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The Service has ruled that disability benefits a former police officer or firefighter
receives under a state fund for injury in the line of duty are excludable from income
under section 104(a)(1).

Firefighter’s And Police Officer’s Disability Benefits Are Excludable.
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The Service has ruled that disability benefits a former police officer or firefighter
receives under a state fund for injury in the line of duty are excludable from income
under section 104(a)(1).

The plan provides that a covered individual who is permanently and totally
disabled as a result of the performance of official duties is entitled to an annual
disability benefit equal to 72 percent of the last year of annual salary. Ind1v1duals who
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rvice concluded that the state statute is in the nature of a worker’s
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to the extent provided in section 72.
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LEGEND:
Fund=** *
State =* * *
Statute = * * *

Dear***

(1) This is in reply to your letter dated November 14, 1995, on behalf of the Fund
in which you request rulings concerning the federal income tax treatment of
certain disability and death benefits paid to police officers and firefighters of
State. Your ruling request with respect to the application of section 101(b) of
the Internal Revenue Code is within the jurisdiction of the Office of Assistant
Chief Counsel (Financial Institutions and Products) which will respond to that
request.

(2) The Fund was established by the State General Assembly in 1965 to provide
pension, disability and health care benefits to qualified participants and death
and health care benefits to qualified surviving dependents. Under State law,
membership in the Fund is mandatory for all full-time police officers
employed by State municipalities. Full-time firefighters employed by State
political subdivision must become members of the Fund upon satisfactory
completion of a firefighter training course approved under the Statute required
for employment.

(3) Section 742.37(C)(1) of the Statute provides for a lifetime monthly pension
upon reaching a qualifying age with sufficient service credit. Section 742.37
(C) (2) of the Statute provides that a member of the Fund who is permanently
and totally disabled as a result of the performance of official duties shall be
paid annual disability benefits until death equal to 72 percent of the last year
of annual salary.

(4) Section 742.37 (C) (3) of the Statute provides that a member of the Fund who
is partially disabled in the performance of duties is entitled to receive annual
benefits payable in monthly installments. For a member who has completed
less than 25 years of active service, the disability benefit is equal to an amount
established by the Fund’s Administrative Board not to exceed 60 percent of
average annual salary. A partial disability member who has completed 25 or
more years of service at the time of disability is entitled to a benefit equal to a
percentage of average annual salary. Under section 742.37 (C) (3), the
percentage is equal to the sum of: (a) 2 ' percent for each of the first 20 years
of active service; (b) 2 percent for each of the 21 through 25™ years; and (c)






