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after the date on which an amount is
first received as an annuity under the
contract, they shall be included in the
gross income of the recipient (in ac-
cordance with section 72(e)(1)(A) and
paragraph (b)(2) of §1.72-11. All other
amounts not received as an annuity
shall be included in the gross income of
the recipient in accordance with the
provisions of section 72(e)(1)(B) and
paragraph (c), (d), or (f), whichever is
applicable, of §1.72-11. See section
72(e)(2).

(c) Amounts received after the erhaus-
tion of employee contributions. (1)
Amounts received under a contract to
which the rule of paragraph (a) of this
section applies (whether or not such
amounts are received as an annuity)
shall be included in the gross income of
the recipient if such amounts are re-
ceived after the date on which the ag-
gregate of all amounts excluded from
gross income by the recipients under
section 72(d) and prior income tax laws
equalled or exceeded the consideration
contributed (or deemed contributed) by
the employee.

(2) If the rule of paragraph (a) of this
section applies to amounts received by
an employee (or his beneficiary or
beneficiaries) under a joint and sur-
vivor annuity contract, payments
made to a prior annuitant may entirely
exhaust the amounts excludable from
gross income. In such case, amounts
paid to the surviving annuitant (or an-
nuitants) shall be included in gross in-
come by such recipients.

(d) Application of section 72(d) to a con-
tract, trust, or plan providing for pay-
ments in a manner described in paragraph
(b)(3)(i) of §1.72-2. For the purpose of
applying section 72(d) and this section,
any amount received in the nature of a
periodic payment under a contract,
trust, or plan which provides for the
payment of amounts in a manner de-
scribed in paragraph (b)(3)(i) of §1.72-2
shall be considered an amount received
as an annuity notwithstanding the pro-
visions of any other section of the reg-
ulations under section 72. The special
exclusion rule of section 72(d) and para-
graph (a) of this section shall apply to
all amounts so received if the first
amount received, when multiplied by
the number of periodic payments to be
made within the three years beginning
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on the date of its receipt, results in an
amount in excess of the aggregate pre-
miums or other consideration contrib-
uted (or deemed contributed) by the
employee as of that date. If more than
one series of periodic payments is to be
paid under the same contract, trust, or
plan, all payments anticipatable,
whether because fixed in amount or de-
terminable in the manner described in
the preceding sentence, shall be aggra-
vated for the purpose of determining
the applicability of section 72 (d) to the
contract, trust, or plan as a whole.

(e) Inapplicability of section 72(d) and
this section. Section 72(d) and this sec-
tion do not apply to:

(1) Amounts received as proceeds of a
life insurance contract to which sec-
tion 101(a) applies, nor to

(2) Amounts paid to a surviving an-
nuitant under a joint and survivor an-
nuity contract to which paragraph
(b)(3) of §1.72-5 applies, nor to

(3) Amounts paid to an annuitant
under Chapter 73 of Title 10 of the
United States Code with respect to
which section 72(0) and §1.122-1 apply.

See also paragraph (d) of §1.72-14.

[T.D. 6500, 25 FR 11402, Nov. 26, 1960, as
amended by T.D. 6497, 256 FR 10021, Oct. 20,
1960; T.D. 6676, 28 FR 10135, Sept. 17, 1963;
T.D. 7043, 35 FR 8477, June 2, 1970]

§1.72-14 Exceptions from application
of principles of section 72.

(a) Payments of interest. If any
amount is received under an agreement
to pay interest on a sum or sums held
by the obligor, such amount shall not
be excludable from the gross income of
the recipient under the provisions of
section 72 to the extent that it is an ac-
tual interest payment. See section
72(j). An amount shall be considered to
be held under an agreement to pay in-
terest thereon if the amount payable
after the term of the annuity (whether
for a term certain or for a life or lives)
is substantially equal to or larger than
the aggregate amount of premiums or
other consideration paid therefor. For
this purpose, however, the aggregate
amount of premiums or other consider-
ation paid shall include all contribu-
tions made by an employer and not
merely those to which section 72(f) ap-
plies.
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(b) Alimony payments. To the extent
that payments made to a wife are in-
cludable in her gross income by reason
of either or both section 71 and 682,
they shall not be excluded from the
wife’s gross income under the prin-
ciples of section 72 although made
under a contract to which that section
applies. However, section 72 shall apply
in the case of amounts received under
such a contract if a husband and wife
are entitled to make and do make a
single return jointly.

(c) Certain ‘‘face-amount certificates.”
The principles of section 72 do not
apply to ‘‘face-amount certificates’ de-
scribed in section 72(1) which were
issued before January 1, 1955.

(d) Employer plans. The provisions of
§§1.72-1 to 1.72-13, inclusive, shall be
disregarded to the extent that they are
inconsistent with the treatment of
amounts received provided in section
402 (relating to the taxability of a ben-
eficiary of an employees’ trust), sec-
tion 403 (relating to the taxation of em-
ployee annuities), or the regulations
under either of such sections.

§1.72-15 Applicability of section 72 to
accident or health plans.

(a) Applicability of section. This sec-
tion provides the rules for determining
the taxation of amounts received from
an employer-established plan which
provides for distributions that are tax-
able under section 72 (or for distribu-
tions that are taxable under section 402
(a)(2) or (e), or section 403(a)(2), in the
case of lump sum distributions) and
which also provides for distributions
that may be excludable from gross in-
come under section 104 or 105 as acci-
dent or health benefits. For example,
this section will apply to a pension
plan described in section 401 and ex-
empt under section 501 which provides
for the payment of pensions at retire-
ment and the payment of an earlier
pension in the event of permanent dis-
ability. This section will also apply to
a profit-sharing plan described in sec-
tion 401 and exempt under section 501
which provides for periodic distribution
of the amount standing to the account
of a participant during any period that
the participant is absent from work
due to a personal injury or sickness
and for the distribution of any balance
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standing to the account of the partici-
pant upon his separation from service.
For purposes of this section, the term
“contributions of the employee’ in-
cludes contributions by the employer
which were includible in the employ-
ee’s gross income. For special rules for
taxable years ending before January 27,
1975, relating to certain accident or
health benefits which were treated as
distributions to which section 72 ap-
plied, see paragraph (i) of this section.

(b) General rule. Section 72 does not
apply to any amount received as an ac-
cident or health benefit, and the tax
treatment of any such amount shall be
determined under sections 104 and 105.
See paragraphs (c) and (d) of this sec-
tion, paragraph (d) of §1.104-1, and
§§1.105-1 through 1.105-5. Section 72 (or,
in the case of certain total distribu-
tions, section 402(a)(2) or section
403(a)(2)) does apply to any amount
which is received under a plan to which
this section applies and which is not an
accident or health benefit. See para-
graph (e) of this section.

(c) Accident or health benefits attrib-
utable to employee contributions. (1) If a
plan to which this section applies pro-
vides that any portion of the accident
or health benefits is attributable to the
contributions of the employee to such
plan, then such portion of such benefits
is excludable from gross income under
section 104(a)(3) and paragraph (d) of
§1.104-1. Neither section 72 nor section
105 applies to any accident or health
benefits (whether paid before or after
retirement) attributable to contribu-
tions of the employee. Since such por-
tion is excludable under section
104(a)(3), such portion is not subject to
the dollar limitation of section 105(d)
and if such portion is payable after the
retirement of the employee, it is ex-
cludable without regard to the provi-
sions of §1.105-4 and section 72.

(2) In determining the taxation of
any amounts received as accident or
health benefits from a plan to which
this secton applies, the first step is to
determine the portion, if any, of the
contributions of the employee which is
used to provide the accident or health
benefits and the portion of the accident
or health benefits attributable to such
portion of the employee’s contribu-
tions. If such a plan expressly provides
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