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years, and remainder or reversionary in-
terests transferred before May 1, 2009. 

[T.D. 9448, 74 FR 21512, May 7, 2009; T.D. 9540, 
76 FR 49638, Aug. 10, 2011] 

§ 25.2512–1 Valuation of property; in 
general. 

Section 2512 provides that if a gift is 
made in property, its value at the date 
of the gift shall be considered the 
amount of the gift. The value of the 
property is the price at which such 
property would change hands between 
a willing buyer and a willing seller, 
neither being under any compulsion to 
buy or to sell, and both having reason-
able knowledge of relevant facts. The 
value of a particular item of property 
is not the price that a forced sale of the 
property would produce. Nor is the fair 
market value of an item of property 
the sale price in a market other than 
that in which such item is most com-
monly sold to the public, taking into 
account the location of the item wher-
ever appropriate. Thus, in the case of 
an item of property made the subject of 
a gift, which is generally obtained by 
the public in the retail market, the fair 
market value of such an item of prop-
erty is the price at which the item or 
a comparable item would be sold at re-
tail. For example, the value of an auto-
mobile (an article generally obtained 
by the public in the retail market) 
which is the subject of a gift, is the 
price for which an automobile of the 
same or approximately the same de-
scription, make, model, age, condition, 
etc., could be purchased by a member 
of the general public and not the price 
for which the particular automobile of 
the donor would be purchased by a 
dealer in used automobiles. Examples 
of items of property which are gen-
erally sold to the public at retail may 
be found in § 25.2512–6. The value is gen-
erally to be determined by ascertaining 
as a basis the fair market value at the 
time of the gift of each unit of the 
property. For example, in the case of 
shares of stocks or bonds, such unit of 
property is generally a share or a bond. 
Property shall not be returned at the 
value at which it is assessed for local 
tax purposes unless that value rep-
resents the fair market value thereof 
on the date of the gift. All relevant 
facts and elements of value as of the 

time of the gift shall be considered. 
Where the subject of a gift is an inter-
est in a business, the value of items of 
property in the inventory of the busi-
ness generally should be reflected in 
the value of the business. For valu-
ation of interests in businesses, see 
§ 25.2512–3. See § 25.2512–2 and §§ 25.2512–4 
through 25.2512–6 for further informa-
tion concerning the valuation of other 
particular kinds of property. See 
§ 25.2702–6 for an adjustment to the 
total amount of an individual’s taxable 
gifts where the individual’s current 
taxable gifts include the transfer of 
certain interests in trust that were 
previously valued under the provisions 
of section 2702. 

[T.D. 6826, 30 FR 7709, June 15, 1965; as 
amended by T.D. 8395, 57 FR 4254, Feb. 4, 1992] 

§ 25.2512–2 Stocks and bonds. 
(a) In general. The value of stocks and 

bonds is the fair market value per 
share or bond on the date of the gift. 

(b) Based on selling prices. (1) In gen-
eral, if there is a market for stocks or 
bonds, on a stock exchange, in an over- 
the-counter market or otherwise, the 
mean between the highest and lowest 
quoted selling prices on the date of the 
gift is the fair market value per share 
or bond. If there were no sales on the 
date of the gift but there were sales on 
dates within a reasonable period both 
before and after the date of the gift, 
the fair market value is determined by 
taking a weighted average of the 
means between the highest and lowest 
sales on the nearest date before and the 
nearest date after the date of the gift. 
The average is to be weighted inversely 
by the respective numbers of trading 
days between the selling dates and the 
date of the gift. If the stocks or bonds 
are listed on more than one exchange, 
the records of the exchange where the 
stocks or bonds are principally dealt in 
should be employed if such records are 
available in a generally available list-
ing or publication of general circula-
tion. In the event that such records are 
not so available and such stocks or 
bonds are listed on a composite listing 
of combined exchanges available in a 
generally available listing or publica-
tion of general circulation, the records 
of such combined exchanges should be 
employed. In valuing listed securities, 
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the donor should be careful to consult 
accurate records to obtain values as of 
the date of the gift. If quotations of un-
listed securities are obtained from bro-
kers, or evidence as to their sale is ob-
tained from the officers of the issuing 
companies, copies of letters furnishing 
such quotations or evidence of sale 
should be attached to the return. 

(2) If it is established with respect to 
bonds for which there is a market on a 
stock exchange, that the highest and 
lowest selling prices are not available 
for the date of the gift in a generally 
available listing or publication of gen-
eral circulation but that closing prices 
are so available, the fair market value 
per bond is the mean between the 
quoted closing selling price on the date 
of the gift and the quoted closing sell-
ing price on the trading day before the 
date of the gift. If there were no sales 
on the trading day before the date of 
the gift but there were sales on dates 
within a reasonable period before the 
date of the gift, the fair market value 
is determined by taking a weighted av-
erage of the quoted closing selling 
prices on the date of the gift and the 
nearest date before the date of the gift. 
The closing selling price for the date of 
the gift is to be weighted by the respec-
tive number of trading days between 
the previous selling date and the date 
of the gift. If there were no sales with-
in a reasonable period before the date 
of the gift but there were sales on the 
date of the gift, the fair market value 
is the closing selling price on the date 
of the gift. If there were no sales on the 
date of the gift but there were sales 
within a reasonable period both before 
and after the date of the gift, the fair 
market value is determined by taking 
a weighted average of the quoted clos-
ing selling prices on the nearest date 
before and the nearest date after the 
date of the gift. The average is to be 
weighed inversely by the respective 
numbers of trading days between the 
selling dates and the date of the gift. If 
the bonds are listed on more than one 
exchange, the records of the exchange 
where the bonds are principally dealt 
in should be employed. In valuing list-
ed securities, the donor should be care-
ful to consult accurate records to ob-
tain values as of the date of the gift. 

(3) The application of this paragraph 
may be illustrated by the following ex-
amples: 

Example (1). Assume that sales of stock 
nearest the date of the gift (Friday, June 15) 
occurred two trading days before (Wednes-
day, June 13) and three trading days after 
(Wednesday, June 20) and on these days the 
mean sale prices per share were $10 and $15, 
respectively. The price of $12 is taken as rep-
resenting the fair market value of a share of 
stock as of the date of the gift 

[(3×10)+(2×15)]/5 
Example (2). Assume the same facts as in 

example 1 except that the mean sale prices 
per share on June 13 and June 20 were $15 and 
$10 respectively. The price of $13 is taken as 
representing the fair market value of a share 
of stock as of the date of the gift 

[(3×15)+(2×10)]/5 
Example (3). Assume that on the date of the 

gift (Tuesday, April 3, 1973) the closing sell-
ing price of certain listed bonds was $25 per 
bond and that the highest and lowest selling 
prices are not available in a generally avail-
able listing or publication of general circula-
tion for that date. Assume further, that the 
closing selling price of such bonds was $21 
per bond on the day before the date of the 
gift (Monday, April 2, 1973). Thus, under 
paragraph (b)(2) of this section, the price of 
$23 is taken as representing the fair market 
value per bond as of the date of the gift 

[(25+21)]/2 
Example (4). Assume the same facts as in 

example 3 except that there were no sales on 
the day before the date of the gift. Assume 
further, that there were sales on Thursday, 
March 29, 1973, and that the closing selling 
price on that day was $23. The price of $24.50 
is taken as representing the fair market 
value per bond as of the date of the gift 

[(1×23)+(3×25)]/4 
Example (5). Assume that no bonds were 

traded on the date of the gift (Friday, April 
20). Assume further, that sales of bonds near-
est the date of the gift occurred two trading 
days before (Wednesday, April 18) and three 
trading days after (Wednesday, April 25) the 
date of the gift and that on these two days 
the closing selling prices per bond were $29 
and $22, respectively. The highest and lowest 
selling prices are not available for these 
dates in a generally available listing or pub-
lication of general circulation. Thus, under 
paragraph (b)(2) of this section the price of 
$26.20 is taken as representing the fair mar-
ket value of a bond as of the date of the gift 

[(3×29)+(2×22)]/5 

(c) Based on bid and asked prices. If 
the provisions of paragraph (b) of this 
section are inapplicable because actual 
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sales are not available during reason-
able period beginning before and end-
ing after the date of the gift, the fair 
market value may be determined by 
taking the mean between the bona fide 
bid and asked prices on the date of the 
gift, or if none, by taking a weighted 
average of the means between the bona 
fide bid and asked prices on the nearest 
trading date before and the nearest 
trading date after the date of the gift, 
if both such nearest dates are within a 
reasonable period. The average is to be 
determined in the manner described in 
paragraph (b) of this section. 

(d) Where selling prices and bid and 
asked prices are not available for dates 
both before and after the date of gift. If 
the provisions of paragraphs (b) and (c) 
of this section are inapplicable because 
no actual sale prices or quoted bona 
fide bid and asked prices are available 
on a date within a reasonable period 
before the date of the gift, but such 
prices are available on a date within a 
reasonable period after the date of the 
gift, or vice versa, then the mean be-
tween the highest and lowest available 
sale prices or bid and asked prices may 
be taken as the value. 

(e) Where selling prices or bid and 
asked prices do not represent fair market 
value. In cases in which it is estab-
lished that the value per bond or share 
of any security determined on the basis 
of the selling or bid and asked prices as 
provided under paragraphs (b), (c), and 
(d) of this section does not represent 
the fair market value thereof, then 
some reasonable modification of the 
value determined on that basis or other 
relevant facts and elements of value 
shall be considered in determining fair 
market value. Where sales at or near 
the date of the gift are few or of a spo-
radic nature, such sales alone may not 
indicate fair market value. In certain 
exceptional cases, the size of the block 
of securities made the subject of each 
separate gift in relation to the number 
of shares changing hands in sales may 
be relevant in determining whether 
selling prices reflect the fair market 
value of the block of stock to be val-
ued. If the donor can show that the 
block of stock to be valued, with ref-
erence to each separate gift, is so large 
in relation to the actual sales on the 
existing market that it could not be 

liquidated in a reasonable time without 
depressing the market, the price at 
which the block could be sold as such 
outside the usual market, as through 
an underwriter, may be a more accu-
rate indication of value than market 
quotations. Complete data in support 
of any allowance claimed due to the 
size of the block of stock being valued 
should be submitted with the return. 
On the other hand, if the block of stock 
to be valued represents a controlling 
interest, either actual or effective, in a 
going business, the price at which 
other lots change hands may have lit-
tle relation to its true value. 

(f) Where selling prices or bid and asked 
prices are unavailable. If the provisions 
of paragraphs (b), (c), and (d) of this 
section are inapplicable because actual 
sale prices and bona fide bid and asked 
prices are lacking, then the fair mar-
ket value is to be determined by taking 
the following factors into consider-
ation: 

(1) In the case of corporate or other 
bonds, the soundness of the security, 
the interest yield, the date of matu-
rity, and other relevant factors; and 

(2) In the case of shares of stock, the 
company’s net worth, prospective earn-
ing power and dividend-paying capac-
ity, and other relevant factors. 

Some of the ‘‘other relevant factors’’ 
referred to in subparagraphs (1) and (2) 
of this paragraph are: The goodwill of 
the business; the economic outlook in 
the particular industry; the company’s 
position in the industry and its man-
agement; the degree of control of the 
business represented by the block of 
stock to be valued; and the values of 
securities of corporations engaged in 
the same or similar lines of business 
which are listed on a stock exchange. 
However, the weight to be accorded 
such comparisons or any other evi-
dentiary factors considered in the de-
termination of a value depends upon 
the facts of each case. Complete finan-
cial and other data upon which the 
valuation is based should be submitted 
with the return, including copies of re-
ports of any examinations of the com-
pany made by accountants, engineers, 
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or any technical experts as of or near 
the date of the gift. 

[T.D. 6334, 23 FR 8904, Nov. 15, 1958; 25 FR 
14021, Dec. 31, 1960, as amended by T.D. 7327, 
39 FR 35355, Oct. 1, 1974; T.D. 7432, 41 FR 
38769, Sept. 13, 1976] 

§ 25.2512–3 Valuation of interest in 
businesses. 

(a) Care should be taken to arrive at 
an accurate valuation of any interest 
in a business which the donor transfers 
without an adequate and full consider-
ation in money or money’s worth. The 
fair market value of any interest in a 
business, whether a partnership or a 
proprietorship, is the net amount 
which a willing purchaser, whether an 
individual or a corporation, would pay 
for the interest to a willing seller, nei-
ther being under any compulsion to 
buy or to sell and both having reason-
able knowledge of the relevant facts. 
The net value is determined on the 
basis of all relevant factors including— 

(1) A fair appraisal as of the date of 
the gift of all the assets of the busi-
ness, tangible and intangible, including 
good will; 

(2) The demonstrated earning capac-
ity of the business; and 

(3) The other factors set forth in 
paragraph (f) of § 25.2512–2 relating to 
the valuation of corporate stock, to the 
extent applicable. 
Special attention should be given to 
determining an adequate value of the 
good will of the business. Complete fi-
nancial and other data upon which the 
valuation is based should be submitted 
with the return, including copies of re-
ports of examinations of the business 
made by accountants, engineers, or any 
technical experts as of or near the date 
of the gift. 

(b) [Reserved] 

§ 25.2512–4 Valuation of notes. 
The fair market value of notes, se-

cured or unsecured, is presumed to be 
the amount of unpaid principal, plus 
accrued interest to the date of the gift, 
unless the donor establishes a lower 
value. Unless returned at face value, 
plus accrued interest, it must be shown 
by satisfactory evidence that the note 
is worth less than the unpaid amount 
(because of the interest rate, or date of 
maturity, or other cause), or that the 

note is uncollectible in part (by reason 
of the insolvency of the party or par-
ties liable, or for other cause), and that 
the property, if any, pledged or mort-
gaged as security is insufficient to sat-
isfy it. 

§ 25.2512–5 Valuation of annuities, 
unitrust interests, interests for life 
or term of years, and remainder or 
reversionary interests. 

(a) In general. Except as otherwise 
provided in paragraph (b) of this sec-
tion and § 25.7520–3(b), the fair market 
value of annuities, unitrust interests, 
life estates, terms of years, remainders, 
and reversions transferred by gift is 
the present value of the interests de-
termined under paragraph (d) of this 
section. Section 20.2031–7 of this chap-
ter (Estate Tax Regulations) and re-
lated sections provide tables with 
standard actuarial factors and exam-
ples that illustrate how to use the ta-
bles to compute the present value of 
ordinary annuity, life, and remainder 
interests in property. These sections 
also refer to standard and special actu-
arial factors that may be necessary to 
compute the present value of similar 
interests in more unusual fact situa-
tions. These factors and examples are 
also generally applicable for gift tax 
purposes in computing the values of 
taxable gifts. 

(b) Commercial annuities and insurance 
contracts. The value of life insurance 
contracts and contracts for the pay-
ment of annuities issued by companies 
regularly engaged in their sale is deter-
mined under § 25.2512–6. 

(c) Actuarial valuations. The present 
value of annuities, unitrust interests, 
life estates, terms of years, remainders, 
and reversions transferred by gift on or 
after May 1, 2009, is determined under 
paragraph (d) of this section. The 
present value of annuities, unitrust in-
terests, life estates, terms of years, re-
mainders, and reversions transferred 
by gift before May 1, 2009, is deter-
mined under the following sections: 

Transfers 
Applicable regulations 

After Before 

— 01–01–52 ........ 25.2512–5A(a). 
12–31–51 .......... 01–01–71 ........ 25.2512–5A(b). 
12–31–70 .......... 12–01–83 ........ 25.2512–5A(c). 
11–30–83 .......... 05–01–89 ........ 25.2512–5A(d). 
04–30–89 .......... 05–01–99 ........ 25.2512–5A(e). 
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