INTRODUCTION TO
1031 EXCHANGES

' Exchange it
Please contact your local Alliance Title
1 0 31 bbbbbb for more information.




GENERAL REQUIREMENTS

Qualified Intermediary

45-day identification/180-day exchange period

Like-kind property

Qualified Use

Same taxpayer

Exchange equal or up in value




QUALIFIED INTERMEDIARY

= Ql required (in Most circumstances) to exchange under 103

= Rights to both relinquished and replacement property sale
contracts assigned to Ql to complete an “exchange” with QI (in
practice, Ql does NOT go on title)

= QI recelives sale proceeds —- MUST avoid “actual or constructive
receipt” by taxpayer

= Settlement statement should identify “[Name of Ql] as
qgualified intermediary for [name of taxpayer]”



THE PROCESS

Closing

Sales Funds

Proceeds

Qualified
Intermediary

©

Select List Closing Day 45 Days: 180 Days: Close on
Qualified Relinquished is Identify Purchase(s) of
Intermediary Property Day Zero Replacement Replacement Property or
Property Properties



EXCHANGE TIMELINE

Identify Market to sell 180 Day Timeline 45 days to identify up 180 days to close on
Qualified Relinquished begins when to three Replacement at least one
Intermediary Property Relinquished Properties Replacement

Qn Property is sold Property

Pre-ldentification
Period

Total ldentification Period '
Total Exchange Period I



WHAT IS CONSIDERED
“LIKE-KIND” PROPERTY?

= Generally, all real estate qualifies as like-kind
to all other real estate

= Only like-kind if held for use in trade or
business or for investment

= Must be properly identified within 45 days to
be considered like-kind




" Bysiness or investment

» Holding period

= No “dealer” property

= Vacation homes or second homes may not qualify



SAME TAXPAYER

» Taxpayer that owns relinquished property MUST
be same taxpayer that acquired replacement

property

= Owner/titleholder may not be “taxpayer” for 1031
PUrposes

= Living trusts
= Single-member LLCs




EQUAL OR GREATER VALUE

Replacement property(ies) must be of equal or greater value to
exchange value of relinquished property

Exchange value determined by subtracting closing costs and
broker's commissions from relinquished property(ies) value

Exchange value not used in acquiring replacement is “boot”
and taxable

Equity AND debt must be replaced



TYPES OF EXCHANGES

FORWARD
EXCHANGE

Sell investment property
and, within 180 days,
complete the purchase
of new investment

REVERSE
EXCHANGE

Purchase of new
Investment property
occurs before sale of
original investment

property (must complete
within 180 days)

IMPROVEMENT
EXCHANGE

Sell investment property,
use accommodator to
acquire and hold
property while
Improvements are made.
Can be structured as
forward or reverse
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QUESTIONS?

' Exchange it
Please contact your local Alliance Title

1 0 31 LLC branch for more information.
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