
Part I. Rulings and Decision Under the Internal Revenue Code of 1986
Section 170.—Charitable
Contributions
26 CFR 1.170A–9: Definition of section
170(b)(1)(A) organization.

Does a fund satisfy the pooled income fund
requirements of § 642(c)(5)(E) of the Internal
Revenue Code if the fund is maintained by a
community trust and in the instrument of transfer
either (1) the donor gives the community trust
complete discretion to determine how the remain-
der interest will be used to further charitable
purposes, or (2) the donor requests or requires that
the community trust place the proceeds from the
remainder interest in one of its component funds
that is designated to benefit a specific charitable
organization? See Rev. Rul. 96–38, on this page.

Section 355.—Distribution of Stock
and Securities of a Controlled
Corporation
26 CFR 1.355–2: Limitations.

The revenue procedure amplifies the ‘‘No Rule’’
revenue procedure, Rev. Proc. 96–3, 1996–1 I.R.B.
82, to include certain transactions under § 355 of
the Code. See Rev. Proc. 96–39, page 11.

Section 642.—Special Rules for
Credits and Deductions
26 CFR 1.642(c)–5: Definition of pooled income
fund.
(Also § 170; 1.170A–9.)

Pooled income fund; community
trust; maintenance requirement. This
ruling provides guidance on when a
fund maintained by a community trust
satisfies the maintenance requirement
for a pooled income fund under section
642(c)(5)(E) of the Code.

Rev. Rul. 96–38

ISSUE

Does a fund satisfy the pooled in-
come fund requirements of § 642(c)(5)-
(E) of the Internal Revenue Code if the
fund is maintained by a community trust
and in the instrument of transfer either
(1) the donor gives the community trust
complete discretion to determine how
the remainder interest will be used to
further charitable purposes, or (2) the
donor requests or requires that the com-
munity trust place the proceeds from the
remainder interest in one of its compo-
nent funds that is designated to benefit a
specific charitable organization?

FACTS

Both A and B are organizations
described in § 170(b)(1)(A)(vi) and
are community trusts described in
§ 1.170A–9(e)(10) of the Income Tax

Regulations. Each pooled income fund’s
declaration of trust and instruments of
transfer (collectively referred to as the
‘‘governing instrument’’) satisfy the re-
quirements of § 642(c)(5)(A)–(D) and
(F); therefore, each proposed fund will
qualify as a pooled income fund if the
provisions of § 642(c)(5)(E) are satis-
fied.
Situation 1. Aproposes to establish a

pooled income fund thatA will main-
tain. Under the terms of the governing
instrument, a donor contributes toA an
irrevocable remainder interest in the
property that the donor transfers to the
pooled income fund, andA has full
discretion to determine how to use the
remainder interest to furtherA’s chari-
table purposes.
Situation 2. Bproposes to establish a

pooled income fund thatB will main-
tain. Under the terms of the governing
instrument, a donor contributes toB an
irrevocable remainder interest in the
property that the donor has transferred
to the pooled income fund. In the instru-
ment of transfer, however, the donor
may either request or require that after
the death of the donor’s designated
income beneficiaries,B place the pro-
ceeds of the remainder interest in one of
B’s component funds that satisfies the
requirements of § 1.170A–9(e)(11)(ii)
and is designated to benefit a specific
charitable organization. Under the terms
of B’s donor-designated component
funds, B makes current distributions of
the income of the component fund to
the designated charitable organization.B
may also distribute principal to the
designated charitable organization to fi-
nance special projects or in extraordi-
nary circumstances. As required in
§ 1.170A–9(e)(11)(v)(B)(1),B’s govern-
ing body has the power to modify any
restriction on the distributions from its
component funds if, in the sole judg-
ment of the governing body, the restric-
tion becomes unnecessary, incapable of
fulfillment, or inconsistent with the
charitable needs of the community or
area served.

LAW AND ANALYSIS

A pooled income fund is a trust that
satisfies the requirements listed in
§ 642(c)(5). Section 642(c)(5)(A) and
§ 1.642(c)–5(b)(1) provide that each do-
nor who transfers property to the trust
must contribute an irrevocable remain-
der interest in the property to or for the

use of an organization described in
§ 170(b)(1)(A), except certain private
foundations described in clauses (vii)
and (viii) of § 170(b)(1)(A).
Section 642(c)(5)(E) provides that the

trust must be maintained by the organi-
zation to which the remainder interest is
contributed and of which no donor or
beneficiary of an income interest is a
trustee. Section 1.642(c)–5(b)(5) pro-
vides that the maintenance requirement
of § 642(c)(5)(E) is satisfied only if the
public charity exercises control directly
or indirectly over the fund.
The maintenance requirement is de-

signed to ensure that the fund’s assets
will not be manipulated for the benefit
of noncharitable interests and that the
amount received by the charitable orga-
nization will reflect the amount of any
charitable contribution deduction the do-
nor may have taken for contributing the
remainder interest. H.R. Rep. No. 413
(Part 1), 91st Cong., 1st Sess. 58 (1969),
1969–3 C.B. 200, 237; and S. Rep. No.
552, 91st Cong., 1st Sess. 87 (1969),
1969–3 C.B. 423, 479. For an organiza-
tion to satisfy the maintenance require-
ment of § 642(c)(5)(E), it may not be
serving merely as a conduit for a gift to
another beneficiary, but instead must be
receiving a contribution itself that it will
use to achieve its charitable purposes.
Under § 1.170A–9(e)(11), a group of

funds is treated as a single community
trust if the funds operate under a com-
mon name, have a common governing
instrument, prepare common reports,
and are under the direction of a com-
mon governing board that has the power
to modify any restriction on distribu-
tions from any of the funds, if in the
sole judgment of the governing body,
the restriction becomes unnecessary, in-
capable of fulfillment, or inconsistent
with the charitable needs of the commu-
nity or area served. Under § 1.170A–
9(e)(11)(ii), a fund created by gift, be-
quest, or other transfer that is not
subject to any material restriction or
condition (within the meaning of
§ 1.507–2(a)(8)) can be treated as a
component part of the single entity. A
fund held by a community trust and
designated by the donor to pay its
income annually to a specific public
charity is not subject to a material
restriction and therefore may qualify as
a component part of the community
trust (component fund). § 1.507–
2(a)(8)(v),Example (3).
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In Situation 1, the governing instru-
ment provides that the donor contributes
an irrevocable remainder interest in the
contributed property to A, and A has
discretion over how to use the remain-
der interest to further charitable pur-
poses. Although A may elect to use
some or all of the remainder interest for
the benefit of other charitable organiza-
tions, A is given full dominion and
control over the remainder interest.
Therefore, for § 642(c)(5), a donor in
Situation 1wil l be treated as contribut-
ing the remainder interest to A. Because
A wil l maintain the fund, the fund will
satisfy the requirements of § 642(c)(5)-
(E) and wil l qualify as a pooled income
fund under § 642(c)(5).
In Situation 2, the governing instru-

ment allows a donor in the instrument
of transfer either to request or to require
that B place the proceeds from the
remainder interest in one of its desig-
nated funds that is a component part of
B under § 1.170A–9(e)(11)(ii). Under
§ 1.170A–9(e)(11), B’s component
funds, including its donor-designated
funds, are treated as a single entity,
rather than separate entities. Thus, even
though the donor in Situation 2 will
either request or require that B place the
proceeds of the remainder interest into
one of its donor-designated funds, the
donor wil l be treated under § 642(c)(5)
as contributing the remainder interest to
B. Because B wil l maintain the fund, the
fund wil l satisfy the requirements of
§ 642(c)(5)(E) and wil l qualify as a
pooled income fund under § 642(c)(5).

HOLDINGS

(1) A fund maintained by a commu-
nity trust satisfies the maintenance re-
quirement of § 642(c)(5)(E) if , in the
instrument of transfer, the donor gives
the remainder interest to the community
trust with full discretion to choose how
the remainder interest wil l be used to
further charitable purposes.
(2) A fund maintained by a commu-

nity trust satisfies the maintenance re-
quirement of § 642(c)(5)(E) if , in the
instrument of transfer, the donor either
requests or requires that the community
trust place the proceeds of the remainder
interest in a fund that has been desig-
nated to be used for the benefit of
specific charitable organizations pro-
vided the fund is a component part that
satisfies the requirements of § 1.170A–
9(e)(11)(ii).

DRAFTING INFORMATION

The principal author of this revenue
ruling is Jeffrey A. Erickson of the
Office of Assistant Chief Counsel
(Passthroughs and Special Industries).
For further information regarding this
revenue ruling, contact Mr. Erickson at
(202) 622–3070 (not a toll-free call).

information are required to obtain an
extension of time for making an elec-
tion.
An agency may not conduct or spon-

sor, and a person is not required to
respond to, a collection of information
unless the collection of information dis-
plays avalid control number.
For further information concerning

this collection of information, where to
submit comments on the collection of
information and the accuracy of the
estimated burden, and suggestions for
reducing this burden, please refer to the
preamble to IA–29–96 on page 14 in
this issue of the Bulletin.
Books or records relating to a collec-

tion of information must be retained as
long as their contents may become ma-
terial in the administration of any inter-
nal revenue law. Generally, tax returns
and tax return information are confiden-
tial, as required by 26 U.S.C. 6103.

Background

This document contains temporary
regulations amending the Regulations on
Procedure and Administration (26 CFR
part 301) concerning extensions of time
for making certain elections. The regula-
tions provide the standards that the
Commissioner wil l use to grant taxpay-
ers extensions of time for making these
elections. These standards provide relief
to taxpayers who reasonably and in
good faith fail to make a timely election
when granting relief wil l not prejudice
the interests of the government. The
regulations provide a means by which
taxpayers can be in the same position
they would have been in had they made
their elections in a timely fashion.

Explanation of Provisions

These temporary regulations provide
the standards the Commissioner wil l use
to determine whether to grant an exten-
sion of time to make an election when
the deadline for making the election is
prescribed by regulation, revenue ruling,
revenue procedure, notice, or announce-
ment published in the Federal Register
or the Internal Revenue Bulletin (regula-
tory election). Under section 6081(a),
these regulations also provide an auto-
matic extension of time to make an
election when the deadline for making
the election is prescribed by statute
(statutory election) and the deadline for
making the election is the due date of
the return or the due date of the return
including extensions. These regulations
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