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A, a nonresident alien, funds an irrevocable domestic trust, DT, for the benefit of his son, B, who is a United States citizen, with stock of 
Corporation X. A's brother, C, who also is a United States citizen, contributes stock of Corporation Y to the trust for the benefit of B. A has a 
reversionary interest within the meaning of section 673 in the X stock that would cause A to be treated as the owner of the X stock upon 
application of the grantor trust rules without regard to section 672(f). C has a reversionary interest within the meaning of section 673 in the Y 
stock that would cause C to be treated as the owner of the Y stock upon application of the grantor trust rules without regard to section 
672(f). The trustee has discretion to accumulate or currently distribute income of DT to B.

Because A is a nonresident alien, application of the grantor trust rules without regard to section 672(f) would not result in the portion of the 
trust consisting of the X stock being treated as owned by a United States citizen or resident. None of the exceptions in Reg. 1.672(f)-3 
applies because A cannot revest the X stock in A, amounts may be distributed during A's lifetime to B, who is neither a grantor nor a spouse 
of a grantor, and the trust is not a compensatory trust. Therefore, pursuant to Reg. 1.672(f)-1(a)(1), A is not treated as an owner under the 
grantor trust rules of the portion of the trust consisting of the X stock. Any distributions from such portion of the trust are subject to the rules 
of subparts A through D (641 and following), part I, subchapter J, chapter 1 of the Internal Revenue Code.

Because C is a United States citizen, Reg. 1.672(f)-1(a)(1) does not prevent C from being treated under section 673 as the owner of the 
portion of the trust consisting of the Y stock.
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