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sion of the Economic Recovery Tax Act of 1981, Pub. L. 
97–34, to which such amendment relates, see section 109 
of Pub. L. 97–448, set out as a note under section 1 of 
this title. 

EFFECTIVE DATE 

Section applicable to taxable years beginning after 
Dec. 31, 1981, see section 124(f) of Pub. L. 97–34, set out 
as an Effective Date of 1981 Amendment note under sec-
tion 21 of this title. 

REGULATIONS 

Secretary of the Treasury or his delegate to issue be-
fore Feb. 1, 1988, final regulations to carry out amend-
ments made by section 1114 of Pub. L. 99–514, see sec-
tion 1141 of Pub. L. 99–514, set out as a note under sec-
tion 401 of this title. 

RETROACTIVE PLAN AMENDMENTS 

Pub. L. 117–2, title IX, § 9632(c), Mar. 11, 2021, 135 Stat. 
160, provided that: ‘‘A plan that otherwise satisfies all 
applicable requirements of sections 125 and 129 of the 
Internal Revenue Code of 1986 (including any rules or 
regulations thereunder) shall not fail to be treated as 
a cafeteria plan or dependent care assistance program 
merely because such plan is amended pursuant to a pro-
vision under this section and such amendment is retro-
active, if—

‘‘(1) such amendment is adopted no later than the 
last day of the plan year in which the amendment is 
effective, and 

‘‘(2) the plan is operated consistent with the terms 
of such amendment during the period beginning on 
the effective date of the amendment and ending on 
the date the amendment is adopted.’’

NONENFORCEMENT OF AMENDMENT MADE BY SECTION 
1151 OF PUB. L. 99–514 FOR FISCAL YEAR 1990

No monies appropriated by Pub. L. 101–136 to be used 
to implement or enforce section 1151 of Pub. L. 99–514 
or the amendments made by such section, see section 
528 of Pub. L. 101–136, set out as a note under section 89 
of this title. 

PLAN AMENDMENTS NOT REQUIRED UNTIL 
JANUARY 1, 1998

For provisions directing that if any amendments 
made by subtitle D [§§ 1401–1465] of title I of Pub. L. 
104–188 require an amendment to any plan or annuity 
contract, such amendment shall not be required to be 
made before the first day of the first plan year begin-
ning on or after Jan. 1, 1998, see section 1465 of Pub. L. 
104–188, set out as a note under section 401 of this title. 

PLAN AMENDMENTS NOT REQUIRED UNTIL 
JANUARY 1, 1989

For provisions directing that if any amendments 
made by subtitle A or subtitle C of title XI [§§ 1101–1147 
and 1171–1177] or title XVIII [§§ 1800–1899A] of Pub. L. 
99–514 require an amendment to any plan, such plan 
amendment shall not be required to be made before the 
first plan year beginning on or after Jan. 1, 1989, see 
section 1140 of Pub. L. 99–514, as amended, set out as a 
note under section 401 of this title. 

§ 130. Certain personal injury liability assign-
ments 

(a) In general 

Any amount received for agreeing to a quali-
fied assignment shall not be included in gross 
income to the extent that such amount does not 
exceed the aggregate cost of any qualified fund-
ing assets. 

(b) Treatment of qualified funding asset 

In the case of any qualified funding asset—

(1) the basis of such asset shall be reduced by 
the amount excluded from gross income under 
subsection (a) by reason of the purchase of 
such asset, and 

(2) any gain recognized on a disposition of 
such asset shall be treated as ordinary income. 

(c) Qualified assignment 

For purposes of this section, the term ‘‘quali-
fied assignment’’ means any assignment of a li-
ability to make periodic payments as damages 
(whether by suit or agreement), or as compensa-
tion under any workmen’s compensation act, on 
account of personal injury or sickness (in a case 
involving physical injury or physical sickness)—

(1) if the assignee assumes such liability 
from a person who is a party to the suit or 
agreement, or the workmen’s compensation 
claim, and 

(2) if—
(A) such periodic payments are fixed and 

determinable as to amount and time of pay-
ment, 

(B) such periodic payments cannot be ac-
celerated, deferred, increased, or decreased 
by the recipient of such payments, 

(C) the assignee’s obligation on account of 
the personal injuries or sickness is no great-
er than the obligation of the person who as-
signed the liability, and 

(D) such periodic payments are excludable 
from the gross income of the recipient under 
paragraph (1) or (2) of section 104(a).

The determination for purposes of this chapter 
of when the recipient is treated as having re-
ceived any payment with respect to which there 
has been a qualified assignment shall be made 
without regard to any provision of such assign-
ment which grants the recipient rights as a 
creditor greater than those of a general creditor. 

(d) Qualified funding asset 

For purposes of this section, the term ‘‘quali-
fied funding asset’’ means any annuity contract 
issued by a company licensed to do business as 
an insurance company under the laws of any 
State, or any obligation of the United States, 
if—

(1) such annuity contract or obligation is 
used by the assignee to fund periodic pay-
ments under any qualified assignment, 

(2) the periods of the payments under the an-
nuity contract or obligation are reasonably re-
lated to the periodic payments under the 
qualified assignment, and the amount of any 
such payment under the contract or obligation 
does not exceed the periodic payment to which 
it relates, 

(3) such annuity contract or obligation is 
designated by the taxpayer (in such manner as 
the Secretary shall by regulations prescribe) 
as being taken into account under this section 
with respect to such qualified assignment, and 

(4) such annuity contract or obligation is 
purchased by the taxpayer not more than 60 
days before the date of the qualified assign-
ment and not later than 60 days after the date 
of such assignment. 

(Added Pub. L. 97–473, title I, § 101(b)(1), Jan. 14, 
1983, 96 Stat. 2605; amended Pub. L. 99–514, title 
X, § 1002(a), Oct. 22, 1986, 100 Stat. 2388; Pub. L. 
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100–647, title VI, § 6079(b)(1), Nov. 10, 1988, 102 
Stat. 3709; Pub. L. 105–34, title IX, § 962(a), Aug. 
5, 1997, 111 Stat. 891.)

Editorial Notes 

PRIOR PROVISIONS 

A prior section 130 was renumbered section 140 of this 
title. 

AMENDMENTS 

1997—Subsec. (c). Pub. L. 105–34, § 962(a)(1), inserted 
‘‘, or as compensation under any workmen’s compensa-
tion act,’’ after ‘‘(whether by suit or agreement)’’ in in-
troductory provisions. 

Subsec. (c)(1). Pub. L. 105–34, § 962(a)(2), inserted ‘‘or 
the workmen’s compensation claim,’’ after ‘‘agree-
ment,’’. 

Subsec. (c)(2)(D). Pub. L. 105–34, § 962(a)(3), substituted 
‘‘paragraph (1) or (2) of section 104(a)’’ for ‘‘section 
104(a)(2)’’. 

1988—Subsec. (c). Pub. L. 100–647, in par. (2), redesig-
nated subpars. (D) and (E) as (C) and (D), respectively, 
struck out former subpar. (C) which provided that the 
assignee does not provide to the recipient of such pay-
ments rights against the assignee which are greater 
than those of a general creditor, and as concluding pro-
visions, inserted at end ‘‘The determination for pur-
poses of this chapter of when the recipient is treated as 
having received any payment with respect to which 
there has been a qualified assignment shall be made 
without regard to any provision of such assignment 
which grants the recipient rights as a creditor greater 
than those of a general creditor.’’

1986—Subsec. (c). Pub. L. 99–514 inserted ‘‘(in a case 
involving physical injury or physical sickness)’’.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 1997 AMENDMENT 

Pub. L. 105–34, title IX, § 962(b), Aug. 5, 1997, 111 Stat. 
892, provided that: ‘‘The amendments made by sub-
section (a) [amending this section] shall apply to 
claims under workmen’s compensation acts filed after 
the date of the enactment of this Act [Aug. 5, 1997].’’

EFFECTIVE DATE OF 1988 AMENDMENT 

Pub. L. 100–647, title VI, § 6079(b)(2), Nov. 10, 1988, 102 
Stat. 3710, provided that: ‘‘The amendment made by 
paragraph (1) [amending this section] shall apply to as-
signments after the date of the enactment of this Act 
[Nov. 10, 1988].’’

EFFECTIVE DATE OF 1986 AMENDMENT 

Pub. L. 99–514, title X, § 1002(b), Oct. 22, 1986, 100 Stat. 
2388, provided that: ‘‘The amendment made by this sec-
tion [amending this section] shall apply to assignments 
entered into after December 31, 1986, in taxable years 
ending after such date.’’

EFFECTIVE DATE 

Pub. L. 97–473, title I, § 101(c), Jan. 14, 1983, 96 Stat. 
2606, provided that: ‘‘The amendments made by this 
section [enacting this section and amending section 104 
of this title] shall apply to taxable years ending after 
December 31, 1982.’’

§ 131. Certain foster care payments 

(a) General rule 

Gross income shall not include amounts re-
ceived by a foster care provider during the tax-
able year as qualified foster care payments. 

(b) Qualified foster care payment defined 

For purposes of this section—

(1) In general 

The term ‘‘qualified foster care payment’’ 
means any payment made pursuant to a foster 

care program of a State or political subdivi-
sion thereof—

(A) which is paid by—
(i) a State or political subdivision there-

of, or 
(ii) a qualified foster care placement 

agency, and

(B) which is—
(i) paid to the foster care provider for 

caring for a qualified foster individual in 
the foster care provider’s home, or 

(ii) a difficulty of care payment. 

(2) Qualified foster individual 

The term ‘‘qualified foster individual’’ 
means any individual who is living in a foster 
family home in which such individual was 
placed by—

(A) an agency of a State or political sub-
division thereof, or 

(B) a qualified foster care placement agen-
cy. 

(3) Qualified foster care placement agency 

The term ‘‘qualified foster care placement 
agency’’ means any placement agency which is 
licensed or certified by—

(A) a State or political subdivision thereof, 
or 

(B) an entity designated by a State or po-
litical subdivision thereof,

for the foster care program of such State or 
political subdivision to make foster care pay-
ments to providers of foster care. 

(4) Limitation based on number of individuals 
over the age of 18

In the case of any foster home in which 
there is a qualified foster care individual who 
has attained age 19, foster care payments 
(other than difficulty of care payments) for 
any period to which such payments relate 
shall not be excludable from gross income 
under subsection (a) to the extent such pay-
ments are made for more than 5 such qualified 
foster individuals. 

(c) Difficulty of care payments 

For purposes of this section—

(1) Difficulty of care payments 

The term ‘‘difficulty of care payments’’ 
means payments to individuals which are not 
described in subsection (b)(1)(B)(i), and 
which—

(A) are compensation for providing the ad-
ditional care of a qualified foster individual 
which is—

(i) required by reason of a physical, men-
tal, or emotional handicap of such indi-
vidual with respect to which the State has 
determined that there is a need for addi-
tional compensation, and 

(ii) provided in the home of the foster 
care provider, and

(B) are designated by the payor as com-
pensation described in subparagraph (A). 

(2) Limitation based on number of individuals 

In the case of any foster home, difficulty of 
care payments for any period to which such 
payments relate shall not be excludable from 
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