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1986—Subsec. (e). Pub. L. 99–514 added subsec. (e). 

EFFECTIVE DATE OF 1998 AMENDMENT 

Amendment by Pub. L. 105–206 effective, except as 
otherwise provided, as if included in the provisions of 
the Taxpayer Relief Act of 1997, Pub. L. 105–34, to which 
such amendment relates, see section 6024 of Pub. L. 
105–206, set out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1996 AMENDMENT 

Amendment by Pub. L. 104–188 effective Aug. 20, 1996, 
with exception for certain trusts, see section 1904(d) of 
Pub. L. 104–188, set out as a note under section 643 of 
this title. 

EFFECTIVE DATE OF 1990 AMENDMENT 

Section 11343(b) of Pub. L. 101–508 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to— 

‘‘(1) any trust created after the date of the enact-
ment of this Act [Nov. 5, 1990], and 

‘‘(2) any portion of a trust created on or before such 
date which is attributable to amounts contributed to 
the trust after such date.’’ 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–647 effective, except as 
otherwise provided, as if included in the provision of 
the Tax Reform Act of 1986, Pub. L. 99–514, to which 
such amendment relates, see section 1019(a) of Pub. L. 
100–647, set out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Section 1401(b) of Pub. L. 99–514 provided that: ‘‘The 
amendment made by this section [amending this sec-
tion] shall apply with respect to transfers in trust 
made after March 1, 1986.’’ 

§ 673. Reversionary interests 

(a) General rule 

The grantor shall be treated as the owner of 
any portion of a trust in which he has a rever-
sionary interest in either the corpus or the in-
come therefrom, if, as of the inception of that 
portion of the trust, the value of such interest 
exceeds 5 percent of the value of such portion. 

(b) Reversionary interest taking effect at death 
of minor lineal descendant beneficiary 

In the case of any beneficiary who— 
(1) is a lineal descendant of the grantor, and 
(2) holds all of the present interests in any 

portion of a trust, 

the grantor shall not be treated under sub-
section (a) as the owner of such portion solely 
by reason of a reversionary interest in such por-
tion which takes effect upon the death of such 
beneficiary before such beneficiary attains age 
21. 

(c) Special rule for determining value of rever-
sionary interest 

For purposes of subsection (a), the value of the 
grantor’s reversionary interest shall be deter-
mined by assuming the maximum exercise of 
discretion in favor of the grantor. 

(d) Postponement of date specified for reacquisi-
tion 

Any postponement of the date specified for the 
reacquisition of possession or enjoyment of the 
reversionary interest shall be treated as a new 
transfer in trust commencing with the date on 
which the postponement is effective and termi-

nating with the date prescribed by the postpone-
ment. However, income for any period shall not 
be included in the income of the grantor by rea-
son of the preceding sentence if such income 
would not be so includible in the absence of such 
postponement. 

(Aug. 16, 1954, ch. 736, 68A Stat. 227; Pub. L. 
91–172, title II, § 201(c), Dec. 30, 1969, 83 Stat. 560; 
Pub. L. 99–514, title XIV, § 1402(a), Oct. 22, 1986, 
100 Stat. 2711; Pub. L. 100–647, title I, § 1014(b), 
Nov. 10, 1988, 102 Stat. 3559.) 

AMENDMENTS 

1988—Subsecs. (c), (d). Pub. L. 100–647 added subsecs. 
(c) and (d). 

1986—Pub. L. 99–514 amended section generally, sub-
stituting ‘‘the value of such interest exceeds 5 percent 
of the value of such portion’’ for ‘‘the interest will or 
may reasonably be expected to take effect in possession 
or enjoyment within 10 years commencing with the 
date of the transfer of that portion of the trust’’ in sub-
sec. (a), adding subsec. (b), striking out subsec. (c) 
which provided that the grantor not be treated under 
subsec. (a) as the owner of any portion of a trust where 
his reversionary interest in such portion was not to 
take effect in possession or enjoyment until the death 
of the persons to whom the income therefrom was pay-
able, and subsec. (d) which provided that any postpone-
ment of the date specified for the reacquisition of pos-
session or enjoyment of the reversionary interest be 
treated as a new transfer in trust commencing with the 
date on which the postponement was effected and ter-
minating with the date prescribed by the postpone-
ment. 

1969—Subsec. (b). Pub. L. 91–172 struck out provisions 
relating to trusts where the income was payable to a 
charitable beneficiary for at least a two-year period. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–647 effective, except as 
otherwise provided, as if included in the provision of 
the Tax Reform Act of 1986, Pub. L. 99–514, to which 
such amendment relates, see section 1019(a) of Pub. L. 
100–647, set out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Section 1402(c) of Pub. L. 99–514 provided that: 
‘‘(1) IN GENERAL.—Except as provided in paragraph (2), 

the amendments made by this section [amending this 
section and sections 674, 676, and 677 of this title] shall 
apply with respect to transfers in trust made after 
March 1, 1986. 

‘‘(2) TRANSFERS PURSUANT TO PROPERTY SETTLEMENT 
AGREEMENT.—The amendments made by this section 
shall not apply to any transfer in trust made after 
March 1, 1986, pursuant to a binding property settle-
ment agreement entered into on or before March 1, 
1986, which required the taxpayer to establish a grantor 
trust and for the transfer of a specified sum of money 
or property to the trust by the taxpayer. This para-
graph shall apply only to the extent of the amount re-
quired to be transferred under the agreement described 
in the preceding sentence.’’ 

EFFECTIVE DATE OF 1969 AMENDMENT 

Amendment by Pub. L. 91–172 applicable to transfers 
in trust made after April 22, 1969, see section 201(g)(3) 
of Pub. L. 91–172, set out as a note under section 170 of 
this title. 

§ 674. Power to control beneficial enjoyment 

(a) General rule 

The grantor shall be treated as the owner of 
any portion of a trust in respect of which the 
beneficial enjoyment of the corpus or the in-
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