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.(b) Effective date. The amendment made
by this section shall be applicable with ree
spect to taxable years beginning after De-
cember 31, 1950, : :

Par. 2. Immediately following § 29.22
() (-1, as amended by Treasury
Decision 5515, approved May 16, 1848,
there is inserted the following new sec
tion which represents the basic provi-
sions of regulations regarding the inter-
pretation of section 302 of the Revenue
Act of 1951: - )

§29.22 (b) (1)-2 Death payment by
employer; amounts paid by reason of the
death of an employee. "Amounts, not in
excess of $5,000, paid by an employer in
- pursuance of an express contract, to the
estate or to a beneficiary (individual,
partnership, trust, or corporation) of an
employee, including 4 former employee,
by reason of the employee’s death shall
be excluded from the gross income of
such beneficiary if received during a tax-
able year beginning after Decéember 31,

1950. Where such death payments sre .

made by more than one empiloyer, in-

cluding former employers of the dece~,

dent, a $5,000 exclusion applies sepa=
rately to amounts receivable from each
employer or former employer of the
decedent. Where the aggregale pay-
ments by an employer, under an express
contract, to the beneficiaries of the de-
ceased employee exceed $5,000, the $5,000
exclusion shall be proportioned among

the beneficiaries in the same proportion

as the ammount payable to or received by
each under such contract bears to the
total death payment the employer is
contractually obligated to make. It is
imniaterial whether the proceeds are re=-
ceived in a single sum or otherwise. If,
however, the proceeds are held by an em-
- ployer under. an agreement to pay in-
terest thereon, the interest payment
must be included in gross income.

Ezample (1). The M Corporation, the em=
ployer of A, who died on November 30, 1950,
was liable under an express contract to pay
& death payment of $15,000 to the benefi-
ciaries of A, to be distributed as follows:
$5,000 to the widow of A; $2,500 each to the
© parents of A; and $1,000 each to the five
chiidren of A. Each of the beneficiaries of
A, except his widow, received such payment
in a lump sum in Jahuary 1951. The widow
of A elected to receive her share of the
death payment in- monthly installments of
$100 beginning with the month of January
1951, All of the beneficiaries filed income
tax returns on a calendar year basis. Ap-
portioning the $5,000 exclusion in the same
proportions as the total death payments the
employer is contractually obligated to make,
the widow of A shall exclude $1,666.67 of the
monthly payments made to her (one-third
of $5,000); each of A’s parents shall exclude
$833.33 of his or her death payment (one-
sixth of $5,000); and each of the five chil«
dren shall exclude $333.33 (one-fifteenth of
$5,000). In the case of the widow, $1,200

of her monthly payments shall be excluded -

from her income tax return for the year
1951 and the balance of $466.67 from her
return for the year 1852,

Ezgmple (2). H died on July 1, 1851,
At the time of his death he was employed
by the A Corporation, which was liable
under an express contract to pay a death
payment of $2,500 to W, his widow. The
B Corporation, a former employer of H, was
also liable under an express contract to pay
a death payment of $5000 to W. 'The
$7,500 receivable by W from the A and B
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Corporations is excludable from her gross
income. - »

Where & payment is made on account of
the death of an employee By a welfare fund
or & trust, including a pension trust exempt
under section 165 (a), in pursuance of an
agreement entered into by an employer of
the deceased employee, the payment shall
be considered to have been made by the
employer for the purpose of this ‘section,
Any part of a death payment which is
attributable to the contributions of the
employee shall be disregarded in determin-
ing the amount paid by an employer.

An express contract requiring payment
by an employer to the beneficiaries of a de-
ceased employee by reason of the latter’s
death shall be deemed to exist only if (1)
the employer and employee had entered into

‘8 written contract, not reyoked before the

employee’s death, which required such pay-
ment or (2) the employer had an established
plan (or program having the effect of a plan)
making provision for such payments in the

- case of his employees generally, or for a class
In the latter.

or classes of his employees:
case, the contract will be deemed to exist
between the employer and the members of
the class or classes of employees to whom
the plan applies, provided such plan had
been communicated to such employees and
had not beenh rescinded prior to the death
of the employee to whom the. particular
death payment relates, Communication of
an employer’s plan or program to, his eme-
ployees may be made in different ways, such
as by publicizing or distributing to the em-
ployees concerned notice of the resolution
approved by the board of directors which
created the plan, or by distributing to the
employees a booklét containing an explana-
tion of the plan and the rights of their bene-
ficiaries thereunder.

The exclusion from gross income provided
by this section is limited solely to those
amounts paid by or on behalf of an employer
which, by the terms of the ‘tontract with the
employee or by the provisions of the plan
providing for such payments, are specifically
designated and intended as & death payment,
paid only by reason of the death of the
employee, The exclusion does not apply to
amounts with respect to which the deceased
employee possessed, immediately prior to his
death, a nonforfeitable right to receive
the amounts while living. See §29.165-7,
Amounts to which the exclusion is not ap-
plicable include, among others, such items
as uncollected salary, payments for unused
leave, and amounts paid by or on behalf of
an employer to the survivor of a deceased re-
tired employee as & survivor’s annuity, as to
which see §29.22 (b) (2)-2.

Ezample *(3). A, who was & participant
under the B Company pension plan, retired
on December 31, 1951, He had made no con=
tributions to the plan., Upon his retirement
he became entitled to a monthly income of
$100 payable for life, 120 months certain. A
died in October 1852- having received 10

Jmonthly payments of $100 each. . His widow

became entitled to 110 monthly payments
representing the balance of the payments
certain, No exclusion from gross income
may be made by A’s widow under this section
since the employee’s right to the monthly
payments was nonforfeitable from the date
of his retirement.

Example (4). The trustee of the C Cor-

poration profit-sharing plan was required .

under the provisions of the plan to pay to
the beneficiary of B, an employee of the C
Corporation who died on July 1, 1952, the
benefit due on account of the death of B.
The provisions of the profit-sharing plan
gave each participating employee in case 6f
voluntary termination of employment a 16
percent vested interest in the amount ace
cumulated in his sccount for each year of
participation in the plan but, in case of
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death, the entire credit to the participan
account would be paid to his beneficigry.:

At the time of the death of B he hag be
8 participant for three years and the .5
cumulation in his account was $8,000, Aft
his death this amount was paid to his ben
ficiary, At the time of the death of B 4
amount distributable to him: on account’
voluntary termination of employment w;
$2,400 (30 percent of $8,000).
of $5,600 ($8,000 minus $2,400), payabl
the beneficlary of B only by reason of .4
deathof B, is considered an amount payat
solely by reason of B’s death. According]
85,000 may be excluded from the gross incoy
of the beneficiary receiving such payme

Ezample (5). The X Corporation i
tuted a retirement plan for its empio
the cost thereof being borne entirely by
corporation. The plan provided, in par
follows: If, after 10 years of service, an.
ployee left the employ of the corporas
either voluntarily or involuntarily, before
tirement, a percentage of the reserv
vided for the employee in the pension
fund would be paid the employee as follg
10 to 15 years of service, 25 percent; 1
20 yeéars of service, 50 percent; 20t
years of service, 75 percent; 25 years of s
ice or over, 100 percent. The plan fur

annuita
unt of ¢
be recov

reaching retirement age, his bene
provided for the employee in the .
ment fund, on the same basis as sho
the preceding sentence. Y, an emplo
the X Corporation for 17 years, died:
in the employ of the corporation
retirement. His beneficiary received
an amount equal to 50 percent of the
provided for Y’s retirement. No exc
from gross income may be made by the
ficiary with respect to such payment
Y, prior to his death, had a nonfor
right to the payment.
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Sec. 303. JOINT AND SURVIVOR
(REVENUE ACT OF 1951, APPROVED OC
1951). .
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the end thereof the following new, ple (5),
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(C) Joint and survivor annut companyl
purposes of subparagraphs (A) axn , Upon ret;
this paragraph, where amounts are
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eration paid for such survivors
shall be considered to be an amo!
to such basis.

® * - ® *
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