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1.120–1 Statutory subsistence allowance re-
ceived by police. 

1.120–3 Notice of application for recognition 
of status of qualified group legal services 
plan. 

1.121–1 Exclusion of gain from sale or ex-
change of a principal residence. 

1.121–2 Limitations. 
1.121–3 Reduced maximum exclusion for tax-

payers failing to meet certain require-
ments. 

1.121–4 Special rules. 
1.121–5 Suspension of 5-year period for cer-

tain members of the uniformed services 
and Foreign Service. 

1.122–1 Applicable rules relating to certain 
reduced uniformed services retirement 
pay. 

1.123–1 Exclusion of insurance proceeds for 
reimbursement of certain living ex-
penses. 

1.125–3 Effect of the Family and Medical 
Leave Act (FMLA) on the operation of 
cafeteria plans. 

1.125–4 Permitted election changes. 
1.127–1 Amounts received under a qualified 

educational assistance program. 
1.127–2 Qualified educational assistance pro-

gram. 
1.132–0 Outline of regulations under section 

132. 
1.132–1 Exclusion from gross income for cer-

tain fringe benefits. 
1.132–2 No-additional-cost services. 
1.132–3 Qualified employee discounts. 
1.132–4 Line of business limitation. 
1.132–5 Working condition fringes. 
1.132–6 De minimis fringes. 
1.132–7 Employer-operated eating facilities. 
1.132–8 Fringe benefit nondiscrimination 

rules. 
1.133–1T Questions and answers relating to 

interest on certain loans used to acquire 
employer securities (temporary). 

AUTHORITY: 26 U.S.C. 7805, unless otherwise 
noted. 

Section 1.61–2T also issued under 26 U.S.C. 
61. 

Section 1.61–21 also issued under 26 U.S.C. 
61. 

Sections 1.62–1T and 1.62–2 also issued 
under 26 U.S.C. 62. 

Section 1.66–4 also issued under 26 U.S.C. 
66(c); 

Sections 1.67–2T and 1.67–3T also issued 
under 26 U.S.C. 67(c). 

Section 1.67–3 also issued under 26 U.S.C. 
67(c). 

Sections 1.72–4, 1.72–5, 1.72–6, 1.72–7, 1.72–8, 
and 1.72–11 also issued under 26 U.S.C. 72(c). 

Section 1.78–1 also issued under 26 U.S.C. 
245A(g). 

Section 1.101–7 also issued under 26 U.S.C. 
101(d)(2)(B)(ii). 

Section 1.103–10 also issued under 26 U.S.C. 
103(b)(6). 

Section 1.103A–2 also issued under 26 U.S.C. 
103A(j). 

Section 1.108–1 also issued under 26 U.S.C. 
108(e)(8) and 108(e)(10(B). 

Section 1.108–2 also issued under 26 U.S.C. 
108. 

Section 1.108–3 also issued under 26 U.S.C. 
108, 267, and 1502. 

Section 1.108–4 also issued under 26 U.S.C. 
108. 

Section 1.108–5 also issued under 26 U.S.C. 
108. 

Section 1.108(c)–1 also issued under the au-
thority of 26 U.S.C. 108(d)(9). 

Section 1.108(i)–0 also issued under 26 
U.S.C. 108(i)(7) and 1502. 

Section 1.108(i)–1 also issued under 26 
U.S.C. 108(i)(7) and 1502. 

Section 1.108(i)–2 also issued under 26 
U.S.C. 108(i)(7). 

Section 1.108(i)–3 also issued under 26 
U.S.C. 108(i)(7) and 1502. 

Section 1.110–1 also issued under 26 U.S.C. 
110(d). 

Sections 1.132–0 through 1.132–8T also 
issued under 26 U.S.C. 132. 

SOURCE: T.D. 6500, 25 FR 11402, Nov. 26, 1960; 
25 FR 14021, Dec. 21, 1960, unless otherwise 
noted. 

COMPUTATION OF TAXABLE 
INCOME 

DEFINITION OF GROSS INCOME, ADJUSTED 
GROSS INCOME, AND TAXABLE INCOME 

§ 1.61–1 Gross income. 

(a) General definition. Gross income 
means all income from whatever 
source derived, unless excluded by law. 
Gross income includes income realized 
in any form, whether in money, prop-
erty, or services. Income may be real-
ized, therefore, in the form of services, 
meals, accommodations, stock, or 
other property, as well as in cash. Sec-
tion 61 lists the more common items of 
gross income for purposes of illustra-
tion. For purposes of further illustra-
tion, § 1.61–14 mentions several mis-
cellaneous items of gross income not 
listed specifically in section 61. Gross 
income, however, is not limited to the 
items so enumerated. 

(b) Cross references. Cross references 
to other provisions of the Code are to 
be found throughout the regulations 
under section 61. The purpose of these 
cross references is to direct attention 
to the more common items which are 
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included in or excluded from gross in-
come entirely, or treated in some spe-
cial manner. To the extent that an-
other section of the Code or of the reg-
ulations thereunder, provides specific 
treatment for any item of income, such 
other provision shall apply notwith-
standing section 61 and the regulations 
thereunder. The cross references do not 
cover all possible items. 

(1) For examples of items specifically 
included in gross income, see Part II 
(section 71 and following), Subchapter 
B, Chapter 1 of the Code. 

(2) For examples of items specifically 
excluded from gross income, see part 
III (section 101 and following), Sub-
chapter B, Chapter 1 of the Code. 

(3) For general rules as to the taxable 
year for which an item is to be in-
cluded in gross income, see section 451 
and the regulations thereunder. 

§ 1.61–2 Compensation for services, in-
cluding fees, commissions, and simi-
lar items. 

(a) In general. (1) Wages, salaries, 
commissions paid salesmen, compensa-
tion for services on the basis of a per-
centage of profits, commissions on in-
surance premiums, tips, bonuses (in-
cluding Christmas bonuses), termi-
nation or severance pay, rewards, jury 
fees, marriage fees and other contribu-
tions received by a clergyman for serv-
ices, pay of persons in the military or 
naval forces of the United States, re-
tired pay of employees, pensions, and 
retirement allowances are income to 
the recipients unless excluded by law. 
Several special rules apply to members 
of the Armed Forces, National Oceanic 
and Atmospheric Administration, and 
Public Health Service of the United 
States; see paragraph (b) of this sec-
tion. 

(2) The Code provides special rules in-
cluding the following items in gross in-
come: 

(i) Distributions from employees’ 
trusts, see sections 72, 402, and 403, and 
the regulations thereunder; 

(ii) Compensation for child’s services 
(in child’s gross income), see section 73 
and the regulations thereunder; 

(iii) Prizes and awards, see section 74 
and the regulations thereunder. 

(3) Similarly, the Code provides spe-
cial rules excluding the following items 
from gross income in whole or in part: 

(i) Gifts, see section 102 and the regu-
lations thereunder; 

(ii) Compensation for injuries or 
sickness, see section 104 and the regu-
lations thereunder; 

(iii) Amounts received under accident 
and health plans, see section 105 and 
the regulations thereunder; 

(iv) Scholarship and fellowship 
grants, see section 117 and the regula-
tions thereunder; 

(v) Miscellaneous items, see section 
122. 

(b) Members of the Armed Forces, Na-
tional Oceanic and Atmospheric Adminis-
tration, and Public Health Service. (1) 
Subsistence and uniform allowances 
granted commissioned officers, chief 
warrant officers, warrant officers, and 
enlisted personnel of the Armed 
Forces, National Oceanic and Atmos-
pheric Administration, and Public 
Health Service of the United States, 
and amounts received by them as com-
mutation of quarters, are excluded 
from gross income. Similarly, the 
value of quarters or subsistence fur-
nished to such persons is excluded from 
gross income. 

(2) For purposes of this section, quar-
ters or subsistence includes the fol-
lowing allowances for expenses in-
curred after December 31, 1993, by 
members of the Armed Forces, mem-
bers of the commissioned corps of the 
National Oceanic and Atmospheric Ad-
ministration, and members of the com-
missioned corps of the Public Health 
Service, to the extent that the allow-
ances are not otherwise excluded from 
gross income under another provision 
of the Internal Revenue Code: a dis-
location allowance, authorized by 37 
U.S.C. 407; a temporary lodging allow-
ance, authorized by 37 U.S.C. 405; a 
temporary lodging expense, authorized 
by 37 U.S.C. 404a; and a move-in hous-
ing allowance, authorized by 37 U.S.C. 
405. No deduction is allowed under this 
chapter for any expenses reimbursed by 
such excluded allowances. For the ex-
clusion from gross income of— 

(i) Disability pensions, see section 
104(a)(4) and the regulations there-
under; 
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