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income unless such distributions are in 
fact made during the taxable year, 
whether or not they are required in 
that year.

§ 1.651(a)–2 Income required to be dis-
tributed currently. 

(a) The determination of whether 
trust income is required to be distrib-
uted currently depends upon the terms 
of the trust instrument and the appli-
cable local law. For this purpose, if the 
trust instrument provides that the 
trustee in determining the distribut-
able income shall first retain a reserve 
for depreciation or otherwise make due 
allowance for keeping the trust corpus 
intact by retaining a reasonable 
amount of the current income for that 
purpose, the retention of current in-
come for that purpose will not dis-
qualify the trust from being a ‘‘simple’’ 
trust. The fiduciary must be under a 
duty to distribute the income cur-
rently even if, as a matter of practical 
necessity, the income is not distributed 
until after the close of the trust’s tax-
able year. For example: Under the 
terms of the trust instrument, all of 
the income is currently distributable 
to A. The trust reports on the calendar 
year basis and as a matter of practical 
necessity makes distribution to A of 
each quarter’s income on the fifteenth 
day of the month following the close of 
the quarter. The distribution made by 
the trust on January 15, 1955, of the in-
come for the fourth quarter of 1954 does 
not disqualify the trust from treat-
ment in 1955 under section 651, since 
the income is required to be distributed 
currently. However, if the terms of a 
trust require that none of the income 
be distributed until after the year of 
its receipt by the trust, the income of 
the trust is not required to be distrib-
uted currently and the trust is not a 
simple trust. For definition of the term 
‘‘income’’ see section 643(b) and 
§ 1.643(b)–1. 

(b) It is immaterial, for purposes of 
determining whether all the income is 
required to be distributed currently, 
that the amount of income allocated to 
a particular beneficiary is not specified 
in the instrument. For example, if the 
fiduciary is required to distribute all 
the income currently, but has discre-
tion to ‘‘sprinkle’’ the income among a 

class of beneficiaries, or among named 
beneficiaries, in such amount as he 
may see fit, all the income is required 
to be distributed currently, even 
though the amount distributable to a 
particular beneficiary is unknown until 
the fiduciary has exercised his discre-
tion. 

(c) If in one taxable year of a trust 
its income for that year is required or 
permitted to be accumulated, and in 
another taxable year its income for the 
year is required to be distributed cur-
rently (and no other amounts are dis-
tributed), the trust is a simple trust for 
the latter year. For example, a trust 
under which income may be accumu-
lated until a beneficiary is 21 years old, 
and thereafter must be distributed cur-
rently, is a simple trust for taxable 
years beginning after the beneficiary 
reaches the age of 21 years in which no 
other amounts are distributed. 

(d) If a trust distributes property in 
kind as part of its requirement to dis-
tribute currently all the income as de-
fined under section 643(b) and the appli-
cable regulations, the trust shall be 
treated as having sold the property for 
its fair market value on the date of dis-
tribution. If no amount in excess of the 
amount of income as defined under sec-
tion 643(b) and the applicable regula-
tions is distributed by the trust during 
the year, the trust will qualify for 
treatment under section 651 even 
though property in kind was distrib-
uted as part of a distribution of all 
such income. This paragraph (d) applies 
for taxable years of trusts ending after 
January 2, 2004. 

[T.D. 6500, 25 FR 11814, Nov. 26, 1960; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 9102, 
69 FR 20, Jan. 2, 2004]

§ 1.651(a)–3 Distribution of amounts 
other than income. 

(a) A trust does not qualify for treat-
ment under section 651 for any taxable 
year in which it actually distributes 
corpus. For example, a trust which is 
required to distribute all of its income 
currently would not qualify as a simple 
trust under section 651 in the year of 
its termination since in that year ac-
tual distributions of corpus would be 
made. 

(b) A trust, otherwise qualifying 
under section 651, which may make a

VerDate jul<14>2003 04:06 Apr 24, 2004 Jkt 203089 PO 00000 Frm 00097 Fmt 8010 Sfmt 8010 Y:\SGML\203089T.XXX 203089T



98

26 CFR Ch. I (4–1–04 Edition)§ 1.651(a)–4

distribution of corpus in the discretion 
of the trustee, or which is required 
under the terms of its governing in-
strument to make a distribution of cor-
pus upon the happening of a specified 
event, will be disqualified for treat-
ment under section 651 only for the 
taxable year in which an actual dis-
tribution of corpus is made. For exam-
ple: Under the terms of a trust, which 
is required to distribute all of its in-
come currently, half of the corpus is to 
be distributed to beneficiary A when he 
becomes 30 years of age. The trust re-
ports on the calendar year basis. On 
December 28, 1954, A becomes 30 years 
of age and the trustee distributes half 
of the corpus of the trust to him on 
January 3, 1955. The trust will be dis-
qualified for treatment under section 
651 only for the taxable year 1955, the 
year in which an actual distribution of 
corpus is made. 

(c) See section 661 and the regula-
tions thereunder for the treatment of 
trusts which distribute corpus or claim 
the charitable contributions deduction 
provided by section 642(c).

§ 1.651(a)–4 Charitable purposes. 
A trust is not considered to be a trust 

which may pay, permanently set aside, 
or use any amount for charitable, etc., 
purposes for any taxable year for which 
it is not allowed a charitable, etc., de-
duction under section 642(c). Therefore, 
a trust with a remainder to a chari-
table organization is not disqualified 
for treatment as a simple trust if ei-
ther (a) the remainder is subject to a 
contingency, so that no deduction 
would be allowed for capital gains or 
other amounts added to corpus as 
amounts permanently set aside for a 
charitable, etc., purpose under section 
642 (c), or (b) the trust receives no cap-
ital gains or other income added to cor-
pus for the taxable year for which such 
a deduction would be allowed.

§ 1.651(a)–5 Estates. 
Subpart B has no application to an 

estate.

§ 1.651(b)–1 Deduction for distribu-
tions to beneficiaries. 

In computing its taxable income, a 
simple trust is allowed a deduction for 
the amount of income which is re-

quired under the terms of the trust in-
strument to be distributed currently to 
beneficiaries. If the amount of income 
required to be distributed currently ex-
ceeds the distributable net income, the 
deduction allowable to the trust is lim-
ited to the amount of the distributable 
net income. For this purpose the 
amount of income required to be dis-
tributed currently, or distributable net 
income, whichever is applicable, does 
not include items of trust income (ad-
justed for deductions allocable thereto) 
which are not included in the gross in-
come of the trust. For determination of 
the character of the income required to 
be distributed currently, see § 1.652(b)–
2. Accordingly, for the purposes of de-
termining the deduction allowable to 
the trust under section 651, distribut-
able net income is computed without 
the modifications specified in para-
graphs (5), (6), and (7) of section 643(a), 
relating to tax-exempt interest, foreign 
income, and excluded dividends. For 
example: Assume that the distributable 
net income of a trust as computed 
under section 643(a) amounts to $99,000 
but includes nontaxable income of 
$9,000. Then distributable net income 
for the purpose of determining the de-
duction allowable under section 651 is 
$90,000 ($99,000 less $9,000 nontaxable in-
come).

§ 1.652(a)–1 Simple trusts; inclusion of 
amounts in income of beneficiaries. 

Subject to the rules in §§ 1.652(a)–2 
and 1.652(b)–1, a beneficiary of a simple 
trust includes in his gross income for 
the taxable year the amounts of in-
come required to be distributed to him 
for such year, whether or not distrib-
uted. Thus, the income of a simple 
trust is includible in the beneficiary’s 
gross income for the taxable year in 
which the income is required to be dis-
tributed currently even though, as a 
matter of practical necessity, the in-
come is not distributed until after the 
close of the taxable year of the trust. 
See § 1.642(a)(3)–2 with respect to time 
of receipt of dividends. See § 1.652(c)–1 
for treatment of amounts required to 
be distributed where a beneficiary and 
the trust have different taxable years. 
The term income required to be distrib-
uted currently includes income required 
to be distributed currently which is in

VerDate jul<14>2003 04:06 Apr 24, 2004 Jkt 203089 PO 00000 Frm 00098 Fmt 8010 Sfmt 8010 Y:\SGML\203089T.XXX 203089T


