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Reg. Section 1.1237-1(g)(1) 
Real property subdivided for sale. 
 
 

(g) Definition of tract— 
 

(1) Aggregation of properties. For the purposes of section 1237, the term tract means 
either (i) a single piece of real property or (ii) two or more pieces of real property 
if they were contiguous at any time while held by the taxpayer, or would have 
been contiguous but for the interposition of a road, street, railroad, stream, or 
similar property. Properties are contiguous if their boundaries meet at one or more 
points. The single piece of contiguous properties need not have been conveyed by 
a single deed. The taxpayer may have assembled them over a period of time and 
may hold them separately, jointly, or as a partner, or in any combination of such 
forms of ownership. 

 
(2) When a subdivision will be considered a new tract. If the taxpayer sells or 

exchanges no lots from the tract for a period of 5 years after the sale or exchange 
of at least 1 lot in the tract, then the remainder of the tract shall be deemed a new 
tract for the purpose of counting the number of lots sold from the same tract under 
section 1237(b)(1). The pieces in the new tract need not be contiguous. The 5-
year period is measured between the dates of the sales or exchanges. 
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