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which the treatment is desired. The ap-
plication of this paragraph may be il-
lustrated by the following example:

Example. X Trust, a calendar year trust, 
has $1,000 of income (as defined in § 1.643(b)–
1) and $800 of distributable net income (as de-
fined in §§ 1.643(a)–1 through 1.643(a)–7) in 
1972. The trust properly pays $550 to A, a ben-
eficiary, on January 15, 1972, which the trust-
ee elects to treat under section 663(b) as paid 
on December 31, 1971. The trust also properly 
pays to A $600 on July 19, 1972, and $450 on 
January 17, 1973. For 1972, the maximum 
amount that may be elected under this sub-
division to be treated as properly paid or 
credited on the last day of 1972 is $400 
($1,000¥$600). The $550 paid on January 15, 
1972, does not reduce the maximum amount 
to which the election may apply, because 
that amount is treated as properly paid on 
December 31, 1971.

(ii) If an election is made with re-
spect to a taxable year of a trust, this 
section shall apply only to those 
amounts which are properly paid or 
credited within the first 65 days fol-
lowing such year and which are so des-
ignated by the fiduciary in his election. 
Any amount considered under section 
663(b) as having been distributed in the 
preceding taxable year shall be so 
treated for all purposes. For example, 
in determining the beneficiary’s tax li-
ability, such amount shall be consid-
ered as having been received by the 
beneficiary in his taxable year in which 
or with which the last day of the pre-
ceding taxable year of the trust ends. 

(b) Taxable years beginning before Jan-
uary 1, 1969. With respect to taxable 
years of a trust beginning before Janu-
ary 1, 1969, the fiduciary of the trust 
may elect under section 663(b) to treat 
distributions within the first 65 days 
following such taxable year as amounts 
which were paid or credited on the last 
day of such taxable year, if: 

(1) The trust was in existence prior to 
January 1, 1954; 

(2) An amount in excess of the in-
come of the immediately preceding 
taxable year may not (under the terms 
of the governing instrument) be dis-
tributed in any taxable year; and 

(3) The fiduciary elects (as provided 
in § 1.663(b)–2) to have section 663(b) 
apply. 

[T.D. 7204, 37 FR 17135, Aug. 25, 1972]

§ 1.663(b)–2 Election. 

(a) Manner and time of election; irrevo-
cability—(1) When return is required to be 
filed. If a trust return is required to be 
filed for the taxable year of the trust 
for which the election is made, the 
election shall be made in the appro-
priate place on such return. The elec-
tion under this subparagraph shall be 
made not later than the time pre-
scribed by law for filing such return 
(including extensions thereof). Such 
election shall become irrevocable after 
the last day prescribed for making it. 

(2) When no return is required to be 
filed. If no return is required to be filed 
for the taxable year of the trust for 
which the election is made, the elec-
tion shall be made in a statement filed 
with the internal revenue office with 
which a return by such trust would be 
filed if such trust were required to file 
a return for such taxable year. See sec-
tion 6091 and the regulations there-
under for place for filing returns. The 
election under this subparagraph shall 
be made not later than the time pre-
scribed by law for filing a return if 
such trust were required to file a re-
turn for such taxable year. Such elec-
tion shall become irrevocable after the 
last day prescribed for making it. 

(b) Elections under prior law. Elections 
made pursuant to section 663(b) prior 
to its amendment by section 331(b) of 
the Tax Reform Act of 1969 (83 Stat. 
598), which, under prior law, were irrev-
ocable for the taxable year for which 
the election was made and all subse-
quent years, are not effective for tax-
able years beginning after December 31, 
1968. In the case of a trust for which an 
election was made under prior law, the 
fiduciary shall make the election for 
each taxable year beginning after De-
cember 31, 1968, for which the treat-
ment provided by section 663(b) is de-
sired. 

[T.D. 7204, 37 FR 17135, Aug. 25, 1972]

§ 1.663(c)–1 Separate shares treated as 
separate trusts or as separate es-
tates; in general. 

(a) If a single trust (or estate) has 
more than one beneficiary, and if dif-
ferent beneficiaries have substantially 
separate and independent shares, their 
shares are treated as separate trusts
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