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(B) in the case of a foreign partnership, a 
United States person is a partner of such 
partnership, or 

(C) in the case of a foreign trust or estate, 
such trust or estate has a United States ben-
eficiary (within the meaning of paragraph 
(1)). 

(3) Certain United States beneficiaries dis-
regarded 

A beneficiary shall not be treated as a 
United States person in applying this section 
with respect to any transfer of property to for-
eign trust if such beneficiary first became a 
United States person more than 5 years after 
the date of such transfer. 

(d) Regulations 

The Secretary shall prescribe such regulations 
as may be necessary or appropriate to carry out 
the purposes of this section. 

(Added Pub. L. 94–455, title X, § 1013(a), Oct. 4, 
1976, 90 Stat. 1614; amended Pub. L. 96–603, § 2(b), 
Dec. 28, 1980, 94 Stat. 3509; Pub. L. 104–188, title 
I, § 1903(a)–(f), Aug. 20, 1996, 110 Stat. 1909, 1910; 
Pub. L. 105–34, title XVI, § 1601(i)(2), Aug. 5, 1997, 
111 Stat. 1093; Pub. L. 105–206, title VI, § 6018(g), 
July 22, 1998, 112 Stat. 823.) 

AMENDMENTS 

1998—Subsec. (a)(1). Pub. L. 105–206 provided that the 
amendment made by section 1903(b) of Pub. L. 104–188 
shall be applied as if ‘‘or’’ in the material proposed to 
be stricken were capitalized. See 1996 Amendment note 
below. 

1997—Subsec. (a)(3)(C)(ii), (iii). Pub. L. 105–34 inserted 
‘‘, owner,’’ after ‘‘grantor’’. 

1996—Subsec. (a)(1). Pub. L. 104–188, § 1903(b), which di-
rected that subsec. (a) of this section be amended by 
substituting ‘‘section 6048(a)(3)(B)(ii)’’ for ‘‘section 
404(a)(4) or 404A’’, was executed to par. (1) by making 
the substitution for ‘‘section 404(a)(4) Or section 404A’’ 
to reflect the probable intent of Congress. See 1998 
Amendment note above. 

Subsec. (a)(2)(B). Pub. L. 104–188, § 1903(a)(1), amended 
subpar. (B) generally. Prior to amendment, subpar. (B) 
read as follows: ‘‘TRANSFERS WHERE GAIN IS RECOGNIZED 
TO TRANSFEROR.—To any sale or exchange of the prop-
erty at its fair market value in a transaction in which 
all of the gain to the transferor is realized at the time 
of the transfer and is recognized either at such time or 
is returned as provided in section 453.’’ 

Subsec. (a)(3). Pub. L. 104–188, § 1903(a)(2), added par. 
(3). 

Subsec. (a)(4), (5). Pub. L. 104–188, § 1903(c), added pars. 
(4) and (5). 

Subsec. (c)(2)(A). Pub. L. 104–188, § 1903(e), amended 
subpar. (A) generally. Prior to amendment, subpar. (A) 
read as follows: ‘‘in the case of a foreign corporation, 
more than 50 percent of the total combined voting 
power of all classes of stock entitled to vote of such 
corporation is owned (within the meaning of section 
958(a)) or is considered to be owned (within the meaning 
of section 958(b)) by United States shareholders (as de-
fined in section 951(b)),’’. 

Subsec. (c)(3). Pub. L. 104–188, § 1903(d), added par. (3). 
Subsec. (d). Pub. L. 104–188, § 1903(f), added subsec. (d). 
1980—Subsec. (a)(1). Pub. L. 96–603 inserted ‘‘Or sec-

tion 404A’’ after ‘‘section 404(a)(4)’’. 

EFFECTIVE DATE OF 1998 AMENDMENT 

Amendment by section 6018 of Pub. L. 105–206 effec-
tive as if included in the provisions of the Small Busi-
ness Job Protection Act of 1996, Pub. L. 104–188, to 
which such amendment relates, see section 6018(h) of 
Pub. L. 105–206, set out as a note under section 23 of 
this title. 

EFFECTIVE DATE OF 1997 AMENDMENT 

Amendment by Pub. L. 105–34 effective as if included 
in the provisions of the Small Business Job Protection 
Act of 1996, Pub. L. 104–188, to which it relates, see sec-
tion 1601(j) of Pub. L. 105–34, set out as a note under 
section 23 of this title. 

EFFECTIVE DATE OF 1996 AMENDMENT 

Section 1903(g) of Pub. L. 104–188 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to transfers of property after Feb-
ruary 6, 1995.’’ 

EFFECTIVE DATE OF 1980 AMENDMENT 

Amendment by Pub. L. 96–603 applicable with respect 
to employer contributions or accruals for taxable years 
beginning after Dec. 31, 1979, election to apply amend-
ments retroactively with respect to foreign subsidi-
aries, allowance or prior deductions in case of certain 
funded branch plans, and time and manner for making 
elections, see section 2(e) of Pub. L. 96–603, set out as 
an Effective Date note under section 404A of this title. 

EFFECTIVE DATE 

Section 1013(f)(1) of Pub. L. 94–455 provided that: ‘‘The 
amendments made by this section (other than sub-
section (c)) [enacting this section and amending sec-
tions 643, 678, 6048, and 6678 of this title] shall apply to 
taxable years ending after December 31, 1975, but only 
in the case of— 

‘‘(A) foreign trusts created after May 21, 1974, and 
‘‘(B) transfers of property to foreign trusts after 

May 21, 1974.’’ 

SUBPART F—MISCELLANEOUS 

Sec. 

681. Limitation on charitable deduction. 
682. Income of an estate or trust in case of di-

vorce, etc. 
683. Use of trust as an exchange fund. 
684. Recognition of gain on certain transfers to 

certain foreign trusts and estates and non-
resident aliens. 

685. Treatment of funeral trusts. 

AMENDMENT OF ANALYSIS 

For termination of amendment by section 901 

of Pub. L. 107–16, see Effective and Termination 

Dates of 2001 Amendment note set out under 

section 1 of this title. 

AMENDMENTS 

2001—Pub. L. 107–16, title V, § 542(e)(1)(D), title IX, 
§ 901, June 7, 2001, 115 Stat. 85, 150, temporarily inserted 
‘‘and nonresident aliens’’ after ‘‘estates’’ in item 684. 

1997—Pub. L. 105–34, title XI, § 1131(c)(6), title XIII, 
§ 1309(b), Aug. 5, 1997, 111 Stat. 980, 1043, added items 684 
and 685. 

1976—Pub. L. 94–455, title XXI, § 2131(e)(2), Oct. 4, 1976, 
90 Stat. 1924, substituted ‘‘Use of trust as an exchange 
fund’’ for ‘‘Applicability of provisions’’ in item 683. 

§ 681. Limitation on charitable deduction 

(a) Trade or business income 

In computing the deduction allowable under 
section 642(c) to a trust, no amount otherwise 
allowable under section 642(c) as a deduction 
shall be allowed as a deduction with respect to 
income of the taxable year which is allocable to 
its unrelated business income for such year. For 
purposes of the preceding sentence, the term 
‘‘unrelated business income’’ means an amount 
equal to the amount which, if such trust were 
exempt from tax under section 501(a) by reason 
of section 501(c)(3), would be computed as its un-
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