IO N S

in g  am endm ent of T itle 10, Chapter I, 
Part 40, Code of Federal R egulations, is  

published as a docum ent subject to  codi­
fication to be effective th irty  (30) days 

after publication in  th e F e d e r a l  R e g i s ­

t e r .
Section 40.13(c) (2) is  am ended to read  

as follows:

§ 4 0 .1 3  U n i m p o r t a n t  q u a n titie s  o f  

so u rce  m ateria ls  

* * * * *

(C) * * *
(2) Source m aterial contained in  the  

follow ing products: (i) glazed ceram ic  

tableware, provided th a t th e glaze con ­
ta in s not more than  20 percent by w eight 

source m aterial; (ii) glassware, glass 
enam el and glass enam el fr it containing  

n ot more th an  10 percent by w eight 

source m aterial; but n ot including com ­
m ercially m anufactured glass brick, pane  

glass, ceram ic tile or other glass, glass  

enam el or ceram ic used in  construction; 
* * * * *

(Sec. 161, 68 S tat. 948; 42 U.S.C. 2201. In ter ­
pret or apply sec. 62, 68 Stat. 932; 42 U.S.C. 
2092)

D ated a t  W ashington, D.C., th is 2d 

day of Novem ber 1964.

For the Atom ic Energy Commission.

W .B .M c C o o l , 
S ecre ta ry  to  th e  C om m ission .

[F.R. Doc. 64-11647; Filed, Nov. 16, 1964;
8:45 a.m .]

T it le  1 9 - CU ST O M S D UTIES
Ch a p t e r  I— Bu reau  o f  Cu st o m s, D e ­

p ar t m en t  o f  t he T re asu ry  

[T JX  56302]

PA RT 1— CU STO M S D ISTRICTS, PO RTS, 
A N D  STA TIO N S

Cu st o m s St at ion  a t  H o g an sb u rg , N .Y .; 
Su p erv isio n

T he Custom s station  a t Hogansburg, 
New York, form erly under th e  supervi­
sion of th e  port of entry of R oose-  

veltow n, New York, has, since th e  revo ­
cation  of th e  port o f entry of R oose- 

veltown and th e designation of th e  port 

of entry of M assena, N.Y., by Treasury  

D ecision 54834 (24 F.R. 3109), been u n ­
der the supervision of th e  port- of M as­
sena. To reflect th is  change, § 1.2(d) is  

hereby am ended by substituting “M as­
sen a” for “Rooseveltown” in  th e  colum n  

headed “Port of Entry having supervi­
sion” for Hogansburg, New York, in  D is ­
tr ict No. 7.
(R.S. 161, as am ended 251; 5 U.S.C. 22, 19 

U.S.C. 66)

[ s e a l ] Le s t e r  D. J o h n s o n ,
A ctin g  C om m issio n er o f C usto m s.

Approved: November 9,1964.

J a m e s  P o m e r o y  H e Nd r i c k ,

A ctin g  A ss is ta n t S ecre ta ry  

o f th e  T reasu ry.

[F.R. Doc. 64-11680; Filed, Nov. 16, 1964; 
8:48  a.m .]

T it le  2 1 — FOOD AND DRUGS
Ch a p t e r  I— Fo o d  a n d  D rug  A d m in is­

t rat io n , D ep ar t m en t  o f  H ea lt h , Ed u ­
ca t io n , a n d  W e lf a r e

PA RT 3 — STA TEM EN TS O F G EN ERA L 

PO LICY O R IN TERPRETA TIO N

A m in o p y r in e  o r D ip yro n e  D rug  Prep ­
a ra t io n s f o r  H u m an  U se ; D irect io ns 

a n d  W a rn in g s

Pursuant to th e  provisions of the Fed ­
eral Food, Drug, and Cosm etic A ct (secs. 
5 0 2(f), 701(a ), 52 S tat. 1051, 1055; 21 

U.S.C. 3 5 2 (f), 3 7 1 (a )) , and under th e  

authority delegated to th e  Com missioner  

of Food and Drugs by the Secretary of 

H ealth, Education, and W elfare (21 CFR 

2.90; 29 F.R. 471), P art 3 is am ended by 

adding thereto a new section  as follows:

§ 3 .4 4  A m in o p y r in e  o r  d ip y ro n e  d ru g  

p rep a ra tio n s fo r  h u m a n  u s e ;  d irec ­
t io n s  a n d  w arn in gs.

(a) Because of th e increasing num ber 

of reports o f fa ta l agranulocytosis asso ­
c iated  w ith  th e use of am inopyrine (4- 
dim ethylam ino -  2 ,3 -d im eth y l-l-p h en yl-  

3-pyrazolin-5-one) and dipyrone (1- 
phenyl -  2,3 -  d im ethyl - 5-pyrazolone-4- 

m ethylam inom ethanesulfonate sod iu m ), 
th e  Com m issioner of Food and Drugs 

convened an  ad hoc C om m ittee on  Am i­
nopyrine and Dipyrone. T he mem bers 

of th e com m ittee consisted of authorities 

in  th e  fields of hem atology, internal 
m edicine, neurology, pediatrics, and  

pharm acology. T his com m ittee consid ­
ered th e questions of safety  and effective ­
ness of am inopyrine and dipyrone and  

reported its  findings and recom m enda ­
tions to  th e Com m issioner of Food and  

Drugs. Copies of th e com m ittee’s report 

and recom m endations are available upon  

request, directed to th e  Office of Public  
Inform ation, Food and Drug Adm inistra ­
tion , W ashington, D.C., 20204. T he com ­
m ittee found:

(1) Am inopyrine and dipyrone, a de ­
rivative of am inopyrine, are capable of 

causing and have caused fa ta l agranulo ­
cytosis.

(2) R elatively  sm all am ounts of these  

drugs given interm ittently  over a  period  

of tim e, as well as regular and continued  

adm inistration, can  precip itate th e  re ­
action of agranulocytosis.

(3) In  m ost instances, other an ti ­
pyretics and analgesics th a t are m uch  

safer should  be used in  preference to  

am inopyrine or dipyrone.
(4) T he only  conditions in  w hich am i­

nopyrine or dipyrone are known to be 

possibly indicated are febrile convulsions  

in  children, where a  parenteral an ti ­
pyretic m ay be needed, and in  rare in ­
stances of H odgkin’s disease and sim ilar  

m alignant diseases in  w hich th e fever  

cannot be controlled by any other m eans.
(b) T he com m ittee sum m arized its  

recom m endations as follows:

1. I t  is recom m ended th a t am inopyrine and  

dipyrone for th e  present b e retained  o n  th e  

m arket, b u t th a t  th e  fo llow ing sta tem en ts  
be included in  th e  labeling  o f th e  drugs :

A ll brochures, m ailin g  pieces, d eta il pieces, 
advertising, and other labeling should  con ­
ta in  th e  fo llow ing paragraphs, in  th is order-

W arn in g—THIS DRUG MAY CAUSE FATAL 

AGRANULOCYTOSIS. (T his should  im m e­
d iately  fo llow  th e  nam e o f th e  drug.)

C au tion — T his drug should  be used only in  

th ose  con d ition s in  w h ich  i t  is  specifically  

in d icated  and  in  w h ich  other less toxic drugs 
have proved ineffective or are n o t tolerated. 
The p o ten tia l benefit accruing from  th e use  

use of th is  drug m u st be w eighed against the  
possib ility  o f fa ta l agranulocytosis.

In d ic a tio n s  fo r  u se . Am inopyrine and am i­
nopyrine derivates (dipyrone preparations) 
sh ou ld  be restricted  for u se in  serious or life- 
th reaten in g  situ a tion s were salicylates or 

sim ilar drugs are know n to  be ineffective or 

are contraindicated  or n o t tolerated.
D u ra tio n  o f  a d m in is tra tio n . F ata l agranu ­

locytosis has been reported after short-term  
use, in term itten t use, and after long-term  

adm inistration . Therefore, th e  u se of these 
agents should  be as brief as possib le.

P reca u tio n s. F requent w h ite  blood cell 
and differential cou n ts sh ou ld  be carried out. 
However, i t  is  em phasized th a t  agranu ­
locytosis m ay occur precipitously  w ith ou t  

prior warning. T he drug should  be dis ­
con tin u ed  a t  th e  first evidence o f any altera­
t io n  o f th e  blood cou n t or sign  o f agranu ­
locytosis, |  an d  th e  p a tien t should  be 

in stru cted  to  d iscon tin u e u se o f th e  drug at 
th e  first in d ication  o f sore th roa t or sign  of 

other in fection  in  th e  m o u th  or th roat (pain, 
sw elling, tenderness, u lcera tio n ).

Dosage. A dults: T he u su a l antipyretic  

dose should  n o t exceed % to  1 gram  per 
dose, nor should  m ore th a n  3 g r a m s  total 
daily dosage be used. I f  th e  desired effect 

is  n o t achieved w ith in  a  very few  days, 
use o f th e  drug sh ou ld  b e d iscontinued .

Children: 250 to  500 m illigram s per dose, 
repeated in  3 to  4 hours i f  necessary. Use 

o f th e  drug should  be as b rief as possible.
2. I t  is  recom m ended th a t  every effort be 

m ade through educational m edia to  em pha­
size th e  id en tica l n ature o f am inopyrine and 

dipyrone insofar as tox icity  is  concerned.
3. I t  is  further recom m ended th a t the  

official nam e o f  dipyrone be changed to 

am inopyrinesu lfonate sodium , if  possible. 
T he purpose o f th is is to  achieve th e  objec­
tive  o f Item  2 above.

4. T h e com m ittee  suggests th a t  th e  panel 
be recalled  by th e  Com m issioner o f th e  Food 

and Drug A dm inistration w ith in  approxi­
m ately  on e year after th ese  recom m endations 

have been  fu lly  im plem ented. The purpose 

o f su ch  a m eetin g  w ould  b e to  ascertain  

w hether th e  u se o f dipyrone and am inopy ­
rine and th e  cases o f fa ta l agranulocytosis as­
sociated  w ith  th e  u se o f  th ese  drugs had been 

noticeab ly  reduced by th e  m ethod proposed. 
I f  th e  recom m ended lab elin g  changes do not 

have th e  desired effect, o th er recom m enda­
tion s w ould  need to  be considered a t  that 
tim e.

(c) T he com m ittee also decided that 

a letter should  be sent to  a ll physicians  

to  rem ind them  of th e  close similarity  

and toxicity  of am inopyrine and .di­
pyrone.

(d) On th e basis o f th e  available 

evidence, including th e findings and 

recom m endations of th e com m ittee, the 

Com m issioner of Food and Drugs finds 

and determ ines w ith  respect to  any 
drug preparation intended for adm in ­
istration  to m an th a t contains am ino­
pyrine or d ipyrone:

(1) Such drugs are unsafe and are 

regarded as m isbranded w ith in  the  

m eaning of section  502(f) (1) and (2) 
and section  502(j) o f th e  Federal Food,
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Drug, and Cosm etic Act w hen labeled or 

advertised for routine use as antipyretics  

or analgesics.
(2) Regulatory proceedings m ay be 

initiated w ith regard to th e  continued  

marketing of any spch preparations w ith  

labeling or advertising offering such  

drugs for routine use as antipyretics or 

analgesics.
(3) Such preparations m ay be ap ­

proved as safe and effective for m arket ­
ing on the basis of new-drug applications 

containing labeling to th e follow ing  

effect, which labeling differs substantially  

from the labeling th a t h as been com ­
monly employed for m any years in  th e  

marketing of such drugs:
(i) The label and labeling of th e  drug 

contains prom inently and conspicuously, 
immediately follow ing th e trade nam e of 

the drug, w ithout any intervening  

written, printed or graphic m atter, the  

following:
(a) A quantitative declaration of the  

aminopyrine content; or
(b) A quantitative declaration of th e  

dipyrone content w ith  th e nam e “di-  
pyrone” followed im m ediately and con ­
spicuously in  parentheses by th e declara ­
tion “aminopyrine derivative” ; and

(e) The statem ent “W arning:— This  

drug may cause fa ta l agranulocytosis.”
(ii) Labeling on or w ith in  th e  package  

from which the drug is to  be dispensed  

and any other labeling for th e  drug th at  

furnishes or purports to  furnish in form a ­
tion for use, or which prescribes, recom ­
mends, or suggests a dosage for th e use  

of the drug, bears, in  addition to  th e  

information required in  th is subpara ­
graph, inform ation to th e following  
effects ^

WARNING— THIS DRUG MAY CAUSE 

FATAL AGRANULOCYTOSIS.
CAUTION: T his drug should  be used on ly  

in those conditions in  w hich  i t  is  specifically  

indicated and in  w hich  other less tox ic  drugs 

have proved ineffective or are n o t tolerated. 
The potentia l benefit accruing from, th e  u se  

of th is drug m u st be weighed against th e  
possibility of fata l agranulocytosis.

Indications for use. A m inopyrine and  

aminopyrine derivatives (d ipyrone prepa ­
rations) should be restricted  to  u se for  

their antipyretic effect in  serious or life -  

threatening situ ation s where salicylates or 

similar drugs are know n to  be ineffective or 

are contraindicated or n o t tolerated.
Duration of administration. F atal agran ­

ulocytosis has been reported after sh ort ­
term use, in term itten t use, and after lon g ­
term adm inistration. Thereforfe, th e  use of 

these agents should  be as brief as possib le.
Precautions. Frequent w h ite  blood cell 

and differential counts should  be carried out. 
However, it  is em phasized th a t agranulocy ­
tosis may occur precip itously w ith ou t prior 

warning. The drug should  be d iscontinued  

at the first evidence of any alteration  o f th e  

blood count .or sign o f agranulocytosis, and  

the patient should be instructed  to  d iscon- 

mue use of th e  drug a t th e  first in d ication  
or sore throat or sign  o f other in fection  in  

he m outh or throat (pain, sw elling, tender ­
ness, u lceration ).

Dosage. Adults: The usual antipyretic  

ose should n ot exceed y2 to  1 gram per dose, 
nor should more th a n  3 grams to ta l daily  

a e used. If th e  desired effect is  n o t  
hieved w ith in  a very few  days, use o f th e  

hrug should be d iscontinued.
bildren: 250 to  500 m illigram s per dose, 

epeated in  3 to  4 hours if  necessary. Use 

oi the drug should  be as brief as possib le .

(4) A new -drug application for such  

a preparation should include a com m it ­
m ent th a t all advertising for th e  drug 

w ill bear th e  inform ation required by 

subparagraph (3) (i) of th is  paragraph, 
and th at any advertisem ent th at pro ­
vides any inform ation regarding ind i­
cations or dosage recom m endations will 
include the inform ation required to ap ­
pear in  the package labeling by sub- 

paragraph (3) (ii) of th is  paragraph and  

w ill n ot recom m end or suggest use of the  

drug under any other conditions.
(5) A new -drug application w ill be 

regarded as approvable if  it  contains  
satisfactory inform ation of the kinds 

required by item s 2, 3, 4, 6, 7 and 9 of 

th e néw -drug application form  contained  

in  § 130.4(c) of th is chapter.
(6) Regulatory proceedings m ay be 

in itiated  w ith  regard to th e  in terstate  

sh ipm ent of any such preparations la ­
beled . or advertised contrary to  th is  

statem ent of policy.
(7) No regulatory proceedings w ill be 

in itia ted  w ith regard to th e continued  
m arketing of preparations of am ino ­
pyrine or dipyrone under labeling and  

advertising com plying w ith  th is section; 

P ro vid ed , T h at w ith in  90 days from  th e  

date o f  publication of th is statem ent of 

policy in  the F e d e r a l  R e g i s t e r :

(i) T he m anufacturer, packer, or d is ­
tributor of th e drug subm its a sa tisfac ­
tory new -drug application covering the  

m arketing of the article in  accord w ith  
th is  section; and

(ii) T he applicant, starting from  th e  

th irtieth  day after publication of th is  

statem en t in  th e F e d e r a l  R e g i s t e r , 

m aintains records and subm its reports 

in  com pliance w ith th e provisions of 
§ 130.13 of th is chapter, including reports 

w ith in  intervals of 3 m onths during the  

first year; 6 m onths during th e  second  

year; and a t yearly intervals thereafter.
(Secs. 5 0 2 (f) , ( j ) ,  701(a); 52 Stat. 1051,1055; 
21 U.S.C. 3 5 2 (f), ( j ) ,  3 71 (a ))

Dated: November 10,1964.

G e o . P . La r r i c k ,
C om m issio n er o f Food a n d  Drugs.

[F.R. Doc. 64-11645; F iled , Nov. 16, 1964;
8:45 a.m.]

T it le  2 4 — HOUSING AND 
HOUSING CRED IT

Ch a p t e r  II— - Fe d e ra l  H o u sin g  A d ­
m in ist rat io n , H o u sin g  a n d  H om e 

Fin a n ce  A g en cy

SU BCH A PT ER  A — G EN ER A L

PART 2 0 0 — IN T RO D U CTIO N

Su b p art  D— D ele g a t io n s o f  Basic 

A ut h o rit y  a n d  Fu nct io n s

A s s i s t a n t  Co m m i s s i o n e r -C o m p t r o l l e r  

a n d  D e p u t y , a n d  F i n a n c e  Co m m i t t e e

In  § 200.77 paragraph (h) is am ended  
to  read as follows:

§ 2 0 0 .7 7  A ssistan t C o m m ission er-C om p ­
troller. an d  D ep u ty .

*  *  *  *  #

(h) (1) To subm it to th e Treasury D e ­
partm ent authorizations for:

(1) Investm ent of m oneys held  in  the  

various insurance funds, n ot needed for 

th e current operations of th e FHA, in  

bonds or other obligations of th e U nited  

States, or in  bonds or other obligations 

guaranteed as to principal and in terest 

by th e U nited States, and
(ii) The redem ption or sale of invest ­

m ents in  bonds or other obligations of 

th e U nited States, or in  bonds or other  

obligations guaranteed as to principal 
and in terest by th e U nited States, rep ­
resenting undisbursed m ortgage pro ­
ceeds relating to m ultifam ily m ortgages 

assigned to the Cpmmissioner; and
(2) To recom m end liquidation of in ­

vestm ents and redem ption of debentures, 
to execute assignm ents in  connection  
w ith  th e redem ption of debentures held  

for the account of the insurance funds  

of the FHA, and to m aintain  liaison w ith  

th e Treasury D epartm ent in  the execu ­
tion of fiscal proposals.

* # * * *
In  § 200.90 paragraph (b )(1 ) is  re ­

voked as follows:

§ 2 0 0 .9 0  F in a n ce  C om m ittee .
*  *  *  *  *  '

(b) F u n ction s. * * *
(1) [Revoked]

* * * * *
(Sec. 2, 48 S tat. 1246, as am ended; sec. 211, 
52 Stat. 23, as am ended; sec. 607, 55 S tat. 61, 
as am ended; sec. 712, 62 S tat. 1281, as am end ­
ed; sec. 907, 65 S tat. 301, as am ended; sec. 
807, 69 S tat. 651, as am ended; 12 U.S.C. 1703, 
1715b, 1742, 1747k, 1748f, 1750f)

Issued at W ashington, D.C., November 
12y 1964.

P h i l i p  J . M a l o n e y , , 
A ctin g  F ederal H ousing C om m issio n er .
[F.R. Doc. 64-11688; F iled , Nov. 16, 1961;

8:48 a.m.]

T it le  2 6 - IN T ER N A L REVEN UE
Ch a p t e r  I— In t e rn a l Rev en u e  Serv ice , 

D ep art m en t  o f  t he T reasu ry

SU BCH A PT ER  A — I N CO M E T A X  

[T.D. 6770]

PA RT 1— IN CO M E T A X ; T A X A BLE 

YEA RS BEGI N N IN G A FT ER D ECEM ­
BER 3 1 , 1 9 5 3

Trea t m en t  o f  A m o u n t s Re ce iv ed  U n d er 

W a g e  Co n t in u a t io n  Plan s

On June 30, 1964, notice of proposed 

rule m aking regarding th e Incom e Tax- 

R egulations (26 CFR Part 1) under sec ­
tions 72 and 105 of th e Internal Revenue  

Code of 1954 to  reflect th e  am endm ent 

m ade by section 205 of th e  R evenue Act 

o f 1964 (Public Law 88-272, 78 S tat. 38) 

and to m ake certain  other changes, was 

published in  th e F e d e r a l  R e g i s t e r  (29 

F.R. 8223). A fter consideration of all 
such relevant m atter as was presented  

by interested persons regarding the rules 

proposed, th e  am endm ents to  th e regu ­
lations as so propose^  are hereby  

adopted, subject to  the changes set forth  

in  paragraphs 1 and 2 below. Para ­
graph 4 of th is Treasury decision am ends 

th e  Incom e T ax R egulations to reflect 

th e am endm ent to section 512 o f the
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Internal Revenue Code of 1954 m ade by 

th e  Act of July  17, 1964 (Public Law  

88-380,78 Stat. 333).
P a r a g r a ph  1. Section  1.105 as se t forth  

In paragraph 2 of th e  notice of proposed 

rule m aking, is am ended by revising th e  

historical note.
P a r . 2. Section 1.105-4 as set forth in  

paragraph 3 of the notice of proposed  

rule m aking, is  am ended by revising sub- 

paragraphs (5) and (6) (iv) of paragraph
( e )  , exam ples (1) and (2) o f paragraph
( f ) (2 ), and by adding exam ple (3) to  

paragraph (f) (2 ).
P a r . 3. S ection  1.512(b) is  am ended by 

adding a new paragraph (14) a t the end  

o f section 512(b) and by revising the  

historical note.

[ s e a l ] B e r t r a n d  M. H a r d in g ,
A ctin g  C om m issio ner  

of In te rn a l R even u e.

Approved: November 9,1964.

S t a n l e y  S. S u r r e y ,
t A ss is ta n t S ecre ta ry  

of th e  Treasu ry .

In  order to  conform  the Incom e Tax  

R egulations (26 CFR Part 1) under sec ­
tions 72 and 105 of th e Internal Revenue  

Code of 1954 to  section  205 of th e  R ev ­
enue A ct of 1964 (Public Law 88-272, 
78 Stat. 38 ), and to m ake certain other  

changes, such  regulations are am ended  

a s follows:
P a r a g r a ph  1. Paragraph (c) (1) and  

exam ples (1) and (2) of paragraph (f) 

of § 1.72-15 are am ended to read as 

follow s:

§  1 .7 2 - 1 5  A p p lica b ility  o f  sec t io n  7 2  to  

a cc id en t or  h e a lth  p la n s .

*  *  *  *  *

(c) A ccid en t or h ea lth  ben efits  a t ­
tr ib u ta b le  to  em ployee con tribu tion s. 
(1) I f  a plan to w hich th is section  ap ­
p lies provides th a t any portion of th e  

accident or h ea lth  benefits is  attribut ­
able to  th e  contributions of th e  em ­
ployee to such plan, then  such portion of 

such benefits is excludable from  gross 

incom e under section 104(a) (3% and  

paragraph (d) o f § 1.104-1. N either  

section  72 nor section  105 applies to any  

accident or h ealth  benefits (whether  

paid  before or after retirem ent) attribut ­
able to  contributions of th e  employee. 
Since such portion is excludable under  

section  1 0 4 (a )(3 ), such portion is n ot  

subject to  th e  dollar lim itation  of sec ­
tion  105(d) and if  such portion is pay ­
able after the retirem ent of the em ployee, 
i t  is excludable w ithout regard to  the  

provisions of § 1.105-4 and section 72.
* * * * *

(f) E xam ples. * * *

Example  ( I ) .  A, an  em ployee, is a par­
t ic ip an t in  a contributory pension  p lan  de ­
scribed in  section  401(a) and exem pt under  
section  5 01 (a ). Such plan provides for th e  

paym ent of a pension to  e a c h . participant 

w hen he retires a t age 65 or w hen h e retires  

earlier if  th e  retirem ent is due to  perm anent 
and to ta l d isab ility . In  1964, A, w ho was 

age 52, becam e to ta lly  and perm anently  d is ­
abled because of an  injury, was hospitalized , 
and com m enced to  receive a pension of $74 a 

week under th is  plan. The weekly am ounts  

received by A do n o t exceed 75 percent o f 
h is  “regular w eekly rate o f w ages” under  

section  105(d ). A had contributed $11,500 

to  th e  plan. T he p lan  does n o t expressly

provide th a t any portion of th e  d isab ility  
pension  is purchased w ith  em ployee con ­
trib u tion s. Accordingly, i t  is presum ed th a t  

n o  portion o f th e  d isab ility  pension  is pur ­
chased w ith  A’s contributions. T he d is ­
ab ility  p ension  w hich  A receives qualifies as 

paym ents -under a wage con tin u ation  p lan  

for purposes o f section  105(d) Rnd § 1.105-4, 
and if  su ch  paym ents are th e only accident 

or h ea lth  benefits w hich  are attributab le  
to  th e  con trib u tion s of h is  em ployer, su ch  

paym ents are entirely  excludable under sec ­
t ion  105(d) u n til A reaches age 65, h is  nor­
m al retirem ent age under th e  p lan. The  
paym ents w hich  A receives after h e becom es  

age 65 are taxable under section  72. The  
paym ents w h ich  A receives do con stitu te  an  

an n u ity  as defined in  paragraph (b) o f 
|  1.72-2, b u t since th e  am ounts w hich he  

w ill receive during th e  first three years after  
atta in in g  age 65 exceed h is  contributions, 
h e  sh a ll exclude under §1.72-13 the^ entire  
am ou n t o f a ll paym ents th a t h e receives as 

an  an n u ity  after a tta in in g  age 65 u n til such  
am ounts equal h is  contributions to  th e  plan, 
or $11,500. T hereafter, th e  paym ents th a t  

he receives under th e  p lan  are includ ib le in  

gross incom e.
Example (2 ) . B, an em ployee, is  a partic ­

ip an t in  a  contributory profit-sharing p lan  

described in  section  401(a) and exem pt u n ­
der section  5 0 1 (a ). Su ch  plan  provides th at, 
in  th e  even t a participant is  absent frohx 
work because o f a personal In jury or sickness, 
h e w ill be paid  $125 a week o u t o f h is account 
in  such  plan. S u ch  w eekly am ount does n ot  

exceed 75 p ercent o f B ’s “regular w eekly rate  

of w ages” under section  105 (d ). Any  
am ou n t stan d in g to  th e  accou n t of a  par­
t ic ip an t a t th e  tim e  of h is  separation from  

service w ill be paid  to  h im  a t su ch  tim e. 
D uring 1964, B incurred a personal injury, 
was hospitalized , and as a resu lt was absent  
from  work for n in e weeks. He received n in e  

w eekly paym ents o f $125, or a to ta l o f $1,125, 
on  account o f su ch  absence from  work. A t 

th e  tim e B was injured, h e had  contributed  

$5,000 to  th e  plan. The p lan  d id  n o t ex ­
pressly provide th a t a particip an t’s contribu ­
tion s are to  be used  to  provide for th e  d istr i ­
b u tion s during d isability . Accordingly, it  is  

presum ed th a t  B ’s  con trib u tion s were n o t  
used  to  provide th e  accid en t or h ea lth  bene ­
f its  under th e  plan. S ince th ese w eekly pay ­
m en ts are paid  because of B ’s absence from  
work due to  th e  injury, and since such  pay ­
m en ts are considered as attributab le to  con ­
tr ib u tion s o f h is  em ployer, su ch  paym ents  

are required under section  105(a) to  be in ­
cluded in  B ’s gross incom e except to  th e  ex ­
te n t  th a t th ey  are excludable under section  

105(d ). I f  B receives no other paym ents  
under a wage con tin u ation  p lan  attr ib u tab le  

to  contributions of h is  employer, during th e  
first 30 days in  th e  period o f absence $75 o f  
each weekly paym ent is  excludable from  gross 

Incom e under section  105(d ), b u t $50 o f  
each  w eekly  paym ent is  in clud ib le in  gross 

incom e under section  105 (a ). A m ounts a t ­
tributable to  th e  period o f absence in  excess  

of 30 days are excludable from  gross incom e  

under section  105(d) to  th e  exten t o f $100 
a week and includ ib le in  gross incom e under  

section  105(a) to  th e  ex ten t o f $25 a week. 
The excludable portion of paym ents does n o t  
reduce B ’s in vestm en t in  th e  contract or th e  

am ou n t of prem ium s considered to  have been  
paid  by B fo f  purposes o f any subsequent 

com putations under section  72.
*  *  *  *  *

P a r . 2. Section 1.105 is am ended by re ­
vising subsection (d) of section  105 and  

by adding a historical note. These  

am ended and added provisions read as 

follows :

§ 1 .1 0 5  S ta tu tory  p ro v is io n s; am o u n ts  

rece iv ed  u n d e r  a cc id en t a n d  h e a lth  

p la n s .

Se c . 105. Amounts received under accident 
and health plans. »  *  *

(d ) Wage continuation plans..  Gross in ­
com e does n o t include am ou n ts referred to  

in  sub section  (a) if  su ch  am ounts con stitu te  
wages or. paym ents in  lieu  o f w ages for a 
period during w h ich  th e  em ployee is absent 

from  work on  account o f personal in juries or 
sickness; b u t th is  subsection  sh all n o t apply 

tq  th e  ex ten t th a t su ch  am ou n ts exceed a 
w eekly rate o f $100. The preceding sentence  

shall n o t apply to  am ounts attributable to  
th e  first 30 calendar days in  su ch  period, if  
su ch  am ounts are a t a rate w h ich  exceeds 

75 percent of th e  regular w eekly rate of wages 
of the em ployee (as determ ined under regula ­
tion s prescribed by th e  Secretary or h is  dele ­
g a te ) . I f  am ounts attributab le to  th e  first 
30 calendar days in  su ch  period are a t a rate 

w hich  does n o t exceed 75 percent o f th e  regu ­
lar w eekly rate of wages of th e  em ployee, the  

first sen ten ce o f th is  sub section  (1) shall not 

apply  to  th e ex ten t th a t su ch  am ounts ex ­
ceed a w eekly rate o f $75, and (2) shall 
n o t apply to  am ounts attributab le to  the  

first 7 calendar days in  su ch  period u n less the  
em ployee is hospitalized  on  accou n t of per ­
sonal in juries or sickness for a t least one day 

during su ch  period. If su ch  am ou n ts are not 
paid  on  th e  basis o f a weekly pay period, the  

Secretary or h is delegate sh all by regulations 
prescribe th e  m eth od  of determ in ing the  

w eekly rate a t w h ich  su ch  am ounts are paid.

* * * * *
[Sec. 105 as am ended by sec. 7 (e ) , Self-E m ­
ployed Individuals Tax R etirem ent A ct 1962 

(76 S tat. 829); sec. 205, Rev. Act 1964 (78 

S ta t . 3 8 )]

P a r . 3. Section  1.105-4 is  am ended by 

revising paragraphs (c ) , and (d) (1) ex ­
clusive of exam ples, and by adding new  

paragraphs (e ) , ( f ) ,  and (g ) . These 

am ended and added provisions read as 

follows:

§ 1 .1 0 5 —4  W a g e  c o n tin u a tio n  p la n s .
* * * * •

(c) L im ita tio n  in  th e  case  o f absence  

fro m  w ork  due to  sickn ess fo r  perio ds  

com m en cin g  p r io r  to  J a n u a ry  1, 1964. 
(1) In  th e case of a  period of absence 

from  work on account of sickness com ­
m encing prior to January 1, 1964, the 

exclusion provided by section  105. (d) 

does n ot apply to  am ounts attributable  

to th e  first seven calendar days of each 

such period, unless th e em ployee is hos ­
pitalized on  account of sickness for at 

least one day during th e  period of ab­
sence from  work. T his 7-day rule ap­
plies to each  period of absence from  work 

because of sickness, regardless o f th e  fre ­
quency of such absences or th e closeness 

in  tim e to any prior period of absence 

from  work because of sickness. For ex ­
am ple, em ployee A becom es absent from  

work because of sickness on Friday, Oc­
tober 4,1963, and returns to work on the 

m orning of M onday, October 14, 1963. 
H e suffers a  relapse and again becomes 

absent from  work on  th e afternoon of 

M onday, October 14,1963. A’s return to 

work on th e m orning of M onday, Octo­
ber 14, 1963, term inates th e  first pe ­
riod of absence from  work because of 

sickness, and a new period of absence 

from  work because of sickness begins on 

th e afternoon of M onday, October 14, 
1963. T he 7-day lim itation  does not ap ­
ply if  th e  absence from  work is due to 

personal injury. These rules m ay be 

illustrated by th e follow ing exam ples:  

Example (1 ) . Em ployee C norm ally w orks  

five days (M onday th rou gh  Friday) during  
each w eek. On Saturday, October 5, 1963 (a 

nonw orking d ay ), O becom es sick and as a
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result, he does n o t return to  work u n til  

Thursday, October 17, 1963. The period of 
absence from work due to  sickness com ­
mences on Monday, October 7, 1963, and  
term inates w hen C returns to  work on  

Thursday, October 17, 1963. I f  C is n o t h os ­
pitalized  during such period of absence from  

work, section  105(d) does noc apply to  
am ounts-w hich  C receives under h is em ­
ployer’s wage con tin u ation  plan attributab le  

to the 7-day period com m encing M onday, 
October 7, 1963, and ending Sunday, October 

13, 1963, inclusive.
Exam ple  (2 ) . Employee D incurs a per ­

sonal injury w hich causes h im  to  be absent 
from work two days. His regular wages are 

continued during th is  period in  accordance  
w ith the wage con tin u ation  plan o f h is  em ­
ployer. Since D ’s absence from  work was due  
to a personal injury, rather th an  a sickness, 
the 7-day w aiting period does n o t apply, 
and, subject to th e other requirem ents o f  
section 105(d), D is en titled  to  an exclusion  

with respect to  th e  am ounts received under  
the employer’s p lan attributab le to  th e  2-day  
period of absence.

(2) For th e purpose of starting the  

7-day waiting period, if  the period of ab ­
sence due to sickness com m ences after  

the start of a working day, th e  am ount 

received w ith respect to  th e  portion of 

such day th at th e  em ployee is  absent 

from work shall be considered th e  

amount attributable to th e  first calendar  

day of the period of absence from  work 

due to sickness. : This rule m ay be illus ­
trated by the following exam p le:

Example. Employee E norm ally  works from  
9 a.m. u n til 5:30 p.m. on five days (Monday 
through Friday) during each week. From  

noon on Friday, Septem ber 6, 1963, u n til 
noon on Monday, Septem ber 16, 1963, E is 

absent from work on  account o f sickness  
but is n ot hospitalized a t any tim e during  

this period. Section  105(d) does n o t apply  

to amounts received by E under h is em ploy ­
er’s wage con tin u ation  plan w hich  are attr ib ­
utable to  th e calendar period b egin n in g Sep ­
tember 6, 1963, and ending Septem ber 12, 
1963, inclusive. However, if  the' other re ­
quirements of section  105(d) are m et, E may  
exclude from gross incom e am ounts a ttr ib ­
utable to th e period beginning  Septem ber 13, 
1963, and ending a t noon on Septem ber 16, 
1963, inclusive.

(3) If the absence from  work is  due to  

sickness, the am ount attributable to the  

first seven calendar days of such absence 

includes all am ounts paid for such seven  

calendar days, regardless o f the number  

of work days included in  such seven ca l ­
endar days. For exam ple, if  on one of 

such seven calendar days an  em ployee  

would have worked two 8-hour sh ifts, the  

amount he is paid for th e  two sh ifts is
considered to be an am ount attributable  
to only one calendar day.

(4) An em ployee is considered to be 

hospitalized for one day only if he is  ad ­
mitted to and confined in  a hospital as a 

bed patient for at least one hospital day. 
Entry into a hospital as an  in -an d -ou t  

patient does not constitute hospitaliza ­
tion for purposes of section 105(d ) . The  

same applies to mere entry into th e out ­
patient ward or the em ergency ward of 
a hospital.

(d) Exclusion n o t app licab le  to  th e  
extent th a t am ou n ts exceed a  w eek ly  
rate of $100 fo r periods of absence co m ­
mencing prio r to  J a n u a ry  1, 1964— (1) 

n general. Amounts received under a 

n ^ e^Con înua,^ on attributable to  
periods of absence com m encing before

January 1, 1964, w hich  are n ot exclud ­
able from  gross incom e as being attribu ­
table to contributions of th e  em ployee  

(see § 1.105-1) m ust be included in  gross 

incom e under section  105(d) to  th e ex ­
ten t th a t the • weekly raté of such  

am ounts exceeds $100. Thus, an  em ­
ployee, who receives $50 under h is  em ­
ployer’s wage continuation  p lan  on  

account of h is being absent from  work 

for two days due to a personal injury, 
cannot exclude th e entire $50 under sec ­
tion 105(d) if  the weekly rate of such  

benefits exceeds $100. I f an  em ployee 

receives* paym ents under a wage con ­
tinuation  plan for less than  a full pay  

period, the> excludability of such pay ­
m ents shall be determ ined under sub- 
paragraph (2) of th is paragraph. In  

all other cases, the weekly rate and ex ­
cludability of such paym ents under a 

wage continuation p lan  shall be deter ­
m ined under subparagraph (3) of th is  

paragraph. If, w ith  respect to any pay  

period or\portion  thereof, th e em ployee  

receives am ounts under tw o or more 

wage continuation plans (w hether such  

plans are m aintained by or for the sam e  

em ployer or by different em ployers), th e  

weekly rate and excludability of am ounts 
received under each plan shall be deter ­
m ined under subparagraph (3) of th is  

paragraph and th e weekly rate for pur ­
poses of section 105(d) shall b e th e sum  

of a ll such weekly rates. T his rule m ay  

be illustrated by th e following exam ples: 

* * * * *
(e) L im ita tio n  in  th e  case  of absence  

fro m  w ork  on a ccou n t o f person a l in ju ry  

or sickness fo r  perio d s com m en cin g  a fte r  

D ecem ber 31, 1963. (1) In  th e case of
periods of absence from  work on account 

of sickness or personal injury com ­
m encing after Decem ber 31, 1963, th e  

exclusion provided by section 105(d) does 

n ot apply to am ounts attributable to th e  
first 30 calendar days of each Such 

period, if  such am ounts are a t a rate  

w hich exceeds 75 percent of th e em ­
ployee’s “regular weekly rate of w ages”, 
as determ ined under subparagraph (5) 

of th is paragraph. I f  the am ounts are 

at a rate of 75 percent or less o f th e em ­
ployee’s “regular weekly rate of w ages”, 
the exclusion provided by section 105(d) 

does n o t apply to am ounts attributable to  

th e first 7 calendar days of each  such  

period, unless th e em ployee is h osp ital ­
ized on account of personal injury or 

sickness for a t least one day during the  

period of absence from  work.. T he 7- 

or 30-day w aiting period (whichever is 

applicable) applies to each period of 

absence from  work because of personal 
injury or sickness, regardless o f th e  

frequency of such absences or the close ­
ness in  tim e to any prior period of ab ­
sence from  work because of personal 
injury or sickness. T he w aiting period 

is to be counted by beginning w ith  the  

first work day for w hich th e em ployee  

was absent. These rules m ay be illus ­
trated by the following exam ples :

E xam ple  (1 ) . Em ployee A is absent from  
work because of sickness on Tuesday, Jan u ­
ary 7, 1964, and returns to  work on th e  m orn ­
ing o f Thursday, February 13, 1964. He su f ­
fers a relapse and again  becom es absent from  
work on th e  afternoon o f Thursday, Febru ­
ary 13, 1964. A’s return to  work on th e  

m orning of Thursday, February 13, 1964,

term inates th e  first period o f absence from  

work because of sickness, and a new  period  
of absence from  work because of sickness  
begins on th e  afternoon of Thursday, Feb ­
ruary 13,1964.

E xam ple ( 2 ) .  Employee B norm ally works 
five days (M onday through Friday) during  

each week. On Saturday, January 11, 1964 

(a  nonw orking d ay ), B becom es sick or in ­
jured and as a resu lt he does n ot return to  

work u n til M onday, February 17, 1964. The  
period o f  absence from  work com m ences on  

M onday, January 13, 1964, and term inates  
w hen B returns to  work on M onday, February  

17, 1964. A ssum ing B receives am ou n ts u n ­
der h is em ployer’s wage con tin u ation  p lan  
at a rate exceeding 75 percent of h is  “regular  

w eekly rate of w ages” (as determ ined under  
subparagraph (5) of th is  paragraph), th e  ex ­
c lusion  provided by section  105(d) does n o t  

apply to am ounts B receives under h is em ­
ployer’s wage con tin u ation  plan w h ich  are a t ­
tr ibutable to  th e  30-day period com m encing  
Monday, January 13, 1964, and ending T ues ­
day, February 11, 1964, inclusive. I f B re ­
ceives am ounts under h is  em ployer’s wage 
con tin u ation  p lan a t a rate w hich  is 75 

percent or less o f h is “regular w eekly rate  
of w ages” and he is n o t hosp ita lized  during  
th e  period of absence from  work, th e  ex ­
c lusion  provided by section  105(d) does n ot  

apply to  am ounts B receives w h ich  are a t ­
tr ibutable to  th e  7-day period com m encing  
M onday, January 13, 1964, and en d in g S u n ­
day, January 19,1964, inclusive.

E xam ple ( 3) .  Em ployee C is sick or in ­
curs a personal in jury w h ich  causes h im  to  
be absent from  work for tw o weeks. He re ­
ceives am ounts under h is em ployer’s wage 
con tin u ation  p lan  at a rate w hich  is 75 per ­
cen t or less o f h is “regular weekly rate of 

w ages” (as determ ined under subparagraph  
(5) o f th is  paragraph) an d  is hosp italized  
from  th e  e igh th  through th e  e leventh  day of 

his absence. S ince C was hosp italized  on ac ­
cou n t of personal in jury or sickness for a t  
least one day during th e  period of absence, 
th e  7-day w aiting  period does n ot apply, and, 
su b ject to  th e  other requirem ents of sec-' 
tion  105(d ), C is en titled  to  an exclusion  

w ith  respect to  th e  am ounts received under  

h is em ployer’s p lan  attributab le to  th e  tw o-  
week period of absence. I f  C were receiving  

am ounts under h is em ployer’s wage co n tin u ­
a tion  plan a t a rate exceeding 75 percent of 
h is  “regular w eekly rate o f w ages”, he w ould  

n o t be en titled  to  an exclusion  under section  
105(d ).

(2) For the purpose of starting the 7- 

or 30-day w aiting period, w hichever is  

applicable, if  the period of absence com ­
m ences after the start of a working day, 
the am ount received with respect to the  

portion of such day th at the em ployee  

is absent from  work shall be considered  

an am ount attributable to th e first calen ­
dar day of th e  period of absence from  

work. This rule m ay b^ illustrated by 

the following exam ple:
E xam ple. Em ployee D  norm ally works 

from  9 a.m. u n til 5:30 p.m . on five days 

(M onday through Friday) during each week. 
From  noon  on W ednesday, January 8, 1964, 
u n til noon  on  M onday, February 17, 1964, 
D is absent from  work on account of per ­
sonal injury or sickness b u t is n ot h osp ita l ­
ized  a t any tim e during th is  period. D re ­
ceives am ou n ts under h is em ployer’s wage 

con tin u ation  p lan a t a rate n ot exceeding  
75 percent o f h is  “regular weekly rate of 

w ages” 1 (as determ ined under subparagraph  
(5) o f th is  paragraph). Section  105(d) does  
n ot apply to  am ounts received by D under  

h is  em ployer’s wage con tin u ation  p lan w hich  

are attributab le to  th e  calendar period be ­
g in n in g January 8, 1964, and con tin u in g  

through  January 14, 1964, inclusive. How ­
ever, if  th e  other requirem ents o f section  

105(d) are m et, D m ay exclude from  gross
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incom e am ou n ts attributab le to  th e  re ­
m ainder o f th e  period of absence, ending  

a t noon  on Monday, February 17,1964.

(3) I f  the exclusion is subject to  a 7- 

or 30-calendar-day w aiting period, any  

am ount attributable to such 7- or 30- 
calendar-day w aiting period includes 

all am ounts paid therefor, regardless of 

th e num ber of work days included in  

such 7 or 30 calendar days. For ex ­
am ple, if  5n one of the days included in  

th e  w aiting period, an  em ployee would  
have worked two 8-hour sh ifts, th e  

am ount he is paid for the two sh ifts is  

considered to  be attributable to only  

one calendar day.
(4) A n em ployee is considered to be 

hospitalized for one day only if  he is 

adm itted to and confined in  a hospital 
as a bed patient for a t least one hospital 
day. Entry in to  a hospital as an in -an d -  

ou t-patient does not constitute hospital ­
ization for purposes of section 105(d). 
T he sam e applies to m ere entry into the  

out-p atien t ward or the em ergency ward  

of a hospital.
(5) (i) In  general, th e “regular weekly  

rate of w ages”, for purposes of section  

105(d ), shall be th e  average weekly  

wages paid for th e last four weekly p e ­
riods fa llin g  w ith in  a fu ll pay period or 

fu ll pay periods im m ediately preceding  

th e  com m encem ent of th e  period . of 

absence. I f th e  em ployee w aà  absent 

from  work for three or more norm al 
working days during any such pay p e ­
riod, and the am ount of wages paid for  

such pay period was less th an  the am ount 

of wages paid for th e im m ediately pre ­
ceding pay -period during w hich th e  em ­
ployee was not absent from  work for  

three or more norm al working days, 
th en  th e  am ount of wages paid for the  

weekly period or weekly periods fa lling  

wholly or partly w ith in , th e  pay period  

during w hich each such absence oc ­
curred shall n o t be used in  the deter ­
m ination  of “regular weekly rate of 

w ages”. In  such a  case, there shall be 

substituted th e  am ount of w ages paid  

for the last weekly period or weekly  

periods falling w ithin  the pay period or 

pay periods im m ediately preceding the  

pay period or pay periods in  w hich such  

absence or absences occurred during  

w hich the em ployee was not absent from  

work for three or more normal working 

days.
(a) Ip  order to com pute w ages paid  for  

th e last four weekly periods falling w ith ­
in  a fu ll pay period or fu ll pay periods 

im m ediately  preceding th e com m ence ­
m ent of th e  period of absence, or any_ 

substituted weekly periods therefor, it  

w ill be necessary to  convert the wages 

paid for any pay period other than  a  

weekly pay period in to  a weekly rate or 

weekly rates of paym ent of such wages 

in  accordance w ith th e rules stated  in  

subdivision (iv) o f th is  subparagraph. 
Such weekly rate or weekly rates of 
wage paym ents are th en  used in  deter ­
m in ing the wages for the last four weekly  

periods falling w ithin a fu ll pay-period  

or fu ll pay periods im m ediately preced ­
ing th e com m encem ent of thé period of 

absence, or any substituted weekly  
periods therefor.

(b) If th e em ployee does not have four  
weekly periods fa lling w ithin a  fu ll pay

RU LES A N D  REGU LA TIO N S

period or fu ll pay periods preceding h is  

absence during w hich he was not absent 

from  work for three or more norm al 
working days, th en  the greatest number  

of available weekly periods shall be used, 
consistent w ith the rules set forth  in  th is  
subdivision ( i ) , in  determ ining the “reg ­
ular weekly rate of wages.”

(c) I f the em ployee has been employed  

for a fu ll pay period or more preceding  

his absence, and has worked for th e num ­
ber of days in  a norm al work week, but 

was absent from  work for three or more 

norm al working days during each of the  

pay periods preceding h is absence, then  

th e  “regular weekly rate of wages” sh a ll /  
be determ ined by m ultip lying th e em ­
ployee’s actual wages paid for the total 
number of norm al working days in  the  

pay period im m ediately preceding th e  

em ployee’s absence by th e num ber of  

days th a t the em ployee is expected to  

work in  a norm al work week, and by  

dividing th e product by th e num ber of 

norm al work days in  such pay period  

for w hich wages were paid.
(d) If the em ployee has not been em ­

ployed for a  fu ll pay period preceding  

his absence, and has worked for th e  
num ber of days in  a norm al work week, 
th e  “regular weekly rate of wages’-’- shall 
be determ ined by m ultip lying th e em ­
ployee’s actual wages paid for th e total 
num ber of norm al working days preced ­
ing the em ployee’s absence by th e num ­
ber of days th at th e em ployee is expected  

to work in  a norm al work week, and by  

dividing the product by th e  num ber of 

norm al work days for w hich w ages were 
paid.

(e) I f th e em ployee has n ot worked 
th e  number of days in  a  norm al work 

week, th en  there is no “regular w e e k ly  

rate of wages,” and th e em ployee will 
not be perm itted an exclusion under sec ­
tion  105(d) for am ounts attributable to  

th e first 30 calendar days in  th e  period  
of absence.

( /)  W ages paid by a former* em ployer  

shall not be used in  th e determ ination of  

“regular weekly rate of w ages” as de ­
scribed in  th is subparagraph.

(ii) In  th e  case of a wage continuation  

plan of an  employer under w hich th e  

benefits are com puted as a specified per­
centage of average wages, th e form ula  

for com puting th e  em ployee’s average 

wages included in  the p lan  m ay be used  

(in  lieu of th e  form ula provided in  sub ­
division (i) o f th is  subparagraph) for  

determ ining th e  “regular weekly rate of  

wages” for purposes of section 105(d), if  

under th e  plan—
(a) T he definition of wages does not  

include any item s w hich are n ot con ­
sidered “w ages” as defined in  subdivision
(iii) of th is subparagraph,

(b) T he period for com puting aver ­
age wages is  not less th an  tw enty-eight 

successive calendar days, and does not  

end earlier than  five m onths preceding  

th e  date on w hich the period of absence 

com m ences, and is one in  w hich th e  em ­
ployee was at work at least 35 percent of 

th e norm al working tim e, and
(c) T he period and form ula for com ­

puting average wages are applied uni­
form ly w ith  respect to all em ployees e li ­
gible to  receive benefits under th e  plan.

A plan w ill not fa il to  m eet th e conditions 

of th is subdivision m erely because differ­
en t portions of th e  em ployee’s  wages are 

averaged over different periods for pur­
poses of com puting h is average wages, so 

long as each such period m eets the re ­
quirem ents in  (b) and (c) of th is sub­
division.

(iii) For th e  purpose of determ ining  
“regular weekly rate of w ages” under sub­
division (i) or (ii) of th is  subparagraph, 
whichever is applicable, an  em ployee’s 

wages shall com prise basic salary, fees, 
com m issions, tips, gratuities, overtime, 
and any other type of taxable com pensa ­
tion  w hich is norm ally paid for services. 
However, wages shall not include any 

type of com pensation w hich  is not nor­
m ally paid, such as bonuses and incen ­
tive paym ents. An em ployee’s compem- 
sation, for th e  purpose of determ ining  

h is “regular weekly rate of w ages”, Will 
n ot include any com pensation which is 

n ot currently includible in  gross income. 
For exam ple, an  em ployee’s wages for 

th e  purpose of th is  subdivision shall not 

include deferred com pensation paid by 

th e  em ployer w hich is n ot includible in  

gross incom e until received by th e  em ­
ployee, such as em ployer contributions 

to  a qualified annuity under section  

403(a ), or em ployer contributions to an 

accident or h ealth  p lan  excluded under 
section  106.

(iv) T he follow ing rules shall be used 

to  convert wages for pay periods other 

th an  weekly pay periods in to  weekly 

rates of w age .paym ents to  be used in  

determ ining “regular weekly rate of 

w ages” as described in  subdivision (i) of 

th is subparagraph.
(a) I f  wages are paid  biweekly, the  

weekly rate of wage paym ents shall be 

on e-h a lf o f th e biweekly w ages paid.
(b) I f  th e  em ployee is paid  sem i­

m onthly, th e  weekly rate of wage pay ­
m ents shall be th e  sem im onthly  wages 

paid m ultiplied by 24 and divided by 52.
(c) I f  wages are paid m onthly , the  

weekly rate of wage paym ents sh all be 
th e  m onthly wages paid m ultiplied by 

12 and divided by 52.
(<f) I f  wages are paid  on th e basis of 

a pay period other th an  a period de­
scribed in  (a) through (c) of th is sub­
division, th e  weekly rate of wage pay­
m ents shall be determ ined by ascertain ­
ing th e  annual rate of wage paym ents 

and dividing by 52.
(e) For th e purpose of th is  subpara­

graph, if  separate portions of an  em ­
ployee’s wages are paid on th e  basis of 

different pay periods, th e weekly rate 

or weekly rates o f wage paym ents of each  

portion of wages paid  w ith  respect to 

each pay period shall first be determined  

under th e ru les se t forth  in  (a) through
(d ) of th is subdivision and th e  average 

weekly rate of each portion of wages, 
determ ined in  accordance w ith  th e rules 

set forth in  subdivision (i) of th is sub- 

paragraph, shall be aggregated to  deter­
m ine th e  em ployee’s “regular weekly rate 

o f wages” for purposes of section 105(d).
(v) T he provisions of subdivisions ( i ) . 

(iii) and (iv) of th is  subparagraph may 

be illustrated by th e  follow ing examples:
E xam ple (1) .  Em ployee A Is a  salesm an  

w ho Is paid  a basic salary of $60 per week 
and, in  addition , is paid  com m issions on a
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weekly basis. A becam e ill and did  n o t re­
port for work beginning Monday, February 

17, 1964. For th e  four-w eek period preced ­
ing th e com m encem ent o f th e  period of 
absence, A w as paid  th e  follow ing:

W eek of—
B asic
salary

Com m is ­
sions

T otal
w eek ly
wages

Jan. 20, 1964_____ $60
60

$10
60

$70
noJan. 27, 1964_____

Feb. 3,1964_____ 60 -.30 90
Feb. 10, 1964......... 60 40 100

T ota l 4- 
week

370

A’s wages, under th e  rules set forth  in  su b ­
division (lii)  of th is  subparagraph, con sist  

of basic salary p lu s com m issions. S ince th e  
amount o f A’s  average weekly wages paid  

for the last four weekly periods fa llin g  w ith ­
in the four pay periods im m ediately  preced ­
ing th e com m encem ent o f h is  period o f ab ­
sence from  work is $92.50 ($370-f-4), such  
amount is considered as th e  “regular weekly  

rate of w ages” (as com puted under subdiv i ­
sion (i) o f th is  subparagraph) for purposes  

of section 105(d ).
Exam ple  (2 ) . Assum e, in  exam ple (1 ) ,  

that A norm ally works five days during each  

week (M onday through Friday) and th a t he  

was also absent from  work for any reason  
from M onday, February 3, 1964, through  
Wednesday, February 5, 1964. S ince A w as 

absent from  work for three norm al working  
days during th e  pay period o f February 3, 
1964, and w as paid  a lesser am ou n t o f wages  
for such pay period th an  in  th e  im m ediately  

preceding pay period during w h ich  h e  was 
not absent from  work (w eek o f  January 27), 
the weekly pay period b eginning  January 27, 
1964 is su b stitu ted  for th e  w eekly pay period  

beginning February 3, 1964 in  th e  d éterm i­
nation o f “regular w eekly rate o f w ages” 

(as com puted under subdivision  (i) o f th is  
subparagraph) for purposes o f section  105 

(d). The “regular w eekly rate o f w ages” is  
calculated to  be $97.50, as follow s:

Week of: , T o ta l w ages
February 10_____ y______ $100
January 27 (su b stitu te  for

week o f Feb. 3 ) ______  110
January 27_____________  110
January 20____________  70

390^-4 =  $97.50

Example (3 ) . Em ployee B  is a salesm an  
who is paid a basic salary o f $75 and, in  
addition, is  paid com m issions for sem i­
monthly periods ending on th e  15th day and  
the last day of each m on th . He was ab sen t  

from work on accou n t o f a personal in jury  
beginning Monday, February 17, 1964. He 
was paid th e  follow ing am ounts:

Pay period  ̂ Salary C om m is- T otal wages
sions

Feb. 1-15,1964-.. $75 $60 $135
Jan.16-31 ,1964... 75 50 125

The four weekly periods fa llin g  w ith in  fu ll  

pay periods preceding th e  com m encem ent 
of the period o f absence are th e  weeks begin ­
ning February 9, February 2, January 26, and  

January 19. B ’s wages are converted to  

weekly rates of wage paym ents per pay period  

in accordance with, “the rule set forth  in  sub ­
division (iv) (b) o f th is  subparagraph as 
follows:
From February 1, 1964r-February 15, 1964, 

inclusive:

$135x24=$3240.00 (annual rate)
$3240.00
' 52—-=$62.31 (w eekly rate)

. From January 16-31, in clusive: 

$125x24= $3000 .00  (annual rate)

$3000.00
— — =$57.69 (w eekly rate)

The w eekly rates are th en  used in  determ in ­
in g  th e  wages for four weekly periods fa llin g  

w ith in  th e pay periods im m ediately  pre ­
ceding th e com m encem ent o f B ’s absence. 
B ’s “regular w eekly  rate o f w ages” (as com ­
puted  under subdivision  (i) o f th is  subpara ­
graph) is  calculated  to  be $60.17, as follow s:

February 9-15, in clu sive_$62. 31
February 2-8, in c lu s iv e .-  62; 31 
January 26-February 1, 

in clu sive (%X $57.69 +  ̂
X  $62.31)--------------58.35

January 19-25, in c lu s iv e . 57.69

240. 66 -f-4= $60 .17

E xam ple  (4 ) .  Em ployee C is  paid  sem i­
m on th ly  on th e  5th  and 20th o f each m on th  

and h e began working for h is  present em ­
ployer a t th e  b egin n in g  o f th e  sem i-m on th ly  

pay period com m encing Tuesday, January 21, 
1964. C received to ta l wages o f $200 for th e  
pay period o f January 21, 1964 through  

February 5, 1964, inclusive.^ He was n o t  

absent during th a t pay period. O becam e  

sick and was absent from  work b eginning  

February 7, 1964. S ince em ployee C does n o t  

have four weekly periods fa llin g  w ith in  a  

fu ll pay period or fu ll pay periods preced ­
in g  h is absence, th e  average wages for th e  

last tw o w eekly periods fa llin g  w ith in  su ch  

fu ll pay period w ill be C’s “regular weekly  

rate of w ages” (as com puted under su b ­
d iv ision  ( i)  of th is  subparagraph) for pur-

Under th e  ru le set forth  in  subdivision  (iv)  
(e) o f th is  subparagraph, th e  w eekly rates o f 

paym ent o f salary and  overtim e m u st be de ­
term ined separately. Since basic salary is  
paid  biw eekly, th e  w eekly rate o f paym ent is  

determ ined to  be on e-h a lf o f $100.00, or 

$50.00. T he fu ll pay period im m ediately  
preceding th e  com m encem ent o f E’s  absence  

for overtim e com pensation  ended on January  

31, 1964. E ’s  overtim e earnings are con ­
verted to  a w eekly rate for su ch  period, as 
follow s :

$30.00 (overtim e pay) x  12=$360.00 (an n u al
rate)

$6.93 (w eek lyrate)

The average wages for th e  last four weekly  
periods fa llin g  w ith in  pay periods im m edi­
a te ly  preceding th e  com m encem ent o f E’s  
absence w ith  respect to  b asic  salary (weeks 

of February 13, 6, January 30, and  23) is  

$50.00. The average w ages for th e  la st four  
weekly periods fa llin g  w ith in  th e  pay period  

im m ediately  preceding th e  com m encem ent of 

E’s absence w ith  respect to  overtim e com pen ­
sation  (w eeks o f January 25, 18, 11, and 4) 

is  $6.93. Accordingly, E’s “regular w eekly  
rate o f w ages” (as com puted under subdiv i ­
sion  (i) o f th is  subparagraph) for th e  pur ­
pose o f section  105(d) is $56.93.

(6) (i) Am ounts paid under a wage  

continuation plan m ust be converted to  

a weekly rate in  order to determ ine the  
percentage of benefits paid in  relation to  

th e em ployee’s “regular weekly rate of 

w ages”, since such percentage is used in  

determ ining the w aiting period, if  any,

poses o f section  105(d ), determ ined to  be  
$92.31, as follow s:

$200 X  24=$4800 (an n u al rate)
$4800
—gg—=$92.31 (w eekly rate)

E xam ple  (5 ) .  Em ployee D, an  office worker, 
is  paid  w eekly and  is expected to  work five 

days during each week. He h as been em ­
ployed by h is  present em ployer for three  
weeks, b u t has been absent from  work for  
three norm al work days in  each o f th e  weeks 
preceding h is illness. He becam e ill and  

was absent from  work on M onday, February  

17, 1964. D uring th e  w eekly pay period im ­
m ediately  preceding h is  absence (w eek o f  

February 10) D was paid $48 salary. He was 
paid  for tw o w orking days during such  

w eekly pay period. D ’s “regular w eekly rate  

of w ages” (as com puted under subdivision  

( i)  o f th is  subparagraph), is  calculated  to  be 
$120.00, determ ined as follow s:

$48 (tota l wages) X 5 (norm al work 
days in  w eek)

2 (num ber o f work days for w hich  v 

wages were paid)

E xam ple (6) .  Em ployee E is an  hourly  
worker w ho is paid a salary o f $1.25 per hour. 
E is paid  basic salary on a biw eekly basis for  
th e  periods b eginn ing  every other Thursday  

and ending every other W ednesday. E is  a lso  

paid  m on th ly  for h is overtim e work and is  
com pensated for su ch  work a t one and on e-  

h a lf tim es th e  hourly rate. E worked 16 
hours o f overtim e for h is  em ployer during  

th e  m on th  o f January. E was injured and  

could  n o t report for work on  Friday, Febru ­
ary 21, 1964. E returned to  work on  M onday, 
M arch 16, 1964. E was paid  as fo llow s for  
th e  pay periods ind icated:

after w hich an  exclusion is allowable  

under section 105(d). In  order to  ca l ­
cu late the weekly rate a t w hich  benefits 

are being paid, reference is m ade to  th e  

particular wage continuation plan. If, 
in  th e usual operation of th e  plan, bene ­
fits are paid for th e sam e periods as regu ­
lar wages, th en  th e pay period of such  

benefits shall be th e period for w hich  a 

paym ent of wages is  ordinarily m ade to  

th e  em ployee by the employer. I f  plan  

benefits are ordinarily paid  for different 

periods th an  regular wages, then  the  

pay period of such benefits shall be the  

period for w hich  paym ent of such bene ­
fits is  ordinarily made.

(ii) T he weekly rate a t  w hich  the  
benefits are paid under a wage continua ­
tion  p lan  shall be determ ined in  accord­
ance w ith  th efo llow in g  rules:

(a) I f  benefits are paid on th e  basis 

of a weekly^pay period, th e  weekly rate  

at w hich such benefits are paid shall be 

th e weekly am ount of such benefits.
(b) I f  benefits are paid on th e basis of 

a biweekly pay period, the weekly rate  

at w hich such benefits are paid shall be 

on e-h a lf of the biweekly rate.
(c) I f  benefits are paid on  th e basis of  

a sem im onthly  pay period, th e  weekly  

rate at which such benefits are paid shall 
be the sem im onthly rate m ultiplied by 

24 and divided by 52.
(d )  I f  benefits are paid on  the basis of 

a m onthly  pay period, th e  weekly rate at

P a y  period
H ours Salary per hour

T otal salary

Regular O vertim e Regular O vertim e

M o n th  of January 1964.___ ________________ 16 $1.875 $30
100
100

Jan. 23-F eb . 5,1964, in clu sive___________ 80 $1.25 

1.25F eb . 6-19,1964, incliis ive . . . .  . .. 80

No. 224----- 8
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w hich such benefits are paid shall be th e  

m onthly rate m ultiplied by 12 and di­
vided by 52.

(e) I f benefits are paid on th e  basis of 

a period other th an  a period described in  

(a) through (d) of th is  subdivision the  

weekly rate at w hich such benefits are 

paid  shall be determ ined by ascertain ing  

th e  annual rate a t w hich such benefits 
are paid and dividing such annual rate  

by 52.
(iii) T he principles of subdivisions (i)  

and (ii) of th is subparagraph m ay be i l ­
lustrated by the following exam ple:

E xam ple. A’s  em ployer m ain ta in s a n on ­
contributory p lan  w hich  provides for a 

m on th ly  benefit o f $400 during periods of 

absence from  work d ue to  personal in jury  
or sickness. A, a salesm an, receives regular  

salary o f $520 per calendar m on th  p lu s com ­
m issions, depending u p on  th e  am ou n t of 

sales m ade by A during th e  m on th . D uring  
th e  m on th  o f January 1964, A w as paid  com ­
m ission s o f $180. A received a to ta l benefit 

o f $200 for an  absence of tw o weeks because  
of illn ess occurring in  February 1964. He 

was n o t hospitalized . S ince benefits under  
th e  salary con tin u ation  plan are paid  for th e  

sam e period as regular wages, th e  pay period  
o f th e  p lan  is  m onth ly . A’s “regular weekly  

rate o f w ages’’, determ ined in  accordance  

w ith  th e  rules set forth  in  subparagraph (5)
52

(i)  o f th is  paragraph is $161.54- ^ x  12)

For purposes o f determ ining th e  percentage  

of benefits paid  in  relation  to  A’s “regular  

w eekly rate o f w ages”, th e  w eekly rate o f th e  

b en efits are calculated  to  be $92.31, as 

follow s:

$400 (m on th ly  rate) X 12=$4,800 (annual
rate)

$4,800
—— — =$92.31 (w eekly rate)

S ince $92.31 does n o t exceed 75 percent of A’s  
“regular w eekly rate o f w ages”, A is en titled  

to  an  exclusion  under section  105(d) for th e  
second week o f absence, su b ject to  th e  other  

lim ita tion s provided in  th is  section .

(iv) For th e purpose of determ ining  

w hether or n ot th e  rate of benefits paid  

under a wage continuation  p lan  for a 

period of absence exceeds 75 percent 

of th e  em ployee’s "regular weekly rate  

of w ages” (as determ ined under subpar­
agraph (5) of th is  paragraph), it  is  nec ­
essary to  ascertain  th e average percent ­
age of benefits paid in  relation to  th e  

em ployee’s “regular weekly rate of 

w ages” for th e  first 30 calendar days in  

thg period of absence. Such percentage  

is  derived from  a  fraction, the num erator  

of w hich  is th e  sum  of benefits paid (a t ­
tributable to  employer contributions) for  

th e  period of absence occurring w ith in  

th e first 30 calendar days, and the d e ­
nom inator of w hich is th e  collective sum  

of th e em ployee’s “regular weekly rate  

of w ages” during such period. T his rule  

m ay be illustrated by th e  following  

exam ples:

E xam ple ( 1 ) .  Employee A is paid a sem i­
m on th ly  basic salary of $150 p lus com m is ­
sions. He norm ally works five days during  

each week (M onday through  F rid ay). D ur ­
in g  th e  m on th  o f January 1964, A received

wages o f $150 p lu s com m issions o f $66.67 for  
each o f th e  sem im on th ly  pay periods. A be ­
cam e il l  on  M onday, February 3, 1964, and  

as a resu lt w as ab sen t from  work u n til M on­
day, February 17, 1964, b u t was n o t h os ­
p italized . Under th e  noncontributory w age  
con tin u ation  p lan  o f A’s em ployer, A received  

n o  benefits for th e  first three working days’ 
absence (M onday through  W ednesday) and  

w as paid  benefits a t th e  rate o f $ i00  a week  

thereafter. A’s “regular w eekly rate of 

w ages,” determ ined under th e  rules se t  forth  

in  subparagraph (5) of th is  paragraph, is  

$100. A is  considered to  have received aver ­
age benefits a t a rate of 70 percent o f h is  
“regular weekly rate of w ages”, com puted  
as f  oU ows:

(1) (2) \  (3)

Benefits Regular
W eek of absence paid w eek ly  rate

o f wages

1—F eb . 3.............................. $40 $100
2—F eb. 10_____________ 100 100

T otals ........................ 140 200

Average percentage o f benefits paid—14%oo=  
70%. Accordingly, A m ay exclude am ounts  

attributab le to  th e  second w eek o f absence, 
su b ject to  th e  other lim ita tion s o f section  105
(d).

E xam ple ( 2 ) .  Assum e, in  exam ple (1 ) ,  
th a t A did  n o t return to  work u n til T hurs ­
day, February 20, 1964. A is considered to  

have received average benefits a t th e  rate of 
76.92 percent o f h is  “regular w eekly rate o f  
w ages”, com puted as follow s:

T he $25 attr ib u tab le  to  con trib u tion s m ade  
by th e  em ployee under P lan  A w ould  be sub ­
ject to  section  104(a) (3) .

(f) A m o u n t o f  exclu sio n  fo r  perio ds  

of absen ce com m en cin g  a f t e r  D ecem ber  

31, 1963—  (1) I n  genera l. Am ounts re ­
ceived under a wage continuation plan  

attributable to  periods of absence com ­
m encing after Decem ber 31, 1963, and  

w hich are not excludable from  gross in ­
com e as being attributable to contribu ­
tions of th e em ployee (see § 1.105-1) are  

excludable from  gross incom e of th e  

em ployee to  th e ex ten t th a t  such  

am ounts do n o t exceed—
(i) A weekly rate o f $75, during the  

first 30 calendar days in  th e  period of 

absence; and
(ii) A weekly rate of $100, after the  

first 30 calendar days in  th e  period of 

absence.
For exam ple, an em ployee who norm ally  

works five days during each week is ab ­
sen t from  work for two days, is hospital ­
ized during h is absence, and receives $75 

under his em ployer’s wage continuation  

plan, w hich am ount is a t  a rate of 75 

percent of h is “regular weekly rate of 

w ages”. T he em ployee cannot exclude

(1)

W eek of absence

(2)

B enefits
paid

(3)

Regular 
w eek ly  rate 

of wages

1— Feb. 3........................... $40 $100
2—F eb. 10......................... 100 100

2%—F eb . 17......................... »60 »60

T ota ls____ _____ 200 260

» Three-fifths of 100.

Average percentage of benefits paid—  

=76.92% . Accordingly, A w ould  n o t be per­
m itted  any exclusion  under section  105(d).

(v) I f  w ith  respect to any pay period 

or portion thereof the em ployee receives 

am ounts under two or more wage con­
tinuation  plans (w hether such plans are 

-m aintained by or for th e  sam e employers 

or by different em ployers), th e weekly 

rate for purposes of section 105(d) shall 
be th e sum  of th e  weekly rates received 

under all plans. T his rule m ay be illus­
trated by th e follow ing exam ple:

E xam ple. A n em ployee w ho is  absent be­
cause o f personal in juries or sickness re­
ceives $100 biw eekly under wage continuation  

p lan  A m aintained  by h is  em ployer.- He con ­
tr ib u tes on e-h a lf o f th e  prem ium s for m ain ­
tenance o f th e  p lan. U nder wage continua ­
t io n  p lan  B m aintained  by h is  employer the  
em ployee receives $400 m on th ly . P lan B is 

noncontributory. The w eekly rate a t which  
b en efits are paid  for th e  purpose o f section  

105(d) is  com puted as follow s:

th e  en tire $75 under'section  105(d), if  

th e weekly rate of such benefits exceeds 

$75.
(2) D a ily  exclusion. A n em ployee re­

ceiving paym ents under a  wage continu ­
ation  p lan  m ust, in  order to. determine 

th e am ount of th e exclusion under sec ­
t ion  105(d), com pute th e daily rate of 

th e  benefits. Such daily rate is  deter­
m ined, for am ounts attributable to the 

first 30 calendar days in  th e  period of 

absence, by dividing th e weekly rate at 
w hich benefits are paid (aa  ̂determined 

under paragraph (e) (6) (ii) o f this sec­
t io n ), or th e  m axim um  weekly rate at 

w hich wage continuation paym ents are 

excludable ($75), whichever is lower, by 

th e num ber of work days in  a normal 
work week. In  th e case of am ounts at ­
tributable to days in  a period of absence 

after th e  first 30 calendar days, th e daily 

' rate for such period is determ ined by di­
vid ing the weekly jrate at w hich benefits 

are paid (as determ ined under paragraph
(e) (6) (ii) o f th is  sec tio n ), or th e m axi­
m um  weekly rate a t w hich wage continu ­
ation paym ents are excludable ($100), 
whichever is lower, by the number of

P lan  A— =$ 5 0 . 0 0  (w eekly rate)

25 .00  (less am ou n t attributab le to  em ployee con trib u tion s ( y2 ) )

25. 00 (w eekly rate o f P lan A)
$400 X 12

Plan B------- —---- =  92. 31 (w eekly rate o f P lan  B)

$117.31 (com bined weekly rate a t w hich  benefits are paid)
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w ork days in  a norm al work week. T he  

daily rate or daily rates of exclusion áre 

th e n  multiplied by th e  number o f norm al 
w ork days in  th e period of absence for  
w h ich  an exclusion is allow able in  order 

to  determine ttys tota l allowable exclu ­
sion. These rules m ay be illustrated by 

th e  following exam ples:

Example (1) .  Employee A is a salesm an  
receiving salary and com m issions on  a weekly  

basis. His employer m ainta ins a n on con ­
tributory wage con tin u ation  plan w hich  pro ­
vides for th e  con tin u ation  o f A’s basic sa l ­
ary of $80 per week during periods o f ab ­
sence. A was absent from  work on  account  

of sickness from  M onday, February 3, 1964, 
through Sunday, March 15, 1964, b u t was n o t  
hospitalized. H is norm al work week is from  

Monday through Friday. The w eekly  

amount of benefits paid to  A ($80) does n ot  

exceed 75 percent o f h is  “regular weekly  

rate of wages” as defined in  paragraph (e) 
(5) of th is section . Under section  105(d ), 
the daily rate of exclusion  for am ounts a t ­
tributable to  th e first 30 calendar days in  

the period o f absence, excluding th e  first 7 
days thereof (Monday, February 10, 1964, 
through Tuesday, March 3, 1964, in clusive) 

is limited to  $15 ($75, m axim um  w eekly rate  

of exclusion divided by 5 (num ber o f norm al 
work days in  week) ) .  The daily rate o f ex ­
clusion for am ounts a ttr ib u tab le  to  th e  

period o f absenoe in  excess o f 30 calendar  
days (W ednesday, March 4, 1964, through  

Sunday, March 15, 1964, inclusive) is lim ­
ited to $16 ($80, w eekly rate o f benefits  

divided by 5 ) .  Thus, th é  to ta l exclusion  
permitted to  em ployee A by section  105(d) 

is $3 8 3 .0 0  ($15 x  17 work days ($255) +  
$16 x 8 work days ($128) ) .

Example (2 ) .  Assume th e  facts in  ex ­
ample (1) except th a t A is paid  benefits a t

(g) Definitions. T he term  “personal 
in ju ry ” as used in  th is section, m eans an  

e x te rn a lly  caused sudden hurt or dam age  

to  th e  body brought about by an  identi ­
fiable event. T he term  “sickness” as 

used in  th is section, m eans m ental ill ­
nesses a n d  all bodily infirm ities and d is ­
orde rs  other th an  “personal injuries”. 
D iseases, whether resulting from  the oc ­
c u p a tio n  or otherwise, are n ot considered  

p erson al injuries, but they are treated  
as a  s ickness.

Par. 4. Section 1.512(b) is  am ended  

by adding a new paragraph (14) a t th e  

end of section 512(b) and by revising the  

historical note. Such added and re ­
vised provisions read as follows:

§ 1 .5 1 2 (b )  S ta tu tory  p r o v is io n s; u n re-  

ta x a b le  in c o m e ; e x c e p tio n s ,  
ad d ition s, an d  lim ita tio n s .

S e c . 512. Unrelated business taxable in ­
come. * * *

(b) E xcep tion s, additions, and limita ­
tions. * * *

. *n th e case of an organization w hich  
is described in  section  501(c) (5 ) ,  there shall 

g excluded all incom e used to  establish , 
m aintain, or operate a retirem ent hom e, h os ­
pital, or other sim ilar facility  for th e  exclu-  

ve use and benefit of th e  aged and  infirm  

rim-- ! f S of such  an  organization, w h ich  is  
ived from agricultural pursu its con d u ct-

th e  rate o f $500 a m on th  during periods o f 

absence. T he w eekly rate o f th e  benefits  
com puted under th e  rules sta ted  in  para ­
graph (e) (6) (11) o f th is  section  is  $115.38, 
w hich  am ount does n o t exceed 75 percent 

of h is  “regular w eekly  rate o f w ages” as 

defined in  paragraph (e ) ( 5 )  o f th is  section . 
Under section  105(d ), th e  daily rate of 
exclusion  for am ounts attributab le to  th e  

first 30 calendar days in  th e  period o f ab ­
sence, excluding th e  first 7 days thereof 

(M onday, February 10, 1964, through  T ues ­
day, March 3, 1964, inclusive) is  lim ited  to  
$15 ($75, m axim um  w eekly  rate o f exclu ­
sion  divided by 5 ) . The daily rate o f  ex ­
c lusion  for am ounts attributab le to  th e  pe ­
riod o f absence in  excess o f 30 calendar days 

^W ednesday, March 4, 1964, through  Sunday, 
March 15, 1964, inclusive) is lim ited  to  $20 

($100, m axim um  w eekly rate o f exclusion  

divided by 5 ) .  T hus, th e  to ta l exclusion  

perm itted  to  em ployee A by section  105
(d) is $415.00 ($15 x  17 work days ($255) +  

$20 x  8 work days ($160) ).
E xam ple  (3 ) .  Em ployee B, an office worker 

works five days during each week (M onday  

through Friday) and  receives a salary o f $85 
per week. His em ployer m ain ta in s a non ­
contributory wage con tin u ation  p lan  w h ich  

provides for no ben efits during th e  first three  
days of absence, th e  con tin u ation  o f fu ll  

salary for one week thereafter and benefits  

a t th e  rate of $65 per week thereafter. B  

was ab sen t from  work on  account o f sickness  
from  Monday, March 16, 1964, through  T ues ­
day, March 31, 1964, and was hospitalized  
from  W ednesday, M arch 18, th rough  Tuesday, 
M arch 24. B received to ta l benefits o f  $137 
for th e  period o f absence, w hich  does n o t  

exceed 75 percent of h is “regular w eekly rate  
of w ages” as determ ined under paragraph
( e )  (5) o f th is  section . B is perm itted  an  
exclusion  under section  105(d) of $127 

calcu lated  as fo llow s:

ed on a ground con tigu ou s to  th e  retirem ent 

hom e, hosp ital, or sim ilar facility  and fu rther  

provided th a t  su ch  incom e does n o t provide  
more th an  75 percent o f th e  cost of m ain ta in ­
in g  and operating th e  retirem ent hom e, h os ­
p ital, or sim ilar facility; and th ere sh a ll be  

excluded all deductions d irectly  connected  
w ith  such  incom e.

[Sec. 512(b) as am ended by A ct o f April 7, 
1958 (Pub. Law 85-367, 72 S ta t. 80); Act o f  

July 17, 1964 (Pub. Law 88-380, 78 S ta t. 333) ]

Because th e changes contained in  par ­
agraph 4 of th is Treasury decision m erely  

conform  th e regulations under section  

512(b) to  reflect th e  am endm ent m ade  

by the Act of July 17, 1964 (Public Law  

88-380, 78 S tat. 333), and because no  

substantive rules regarding th e  applica ­
tion  of such am endm ent are prescribed  

herein, it  is  hereby found th a t it  is u n ­
necessary, w ith  respect to  such changes, 
to  issue paragraph 4 of th is  Treasury de ­
cision w ith  notice and public procedure 

thereon under section 4(a) o f th e  Adm in ­
istrative Procedure Act, approved June  
11, 1946, or subject to  th e  effective date  

lim itation  o f  section 4(c) of th a t Act.

(Sec. 7805, Internal R evenue Code o f 1954; 
68A Stat. 917; 26 U.S.C. 7805)

[F.R. Doc. 64-11622; Filed, Nov. 16, 1964;
8:47 a.m .]

T it le  3 2 — N ATION AL D EFEN SE
Ch ap t e r  V — D ep art m ent  o f  t he A rm y

SU BCH A PT ER  E— O R G A N I Z ED  RESERV ES

PA RT 5 6 2 — RESERV E O FFICERS'  
T RA IN IN G CO RPS

M isce lla n e o u s A m en d m en t s

1. Sections 562.3(c) and 562.4 are re ­
vised to read as follows:

§  5 6 2 .3  D e fin it io n s .

* * * * *
(c) M a jo r C om m an der  * T he term  

“m ajor com m ander” as used in  th is  reg ­
u lation is lim ited to:

(1) Com m anding General, Zone of In ­
terior armies.

(2) Com m anding General, U nited  

S tates Army, Alaska.
(3) Commander, U nited S tates Army 

Forces Southern Command.
(4 )  Com m anding General, U nited  

S tates Army, Hawaii.
(5) Com m anding General, A ntilles  

Command, U nited States Army Southern  

Command.
* * * * *

§ 5 6 2 .4  R esp o n sib ilit ie s .

(a) S u pervis io n . (1) T he D epart­
m ent of th e  Army is  th e  agency of th e  

Federal Governm ent charged by law  w ith  

the:
(1) Form ulation and preparation of 

plans, policies, regulations, and instruc ­
tions im plem enting th e  statutory pro ­
visions pertain ing to Army ROTC.

(ü) Supervision of th e execution of  

p ertinent, law s relating to  th e  Army 

ROTC
(2) T he Chief of Staff, U.S. Army, ex ­

ercises supervision and control over th e  

ROTC program.
(3) T he Chief, Office of Reserve Com­

ponents h as th e  responsibility w ith in  th e  

Army staff for general staff supervision  

and coordination of plans, policies, and  

program s of th e ROTC. H e has general 
staff responsibility for plans, policies, and  

program s of th e ROTC.
(4) T he A djutant General is  th e  ad ­

m inistrative agency of th e  D epartm ent 

of th e Army for ROTC m atters.
(5) The Com m anding General, U.S. 

Army M ateriel Command, is  responsible  

for logistical support of a ll ROTC ac ­
tivities.

(b) C om m an din g  G en era l, U n ited  

S ta te s  C o n tin en ta l A rm y  C om m and. 
T he C om m anding General, U nited States  

C ontinental Army Command, is  respon ­
sib le for:

(1) General direction, supervision, in ­
spection, and coordination of m atters  

pertain ing to  th e organization and train ­
ing of ROTC units except those requir­
in g  action  by Headquarters, D epartm ent 

of th e  Army.
(2) Preparation of train ing literature, 

including institutional and cam p pro­
gram s of instruction and ROTC m anuals.

(3) Observance of unit and sum m er  
cam p training.

(c) M a jo r com m an der. The m ajor  

com m ander com m ands th e operation, 
train ing, and adm inistration of the  

ROTC program  w ith in  h is Army area, in -

Period of absence
Weekly- 
rate of 

benefits

M axim um  
w eek ly  
rate  of 

exclusion

D a ily  rate  

of exclu ­
sion

D a y s  of 
absence in  

period
M axim um
exclusion

Mar. 16-18.. ............. •................ _____ 0 $75 0 3 0
Mar. 19-25.......... . $85 75 $15 5 $75
Mar. 26-31___ 65 75 13 4 52

Total exclusion_______ ____ ____ __________ $127


