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Sec. 1.105-5 Accident and health pl ans.

(a) In general. Sections 104(a)(3) and 105 (b), (c), and (d) exclude
fromgross income certain anounts received through accident or health
i nsurance. Section 105(e) provides that for purposes of sections 104 and
105 anmounts received through an accident or health plan for enployees,
and anounts received froma sickness and disability fund for enployees
mai nt ai ned under the law of a State, a Territory, or the District of
Col unbi a, shall be treated as anmpunts received through accident or
health insurance. In general, an accident or health plan is an
arrangenent for the paynent of anounts to enployees in the event of
personal injuries or sickness. A plan nay cover one or nore enployees,
and there may be different plans for different enployees or classes of
enpl oyees. An accident or health plan may be either insured or
noni nsured, and it is not necessary that the plan be in witing or that
the empl oyee's rights to benefits under the plan be enforceable.
However, if the enployee's rights are not enforceable, an anount will be
deenmed to be received under a plan only if, on the date the enpl oyee
became sick or injured, the enployee was covered by a plan (or a
program policy, or custom having the effect of a plan) providing for
the payment of anounts to the enployee in the event of personal injuries
or sickness, and notice or know edge of such plan was reasonably
available to the enployee. It is immterial who nmakes paynent of the
benefits provided by the plan. For exanple, payment may be nmade by the
enpl oyer, a welfare fund, a State sickness or disability benefits fund,
an associ ati on of empl oyers or enployees, or by an insurance conpany.
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(b) Sel f-enmployed individuals. Under section 105(g), a self-enployed
i ndi vidual is not treated as an enpl oyee for purposes of section 105.
Therefore, for exanple, benefits paid under an accident or health plan
as referred to in section 105(e) to or on behalf of an individual who is
sel f-enpl oyed in the business with respect to which the plan is
established will not be treated as received through accident and health
i nsurance for purposes of sections 104(a)(3) and 105.
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