
482

26 CFR Ch. I (4–1–02 Edition)§ 1.1254–0

acquired in a transaction described in 
subparagraph (1) of this paragraph 
shall include the aggregate of the de-
ductions allowed under sections 175 and 
182 in respect of the land transferred or 
converted (as the case may be) in such 
transaction minus the amount of gain 
taken into account under sections 
1251(c) and 1252(a) with respect to the 
land transferred or converted. Upon a 
subsequent disposition of such land, 
the holding period shall include the 
holding period with respect to the land 
transferred or converted. 

(5) Basis adjustment. In order to re-
flect gain recognized under section 
1252(a)(1) if property is acquired in a 
transaction to which subparagraph (1) 
of this paragraph applies, its basis 
shall be determined under the rules of 
section 1031(d) or 1033(c). 

(e) Partnerships. [Reserved] 
(f) Treatment of farm land received by a 

transferee in a disposition by gift and cer-
tain tax-free transactions—(1) General 
rule. If farm land is disposed of in a 
transaction which is either a gift to 
which paragraph (a)(1) of this section 
applies, or a completely tax-free trans-
fer to which paragraph (c)(1) of this 
section applies, then for purposes of 
section 1252: 

(i) The aggregate of the deductions 
allowed under sections 175 and 182 in 
respect of the land in the hands of the 
tranferee immediately after the dis-
position shall be an amount equal to 
the amount of such aggregate in the 
hands of the transferor immediately 
before the disposition, and 

(ii) For purposes of applying section 
1252 upon a subsequent disposition by 
the transferee (including a computa-
tion of the applicable percentage), the 
holding period of the transferee shall 
include the holding period of the trans-
feror. 

(2) Certain partially tax-free transfers. 
If farm land is disposed of in a trans-
action which either is in part a sale or 
exchange and in part a gift to which 
paragraph (a)(2)of this section applies, 
or is a partially tax-free transfer to 
which paragraph (c)(1) of this section 
applies, then for purposes of section 
1252 the amount determined under sub-
paragraph (1)(i) of this paragraph 
shallbe reduced by the amount of gain 
taken into account under sections 

1251(c) and 1252(a) by the transferor 
upon the disposition. Upon a subse-
quent disposition by the transferee, the 
holding period for purposes of com-
puting the amount under section 
1252(a)(1)(A), with respect to the 175 
and 182 deductions taken by the trans-
feror, shall include the holding period 
of the transferor. With respect to the 
1975 and 182 deductions taken by the 
transferee, the holding period shall not 
include the holding period of the trans-
feror. 

(3) Examples. The provisions of sub-
paragraphs (1) and (2) of this paragraph 
may be illustrated by the following ex-
amples:

Example 1. Assume the same facts as in ex-
ample (1) of paragraph (a)(4) of this section. 
Therefore, on the date B receives the farm 
land in the gift transaction, under subpara-
graph (1) of this paragraph the aggregate of 
the deductions allowed under sections 175 
and 182 in respect of the farm land in the 
hands of B is the amount in the hands of A, 
$24,000, and for purposes of applying section 
1252 upon a subsequent disposition by B (in-
cluding a computation of the applicable per-
centage) the holding period of B includes the 
holding period of A.

Example 2. Assume the same facts as in ex-
ample (2) of paragraph (a)(4) of this section. 
Under subparagraph (2) of this paragraph, 
the aggregate of the sections 175 and 182 de-
ductions which pass over to B for purposes of 
section 1252 is $14,000 ($24,000 deductions al-
lowable under sections 175 and 182 minus 
$3,000 gain recognized under section 1251(c) in 
accordance with example (2) of paragraph 
(a)(4) of § 1.1251–4, minus $7,000 gain recog-
nized under section 1252(a) in acordance with 
example (2) of paragraph (a)(4) of this sec-
tion), B’s holding period includes the holding 
period of A (i.e., the period back to January 
15, 1971) with respect to A’s deductions.

(g) Disposition of farm land not specifi-
cally covered. If farm land is disposed of 
in a transaction not specifically cov-
ered under § 1.1252–1 and this section, 
then the principles of section 1245 shall 
apply. 

[T.D. 7418, 41 FR 18832, May 7, 1976; 41 FR 
23669, June 11, 1976]
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§ 1.1254–6 Effective date of regulations.

[T.D. 8586, 60 FR 2501, Jan. 10, 1995, as amend-
ed by T.D. 8684, 61 FR 53063, Oct. 10, 1996]
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