7969. Can a deduction be taken for a contribution to a charitable remainder trust or a pooled income fund?

Yes. An individual may make an immediately deductible gift in trust to a charity, but keep (or give to another person or persons) the right to receive regular payments from the trust before the charity receives any amount. The IRC narrowly defines the types of charitable trusts, in order to assure that an accurate determination can be made of the value of the contribution. To receive this special treatment for a split-interest in trust with a charitable remainder, the gift must be to a charitable remainder annuity trust (see Q 7970), a charitable remainder unitrust (see Q 7971), or a pooled income fund (see Q 7979).
 Any individual beneficiaries must be alive when the trust is created.
To be immediately deductible, the gift must be of real property or intangibles; a gift of a remainder interest in tangible personal property is deductible only when all intervening interests have expired or are held by parties unrelated to the donor.
 The IRC also permits a deduction for a gift of regular trust payments to charity in a split-interest trust, generally referred to as a charitable lead trust (see Q 7987).
A gift to a charitable remainder trust (or pooled income fund) may be made during an individual’s life or at his death by his will. The right of the noncharitable beneficiary (or beneficiaries) to receive payments may extend for life or for a term of up to 20 years. Obviously, however, the value of the charitable deduction will be inversely proportionate to the length of noncharitable payments. The value of the remainder interest passing to the charity must be at least 10 percent of the net fair market value of the property placed in the trust.
 See Q 7981 for an explanation of the actual calculation of the amount of the deduction.
The extent to which the deduction may be used in any given year is subject to the general limitations on charitable deductions (see Q 7958, Q 7959, Q 7960).
 See Q 610 regarding the estate tax and Q 659 regarding the gift tax charitable deduction for a gift to a charitable remainder trust.
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