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section 2005(d) of Pub. L. 93-406, set out as a note under
section 402 of this title.

EFFECTIVE DATE

Section applicable with respect to taxable years be-
ginning after Dec. 31, 1966, see section 103(n)(1) of Pub.
L. 89-809, set out as an Effective Date of 1966 Amend-
ment note under section 871 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1998

For provisions directing that if any amendments
made by subtitle D [§§1401-1465] of title I of Pub. L.
104-188 require an amendment to any plan or annuity
contract, such amendment shall not be required to be
made before the first day of the first plan year begin-
ning on or after Jan. 1, 1998, see section 1465 of Pub. L.
104-188, set out as a note under section 401 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1994

For provisions directing that if any amendments
made by subtitle B [§§521-523] of title V of Pub. L.
102-318 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1994, see
section 523 of Pub. L. 102-318, set out as a note under
section 401 of this title.

§ 877A. Tax responsibilities of expatriation

(a) General rules
For purposes of this subtitle—
(1) Mark to market

All property of a covered expatriate shall be
treated as sold on the day before the expatria-
tion date for its fair market value.

(2) Recognition of gain or loss

In the case of any sale under paragraph (1)—

(A) notwithstanding any other provision of
this title, any gain arising from such sale
shall be taken into account for the taxable
year of the sale, and

(B) any loss arising from such sale shall be
taken into account for the taxable year of
the sale to the extent otherwise provided by
this title, except that section 1091 shall not
apply to any such loss.

Proper adjustment shall be made in the
amount of any gain or loss subsequently real-
ized for gain or loss taken into account under
the preceding sentence, determined without
regard to paragraph (3).
(3) Exclusion for certain gain

(A) In general

The amount which would (but for this
paragraph) be includible in the gross income
of any individual by reason of paragraph (1)
shall be reduced (but not below zero) by
$600,000.

(B) Adjustment for inflation
(i) In general

In the case of any taxable year beginning
in a calendar year after 2008, the dollar
amount in subparagraph (A) shall be in-
creased by an amount equal to—

(I) such dollar amount, multiplied by

(IT) the cost-of-living adjustment de-
termined under section 1(f)(3) for the cal-
endar year in which the taxable year be-

TITLE 26—INTERNAL REVENUE CODE

§877A

gins, by substituting ‘‘calendar year
2007 for ‘‘calendar year 2016 in sub-
paragraph (A)(ii) thereof.

(ii) Rounding

If any amount as adjusted under clause
(i) is not a multiple of $1,000, such amount
shall be rounded to the nearest multiple of
$1,000.

(b) Election to defer tax
(1) In general

If the taxpayer elects the application of this
subsection with respect to any property treat-
ed as sold by reason of subsection (a), the time
for payment of the additional tax attributable
to such property shall be extended until the
due date of the return for the taxable year in
which such property is disposed of (or, in the
case of property disposed of in a transaction in
which gain is not recognized in whole or in
part, until such other date as the Secretary
may prescribe).

(2) Determination of tax with respect to prop-
erty

For purposes of paragraph (1), the additional
tax attributable to any property is an amount
which bears the same ratio to the additional
tax imposed by this chapter for the taxable
year solely by reason of subsection (a) as the
gain taken into account under subsection (a)
with respect to such property bears to the
total gain taken into account under sub-
section (a) with respect to all property to
which subsection (a) applies.

(3) Termination of extension

The due date for payment of tax may not be
extended under this subsection later than the
due date for the return of tax imposed by this
chapter for the taxable year which includes
the date of death of the expatriate (or, if ear-
lier, the time that the security provided with
respect to the property fails to meet the re-
quirements of paragraph (4), unless the tax-
payer corrects such failure within the time
specified by the Secretary).

(4) Security
(A) In general

No election may be made under paragraph
(1) with respect to any property unless ade-
quate security is provided with respect to
such property.

(B) Adequate security

For purposes of subparagraph (A), security
with respect to any property shall be treated
as adequate security if—

(i) it is a bond which is furnished to, and
accepted by, the Secretary, which is condi-
tioned on the payment of tax (and interest
thereon), and which meets the require-
ments of section 6325, or

(ii) it is another form of security for
such payment (including letters of credit)
that meets such requirements as the Sec-
retary may prescribe.

(5) Waiver of certain rights

No election may be made under paragraph
(1) unless the taxpayer makes an irrevocable
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waiver of any right under any treaty of the
United States which would preclude assess-
ment or collection of any tax imposed by rea-
son of this section.

(6) Elections

An election under paragraph (1) shall only
apply to property described in the election
and, once made, is irrevocable.

(7) Interest

For purposes of section 6601, the last date for
the payment of tax shall be determined with-
out regard to the election under this sub-
section.

(c) Exception for certain property

Subsection (a) shall not apply to—

(1) any deferred compensation item (as de-
fined in subsection (d)(4)),

(2) any specified tax deferred account (as de-
fined in subsection (e)(2)), and

(3) any interest in a nongrantor trust (as de-
fined in subsection ()(3)).

(d) Treatment of deferred compensation items

(1) Withholding on eligible deferred compensa-
tion items

(A) In general

In the case of any eligible deferred com-
pensation item, the payor shall deduct and
withhold from any taxable payment to a
covered expatriate with respect to such item
a tax equal to 30 percent thereof.

(B) Taxable payment

For purposes of subparagraph (A), the term
‘“taxable payment’’ means with respect to a
covered expatriate any payment to the ex-
tent it would be includible in the gross in-
come of the covered expatriate if such expa-
triate continued to be subject to tax as a cit-
izen or resident of the United States. A de-
ferred compensation item shall be taken
into account as a payment under the pre-
ceding sentence when such item would be so
includible.

(2) Other deferred compensation items

In the case of any deferred compensation
item which is not an eligible deferred com-
pensation item—

(A)(1) with respect to any deferred com-
pensation item to which clause (ii) does not
apply, an amount equal to the present value
of the covered expatriate’s accrued benefit
shall be treated as having been received by
such individual on the day before the expa-
triation date as a distribution under the
plan, and

(ii) with respect to any deferred compensa-
tion item referred to in paragraph (4)(D), the
rights of the covered expatriate to such item
shall be treated as becoming transferable
and not subject to a substantial risk of for-
feiture on the day before the expatriation
date,

(B) no early distribution tax shall apply by
reason of such treatment, and

(C) appropriate adjustments shall be made
to subsequent distributions from the plan to
reflect such treatment.
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(3) Eligible deferred compensation items

For purposes of this subsection, the term
‘‘eligible deferred compensation item’ means
any deferred compensation item with respect
to which—

(A) the payor of such item is—

(i) a United States person, or

(ii) a person who is not a United States
person but who elects to be treated as a
United States person for purposes of para-
graph (1) and meets such requirements as
the Secretary may provide to ensure that
the payor will meet the requirements of
paragraph (1), and

(B) the covered expatriate—

(i) notifies the payor of his status as a
covered expatriate, and

(ii) makes an irrevocable waiver of any
right to claim any reduction under any
treaty with the United States in with-
holding on such item.

(4) Deferred compensation item

For purposes of this subsection, the term
“‘deferred compensation item”’ means—

(A) any interest in a plan or arrangement
described in section 219(g)(5),

(B) any interest in a foreign pension plan
or similar retirement arrangement or pro-
gram,

(C) any item of deferred compensation, and

(D) any property, or right to property,
which the individual is entitled to receive in
connection with the performance of services
to the extent not previously taken into ac-
count under section 83 or in accordance with
section 83.

(5) Exception

Paragraphs (1) and (2) shall not apply to any
deferred compensation item to the extent at-
tributable to services performed outside the
United States while the covered expatriate
was not a citizen or resident of the United
States.

(6) Special rules
(A) Application of withholding rules
Rules similar to the rules of subchapter B
of chapter 3 shall apply for purposes of this
subsection.
(B) Application of tax
Any item subject to the withholding tax
imposed under paragraph (1) shall be subject
to tax under section 871.
(C) Coordination with other withholding re-
quirements

Any item subject to withholding under
paragraph (1) shall not be subject to with-
holding under section 1441 or chapter 24.

(e) Treatment of specified tax deferred accounts

(1) Account treated as distributed

In the case of any interest in a specified tax
deferred account held by a covered expatriate
on the day before the expatriation date—

(A) the covered expatriate shall be treated
as receiving a distribution of his entire in-
terest in such account on the day before the
expatriation date,
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(B) no early distribution tax shall apply by
reason of such treatment, and
(C) appropriate adjustments shall be made
to subsequent distributions from the ac-
count to reflect such treatment.
(2) Specified tax deferred account

For purposes of paragraph (1), the term
‘‘specified tax deferred account’” means an in-
dividual retirement plan (as defined in section
7701(a)(37)) other than any arrangement de-
scribed in subsection (k) or (p) of section 408,
a qualified tuition program (as defined in sec-
tion 529), a qualified ABLE program (as de-
fined in section 529A), a Coverdell education
savings account (as defined in section 530), a
health savings account (as defined in section
223), and an Archer MSA (as defined in section
220).

(f) Special rules for nongrantor trusts
(1) In general

In the case of a distribution (directly or in-
directly) of any property from a nongrantor
trust to a covered expatriate—

(A) the trustee shall deduct and withhold
from such distribution an amount equal to
30 percent of the taxable portion of the dis-
tribution, and

(B) if the fair market value of such prop-
erty exceeds its adjusted basis in the hands
of the trust, gain shall be recognized to the
trust as if such property were sold to the ex-
patriate at its fair market value.

(2) Taxable portion

For purposes of this subsection, the term
‘“‘taxable portion’” means, with respect to any
distribution, that portion of the distribution
which would be includible in the gross income
of the covered expatriate if such expatriate
continued to be subject to tax as a citizen or
resident of the United States.

(3) Nongrantor trust

For purposes of this subsection, the term
‘“‘nongrantor trust’” means the portion of any
trust that the individual is not considered the
owner of under subpart E of part I of sub-
chapter J. The determination under the pre-
ceding sentence shall be made immediately be-
fore the expatriation date.

(4) Special rules relating to withholding

For purposes of this subsection—

(A) rules similar to the rules of subsection

(d)(6) shall apply, and

(B) the covered expatriate shall be treated
as having waived any right to claim any re-
duction under any treaty with the United

States in withholding on any distribution to

which paragraph (1)(A) applies unless the

covered expatriate agrees to such other
treatment as the Secretary determines ap-
propriate.

(5) Application

This subsection shall apply to a nongrantor
trust only if the covered expatriate was a ben-
eficiary of the trust on the day before the ex-
patriation date.

(g) Definitions and special rules relating to expa-
triation

For purposes of this section—
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(1) Covered expatriate
(A) In general

The term ‘‘covered expatriate’” means an
expatriate who meets the requirements of
subparagraph (A), (B), or (C) of section
877(a)(2).

(B) Exceptions

An individual shall not be treated as meet-
ing the requirements of subparagraph (A) or
(B) of section 877(a)(2) if—

(i) the individual—

(I) became at birth a citizen of the
United States and a citizen of another
country and, as of the expatriation date,
continues to be a citizen of, and is taxed
as a resident of, such other country, and

(IT) has been a resident of the United
States (as defined in section
T7701(b)(1)(A)(ii)) for not more than 10 tax-
able years during the 15-taxable year pe-
riod ending with the taxable year during
which the expatriation date occurs, or

(ii)(I) the individual’s relinquishment of
United States citizenship occurs before
such individual attains age 18%, and

(IT) the individual has been a resident of
the United States (as so defined) for not
more than 10 taxable years before the date
of relinquishment.

(C) Covered expatriates also subject to tax as
citizens or residents

In the case of any covered expatriate who
is subject to tax as a citizen or resident of
the United States for any period beginning
after the expatriation date, such individual
shall not be treated as a covered expatriate
during such period for purposes of sub-
sections (d)(1) and (f) and section 2801.

(2) Expatriate

The term ‘‘expatriate’” means—

(A) any United States citizen who relin-
quishes his citizenship, and

(B) any long-term resident of the United
States who ceases to be a lawful permanent
resident of the United States (within the
meaning of section 7701(b)(6)).

(3) Expatriation date

The term ‘‘expatriation date’” means—

(A) the date an individual relinquishes
United States citizenship, or

(B) in the case of a long-term resident of
the United States, the date on which the in-
dividual ceases to be a lawful permanent
resident of the United States (within the
meaning of section 7701(b)(6)).

(4) Relinquishment of citizenship

A citizen shall be treated as relinquishing
his United States citizenship on the earliest
of—

(A) the date the individual renounces his
United States nationality before a diplo-
matic or consular officer of the United
States pursuant to paragraph (5) of section
349(a) of the Immigration and Nationality
Act (8 U.S.C. 1481(a)(b)),

(B) the date the individual furnishes to the
United States Department of State a signed
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statement of voluntary relinquishment of
United States nationality confirming the
performance of an act of expatriation speci-
fied in paragraph (1), (2), (3), or (4) of section
349(a) of the Immigration and Nationality
Act (8 U.S.C. 1481(a)(1)-(4)),

(C) the date the United States Department
of State issues to the individual a certificate
of loss of nationality, or

(D) the date a court of the United States
cancels a naturalized citizen’s certificate of
naturalization.

Subparagraph (A) or (B) shall not apply to any
individual unless the renunciation or vol-
untary relinquishment is subsequently ap-
proved by the issuance to the individual of a
certificate of loss of nationality by the United
States Department of State.

(5) Long-term resident

The term ‘‘long-term resident’” has the
meaning given to such term by section
877(e)(2).

(6) Early distribution tax

The term ‘‘early distribution tax’ means
any increase in tax imposed under section
72(t), 220(£)(4), 223(f)(4), 409A(a)(1)(B), 529(c)(6),
529A(c)(3), or 530(d)(4).

(h) Other rules
(1) Termination of deferrals, etc.

In the case of any covered expatriate, not-
withstanding any other provision of this
title—

(A) any time period for acquiring property
which would result in the reduction in the
amount of gain recognized with respect to
property disposed of by the taxpayer shall
terminate on the day before the expatriation
date, and

(B) any extension of time for payment of
tax shall cease to apply on the day before
the expatriation date and the unpaid portion
of such tax shall be due and payable at the
time and in the manner prescribed by the
Secretary.

(2) Step-up in basis

Solely for purposes of determining any tax
imposed by reason of subsection (a), property
which was held by an individual on the date
the individual first became a resident of the
United States (within the meaning of section
7701(b)) shall be treated as having a basis on
such date of not less than the fair market
value of such property on such date. The pre-
ceding sentence shall not apply if the indi-
vidual elects not to have such sentence apply.
Such an election, once made, shall be irrev-
ocable.

(3) Coordination with section 684
If the expatriation of any individual would
result in the recognition of gain under section
684, this section shall be applied after the ap-
plication of section 684.
(i) Regulations
The Secretary shall prescribe such regulations

as may be necessary or appropriate to carry out
the purposes of this section.
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(Added Pub. L. 110-245, title III, §301(a), June 17,
2008, 122 Stat. 1638; amended Pub. L. 113-295, div.
B, title I, §102(e)(2), Dec. 19, 2014, 128 Stat. 4062;
Pub. L. 115-97, title I, §11002(d)(1)(BB), Dec. 22,
2017, 131 Stat. 2060; Pub. L. 115-141, div. U, title
IV, §401(a)(154), Mar. 23, 2018, 132 Stat. 1191.)

INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS

For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title.

Editorial Notes

AMENDMENTS
2018—Subsec. (g)(6). Pub. L. 115-141 substituted
£¢220(£)(4)”’ for <“220(e)(4)”’.
2017—Subsec. (a)(3)(B)()(ID). Pub. L. 115-97 sub-

stituted ‘‘for ‘calendar year 2016’ in subparagraph
(A)(ii)” for ‘“‘for ‘calendar year 1992’ in subparagraph (B)
thereof”.

2014—Subsec. (e)(2). Pub. L. 113-295, §102(e)(2)(A), in-
serted ‘“‘a qualified ABLE program (as defined in sec-
tion 529A),” after ‘*529),”.

Subsec. (g)(6). Pub. L. 113-295, §102(e)(2)(B), inserted
““629A(c)(3),” after <“5629(c)(6),”.

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF 2017 AMENDMENT

Amendment by Pub. L. 115-97 applicable to taxable
years beginning after Dec. 31, 2017, see section 11002(e)
of Pub. L. 115-97, set out as a note under section 1 of
this title.

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 applicable to taxable
years beginning after Dec. 31, 2014, see section 102(f)(1)
of Pub. L. 113-295, set out as a note under section 552a
of Title 5, Government Organization and Employees.

EFFECTIVE DATE

Section applicable to any individual whose expatria-
tion date is on or after June 17, 2008, see section
301(g)(1) of Pub. L. 110-245, set out as a note under sec-
tion 2801 of this title.

§878. Foreign educational, charitable, and cer-
tain other exempt organizations

For special provisions relating to foreign edu-
cational, charitable, and other exempt organiza-
tions, see sections 512(a) and 4948.

(Aug. 16, 1954, ch. 736, 68A Stat. 282, §877; renum-
bered §878, Pub. L. 89-809, title I, §103(f)(1), Nov.
13, 1966, 80 Stat. 1551; amended Pub. L. 91-172,
title I, §101(j)(20), Dec. 30, 1969, 83 Stat. 528.)

Editorial Notes

AMENDMENTS

1969—Pub. L. 91-172 substituted provisions requiring
reference to organizations in sections 512(a) and 4948 for
provisions requiring reference to trusts in section
512(a), and struck out reference to unrelated business
income.

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by Pub. L. 91-172 applicable to taxable
years beginning after Dec. 31, 1969, see section
101(k)(2)(B) of Pub. L. 91-172, set out as an Effective
Date note under section 4940 of this title.
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