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hands of the grantor increased in the 
amount of gain or decreased in the 
amount of loss recognized to the grant-
or upon such transfer under the law ap-
plicable to the year in which the trans-
fer was made. If the taxpayer acquired 
the property by a transfer in trust, this 
basis applies whether the property be 
in the hands of the trustee, or the ben-
eficiary, and whether acquired prior to 
the termination of the trust and dis-
tribution of the property, or thereafter. 

(2) The principles stated in paragraph 
(b) of § 1.1015–1 concerning the uniform 
basis are applicable in determining the 
basis of property where more than one 
person acquires an interest in property 
by transfer in trust after December 31, 
1920. 

(b) Reinvestment by fiduciary. If the 
property is an investment made by the 
fiduciary (as, for example, in the case 
of a sale by the fiduciary of property 
transferred by the grantor, and the re-
investment of the proceeds), the cost or 
other basis to the fiduciary is taken in 
lieu of the basis specified in paragraph 
(a) of this section. 

§ 1.1015–3 Gift or transfer in trust be-
fore January 1, 1921. 

(a) In the case of property acquired 
by gift or transfer in trust before Janu-
ary 1, 1921, the basis of such property is 
the fair market value thereof at the 
time of the gift or at the time of the 
transfer in trust. 

(b) The principles stated in paragraph 
(b) of § 1.1015–1 concerning the uniform 
basis are applicable in determining the 
basis of property where more than one 
person acquires an interest in property 
by gift or transfer in trust before Janu-
ary 1, 1921. In addition, if an interest in 
such property was acquired from a de-
cedent and the property had not been 
sold, exchanged, or otherwise disposed 
of before the death of the donor, the 
rules prescribed in section 1014 and the 
regulations thereunder are applicable 
in determining the basis of such prop-
erty in the hands of the taxpayer. 

§ 1.1015–4 Transfers in part a gift and 
in part a sale. 

(a) General rule. Where a transfer of 
property is in part a sale and in part a 
gift, the unadjusted basis of the prop-

erty in the hands of the transferee is 
the sum of— 

(1) Whichever of the following is the 
greater: 

(i) The amount paid by the transferee 
for the property, or 

(ii) The transferor’s adjusted basis 
for the property at the time of the 
transfer, and 

(2) The amount of increase, if any, in 
basis authorized by section 1015(d) for 
gift tax paid (see § 1.1015–5). 

For determining loss, the unadjusted 
basis of the property in the hands of 
the transferee shall not be greater than 
the fair market value of the property 
at the time of such transfer. For deter-
mination of gain or loss of the trans-
feror, see § 1.1001–1(e) and § 1.1011–2. For 
special rule where there has been a 
charitable contribution of less than a 
taxpayer’s entire interest in property, 
see section 170(e)(2) and § 1.170A–4(c). 

(b) Examples. The rule of paragraph 
(a) of this section is illustrated by the 
following examples: 

Example 1. If A transfers property to his 
son for $30,000, and such property at the time 
of the transfer has an adjusted basis of 
$30,000 in A’s hands (and a fair market value 
of $60,000), the unadjusted basis of the prop-
erty in the hands of the son is $30,000. 

Example 2. If A transfers property to his 
son for $60,000, and such property at the time 
of transfer has an adjusted basis of $30,000 in 
A’s hands (and a fair market value of 
$90,000), the unadjusted basis of such prop-
erty in the hands of the son is $60,000. 

Example 3. If A transfers property to his 
son for $30,000, and such property at the time 
of transfer has an adjusted basis in A’s hands 
of $60,000 (and a fair market value of $90,000), 
the unadjusted basis of such property in the 
hands of the son is $60,000. 

Example 4. If A transfers property to his 
son for $30,000 and such property at the time 
of transfer has an adjusted basis of $90,000 in 
A’s hands (and a fair market value of 
$60,000), the unadjusted basis of the property 
in the hands of the son ins $90,000. However, 
since the adjusted basis of the property in 
A’s hands at the time of the transfer was 
greater than the fair market value at that 
time, for the purpose of determining any loss 
on a later sale or other disposition of the 
property by the son its unadjusted basis in 
his hands is $60,000. 

[T.D. 6500, 25 FR 11910, Nov. 26, 1960, as 
amended by T.D. 6693, 28 FR 12818, Dec. 3, 
1963; T.D. 7207, 37 FR 20799, Oct. 5, 1972] 
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