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26 CFR Ch. I (4–1–99 Edition)§ 31.7805–1

§ 31.7805–1 Promulgation of regula-
tions.

In pursuance of section 7805 of the In-
ternal Revenue Code of 1954, the fore-
going regulations are hereby pre-
scribed. (See § 31.0–3 of subpart A of the
regulations in this part relating to the
scope of the regulations.)

§ 31.9999–0 Effective dates.

In general, the provisions of
§§ 35a.9999–1, 35a.9999–2, 35a.9999–3,
35a.9999–3A, 35a.9999–4, and 35a.9999–5 of
this chapter apply before January 1,
1997. The provisions of those sections
remain applicable after December 31,
1996, and before January 1, 1999, how-
ever, for purposes of § 301.6724–1 of this
chapter, relating to due diligence safe
harbor, and for international trans-
actions, including transactions involv-
ing a foreign payee, a foreign payor, a
foreign office of a U.S. bank or broker,
or a payment from sources without the
United States. See §§ 31.3406–0 through
31.3406(i)–1 of this chapter for rules
that apply to other transactions after
December 31, 1996.

[T.D. 8734, 62 FR 53494, Oct. 14, 1997, as
amended by T.D. 8804, 63 FR 72189, Dec. 31,
1998]

EFFECTIVE DATE NOTE: By T.D. 8734, 62 FR
53494, Oct. 14, 1997, § 31.9999–0 was added, ef-
fective Oct. 14, 1997, through Jan. 1, 1999. At
63 FR 72183, 72189, Dec. 31, 1998, the effective
date was extended until Jan. 1, 2000, and
‘‘January 1, 1999’’ was removed and ‘‘January
1, 2000’’ was added, effective Jan. 1, 2000.

PART 32—TEMPORARY EMPLOY-
MENT TAX REGULATIONS UNDER
THE ACT OF DECEMBER 29, 1981
(PUB. L. 97–123)

Sec.
32.1 Social security taxes with respect to

payments on account of sickness or acci-
dent disability.

32.2 Railroad retirement taxes with respect
to payments on account of sickness or
accident disability.

AUTHORITY: 95 Stat. 1662 and 1663, 26 U.S.C.
3121(a) and 3231(e)(4); 68A Stat. 917, 26 U.S.C.
7805.

§ 32.1 Social security taxes with re-
spect to payments on account of
sickness or accident disability.

(a) General rule. Notwithstanding the
provisions of § 31.3121(a)(2)¥1(a)(2), the
amount of any payment on or after
January 1, 1982, made to, or on behalf
of, an employee or any of his depend-
ents on account of sickness or accident
disability is not excluded from the
term ‘‘wages’’ as defined in section
3121(a)(2)(B) unless such payment is—

(1) Received under a workmen’s com-
pensation law, or

(2) Made by a third party pursuant to
a contractual agreement between the
employer and third party entered into
prior to December 14, 1981, but then
only if—

(i) The third party’s coverage for
that employee’s group ceases prior to
March 1, 1982,

(ii) No third party payment is made
to such employee under that contract
after February 28, 1982, and

(iii) The cessation of the third par-
ty’s coverage for that employee’s group
indefinitely terminates the contractual
relationship between the third party
and the employer as to sickness and ac-
cident disability benefits for that em-
ployee’s group.
See section 3121(a)(4) and
§ 31.3121(a)(4)¥1 for the exclusion from
the term ‘‘wages’’ of any payment on
account of sickness or accident dis-
ability made after the expiration of 6
calendar months following the last cal-
endar month in which the employee
worked.

(b) Examples. The application of the
provisions of subparagraph (2) of para-
graph (a) may be illustrated by the fol-
lowing examples:

Example 1. Company Q enters into a con-
tract on August 31, 1981, with Insurance
Company R to provide sickness and accident
disability payments to Q’s employees. The
contract expires on February 28, 1982. On
March 1, 1982, Q enters into a new contract
with R to provide sickness and accident dis-
ability payments to Q’s employees. Pay-
ments made by R pursuant to the contract
expiring February 28, 1982, are included in
‘‘wages’’ as defined in section 3121(a)(2)(B).

Example 2. Company S enters into a con-
tract on November 15, 1981, with Insurance
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