
SENATE 1103

By Mr. Cawley, a petition of John J. Roddy for legislation to conform
certain charitable trusts to the requirements of the Tax Reform Act of
1969. Taxation.

In the Year One Thousand Nine Hundred and Seventy-One.

An Act to conform certain charitable trusts of the

REQUIREMENTS OF THE TAX REFORM ACT OF 1969.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by theauthority of the same, as follows:

1 Section 1. The General Laws are hereby amended by
2 adding after Chapter 203 A the following new chapter.

4 THE CHARITABLE TRUST ACT OF 1971
5 Section 1. Definitions. —As used in this Act:
6 (a) Section references, unless otherwise indicated, are to the
7 Internal Revenue Code of 1954, as in effect on January 1,
8 1970.
9 (b) “Split interest trust” means a trust for individual and

10 charitable beneficiaries that is subject to the provisions of
11 section 497(a) (2).

12 (c) “Private foundation trust” means a trust (including a
13 trust described in section 4947 (a) (1) as defined in section
14 509 (a).
15 (d) “Charitable organization” means an organization de-
-16 scribed in section 50 (c) (3) and exempt from tax under sec-
-17 tion 501(a).
18 (e) “Trustee” means the trustee, trustees, person or per-
-19 sons possessing a power or powers referred to in this Act.
20 (f) “Trust” means an express trust created by a trust in-
-21 strument, including a will.
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22 Section 2. Charitable Trusts Federal Tax Laws.
23 (1) Notwithstanding any provision to the contrary in the
24 governing instrument or under any other law of this state
25 and except as otherwise provided by court decree entered
26 after the date of enactment of this Act, the trustee of a trust,
27 whenever created, which is a private foundation or a split-
-28 interest trust as defined in Sections 509 and 4947, respectively,
29 of the Internal Revenue Code of 1954, as in effect on the
30 date of the enactment of this Act, during the period it is a^
31 private foundation or split-interest trust as so defined:
32 (a) shall not engage in any act of self-dealing as defined
33 in Section 4941 (d) thereof;
34 (b) shall distribute the trust income for each taxable year
35 at such time and in such manner as not to subject the
36 trust to the tax on undistributed income imposed by
37 Section 4942 thereof;
38 (c) shall not retain any excess business holdings as de-
-39 fined in Section 4943 (c) thereof;
40 (d) shall not make any investment in such manner as to
41 subject the trust to tax under Section 4944 thereof;
42 (e) shall not make any taxable expenditure as defined in
43 Section 4945 (d) thereof.
44 (2) The trustee of a trust, whenever created, which is a
45 private foundation as defined in Section 509 of the Internal
46 Revenue Code of 1954 or of a split-interest trust, whenever
47 created, which is described in Section 4947 thereof, may
48 amend the terms of the governing instrument to the extent
49 necessary to bring the trust into conformity with the require-
-50 ments for: (a) termination of private foundation status in
51 the manner described in Section 507 thereof, and exemption of
52 the trust from the taxes imposed by Sections 4941 to 4945,
53 inclusive, thereof; or (b) exclusion of the trust from private,
54 foundation status under Section 509 (a) (3) thereof; and to'
55 this end may release any power contained in the governing
56 instrument, may reduce or limit the charitable organizations
57 or classes of charitable organizations in whose favor a power
58 to select may be exercised and may appoint new or additional
59 trustees. If the trust is for the benefit of one or more named



SENATE —No. 1103.1971.] 3

60 charitable organizations, the trustee shall first obtain the
61 consent of those organizations before making any amend-
-62 ment under sub-paragraph (b).

1 Section 2. Whereas Section 508 (e) of the Internal Revenue
2 Code of 1954, as amended, provides that a charitable trust
3 which is treated as a private foundation shall not be exempt
4 from taxation unless its governing instrument includes pro-
-5 visions the effect of which are to require its income for each
6 taxable year to be distributed at such time and in such man-
-7 ner as not to subject the trust to tax under Section 4942
8 thereof and to prohibit the trust from engaging in any act of
9 self-dealing, as defined in Section 4941 thereof, from retaining

10 any excess business holdings, as defined in 4943 thereof, from
11 making any investments which jeopardize the charitable pur-
-12 poses of the trust, as defined in Section 4944 thereof, and
13 from making any taxable expenditures, as defined in Section
14 4945 thereof; Section 508 (e) is effective as to charitable
15 trusts treated as private foundations created before January
16 1, 1970, for taxable years after January 1, 1972, but certain
17 transfers to or from a charitable trust may require compliance
18 with the Section prior to that date; and by regulation the
19 Secretary of the Treasury has declared that the governing
20 instrument of a charitable trust shall be deemed to have been
21 amended to comply with Section 508 (e) if valid provisions
22 of state laws have been enacted which require the trustee
23 thereof to act or refrain from acting so as not to subject the
24 trust to the foregoing described taxes; therefore, an emer-
-25 gency exists and this amendatory Act shall take effect upon
26 becoming law.




