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MEMORANDUM  

 
To: The Montana Trial Lawyers 
From:  Ross P. Keogh, MA, JD1 
Re:  The Taxation of Settlement and Judgments after the 2017 Tax Act (and some observations 
on how you and your practice may be impacted) 
Date:  January 25, 2019 
 

THIS DOCUMENT IS AN INFORMAL COMMUNICATION THAT DOES NOT 
REPRESENT FORMAL TAX ADVICE. 

 
The 2017 Tax Act passed on the eve of 2017 and generally applies to tax years 2018 and forward.  
It is the most dramatic change to the Tax Code since 1986.  Many provisions sunset in 2026, and 
only recently has Treasury provided guidance and interpretation on core provisions.   
 
****For cases involving personal injury or physical sickness, recovery is still excluded.   
 
I. How the 2017 Tax Act affected the taxation of Settlements and Judgments.  
 

1. Attorney fees and costs are no longer generally deductible by individuals. 
 
Prior to the 2017 Tax Act, Section 212 provided a broad deduction for “all the ordinary and 
necessary” expenses associated with “the production or collection of income” to individuals.  
Under this section, legal fees related to employment or income production were deductible as 
itemized deductions. This deduction is suspended for tax years 2018-2025.  The suspension 
significantly increases the cost of litigation for our non-business clients.   
 
 
 
 
 
 
 
 
 
 
                                                 
1 rkeogh@wordenthane.com, 321 W. Broadway, Missoula, MT 59802, 406-721-3400, 406-829-2768 (direct).  A 
special thanks to Sean Morrison, Morrison Law Firm, PLLC (sean@treasurestatetax.com) for his thoughtful review. 
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Consider the following examples: 
  

1. Law firm retained on a 35% contingency fee basis.  There are no costs.  
$100,000 is recovered.2  Client has a marginal (state and federal) tax rate 
of 35%.3   

 
Net Client Recovery: 

 
Pre 2017 Tax Act:  $42,250 
Post 2017 Tax Act: $30,000     
 

2. Law firm retained on a 35% contingency fee basis.  There are $20,000 
in costs,4 which must be covered by the client.  $100,000 is recovered.  
Client has a marginal (state and federal) tax rate of 35%.   

 
Net Client Recovery: 

 
Pre 2017 Tax Act:  $29,250 
Post 2017 Tax Act: $10,000 

 
3. Law firm retained on a 40% contingency fee basis.  There are $25,000 
in costs, which must be covered by the client.  $100,000 is recovered.  
Client has a marginal (state and federal) tax rate of 40%.   

 
Net Client Recovery: 

 
Pre 2017 Tax Act:  $21,000 
Post 2017 Tax Act: $-5,000 

 
For clients at the highest marginal tax rate (income >$400,000), if costs and the contingency fee 
payout exceed 56% of the client’s recovery, the client’s net recovery will be negative.   
 
Negative recovery occurs for the “average”5 Montanan when the combined cost and contingency 
fee amount equal 75% or more of the recovery.   
 
Since costs cannot be deducted against recovery, a case with even a 100% probability of success 
may not be litigable.  This is extraordinary, and would seem to raise constitutional issues.    

                                                 
2 Comm'r v. Banks, 543 U.S. 426, 430, 125 S. Ct. 826, 829, 160 L. Ed. 2d 859 (2005) (“the litigant's income includes 
the portion of the recovery paid to the attorney as a contingent fee.”)  Banks was about the alternative minimum tax, as 
the attorney fees and costs in both cases were deductible under Section 212. Section 62(a)(20) was added during the 
pendency of Banks.      
3 The misc. itemized deduction is suspended against Montana due to federal conformity.  
https://leg.mt.gov/content/Committees/Interim/2017-2018/Revenue-and-Transportation/Meetings/July-2018/tcja-
impacts-individual.pdf 
4 PLR 201552001 indicates that Section 61(a) requires the imputation of recovered costs.   
5 Income greater than $38,700 for individual, $77,400 married.   
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2. A deduction is now broadly denied for payments related to “Sexual 
Harassment and Sexual Abuse.”  

 
The 2017 Tax Act added Section 162(q)6, which provides: 
 

(q)  Payments related to sexual harassment and sexual abuse.  No deduction 
shall be allowed under this chapter for— 
(1) any settlement or payment related to sexual harassment or sexual 

abuse if such settlement or payment is subject to a nondisclosure 
agreement, or 

(2)  attorney’s fees related to such a settlement or payment. 
 
The clear intent of the provision is to limit Defendant’s (“D’s”) deductibility if they required a 
nondisclosure agreement (“NDA”).  However, the language is so broad that it potentially limits 
Plaintiff (“P”) & D’s ability for an attorney fee deduction even if there is no NDA.7   
 
Consider the following implications: 
 

D agrees to pay P $100,000.  D generally gets to deduct the payment, so 
assuming D’s marginal tax rate is 30%,8 D’s effective cost is $70,000.  D 
has to “pay” $30,000 for the NDA.  If P and D split the difference and opt 
not to have an NDA, P should recover $115,000.   

 
P alleges sexual harassment and general negligence against D arising out 
of the conduct of D’s sales person.  The sexual harassment allegation in 
the complaint has, potentially, significantly increased D’s cost of litigation 
as all of D’s attorney fees are no longer deductible.   
 
 
 
 
 
 
 
 
 
 
 
 
 

 

                                                 
6 The provision is colloquially known as the “Harvey Weinstein Tax.” 
7 See, http://www.woodllp.com/Publications/Articles/pdf/Taxing_Sexual_Harassment.pdf 
8 The 199A deduction for pass-through business income and the reduction of the C Corp tax rate to 21% generally 
produce this marginal tax rate.   
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3.  Conclusion: A diagram.   

 
 
II. A Review of the core principals of Settlement and Judgment Taxation: 
 

1.  Section 104(a)(2) still excludes from gross income those payments that are ”on 
account of physical injuries or physical sickness.” 

 
 The exclusion does not apply to punitive damages.  
 The exclusion is not transferable to a spouse.9    
 The exclusion applies to all damages stemming, or flowing from, the 

physical injury or sickness.10   
 The exclusion does not apply to damages prior to “observable bodily harm,” 

so even unwanted physical contact is not excludable.11  
 Standalone emotional distress is not a physical injury or sickness,12 but if 

there are physical manifestations, the exclusion may be appropriate for all or 
a portion of the recovery.13 
 

 

                                                 
9 See Fernandez v. Commissioner, 138 T.C. 378 (2012) (taxpayer does not “step into the shoes” of former spouse such 
that taxpayer would also be entitled to exclude amounts received pursuant to QDRO as result of former spouse's 
disability). 
10 H. Conf. Rep. 104-737, at 301 (1996), 1996-3 C.B. 741, 1041. 
11 PLR 200041022. 
12 See House Conference Report 104-737, p. 301, n.56 (1996): “It is intended that the term emotional distress includes 
symptoms (e.g., insomnia, headaches, stomach disorders) which may result from such emotional distress.” 
13 There are several private letter rulings and three cases parsing emotional distress excludability under Section 
104(a)(2).  As a general rule, if there a physical injury or ailment, the exclusion may be appropriate. 
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2.  Section 62(a)(20) provides a deduction for costs and attorney fees for unlawful 
discrimination.   

 
The deduction is above the line and limited to the amount of income includible related to the suit.   
Section 62(e) lists the types of claims whereby the exclusion is applicable. It includes: Civil Rights 
Act, FMLA, ERISA, Fair Housing Act, ADA, and whistleblower actions.14  
 
Section 62(a) is now the only option to deduct attorney fees and costs (unless in the context of a 
trade or business) for individuals.  The deduction is potentially broad, allowing for deduction if 
damages are in “connection with any action involving [unlawful discrimination].”  Consider if an 
actual lawsuit must be filed, and whether it makes sense to make allegations of unlawful 
discrimination.   
 

3. A “trade or business” can still generally deduct legal fees and expenses.   
 
Section 162(a) provides a deduction for the “ordinary and necessary expenses” paid “in carrying 
on a trade or business.”15  
 
The 2017 Tax Act’s profuse preference for “trades or businesses” and double whammy denial of 
the Section 212 income production deduction will lead to significant litigation over what 
constitutes a trade or business for purposes of Section 162(a).   
 
Treasury—in another 2017 Tax Act context—has indicated that a trade or business is a function 
not of a profit motive, but rather the presence of “considerable, regular, and continuous activity.”16    
 
In general, the trade or business should have been ongoing before the claim started and have been 
reported as such (Schedule C/E/F, 1120, 1120S, or 1065).  
 

4. So, what do we do? 
 
Consider assigning claims to a partnership.    
 
Commissioner v. Banks, 543 U.S. 426 (2005) rejected the notion of “anticipatory assignment,” 
whereby P is viewed to have assigned a portion of P’s right of recovery under a contingency fee 
agreement, thereby excluding that portion of the recovery from P’s income.  Banks at 434.  The 
Court in Banks specifically rejected characterizing a contingency fee arrangement as a partnership 
or joint venture because the attorney and client had a principal-agent relationship.  Banks at 437.      
 

                                                 
14 E.g.: https://www.justice.gov/opa/pr/kalispell-regional-healthcare-system-pay-24-million-settle-false-claims-act-
allegations 
15 Additionally, Section 61(a)(3) exempts expenses associated with “dealings in property” from inclusion in income, 
thereby largely avoiding the inquiry as to whether the renting of real estate is a trade or business under Section162(a). 
16 Final Regulations, 199A, p. 13, citing Commissioner v. Gotezinger, 480 U.S. 23 (1987) (“[w]e do not overrule or 
cut back on the Court’s holding in Higgins when we conclude that if one’s gambling activity is pursued full time, in 
good faith, and with regularity, to the production of income for a livelihood, and is not a mere hobby, it is a trade or 
business within the statutes with which we are here concerned.”) 
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However, the Court appeared reluctant to consider the arguments about an imputed partnership 
because these arguments were raised for the first time on appeal.  “We are especially reluctant to 
entertain novel propositions of law with broad implications for the tax system that were not 
advanced in earlier stages of the litigation and not examined by the Court of Appeals.”  Banks at 
438.   

Given the fundamental change in the taxation of settlements and judgments under the 2017 Tax 
Act, a whole population of cases may now have negative recovery simply due to the anticipated 
costs.  If you encounter such a case, you may want to consider whether a partnership structure is 
appropriate, which would generally be designed as follows: 

a) P is represented by independent counsel.
b) P and P’s Attorney (“Counsel”) form Lawsuit X, LLC.
c) P assigns all of P’s right and interest in the claim to Lawsuit X, LLC.17

d) Counsel is the manager of Lawsuit X, LLC, with enumerated agency to 
resolve or settle the claim if certain triggers are met, and potentially without 
the approval of P (with the intent to blunt the principal-agency affirmatory 
identified in Banks).

e) The operating agreement for Lawsuit X, LLC provides that P receives x% of 
any recovery, after Counsel is reimbursed dollar for dollar (plus interest at 
the applicable federal rate) for any advanced costs. 

It would be prudent to ask for a private letter ruling from the Service as to the proposed structure.   

5. General framework for claim analysis and tax planning.

a) An allocation between adverse parties will generally be respected, so long as
it is negotiated at arms length.

b) The allocation should be consistently reported by the parties, with
contractual indemnification language to further induce consistencyi.

c) Be mindful of reporting requirements and withholdings (W2 and 1099)—
only per se excludable payments (such as under 104(a)) do not need to be
reported.

d) Consider recitals, representation, and indemnification provisions, and
consider specifying reporting obligations in the settlement agreement.

6. Tax planning around settlements.

a) Structured settlements, with payments in multiple tax periods can produce
client tax savings.  Consider the 2019 Tax Brackets:

17 There may be state law issues with such assignment.   
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M
ar

ri
ed

 

 Base 
Amount 

Marginal 
Tax Rate 

Marginal 
Value 

Less than $19,50018  $0 12.0% 2.40% 
Over $19,050 to $35,800 $2,130 17.0% 3.40% 
Over $35,800 but not over $77,400 $5,055 18.9% 3.78% 
Over $77,400 but not over $165,000 $12,917 28.9% 5.78% 
Over $165,000 but not over $315,000 $38,234 30.9% 6.18% 

Over $315,000 but not over $400,000 $84,584 38.9%  7.78% 
Over $400,000 but not over $600,000 $117,649 41.9% 8.38% 

 
Over $600,000 $201,449 43.9% 8.78% 

U
n

m
ar

ri
ed

 

Not over $9,525  12.0% 2.40% 
Over $9,525 but not over $17,900 $1,160 17.0%  3.40% 
Over $17,900 but not over $38,700 $2,528  18.9%  3.78% 
Over $38,700 but not over $82,500 $6,459 28.9% 5.78% 
Over $82,500 but not over $157,500 $19,117 30.9%  6.18% 
Over $157,500 but not over $200,000 $42,292 38.9%  7.78% 

 
Over $200,000 but not over $500,000 $58,824 41.9% 8.38% 
Over $500,000 $184,524 43.9% 8.78% 

 
b) What is the character of settlement proceeds?   

 
a. Ordinary Income v. Capital Gain 

i. Generally, the complaint is the most persuasive evidence as 
to how settlement payments should be characterized.19  

ii. What is the origin of the claim, and if there are multiple 
claims, how should the amount allocated to that claim be 
characterized?   

 
c) Consider opportunities for further tax planning: 

 
a. If the settlement involves a principal residence of the taxpayer, 

$500,000 in exclusion is provided under Section 121, depending on 
the circumstances. 

b. If settlement proceeds involve capital gain with respect to an 
“interest in real property” (e.g. money paid for an easement), Section 
1031 may provide deferral.  

                                                 
18 Averages Montana's escalating rate, and assumes perfectly optimized married filing separate on joint return 
19 Rev. Rul. 85-98 
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c. Section 1400Z-2 is available for capital gain.  Under the 2017 Tax 
Act, existing, new, or expanding businesses located in an 
Opportunity Zone can potentially enjoy the following two tax 
benefits: 
i. Deferral of gain on new investments in the business (and 

some free basis), and 
ii. Avoidance of gain after holding such assets for ten (10) 

years. 
 
III.  How the 2017 Tax Act Affected Montanans 
 

 2017 Tax Act Background20 
o The bill passed on the eve of 2017, and with some minor retroactive exceptions, 

applies to tax years ending after December 31, 2017.  It is the most significant 
overhaul of the tax code since 1986.  Though many of the provisions sunset at the 
end of 2026, the 2017 Tax Act’s template for the taxation of pass-through entities is 
likely to live on.   

o The 2017 Tax Act largely reinforces business and individual tax planning that has 
been the focus of advisors since 1986.  With a few exceptions (professional 
corporations, charitable giving, and professional service partnerships), the 2017 Tax 
Act does not necessitate dramatic changes to the organization and conduct of 
America’s businesses.  Foreign subsidiaries and companies are a different matter 
and changes to 26 USC § 945 are not covered here.   

o The 2017 Tax Act was scored to cost $1.5 Trillion, which was after the addition of 
many revenue-adding provisions.  What could you do with that amount of money?   
 Send 20,000 people to the Space Station. 
 Lift 3.2 million children out of poverty; make four‐year public college 

tuition‐free; and guarantee every worker 12 weeks of annual paid family and 
medical leave at 66 percent of their monthly wages. 

 Provide universal public day care to all who want it, and build a national 
high‐speed rail system. 

o The US Department of Treasury continues to work to provide 
guidance/clarification.  The key areas we expect Treasury to clarify according to 
their priority guidance plan are:21  
 163(j) business interest limitation; computation information; and 
 168(k) depreciation. 

o Tax Reform 2.0.  Many of the provisions sunset around 12/31/2026. 
 
 
 

                                                 
20 Public Law 115-97, https://www.congress.gov/bill/115th-congress/house-bill/1/text.   
21 Available at: https://www.irs.gov/pub/irs-utl/2017-2018_pgp_3rd_quarter_update.pdf) 
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 Key Structural Changes For Individual Taxpayers   
o Elimination of the Personal Exemption.   
o Increased (doubled) Standard Deduction to $12,000/$24,000 (single/married).   
o New (generally lower) tax rates. 
o “SALT” limitation:  Deduction for state and local taxes is capped at $10,000.  

(Vehicle license fees, income tax, and property tax). 
o Modifications to the calculation of AMT. 
o Enhanced Child Tax Credit and Dependent Credit: increased from $1k to $2k per 

child with a phase out at $200,000/$400,000 (single/married).   
o Changes to available deductions, including:  

 Eliminated deduction for business entertainment. 
 Reduced deduction for business meals. 
 Home Equity limited to $750,000 (from $1 million) and only if such debt 

was used to “buy, build[,] or substantially improve the taxpayer’s home that 
secures the loan.” (Any home equity indebtedness was generally deductible 
under prior law).22   

 Repealed deduction for personal casualty losses. 
 Medical expenses: 7.5% limitation for 2017-18, 10% for 2019. 
 Repealed deduction for moving expenses. 

 
 Changes to Family Transfer & Retirement Planning 

o § 529 (which provides tax free growth for education savings): 
 Allows § 529 accounts to be used for up to $10,000 of elementary and 

secondary school tuition.  NOTE: Accounts must be opened three years 
prior to the date of the withdrawal.  Otherwise, they may be subject to 
recapture.  Withdrawals for non-higher education purposes will be subject to 
state income tax recapture according to the Montana Department of 
Revenue.  (Montana provides a deduction for contributions to 529 
accounts).23     

 Excludes from income student loan discharges for death or disability, until 
the end of 2025. 

 Allows rollovers from § 529 plans into ABLE accounts, and increases 
contribution limit for ABLE accounts, until end of 2025. 

 The final bill did not include provisions for use by home schoolers. 
o Kiddie tax: 

 “Simplified” version. 
 Apply estate and trust brackets to net unearned income of child; child’s 

brackets apply to earned income. 
 No longer tied to parents’ return. 

o Roth conversion: 
                                                 
22 IR-2018-32, https://content.govdelivery.com/accounts/USIRS/bulletins/1dca891   
23 https://mtrevenue.gov/2018/03/01/withdrawals-montana-529-plans-may-be-taxable/ 
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 The 2017 Tax Act repeals a special rule that allows an individual to 
recharacterize a contribution to a traditional IRA as a contribution to a Roth 
IRA, and vice versa, with some exceptions. 

 Under the provision, re-characterization cannot be used to unwind a Roth 
conversion, but it may be used with respect to other contributions.  

o Estate tax:  
 Doubles basic exclusion amount from $5 million to $10 million (adjusted 

for inflation occurring after 2017). 
 $11.2M per person, so $22.4M per couple. 
 Effective January 1, 2018 and until December 31, 2025.  
 Exemptions would revert back to $5 million (indexed for inflation) after 

December 31, 2025. 
 No provision for repeal. 
 Maximum tax rate does not change: 40%. 
 Portability – retained. 
 Basis adjustment (step up/down) of § 1014: retained. 

o Gift Tax: annual exclusion of $15,000 in 2018 (no change under the 2017 Tax Act).   
o Divorce: Alimony, for “divorces” after 12/31/2018, no longer deductible by the 

Payor and excludable by the Payee. 
o The 2017 Tax Act reduces to zero the individual mandate penalty on individuals 

who fail to maintain healthcare coverage under the Affordable Care Act, modifying 
§ 5000A, effective for years after December 31, 2018. 

 

Business Provisions 
 

 New C Corp Tax Rate—21%, and elimination of the personal service corporation tax rate 
of 35%.   

o For Montanans, C Corporation conversions generally do not make sense:   
  

C Corporation Partnership 
Net pre-tax income $100,000 $100,000 
Corporate level tax w/MT tax 27.75% 0.00% 
Tax $27,750 0    

Cash to taxpayer after entity level tax $72,250 $100,000 
Taxpayer’s taxable income $72,250 $100,000 
Individual income tax MT & Federal 
(highest marginal rate) 

30.70% 43.90% 

Tax $22,181 $43,900 
Total tax $49,931 $43,900 
Net cash $50,069 $56,100 
% of Net income recovered 50.07% 56.10% 
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 199A/QBI/Pass-Through deduction 
o Provides 20% deduction for business income.  This is fully available to taxpayers 

with taxable income below an inflation indexed threshold of $157,500/$315,000 
(single/married) with a phase-out to $207,500/$415,000.  The marginal value of the 
deduction is 2.4% to 7.78%, depending on the taxpayer’s marginal tax rate.    

o Although Montana has determined that the QBI deduction does not apply against 
Montana’s income tax, this interpretation appears erroneous and contrary to statute. 
Qualifying business income is income from a trade or business, which is not a wage 
or other service based compensation.   
 Ex:  taxpayer is the sole shareholder of an S Corporation.  Business has 

$100,000 in profit, taxpayer is paid wage of $50,000 from the profit and 
$50,000 is distributed to the taxpayer.  Taxpayer has $50,000 of QBI and 
saves, roughly, $2,500 in tax with the QBI deduction. 

 Rental real estate is not a trade or business, unless the taxpayer can show 
250 hours annually towards the activity.     

o For taxpayers with taxable income above $207,500/$415,000, QBI deduction is 
disallowed depending on the source of the income (A “Specified Service Business” 
or “SSTB”): 
 The business is a “specified service” if it is in the fields of: 

 Health, law, accounting, actuarial science, performing arts, 
consulting, athletics, financial services, brokerage services, or where 
the principal asset is the reputation or skill of the employee/owner.   

o If the source of the income is not from a Specified Service, the QBI deduction is 
limited when taxable income is above $207,500/$415,000, to the greater of: 
 50% of wages (W-2) paid by the respective trade or business, or the sum of 

25% Wages and 2.5% unadjusted basis qualified property (generally the 
price on the date purchased) of the business.   
 

 Additional Business Changes.  
o § 1031:  1031 exchanges limited to “real property”, no more exchanges of tangible 

personal property such as baseball player contracts, art, or vehicles.  (Section 1031 
provides for deferral of gain for the “exchange” of like property).   

o § 708(a):  Partnership technical terminations eliminated.  Prior law provided that if 
50 percent or more of the total interest in partnership capital and profits was sold or 
exchanged, the partnership would experience a technical termination.  The result, 
however, does not produce guaranteed capital gain treatment for “stock” sale 
transaction of partnerships because of the hot asset rules of section 751(a), 
providing that the transfer is not a capital gain for unrealized receivables and 
inventory (which are broadly defined).     

o § 163(j): For businesses with annual gross sales above $25 million, the 2017 Tax 
Act limits the deduction for net interest expenses incurred to generally 30% of 
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adjusted taxable income (with applicable adjustments for floor plan financing and 
interest income).  

o Expanded family leave credit to businesses: 12.5% to 25% of wages paid during 
“qualifying” Family Medical Leave. 

o Methods of accounting: 
 With regard to the cash method of accounting, the 2017 Tax Act increases 

the average gross receipts threshold for corporations and partnerships with 
corporate partners to $25 million (indexed for inflation) and extends it to 
farm corporations and farm partnerships with a corporate partner, as well as 
family farm corporations. 

 Permits businesses with average gross receipts of $25 million or less to use 
the cash method of accounting even if the business has inventory, as long as 
it treats inventory as non‐incidental materials and supplies or the method of 
accounting conforms to the taxpayer’s applicable financial statements. 

o Net Operating Losses (NOLs): 
 The 2017 Tax Act limits the NOL deduction to 80% of taxable income, 

effective for taxable years beginning after December 31, 2017.  
 The 2017 Tax Act also repeals the two-year carryback and the special 

carryback provisions, but provides an exception for certain farming losses.  
o Domestic Production Deduction (DPAD) no longer available.   
o Employee Achievement Award: tax free to the extent the employer can deduct its 

cost, generally limited to $400 for one employee or $1,600 for a qualified plan 
award. 

o R&D:  Beginning in 2022, R&D expenditures must be capitalized and amortized 
ratably over a five-year period. 
 

 Depreciation changes and issues 
o Doubled Section 179. 
o $1 million depreciation limit (phase out at $2.5 million). 
o 100% bonus depreciation allowed, and available September 27, 2017 – December 

31, 2022. 
o Luxury auto limits increased. 
o Recovery period shortened for some asset classes (farming). 
 

i Form MDTL Language.   
 

10(a). Taxation 
  
Neither Releasee nor Releasee’s attorney make any representations about the taxability of any portion of the 
consideration made in exchange for this Release and Settlement.  Releasor shall bear the sole responsibility 
for any and all tax consequences related to this Release and Settlement Agreement, and shall fully indemnify 
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Releasee and Releasee’s attorney for any tax liability that arises thereof, including any fees and costs related 
to enforcement of this clause. 
 
10(b). Taxation (wage-related claims) 
  
The Settlement Amount shall be allocated as follows:  (1) $______ of the Settlement Amount shall be 
considered attorneys’ fees; and (2) $______ of the Settlement Amount shall be considered wages, subject to 
any and all state and federal deductions required by law. 
 
10(c). Taxation (strictly personal injury) 
 
All sums set forth above constitute damages on account of personal physical injuries or physical sickness 
arising from an occurrence within the meaning of Section 104(a)(2) of the Internal Revenue Code of 1986.   

 


