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Example 7. On January 15, 1972, D, an indi-
vidual who reports his income on the cal-
endar year basis, transfers a capital asset
held for more than 6 months consisting of a
valuable painting to a pooled income fund
described in section 642(c)(5), which is main-
tained by a university, and creates an in-
come interest in such painting for E for life.
E is an individual not standing in a relation-
ship to D described in section 267(b). The re-
mainder interest in the property is contrib-
uted by D to the university. The trustee of
the pooled income fund puts the painting to
an unrelated use within the meaning of para-
graph (b)(3) of § 1.170A–4. Accordingly, D is
allowed a deduction under section 170 in 1972
for the present value of the remainder inter-
est in the painting, after reducing such
amount under section 170 (e)(1)(B)(i) and
paragraph (a)(2) of § 1.170A–4. This reduction
in the amount of the contribution is required
since under paragraph (b)(3) of that section
the use by the pooled income fund of the
painting is a use which would have been an
unrelated use if it had been made by the uni-
versity.

(c) Effective date. This section applies
only to contributions paid in taxable
years beginning after December 31,
1969.

[T.D. 7207, 37 FR 20779, Oct. 4, 1972, as amend-
ed by T.D. 8540, 59 FR 30102, June 10, 1994]

§ 1.170A–6 Charitable contributions in
trust.

(a) In general. (1) No deduction is al-
lowed under section 170 for the fair
market value of a charitable contribu-
tion of any interest in property which
is less than the donor’s entire interest
in the property and which is trans-
ferred in trust unless the transfer
meets the requirements of paragraph
(b) or (c) of this section. If the donor’s
entire interest in the property is trans-
ferred in trust and is contributed to a
charitable organization described in
section 170(c), a deduction is allowed
under section 170. Thus, if on July 1,
1972, property is transferred in trust
with the requirement that the income
of the trust be paid for a term of 20
years to a church and thereafter the re-
mainder be paid to an educational or-
ganization described in section
170(b)(1)(A), a deduction is allowed for
the value of such property. See section
170(f)(2) and (3)(B), and paragraph (b)(1)
of § 1.170A–7.

(2) A deduction is allowed without re-
gard to this section for a contribution

of a partial interest in property if such
interest is the taxpayer’s entire inter-
est in the property, such as an income
interest or a remainder interest. If,
however, the property in which such
partial interest exists was divided in
order to create such interest and thus
avoid section 170(f)(2), the deduction
will not be allowed. Thus, for example,
assume that a taxpayer desires to con-
tribute to a charitable organization the
reversionary interest in certain stocks
and bonds which he owns. If the tax-
payer transfers such property in trust
with the requirement that the income
of the trust be paid to his son for life
and that the reversionary interest be
paid to himself and immediately after
creating the trust contributes the re-
versionary interest to a charitable or-
ganization, no deduction will be al-
lowed under section 170 for the con-
tribution of the taxpayer’s entire inter-
est consisting of the reversionary in-
terest in the trust.

(b) Charitable contribution of a remain-
der interest in trust—(1) In general. No
deduction is allowed under section 170
for the fair market value of a chari-
table contribution of a remainder in-
terest in property which is less than
the donor’s entire interest in the prop-
erty and which the donor transfers in
trust unless the trust is:

(i) A pooled income fund described in
section 642(c)(5) and § 1.642(c)–5,

(ii) A charitable remainder annuity
trust described in section 664(d)(1) and
§ 1.664–2, or

(iii) A charitable remainder unitrust
described in section 664(d)(2) and § 1.664–
3.

(2) Value of a remainder interest. The
fair market value of a remainder inter-
est in a pooled income fund shall be
computed under § 1.642(c)–6. The fair
market value of a remainder interest
in a charitable remainder annuity
trust shall be computed under § 1.664–2.
The fair market value of a remainder
interest in a charitable remainder
unitrust shall be computed under
§ 1.664–4. However, in some cases a re-
duction in the amount of a charitable
contribution of the remainder interest
may be required. See section 170(e) and
§ 1.170A–4.
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(c) Charitable contribution of an income
interest in trust—(1) In general. No de-
duction is allowed under section 170 for
the fair market value of a charitable
contribution of an income interest in
property which is less than the donor’s
entire interest in the property and
which the donor transfers in trust un-
less the income interest is either a
guaranteed annuity interest or a
unitrust interest, as defined in para-
graph (c)(2) of this section, and the
grantor is treated as the owner of such
interest for purposes of applying sec-
tion 671, relating to grantors and oth-
ers treated as substantial owners. See
section 4947(a)(2) for the application to
such income interests in trust of the
provisions relating to private founda-
tions and section 508(e) for rules relat-
ing to provisions required in the gov-
erning instruments.

(2) Definitions. For purposes of this
paragraph:

(i) Guaranteed annuity interest. (A) An
income interest is a ‘‘guaranteed annu-
ity interest’’, only if it is an irrev-
ocable right pursuant to the governing
instrument of the trust to receive a
guaranteed annuity. A guaranteed an-
nuity is an arrangement under which a
determinable amount is paid periodi-
cally, but not less often than annually,
for a specified term or for the life or
lives of an individual or individuals,
each of whom must be living at the
date of transfer and can be ascertained
at such date. For example, the annuity
may be paid for the life of A plus a
term of years. An amount is deter-
minable if the exact amount which
must be paid under the conditions spec-
ified in the governing instrument of
the trust can be ascertained as of the
date of transfer. For example, the
amount to be paid may be a stated sum
for a term, or for the life of an indi-
vidual, at the expiration of which it
may be changed by a specified amount,
but it may not be redetermined by ref-
erence to a fluctuating index such as
the cost of living index. In further il-
lustration, the amount to be paid may
be expressed in terms of a fraction or
percentage of the cost of living index
on the date of transfer.

(B) An income interest is a guaran-
teed annuity interest only if it is a
guaranteed annuity interest in every

respect. For example, if the income in-
terest is the right to receive from a
trust each year a payment equal to the
lesser of a sum certain or a fixed per-
centage of the net fair market value of
the trust assets, determined annually,
such interest is not a guaranteed annu-
ity interest.

(C) Where a charitable interest is in
the form of a guaranteed annuity inter-
est, the governing instrument of the
trust may provide that income of the
trust which is in excess of the amount
required to pay the guaranteed annuity
interest shall be paid to or for the use
of a charitable organization. Neverthe-
less, the amount of the deduction
under section 170(f)(2)(B) shall be lim-
ited to the fair market value of the
guaranteed annuity interest as deter-
mined under paragraph (c)(3) of this
section. For a rule relating to treat-
ment by the grantor of any contribu-
tion made by the trust in excess of the
amount required to pay the guaranteed
annuity interest, see paragraph
(d)(2)(ii) of this section.

(D) If the present value on the date of
transfer of all the income interests for
a charitable purpose exceeds 60 percent
of the aggregate fair market value of
all amounts in the trust (after the pay-
ment of liabilities), the income inter-
est will not be considered a guaranteed
annuity interest unless the governing
instrument of the trust prohibits both
the acquisition and the retention of as-
sets which would give rise to a tax
under section 4944 if the trustee had ac-
quired such assets. The requirement in
this subdivision (D) for a prohibition in
the governing instrument against the
retention of assets which would give
rise to a tax under section 4944 if the
trustee had acquired the assets shall
not apply to a transfer in trust made
on or before May 21, 1972.

(E) An income interest consisting of
an annuity transferred in trust after
May 21, 1972, will not be considered a
guaranteed annuity interest if any
amount other than an amount in pay-
ment of a guaranteed annuity interest
may be paid by the trust for a private
purpose before the expiration of all the
income interests for a charitable pur-
pose, unless such amount for a private
purpose is paid from a group of assets

VerDate 23<MAR>99 07:40 Apr 22, 1999 Jkt 183082 PO 00000 Frm 00059 Fmt 8010 Sfmt 8010 Y:\SGML\183082T.XXX pfrm02 PsN: 183082T



64

26 CFR Ch. I (4–1–99 Edition)§ 1.170A–6

which, pursuant to the governing in-
strument of the trust, are devoted ex-
clusively to private purposes and to
which section 4947(a)(2) is inapplicable
by reason of section 4947(a)(2)(B). The
exception in the immediately pre-
ceding sentence with respect to any
guaranteed annuity for a private pur-
pose shall apply only if the obligation
to pay the annuity for a charitable pur-
pose begins as of the date of creation of
the trust and the obligation to pay the
guaranteed annuity for a private pur-
pose does not precede in point of time
the obligation to pay the annuity for a
charitable purpose and only if the gov-
erning instrument of the trust does not
provide for any preference or priority
in respect of any payment of the guar-
anteed annuity for a private purpose as
opposed to any payment of any annuity
for a charitable purpose. For purposes
of this subdivision (E), an amount is
not paid for a private purpose if it is
paid for an adequate and full consider-
ation in money or money’s worth. See
§ 53.4947–1 (c) of this chapter (Founda-
tion Excise Tax Regulations) for rules
relating to the inapplicability of sec-
tion 4947(a)(2) to segregated amounts in
a split-interest trust.

Example. In 1975, E transfers $75,000 in trust
with the requirement that an annuity of
$5,000 a year, payable annually at the end of
each year, be paid to B, an individual, for a
period of 5 years and thereafter an annuity
of $5,000 a year, payable annually at the end
of each year, be paid to M Charity for a pe-
riod of 5 years. The remainder is to be paid
to C, an individual. No deduction is allowed
under subparagraph (1) of this paragraph
with respect to the charitable annuity be-
cause it is not a ‘‘guaranteed annuity inter-
est’’ within the meaning of this subdivision.

(F) For rules relating to certain gov-
erning instrument requirements and to
the imposition of certain excise taxes
where the guaranteed annuity interest
is in trust and for rules governing pay-
ment of private income interests by a
split-interest trust, see section
4947(a)(2) and (b)(3)(A), and the regula-
tions thereunder.

(ii) Unitrust interest. (A) An income
interest is a ‘‘unitrust interest’’ only if
it is an irrevocable right pursuant to
the governing instrument of the trust
to receive payment, not less often than
annually of a fixed percentage of the
net fair market value of the trust as-

sets, determined annually. In com-
puting the net fair market value of the
trust assets, all assets and liabilities
shall be taken into account without re-
gard to whether particular items are
taken into account in determining the
income of the trust. The net fair mar-
ket value of the trust assets may be de-
termined on any one date during the
year or by taking the average of valu-
ations made on more than one date
during the year, provided that the
same valuation date or dates and valu-
ation methods are used each year.
Where the governing instrument of the
trust does not specify the valuation
date or dates, the trustee shall select
such date or dates and shall indicate
his selection on the first return on
Form 1041 which the trust is required
to file. Payments under a unitrust in-
terest may be paid for a specified term
or for the life or lives of an individual
or individuals, each of whom must be
living at the date of transfer and can
be ascertained at such date. For exam-
ple, the unitrust interest may be paid
for the life of A plus a term of years.

(B) An income interest is a unitrust
interest only if it is a unitrust interest
in every respect. For example, if the in-
come interest is the right to receive
from a trust each year a payment equal
to the lesser of a sum certain or a fixed
percentage of the net fair market value
of the trust assets, determined annu-
ally, such interest is not a unitrust in-
terest.

(C) Where a charitable interest is in
the form of a unitrust interest, the
governing instrument of the trust may
provide that income of the trust which
is in excess of the amount required to
pay the unitrust interest shall be paid
to or for the use of a charitable organi-
zation. Nevertheless, the amount of the
deduction under section 170(f)(2)(B)
shall be limited to the fair market
value of the unitrust interest as deter-
mined under paragraph (c)(3) of this
section. For a rule relating to treat-
ment by the grantor of any contribu-
tion made by the trust in excess of the
amount required to pay the unitrust
interest, see paragraph (d)(2)(ii) of this
section.

(D) An income interest in the form of
a unitrust interest will not be consid-
ered a unitrust interest if any amount
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other than an amount in payment of a
unitrust interest may be paid by the
trust for a private purpose before the
expiration of all the income interests
for a charitable purpose, unless such
amount for a private purpose is paid
from a group of assets which, pursuant
to the governing instrument of the
trust, are devoted exclusively to pri-
vate purposes and to which section
4947(a)(2) is inapplicable by reason of
section 4947 (a)(2)(B). The exception in
the immediately preceding sentence
with respect to any unitrust interest
for a private purpose shall apply only if
the obligation to pay the unitrust in-
terest for a charitable purpose begins
as of the date of creation of the trust
and the obligation to pay the unitrust
interest for a private purpose does not
precede in point of time the obligation
to pay the unitrust interest for a chari-
table purpose and only if the governing
instrument of the trust does not pro-
vide for any preference or priority in
respect of any payment of the unitrust
interest for a private purpose as op-
posed to any payments of any unitrust
interest for a charitable purpose. For
purposes of this subdivision (D), an
amount is not paid for a private pur-
pose if it is paid for an adequate and
full consideration in money or money’s
worth. See § 53.4947–1(c) of this chapter
(Foundation Excise Tax Regulations)
for rules relating to the inapplicability
of section 4947(a)(2) to segregated
amounts in a split-interest trust.

(E) For rules relating to certain gov-
erning instrument requirements and to
the imposition of certain excise taxes
where the unitrust interest is in trust
and for rules governing payment of pri-
vate income interests by a split-inter-
est trust, see section 4947(a)(2) and
(b)(3)(A), and the regulations there-
under.

(3) Valuation of income interest. (i) The
deduction allowed by section
170(f)(2)(B) for a charitable contribu-
tion of a guaranteed annuity interest is
limited to the fair market value of
such interest on the date of contribu-
tion, as computed under § 20.2031–7 or,
for certain prior periods, 20.2031–7A of
this chapter (Estate Tax Regulations).

(ii) The deduction allowed under sec-
tion 170(f)(2)(B) for a charitable con-
tribution of a unitrust interest is lim-

ited to the fair market value of the
unitrust interest on the date of con-
tribution. The fair market value of the
unitrust interest shall be determined
by subtracting the present value of all
interests in the transferred property
other than the unitrust interest from
the fair market value of the trans-
ferred property.

(iii) If by reason of all the conditions
and circumstances surrounding a
transfer of an income interest in prop-
erty in trust it appears that the char-
ity may not receive the beneficial en-
joyment of the interest, a deduction
will be allowed under paragraph (c)(1)
of this section only for the minimum
amount it is evident the charity will
receive. The application of this sub-
division may be illustrated by the fol-
lowing examples:

Example 1. In 1972, B transfers $20,000 in
trust with the requirement that M Church be
paid a guaranteed annuity interest (as de-
fined in subparagraph (2)(i) of this para-
graph) of $4,000, payable annually at the end
of each year for 9 years, and that the residue
revert to himself. Since the fair market
value of an annuity of $4,000 a year for a pe-
riod of 9 years, as determined under § 20.2031–
7A(c) of this chapter, is $27,206.80 ($4,000 ×
6.8017), it appears that M will not receive the
beneficial enjoyment of the income interest.
Accordingly, even though B is treated as the
owner of the trust under section 673, he is al-
lowed a deduction under subparagraph (1) of
this paragraph for only $20,000, which is the
minimum amount it is evident M will re-
ceive.

Example 2. In 1975, C transfers $40,000 in
trust with the requirement that D, an indi-
vidual, and X Charity be paid simultaneously
guaranteed annuity interests (as defined in
subparagraph (2)(i) of this paragraph) of
$5,000 a year each, payable annually at the
end of each year, for a period of 5 years and
that the remainder be paid to C’s children.
The fair market value of two annuities of
$5,000 each a year for a period of 5 years is
$42,124 ([$5,000 × 4.2124] × 2), as determined
under § 20.2031–7A(c) of this chapter. The
trust instrument provides that in the event
the trust fund is insufficient to pay both an-
nuities in a given year, the trust fund will be
evenly divided between the charitable and
private annuitants. The deduction under sub-
paragraph (1) of this paragraph with respect
to the charitable annuity will be limited to
$20,000, which is the minimum amount it is
evident X will receive.
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Example 3. In 1975, D transfers $65,000 in
trust with the requirement that a guaran-
teed annuity interest (as defined in subpara-
graph (2)(i) of this paragraph) of $5,000 a
year, payable annually at the end of each
year, be paid to Y Charity for a period of 10
years and that a guaranteed annuity interest
(as defined in subparagraph (2)(i) of this
paragraph) of $5,000 a year, payable annually
at the end of each year, be paid to W, his
wife, aged 62, for 10 years or until her prior
death. The annuities are to be paid simulta-
neously, and the remainder is to be paid to
D’s children. The fair market value of the
private annuity is $33,877 ($5,000 × 6.7754), as
determined pursuant to § 20.2031–7A(c) of this
chapter and by the use of factors involving
one life and a term of years as published in
Publication 723A (12–70). The fair market
value of the charitable annuity is $36,800.50
($5,000 × 7.3601), as determined under § 20.2031–
7A(c) of this chapter. It is not evident from
the governing instrument of the trust or
from local law that the trustee would be re-
quired to apportion the trust fund between
the wife and charity in the event the fund
were insufficient to pay both annuities in a
given year. Accordingly, the deduction under
subparagraph (1) of this paragraph with re-
spect to the charitable annuity will be lim-
ited to $31,123 ($65,000 less $33,877 [the value
of the private annuity]), which is the min-
imum amount it is evident Y will receive.

(iv) See paragraph (b)(1) of § 1.170A–4
for rule that the term ordinary income
property for purposes of section 170(e)
does not include an income interest in
respect of which a deduction is allowed
under section 170(f)(2)(B) and this para-
graph.

(4) Recapture upon termination of treat-
ment as owner. If for any reason the
donor of an income interest in property
ceases at any time before the termi-
nation of such interest to be treated as
the owner of such interest for purposes
of applying section 671, as for example,
where he dies before the termination of
such interest, he shall for purposes of
this chapter be considered as having re-
ceived, on the date he ceases to be so
treated, an amount of income equal to
(i) the amount of any deduction he was
allowed under section 170 for the con-
tribution of such interest reduced by
(ii) the discounted value of all amounts
which were required to be, and actually
were, paid with respect to such interest
under the terms of trust to the chari-
table organization before the time at
which he ceases to be treated as the
owner of the interest. The discounted

value of the amounts described in sub-
division (ii) of this subparagraph shall
be computed by treating each such
amount as a contribution of a remain-
der interest after a term of years and
valuing such amount as of the date of
contribution of the income interest by
the donor, such value to be determined
under § 20.2031–7 of this chapter consist-
ently with the manner in which the
fair market value of the income inter-
est was determined pursuant to sub-
paragraph (3)(i) of this paragraph. The
application of this subparagraph will
not be construed to disallow a deduc-
tion to the trust for amounts paid by
the trust to the charitable organiza-
tion after the time at which the donor
ceased to be treated as the owner of the
trust.

(5) Illustrations. The application of
this paragraph may be illustrated by
the following examples:

Example 1. On January 1, 1970, A contrib-
utes to a church in trust a 9-year irrevocable
income interest in property. Both A and the
trust report income on a calendar year basis.
The fair market value of the property placed
in trust is $10,000. The trust instrument pro-
vides that the church will receive an annuity
of $500, payable annually at the end of each
year for 9 years. The income interest is a
guaranteed annuity interest as defined in
subparagraph (2)(i) of this paragraph; upon
termination of such interest the residue of
the trust is to revert to A. By reference to
§ 20.2031–7A(c) of this chapter, it is found that
the figure in column (2) opposite 9 years is
6.8017. The present value of the annuity is
therefore $3,400.85 ($500 × 6.8017). The present
value of the income interest and A’s chari-
table contribution for 1970 is $3,400.85.

Example 2. (a) On January 1, 1970, B con-
tributes to a church in trust a 9-year irrev-
ocable income interest in property. Both B
and the trust report income on a calendar
year basis. The fair market value of the
property placed in trust is $10,000. The trust
instrument provides that the trust will pay
to the church at the end of each year for 9
years 5 percent of the fair market value of
all property in the trust at the beginning of
the year. The income interest is a unitrust
interest as defined in subparagraph (2)(ii) of
this paragraph; upon termination of such in-
terest the residue of the trust is to revert to
B.

(b) By reference to Table F in § 1.664–4
(b)(5), the adjusted payout rate is 4.717 per-
cent (5 percent × 0.943396). The present value
of the reversion is $6,473.75, computed by ref-
erence to Table D in § 1.664–4A(c), as follows:
Factor at 4.6 percent for 9 years ........................... 0.654539
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Factor at 4.8 percent for 9 years ........................... .642292

Difference ....................................................... .012247
Interpolation adjustment:

4.717%¥4.6%/0.2%=×/0.012247
×=0.007164

Factor at 4.6 percent for 9 years ........................... .654539
Less: Interpolation adjustment ............................... .007164

Interpolated factor ........................................... .647375
Present value of reversion ($10,000×0.647375) ... $6,473.75

(c) The present value of the income inter-
est and B’s charitable contribution for 1970 is
$3,526.25 ($10,000¥$6,473.75).

Example 3. (a) On January 1, 1970, C con-
tributes to a church in trust a 9-year irrev-
ocable income interest in property. Both C
and the trust report income on a calendar
year basis. The fair market value of the
property placed in trust is $10,000. The trust
instrument provides that the church will re-

ceive an annuity of $500, payable annually at
the end of each year for 9 years. The income
interest is a guaranteed annuity interest as
defined in subparagraph (2)(i) of this para-
graph; upon termination of such interest the
residue of the trust is to revert to C. C’s
charitable contribution for 1970 is $3,400.85,
determined as provided in Example (1). The
trust earns income of $600 in 1970, $400 in
1971, and $500 in 1972, all of which is taxable
to C under section 671. The church is paid
$500 at the end of 1970, 1971, and 1972, respec-
tively. On December 31, 1972, C dies and
ceases to be treated as the owner of the in-
come interest under section 673.

(b) Pursuant to subparagraph (4) of this
paragraph, the discounted value as of Janu-
ary 1, 1970, of the amounts paid to the church
by the trust is $1,336.51, determined by ref-
erence to column (4) of § 20.2031–7A(c) of this
chapter, as follows:

Annuity

Amount
paid

Years from
Jan. 1,

1970, to
payment

date

Discount
factor

Discount
value as of

Jan. 1,
1970Payment date

Dec. 31, 1970 ................................................................................................ $500 1 0.943396 $471.70
Dec. 31, 1971 ................................................................................................ 500 2 .889996 445.00
Dec. 31, 1972 ................................................................................................ 500 3 .839619 419.81

Total discounted value .................................................................... .................. .................. .................. 1,336.51

(c) Pursuant to subparagraph (4) of this
paragraph, there must be included in C’s
gross income for 1972 the amount of $2,064.34
($3,400.85 less $1,336.51).

(d) For deduction by the trust for amounts
paid to the church after December 31, 1972,
see section 642(c)(1) and the regulations
thereunder.

(d) Denial of deduction for certain con-
tributions by a trust. (1) If by reason of
section 170(f)(2)(B) and paragraph (c) of
this section a charitable contributions
deduction is allowed under section 170
for the fair market value of an income
interest transferred in trust, neither
the grantor of the income interest, the
trust, nor any other person shall be al-
lowed a deduction under section 170 or
any other section for the amount of
any charitable contribution made by
the trust with respect to, or in fulfill-
ment of, such income interest.

(2) Section 170(f)(2)(C) and subpara-
graph (1) of this paragraph shall not be
construed, however, to:

(i) Disallow a deduction to the trust,
pursuant to section 642(c)(1) and the
regulations thereunder, for amounts
paid by the trust after the grantor

ceases to be treated as the owner of the
income interest for purposes of apply-
ing section 671 and which are not taken
into account in determining the
amount of recapture under paragraph
(c)(4) of this section, or

(ii) Disallow a deduction to the
grantor under section 671 and § 1.671–
2(c) for a charitable contribution made
by the trust in excess of the contribu-
tion required to be made by the trust
under the terms of the trust instru-
ment with respect to, or in fulfillment
of, the income interest.

(3) Although a deduction for the fair
market value of an income interest in
property which is less than the donor’s
entire interest in the property and
which the donor transfers in trust is
disallowed under section 170 because
such interest is not a guaranteed annu-
ity interest, or a unitrust interest, as
defined in paragraph (c)(2) of this sec-
tion, the donor may be entitled to a de-
duction under section 671 and § 1.671–
2(c) for any charitable contributions
made by the trust if he is treated as
the owner of such interest for purposes
of applying section 671.
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(e) Effective date. This section applies
only to transfers in trust made after
July 31, 1969.

(83 Stat. 544, 26 U.S.C. 170(f)(4); 83 Stat. 560, 26
U.S.C. 642(c)(5); 68A Stat. 917, 26 U.S.C. 7805)

[T.D. 7207, 37 FR 20780, Oct. 5, 1972; 37 FR
22982, Oct. 27, 1972, as amended by T.D. 7340,
40 FR 1238, Jan. 7, 1975; T.D. 7955, 49 FR 19975,
May 11, 1984; T.D. 8540, 59 FR 30102, June 10,
1994]

§ 1.170A–7 Contributions not in trust
of partial interests in property.

(a) In general. (1) In the case of a
charitable contribution, not made by a
transfer in trust, of any interest in
property which consists of less than
the donor’s entire interest in such
property, no deduction is allowed under
section 170 for the value of such inter-
est unless the interest is an interest
described in paragraph (b) of this sec-
tion. See section 170(f)(3)(A). For pur-
poses of this section, a contribution of
the right to use property which the
donor owns, for example, a rent-free
lease, shall be treated as a contribution
of less than the taxpayer’s entire inter-
est in such property.

(2)(i) A deduction is allowed without
regard to this section for a contribu-
tion of a partial interest in property if
such interest is the taxpayer’s entire
interest in the property, such as an in-
come interest or a remainder interest.
Thus, if securities are given to A for
life, with the remainder over to B, and
B makes a charitable contribution of
his remainder interest to an organiza-
tion described in section 170(c), a de-
duction is allowed under section 170 for
the present value of B’s remainder in-
terest in the securities. If, however, the
property in which such partial interest
exists was divided in order to create
such interest and thus avoid section
170(f)(3)(A), the deduction will not be
allowed. Thus, for example, assume
that a taxpayer desires to contribute
to a charitable organization an income
interest in property held by him, which
is not of a type described in paragraph
(b)(2) of this section. If the taxpayer
transfers the remainder interest in
such property to his son and imme-
diately thereafter contributes the in-
come interest to a charitable organiza-
tion, no deduction shall be allowed
under section 170 for the contribution

of the taxpayer’s entire interest con-
sisting of the retained income interest.
In further illustration, assume that a
taxpayer desires to contribute to a
charitable organization the rever-
sionary interest in certain stocks and
bonds held by him, which is not of a
type described in paragraph (b)(2) of
this section. If the taxpayer grants a
life estate in such property to his son
and immediately thereafter contrib-
utes the reversionary interest to a
charitable organization, no deduction
will be allowed under section 170 for
the contribution of the taxpayer’s en-
tire interest consisting of the rever-
sionary interest.

(ii) A deduction is allowed without
regard to this section for a contribu-
tion of a partial interest in property if
such contribution constitutes part of a
charitable contribution not in trust in
which all interests of the taxpayer in
the property are given to a charitable
organization described in section
170(c). Thus, if on March 1, 1971, an in-
come interest in property is given not
in trust to a church and the remainder
interest in the property is given not in
trust to an educational organization
described in section 170(b)(1)(A), a de-
duction is allowed for the value of such
property.

(3) A deduction shall not be dis-
allowed under section 170(f)(3)(A) and
this section merely because the inter-
est which passes to, or is vested in, the
charity may be defeated by the per-
formance of some act or the happening
of some event, if on the date of the gift
it appears that the possibility that
such act or event will occur is so re-
mote as to be negligible. See paragraph
(e) of § 1.170A–1.

(b) Contributions of certain partial in-
terests in property for which a deduction
is allowed. A deduction is allowed under
section 170 for a contribution not in
trust of a partial interest which is less
than the donor’s entire interest in
property and which qualifies under one
of the following subparagraphs:

(1) Undivided portion of donor’s entire
interest. (i) A deduction is allowed
under section 170 for the value of a
charitable contribution not in trust of
an undivided portion of a donor’s entire
interest in property. An undivided por-
tion of a donor’s entire interest in
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