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		Abstract

		Special tax rules apply to annuity and life insurance contracts purchased by trusts under qualified retirement plans. Those rules affect the tax treatment of the contracts while the trust owns them, as well as the treatment of the contracts after the trust has distributed them. This Article explains the tax treatment of the cost of life insurance policies purchased by plans, death benefits from the policies, and plan distributions of the policies. The Article also explains the different treatments of plan distributions of transferable and nontransferable annuity contracts. Of particular interest are issues relating to the continuing qualified plan status of distributed annuity contracts and the extent to which plan distributions of such contracts carry plan investment (basis) out with them. 
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