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Reg. Section 1.1237-1(d)(1), Example (1) 
Real property subdivided for sale. 
 
 

(d) Holding period required— 
 

(1) General rules. To apply section 1237, the taxpayer must either have inherited the 
lot sold or have held it for 5 years. Generally, the provisions of section 1223 are 
applicable in determining the period for which the taxpayer has held the property. 
The provisions of this subparagraph may be illustrated by the following examples: 

 
Example 1. A held a tract of land for 3 years under circumstances otherwise 
qualifying for section 1237 treatment. He made a gift of the tract to B at a 
time when the fair market value of the tract exceeded A's basis for the tract. B 
held the tract for 2 more years under similar circumstances. B then sold 4 lots 
from the tract. B is entitled to the benefits of section 1237 since under section 
1223(2) he held the lots for 5 years and all the other requirements of section 
1237 are met. 
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