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Date Fair market value 
of property Income payment 

Dec. 31 .............. ................................ 2,000 

400,000 5,000 

(b) The average fair market value of the 
property in the fund for 1971 is $100,000 
($400,000 divided by 4). 

(c) The corrective term adjustment for 1971 
is $750, determined by applying the percent-
ages obtained in column (2) of the table in 
subparagraph (3) of this paragraph: 

Product 

Multiplication: 
0%×$2,000.
25%×$3,000 .................................... $750 

Sum of products ...................... 750 

(d) The pooled income fund’s yearly rate of 
return for 1971 is 5.038 percent, determined as 
follows: 

$5,000÷$100,000¥$750=0.05038 

(d) and (e) [Reserved] For further 
guidance, see § 1.642(c)–6T(d) and (e). 

(f) Effective/applicability dates. This 
section applies after April 30, 1999, and 
before May 1, 2009. 

[T.D. 7105, 36 FR 6480, Apr. 6, 1971; 36 FR 9512, 
May 26, 1971; 36 FR 12290, June 30, 1971, as 
amended by T.D. 7955, 49 FR 19976, May 11, 
1984; T.D. 8540, 59 FR 30105, June 10, 1994; T.D. 
8819, 64 FR 23190, Apr. 30, 1999; T.D. 8886, 65 
FR 36910, June 12, 2000; T.D. 9448, 74 FR 21440, 
May 7, 2009] 

§ 1.642(c)–6T Valuation of a remainder 
interest in property transferred to a 
pooled income fund (temporary). 

(a) through (c) [Reserved] For further 
guidance, see § 1.642(c)–6(a) through (c). 

(d) Valuation. The present value of 
the remainder interest in property 
transferred to a pooled income fund on 
or after May 1, 2009, is determined 
under paragraph (e) of this section. The 
present value of the remainder interest 
in property transferred to a pooled in-
come fund for which the valuation date 
is before May 1, 2009, is determined 
under the following sections: 

Valuation dates 
Applicable regulations 

After Before 

01–01–52 .................................................... 1.642(c)–6A(a). 
12–31–51 ..................................................... 01–01–71 .................................................... 1.642(c)–6A(b). 
12–31–70 ..................................................... 12–01–83 .................................................... 1.642(c)–6A(c). 
11–30–83 ..................................................... 05–01–89 .................................................... 1.642(c)–6A(d). 
04–30–89 ..................................................... 05–01–99 .................................................... 1.642(c)–6A(e). 
04–30–99 ..................................................... 05–01–09 .................................................... 1.642(c)–6A(f). 

(e) Present value of the remainder inter-
est in the case of transfers to pooled in-
come funds for which the valuation date 
is on or after May 1, 2009—(1) In general. 
In the case of transfers to pooled in-
come funds for which the valuation 
date is on or after May 1, 2009, the 
present value of a remainder interest is 
determined under this section. See, 
however, § 1.7520–3(b) (relating to excep-
tions to the use of prescribed tables 
under certain circumstances). The 
present value of a remainder interest 
that is dependent on the termination of 
the life of one individual is computed 
by the use of Table S in paragraph 
(e)(6) of this section. For purposes of 
the computations under this section, 
the age of an individual is the age at 
the individual’s nearest birthday. 

(2) Transitional rules for valuation of 
transfers to pooled income funds. (i) For 

purposes of sections 2055, 2106, or 2624, 
if on May 1, 2009, the decedent was 
mentally incompetent so that the dis-
position of the property could not be 
changed, and the decedent died on or 
after May 1, 2009, without having re-
gained competency to dispose of the 
decedent’s property, or the decedent 
died within 90 days of the date that the 
decedent first regained competency on 
or after May 1, 2009, the present value 
of a remainder interest is determined 
as if the valuation date with respect to 
the decedent’s gross estate is either be-
fore or after May 1, 2009, at the option 
of the decedent’s executor. 

(ii) For purposes of sections 170, 2055, 
2106, 2522, or 2624, in the case of trans-
fers to a pooled income fund for which 
the valuation date is on or after May 1, 
2009, and before July 1, 2009, the present 
value of the remainder interest under 
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this section is determined by use of the 
section 7520 interest rate for the month 
in which the valuation date occurs (see 
§§ 1.7520–1(b) and 1.7520–2(a)(2)) and the 
appropriate actuarial tables under ei-
ther paragraph (e)(6) of this section or 
§ 1.642(c)–6A(f)(6), at the option of the 
donor or the decedent’s executor, as 
the case may be. 

(iii) For purposes of paragraphs 
(e)(2)(i) and (e)(2)(ii) of this section, 
where the donor or decedent’s executor 
is given the option to use the appro-
priate actuarial tables under either 
paragraph (e)(6) of this section or 
§ 1.642(c)–6A(f)(6), the donor or dece-
dent’s executor must use the same ac-
tuarial table with respect to each indi-
vidual transaction and with respect to 
all transfers occurring on the valuation 
date (for example, gift and income tax 
charitable deductions with respect to 
the same transfer must be determined 
based on the same tables, and all assets 
includible in the gross estate and/or es-
tate tax deductions claimed must be 
valued based on the same tables). 

(3) Present value of a remainder inter-
est. The present value of a remainder 
interest in property transferred to a 
pooled income fund is computed on the 
basis of— 

(i) Life contingencies determined 
from the values of lx that are set forth 
in Table 2000CM in § 20.2031–7T(d)(7) (see 
§ 20.2031–7A for certain prior periods); 
and 

(ii) Discount at a rate of interest, 
compounded annually, equal to the 
highest yearly rate of return of the 
pooled income fund for the 3 taxable 
years immediately preceding its tax-
able year in which the transfer of prop-
erty to the fund is made. For purposes 
of this paragraph (e), the yearly rate of 
return of a pooled income fund is deter-
mined as provided in § 1.642(c)–6(c) un-
less the highest rate of return is 
deemed to be the rate described in 
paragraph (e)(4) of this section for 
funds in existence less than 3 taxable 
years. For purposes of this paragraph 
(e)(3)(ii), the first taxable year of a 
pooled income fund is considered a tax-
able year even though the taxable year 
consists of less than 12 months. How-
ever, appropriate adjustments must be 
made to annualize the rate of return 
earned by the fund for that period. 

Where it appears from the facts and 
circumstances that the highest yearly 
rate of return of the fund for the 3 tax-
able years immediately preceding the 
taxable year in which the transfer of 
property is made has been purposely 
manipulated to be substantially less 
than the rate of return that would oth-
erwise be reasonably anticipated with 
the purpose of obtaining an excessive 
charitable deduction, that rate of re-
turn may not be used. In that case, the 
highest yearly rate of return of the 
fund is determined by treating the fund 
as a pooled income fund that has been 
in existence for less than 3 preceding 
taxable years. 

(4) Pooled income funds in existence less 
than 3 taxable years. If a pooled income 
fund has been in existence less than 3 
taxable years immediately preceding 
the taxable year in which the transfer 
is made to the fund and the transfer to 
the fund is made after April 30, 1989, 
the highest rate of return is deemed to 
be the interest rate (rounded to the 
nearest two-tenths of one percent) that 
is 1 percent less than the highest an-
nual average of the monthly section 
7520 rates for the 3 calendar years im-
mediately preceding the calendar year 
in which the transfer to the pooled in-
come fund is made. The deemed rate of 
return for transfers to new pooled in-
come funds is recomputed each cal-
endar year using the monthly section 
7520 rates for the 3-year period imme-
diately preceding the calendar year in 
which each transfer to the fund is made 
until the fund has been in existence for 
3 taxable years and can compute its 
highest rate of return for the 3 taxable 
years immediately preceding the tax-
able year in which the transfer of prop-
erty to the fund is made in accordance 
with the rules set forth in the first sen-
tence of paragraph (e)(3)(ii) of this sec-
tion. 

(5) Computation of value of remainder 
interest. (i) The factor that is used in 
determining the present value of a re-
mainder interest that is dependent on 
the termination of the life of one indi-
vidual is the factor from Table S in 
paragraph (e)(6) of this section under 
the appropriate yearly rate of return 
opposite the number that corresponds 
to the age of the individual upon whose 
life the value of the remainder interest 
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is based (See § 1.642(c)–6A for certain 
prior periods). The tables in paragraph 
(e)(6) of this section include factors for 
yearly rates of return from 0.2 to 14 
percent. Many actuarial factors not 
contained in the tables in paragraph 
(e)(6) of this section are contained in 
Table S in Internal Revenue Service 
Publication 1457, ‘‘Actuarial Valu-
ations Version 3A’’ (2009). This publica-
tion will be available beginning May 1, 
2009, at no charge, electronically via 
the IRS Internet site at http:// 
www.irs.gov. For other situations, see 
§ 1.642(c)–6(b). If the yearly rate of re-
turn is a percentage that is between 
the yearly rates of return for which 
factors are provided, a linear interpola-
tion must be made. The present value 
of the remainder interest is determined 
by multiplying the fair market value of 
the property on the valuation date by 
the appropriate remainder factor. 

(ii) This paragraph (e)(5) may be il-
lustrated by the following example: 

Example. A, who is 54 years and 8 months, 
transfers $100,000 to a pooled income fund, 
and retains a life income interest in the 
property. The highest yearly rate of return 
earned by the fund for its 3 preceding taxable 

years is 9.47 percent. In Table S, the remain-
der factor opposite 55 years under 9.4 percent 
is .16192 and under 9.6 percent is .15755. The 
present value of the remainder interest is 
$16,039.00, computed as follows: 

Factor at 9.4 percent for age 55 ......... .16192 
Factor at 9.6 percent for age 55 ......... .15755 

Difference .......................................... .00437 
Interpolation adjustment: 

9 47 9 4
0 2 00437

00153

. % . %
. % .

.

− =

=

x

x
Factor at 9.4 percent for age 55 ... .16192 
Less: Interpolation adjustment ... .00153 

Interpolated factor ...................... .16039 

Present value of remainder interest: 
($100,000 × .16039) = $16,039.00. 

(6) Actuarial tables. In the case of 
transfers for which the valuation date 
is on or after May 1, 2009, the present 
value of a remainder interest depend-
ent on the termination of one life in 
the case of a transfer to a pooled in-
come fund is determined by use of the 
following Table S: 
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(f) Effective/applicability date. This 
section applies on or after May 1, 2009. 

(g) Expiration date. This section ex-
pires on or before May 1, 2012. 

[T.D. 9448, 74 FR 21440, May 7, 2009] 

§ 1.642(c)–7 Transitional rules with re-
spect to pooled income funds. 

(a) In general—(1) Amendment of cer-
tain funds. A fund created before May 7, 
1971, and not otherwise qualifying as a 
pooled income fund may be treated as a 
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