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ADEQUATE DISCLOSURE OF GIFTS 
Estate & Gift Tax Regulations: §301.6501(c)-1 

 
(f) Gifts made after December 31, 1996, not adequately disclosed on the return – 

(1) In general.  If a transfer of property, other than a transfer described in paragraph (e) of this 
section, is not adequately disclosed on a gift tax return (Form 709, “United States Gift (and 
Generation-Skipping Transfer) tax Return”), or in a statement attached to the return, filed for 
the calendar period in which the transfer occurs, then any gift tax imposed by chapter 12 of 
subtitle B of the Internal Revenue Code on the transfer may be assessed, or a proceeding in 
court for the collection of the appropriate tax may be begun without assessment, at any time. 

 
(2) Adequate disclosure of transfers of property reported as gifts.  A transfer will be adequately 

disclosed on the return only if it is reported in a manner adequate to apprise the Internal 
Revenue Service of the nature of the gift and the basis for the value so reported.  Transfers 
reported on the gift tax returns transfers of property by gift will be considered adequately 
disclosed under this paragraph (f)(2) if the return (or a statement attached to the return) provides 
the following information- 
(i) A description of the transferred property and any consideration received by the transferor; 
(ii) The identity of, and relationship between, the transferor and each transferee; 
(iii) If the property is transferred in trust, the trust’s tax identification number and a brief 

description of the terms of the trust, or in lieu of a brief description of the trust terms, a 
copy of the trust instrument; 

(iv) Except as provided in §301.6501-1(f)(3), a detailed description of the method used to 
determine the fair market value of property transferred, including any financial data (for 
example, balance sheets, etc. with explanations of any adjustments) that were utilized in 
determining the value of the interest, any restrictions on the transferred property that were 
considered in determining the fair market value of t he property, and a description of any 
discounts, such as discounts for blockage, minority or fractional interests, and lack of 
marketability, claimed in valuing the property.  In the case of a transfer of an interest that 
is actively traded on an established exchange, such as the New York Stock Exchange, the 
American Stock Exchange, the NASDAQ National Market, or a regional exchange in 
which quotations are published on a daily basis, including recognized foreign exchanges, 
recitation of the exchange where the interest is listed, the CUSIP number of the security, 
and the mean between the highest and lowest quoted selling prices on the applicable 
valuation date will satisfy all of the requirements of this paragraph (f)(2)(iv).  In the case of 
the transfer of an interest in an entity (for example, a corporation or partnership) that is not 
actively traded, a description must be provided of any discount claimed in valuing the 
interests in the entity or any assets owned by such entity.  In addition, if the value of the 
entity or of the interests in the entity is properly determined based on the net value of the 
assets held by the entity, a statement must be provided regarding the fair market value of 
100 percent of the entity (determined without regard to any discounts in valuing the entity 
or any assets owned (*67772) by the entity), the pro rata portion of the entity subject to the 
transfer, and the fair market value of the transferred interest as reported on the return.  If 
100 percent of the value of the entity is not disclosed, the taxpayer bears the burden of 
demonstrating that the fair market value of the entity is properly determined by a method 
other than a method based on the net value of the assets held by the entity.  If the entity 
that is the subject of the transfer owns an interest in another non-actively traded entity 
(either directly or through ownership of an entity), the information required in this  
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ADEQUATE DISCLOSURE OF GIFTS 

Estate & Gift Tax Regulations: §301.6501(c)-1 – (cont) 
 

paragraph (f)(2)(iv) must be provided for each entity if the information is relevant and 
material in determining the value of the interest; and 

(v) A statement describing any position taken that is contrary to any proposed, temporary or 
final Treasury regulations or revenue rulings published at the time of the transfer (see 
§601.601(d)(2) of this chapter). 

 
(3) Submission of appraisals in lieu of the information required under paragraph (f)(2)(iv) of 

this section.  The requirements of paragraph (f)(2)(iv) of this section will be satisfied if the 
donor submits an appraisal of the transferred property that meets the following 
requirements- 

 
(i) The appraisal is prepared by an appraiser who satisfies all of the following 

requirements: 
A. The appraiser is an individual who holds himself or herself out to the public as an 

appraiser or performs appraisals on a regular basis. 
B. Because of the appraiser’s qualifications, as described in the appraisal that details 

the appraiser’s background, experience, education, and membership, if any, in 
professional appraisal associations, the appraiser is qualified to make appraisals 
of the type of property being valued. 

C. The appraiser is not the donor or the donee of the property or a member of the 
family of the donor or donee, as defined in section 2032(e)(2), or any person 
employed by the donor, the donee, or a member of the family of either; and 

 
(ii) The appraisal contains all of the following: 

A. The date of the transfer, the date on which the transferred property was 
appraised, and the purpose of the appraisal. 

B. A description of the property. 
C. A description of the appraisal process employed. 
D. A description of the assumptions, hypothetical conditions, and any limiting 

conditions and restrictions on the transferred property that affect the analyses, 
opinions, and conclusions. 

E. The information considered in determining the appraised value, including in the 
case of an ownership interest in a business, all financial data that was used in 
determining the value of the interest that is sufficiently detailed so that another 
person can replicate the process and arrive at the appraised value. 

F. The appraisal procedures followed, and the reasoning that supports the analyses, 
opinions, and conclusions. 

G. The valuation method utilized, the rationale for the valuation method, and the 
procedure used in determining the fair market value of the asset transferred. 

H. The specific basis for the valuation, such as specific comparable sales or 
transactions, sales of similar interests, asset-based approaches, merger-acquisition 
transactions, etc. 


