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Internal Revenue Code Section 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 reversionary 
interest in either the corpus or the income 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 subsection (a) as the owner of such portion solely by reason 
of a reversionary interest in such portion which takes effect upon the death of such beneficiary 
before such beneficiary attains age 21. 

(c)  Special rule for determining value of reversionary interest. 
For purposes of subsection (a) , the value of the grantor's reversionary interest shall be 
determined by assuming the maximum exercise of discretion in favor of the grantor. 

(d)  Postponement of date specified for reacquisition. 
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 terminating with the date prescribed by the 
postponement. However, income for any period shall not be included in the income of the 
grantor by reason of the preceding sentence if such income would not be so includible in the 
absence of such postponement. 
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