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of the trust it satisfies such require-
ments. 

(f) Several trusts constituting one plan. 
Several trusts may be designated as 
constituting part of one plan which is 
intended to satisfy the requirements of 
section 501(c)(17), in which case all of 
such trusts taken as a whole must 
meet the requirements of such section. 
The fact that a combination of trusts 
fails to satisfy the requirements of sec-
tion 501(c)(17) as one plan does not pre-
vent such of the trusts as satisfy the 
requirements of section 501(c)(17) from 
qualifying for exemption under that 
section. 

(g) Plan of several employers. A trust 
forming part of a plan of several em-
ployers, or the employees of several 
employers, will be a supplemental un-
employment benefit trust described in 
section 501(c)(17) if all the require-
ments of that section are otherwise 
satisfied. 

(h) Investment of trust funds. No spe-
cific limitations are provided in sec-
tion 501(c)(17) with respect to invest-
ments which may be made by the 
trustees of a trust qualifying under 
that section. Generally, the contribu-
tions may be used by the trustees to 
purchase any investments permitted by 
the trust agreement to the extent al-
lowed by local law. However, the tax- 
exempt status of the trust will be for-
feited if the investments made by the 
trustees constitute prohibited trans-
actions within the meaning of section 
503. See section 503 and the regulations 
thereunder. In addition, such a trust 
will be subject to tax under section 511 
with respect to any unrelated business 
taxable income (as defined in section 
512) realized by it from its investments. 
See sections 511 to 515, inclusive, and 
the regulations thereunder. 

(i) Allocations. If a plan which pro-
vides sick and accident benefits is fi-
nanced solely by employer contribu-
tions to the trust, and such sick and 
accident benefits are funded by pay-
ment of premiums on an accident or 
health insurance policy (whether on a 
group or individual basis) or by con-
tributions to a separate fund which 
pays such sick and accident benefits, 
the plan must specify that portion of 
the contributions to be used to fund 
such benefits. If a plan which is fi-

nanced in whole or in part by employee 
contributions provides sick and acci-
dent benefits, the plan must specify the 
portion, if any, of employee contribu-
tions allocated to the cost of funding 
such benefits, and must allocate the 
cost of funding such benefits between 
employer contributions and employee 
contributions. 

(j) Required records and returns. Every 
trust described in section 501(c)(17) 
must maintain records indicating the 
amount of separation benefits and sick 
and accident benefits which have been 
provided to each employee. If a plan is 
financed, in whole or in part, by em-
ployee contributions to the trust, the 
trust must maintain records indicating 
the amount of each employee’s total 
contributions allocable to separation 
benefits. In addition, every trust de-
scribed in section 501(c)(17) which 
makes one or more payments totaling 
$600 or more in 1 year to an individual 
must file an annual information return 
in the manner described in paragraph 
(b)(1) of § 1.6041–2. However, if the pay-
ments from such trust are subject to 
income tax withholding under section 
3402(o) and the regulations thereunder, 
the trust must file, in lieu of such an-
nual information return, the returns of 
income tax withheld from wages re-
quired by section 6011 and the regula-
tions thereunder. In such cir-
cumstances, the trust must also fur-
nish the statements to the recipients of 
trust distributions required by section 
6051 and the regulations thereunder. 

[T.D. 6972, 33 FR 12901, Sept. 12, 1968, as 
amended by T.D. 7068, 35 FR 17328, Nov. 11, 
1970] 

§ 1.501(c)(17)–3 Relation to other sec-
tions of the Code. 

(a) Taxability of benefit distributions— 
(1) Separation benefits. If the separation 
benefits described in section 
501(c)(17)(D)(i) are funded entirely by 
employer contributions, then the full 
amount of any separation benefit pay-
ment received by an employee is in-
cludible in his gross income under sec-
tion 61(a). If any such separation ben-
efit is funded by both employer and 
employee contributions, or solely by 
employee contributions, the amount of 
any separation benefit payment which 
is includible in the gross income of the 
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employee is the amount by which such 
distribution and any prior distribu-
tions of such separation payments ex-
ceeds the employee’s total contribu-
tions to fund such separation benefits. 

(2) Sick and accident benefits. Any ben-
efit payment received from the trust 
under the part of the plan, if any, 
which provides for the payment of sick 
and accident benefits must be included 
in gross income under section 61(a), un-
less specifically excluded under section 
104 or 105 and the regulations there-
under. See section 105(b) and § 1.105–2 
for benefit payments expended for med-
ical care, benefit payments in excess of 
actual medical expenses, and benefit 
payments which an employee is enti-
tled to receive irrespective of whether 
or not he incurs expenses for medical 
care. See section 213 and § 1.213–1(g) for 
benefit payments representing reim-
bursement for medical expenses paid in 
prior years. See § 1.501(c)(17)–2(i) for the 
requirement that a trust described in 
section 501(c)(17) which receives em-
ployee contributions must be part of a 
written plan which provides for the al-
location of the cost of funding sick and 
accident benefits. 

(b) Exemption as a voluntary employ-
ees’ beneficiary association. Section 
501(c)(17)(E) contemplates that a trust 
forming part of a plan providing for the 
payment of supplemental unemploy-
ment compensation benefits may, if it 
qualifies, apply for exemption from in-
come tax under section 501(a) either as 
a voluntary employees’ beneficiary as-
sociation described in section 501(c)(9) 
or as a trust described in section 
501(c)(17). 

(c) Returns. A trust which is de-
scribed in section 501(c)(17) and which 
is exempt from tax under section 501(a) 
must file a return in accordance with 
section 6033 and the regulations there-
under. If such a trust realizes any unre-
lated business taxable income, as de-
fined in section 512, the trust is also re-
quired to file a return with respect to 
such income. 

(d) Effective date. Section 501(c)(17) 
shall apply to taxable years beginning 
after December 31, 1959, and shall apply 
to supplemental unemployment benefit 
trusts regardless of when created or or-
ganized. 

[T.D. 6972, 33 FR 12902, Sept. 12, 1968] 

§ 1.501(c)(18)–1 Certain funded pension 
trusts. 

(a) In general. Organizations de-
scribed in section 501(c)(18) are trusts 
created before June 25, 1959, forming 
part of a plan for the payment of bene-
fits under a pension plan funded only 
by contributions of employees. In order 
to be exempt, such trusts must also 
meet the requirements set forth in sec-
tion 501(c)(18) (A), (B), and (C), and in 
paragraph (b) of this section. 

(b) Requirements for qualification. A 
trust described in section 501(c)(18) 
must meet the following requirements: 

(1) Local law. The trust must be a 
valid, existing trust under local law, 
and must be evidenced by an executed 
written document. 

(2) Funding. The trust must be funded 
solely from contributions of employees 
who are members of the plan. For pur-
poses of this section, the term contribu-
tions of employees shall include earnings 
on, and gains derived from, the assets 
of the trust which were contributed by 
employees. 

(3) Creation before June 25, 1959—(i) In 
general. The trust must have been cre-
ated before June 25, 1959. A trust cre-
ated before June 25, 1959 is described in 
section 501(c)(18) and this section even 
though changes in the makeup of the 
trust have occurred since that time so 
long as these are not fundamental 
changes in the character of the trust or 
in the character of the beneficiaries of 
the trust. Increases in the beneficiaries 
of the trust by the addition of employ-
ees in the same or related industries, 
whether such additions are of individ-
uals or of units (such as local units of 
a union) will generally not be consid-
ered a fundamental change in the char-
acter of the trust. A merger of a trust 
created after June 25, 1959 into a trust 
created before such date is not in itself 
a fundamental change in the character 
of the latter trust if the two trusts are 
for the benefit of employees of the 
same or related industries. 

(ii) Examples. The provisions of this 
subparagraph may be illustrated by the 
following examples: 

Example 1. Assume that trust C, for the 
benefit of members of participating locals of 
National Union X, was established in 1950 
and adopted by 29 locals before June 25, 1959. 
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