FLORIDA 1031 EXCHANGE
GUIDE & INVESTMENT STRATEGY
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A practical guide to Section 1031 like-kind exchange rules, timelines and
portfolio strategy for owners of Florida rental homes, vacation-rental condos
and investment property.
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$ QUKW UHVHYHG 1 R SDWWR WLV SXEGFDURQP D\ EH UHSURGXFHG GMUEXWG RUMDQVP MG IQDQ. IRP RUE\ DQ
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Z MRX\WRIFH 6 HAIRQ R \KH , QMEDS HYHQXH &RGH ,56 JXICDQFH ) ®UED' HSDWW HOAR' 5 HYHQXH
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' HSDUWW HQWR! 5 HYHQXH P DWUDOHYIHZ HG\WUIRXIK $XIXWY  DQG IV SUAVHQNMG | RUI HGHUIDCRUHQBMRQ RQD

1 RKMQJ 1Q\KLY SXEGFDWRQ FROAMMAMY/ \B[ Bl DODFFRXQI  1LQDQRDO RUIQYHWA HOADGYLEH $ @GRMUILI XUAV DQG
VFHQDURY DUH LOVDMYH H, DP SBV RQD DQG DUH QRWD J XDUDQMH RUSURWMIPIRQ R DRYDOMHVXOV 5 HDCHBAM DQG
H FKDQIH GHAMRQV VKRX@ EH P DGH 1Q FRQVXGBMRQ Z W D TXDOLHG &3$ R DGYMRUD 4 XDOIHG

,QMUP HADW  DQG D UHDCHWIAM DWRCH. Z KHQ DSSURSUDWM 5 HDGHWY VKRX@ IQGHSHQGHQ® YHUL FXUHOAX®N DQG
1L XUV UHBIYDQWR \WHURZ Q WDQUDRIRQ
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3 RMRQV R \WH EDFNJ URXQG UAVHDURK. RUIDQY] DIRQ DQG GUDIMY R WY I XIGH Z HUH FUHDWMG Z W \KH DAMMBGQRH R
DUMFIDAQM® HOFH \RRY IQFOGQ) &OXGHp B\ $QMURSIE 7 KHVH \RRY Z HIH XVHG \R KHS RUDQ] HIGHDV BHYIEHZ
FXWHQAS 6 DQG) GUCD' HSDWW HOWR! 5 HYHQXH P DWWUDO DQG DWIMNK WH UHVHDUFK DQG Z UMY SURFHW

7KLY IXIGH IV IQMQGHG \R VHYH DV D KHSIXAUHVRXUFH IRURZ GHY R ) GUICD UHQIBICKRP HY YDFDURQ UHQEO
FRQGRP IQIXP V DQG LQYHVAR HQMBURSHWY Z KR DUH FROUGHUQ) D 6 HAIRQ H FKDQIH ,WRIIHWY D SUDRIFDO
IUDP HZ RN IRUKICNIQ) WURXI K WP HICHY TXD@\ 1Q) SURSHWV LGHQMEDUMRQ UXBN DQG UHSOFHP HOASURSHWY
WIDMI\ : KIBHHYHY HIRWKDV EHHQ P DGH R SURYIGH DFFXUDWM DQG FXUHONQIRP DIRQ \B[ OZ ,56 JXIGDQRH
DQG) GUGD UHIXOMRQY FDQ FKDQI H RYHUMP H

7 KH L RUP DIRQ FRQAGHG LQ LY J XIGH 1V SURYIGHG |RUJ HQHUDCHGXFDMRQDADQG LQ RUP DIRCDCBXIBRVHY RQD W
VKRX@ QRAEH FROVIGHUHG B DOICDQRDOMY,  DFFRXQIQY RUIQYHR HQADGYIEH 5 HDGHWY DUH HQFRXUDI HG \R
FRQUX®Z W TXDOLHG SUR HWIRQDY 1Q \KH DSSURSUDM 1IHGV \R REMIIQ FXUWHQNQ RUP DURQ DQG J XIGDQRH |RUWHU
VSHFLLIE VAXDUIRQ

0\ KRSH LV WDVWKLY J XIGH VHLYHV DV D YDODEGI WBME) SR KHSBIQJ \ RX XQGHWABQGKRZ D H FKDQIH
Z RUW EHIRUH\ RX HYHUMWERZ QZ WK \ RXU&.3$ DQG 4 XDOHG , QMP HADY

IMPORTANT NOTICE

$ 6 HAIRQ H FKDQIH FDQEH RQH R \WH P RWMBRZ HUXOB]  GH HUDOMDWI [HV DYDIDE®! \R UDCHATAM

LOYHVRY EXVWAY DOR KLIK® \WFKQEFDOYH RUH EHJ IQQQ) DQH FKDQIH IQYHRY VKRXG FRQUX@D
TXDOIHG

¢ &3% RUN SIRHWIRQDO

. 4 XDOHG,QMP HADY 4,

« 5 HDCHABM DWRUH. Z KHQ DSSURSUDAM

« ) IQDQADADGYIVRUZ KHQ DSSURSUDM

o ([ SHUIHQPHG UHDOHIAM SUR HWIRQDO

7KHVWKFWUH R DQ H FKDQI H VKRX@ EH UHYLHZ HG EH RUH WH UHIQTXLVKHG SURSHINV FERVHY
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5 HDWG 3 DUV 7 IDQVDRIRQY
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) BUCD &RQER" XH' 1O HCFH & KHANDAY

61QIGI) DP IO 5 HQNO XH' IMHQFH
5 HSOFHP HQVB URSHWV 6 FRUHFDLG

YHRUH 6 HARY & 961G \WH 6 WD\
&KRRVH \KH 2 EMPIYH

([ DP SB) GUCD & ROWICH WD\
7KH 7THDP

&RPPRQ 0 DMINAV

5 HSRUQY \KH ( [ FKDQIH

R ) GUED,QYHWRUS HYSHANH
7KH ,QYHAR HQW HAMRQ

([ FKDQIH 5 RDGP DS
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,P SRMBQW VFOIP HU
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What Is a 1031 Exchange?

$ 6 HAIRQ O\H NQGH FKDQIH D@Z V D TXDO\ 1QJ UBHDAHIMY LIQYHVRUVR H FKDQJ H UHDCSURSHWY KHG IRU
LOYHWR HQNRUSURGXRIYH XVH 1Q D WDGH RUBXMHW IRURKHUT XD\ 1QJ UHDCSURSHUWY

,QMDGR! [P P HADWMO WHFRIQ] 1QJ \KH \B DE®! J DIQ JHQHIDMG B\ VHER \WH RUJ LODAQYHR HOABURSHWV
\WH IQYHRUP D\ EH DE®! \R GH HUVRP H RUSRWQUWDE DERI WDW DIQ E\ SURSHUWD FRP SBMJ \WH H FKDQIH

TKINR D H FKDQIH SUP DU® DV

A tax-deferral and portfolio-repositioning strategy — not a tax elimination strategy.

7 KH LQYHARUHWHQUID® FDUIHY \KH GH HWHG J DIQ DQG DAMMG\Y] EDVY IRZ DU QR WH UHSOFHP HQABURSHWY

7KLV FDQDMZ P R IQYHR HQNFDSMIOR UHP DIQ Z RINQJ 1Q UHDAHBMM UDWHUWDQ EHQJ [P P HADMO® UHGXFHG
B\ \M[ HV JHQHIDWG E\ D FRQYHQIRGDOM, DE®! VDB

What Florida Real Estate Can Qualify?

7TKHNA MXH JHHD® MOWZ KHWHUWKH SURSHIAYV GRN DONH

7KH MXH IV Z KRWHUWH UHTITXIVKHG DQG UHSOFHP HOABURSHWAY FROAMAM TXD@\ 1Q) UHDCSLRSHW KHG |IRU
LQYHWY HOANRUSIRGXFWYH XVH 1Q D WDGH RUEXVIOHW

3 RMQIDCH DP SV IQFACH
Single-Family Rental - Single-Family Rental

6 HD) BUCD UHQBICKRXVH
3XUKDVH $ QRHUUHQBICKRXVH

Condo - Single-Family Rental

6 HD 9 DFDURQ VHQBCFRQGRP IQIXP
3XUFKDVH 61QI®1 IDP LO LQYHR HOABURSHWV

Condo - Condo

6 HD2 CHU* XOIURQWDFDIRQ UHQBO
3XUFKDVH 1 HZ HUYDFDURQ UHQIICFRQGRP IQXP

Single-Family - Multiple Condos

6HD P LORQUHQUCSURSHW
3XUFKDWH 7KUH LOYHR HOWFRQGRY

Multiple Properties — One Property
$QIYHARUP D\ SRMQUID® FRQVRIEDW VHYHUDOT XD\ 1QJ SURSHWAV 1QR RCH OW HUUHSOFHP HOQAQYHME HQN
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Florida - Another State
$ ) ®UCD IQYHF HQABURSHWY FDQ J HHID® EH H FKDQIHG IRUTXDA\ IQJ) 8 6 LQYHWR HQAHDCHIMW BFDWMG [Q
DCRWKWHUMEM

+RZHYHUS 6 UHDCSURSHWY DQG IRUHLI Q UHDOSURSHWY J HGHIDE® DUH QRWFRQVIGHIHG @H NIQG IRUS HAIRQ
SXISRVHV

What Generally Does Not Qualify?

6 HAIRQ IV GHVLJQHG IRUTXDO\ [QJ) LOYHMVR HOARUEXVICHW UDCHADAM
* HQHUDE® SUREGP DIF RUQRQTXDM\ 1QJ SURSHWY ICFOGHY

3UP DIV UMMGHQFHV XVHG VRBID DV SHYRQDOHMGHIHY
6 HFRQG KRP HV KHG SUP DU |RUSHWRQDCHQR P HQW
3 URSHWY KHTG SUP DU [RUBHVD®!

) | DG 1@ IQYHQRY

" HDBIUSURSHWY

6 \RFNV

YRV

6 HEXUMH

3 DUEHYKIS QMW

0 RWBHWRQDCBURSHWY

) RUIQ U-DCHABM H FKDQIHGIRUS 6 UHDCHWDAM

7 KH QMIGRIRQ EHE HHQ LOYHWR HOWSLRSHUV DQG SURSHWY KHG SUP DU |RUUHVD®! FDQ EH H WHP HO
[P SRWUQN

The Vacation-Rental Question

7KLV IV HVSHAD® [P SRUBQVRU) GUCD
0 DQ IQHVRY RZQ

* X0 IURQWFRQERV
%HDFK KRXVHV

$IWFQE SURSHWIAV
9590 SURSHWAV

6 HDVRQDOYDFDMRQ UHQIY
6 HFRQG KRP HV WDWDUH UHQIMG SDWWR! \WH \ HDU

$ YDFDIRQ SURSHWV FDQ SRWMQID® TXD@\ IRUD H FKDQIH EXWOQYHWRWY VKRX@ EH FDUH XCDERXW
H FHWLYH SHYRQDOWH
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7KH,56 SURYIGHV D SDUFXOUWD XVHXOV/DIH KDUEERUXQGHUS HYHQXH 3 URFHGXUH

) RUMWH UHOOTXIVKHG GZ HAJ  \WH VDI H KDUERUJ HCHID@® UHTXILHY RZ QHUKLS IRUDWBDWY P RQKV
P P HADWO® EHRUH\WHH FKDQIH

' XUQJ HOFK R \WH\®R P RQK SHURGY SUHFHAQ) WH H FKDQIH
e 7KH SURSHWV IV UHQMG \IR RIXHLY DWD I DUBHQEARUDWBDWY  GD\ V' DQG

e 3HYRQDOXWH GRHV (R FHHGWHJUDWMURI  GD\V RU Rl WWH QXP EHURI GD\ V UHOWIG DVWD 1DlU
UHQWO

6 P LOUUHTXILHP HQW DSSO \R D GZ HBRY DFTXILHG DV HSOFHP HQABURSHW IRUWH P RQKV IRGRZ Q) \KH
H FKDQIH

Example

6 XSSRVH DQ IQYHVRURZ Qv D 3 DQDP D & W %4-DFK FRQGRP IQXP ' XUQJ RQH P RQIK SHURG 5 HQEIOED\ V
R UHQBOED\ V

3 HWRCDOXVH @ IMIMRQ XQGHUMH VDIH KDUEERUZ RXG \WHHRH JHGHD® EH GD\V EHFDXVH IV JWHDMU
\WDQ

QMVRY ZKR P I VL QUEDQASHYRQDOXVH Z M YDFDURQ UHQBY VKRXG LQYROH WHU&. 3$ DQG 4 XDOLHG
,QMP HADY HDUD

The Two Numbers Every Investor Should Remember

7KH IQHARUIHQHD® KDV GD\ V DIWIUMDQVIHUIQ! WH UHOQT XIVKHG SLIRSHUV \R IGHQM  SRMQIDO
UHSOFHP HQABURSHW

7 KH UHSOFHP HOABURSHWY JHQHID@® P XWWNEH DFTXIWHG B\ \WH HDUHUDSSTHDE®I H FKDQIH G-DGIEH FRP P RQD
GAVRUEHG DV \WH GD H FKDQIH SHURG VXEMPWR WH \I{  UHMLO GXH CDW XBN

7 KHVH \IP HIHY DUH H WHP HO [P SRATQW0 MQ) WH UHTXILHG GHDGIRH FDQ GHMIR. \WH IQMQGHG\S] GHHUWDO
WHDW HQW

The Qualified Intermediary

$ WSIFDACHD\ HG H FKDQIH WHTXIUHY \WWH XVH R D4 XDAIHG ,QMP HGIDY  FRP P RQD FD@®IGD 4,
7KH4 , KHSV | DAHOBM \WH H FKDQIH DQG KRGV \WH SURFHHGV IURP \KH UHTTXIVKHG SURSHWY

Critical Point

7 KH VHBIUI HOHD® VKRX@ QRWHFHYH RUFRQWROMH VDBV SUIRFHHGY $ PXDCRUFRQUKARYH UHFHISWR \WH
SURFHHGY FDQ FDXVH \WH WDQUDRURQ\R IDIOR TXDM\ [RUKH LOMQGHG H FKDQI H \WHDW HQW/
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7KH4 , VKRXG \WHUHRUH QR D® EH VHORMG EH RUIH FRVIQJ) WH SUIRSHW EHQJ VR@
$ WSIFDOMHTXHQH LV

Investor decides to exchange

CPA/tax advisor reviews situation

Qualified Intermediary is selected

Property goes under contract

QI exchange documents are prepared

Relinquished property closes

Exchange funds go to QI

45-day identification period

Replacement property selected

Replacement property closes within applicable deadline

Exchange reported to IRS

ldentifying Replacement Property

2 (HR WH ELJIHAWP DABNHV IQYHVRY P DNH LV Z DM XQUDIWWUMHUSURSHW FEVHV R VHURXVO EHIIOQ \KH
UHSOFHP HOASURSHWY VHDURK

7 KH ERWAUMRDMIN - 1LV R ABUWNHVHDURKIQ). UHSOFHP HOARSSRUMQMAY EHIRUIH FRVIQD. WH UHIOT XLVKHG
SURSHW

&RP P RQIGHQMFDIRQ LX®N IGFOICH

7 KH IQYHVARUFDQ J HCHID® IGHQMA XS R WUHH SRIMQUDAUHSOFHP HOABURSHWAY UHI DLBBMW R WWHUYDSHY 7KLY
LV RIMQ WH HDVIEMWARDMIN - | RUUHMIGHQIDAQYHVRLY/

([P So
' WD FRQGR A
3 DQDP D &1W %-DFK FRQGR &
$ UHQUCKRP Ha
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7 KH IQYHVRUFDQ WHQ SHURWP  GXH AW HQFH EHRUH GHAIGIQ Z KIFK TXDM\ 1Q) SURSHWY W DFTXIUH

$ QLOYHWRUFDQ SRMQID® [GHQM P RUH \WDQ \KUHH SURSHWAV Z KHQ \WH DJ.J UHJ DWM [DIUP DUNHWDOH R
IGHQIMHG SURSHWAV GRHV QR FHHG Rl WH YDOXH Rl WH UHDQT XIVKHG SUIRSHUN  VXEMPVWR \KH

DSSTDE®! UHI XOMRQV 7 KLY FDQ EH SDUMFXOUWD XVHXARUIQYHWRY W 1QJ R GYHWAL

7KHUH LV DOR D ®\W FRP P RQD XVHG ICHQMEDMRQ KB %HFDXVH M HGHUDED UHTXILHY DFTXILQ) DWBDW
R \WH VRBOYDOH R DOSURSHWAV IGHQIMHG IWIHTXILHV FDUH XCBMQQQ) DQG SUR HWIRQDQI XIGDQFH

The "Trade Up" Strategy

QMVRY FRP P RQD W \R UHQYHWHQRXI K YDOH DQG HTXIW R DYRIG FUHDIG) \B[ DEGI ERRW
$ VIP SOIHGZ D\ R \KIQN DERX\WD IXQ® GHHWHG H FKDQIH IV

Replacement property value

* HGHD@ SXUFKDVH UHSOFHP HOABURSHWY Z W VXTI LFHQAYDGH UHOMYH VR \WH UHGITXIVKHG SURSHWY
$1°

Equity/proceeds

5 HOYHWYKH DSSTFDE®! CHAHT XIW UDWHUWDQ \BINQJ FDVK RXW

" HEWHSOFHP HQADQG IDELDW LXBN DUH P RUH FRP STFDWG WDQMP SO®  UHSOFH \WH VDP HP RWDIH VR \WH
H DPVWOXP EHY VKRX@ EH FDEXOWG B\ \WH IQYHWRUV &3$ 4,

What Is Boot?
YRRWIHCHD® WHHY \R P RGH RURKHUQRQ @\H NQG YDBH UHFHLYHG 1Q DQ H FKDQJI H \WDWFDQ UHVXAONQ \B DE®
JDQ

([DP S® ,QVHWRUVHTY LOYHVIR HOABURSHW IRU $ I\MUH SHQVHV DQG GHEVED\ Rl DWXP H \WH
H FKDQI H SURGXFHV VXEVBQUDCHTXIW , QYHARUSXUFKDVHV D UHS@FHP HQABLRSHIV DQG UHFHYHV
FDVK UHP DIQQJ 1URP \KH H FKDQIH 7 KDWADVK P D\ SURGXFH W DE®! JDIQ

$ H FKDQIH GRHV QRACHFHWDUD KDYH R EH DORUCRMIQ) $ Q LQYHVRUP D\ IQMQIRQD® FKRRVH D
SDUADCH FKDQIH WHFHYH VRP HFDWK SD\ W RQWH DSSTFDE®! HFRI Q] HG JDIQ DQG GHHUWH WHP DIQGHU

7 KDWDQ VRP P HV EH D SHUHAW® UHDVRQDE®! VMDA

Why Florida Vacation-Rental Owners Should Consider

1031
) BUCD IQMHWRLY FDQ DFFXP XOW W QUEDQADSSUHADIRQ DG GHSBHADIRQRYHU HDWY R RZ GHUKIS
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& ROMGHUD K\ SRKHFDOYDFDMRQ LHQRAFRQCER
2 WICDCEXUKDWH
&XUWHONYDAH

7KH IQYHRUP D\ KDYH VJ QUIEDQADSSUHADIRQ \ HDWY Rl GHSUHFIDURQ GHEXRIRQY D UHDMYHD G&Z DEMMMG I
EDVV DQG VXEWBIQIDCHT XIW

6 HB FRQYHQIRCD® FDQ SRMQIDE W J HUIHGHUDGFDSABO) DIQ FRQVHTXHQAHY DQG GHSUHFIDURQ UHDANG \I[
FRQUTXHGFHV

$ SURSH® WKPWUHG H FKDQIH FDQ SRIMQID@® GHHUTXDM LQJ JDIQ DQG DAZ P RUH FDSMIOR UHP DIQ
IQHVMG

The Florida Condo Repositioning Strategy
7KW LV SDMFEXOWD WHEIYDOAR ) RUCDV FRDVWBAP DUNHW
$QRZQHUP D\ KDYH D FRQGRP IQIXP IDFIQY

. QFUDMQ) +2 $ GXHV
« / DUHDWHWP HQN

. $JIQ) EXXTIQI VWP V

o, QUXUDCQRH IQRHDVHY

e 5 HVHYH BHTXILHP HQV

6 WKPMUDAQVSHAIRQ IWXHV
¢ 5HQEOHAIEIRQY/

« 5 HOXFHG UHQBCSUR MUELOW

o, QFUHDVHG FRP SHIQ) 1QYHQRY

5 DWHUKDQ VP SO VHE DQG UHDQ 1Q) \WH DWRADWG \B DE®! JDIQ WH LOYHVRUP LI KWFRQUGHUH FKDQILQY
QR DQRWHUIQYHWY HQW

OLD CONDO — High HOA, assessment exposure, aging building, insurance pressure
1031 EXCHANGE

REPLACEMENT INVESTMENT — Newer condo, OR single-family vacation rental, OR long-term
rental, OR multiple rental properties

7KLV WUV WH H FKDQIH IQR P RH\KDQ D\ VADWI\ ,\WEHFRP HV D SRUARTR TXDON VDM \

One Property - Multiple Properties
2 QH SDUFXOWD IQMAAIY) VWDMI\ 1RU) GUGD IQYHARY 1V AYHWLIFDWRQ
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Example

6HD $ YOFDURQKRP H YDGH
3 RMQUIDOHSOFHP HONVAMDWMI\ 3 &% FRQER A " MIDFRQER A / RQ WP UHQIIGY

,QAMDG Rl GHSHQAQ) XSRQ RQH H SHOWLYH DWHWAKH IQYHRUP D\ SRMQID® GIYHWAI\ DP RQJ P XQIB®! LOFRP H
AWHDP V

3 RMQIDEHH W IQFOIGH P XSG WCDQW RUIXHV JHRIUDSKIE GYHWALEDURQ Gl HIHQNHQBOAMDWMI IHV
UHGXFHG FROFHOADMRQ UMN| P XEIB®! | XWMUH H IWRSURQY

7 KH SURSHWAV DQG QXP EHY P XWWDWI\ \KH H FKDQIH XBV

Multiple Properties - One Premium Property

7KH RSSRVMM VWIDMJ\ FDQDOR Z RN $ Q LOYHVRUP LI KW/HDVHYHUDO/P DIUHQBS DQG FRQVRTEDWM IQR RQH
KL KHUTXDON DWHW

([DPSBI 5HQEO & 5HQNO & 5HQNO & F 5 HSOFHP HQABURSHWY
DSSW P DMO P L@RQ

3 RMQIDCREMPRYHY VP SQIHG P DQDJ HP HQMHZ HUURRY DQG +9$ & VA WPV [HZ HUWWMCDQW  EHWHUGFDURQ
KL KHUTXDOW DAWHWIP SURYHG DSSUHFIDMRQ SRMQIDO

Vacation Rental - Long-Term Rental
$QRZ QHUP D\ HYHQXD® EHFRP HWHG R J XHWAMUORYHU FEDQAQ) FRRECDUIRQ IXUQVKIQ) UHSOFHP HQW
ERRNQI SOMWRP P DQDI HP HQWMWHDVRQDOW G QP IE SUFIQ)  DQG J XHWWRP SOIQN

$ H FKDQIHP D\ D@®Z \WH IQHVRUR P RYH IURP D TXD@\ [Q) YDFDURQ UHQIIAQR TXDA\ IQ) BQI WP
UHQEOHDCHADM

7KLV FDQ EH XVHXQRUIQYHRLY P RYIQJ 1URP KLIK P DQDIHP HQW KLIK JUIRW LQFRP H\RZ DG BRZ HU
P DQDI HP HQW P RUH SUHGIFVE®! RFFXSDQR\

Long-Term Rental - Vacation Rental
7KHWDWMI\ FDQ DOR P RYH 1Q WH RSSRVIW AUHAIRQ $ Q IQYHVRUP D\ VHAD WDAVRCDAHQBADQG SXUFKDVH D
TXDO\ IQJ YDFDURQ WHQBAQYHR HOW

3 RMQIDCP RIYDMRQY IQFGGH KL KHUSRMQIDQ) LRW UHYHQXH  SHYRCDAQMUMWIQ FROWBCP DUNHW DSSUHFIDIRQ
SRIMQUDO QLI HHQAGFRP H VDMI\ - SRMRTR GYHWALIEDIRQ

+ RZ HYHU IQYHWRY/ VKRX@ DQDO] H OHVWRSHIDWI SHURWP DQFH CRWAP S®© DGYHIYHG J IRW BHQEAGRRP H

H\ +DGGRBFN 3
bb&2 / * (/1 %$ (@
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Analyze the Replacement Property as an Investment
1 HYHUEX\ D P HARAUWH SUIRSHW VP SO EHFDXVHWH ~ GD\ FBRN LY IXQQQJ
( YDODW

Purchase Price

V WH IQVHWRURYHSD! [Q) VIP SO \R FRP SOMA \H H FKDQIH'!

Gross Rental Revenue

8 VH UHDOAMYF KMRUFDORUP DUNHW/XSSRUMG QXP EHY/

HOA Fees

( VSHAD® P SRUBQVZ WK ) BUICD FRQERP IQXP V

Insurance

$QDO] H FXUHQBUHP IXP V DQG SRMQIDARKDQI HY

Property Taxes

" R CRADWXP H \KH VHBILV FXUHQAN ELQY IGHTXDOXH EX\ HWV I XU ELO
Assessments

5 HYIHZ FXUWHQADQG SURSRVHG DWHWP HQW

Reserves

3 DMEXOLD [P SRUBQNVRUFRQGRP IQXP V

Rental Restrictions

9HU\ PIQP XP WHQBCSHIRG UHQBQUHTXHQR VKRWAMP UHQBOMHWIEIRQY +2 $ XON @FDARBECDRHV
Property Management

,QFOCGH UHDDAE: P DQDI HP HQMWH SHOVHV

Maintenance

9 DFDMRQ UHQIY JHQHID® H SHUHQAH P RUH Z HDU

Utilities

" HMUP IQH Z KIEK H SHQWHV DUH RZ GHUSDIG

Furnishings

) XUQWYUH DQG RWHUSHWRCDCSURSHWV FDQ FUHDVM DGGMRQDOM]  FROUGHUDIRQY EHFDXVH 6 HAIRQ JHQHD®
DSSTHV \R TXDO\ 1QJ WHDCBURSHWV A QRAREICDY  SHY/RQDCBURSHWY
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Florida Short-Term Rental Taxes
) GUGD IQYHWRLY DOR QHHG R GMIQI XIVK Vi WHDW HQWURP \B HV JHCQHIDWG B\ RSHUIDUQ D YDFDURQ
UHQmO

) ®UCD JHHD® [P SRHVD WM VDBV W RQM[ DEGH WDQUHQADFFRP P REDIRQY UHQMG IRUM[ P RQKV RU
MW SOV DSSTFDEGI GVFUHAIRDY VDB VXY

&RXQMV P D\ DOR [P SRVH BFDORXUIMAGHYHBSP HONRURKHUMDOUHQABHQEON] HV

7 KHVH \B[ HV FDQ DSS® R YDFDUMRQ KRP HV FRQGRP IQIXP V MQI®! IDP 1® KRP HV DSDWW HQWV DQG RIKHU
WDQUHQNDFFRP P RGDIRQY 70 UDWV DQG DGP IQMIDMIRQ FDQ YD B\ FRXQIV

7KHHRUWH D SURSHW FDQEHDQH FH®QN  UHSOFHP HQNFDQAGDWM Z KIGH IDIFDUY 1Q) VI QUIFDQARQI RIQJ
WEMHAHQBON  REQI DIRQY

Florida Documentary Stamp Tax

) ®UED UHDOAMIEMA WDV HY FDQ DOR EH VXEMIFVWR GREXP HQBW AP S\

2 X\MGHO IDP L' DGH &RXQWV ) ®UED FXUHQ® JHQHD® [P SRVHV GRAXP HQBY WIP S\B[ RQ GHHGV DW
SHU Rl FRQVIGHIDARQ RUSRUARQ WHUHRI

0 IDP L' DGH KDV GULIHHQNDWY DQG VXU XBNV

$ H FKDQIH GRHV QRWDX\RP DAFDE@ HIP LODW) GRUGD WDQVDFWRQDOM] HV DQG FBRVIQ) H SHOVHV
, QMHVRY VKRX@ EXGI HWRUGRUP DADFTXIMMRQ DQG GVSRVIMRQ H| SHOVHV

Depreciation Doesn't Simply Disappear
2 CH P DRUP IVFRGFHSURQ LV

"l did a 1031, so my old depreciation is gone."

7 KDWY QRN HCHID@ KRZ \WHW WP Z RUNV

7KH EDVY R \WH UHETXIVKHG SURSHWY J HQHUDE FDUIHY IQR \WH UHSOFHP HQABURSHWY VXEMIPVWR DSSTFDE®
DG HQN

7 KDWP HDQV GH HUWIHG J DIQ DQG GHSUHFIDWRQ UHDWG \I[  DWIEEX\MY FDQ FRQUXH WWIURXJI K \KH LOYHMIF HONFKDIQ

TKVIVZK IQHWRY VKRXG KDYH WHU& 3$ FDEXOW R IQDCEDVY FDSIMBAP SURYHP HQN DFFXP XO\WG
GHSUHHADURQ DGWMG EDVYV D@ HGJDIQ WHFRIQ] HGJDIQ GHHUHG JDIQ DQG WHSOFHP HOASURSHWY EDVYV

1031 + Estate Planning

6RPHEBQ \MP UHDCHWIW IQYHWRY/ IRGZ D VIDWMI\ VRP HWP HV VXP P DU} HG DV

\ +DGGRBFN 3
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Buy

$ FTXIWH LOYHR HOABURSHWW

Hold

$@Z DSSUHHADIRQ DQG LHQRACHRP H

Exchange

8 VH TXDO\ 1QY H FKDQI HV VR UHSRVIMIRQ LOYHWR HQW RYHUMP H

Exchange Again

&RQIDXH P RYIQ) FDSMBAQR SRMWQID® VWIRQIHUDWHW Z KB GHIHUWIQ) TXD@\ 1QJ JDIQ
Estate Planning

( YHQXD® FRRUEICDWM \WH SRUNRIR Z W \KH LOYHARUY HABMY SOQ

& XWHANHGHIDCEDMY XBV DWGEHDWK FDQ SRMQND@® SURGXFH D EDVY DWW HONRUICKHUMYG SURSHWY

%HFDXVH D[ DQG HBMY @7V FDQ FKDQIH WLV VDWW VKRX@ D@ D\ V EH UHYIHZ HG Z WY TXDOIHG\D[ DQG
HAWDW SDQQQJ) SIRHWRQDY

Section 121 + 1031

& HIIQ SURSHWHV KDYH EHHQ XVHG ERW DV LQYHMVR HOABURSHWV DQG DV D SUGQRISDOUHVIGHQRH
QVRP HAUFXP VBGFHY 6HAIRYY ~ DQG FDQ IQMDFW

6HAIRY) P D\ DMBZ TXDMO\ QI KRP HRZ QHY R H FOIGH FHUBIQ JDIQ IURP \KH VD®I R D SUQRSDOBHMGHH
VXEMPVWR HDJ LELONV UHTXIWHP HQN

7KLY EHFRP HV SDUMFEXO® \WMRKQEDOZ KHQ D SURSHWY KDV FKDQIHG 1IURP UHQIOR SUP DY UHVIGHQRH RUSUP DU
UHMGHQRH \R UHQIO

" RCRADWXP H \WH IX@6 HARQ H FOVIRQ DXWP DWD@® DSSCHY + DYH \WH SURSHWV HQWH RZ QHIKIS DQG
RFFXSDQR KMRY BHYIHZ HGE\ D[ SURHWIRQDO

Reverse 1031 Exchange

6 RP HWP HV \KH IGHDOHSOFHP HOASURSHYY DSSHDWY EH RUH \WH IQYHVWRULY UHDG. \R VHOWH H DAIQ] SURSHWY
$ HYHIWHH RKDQIHP Di SURYIGH D VROMRQ
6 IP SQIHG FRGAFHSW

Replacement property found first
Exchange Accommodation Titleholder becomes involved

Investor's existing property is sold
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Exchange completed under specialized rules

5 HYHWH H FKDQI HV DUH FROUGHIDE® P RUH FRP SB[ \WDQRUECDY GHD\ HG H FKDQIHV DQG UHTXILH
SUR HVWMRQDOAKPNUG)

7KH  FDQ QHYHWKHEWV EH YDBDE®! 1Q FRP SHIMYH ) GUCD P DUNHW Z KHQ DQ LOYHWRUGRAHY QRWZ DQWYR BVH DQ
DMDRLYH SURSHWY Z KIB! Z DM |RUMWH H DIQ] SURSHWY \R VHOD

Improvement / Construction Exchange

$ QRIWHUDGYDQFHG WD\ LOYROHV XMIQJ H FKDQIH IXQGV RZ DU TXDM\ LQJ P SURYHP HQW R UHSOFHP HQW
UHDOHVEAM XQGHUD SURSHUD \WIKFMUHG DUDQI HP HQW

3 RMQIDCH DP S®I , QrHWRUVHDY D YDFDARQ UHQWIO 5 HSOFHP HQMBURSHWV FRAW 3 URSHW
QHov LHQRYDARQ

8 QGHUDSSURSUDM SUR HVIRQDOAWKRMYUQ)  DQ P SURYHP HOWH FKDQIH P D\ SRMQID@® KHS IQFRSRIDM
TXDO\ 1Q) P SURYHP HQN IQR WH UHSOFHP HQABURSHWY \WDWMI\

7KLY VKRXG CHYHUEH DWHP S\WG FDVXD@®

Same-Taxpayer Issue

7KH WM SD\ HUGVSRVIQJ Rl \WH UHEITXIVKHG SURSHWY J HGHUDE GHHGV VR EH FRQUMMQUZ 1\ \IH \B[ SD\ HU
DFTXIUQ) WH UHSOFHP HQABURSHWY VXEMPWR YDURXY HQMY DQG GMUHI DUEHG HQMV LXBNV

7KLY EHFRP HV SDUFXOWD 1P SRUBONZ KHQ SURSHWY LV RZ GHG \WWURXIK / / &V SDIGHUAKISY FRIBRIDIRQY WKWV
P DUHG FRXSEBV RUP XO5®! IQYHWRLY/

' R QRWAKDQI H RZ GHYKLS VWIKFMUHV [P P HAIDW® EH RUH DQH FKDQIH Z MWRXSUR HWIRCDQI XIGDQFH

Related-Party Transactions

6 SHADAX®NV DSSO W H FKDQIHV IQYRGIQ) UHDWG SDUIHV

5 HOWG SDAHV FDQ IQFGCH FHARIQ IDP 1O P HP EHY FRUBRUIDMRQY  SDUZHUAKISY  DQG FROQARMIG HAMAV

$ QVSRMRQ Z MIQ TR\ HDWY IRTRZ 1QJ FHWBIQ UHDWMG SDWY H FKDQJI HV FDQ FDXVH SUHYIRXVO GHHUHG JDIQWR
EHFRP H\ DEG

7 KHVH WDQVDRWRQY UHTXIUH VSHADO HGW  WHIHZ

Furnished Florida Vacation Rentals
) UG YDFDMRQ SURSHWAY DUH [UHTXHQ® VRG IX@ IXWIVKHG 7 KDWFUHDWY DQ LP SRUBQNAWXH

\ +DGGRBFN 3
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7 KH UHDOAVIMY WWHOP D TXD@\ |RUG HARQ \WHDW HOASOWAMP V VXFK DV IXWQWUH HBIRWRQEY

DSSIQFHV IQ VRP H FILFXP WWBIQFHV G<FRU @QHQV HTXISP HQWJ RODFDW DQG RKHUSHWRQDCBURSHWY P D\ KDYH
VHSDUDW Y] \WHDW HQW

3 XURKDVH FRQADFW DQG FEBMVIQ] D@FDMRQY VKRXG WHUH RUH EH UHYIHZ HG FDUHX@ B\ WH IOYHWRUV W] DGYIVRU

Florida Condo Due-Diligence Checklist

YHRUH LGHQWMA 1QJ D FRQERP IQXP DV UHSOFHP HQABURSHWY LQYHWAM DM
e +2% GXHV

o &XUHONDWHWP HQNV

+ 3 URSRVHG DWHWP HQW

e 5 HWHYHIXQAQ

o 6 WKPWUDAQVSHAIRQ WHTXILHP HOW
¢ UXI@Q) DIH

o QUXIDCHH

« 0 DWMULQUXUDQFH GHOXPIE®!

+ ) GRGH SRVXWH

¢ 5 HQROHAEWRQY

¢ 0I1QPXP WHQECBHIRG

e 3 HAHIRRQY

. 3DINQ

* 5 HQICP DQDIHP HQAHTXILHP HQW
e+ MRIFDOHQBCSHURWP DQFH

o &XUHONHONCERRNQIV

« 0 DQDIHP HQNDJ UHHP HOW

¢ 3HAEQ QDIRQ

« 5 HHQNERDG P IQXWMV

e ) IQDQHDOARMP HOV

e YWXEAHW

e 6 SHADCDWHWP HONKMRY
e 8 SHRP IQJ FDSMUCSURWRW

$ W HIFHHQN FKDQIH LOWR D IICDQHD@ WRXEGIG FRQGRP 1QXP 1V VW@D SRRUIQYHWR HQW

Single-Family Rental Due Diligence

$ QDO H
e« S5RRIDIH
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e +9%& DIH

o ( GRNEDOA WP

e 3CGPEQ]

+ ) RG] RH

o ,QUXUDQFH DYDIODELDN
e I IQGP MJDIRQ

* ) RAUSRIQAQVSHRAIRQ
e 3URSHWW I HV

e +2%

e 5 HQEOHRRQY

e /RFDGB75 UHIXOMRQY
e 3RRMH SHOWHV

o /[ DQGVWDSIQ]

e 3HWRQARO

o S\DIV

o 0 DCDIHP HQAHHV

o+ MRUFDCRAFFXSDQR
e 5 HQERODWMV

¢ 0 DQMDQRH UHVHYHY

1031 Replacement Property Scorecard

YHRUH IGHQM 1QJ D SURSHW VFRIHIWWRP 3 IQHDFK FDWIRY

&DWI RUY 6 FRUH

| RFDIRQ

3 XUFKDWH 3 UFH
5HQEO HP DQG

1 HW&DWK ) BZ

+2$ 2 SHIDIQ &RW
QUADQRH 5 IN
$WHWP HQMB IWN

X 3 URSHW & RQGMRQ

.LQVH\ +DGGBFN 3
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&DWI RY 6 FRUH

$ SSUHFDUIRQ 3 RMQIDO

5 HVD®I/ [TXIQW

0 DQDIHP HQWB HTXILHP HQN
5 HQBCS HAWIEMRQY

Total Score

BBBBB
7KH H FKDQI H GHDGTH VKRX@ QRWIHSOFH QRUP DAQYHWA HQNEVASEH

Before Selling — Build the Strategy
,GDO SOQAQ EHIIQV EH RUIHWH UIHIOQT XLVKHG SIRSHW LV @QAMG ' HWMUP ICH
Step 1

( VAP DWMG SURSHWY YDOH

Step 2

0 RMWDIHSD\ Rl

Step 3

( VIP DING VHORJ H SHOHV

Step 4

2 WIQDON[ EDVYV

Step 5

&DSMUQAP SURYHP HONV

Step 6

$ FPXP XOWG GHSUHFIDURQ

Step 7

( V\¥P D\WG DGYWMG EDVIV

Step 8

( AP DWWG\IJ{ DE®I J DIQ Z MRXWH FKDQIH

Step 9

3 RMQUIDAHSOFHP HOASURSHWY EXGIHW
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Step 10
" HMUHG IQYHWR HONAMDWIA

Choose the Objective

$ VXFFHWIXO H FKDQIH WKRX@ VRGOH DQ IQYHWR HOANBUREGP 3 RME®I REMIPYHV IOFGGH
Cash-Flow Strategy

0 RYH HTXW Z DUG VWIRQI HUCHWORRP H

Appreciation Strategy

0 RYH\RZ DUG P DUNHW Z W EHWHUGQ] WP J URZ W SURVSHRW

Management-Reduction Strategy

9DFDIRQ UHQICF ®QJ WP UHQBO

Condo-Risk Reduction

2 GHUFRQGRF  QHZ HUEXIGIQ) RUMQI®! 1DP 1® SURSHWW

Diversification

2 (HH SHOVYH SURSHW F - VHYHUDCBURSHWAV
Consolidation

6 HYHDOHQMY F  RCH SUHP IXP DWHW
Geographic Repositioning

2 (H) GUCDP DUHW DQRWHU) RUCDRUS 6 P DUHW
Retirement Strategy

0 RYH WZ DU HDMHUWR P DCDJ H SURSHUY

Example Florida Coastal Strategy

,QMHVRURZ Qv D 3 DQDP D & W %4-DFK YDFDIRQ FRQGR

&XUWHONYDAH
$ VMG EDUV
0 RMVDIH

7 KH LQYHRULY FRFHUHG DERXW 2 $ IQFUHDVHY. DWHWP HQW DILQ) EXICQY IQUXUDQFH DQG VHDVRQDOMHQIO
IQFRP H

QMDGR VP SO® VHEB DQG\BNQJ WH SURFHHGV \WH IQYHWRUH SBUHV D H FKDQIH
3 RMQIDAHSOFHP HONFDQACDMY

LQVH\ +DGGBFN 3
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Option A

1 HZ HU3 &% FRQGR

Option B

" HIQ YDFDURQ UHQNO
Option C

6QI®I IDP [® BHRBAQ) UBHHSRW

7 KH IQYHWRUFRP SDUHV FDWK I&Z DSSUHADMRQ +2 $  IQVXWDQRH P DIQMQDQFH  BHQEGGEHP DQG DQG UHVD®!
SRMAIDG:  IDIWHUMDQMP SO DWNQJ  Z KIFK SURSHWW GW P H FRP SOM P\ " 7TKDWEAWIRIRQ P DN/

The 1031 Team
$ WRQ H FKDQIH WSIED@ LQYROHV VHYHIDOSUR HWIRQDY

Real Estate Agent

+HSV YDGH P DUNHWVHO G-D\M DQG QHI RIDW TXDON 1Q) UHSORHP HOABURSHW FDQAGCDWMV
Qualified Intermediary

) DRIV \WH H FKDQIH DQG KDQBBV H FKDQIH IXQBV GRAXP HQNV
CPA / Tax Advisor

" HWUP ICHV B[ FRQUHTXHQRHY DQG UHSRWID]

Real Estate Attorney

$ VWV Z KHQ B DCHQMY FROADPWAAXHY UHTXILH UHVIHZ

Lender

&RRUECDWV BHSOFHP HOQMOQDQAQ

Insurance Professional

" HWUP LOHV LQVXUDELONY DQG FRWEH RUH FEMQJ

Property Manager

3 IRYIGHV UHDOAF ULHQECSURWRRQY DQG RSHIDMQY] FRWW

Common 1031 Mistakes

$ YRG WHVH FRP P RQ SUREGP V
&BVQ) EHRMHHQDIIQ) D4,
7DNQJ SRAVHWIRQR VDB! SURFHHGY
0MQI WH  GD IGHQMEDIRQ G-DGIH

LQVH\ +DGGBFN 3
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0 MWQJ WWH DSSTDE®I H FKDQIH FRP SGMRQ GHDGTH

: DM@Q] XQUDI\MUFGMQ) R VHDUK |RUHSORHP HOABURSHWWY
954\ [QJ D Z HDN IQYHWR HQAWRBI® EHFDXVH R \WH GHDGIH
$WXP 1Q) D YDFDMRQ KRP H DXVWP DUWFD@ TXDOLHV

( [ FHMMYH SHYRQDOKXVH

WJQRUQ) GHEWIDELMY DQG ERRWIDBXOMRQY

&KDQIIQ) RZ QHYKLS HQMY VAKPMUH Z WWRXWS] DGYIEH
WJQRUQ) | XUQWWIUH SHYWRQDOSURSHWY DARFDURQY

$WXP IQ) DOFBVQI H SHQVHV UHGXFH \B[ DEGI ERRW
WJQRUIQY +2 $ DWHWP HOW

8 VIQ) XQUHDQME YDFDIRQ UHQBCSURVRIRQY

) RIHWRY IQVXUDQFH FRW

) D@ W H DP 1CH FRQER LQDQHDY

$WXP IQ) D SHUP DQHQ® HIP LQDWV B[ HV

) DG \R SURSHU® UHSRWAKH H FKDQIH

Reporting the Exchange
$ TXDO\ 1Q) H FKDQIH LV JHHD® UHSRUMG R \KH ,5 6 XVQJ

Like-Kind Exchanges

$GAMRCDON] IRWP VP D\ EH UHTXIUHG GHSHQAQI XSRQ WH WDQVDFURQ

,QMHVRY VKRX@ P DIQEIQ GHBIBIG UHFRWBY FROFHUIQ)  UHETXIVKHG SURSHWY EDVIV GHSUHFIDURQ FDSMIO
[P SIRYHP HQW FBMQ) VAP HQNV H FKDQIH GRAXP HONV' IGHQMEDMRQ CRIFHY  UHSOFHP HQASURSHWV
SXUFKDVH 1ICDQAQ) DQGH FKDQIH H SHQMHV

2026—-2027 Florida Investor Perspective

) RU) ®UCD IQYHWRY \WH YDOH R D H FKDQIH MOWIP WG \R B[ GH HWDO, WFDQ SURYIGH DQ RSSRUWMQW R
WHDWHW DQ HQIH SRWNRIR

$W VP \ HIXIW WAMDLQYHWMG LQ WH SURSHWV Z KHUH IMKDV WH EHVWARSSRUXQW VR Z RIN IRUP H'

$ QIQYHARUMINDI RQ VXEABQIDCHTXIW 1Q DQ RTHUYDFDUMRQ UHQIICP D AVFRYHUWDVWNH SURSHW KDV &Z HU
FDVK RQ HTXIW UMY KL KHUIQUXUDQRH H SHOVHY KLIKHU+2 $ H SHOHV IQRBHDMQI DWHWP HQWH SRVXUA
P RUH P DIQMCDQRH  DQG VBZ HUDSSUHFIDIRQ SRMQIDO

7 KH UBHDOTXHWIRQ P D\ \WHUHRUH EH

H\ +DGGRBFN 3
bb& 2 /' i $

%$1. (5 5(8/7s
3DQDPD &LW\bbTi 3DQ W\ %HDFKbbibb $bbibb'HVWLQ 6DQGHVWLQ
6(59,1 /125, $86 ( $67
7KLY IXIGH LV |RUJ HQHIDOHGXFDUWRQDOSXLBRVHV RQD DQG LV QRWA[  BiJ DO DFFRXQWQJ  RUILQDQFIDODGYIFH & TXDAIHG &3% 4 XDAULHG , QMP HGIDY  DQG DWRUDH\ EHIRWH SIRFHHGIQJ




If I had this equity in cash today, would | buy this same property again?

| WHDQZZHUVGR D H FKDQI H GHVHYHV FROVIGHIDIRQ

The 1031 Investment Decision

& RQIDXH RSHIDWGY WH H M SURSHW %HWZ KHQ \WRQI FDWK I&Z P DQDIHDEGIH SHOHY  JRRG
DSSUHFIDMRQ RXAVBRN

6 HODQG UHFRI Q] H \WH DSSTFDEGI\M] HV %HWZ KHQ @NXIGW RUFDVK LY P RUH YDOXDE®! \WDQ FRQIXHG UHDO
HEBAM H SRVXUH

6 HODQG UHSRVIMRQ HTXIW IQR DQRWHUTXDA\ 1Q) LOYHMF HOAAHWZ KHQ WH LOYHMRUZ DQN \R UHP DIQ IQYHVMG
1Q UDCHIAM Z KIB! SRMQID® GHHUQ) TXDO\ 1QJ JDIQ

1031 Exchange Roadmap
Before Listing

Property valuation

CPA tax estimate

Equity calculation

1031 strategy

Qualified Intermediary research
Replacement-property research

Under Contract

Notify agent, closing agent, CPA, QI, lender

Finalize exchange documents

.LQVH\ +DGGBFN 3
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Begin aggressive replacement-property due diligence

Closing Day

Relinquished property closes
Proceeds transferred according to exchange structure

45-DAY CLOCK BEGINS

Days 1-30

, QVSHRWDQG XQGHZ Ul UHSOFHP HOWFDQECDWY
Before Day 45

3URSHWD IGHQM UHSOFHP HQABURSHWY

Exchange Period

Complete due diligence

Obtain financing

Secure insurance

Review HOA/condo documents

Close qualifying replacement property within applicable deadline.

Questions to Ask Before Starting

« +RZ ®Q KDYH, RZ QHG \KH SURSHW"

e +RZ KDVIVWEHHQXVHG'

« +RZ PDQ SHYRQDOXVH @\ VKDYH, KDG'
« : KDW/P\ DGYWMG\N[ EDWV'

« +RZ P XFK GHSUHFIDWRQKDYH , \BNHQ'

e | KDWRXGP\ HAP DIMG\WM H SRVXUIHEHLL , VP SO VRG'
e +RZ P XFKHTXW Z lQEH DYDIOE®!

o . KDNGHEWH MW

e 'R, ZDONP RHFDKIBZ"

¢ ' R, Z DQADSSUHFIDIRY'

« 'R, ZDQNBW P DQDUHP HQWV

.LQVH\ +DGGBFN 3
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« 'R, ZDQAR GQYHL "

« ' R, ZDQAR FRORIEDW'

« $P , FRP IRUNE®GI RZ QQJ DCRKHUYDFDURQ UHQEO
« : RXGD®Q WP UHABCP DNH P RUH VHOH'

«  $UHWHIH P DRUFRQGR DWHWP HQW FRP 1Q)"

e KDVZ I@HSOFHP HQABURSHWY IQUXUDGFH FRWV
« : KDWP\ GMUHGKRTGIQ SHIRG

Final Strategy

$ H FKDQIH VKRX@ QHYHUEH YIHZ HG P SO DV
6(/1 F %8<620(7+,1* F $92, 7$;
$ EMWHUDSSURDFK IV

$18/<=(
8 QGHYABIQG FXUHQAHTXIW DQG\[  SRVMRQ

5(326,7,21
,GHOM Z KHUH WDWHT XL FRX@ SRWQID® SHURP EHIU

(; &+$1*(
6 \IKRXUH \WH \WDQVDRRQ FRUHR® Z W TXDQIHG SURIHVWRQDY

,03529(
6 HHN EHFWHUFDVK 1GZ  DWHWIXDOV GFDIRQ AYHWALIEDMRQ RUP DD HP HOAHILELHGR

5(3($7: +(1$335235,$7(
&RQIDXH RSP [] IQJ \KH SRUNRIR DV IQYHR HONREMPIYHY FKDQIH

.LQVH\ +DGGBFN 3
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The Bottom Line

) RURZQHWY R ) BUCD UHQBCKRP HY YDFDMRQ SURSHWAV DQG LOYHWA HONFRQGRP IQXP V' D SURSHU® \WIKFUMUHG
6 HAIRQ H FKDQIH FDQ EH DQ H FHSURQD@® XVHIXORRO

WP D\ DBZ DQIQYHARUR P RYH IURP RQH LOYHVW HQASLRSHUINV VR D SRWQADE VWRQI HULQYHWR HOABLRSHUV
Z KIBI GHHWIQ) TXDO\ 1QJ B DE®I JDIQ

) RU) GUCD FROWBAQYHWRY 1Q SDMEXOU IWDQ SURYIGH DQ RSSRUMQW\R P RYHDZ D\ 1URP DIIQ) EXICIQIV UMQY
+2$ H SHOHV DWHWP HOW SRVXUH RUXQGHSHURWP IQ) UHQBY DQG QR DWHW WDWEHWHUP DK \RGD\ V

LQYHVF HQAI RDYY

7KH\B VDYIQ)V VKRX@ QRAGIEIAM \KH LOYHMR HQW7 KH LQYHWR HOW/KRX@S P DNH VHQVH | LIAW7 KHQ \KH
H FKDQIH FDQKHS GHMIP IQH \WH P RG]  HILEHQAZ D\ \IR J HVKHUA

7KIQNQ) WRXIK DSRMQIDO  H FKDQIH RQD) GUGD WHQBAKRP H YDFDURQ UHQIBCFRQER  RUIQYHVR HOW
SURSHW' , Z RUINZ W RXWR DUHD RZ QHY DFURW \WH ) RUCD 3 DQKDQEBI HYHY @D\ & IGHQM [Q) TXDO\ IQJ
UHSOFHP HQABURSHWV LXQQIQ) WH QXP EHY DQG FRRUEICDUY Z W\ RXU&.3$ DQG 4 XDOLHG , QMUP HADW

. IQVH +DGGRFN 3 $
% RNHUS WRFIDM _5( $/725p

& RGZ HOY/DQ\HUS HDOY
3&%7 $1' HWQT) RUGD 3 DQKDQGH!
,QMHR HQWB URSHWY _ ( [ FKDQIHV_9DFDMRQS HQBY _* X0) URQALRQERV_6 HFRQG+RP HV_ 964\ HU

5 HSUVHQIMRQ 1 HZ & ROMKFURQ

Important Disclaimer

7KLY IXIGH IV SURYIGHG VRBID |RUI HQHUDCHGXFDMRQDADQG LQIRUP DUMRQDCSXISRVHY 5 HDCHBM \B  DQG IQYHWR HQW
AUFXP ABQFHV GLIHUIRUHYHY RZGHU 7D ©ZV ,56 JXIGDQAH ) BUCD OZV GFDOHI XOMRQY DQG FRQGRP IQIXP
UHTXILHP HQW FDQFKDQIH 1 RKIQ) FROBIQHG QWKLY J XIGH VKRX@ EH FROMGHIHG\B[ B DODFFRXQIZY  IQYHR HQWRU
IICDGQADADGYIFH %4H RUH HOMUQ) [QR D 6 HAIRQ H FKDQIH FRQUXODQH SHUHGFHG 4 XDOIHG, QMP HADY &3$ W
DGYIVRU DWROH. DQG RKHUDSSURSUDM SIRHWIRQDY 5 HYIHZ HG DI DIQAMFXWHOWS 6 DQG) BUCD' HSDWW HQWR! 5 HYHQXH
IXEDQFHDVR $XIXW  VHH,56 JRY $ERXV RWP a /INH. IQG( [FKDQIHV 1 HYHUZ DIMKQWOD WUWH
UHIQTXLVKHG SURSHIV KDV FARVHG R GHWLP LOH Z KHWHU\ RX Z DQVWR FRP SGW D H FKDQIH

.LQVH\ +DGGRBFN 3
! (/1 $1. (5 5($/7c

b $bbibb'HVWLQ 6DQGHVWLQ

4 XDAUIHG , QMWP HGDU  DQG DWRLQH\ EHIRWH SIRFHHGLQ)




Recommended Qualified Intermediary

( YHY H FKDQIH UHTXILUAV D 4 XDOIHG , QMP HADY \R KR H FKDQIH IXQGV DQG SUHSDUH H FKDQIH

GRFXP HQW 7KH 4 , VKRX@ EH VHBIRWMG EH RUH WH UHTTXIVKHG SURSHW FEVHY |, LHIXOWD Z RN Z W \KH H FKDQIH
WDP EHBZ RQ FOAQMIDQVDRRQY DRUIRW WH ) RUCD 3 DKDQSEI

Janet L. Schaum

9IFH 3WMGHQW 5 HIIRCDG DBV ( [ HFX\WYHa 2 @5 HSXEDF ( [ FKDQIH &RP SDQ

7 bbibb&XVWRPHU 6HUYLFH

MVFKDXP#ROGUHSXEOLFH[FKDQJH FRPbbTbbROGUHSXEOLFH[FKDQJH FRP
1 :HVWVKRUH %OY® P&SO.WH

7 KLY FRQIPWY SURYIGHG DV D FRXWM DQG FRQYHQHQRH <RX DUH [UHH \R VHBIPADQ. 4 XDOLHG , QMP HADY R\ RXU
FKRRVIQJ &\ RXU&3$ RUDIWRWH FDQDOR UHFRP P HGRQH 2 @5 HSXETF ( [ FKDQIH &RP SDQ. IV QRADIIDMG
ZIW . QM + DEERAN RU& RTZ HODQNHUS HDOY DQG WLV 1 QRADQ HQGRWHP HQWR \B  RUBK DORX\RRP HV

.LQVH\ +DGGBFN 3

1.(55(%$/7+

5 $6
NLQ

3DQDPD & \bbibb3DQDPD &

( 5,' $8 (0

6DQGHVWLQ
7KLY IXIGH LV 1RUJI HQHUDOHGXFDWRQDOSXLSRVHV RQD DQG LV QRW 31 DO DFFRXQWQU  RUILQDQFLDODGYLFH

\ %HDFKbbibb $bbibb'HV

(G\D TXDAIHG &3% 4 XDUIHG ,QMWP HGIDU  DQG DWRUOH\ EHIRWIH SIRFHHGLQ
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OLB REPUBLIC EXCHANGE

*9

To provide our clients the bes

I"#" 1% &'

IRC 11031 exchange consulti
expert service and unparallel

| nancial security.

W'21'#,:#314-

Your! rst and last concern in a 1031 exchange transaction should be security andranyegritiunds

secure and will your transaction be processedasedheately most important questions you should pose
to the Qualied IntermediargOQIOhandling your exchange transaction. Unfortunately, there are no federal
regulations for the QI industry. And, because it is fairly easy to become a QI, it is imperative that you pl
your exchange funds with a QI that will protect your assets. '

" SO6HE ()*+S,-($
+-($./80123#4

D PLOOLR®JIJMMJIPO
BHHSFHBQFILGHOLW\ ERQG
D PLOOLRQ HUURUV

RPLVVLRQV LQVXUDQFH
D /HWWHU RI *XDUDQW\ IURP
FRUSRUDWH SDUHQW

*Underwriters for Old Republic Title are Old Republic National Title Insurance Company and
American Guaranty Title Insurance Company.

When you choose Old Republic Exchange (ORE), a wholly-owne
subsidiary of one of the nationOs premier title insurers, Old Reput
Title, you have the cbdence of knowing olinancial strength
preserves the integrity and security of your transaction. Old Repu
Exchange is a member of the Old Republic Title Insurance Grou
which is a wholly-owned subsidiary of Old Republic Internationa
Corporation (NYSE: ORI), a multi-billion dollar corporation,
which ranks among the nationOs 50 largest publicly-held insuranc
organizations. Since 1992, no other title insurer has received hig
overall nancial ratings than Old Republic Title.

Our knowledgeable and professionalatquali ed account managers
and experienced attorneys understand your individual needs in t
IRC ©1031 property exchange process and will assist you with ea
step in that process. When necessary, Old Republic Exchange pro
complete and concise exchange documentation within hours.

Old Republic Exchange has facilitated thousands of 1031 transacti
We are the unparalleled leader in the exchange business. Our natic
team consists of quad, experienced professionals who will assist
you in structuring and managing your transaction N be it the simple
delayed or simultaneous exchange, or the complicated reverse, bu
to-suit or multi-site commercial transaction. Old Republic Exchange
is your national 1031 exchange services solution.
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# e fundamental advantages of a tax-deferred exchange may be utilized to diversify, consolidate or leverag&!
your investment portfoli¢. e broad denition of like-kind provides investors with numerous options to
accomplish their investment goals.

What is a 1031 Exchange?

# e Internal Revenue Code provides that a taxpayer may sell real property
and defer payment of capital gains tax, if that taxpayer uses the proceeds to
acquire a like-kind replacement property.

IRC ©1031 provides that neither gain nor loss is recognized if property held for investment
or productive use in trade of business is exchanged for property held for investment or
productive use in a trade or business.

Why Exchange?

D& DSLWDO JDLQV WD[ LV VLIQLAFDQW

DHSHLQYHVWPHQW LQWR UHSODFHPHQW SURSHUW\ DOORZV WD[SD\HU WR OHYHUDJH GROODUYVY WKDW ZRXO @ ere are four methods of exchanging: simultaneous exchange, delayed exchan

RWKHUZLVH EH VSHQW RQ WD[HV

DH$OORZV IRU QRQ LQFRPH SURGXFLQJ SURSHUW\ WR EH UHSODFHG ZLWK LQFRPH SURGXFLQJ

SURSHUW\ DQG
DH$OORZV WD[SD\HU WR GLYHUVLI\ SRUWIROLR DQG PLQLPL]H ULVN

What We Do

DHSFW DV 4XDOLAHG ,QWHUPHGLDU\ 4, DV UHTXLUHG E\ WKH 7UHDVXU\ 5HIJXODW
D#EBUHSDUH DOO GRFXPHQWY UHTXLUHG IRU WKH H[FKDQJH

DE&RQVXOW ZLWK \RXU WD[ DGYLVRU

DH([HFXWH FORVLQJ GRFXPHQWYV

D#E+ROG WKH H[FKDQJH SURFHHGY WR DYRLG FRQVWUXFWLYH UHFHLSW RI IXQGV |
DH&RRUGLQDWH ZLWK WKH FORVLQJ DJHQWYV UHDO HVWDWH SURIHVVLRQDO DQG

Always consult with your tax adviseisadvice is essential to a successful tax-deferred exchange. Your tax
professional will establish values, allocate sales and purchase price, and recommend the appropriate structure
for your transaction. Old Republic Exchange does not provide tax or legal advice.

.__& held for sale to customers in the ordinary course of a trade or business, commo
o referred to as Odealer propertyO.

= (2)" e property disposed of and the property received must be of Olike-kindO .

3 Requirements to Defer Capital Gains Tax Under Section 103 '

(1)" e property disposed of and the property received must be held for producti
a trade or business or for investment.

Property held primarily for sale does not qualify. An example of this is real proper

Like-Kind Real PropertyLike-kind does not mean that the property sold and the
property acquired must share the same physical characteristics. Instead, Olike-k
simply refers to the requirement that property Oheld for investment or for produc
use in a trade or businessO must be exchanged for other property that also is O
investment or for productive use in a trade or businessO. In other words, an apa
building need not be exchanged for another apartment building. It can be excha
for raw land, a farm, a duplex, retail property, industrial property, a perpetual
conservation easement, a leasehold of 30 years or more, etc.

(3)" ere must be an OexchangeO as distinguished from a Opurchase and saleO

A sale of property and a reinvestment of the proceeds into another property will
qualify as an exchange under section #08 ssence of a sale is the receipt of cas
property; whereas the essence of an exchange is the transfer of property betwee
where each party to the exchange gives up a property interest in return for a ne
additional property interest.

reverse exchange and construction/improvement exchange (see pages 5-8 for
of exchanging).

Examples of Like-Kind Real Property

DH& RPPHUFLDO EXLOGLQJ IRU D UDQFK RU IDUP
D#$ OHDVHKROG LQWHUHVW RI  \HDUV RU PRUH
DH5SHQWDO KRXVH IRU IDUPODQG
D:,PSURYHG UHDO SURSHUW\ IRU XQLPSURYHG U

DH&RQVHUYDWLRQ HDVHPHQW LQ RQ# IDUP IRU |
LQ DQRWKHU IDUP

D#$ XWLOLW\ HDVHPHQW IRU D XWLOLW\ HDVHPH



1.! e Delayed Exchange most commonly

exchange. A delayed exchange results when there is a delay
between the sale of the relinquished property and the purchase
of the replacement property. [A delayed exchange is also
referred to as a OStarker exchangeO because of the landmark
1979 federal case entitltdrker v. U.S602 F2d 1341 (9th

Cir. 1979), wherein the court substantiated the validity of the
delayed exchange process. Prior ftdhleecase, #1031 of the

Internal Revenue Code authorized tax-free exchanges of property.$*xchanger or a disqued persori ree identication rules apply,

# ereafter, Congress in the 1984 Tax Reform Act, adopted
subsection 1031 (a)(3), which created the 45-day ideiotn
period and the 180-day exchange period. Finally, on April 25,
1991; the IRS promulgated theal regulations under section
1.1031(a)-1et. seqwhich provide spédci rules for deferred like-
kind exchanges.

# e delayed exchange provides investors up to 180 days to
purchase a replacement property after the relinquished property
is sold# e use of a QI or other safe harbor is required to
facilitate a valid delayed exchathge delayed exchange occurs
in three fundamental steps:

STEP ONE:Sale of the Relinquished ProBeftyre closing on

the sale of the relinquished property, the exchanger retains
a QlI, such as Old Republic Exchange. Old Republic Exchange
prepares an exchange agreement, an assignment of the sales

STEP TWO:ldentl cation of the Replacement Préperty:
utilized tax-planning strategy available to investors is the delayed €xchanger must identify a replacement property within 45 calendar

days after the close of the relinquished prapeartyglenti cation

is proper only if the replacement property is designated as a
replacement property in a written document signed by the
exchanger and hand-delivered, mailed, telecopied or otherwise sent
to the person obligated to transfer the replacement property to the
exchanger (i.e. the seller of the replacement property) or to any other
person involved in the exchange (such as the QI), other than the

which limit the number of properties the exchanger may identify:

3-PROPERTY RULE! ree properties, no matter what the fair
market value; or

200-PERCENT RULEAnNny number of properties, as long as
the aggregate fair market value does not exceed 200% (2x) of
the fair market value of all the relinquished properties; or

95-PERCENT RULEANny number of properties with-out
regard to valueNprovided 95% of the value of the ld=hti
properties is acquired.

STEP THREEPurchase of Replacement Préyigniy: 180

calendar days after the sale of the relinquished property or the
exchangerQOs tlimg date, whichever is earlier, the exchanger
must acquire a like-kind replacement progergyproperty

contract and the closing instructions to the escrow-closing agent.2cquired must be one or more of the previously! ielénti
Old Republic Exchange instructs the escrow/closing agent to deed "ePlacement propertiés.e exchanger again assigns the purchase
the relinquished property direct to the buyer and to deliver sales and sale contract to Old Republic Exchange, which purchases the

proceeds directly to Old Republic ExchangeNthereby preventing
the exchanger from having actual or constructive receipt of the
funds. Once the funds are delivered to Old Republic Exchange,

replacement property with the exchange proceeds and causes the
seller to deed the replacement property direct to the exchanger.

access to the funds is restricted for the remainder of the exchange

period. IRC ©1031 provides strict rules pertaining to the release of
funds to the exchanger, even when the exchanger decides not to

proceed with the exchange.

- 'R 290'_#'714+2408'#*x15'R 14"

(B) Exchange First, aka OPark TitleO to the Relinquisheq
Property. In this parking arrangement, the QI sells =]
the relinquished property to the EATe EAT then
purchases the relinquished property with the funds
loaned from the exchanger. Concurrent therewith, the
QI uses the proceeds to purchase the replacement
property and causes the seller to convey title directly to
the exchanget. us, the exchange occurs at the beginni
of the transactior# ereafter, the EAT continues to
hold title to the relinquished property until the exchange
I'nds a buyer. After a buyer is found, the EAT sells the
relinquished property to the buyer and uses the proceed
repay its loan from the exchanger.

In either scenario, the EAT will enter into a management

2.! e Reverse Exchamngeverse exchange _ :
results when the replacement property is acquired prioragreement and a lease with the exchanger, in order

to the sale of the relinquished prop#rig.IRS formally ~ to allow the exchanger management responsibilities
acknowledged reverse exchatigetive September 15, over the property for the duration of the parking

2000 (see Rev. Proc. 2000-37). With the help of a QI, Pperiod. Additionally, the EAT will require hazard and
the exchanger utilizes an Exchange Accommodation liability insurance during the holding period. And, in a
Titleholder (EAT) to purchase either the relinquished  transaction involvingnancing, the EAT may become
property or the replacement property. As with delayed the borrower under a non-recourse loan. Upon the

exchanges, the reverse exchange must be complete@Xpiration of the exchange period or the sale of the
within 180 days. replacement property to the exchanger, the exchanger

assumes the loan.

TWO DIFFERENT PARKING METHODS FOR

REVERSE EXCHANGES: Timeline: No later thart ve business days after the EAT

acquires its ownership interest in the parked property, the

(A) Exchange Last, aka OPark Titled to the Replacement/AT and the exchanger must enter into a written! @dali
Property. In this parking arrangement, the EAT acquires =XChange Accommodation Agreement (QEAA). Ifitis th

title to the replacement property with funds loaned by thd€Placement property that is parked, the exchanger then
exchangeft e EAT then holds that property until the ~ has 45 days to identify one or more relinquished propert
exchangemds a buyer for the relinquished property. Aftey\lrltter) identl cation of the relinquished propertles myst
a buyer is found, the QI sells the relinquished property tg*€ delivered to the EAT or to another party involved in t
the buyer and uses the exchange proceeds to purchase {&hange# e exchange must be completed within 180

replacement property from the ETe EAT uses the sale days (i.e., relinquished property must be conveyed to thi
proceeds to repay the loan from the exch#ngsythe party buyer and replacement property must be conveyeg

exchange occurs at the end of the transaction. the exchanger), after the EATOs acquisition of title.

'3 "'#'71+2485 ' #*15'R14"°
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4.! e Improvement Exchange both the replacement property and the improvements
to be made# e identi cation requirement is sagd

if a legal description is provided for the underlying land
&nd as many details as practical are provided regarding
Qonstruction of the improvements when the ideation

is made# e exchanger enters into a purchase and sale
agreement to acquire the replacement property along w
i a QEAA with an Exchange Accommodation Titleholder.
Additionally, e>'<change proceeds cannot be used ;¢ Exchange Accommodation Titleholder agrees to
to pre-pay for improvements to be made after the acquire title to the Replacement property and park title
exchange. Because of these rules, exchangers are | o0 the improvements are being méde EAT uses

required to'use an accommodation parking strugturethe exchange proceeds to acquire the replacement prop
b as used in reverse exchanges b and as permitted, | 4 pay for the idehtd improvements. Within 180

unde'r Revenue Procedure 2000-37 whereby an EATcalendar days after the sale of the relinquished propert
acquires the replacement property and holds title

! ) or the exchangerQdl ling date, whichever is earlier, the
while the improvements are made. exchanger must acquire the newly improved replaceme
property. It is critical that the exchanger receives proper
that is substantially the same as the improvements and
property identied. Additionally, only proceeds spent on
improvements that are substantially complete within the
exchange period will qualify for non-recognition.

An improvement, construction or build-to-suit
exchange occurs when the exchanger wishes to us
exchange proceeds to make capital improvements
the replacement property. However, improvements
made to land already owned by the exchanger will
not qualify as like-kind replacement property.

o,

# e improvement exchange can occur in the
context of a delayed or reverse exchange. In

the context of delayed exchange, the exchanger
sells the relinquished property using &.
exchanger has 45 days after the closing to identify

|
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3.! e Simultaneous Exchange

A simultaneous exchange occurs when the relinquished and replacement properties close at the same
time.# e use, however, of a Ql, such as Old Republic Exchange, is still required and assures the
exchanger that he does not have constructive receipt of his funds, thus ensuring the preservation of
safe harbor treatment under the Treasury Regulations.

\

Old Republic Exchange does not provide tax or legal advice. Consult with your tax advisor to determine wheth G
appropriate for your circumstances.
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1'2:5:':'- LT — "4? #"&&#H9 ’/'#!41’$ #’ #143 $ 4*#%. ’% .*9 100% DeferraNto fully defer state and federal capital gains taxes, the exchanger must reinvest all excha
- proceeds and either acquire property with equal or greater debt, or reinvest additional cash equal to the de
U n t I I YO u relief.# e following worksheet is a useful tool for determining the amount of cash and debt that should go i
the replacement property.

Do the Math

Taxes are paid on capital gain, not equity bt.pgtrds To calculate your estimated capital gain: First, subtract
possible to sell property without realizing mudh pral still  the adjusted basis from the sales price. Next, subtract
owe substantial capital gains tax. Capital gain is simply thehe customary closing costs of your transaction, such as
di" erence between the sales price and the adjusted basis ¢peamission, fees, transfer tax, etc. Finally, multiply the
what you paid for the property, plus amounts spent on cap@apital gain by your combined tax rates (federal and state)
improvements, less depreciation taken), less any closing dostietermine your estimated capital gain tax.

associated with the sale.

Determining the Proper Vesting Examples of scenarios which are allowed usin
# e taxpayer who disposes of the relinquished property di" erent entities:

must be the same taxpayer who acquires title to the
replacement property. Problems arise when title to the
relinquished property is held eliently than title to the
replacement property. For example, a husband and wife
dispose of property and acquire new property to which
only the husband is on the title. Or, partnership ABC
disposes of property and partner A individually acquires
replacement property with the title in AOs individual name
Or, ABC Irrevocable Trust disposes of property and A
acquires the title to the replacement property individually.'

¥ Individual relinquishes and an LLC, which individual i
sole member of, completes the acquisition.

¥ Husband and wife are trustees of a revocable living
trust, which is a true pass-through trust; relinquish, a
husband and wife acquire as individuals.

¥ Single-member LLC relinquishes and sole member
acquires as an individual.

¥ Individual relinquishes and individualOs estate acqui
due to the death of the individual.

e Exchange Contract Addenda
When exchanging, insert this language into your purcha
and sale contract or call Old Republic Exchange for a

I e following scenarios are disallowed:

¥ Husband re|inquiSheS. and husband and W|fe personalized exchange contract addendum:

acquire property of equal value.
¥ ABC Corporation relinquishes and CONTRACT FOR THE SALE OF

XYZ Corporation acquires. RELINQUISHED PROPERTY

¥ ABC Partnership relinquishes and Buyer acknowledges that it is the intention of Setieato e
partners acquire as individuals. IRC 21031 tax-deferred exchange, which will neither de
¥ ABC Partnership relinquishes and the closing, nor cause additional expense or liability to
XYZ Partnership acquires. Buyer. Buyer further acknowledges that SellerOs rights |
¥ Multi-member LLC relinquishes and its obligations under this agreement may be assigned to
members acquire as individuals. Republic Exchange, a QI, to facilitate the exchange. Bu
¥ ABC multi-member LLC relinquishes agrees to cooperate with Seller and Old Republic Excha
and XYZ multi-member LLC acquires. enable Seller to complete the exchange.
. . L CONTRACT FOR THE ACQUISITION OF
Exceptions to the Osa_me vestlngO_. tile replacem_en} REPLACEMENT PROPERTY
property may be acquired by a Odisregarded entityO that o ) )
is wholly-owned by the taxpayer who disposed of the Seller acknowledges that it is the intention of B_uyer_to C
relinquished property. is is because a disregarded entity & IRC 21031 tax-deferred exchange, which will neither
ignored for federal tax purposes. Instead, the owner of tf{g€ closing nor cause additional expense to Seller. Selle
entity is deemed the taxpayer for federal tax purposes. ac_knowledges that BuyerO§ rights but not its opllgatlon
Examples of disregarded entities include: this agreement may be assigned to Old Republic Excha
¥ A LLC with one owner that does not QlI, for the purpose of completing the exchange. Seller &
elect to be classil as a corporation; cooperate with Buyer and Old Republic Exchange in a
¥ A revocable living trust; necessary to enable Buyer to complete this exchange.

ofer throfi4 linois land trust; o1d Republic Exch g . e t el advice. C |

. epublic Exchange does not provide tax or legal advice. Consu

opnate*f DeI_awgre Statutory Trusts (under . your tax advisor to determine whether or not an exchange is approp
certain circumstances - See Rev. Ruling 2004-86)  your circumstances.



What does the term 1031 refer t&®31 is the number assigned unambiguously described by a legal description, street address or
to the Internal Revenue Code Section that provides for the taxdistinguishable name and the written itleation notice must

deferred exchange of real property. signed by the exchanger.

What are Osafe harborgO® term refers to the rules establisheBxchange period# e period within which the exchanger

by the 1991 Treasury Regulations for tax-deferred exchanges,nstigomplete the acquisition of the idewtireplacement

provide that, if followed, the IRS will allow the exchange to qualifyperty(iesy is period ends the earlier of 180th calendar day*
after the transfer of the relinquished property or the due date of
Hﬂg exchangerQOs tax return for the year in which the relinquished
groperty was transferred.

What is a Quali ed Intermediary (QI)?An individual or
business entity that provides the following functions/services i
1031 exchange: (1) acquires the relinquished property from th
exchanger and causes it to be transferred to the buyer; (2) holidshere any way to get an extension on the 45 calendar day*
the exchange proceeds to avoid exchangerOs actual or constroicfi®é calendar day* deadlinel® extensions are allowed on

receipt of funds; and (3) acquires the replacement property arithe 45 calendar day* deadline with respect to the exchange period.

However, if the 180 exchange period is cut short by the earlier
QruIrrence of your thking date, you mayle for an extension,
in order to get the full 180 calendar day* exchange period.

causes it to be transferred to the exchanger.
Why use a QI®se of a Ql is sanctioned as a safe harbor by the

What is Like-Kind?0Like-KindO does not mean that the property

sold and the property acquired must share the same physical What is BootBroadly dened, boot is anything given or received

characteristics. In other words, an apartment building need not be tthe talér;iyeé th?t IS n%t “.ket'::ms or d(;es nﬁt oIl ur?der
exchanged for another apartment building. It can be exchanged f?)?:g lon h boo ma>t/ c mb € ?rr]m fo Can dorbe; promissory
raw land, a farm, a duplex, rental property, industrial property, a note (i.e.cash boa), or it may be in the form of debt (i.e.,

perpetual conservation easement, a leasehold of 30 years or mofe2E ai\ge'boo)t.Any boot recglveq by the taxggy n cqnnectlon
with the disposition of the relinquished property which is not

Instead, OLike-KindO simply refers to the requirement that propesdy by boot given on the acquisition of the replacement property,
that is Oheld for investment or for productive use in a trade orjg gain that must be recognized, i.e., téxed, it is important to

businessO must be exchanged for other property that also is @Rgltstand the boot-netting rules.

for investment or for productive use in a trade or business.O .
Boot-netting rules:

How do | properly identify my replacement propertj?Poperty 1.Cash paid on the acquisition of the replacement propsety o
that is intended as replacement property must be unambiguously cash received on the disposition of relinquished property;
described in a written document signed by the exchanger and sentCash paid on the acquisition of replacement propieseyso

to the QI or any other person Oinvolved in the exchangeO, other debt relief on the disposition of relinquished property; and
than the exchanger or a disdealiperson under Treasury 3.Debt acquired/assumed on the replacement propsety o
Regulation 1.1031(k)-1(k). debt relief on the disposition of relinquished property.

# e exchanger must identify the replacement property on or before

the 45th calendar day* after the transfer of the relinquished profetygat:Debt assumed on the acquisition of the replacement
# e taxpayer has the burden of proof to show timely and properoperty will NOT d set cash received on the disposition of the
identi cation. Backdating documents or otherwise dishonestly relinquished property.

alleging that a proper idemtation was made may result in federalff | own a property with another investor, can | exchange my
civil and/or criminal penalties dnes. See IRC @a7201, 7207.  interest if s/he doesnOt want ¥&3. You should clearly allocate
See also Dobrich v. Commissioner (9th Cir 1999) 188 F3d 512,each investorOs interest in the property before yoie sellestor
wherein the 9th circui) amed the Tax CourtOs penalty of 75 \yho wishes to exchange may do so and the other investor may
percent of the underpayment of taxes against the taxpayer, whqeceijve cash (taxable). It is, however, very important that the
backdated documents to make it appear that he had timelealengyestors be clear on their intentions before entering into an
replacement property.e taxpayer paid over $1,000,000 in back exchange agreement with a Q.

I 774,307 civil f Ity fot o . . . .
taxes, plus a $774,307 civil fraud penalty fot titse What is a partial tax exchangk®he equity on your investment

I e Treasury Regulations do not permit exchange proceeds t(bhﬁperty is $150,000, and you want to use only $100,000 to

used to purchase property that has not been properly #hti  pyrchase your replacement property and take $50,000 out to buy a
What are the exchange deadlines? new car, you will have a partially tax-deferred exchaan 80,000
Identi! cation period:# e 45 calendar day* period within cash you took to purchase the car is considered taxable cash boot.

which the eXChanger must |dent|fy Pin ertlng b properties thway | take out my basis and reinvest On|y the gain?

intend to purchase as replacement property in the exchange. No. Both basis and gain must be reinvested to defett tax®S

# e identi cation must be sent to the QI or any other person  does not allow you to allocate a portion of the money as basis and
involved in the eXChange other than the eXChanger or a!(ﬁdqu%iportion as gain_ Any money received by the exchanger will be
person under Treasury Regulation 1.1031(k)-1(k) on or before4nsidered boot and taxed at capital gain rate.

What is the exchange value of the proper$ifhply Can | exchange with a related party@u can exchange
stated, the exchange value is your sales price, less youith a related party subject to certain restrictioysu
closing cost#. e exchanger is responsible for reinvestimgy your replacement property from a related party o
the exchange value (i.e., the cash and loan amount) wheap with a related partythe related party also must d
they purchase the replacement property. (See sectioraorexchange and both of you must hold your replacery
boot.) property for two year$.you sell to a related partyhe
related party must hold the property for two years andi#

How is a seller carry-back note handled in an
you must hold your replacement property for two years

exchange® e note and deed of trust must be drawn
in the QIOs name. During the exchange period, the Caveat:If a related party transaction or series of
note must be converted to cash, which is then added transactions was designed to avoid the application of t
to the exchange proceeds to be applied to the purchaselated party rules, the exchange will be disallowed.
of the replacement property in one of the following

Related parties include: brothers and sisters (whole o
three ways:

half blood), spouses, children, parents and any other
1.Sell the note to a third party for cash that is then ancestors, any lineal descendents, and corporations ¢
added to the exchange proceeds; or other business entities; in which you own more than

2.Obtain the agreement of the replacement property50% either directly or indirectly through your family

seller to accept the note as part of the purchase plriggm_bers._ Related _parti(_as also include cedtasrary
of the replacement property; or relationships described in IRC ©267(b).

3.Accept only a short-term note that will be paid in fdﬂo I have access to my money during the exchange?

prior to the acquisition of the replacement propertﬁ\lo' # _eTreasury Reg_ulatlons governing ex<_:hanges_
prohibit you from having actual or constructive receip

I own a piece of property that includes my primary  of the exchange funds during the exchange period. O
residence and a rental unit. Would it still qualify for it yoy fail to identify the replacement property in writin
an exchangefes, as to the rental portion of the propertyyithin the 45-day identeation period may you have
so long as you remain consistent with your past tax your funds on the 46th day following your disposition.
returns. Consult with your tax advisor to determine th@ytherwise, you must wait until you complete your

percentage value of the property you have attributed {9 change or until the expiration of the 180-day excha
investment. You may exchange that portion of the valygriod before you receive exchange funds. See Trea
See Revenue Procedure 2005-14 for guidance. Regulation 1.1031(k)-1(g)(6), commonly referred to a

Can | defer capital gains tax when | sell my primary the Og6O restrictions or limitations.

residence®o. However, you can exclude up to Exchange expensdé&xchange expenses are certain

$250,000 of gain from taxation (or $500,000, if you argystomary closing costs incurred in connection with
married) under IRC 2121. selling property that reduce the amount the taxpayer
Caveat:If you originally acquired your residence as is required to reinvest because paying for these costs
investment property, you must have owned it for a tota¢duces the taxpayerOs #agnuse of proceeds to pay
of I ve years and you must have resided in it for at leaseme closing costs, however, may result in boot. Rev

two of the lastve years, in order to take advantage of Riging 72-456 provides that brokerage commissions
$250,000/$500,000 exclusion. reduce the taxpayerOs gain and increase the basis of

Further, the normal $250,000 or $500,000 amount willSP/2cement property. Technical Advice Memorandu
: 328011 implies that other transactional expenses s
be reduced based upon the prorated amount of time

e ) o
property was used for investment purposes. € allowed (i.e., reduce gain) if paid from the proceed

connection with the exchantjeese allowable expenses
If I sell an investment property that | previously used are referred to as Oexchange expensesO in IRS Tax
as a principal residence, can | exclude gain under 8824, but are not spkcally listed anywhere. Most tax
the a121 primary residence exclusion and defer practitioners consider the following exchange expens
investment gain under 21032¥&s. Revenue Procedurepe allowable for purposes of reducing realized gain a
2005-14 establishes the following rules for applying basbognized gain: real estate commissions, exchange
sections: legal fees, title and escrow fees, and transfer taxes.

1.0121 applied before ©1031; and

2.Gain from depreciation may not be excluded under
1121, but can be deferred under ©1031; and

3.Boot will be taxed, but only to the extent it exceeds

N N
AA calendar days aftgr thg transfer of _the rglmqwshed propErty. *If the 45th or 180th calendar day ends on a weekend or holiday, no extension
property or properties listed on the idexatiion notice must be o the time frame to the next business day is allowed under any circumstances

the @121 exclusion.
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ACCOMMODATOR OR QUALIFIED INTERMEDIARY
*QI+OR FACILITATORD A person or other entity who assists
the exchanger td ect a tax-deferred exchange by holding the
exchange proceeds, and acting as the principal in the sale of
the relinquished property and the purchase of the replacement
property# e accommodator/Ql/facilitator cannot be the
taxpayer, a related party or an agent of the taxpayer.

ADJUSTED BASI® In most cases, the adjusted basis is

equal to the purchase price, plus capital improvements, less
depreciation. Transactions involving exchanges, gifts, probates
and trust distributions may impact the propertyOs adjusted
basis# e exchangerOs tax or legal advisor is the proper party to
determine adjusted basis.

BASISD In general, basis is the original cost of the property.
# is is the starting point for determining gain or loss in any
transaction.

BOOT D Boot is any type of property received in an exchange
that is not like-kind, such as cash, mortgage notes o#séock.
exchanger pays taxes on boot (i.e., recognizes) to the extent of
realized gain. In an exchange, funds not used to purchase the
replacement property are taxable boot.

CAPITAL GAIN D Capital gain is the'drence between the
selling price and the adjusted basis of the property.

CONSTRUCTIVE RECEIPTP# e exchanger is considered

to be in Oconstructive receiptO of money at the time the money is

credited to them, set aside for them or otherwise made available
so that they may draw upon it an any time or at any time notice
of intention to draw upon it is giveh.e taxpayer may not

pledge, borrow or otherwise hypothecate the exchange proceeds
In addition, actual or constructive receipt of money by an agent
of the taxpayer is deemed actual or constructive receipt by the
exchanger (Reg 1.1031(k)-1(f)(2). To avoid constructive receipt,
the exchanger must be subject to the substantial restrictions set
forth in the safe harbors in the Treasury Regulations under =
1.1031(k)-1(qg).

DEFERRALD Payment of capital gains tax is deferred until the
exchanger sells the replacement property (unless the exchanger
engages in another exchange).

DIRECT DEEDING b Direct deeding occurs when title to the
relinquished property is conveyed direct from the exchanger to
the buyer without an intervening deed to the QI and when title
to the replacement property is conveyed directly from the seller
to the exchanger without an intervening deed to the QI.

EXCHANGE ACCOMMODATION TITLEHOLDER
*EAT+D# e entity that holds title to either the relinquished
property or the replacement property in connection with

a reverse exchange or holds the replacement property in an
improvement exchange. In most cases, the BAliaited with
the QI handling the exchange.

EXCHANGE PERIODD# e time allowed for the exchanger

the day the relinquished property is transferred and ends on
the earlier of the 180th day thereafter or the due date of the

exchangerQOs tax return. In a reverse exchange, the exchange period

starts on the day the property is acquired by the EAT and ends
180 calendar days thereafter.

IDENTIFICATION PERIOD B# e 45 calendar day time
period within which the exchanger must identify  in writing B
properties they intend to purchase as replacement property in
the exchangé. e exchanger is restricted as to the number of
properties they are allowed to list on their ideatton notice.

(# e ident cation notice must be in a writing, signed by the
exchanger and sent to the QI or someone else involved in the
exchange, who is not disduedi, on or before the expiration of
the 45 calendar days.)

Identi! cation rules restricting the number of properties an
exchanger may identify:

¥ 3-property rule:the exchanger may identify a total of three
properties of any value; or

¥ 200% wile: the exchanger may identify any number of
properties, as long as the total fair market value of all of the
properties iderited does not exceed 200% of the value of
the relinquished property; or

¥ 95% exception rulethe exchanger may identify any number
of properties, as long as they actually acquire 95% of the
value of the properties idéwetil.

QUALIFIED EXCHANGE ACCOMMODATION
AGREEMENT*QEAA+D A written agreement whereby the
EAT agrees to purchase and hold title in a reverse or improved
exchange.

REALIZED GAIN D Gain that is not yet taxed. In a successful

exchange, the gain is realized but not recognized, i.e., not taxed.

RECOGNIZED GAIN b Refers to the amount of gain that is
subject to tax.

RELATED PARTYD IRC ©267(b) and 707(b)(1) des

related party as any person or entity bearing a relationship to
the exchanger, such as: members of a family, including brothers,
sisters, spouse, ancestors and lineal descendants; a grantor or

I duciary of any trust; two corporations which are members of
the same controlled group or individuals; and corporations and
partnerships, if the same person owns more than 50% of the
stock, capital or prés in these entities.

RELINQUISHED PROPERT Yproperty sold) B e property
disposed of by the exchanger.

REPLACEMENT PROPERTproperty purchased)}be
property acquired by the exchanger.

TRANSFER TAXD A tax assessed by a city, county or state on
the transfer of property.

to acquire the replacement property in a delayed exchange or the

time allowed to dispose of the relinquished property in a reverse
exchange. In a delayed exchange, the exchange period starts on

YOUR NATIONAL

1031 Exchange
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Unfortunatey, there is noefteral regulatioof the Qualiedintermediary indgry. Because it is fairly
easy to become a Quad Intermedigy it is imperative that you place your exchange funds with
a Quali ed Intermediary that can protect your assets.

When you choose Old Republic Exchange, you are assured that your exchange funds are secure
that your documentsill be accutay prepared ia timely manner. Old Republic Batge is a
member of Old BpublicTitle*, which is a wholly-owned subsidiar@laf Republic International
Corporation (NYSE:ORI), a multibillion dollar ceporation, which ranks amotige natim® 50
largest publicly-held insurance organizations.

We hope this information is ugéb you, solta you can have a meaningful conversaiithryour
tax advisors. Yfou have addithal questionplease call onéaur regionaloces, which aredated
throughout the Uited States orsitour websitedfr up-to-date information and resources at
www.orexcol031.com.

FEA MEMBER FEDERATION OF EXCHAN GE ACCOMM ODATORS

Old Republic Exchange does not provide tax or legal advice. Consult with your tax advisor to

determine whether an exchange is appropriate for your circumstances.
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/201 | © Old Republic Title | *Old Republic TitleOs underwriters are Old Republic National TidedAsuzsanae Gomupanty Title Insurance
CompanpAs a Quiakd Intermediary, Old Republic Excharmges isd employees do not provide, and this communication is not intended to be,
legal advice. Old Republic Exchange makes no representations or warranties regarding the taxacsastigi@ucsisafigammsult a tegalr
professional of your choosing to advise you oftshenblenels of your spéaiisaction. The 108hange process described in this communication is
illustrative purposes only, is not intended to be exhaustive, and may vary dependirgj the tharsaofbexity
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