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Replacement property, disadvantage of reduced

basis in, 1:28
‘‘Rollover provisions for principal residences,

confusion of, 1:11
Safe harbor for qualified intermediaries, App. 1B
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2:30
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Statutory requirements for tax-free exchanges

generally, 2:71
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Background and overview of IRC, 1:22

CONSTRUCTIVE OWNERSHIP
Statutory requirements for tax-free exchanges,

exchanges between related persons, 2:86

CONSTRUCTIVE RECEIPT
Background and overview of IRC, 1:8
Deferred exchanges under regulations, 6:29
History, statutory development and background

for regulations, 3:15
Personal and multiple property exchanges, 5:16
Reverse and improvement exchanges, 8:29

CONTINUITY OF INVESTMENT
History, statutory development and background

for regulations, 3:3

COOPERATION CLAUSE ADDENDUM
Documenting exchange transactions, 7:3, 7:22

COOPERATIVE APARTMENTS
Statutory requirements for tax-free exchanges,

2:29

CO-OWNERSHIP
Current problems. See index heading CURRENT

PROBLEMS IN EXCHANGING

COPIES AND COPYING
Deferred exchanges under regulations, 6:13

CORPORATIONS
Current problems in exchanging, 9:33 to 9:35
Statutory requirements for tax-free exchanges

consolidated returns, filing of, 2:89
exchange requirement, forward exchange with

buyer as accommodator, 2:71
same taxpayer requirement, 2:61

COSTS AND EXPENSES
Disadvantage of increase in, 1:29
Tax consequences of an exchange, 4:14 to 4:16

COVENANT NOT TO COMPETE
Personal and multiple property exchanges, 5:8

CROPS
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:19

CURRENT PROBLEMS IN EXCHANGING
Generally, 9:1 to 9:42
Alienation restriction guidelines, 9:25
American Bar Association Taxation Section’s

Joint report on IRC § 1031 open issues
involving partnerships, App. 9B

Brokerage agreement guidelines, 9:25
Cash loan to buyer at closing, 9:38
Combination exchange, structuring, 9:36
Comments concerning open issues in § 1031 like-

kind exchanges, comments concerning,
App. 9A

Co-ownership. Partnership and co-ownership
issues, exchanges involving, below

Corporate liquidation or reorganization, 9:33,
9:34

Delaware statutory trusts, 9:31
Disguised sales, 9:29
Division of partnership, 9:6
Drop and swap

partial drop and swap, 9:8, 9:9
partnership split-offs, 9:8, 9:9
partnership split-ups, 9:4

Estate planning tool, exchange as, 9:42
Foreclosure, 9:40, 9:41
Guidelines from rulings, 9:25
Installment sales, structuring, 9:36
Intermediary, sale of note by, 9:38
IRC § 761(a) election, 9:28
Leasing agreement guidelines, 9:25
Liabilities of partnership in exchange, 9:30
Like-kind exchanges. Open issues in § 1031 like-

kind exchanges, below
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CURRENT PROBLEMS IN EXCHANGING
—Cont’d

Liquidation of corporation, 9:33
Loan arrangement guidelines, 9:25
Management agreement guidelines, 9:25
Multiple properties, 9:7, 9:26
Number of co-owners guidelines, 9:25
Open issues in § 1031 like-kind exchanges

American Bar Association Taxation Section’s
Joint report on IRC § 1031 open issues
involving partnerships, App. 9B

comments concerning, App. 9A
Options guidelines, 9:25
Partnership and co-ownership issues, exchanges

involving
generally, 9:2 et seq.
addition of new partners, 9:14
alienation restriction guidelines, 9:25
brokerage agreement guidelines, 9:25
buyouts, 9:8, 9:10, 9:11
disguised sales, 9:29
division of partnership, 9:6
formation of partnership, generally, 9:14
gain, special allocation of, 9:8, 9:12
guidelines from rulings, 9:25
installment note, 9:8, 9:13
IRC § 761(a) election, 9:28
leasing agreement guidelines, 9:25
liabilities of partnership in exchange, 9:30
loan arrangement guidelines, 9:25
management agreement guidelines, 9:25
multiple properties, 9:7, 9:26
number of co-owners guidelines, 9:25
options guidelines, 9:25
proportionate sharing of profits and losses

guidelines, 9:25
qualified use issue, 9:22
requests for rulings, 9:26
Revenue Procedure 2002-22, 9:24
split-offs, 9:8 to 9:13
substance over form doctrine, 9:15 to 9:21
swaps. See Swap and drop, below
tax risks associated with structuring alterna-

tives, generally, 9:15 to 9:21
tenancy in common guidelines, 9:25
tenancy in common vs tax partnership, 9:23 to

9:28
uncertainties with TIC interests, 9:27
voting guidelines, 9:25

Proportionate sharing of profits and losses
guidelines, 9:25

Relinquished property, structuring combination
exchange and installment sales for, 9:36

Relinquished property, structuring seller financ-
ing of, 9:37 to 9:39

Reorganization of corporation, 9:33, 9:34

CURRENT PROBLEMS IN EXCHANGING
—Cont’d

Requests for rulings, 9:26
Revenue Procedure 2002-22, 9:24, App. 9C
Scope of chapter, 9:1
Seller financing for relinquished property,

structuring of, 9:37 to 9:39
Split-offs of partnerships, 9:8 to 9:13
Split-ups of partnerships, 9:3 to 9:6
Subchapter S corporation solutions, 9:35
Substance over form doctrine, 9:15 to 9:21
Swap and drop

see also Drop and swap, above
partnership split-ups, 9:5

Taxpayer’s receipt of note, structuring to avoid,
9:38

Tax risks. Partnership and co-ownership issues,
exchanges involving, above

Tenancy in common guidelines, 9:25
Third party, sale of note to, 9:38
Uncertainties with TIC interests, 9:27
Voting guidelines, 9:25
Wrap notes, 9:39

DATA-HANDLING EQUIPMENT
Personal and multiple property exchanges, 5:4

DATE
See index heading TIME OR DATE

DEALER PROPERTY
Statutory requirements for tax-free exchanges,

qualified purpose requirement, 2:35 to 2:27

DEATH OF TAXPAYER
Statutory requirements for tax-free exchanges,

same taxpayer requirement, 2:56

DEFERRED EXCHANGES
Generally, 6:1 to 6:61
Accountants as intermediaries, 6:59
Acquiring more than identified, 6:26
Alternative and multiple properties, 6:15 to 6:18
Amendments to exchange agreements, 6:9
Assignment issues of safe harbors, 6:42
Attorneys as closing agents or intermediaries,

6:59
Background and overview of IRC, 1:2, App. 1B
Barn example, replacement property, 6:25
Benefits and burdens of ownership, transfer of,

6:7
Closing of relinquished property, taxpayer’s

receipt of exchange proceeds at, 6:43
Combat zones, postponement of time periods for

persons serving in, 6:5
Constructive receipt concept, 6:29
Deadline postponements, 6:4
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DEFERRED EXCHANGES—Cont’d
Definitions

agent, 6:57
attorneys and accountants, 6:59
deferred exchange, 6:12
disqualified person, 6:55 to 6:61
financial institutions, 6:60
forward exchange, 6:12
identification and receipt requirements, 6:3
qualified intermediary as escrow holder or

qualified trustee, 6:61
related party, 6:56

Delivery of replacement property identification,
6:13

Description or identification. Identification and
receipt requirements, below

Direct conveyancing issues of safe harbors, 6:42
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

Dual signature accounts, qualified intermediaries,
6:37

Earnest money received, safe harbors, 6:53, 6:54
Erroneous release, safe harbors, 6:50
Escrow agent, delivery of replacement property

identification, 6:13
Escrow holder, qualified intermediary as, 6:61
Excess proceeds, safe harbors, 6:48
Exchange period defined, 6:3
Financial institutions as closing agents or

intermediaries, 6:60
Growth factors in safe harbors, 6:44
Guarantee arrangements of safe harbors, 6:31,

6:36
History, statutory development and background

for regulations, 3:15, App. 3A
Hotels and motels, incidental property of, 6:20
Identification and receipt requirements

generally, 6:2 to 6:11
amendments to exchange agreements, 6:9
benefits and burdens of ownership, transfer of,

6:7
combat zones, postponement of time periods

for persons serving in, 6:5
constructive receipt concept, 6:29
deadline postponements, 6:4
definitions, 6:3
exchange period defined, 6:3
inapplicability of IRC § 7503 to § 1031(a)(3)

time limits, 6:6
land sale contracts, 6:7
leases, 6:7
letter identifying replacement property, 7:20
military action, deadline postponements for

persons affected by, 6:4
military action, postponement of time periods

for persons affected by, 6:5

DEFERRED EXCHANGES—Cont’d
Identification and receipt requirements—Cont’d

money or other property, receipt of, 6:29
multiple relinquished properties, 6:9
option to buy, 6:7
part sale and part exchange, 6:10
postponement of time periods, 6:5
Presidentially declared disasters, deadline

postponements for persons affected by,
6:4

replacement property, below
rescinding a taxable sale and effecting a

subsequent exchange, 6:8
time requirements, generally, 6:2 to 6:11
transfer of property, 6:11
when transfer or receipt occurs, 6:7

Improvement added, replacement property, 6:23
Incidental replacement property, 6:20
Interest and growth factors of safe harbors, 6:44
Intermediaries

definition of disqualified person, 6:59
replacement property identification, 6:13
safe harbors, below
securing the funds held by the qualified

intermediary, 6:31, 6:36
Land sale contracts, identification and receipt

requirements, 6:7
Leases, identification and receipt requirements,

6:7
(G)(6) limitations and release of funds. Safe

harbors, below
Mailing of replacement property identification,

6:13
Material contingency, safe harbors, 6:47 to 6:51
Maximum number of replacement properties

which may be identified, 6:15
Military action, deadline postponements for

persons affected by, 6:4
Military action, postponement of time periods for

persons affected by, 6:5
Money or other property, receipt of, 6:29
Multiple exchange issues, replacement property,

6:27
Multiple properties, 6:9, 6:15 to 6:18
Ninety five percent rule for replacement property,

6:18
Options and option payments, 6:7, 6:53
Part sale and part exchange, identification and

receipt requirements, 6:10
Pledge to lender, safe harbors, 6:51
Postponement of time periods, 6:5
Presidentially declared disasters, deadline

postponements for persons affected by, 6:4
Private banker of taxpayer, account with, 6:38
Production, replacement property in state of,

6:19, 6:28

TAX-FREE EXCHANGES UNDER SEC. 1031
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DEFERRED EXCHANGES—Cont’d
Qualified escrow accounts and qualified trusts,

6:32, 6:35
Qualified intermediaries. Intermediaries, above
Qualified trustee, qualified intermediary as, 6:61
Receipt

identification and receipt requirements, above
replacement property, below

Regulations, deferred exchanges under, generally,
6:1 to 6:61

Related party acting as manager, qualified
intermediaries, 6:39

Release of funds. Safe harbors, below
Relinquished property

earnest money and option payments received
on, 6:53

identification and receipt requirements, above
Replacement property

generally, 6:13 to 6:28
Acquiring more than identified, 6:26
alternative and multiple properties, 6:15 to

6:18
barn example, 6:25
consequences of violating alternative and

multiple property rules, 6:15
delivery of replacement property identification,

6:13
description, generally, 6:14
earnest money received, 6:54
escrow agent, delivery of replacement property

identification, 6:13
hotels and motels, incidental property of, 6:20
identification, generally, 6:13
improvement added, 6:23
incidental property, 6:20
intermediary, delivery of replacement property

identification, 6:13
mailing of replacement property identification,

6:13
maximum number of replacement properties

which may be identified, 6:15
multiple exchange issues, 6:27
multiple properties, 6:15 to 6:18
ninety five percent rule, 6:18
production, replacement property in state of,

6:19, 6:28
receipt for identified replacement property,

generally, 6:22 to 6:27
revocation of identification, 6:21
settlement agent, delivery of replacement prop-

erty identification, 6:13
seventy five percent safe harbor, 6:24
special rules for identification of replacement

property to be produced, 6:13 to 6:21
substantially the same as identified, 6:22 to

6:27

DEFERRED EXCHANGES—Cont’d
Replacement property—Cont’d

telecopying of replacement property identifica-
tion, 6:13

three property rule, 6:16
title company, delivery of replacement prop-

erty identification, 6:13
two hundred percent rule, 6:17

Rescinding a taxable sale and effecting a
subsequent exchange, 6:8

Reverse and improvement exchanges, 8:28 to
8:31, 8:34 to 8:36

Revocation of identification of replacement prop-
erty, 6:21

Safe harbors
generally, 6:30 to 6:54
assignment issues, 6:42
closing of relinquished property, taxpayer’s

receipt of exchange proceeds at, 6:43
direct conveyancing issues, 6:42
dual signature accounts, qualified intermediar-

ies, 6:37
earnest money received, 6:53, 6:54
erroneous release, (g)(6) limitations and

release of funds, 6:50
excess proceeds, (g)(6) limitations and release

of funds, 6:48
growth factors, 6:44
guarantee arrangements, 6:31, 6:36
interest and growth factors, 6:44
(g)(7) items, payment of, 6:52
(g)(6) limitations and release of funds

generally, 6:45 to 6:51
erroneous release, 6:50
excess proceeds, 6:48
material or substantial contingency, 6:47 to

6:51
pledge to lender, 6:51
prior to end of exchange period, 6:46
table, 6:49

material or substantial contingency, (g)(6) limi-
tations and release of funds, 6:47 to 6:51

option payments received on relinquished
property, 6:53

pledge to lender, (g)(6) limitations and release
of funds, 6:51

private banker of taxpayer, account with, 6:38
qualified escrow accounts and qualified trusts,

6:32, 6:35
qualified intermediaries

generally, 6:33 to 6:42
dual signature accounts, 6:37
escrows and trusts, 6:35
private banker of taxpayer, account with,

6:38
related party acting as manager, 6:39
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DEFERRED EXCHANGES—Cont’d
Safe harbors—Cont’d

qualified intermediaries—Cont’d
securing funds held by qualified intermedi-

ary, generally, 6:34 to 6:39
security or guarantee arrangements, 6:36
state and federal laws regulating exchange

facilitators, 6:40
related party acting as manager, 6:39
relinquished property, earnest money received

on relinquished property, 6:53
replacement property, earnest money received,

6:54
security or guarantee arrangements, 6:31, 6:36
state and federal laws regulating exchange

facilitators, qualified intermediaries, 6:40
Scope of chapter, 6:1
Securing the funds held by the qualified

intermediary, 6:31, 6:36
Security or guarantee arrangements, 6:31, 6:36
Settlement agent, delivery of replacement prop-

erty identification, 6:13
Seventy five percent safe harbor for replacement

property, 6:24
Special rules for identification of replacement

property to be produced, 6:13 to 6:21
State and federal laws regulating exchange

facilitators, qualified intermediaries, 6:40
Statutory requirements for tax-free exchanges,

2:53, 2:71
Substantial contingency, safe harbors, 6:47 to

6:51
Substantially the same as identified, replacement

property, 6:22 to 6:27
Tax consequences of an exchange, 4:44
Telecopying of replacement property identifica-

tion, 6:13
Terroristic action, deadline postponements for

persons affected by, 6:4
Three property rule for replacement property,

6:16
Time requirements, generally, 6:2 to 6:11
Title company, delivery of replacement property

identification, 6:13
Transfer of property, generally, 6:11
Two hundred percent rule for replacement prop-

erty, 6:17

DEFINITIONS
Accountants, 6:59
Agent, 6:57
Attorneys, 6:59
Background and overview of IRC, 1:2
Deferred exchange, 6:12
Deferred exchanges. See index heading DEFERRED

EXCHANGES

Disqualified person, 6:55 to 6:61

DEFINITIONS—Cont’d
Easement, 2:30
Exchange facilitator, 6:40
Exchange period, 6:3
Financial institutions, 6:60
Forward exchange, 6:12
Identification period, 6:3
Personal and multiple property exchanges, App.

5A
Presidentially declared disasters, 6:4
Related party, 6:56
Related person, 2:85 to 2:87
Terroristic or military action, 6:4

DELAWARE STATUTORY TRUSTS
Current problems in exchanging, 9:31
Post-exchange conversion, Delaware statutory

trust interest into REIT OP units, 9:32
Rev. Rul. 2004-86, App. 9D

‘‘DELAYED EXCHANGES’’
Defined, 1:2

DELIVERY
Deferred exchanges under regulations, 6:13

DEPRECIATION RECAPTURE
Tax consequences. See index heading TAX CONSE-

QUENCES OF AN EXCHANGE

DESIGNATION OF REPLACEMENT
PROPERTY

History, statutory development and background
for regulations, 3:11

DEVELOPERS
Reverse and improvement exchanges, 8:42

DEVELOPMENT RIGHTS
Statutory requirements for tax-free exchanges,

2:31

DIRECT DEEDING
Deferred exchanges under regulations, 6:42
Statutory requirements for tax-free exchanges,

2:66, 2:68

DISADVANTAGES OF TAX-FREE
EXCHANGES

Generally, 1:27 to 1:30

DISASTERS, PRESIDENTIALLY DECLARED
Deferred exchanges under regulations, 6:4

DISCLOSURE
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

DISGUISED SALES
Problems in exchanging, 9:29

TAX-FREE EXCHANGES UNDER SEC. 1031
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DISREGARD OF REGULATION
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

DIVERSIFICATION OF INVESTMENTS
Background and overview of IRC, 1:22

DOCUMENTING EXCHANGE
TRANSACTIONS

Generally, 7:1 to 7:70
Accommodation agreement, 7:32, 7:33, 7:43,

7:50
Addendum to escrow instructions, 7:18
Assignment of rights8212DST acquisition, 7:69
Assignments

relinquished property, deferred exchange, 7:8,
7:9

replacement property
deferred exchange, 7:25, 7:26
reverse or improvement exchange, 7:42,

7:43, 7:46
Buyer-facilitated exchange agreement, 7:12
Checklists

exchange checklist, 7:2
return checklists, 7:14, 7:28, 7:37, 7:45

Closing agent, instructions to, 7:13, 7:14, 7:27,
7:36, 7:37, 7:44, 7:45

Closing letter in acquisition of replacement prop-
erty, 7:29

Cooperation clause addendum, 7:3, 7:22
Deferred exchanges

assignment of purchase and sale agreement,
7:8, 7:9, 7:25, 7:26

buyer-facilitated exchange agreement, 7:12
closing agent, QI’s exchange instructions to,

7:13, 7:14, 7:27
closing letter, 7:29
cooperation clause addendum, 7:22
escrow account, agreement for qualified

escrow account, 7:17
exchange agreement, 7:10
first leg exchange documents, return checklist

for, 7:14
joint closing instructions and pot exchange

agreement, 7:11
notice of 180 days, letter to taxpayer, 7:23
notice of assignment of rights, 7:9, 7:26
opening letter, 7:4
promissory note from EAT (exchange accom-

modation titleholder) to QI for forward
improvement exchange [LLC as replace-
ment property], 7:39

QI’s exchange instructions to closing agent,
7:13, 7:14, 7:27

qualified exchange accommodation agreement
for forward improvement exchange [LLC

DOCUMENTING EXCHANGE
TRANSACTIONS—Cont’d

Deferred exchanges—Cont’d
as replacement property], 7:38

qualified trust account, agreement for, 7:16
relinquished property, disposition of

generally, 7:7 to 7:20
assignment of purchase and sale agreement,

7:8, 7:9
buyer-facilitated exchange agreement, 7:12
closing agent, QI’s exchange instruction to,

7:13, 7:14
escrow account, agreement for qualified

escrow account, 7:17
first leg exchange documents, return

checklist for, 7:14
joint closing instructions and pot exchange

agreement, 7:11
notice of assignment of purchase and sale

agreement, 7:9
qualified trust account, agreement for, 7:16
return checklist for first leg exchange docu-

ments, 7:14
simultaneous exchange agreement with QI,

7:15
replacement property, acquisition of

generally, 7:21 to 7:29
assignment of purchase and sale agreement,

7:25, 7:26
closing agent, QI’s exchange instructions to,

7:27
closing letter, 7:29
cooperation clause addendum, 7:22
letter, closing letter, 7:29
letter to taxpayer, 180-day notice, 7:23
notice of 180 days, letter to taxpayer, 7:23
notice of assignment of rights, 7:26
QI’s exchange instructions to closing agent,

7:27
return checklist for second leg exchange

documents, 7:28
second leg checklist, 7:24
second leg exchange documents, return

checklist for, 7:28
return checklist for first leg exchange docu-

ments, 7:14
return checklist for second leg exchange docu-

ments, 7:28
second leg checklist, 7:24
second leg exchange documents, return

checklist for, 7:28
simultaneous exchange agreement with QI,

7:15
Election to be wholly excluded from partnership

rules, 7:57
Escrow

agreement for qualified escrow account, 7:17
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DOCUMENTING EXCHANGE
TRANSACTIONS—Cont’d

Escrow—Cont’d
instructions, addendum to, 7:18

Exchange checklist, 7:2
Exchange worksheet, 7:58
Exchangor, opening letter to, 7:4, 7:31, 7:49
Fee of QI, 7:4
File information cover sheet, 7:5
FIRPTA compliance documents, 7:59
First leg documents, 7:6, 7:14
Foreign real property exchange documents, 7:65
Identification of replacement property, letter for

purpose of, 7:20
Improvement exchange. Reverse or improvement

exchange, below
Intermediaries (QI), 7:4, 7:10, 7:13 to 7:15, 7:27,

7:40, 7:51
Joint closing instructions and pot exchange agree-

ment, 7:11
Letters

acquisition of replacement property, docu-
ments relating to, 7:23

exchange of replacement property, documents
relating to, 7:29

identifying replacement property, 7:20
opening letter, 7:4, 7:31, 7:49
taxpayer’s 45-day notice, 7:19

Limited liability company agreement with
exchangor as manager, 7:63

Master lease, 7:61
Notice

acquisition of replacement property, taxpayer’s
180-day notice, 7:23

assignment of rights, notice of, 7:9, 7:26
disposition of relinquished property, taxpayer’s

45-day notice, 7:19
Opening letter, 7:4, 7:31, 7:49
Opening of the exchange file, documents relating

to
generally, 7:1 to 7:6
checklist, exchange checklist, 7:2
cooperation clause addendum, 7:3
exchangor, opening letter to, 7:4, 7:31, 7:49
file information cover sheet, 7:5
first leg checklist, 7:6
introduction, 7:1
opening letter, 7:4, 7:31, 7:49
QI, opening letter of, 7:4

Partnership rules, election to be wholly excluded
from, 7:57

Pledge of membership interest, 7:60
Project management agreement, 7:34
Promissory note, 7:35, 7:39
Property management agreement, 7:62

DOCUMENTING EXCHANGE
TRANSACTIONS—Cont’d

Qualified exchange accommodation agreement,
7:32, 7:33, 7:43, 7:50

Qualified trust account, agreement for, 7:16
Rescission agreement for QEAA, 7:68
Restriction on access to funds, 7:4
Return checklists, 7:14, 7:28, 7:37, 7:45
Reverse exchange

acquisition of relinquished property by EAT
(exchange accommodation titleholder)

generally, 7:49 to 7:55
assignment of QEAA, 7:53
closing agent, instructions to, 7:54, 7:55
opening letter, 7:49
promissory note from EAT to QI, 7:51
qualified exchange accommodation agree-

ment, 7:50
return checklist for relinquished property

acquisition by EAT, 7:55
simultaneous exchange agreement (with

assignment of QEAA), 7:52
introduction, 7:48
reverse or improvement exchange, below

Reverse or improvement exchange
generally, 7:30 to 7:46
acquisition of replacement property by EAT

(exchange accommodation titleholder)
generally, 7:30 to 7:40
closing agent, instructions to, 7:36, 7:37
opening letter, 7:31
promissory note from EAT to exchangor,

7:35
promissory note from EAT to QI for forward

improvement exchange [LLC as
replacement property], 7:39

qualified exchange accommodation agree-
ment for alternate exchanger, 7:40

qualified exchange accommodation agree-
ment for forward improvement
exchange [LLC as replacement prop-
erty], 7:38

qualified exchange accommodation agree-
ment for reverse exchange, 7:32

qualified exchange accommodation for
reverse exchange [LLC as replacement
property], 7:33

return checklist for replacement property
acquisition documents, 7:37

assignment of membership interests, 7:46
assignment of QEAA, 7:42, 7:43
closing agent, instructions to, 7:36, 7:37, 7:44,

7:45
notice of exercise under alternate QEAA, 7:47
opening letter, 7:31
promissory note, 7:35, 7:39

TAX-FREE EXCHANGES UNDER SEC. 1031
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DOCUMENTING EXCHANGE
TRANSACTIONS—Cont’d

Reverse or improvement exchange—Cont’d
qualified exchange accommodation agreement,

7:32, 7:43
qualified exchange accommodation agreement

for alternate exchanger and Notice upon
Exercise, 7:40

return checklist for replacement property, 7:37,
7:45

simultaneous exchange agreement for reverse
exchange (with assignment of QEAA),
7:42

transfer of replacement property from EAT
(exchange accommodation titleholder) to
exchangor

generally, 7:41 to 7:47
assignment of membership interests, 7:46
assignment of QEAA, 7:42, 7:43
closing agent, EAT’s instructions to, 7:44,

7:45
qualified exchange accommodation agree-

ment, 7:43
return checklist for replacement property

transfer to exchangor, 7:45
simultaneous exchange agreement for

reverse exchange (with assignment of
QEAA), 7:42

Second leg documents, 7:24, 7:28
Security and investment of the funds, 7:4
Simultaneous exchange agreement

deferred exchange, 7:15
reverse or improvement exchange, 7:42

Supplemental documents
generally, 7:56 to 7:68
election to be wholly excluded from partner-

ship rules, 7:57
exchange accommodation titleholder (EAT)

information email on reverse, 7:67
exchange worksheet, 7:58
FIRPTA compliance documents, 7:59
foreign real property exchange documents,

7:65
LLC agreement with exchangor as manager,

7:63
master lease, 7:61
partnership rules, election to be wholly

excluded from, 7:57
pledge of membership interest, 7:60
property management agreement, 7:62
qualified intermediary (QI) information email

on forward exchange, 7:66
rescission agreement for QEAA, 7:68
tenancy in common agreement, 7:64
worksheet, 7:58

Tax reporting for a reverse exchange, notice, 7:70
Tenancy in common agreement, 7:64

DOCUMENTING EXCHANGE
TRANSACTIONS—Cont’d

Worksheet, 7:58

DONATIONS
Statutory requirements for tax-free exchanges,

qualified purpose requirement, 2:39

DROP AND SWAP
Current problems. See index heading CURRENT

PROBLEMS IN EXCHANGING

DUAL SIGNATURE ACCOUNTS
Deferred exchanges, qualified intermediaries,

6:37

EARNEST MONEY
Deferred exchanges under regulations, 6:53, 6:54

EASEMENTS
Statutory requirements for tax-free exchanges,

2:30

EAT (EXCHANGE ACCOMMODATION
TITLEHOLDER)

Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

ELECTION OR OPTION
See index heading OPTIONS

ELECTRICAL EQUIPMENT
Personal and multiple property exchanges, 5:4

EMISSION ALLOWANCES ALLOCATED BY
EPA

Personal and multiple property exchanges, 5:8

ERRONEOUS RELEASE
Deferred exchanges, safe harbors, 6:50

ESCROW
Background and overview of IRC, 1:8
Deferred exchanges under regulations, 6:13,

6:32, 6:35, 7:17, 7:18
Documenting exchange transactions, 7:17, 7:18
Qualified accounts. See index heading QUALIFIED

ESCROW OR TRUST ACCOUNTS

Tax consequences of an exchange, 4:14, App. 4E

ESTATE PLANNING TOOLS
Current problems in exchanging, 9:42

EXAMPLES
Tax consequences. See index heading TAX CONSE-

QUENCES OF AN EXCHANGE

EXCEPTIONS
History, statutory development and background

for regulations, 3:2
Statutory requirements for tax-free exchanges.

See index heading STATUTORY REQUIREMENTS

FOR TAX-FREE EXCHANGES
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EXCESS PROCEEDS
Deferred exchanges, safe harbors, 6:48

EXCHANGE WORKSHEET
Documenting exchange transactions, 7:58

EXCLUSION FROM PARTNERSHIP RULES
Documenting exchange transactions, 7:57

EXCLUSIONS FROM NON RECOGNITION
TREATMENT

Statutory requirements for tax-free exchanges
for detailed treatment see index heading STATU-

TORY REQUIREMENTS FOR TAX-FREE EXCHANGE

FAILED RELINQUISHED PROPERTY
PARKING ARRANGEMENT

Reverse and improvement exchanges, 8:38

FAILED REPLACEMENT PROPERTY
PARKING ARRANGEMENT

Reverse and improvement exchanges, 8:37

FEES
Attorney’s fees, tax consequences of an

exchange, 4:14
Documenting exchange transactions, QI’s fees,

7:4

FILE INFORMATION COVER SHEET
Documenting exchange transactions, 7:5

FINDER’S FEES
Tax consequences of an exchange, 4:16

FIRPTA COMPLIANCE DOCUMENTS
Documenting exchange transactions, 7:59

FIRST LEG DOCUMENTS
Documenting exchange transactions, 7:6, 7:14

FIXTURES
Personal and multiple property exchanges, 5:4

FORECLOSURE
Current problems in exchanging, 9:40, 9:41

FOREIGN INVESTMENT IN REAL
PROPERTY TAX ACT (FIRPTA)

Documenting exchange transactions, FIRPTA
compliance documents, 7:59

Tax consequences of an exchange, 4:54

FOREIGN PROPERTY
History, statutory development and background

for regulations, 3:8
Statutory requirements for tax-free exchanges,

2:90

FORM FTB 3840 AND INSTRUCTIONS
Statutory requirements for tax-free exchanges,

App. 2B

FORWARD EXCHANGES
See index heading DEFERRED EXCHANGES

Statutory requirements for tax-free exchanges,
2:53

467 LOANS
Tax consequences of an exchange, 4:12

FOURTH PARTY INTERMEDIARIES
History, statutory development and background

for regulations, 3:12, 3:13

FRAUD PENALTIES
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

FUNDS NETTING
Personal and multiple property exchanges, 5:16

GAIN OR LOSS
Realized gains. See index heading REALIZED GAINS

Recognized gain. See index heading RECOGNIZED

GAIN OR LOSS

Statutory requirements for tax-free exchanges,
losses in exchanges, 2:63, 2:72

GAS AND OIL INTERESTS
Statutory requirements for tax-free exchanges,

2:16, 2:21

GENERAL ASSET CLASSES
Personal and multiple property exchanges, 5:4

GIFTS
Basis of property received in exchange, determin-

ing, 4:48
Statutory requirements for tax-free exchanges,

qualified purpose requirement, 2:39

GOLD COIN OR BULLION
Personal and multiple property exchanges, 5:31

GOOD FAITH
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

GOODWILL OF BUSINESS
Personal and multiple property exchanges, 5:8

GRANTOR TRUSTS
Statutory requirements for tax-free exchanges,

same taxpayer requirement, 2:57

GROWTH FACTOR
Deferred exchanges under regulations, 6:44
Tax consequences of an exchange, 4:44

GUARANTEE
Deferred exchanges under regulations, 6:31, 6:36

GUIDELINES FROM RULINGS
Current problems in exchanging, 9:25

TAX-FREE EXCHANGES UNDER SEC. 1031
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HEALTHCARE TAX
Investment income, tax on, 4:38

HISTORY, STATUTORY DEVELOPMENT
AND BACKGROUND FOR
REGULATIONS

Generally, 3:1 to 3:28
Administrative convenience as rationale for non

recognition of gain or loss, 3:3
Amendment of § 1031

proposals for, 3:21
Tax Cut and Jobs Act of 2017, 3:20
2008 amendment (§ 1031(i)), 3:19

Authorities affecting IRC § 1031, types of
generally, 3:23 to 3:28
Private Letter Rulings, 3:28
regulations, 3:25
Revenue Procedures, 3:26
Revenue Rulings, 3:27
Technical Advice Memorandum, 3:28

Capital gain rates, 3:17
Constructive receipt problem safe harbor provi-

sions to deal with, 3:15
Continuity of investment or liquidity as rationale

for non recognition of gain or loss, 3:3
Deferred exchange regulations of 1991, 3:15
Deferred like-kind exchanges, App. 3A
Designation of replacement property, 3:11
Exceptions to recognition of gain or loss, 3:2
Exchanges prior to 1991 regulations, 3:10 to 3:14
Foreign real property, 3:8
Fourth party intermediaries, 3:12, 3:13
Growth of exchange transactions and increased

securing, 3:22
History of IRC § 1031, generally, 3:2
Identification of replacement property, 3:11
Increased scrutiny, 3:22
Interest, treatment of, 3:14
Joint Committee on Taxation, recommendations

to simplify federal tax system, App. 3A
Judicial limitations on § 1031, 3:4
Like-kind exchanges, generally, App. 3A
Limitations on § 1031, 3:4
Mechanism to effect deferred exchange, 3:12
Multi-asset regulations of 1991, 3:16
Non recognition of gain or loss, generally, 3:2 et

seq.
Non simultaneous exchanges, time restrictions,

3:7
Omnibus Budget Reconciliation Act of 1989, 3:8
Omnibus Budget Reconciliation Act of 1990, 3:9
Partnership interests under Tax Reform Act of

1984, 3:6
Personal property regulations of 1991, 3:16
Private Letter Rulings, 3:28

HISTORY, STATUTORY DEVELOPMENT
AND BACKGROUND FOR
REGULATIONS—Cont’d

Rationale for non recognition of gain or loss,
generally, 3:3

Regulations, 3:25
Related persons, exchanges between, 3:8, 3:9
Replacement property, designation of, 3:11
Revenue Procedure 2000-37, 3:18
Revenue Procedures, 3:26
Revenue Rulings, 3:27
Rollover of like-kind exchanges, App. 3A
Safe harbor provisions, 3:15
Scope of chapter, 3:1
Security of exchange funds, 3:13
Simplification of federal tax system, recommen-

dation of Joint Committee on Taxation,
App. 3A

Tax Cut and Jobs Act of 2017, 3:20
Taxpayer Relief Act of 1997, 3:17
Tax Reform Act of 1984, 3:5 to 3:7
Technical Advice Memorandum, 3:28
Time restrictions under Tax Reform Act of 1984,

3:7

HOLDING PERIODS
Statutory requirements for tax-free exchanges,

qualified purpose requirement, 2:33
Tax consequences of an exchange, 4:51

HOLDING PROPERTY
Alternatives to tax-free exchanging, 1:16

HOTELS AND MOTELS
Deferred exchanges under regulations, 6:20

HUSBAND AND WIFE
Statutory requirements for tax-free exchanges,

2:55, 2:60

IDENTIFICATION
Deferred exchanges

generally, 6:2 to 6:11
for detailed treatment see index heading

DEFERRED EXCHANGES

Documenting exchange transactions, 7:20
History, statutory development and background

for regulations, 3:11
Personal and multiple property exchanges, 5:12
Reverse and improvement exchanges

generally, 8:14 to 8:18
for detailed treatment see index heading

REVERSE AND IMPROVEMENT EXCHANGES

IMPROVEMENT EXCHANGES
Generally, 8:1 to 8:50
For detailed treatment see index heading REVERSE

AND IMPROVEMENT EXCHANGES
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IMPROVEMENTS TO BE CONSTRUCTED
Statutory requirements for tax-free exchanges,

2:15

INCIDENTAL REPLACEMENT PROPERTY
Deferred exchanges under regulations, 6:20

INFORMATION SYSTEMS
Personal and multiple property exchanges, 5:4

INHERITED PROPERTY
Statutory requirements for tax-free exchanges,

qualified purpose requirement, 2:41

INSOLVENCY
See index heading BANKRUPTCY AND INSOLVENCY

INSTALLMENTS
Alternatives to tax-free exchanging, 1:18
Current problems in exchanging, 9:36
Tax consequences of an exchange, 4:22 to 4:24

INTANGIBLE PERSONAL PROPERTY
Personal and multiple property exchanges, 5:8

INTENT TO EXCHANGE
Statutory requirements for tax-free exchanges,

qualified purpose requirement, 2:34

INTEREST
Deferred exchanges under regulations, 6:44
History, statutory development and background

for regulations, 3:14
Statutory requirements for tax-free exchanges,

interest of landlord, like-kind requirement,
2:26

Tax consequences of an exchange, 4:44, 4:53

INTERMEDIARIES
Current problems in exchanging, 9:38
Deferred exchanges. See index heading DEFERRED

EXCHANGES

Documenting exchange transactions, 7:4, 7:10,
7:13 to 7:15, 7:27, 7:40, 7:51, 7:66

History, statutory development and background
for regulations, 3:12

Overview of IRC § 1031. See index heading
BACKGROUND AND OVERVIEW OF IRC § 1031

Personal and multiple property exchanges, 5:17,
App. 5A

Reverse and improvement exchanges, 8:25, 8:30
Statutory requirements for tax-free exchanges,

2:63
Tax consequences of an exchange, 4:14
Tax consequences of failure to distribute

exchange funds, 4:25

INTERNAL REVENUE SERVICE FORM 1099
Tax consequences of an exchange, 4:55

INVESTMENT ALTERNATIVES TO
EXCHANGING

Generally, 1:15 to 1:20
Exchange under § 1031, 1:20
Holding property, 1:16
Installment sales, 1:18
Payment of tax, 1:17
Refinance, 1:19
Reinvestment, 1:17
Sales, generally, 1:17, 1:18

INVESTMENT INCOME
Healthcare tax on, 4:38

INVESTMENT TAX CREDIT RECAPTURE
Tax consequences. See index heading TAX CONSE-

QUENCES OF AN EXCHANGE

INVOLUNTARY CONVERSION
Tax consequences of an exchange, 4:49

JOINT ACCOUNTS
Personal and multiple property exchanges, 5:16

JOINT CLOSING INSTRUCTIONS AND POT
EXCHANGE AGREEMENT

Documenting exchange transactions, 7:11

JOINT COMMITTEE ON TAXATION
History, statutory development and background

for regulations, App. 3A

JUDICIAL LIMITATIONS ON § 1031
History, statutory development and background

for regulations, 3:4

KNOWLEDGE
See index heading NOTICE OR KNOWLEDGE

LAND SALE CONTRACTS
Deferred exchanges under regulations, 6:7

LEASES AND LEASEHOLDS
Current problems in exchanging, 9:25
Deferred exchanges under regulations, 6:7
Master lease, documenting exchange transac-

tions, 7:61
Personal and multiple property exchanges, 5:16
Statutory requirements for tax-free exchanges.

See index heading STATUTORY REQUIREMENTS

FOR TAX-FREE EXCHANGES

‘‘LEGS’’
Defined, 1:2

LEVERAGE
Background and overview of IRC, 1:23

LIFE ESTATES
Remainders, statutory requirements for tax-free

exchanges, like-kind requirement, 2:21

TAX-FREE EXCHANGES UNDER SEC. 1031

Index-14



LIKE-CLASS PERSONAL PROPERTY
Personal and multiple property exchanges, 5:3 to

5:7

LIMITATIONS AND RESTRICTIONS
History, statutory development and background

for regulations, 3:4
Reverse and improvement exchanges, 8:19

LIMITED LIABILITY COMPANIES
Documenting exchange transactions, limited

liability company agreement with exchangor
as manager, 7:63

Statutory requirements for tax-free exchanges,
2:6, 2:58 to 2:60

LIQUIDATION OF CORPORATION
Current problems in exchanging, 9:33

LIVESTOCK
Background and overview of IRC, App. 1B
Personal and multiple property exchanges, 5:32

LKE PROGRAM
Personal and multiple property exchanges, Reve-

nue Procedure, 5:14 to 5:17

LOAN FEES
Tax consequences of an exchange, 4:14

LOANS
Current problems in exchanging, 9:25

LOSSES
See index heading GAIN OR LOSS

MACRS REPLACEMENT PROPERTY
Tax consequences of an exchange, 4:47

MAIL AND MAILING
Deferred exchanges under regulations, 6:13

MAIL OR MAILING
Exchange accommodation titleholder (EAT)

information email, 7:67
Qualified intermediary (QI) information email,

7:66

MANAGEMENT AGREEMENT GUIDELINES
Current problems in exchanging, 9:25

MASS ASSETS
Personal and multiple property exchanges, 5:13

to 5:17

MASTER LEASE
Documenting exchange transactions, 7:61

MATERIAL CONTINGENCY
Deferred exchanges, safe harbors, 6:47 to 6:51

MECHANICS OF QEAA
Reverse and improvement exchanges, 8:21 to

8:23

MILITARY
Deferred exchanges under regulations, military

action, 6:4, 6:5
Identification and receipt requirements, postpone-

ment of time periods for persons serving in
combat zones, 6:5

MINERAL INTERESTS
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:16

MODIFICATION OR CHANGE
Amendments. See index heading AMENDMENTS

Personal and multiple property exchanges, 5:6

MONEY OR CASH
Deferred exchanges under regulations, 6:29

MORTGAGES
Tax consequences. See index heading TAX CONSE-

QUENCES OF AN EXCHANGE

MOTELS AND HOTELS
Deferred exchanges under regulations, 6:20

MOTOR VEHICLES
Personal and multiple property exchanges, 5:4,

5:11, 5:26, 5:28

MULTI-ASSET REGULATIONS OF 1991
History, statutory development and background

for regulations, 3:16

MULTIPLE EXCHANGE ISSUES
Deferred exchanges under regulations, 6:27

MULTIPLE PARKING ARRANGEMENTS
Reverse and improvement exchanges, 8:17

MULTIPLE PROPERTIES
See index heading ALTERNATE AND MULTIPLE PROPER-

TIES

NAIC MANUAL
Personal and multiple property exchanges, 5:6

NEGLIGENCE
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

NEGOTIABLE INSTRUMENTS
Personal and multiple property exchanges, 5:16

NINETY FIVE PERCENT RULE
Deferred exchanges under regulations, 6:18

NON RECOGNITION OF GAIN OR LOSS
Background and overview of IRC, App. 1B
History. See index heading HISTORY, STATUTORY

DEVELOPMENT AND BACKGROUND FOR REGULA-
TIONS

Statutory requirements. See index heading STATU-
TORY REQUIREMENTS FOR TAX-FREE EXCHANGE
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NON RECOGNITION OF GAIN OR LOSS
—Cont’d

Tax consequences of an exchange, 4:18

NONRECOURSE LIABILITY
Tax consequences of an exchange, 4:7

NON-SAFE HARBOR EXCHANGES
Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

NON SIMULTANEOUS EXCHANGES
History, statutory development and background

for regulations, 3:7

NOTICE OR KNOWLEDGE
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

Tax consequences of an exchange, 4:54

OFFICE FURNITURE
Personal and multiple property exchanges, 5:4,

5:27

OIL AND GAS INTERESTS
Statutory requirements for tax-free exchanges,

2:21

OMNIBUS BUDGET RECONCILIATION ACT
OF 1989

History, statutory development and background
for regulations, 3:8

OMNIBUS BUDGET RECONCILIATION ACT
OF 1990

History, statutory development and background
for regulations, 3:9

OPENING LETTER
Documenting exchange transactions, 7:4, 7:31,

7:49

OPTIONS
Background and overview of IRC, 1:13
Current problems in exchanging, option

guidelines, 9:25
Deferred exchanges under regulations, 6:7, 6:53
Documenting exchange transactions, 7:57
Statutory requirements for tax-free exchanges,

2:20

OVERVIEW OF IRC § 1031
Generally, 1:1 to 1:33
For detailed treatment see index heading

BACKGROUND AND OVERVIEW OF IRC § 1031

PARTIAL INTERESTS
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:21

PARTIALLY TAXABLE EXCHANGES
Background and overview of IRC, 1:10

PARTIES
Background and overview of IRC, 1:2 to 1:8

PARTITION OF UNDIVIDED INTERESTS
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:22

PARTNERSHIPS
Built-in gains and Section 1031, 4:40
Current problems in exchanging

generally, 9:2 et seq.
for detailed treatment see index heading CUR-

RENT PROBLEMS IN EXCHANGING

Documenting exchange transactions, 7:57
History, statutory development and background

for regulations, 3:6
Statutory requirements for tax-free exchanges,

2:6, 2:58

PASSIVE LOSSES
Tax consequences of an exchange, 4:19

PAYMENT OF TAX
Alternatives to tax-free exchanging, 1:17

PENALTIES
State and federal laws regulating exchange

facilitators, 6:40
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

PERPETUAL SCENIC CONSERVATION
EASEMENTS

Statutory requirements for tax-free exchanges,
2:30

PERSONAL AND MULTIPLE PROPERTY
EXCHANGES

Generally, 5:1 to 5:33
Airplanes, 5:4, 5:30
Airport take-off and landing rights, 5:8
Amount of gain, determination of, 5:25
Artwork, 5:30, 5:31
Automobiles, 5:4, 5:11, 5:26, 5:28
Basis of properties received, computation of,

5:28
Buses, 5:4
Business swaps, 5:10
Chamber of Commerce memberships, 5:9
Checks, receipts of, 5:16
Coins, 5:31
Collectibles, 5:31
Computation of basis of properties received, 5:28
Computers, 5:4, 5:28
Constructive receipt issues, 5:16
Covenant not to compete, 5:8
Data-handling equipment, 5:4

TAX-FREE EXCHANGES UNDER SEC. 1031
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PERSONAL AND MULTIPLE PROPERTY
EXCHANGES—Cont’d

Date of exchange, general asset or product class
as determined by, 5:6

Definitions, App. 5A
Electrical equipment, 5:4
Emission allowances allocated by EPA, 5:8
Examples of exchanges, 5:7, 5:26, 5:27
Exchange group surplus or deficiency, 5:24
Fixtures, 5:4
Funds netting, receipts issues, 5:16
General asset classes personal property, 5:4
Gold coin or bullion, 5:31
Goodwill of business, 5:8
Heavy equipment, 5:30
Identification and receipt of personal property in

deferred exchanges, special requirements
for, 5:12

Information systems, 5:4
Intangible personal property, 5:8
Interaction of IRC § 1060 and business

exchanges, 5:29
Intermediaries, 5:17, App. 5A
Joint accounts, receipts issues, 5:16
Lease security deposit applied to purchase price,

5:16
Lender to purchaser, taxpayer as, 5:16
Liabilities, treatment of, 5:23
Like-class personal property, 5:3 to 5:7
Like-kind or like-class personal property, 5:2
Livestock, 5:32
LKE Program Revenue Procedure, 5:14 to 5:17
Mass assets, structuring exchanges of, 5:13 to

5:17
Modification to general asset classes or product

classes personal property, 5:6
Multiple property exchange regulations

generally, 5:19 to 5:28
amount of gain, determination of, 5:25
basis of properties received, computation of,

5:28
computation of basis of properties received,

5:28
determining gain, generally, 5:21 to 5:25
examples of exchanges with and without

liabilities, 5:26, 5:27
exchange group surplus or deficiency, 5:24
general approach of regulations, 5:20
liabilities, treatment of, 5:23
separation into exchange groups and residual

group, 5:22
step by step analysis for determining gain, gen-

erally, 5:21 to 5:25
surplus or deficiency, 5:24
three property rule, 5:12

NAIC manual, 5:6

PERSONAL AND MULTIPLE PROPERTY
EXCHANGES—Cont’d

Negotiable instruments, receipts of, 5:16
Non depreciable personal property, 5:8
Office furniture, 5:4, 5:27
Personal property exchanges outside like-class

safe harbor, 5:9
Post-exchange matching of properties, 5:15
Precious metals, 5:31
Product classes personal property, 5:5
Program exchange ‘‘Private Letter Rulings,’’

other programs allowed in, 5:18
Railroad equipment, 5:4, 5:13
Receipts and receipt issues, 5:12, 5:16
Relinquished property, exchanges of, App. 5A
Replacement property, exchanges of, App. 5A
Revenue Procedure 2000-39, App. 5A
Rolling stock, structuring exchanges of, 5:13 to

5:17
Safe harbors, generally, 5:9, 5:14 to 5:17
Scope of chapter, 5:1
Separate exchanges, 5:15
Separation into exchange groups and residual

group, 5:22
SIC manual, 5:6
Sports contracts, trades of, 5:33
Steam equipment, 5:4
Structuring exchanges of rolling stock or mass

assets, 5:13 to 5:17
Surplus or deficiency, multiple property exchange

regulations, 5:24
Swaps, 5:10
Taxis, 5:4
Television stations, exchange of, 5:8
Three property rule, multiple property exchange

regulations, 5:12
Tractor and trailers, 5:4, 5:30
Trade-ins, 5:11
Trucks, 5:4
Vessels, 5:4, 5:40

PERSONAL PROPERTY
History, statutory development and background

for regulations, 3:16
Personal and multiple property exchanges, 5:9
Statutory requirements. See index heading STATU-

TORY REQUIREMENTS FOR TAX-FREE EXCHANGE

PERSONAL RESIDENCE, PROPERTY HELD
AS

Tax consequences of an exchange, 4:21

PILOT PROGRAM
Statutory requirements for tax-free exchanges,

leasehold interests, 2:28

PLEDGE OF MEMBERSHIP INTEREST
Documenting exchange transactions, 7:60
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PLEDGE TO LENDER
Deferred exchanges, safe harbors, 6:51

POINTS
Tax consequences of an exchange, 4:15

‘‘PORTIONS’’
Defined, 1:2

POSTPONEMENT OF TIME PERIODS
Deferred exchanges under regulations, 6:4, 6:5

POT EXCHANGES
Defined, 1:2
Statutory requirements for tax-free exchanges,

2:68

PRECIOUS METALS
Personal and multiple property exchanges, 5:31

PREMIUMS
Tax consequences of an exchange, 4:14

PREPAID RENT
Tax consequences of an exchange, 4:14, 4:15

PREPAYMENT OF RENT
Statutory requirements for tax-free exchanges,

leasehold interests, 2:27

PRESIDENTIALLY DECLARED DISASTERS
Deferred exchanges under regulations, 6:4

PRIVATE BANKER OF TAXPAYER
Deferred exchanges, 6:38

PRIVATE LETTER RULINGS
History, statutory development and background

for regulations, 3:28

PROBLEMS IN EXCHANGING
Generally, 9:1 to 9:42
For detailed treatment see index heading CURRENT

PROBLEMS IN EXCHANGING

PRODUCT CLASSES
Personal and multiple property exchanges, 5:5

PROJECT MANAGEMENT AGREEMENT
Documenting exchange transactions, 7:34

PROMISSORY NOTE
Documenting exchange transactions, 7:35, 7:39

PROPERTY MANAGEMENT AGREEMENT
Documenting exchange transactions, 7:62

PROPERTY REQUIREMENT FOR TAX-FREE
EXCHANGES

See index heading STATUTORY REQUIREMENTS FOR

TAX-FREE EXCHANGES

PROPORTIONATE SHARING OF PROFITS
AND LOSSES GUIDELINES

Current problems in exchanging, 9:25

PURCHASE OF PROPERTY
See index heading SALE OR PURCHASE OR PROPERTY

‘‘PURE’’ REVERSE EXCHANGES
Reverse and improvement exchanges, 8:49

QEAA (QUALIFIED EXCHANGE
ACCOMMODATION AGREEMENT)

Reverse and improvement exchanges
generally, 8:4 to 8:22
for detailed treatment see index heading

REVERSE AND IMPROVEMENT EXCHANGES

QUALIFIED ESCROW OR TRUST
ACCOUNTS

Deferred exchanges under regulations, 6:32, 6:35
Tax consequences of an exchange, 4:44

QUALIFIED INTERMEDIARIES
See index heading INTERMEDIARIES

QUALIFIED OPPORTUNITY ZONE FUNDS
IRC § 1031 exchanges compared, 1:32

QUALIFIED PURPOSE REQUIREMENT
Statutory requirements for tax-free exchanges

generally, 2:32 to 2:52
for detailed treatment see index heading STATU-

TORY REQUIREMENTS FOR TAX-FREE EXCHANGES

QUALIFIED TRUST ACCOUNT
Documenting exchange transactions, 7:16

QUALIFIED USE ISSUE
Partnership and co-ownership, exchanges involv-

ing, 9:22

RAILROAD EQUIPMENT
Personal and multiple property exchanges, 5:4,

5:13

REAL ESTATE AGENTS
Background and overview of IRC, 1:4

REAL ESTATE INVESTMENT TRUSTS
(REITs)

Tax consequences of an exchange, REIT issues
related to Section 1031, 4:41

REALIZED GAINS
Tax consequences of an exchange, 4:4, 4:14,

4:17, 4:57

REAL PROPERTY
Statutory requirements. See index heading STATU-

TORY REQUIREMENTS FOR TAX-FREE EXCHANGE

Tax consequences of an exchange, 4:55

REASONABLE CAUSE
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

TAX-FREE EXCHANGES UNDER SEC. 1031
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RECAPTURE
Tax consequences. See index heading TAX CONSE-

QUENCES OF AN EXCHANGE

RECEIPT
Deferred exchanges. See index heading DEFERRED

EXCHANGES

RECEIPTS
Constructive receipt. See index heading

CONSTRUCTIVE RECEIPT

Deferred exchanges. See index heading DEFERRED

EXCHANGES

Personal and multiple property exchanges, 5:12,
5:16

RECOGNIZED GAIN OR LOSS
Section 1031 exception to, 1:9
Tax consequences of an exchange, 4:5, 4:14,

4:17, 4:57

RECORDING FEES
Tax consequences of an exchange, 4:16

RECOURSE LIABILITY
Tax consequences of an exchange, 4:7

REDUCED BASIS IN REPLACEMENT
Background and overview of IRC, 1:28

REFINANCING
Alternatives to tax-free exchanging, 1:19

REGULATIONS
Background and overview of IRC § 1031, App.

1B
Deferred exchanges under regulations

generally, 6:1 to 6:61
for detailed treatment see index heading

DEFERRED EXCHANGES

History, statutory development and background
for regulations

Generally, 3:1 to 3:28
for detailed treatment see index heading HIS-

TORY, STATUTORY DEVELOPMENT AND

BACKGROUND FOR REGULATIONS

Proposed, 2:9 to 2:18, App. 1B

REINVESTMENT
Alternatives to tax-free exchanging, 1:17

RELATED PERSONS
History, statutory development and background

for regulations, 3:8, 3:9
Reverse and improvement exchanges, 8:33
Statutory requirements for tax-free exchanges

generally, 2:74 to 2:88
for detailed treatment see index heading STATU-

TORY REQUIREMENTS FOR TAX-FREE EXCHANGE

Tax consequences of an exchange, 4:42

RELINQUISHED PROPERTY
Current problems in exchanging, 9:36, 9:37 to

9:39
Deferred exchanges. See index heading DEFERRED

EXCHANGES

Defined, 1:2
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

Personal and multiple property exchanges, App.
5A

Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

Statutory requirements for tax-free exchanges,
related persons, 2:84

Tax consequences. See index heading TAX CONSE-
QUENCES OF AN EXCHANGE

RELOCATION OF INVESTMENT
Background and overview of IRC, 1:25

REMAINDERS
Statutory requirements for tax-free exchanges,

2:21

REORGANIZATION OF CORPORATION
Current problems in exchanging, 9:33, 9:34

REPLACEMENT PROPERTY
Deferred exchanges. See index heading DEFERRED

EXCHANGES

Disadvantage of reduced basis in, 1:28
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

History, statutory development and background
for regulations, 3:11

Personal and multiple property exchanges, App.
5A

Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

Tax consequences. See index heading TAX CONSE-
QUENCES OF AN EXCHANGE

REPORTS
Statutory requirements for tax-free exchanges,

reporting exchange and allocation of
liabilities, property held as personal resi-
dence and for qualified use, 2:46

REPORTS AND REPORTING
Tax consequences. See index heading TAX CONSE-

QUENCES OF AN EXCHANGE

REQUESTS FOR RULINGS
Current problems in exchanging, 9:26

RESCINDING A TAXABLE SALE
Deferred exchanges under regulations, 6:8

RESERVES REQUIRED BY LENDER
Tax consequences of an exchange, 4:16
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RESTRICTIONS
See index heading LIMITATIONS AND RESTRICTIONS

RETURN CHECKLISTS
Documenting exchange transactions, 7:14, 7:28,

7:37, 7:45

REVENUE PROCEDURE 2000-37
History, statutory development and background

for regulations, 3:18
Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

REVENUE PROCEDURE 2000-39
Personal and multiple property exchanges, App.

5A

REVENUE PROCEDURE 2002-22
Current problems in exchanging, 9:24, App. 9C

REVENUE PROCEDURE 2004-51, 2004-33 IRB
294

Reverse and improvement exchanges, App. 8B

REVENUE PROCEDURE 2008-16
Statutory requirements for tax-free exchanges,

vacation homes, App. 2A

REVENUE PROCEDURES
History, statutory development and background

for regulations, 3:26

REVENUE RULINGS
Delaware statutory trusts, Rev. Rul. 2004-86,

App. 9D
History, statutory development and background

for regulations, 3:27

REVERSE AND IMPROVEMENT
EXCHANGES

Generally, 8:1 to 8:50
ABA Section of Taxation Report, App. 8C
Accommodation titleholder (EAT), generally, 8:3

et seq.
Agency relationship between taxpayer and

accommodator, 8:41
Agent of taxpayer, express agency and transfer

tax issues, 8:9
Alternate property identifications of relinquished

property, QEAA, 8:15
Alternate taxpayers, identification of relinquished

property, 8:18
Alternatives to non-safe harbor exchanges, 8:48
Bartell style parking arrangement, 8:47
Bona fide intent, QEAA, 8:13
Case law, 8:40
Combination of QEAA and exchange agreement,

8:25
Combination reverse/forward exchanges, 8:34 to

8:36
Constructive receipt issues, 8:29

REVERSE AND IMPROVEMENT
EXCHANGES—Cont’d

Deferred exchange, 8:28 to 8:31, 8:34 to 8:36
Developer or contractor, non-safe harbor

exchanges, 8:42
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

EAT (exchange accommodation titleholder), gen-
erally, 8:3 et seq.

Failed relinquished property parking arrange-
ment, 8:38

Failed replacement property parking arrange-
ment, 8:37

History, 8:2
Identification of relinquished property, 8:14 to

8:18
Improvements

generally, 8:28 to 8:35
constructive receipt issues, 8:29
deferred exchange, 8:28 to 8:31, 8:34 to 8:36
EAT, improvements by, 8:31
intermediary, improvements by, 8:30
related party, improvements on land held by,

8:33
taxpayer, improvements on land held by, 8:32

Intermediaries, 8:25, 8:30
IRS rulings on factors other than agency, 8:42
Limit of 180 days for QEAA, 8:19
Mechanics of QEAA, 8:21 to 8:23
Multiple parking arrangements for same

relinquished property, QEAA, 8:17
Multiple property identifications of relinquished

property, QEAA, 8:15
Non safe harbor exchanges. Safe harbor of Reve-

nue Procedure 2000-37, reverse exchanges
outside of, below

Non-tax cases involving reverse exchanges, 8:50
Other reporting treatment, irrelevance of, 8:27
Permissible QEAAs, 8:20
‘‘Pure’’ reverse exchanges, 8:49
Qualified exchange accommodation agreements

(QEAA)
generally, 8:4 to 8:22
agent of taxpayer, exchange accommodation

titleholder (EAT) as
express agency and transfer tax issues, 8:9

agreement, generally, 8:12
alternate and multiple property identifications

of relinquished property, 8:15
alternate taxpayers, identification of

relinquished property, 8:18
bona fide intent, 8:13
combination of QEAA and exchange agree-

ment, 8:25
EAT (exchange accommodation titleholder)

requirements, 8:7
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REVERSE AND IMPROVEMENT
EXCHANGES—Cont’d

Qualified exchange accommodation agreements
(QEAA)—Cont’d

failed relinquished property parking arrange-
ment, 8:38

failed replacement property parking arrange-
ment, 8:37

FinCEN Residential Real Estate Rule, 8:11
identification of relinquished property

generally, 8:14 to 8:18
alternate and multiple property identifica-

tions, 8:15
alternate taxpayers, 8:18
multiple parking arrangements for same

relinquished property, 8:17
substantially the same as identified require-

ment, 8:16
limit of 180 days, 8:19
mechanics of QEAA, 8:21 to 8:23
multiple parking arrangements for same

relinquished property, 8:17
other reporting treatment, irrelevance of, 8:27
permissible agreements, 8:20
qualified indicia of ownership, 8:8
relinquished property parked, 8:4, 8:5
replacement property parked, 8:6
substantially the same as identified require-

ment for relinquished property, 8:16
tax ID number for EAT, 8:10

Qualified indicia of ownership, QEAA, 8:8
Related party, improvements on land held by,

8:33
Relinquished property

identification. Qualified exchange accommoda-
tion agreements, above

mechanics of QEAA for relinquished property
parked, 8:21

QEAA for relinquished property parked, 8:4,
8:5

Replacement property
mechanics of QEAA, 8:22, 8:23
QEAA for replacement property parked, 8:6
reverse exchange, 8:23

Reporting a reverse exchange on IRS Form 8824,
4:60

Revenue Procedure 2000-37
generally, 8:3
history, 8:2
text of, App. 8A

Revenue Procedure 2004-51, 2004-33 IRB 294,
App. 8B

Safe harbor of Revenue Procedure 2000-37,
reverse exchanges outside of

generally, 8:40 to 8:48

REVERSE AND IMPROVEMENT
EXCHANGES—Cont’d

Safe harbor of Revenue Procedure 2000-37,
reverse exchanges outside of—Cont’d

agency relationship between taxpayer and
accommodator, 8:41

alternatives to non-safe harbor exchanges, 8:48
Bartell style parking arrangement, 8:47
case law, 8:40
converting from safe harbor to non-safe harbor,

8:43, 8:44
developer or contractor, 8:42
IRS rulings on factors other than agency, 8:42
major improvement exchanges with a

developer as accommodator, 8:46
related party to the rescue approach, 8:45, 8:46
special purpose entity, 8:42
structuring non-safe harbor exchanges, 8:42
third party investor, 8:42

Scope of chapter, 8:1
Single purpose entity as exchange accommoda-

tion titleholder, 8:24
Special purpose entity, 8:42
Structuring non-safe harbor exchanges, 8:42
Substantially the same as identified requirement

for relinquished property, QEAA, 8:16
Tax ID number for EAT, 8:10
Taxpayer, improvements on land held by, 8:32
Tax reporting requirements, 8:26
Terminology, 1:2
Text of Revenue Procedure 2000-37, App. 8A
Third party investor, non-safe harbor exchanges,

8:42
Titleholder (EAT), generally, 8:3 et seq.

REVERSIONS
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:21

REVOCATION OR SUSPENSION
Deferred exchanges under regulations, 6:21

ROLLING STOCK
Personal and multiple property exchanges, 5:13

to 5:17

ROLLOVER PROVISIONS
Background and overview of IRC § 1031, 1:11
History, statutory development and background

for regulations, App. 3A

SAFE HARBORS
Deferred exchanges

generally, 6:30 to 6:54
for detailed treatment see index heading

DEFERRED EXCHANGES

History, statutory development and background
for regulations, 3:15
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SAFE HARBORS—Cont’d
Non-safe harbors. See index heading REVERSE AND

IMPROVEMENT EXCHANGES

Personal and multiple property exchanges, 5:9,
5:14 to 5:17

Qualified intermediaries, 2:63, App. 1B
Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

Statutory requirements for tax-free exchanges,
vacation homes and qualified purpose
requirement, 2:48, 2:49

SALE-LEASEBACK TRANSACTIONS
Statutory requirements for tax-free exchanges,

2:73

SALE OR PURCHASE OF PROPERTY
Alternatives to tax-free exchanging, 1:17, 1:18
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

SECOND LEG DOCUMENTS
Documenting exchange transactions, 7:24, 7:28

SECURITIES
Statutory requirements. See index heading STATU-

TORY REQUIREMENTS FOR TAX-FREE EXCHANGE

SECURITY
Documenting exchange transactions, security and

investment of the funds, 7:4
Exchange funds, security of, 3:13
Guarantee or security arrangements, 6:31, 6:36

SECURITY DEPOSITS
Personal and multiple property exchanges, 5:16
Tax consequences of an exchange, 4:16

‘‘SELLER’’
Defined, 1:2

SETTLEMENT AGENT
Background and overview of IRC, 1:8
Deferred exchanges under regulations, 6:13

SETTLEMENT STATEMENTS
Tax consequences of an exchange, App. 4A,

App. 4B

SEVENTY FIVE PERCENT SAFE HARBOR
Deferred exchanges under regulations, 6:24

SIC MANUAL
Personal and multiple property exchanges, 5:6

‘‘SIDES’’
Defined, 1:2

SIMPLIFICATION OF FEDERAL TAX
SYSTEM

History, statutory development and background
for regulations, App. 3A

SIMULTANEOUS EXCHANGES
Background and overview of IRC, 1:14
Documenting exchange transactions. See index

heading DOCUMENTING EXCHANGE TRANSACTIONS

Statutory requirements for tax-free exchanges,
2:63, 2:66 to 2:69

SINGLE PURPOSE ENTITY
Reverse and improvement exchanges, 8:24

SPECIAL PURPOSE ENTITY
Reverse and improvement exchanges, 8:42

SPLIT-OFFS OF PARTNERSHIPS
Current problems in exchanging, 9:8 to 9:13

SPLIT-UPS OF PARTNERSHIPS
Current problems in exchanging, 9:3 to 9:6

SPORTS CONTRACTS
Personal and multiple property exchanges, 5:33

SPOUSES
Statutory requirements for tax-free exchanges,

2:55, 2:60

‘‘STARKER EXCHANGES’’
Defined, 1:2

STATUTORY REQUIREMENTS FOR
TAX-FREE EXCHANGES

Generally, 2:1 to 2:95
Accommodation exchanges, generally, 2:66,

2:67, 2:71
Alternative tests and distinct assets, 2:10
Buyer accommodation exchange examples, 2:66,

2:71
California requirements, 2:94, 2:95
Condominium conversions, qualified purpose

requirement, 2:37
Conservation easements, 2:30
Consolidated returns. See index heading

CONSOLIDATED RETURNS

Constructive ownership rules, exchanges between
related persons, 2:86

Conversion of personal residence to qualified use,
qualified purpose requirement, 2:51

Conversion of qualified use property to personal
residence, qualified purpose requirement,
2:52

Cooperative apartments, 2:29
Corporations. See index heading CORPORATIONS

Crops, like-kind requirement, 2:19
Dealer property, qualified purpose requirement,

2:35 to 2:27
Death of taxpayer, same taxpayer requirement,

2:56
Deed, contracts for, 2:5
Deferred exchanges, 2:53, 2:71

TAX-FREE EXCHANGES UNDER SEC. 1031
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STATUTORY REQUIREMENTS FOR
TAX-FREE EXCHANGES—Cont’d

Delaware statutory trusts and other grantor trusts,
2:8

Direct deeding, 2:66, 2:68
Donations before and after exchange, qualified

purpose requirement, 2:39
Easements, 2:30
Example transactions, generally, 2:64 to 2:71
Exceptions to two year holding period. Related

persons, exchanges between, below
Exchange requirement, generally, 2:62 to 2:71
Foreign property, 2:90
Form FTB 3840 and instructions, App. 2B
Forward exchanges, 2:53, 2:71
Gas interests, like-kind requirement, 2:16
Gifts before and after exchange, qualified

purpose requirement, 2:39
Grantor trusts, same taxpayer requirement, 2:57
Holding period, qualified purpose requirement,

2:33
Improvements to be constructed, 2:15, 2:24
Inherently permanent structures, 2:11
Inherited property, qualified purpose requirement,

2:41
Intangibles, 2:13
Intent to exchange, qualified purpose require-

ment, 2:34
Interest of landlord, like-kind requirement, 2:26
Intermediaries, exchanges with, 2:63
Interstate exchanges, 2:91
Land or real estate contracts, 2:5
Land trusts, 2:7
Leasehold interests

improvements, 2:24
interest of landlord, 2:26
like-kind requirement, generally, 2:23 to 2:28
PILOT program, 2:28
prepayment of rent as replacement property,

2:27
term of leasehold, 2:25

Life estate remainders, 2:21
Like-kind requirement

generally, 2:14 to 2:31
conservation easements, 2:30

Like kind requirement
cooperative apartments, 2:29

Like-kind requirement
crops, 2:19
easements, 2:30
improvements to be constructed, 2:15, 2:24
leasehold interests, above
life estate remainders, 2:21
oil, gas and mineral interests, 2:16
options, 2:20
partition of undivided interests, 2:22

STATUTORY REQUIREMENTS FOR
TAX-FREE EXCHANGES—Cont’d

Like-kind requirement—Cont’d
purchase contracts, 2:20
reversions and other partial interests, 2:21
royalties, 2:16
timber and timberland, 2:17
unharvested crops, 2:19
Water rights and water space superjacent to

land, 2:18
Limited liability companies, 2:6, 2:58 to 2:60
Losses in exchanges, 2:63, 2:72, 2:88
Mineral interests, 2:16
Mortgages and other indirect interests in real

property, 2:4
Multi-member limited liability company

interests, 2:6
Non-basis shifting transactions, exchanges

between related persons, 2:80
Non-conformity to IRC § 1031, state taxation,

2:93
Non-grantor trust distributions before and after

exchange, qualified purpose requirement,
2:40

Non-qualified intermediary exchanges, 2:63
Non recognition requirement, generally, 2:2 et

seq.
Nonrecognition transactions, exchanges between

related persons, 2:79
Oil interests, like-kind requirement, 2:16
Options, like-kind requirement, 2:20
Partial interests, like-kind requirement, 2:21
Partition of undivided interests, like-kind require-

ment, 2:22
Partnerships, 2:6, 2:58
Personal residence. Qualified purpose require-

ment, below
PILOT program, leasehold interests, 2:28
Pot exchange example, 2:68
Prepayment of rent as replacement property,

leasehold interests, 2:27
Prohibition of acquiring replacement property

from related party when relinquished prop-
erty is transferred to unrelated party, 2:81 to
2:83

Purchase contracts, like-kind requirement, 2:20
Qualified intermediaries, exchanges with, 2:63,

2:69 to 2:71
Qualified purpose requirement

generally, 2:32 to 2:52
condominium conversions, dealer property,

2:37
conversion of personal residence to qualified

use, 2:51
conversion of qualified use property to

personal residence, 2:52
dealer property, 2:35 to 2:27
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STATUTORY REQUIREMENTS FOR
TAX-FREE EXCHANGES—Cont’d

Qualified purpose requirement—Cont’d
gifts and donations before and after exchange,

2:39
holding period, 2:33
inherited property, 2:41
intent to exchange, 2:34
non-grantor trust distributions before and after

exchange, 2:40
other real property held primarily for sale, 2:38
personal residence and qualified use, property

held as and for
generally, 2:42 to 2:46
reporting exchange and allocation of

liabilities, 2:46
same dwelling unit, 2:44
separate dwelling unit, 2:43
vacant land, 2:45

related party, sale to avoid dealer status, 2:36
reporting exchange and allocation of liabilities,

property held as personal residence and
for qualified use, 2:46

safe harbor, vacation homes, 2:48, 2:49
same dwelling unit, property held as personal

residence and for qualified use, 2:44
Section 121 gain exclusion, vacation homes,

2:50
separate dwelling unit, property held as

personal residence and for qualified use,
2:43

vacant land, property held as personal resi-
dence and for qualified use, 2:45

vacation homes
generally, 2:47 to 2:50
safe harbor, 2:48, 2:49
Section 121 gain exclusion, 2:50

Real property requirement
generally, 2:3 to 2:13
alternative tests and distinct assets, 2:10
inherently permanent structures, 2:11
proposed regulations, 2:9 to 2:13
structural components, 2:12

Regulations, 2:9 to 2:18
REITs and other indirect interests in real prop-

erty, 2:4
Related persons, exchanges between

generally, 2:74 to 2:88
avoidance of related party status, 2:87
constructive ownership rules, 2:86
definition of related person, 2:85 to 2:87
exceptions to two year holding period

generally, 2:77 to 2:80
non-basis shifting transactions, 2:80
nonrecognition transactions, 2:79
undivided interests, 2:78

STATUTORY REQUIREMENTS FOR
TAX-FREE EXCHANGES—Cont’d

Related persons, exchanges between—Cont’d
losses, deductions of, 2:88
non-basis shifting transactions, exceptions to

two year holding period, 2:80
nonrecognition transactions, exceptions to two

year holding period, 2:79
other issues, 2:88
prohibition of acquiring replacement property

from related party when relinquished
property is transferred to unrelated party,
2:81 to 2:83

relinquished property, transfer of only to
related party, 2:84

step transaction doctrine, 2:88
tolling of two year holding period, 2:76
two year holding period, generally, 2:75 to

2:80
undivided interests, exceptions to two year

holding period, 2:78
Remainders, 2:21
Reporting exchange and allocation of liabilities,

property held as personal residence and for
qualified use, 2:46

Requirements of IRC § 1031(a)(1) and (2), gener-
ally, 2:2

Revenue Procedure 2008-16, App. 2A
Reversions, like-kind requirement, 2:21
Royalties, like-kind requirement, 2:16
Safe harbor, vacation homes and qualified

purpose requirement, 2:48, 2:49
Sale-leaseback transactions, 2:73
Same dwelling unit, property held as personal

residence and for qualified use, 2:44
Same taxpayer requirement

generally, 2:54 to 2:61
corporations, 2:61
death of taxpayer, 2:56
grantor trusts, 2:57
limited liability companies, 2:58 to 2:60
partnerships, 2:58
spouses, 2:55, 2:60

Scope of chapter, 2:1
Section 121 gain exclusion, vacation homes and

qualified purpose requirement, 2:50
Securities. Exclusions from non recognition treat-

ment, above
Seller accommodation, simultaneous exchange

example with, 2:67
Separate dwelling unit, property held as personal

residence and for qualified use, 2:43
Simultaneous exchanges, generally, 2:63, 2:66 to

2:69
Single member limited liability companies, 2:59,

2:60
Spouses, same taxpayer requirement, 2:55, 2:60
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STATUTORY REQUIREMENTS FOR
TAX-FREE EXCHANGES—Cont’d

State laws, 2:91 to 2:95
Step transaction doctrine, 2:88
Stock and other indirect interests in real property,

2:4
Structural components, 2:12
Swap or two-party exchange example, 2:65
Term of leasehold, like-kind requirement, 2:25
Timber and timberland, like-kind requirement,

2:17
Tolling of two year holding period, exchanges

between related persons, 2:76
Transferable development rights, 2:31
Trusts

Delaware statutory trusts and other grantor
trusts, 2:8

land trusts, 2:7
same taxpayer requirement, 2:57

Two-party exchange example, 2:65
Two year holding period. Related persons,

exchanges between, above
Undivided interests, exchanges between related

persons, 2:78
Unharvested crops, like-kind requirement, 2:19
Vacant land, property held as personal residence

and for qualified use, 2:45
Vacation homes

qualified purpose requirement, above
Revenue Procedure 2008-16, App. 2A

Water rights and water space superjacent to land,
like-kind requirement, 2:18

Withholding, 2:92, 2:95

STEAM EQUIPMENT
Personal and multiple property exchanges, 5:4

STEP TRANSACTION DOCTRINE
Statutory requirements for tax-free exchanges,

2:88

STRUCTURING NON-SAFE HARBOR
EXCHANGES

Reverse and improvement exchanges, 8:42

SUBSTANCE OVER FORM DOCTRINE
Problems in exchanging, 9:15 to 9:21

SUBSTANTIAL AUTHORITY
Tax consequences of an exchange, penalty stan-

dards applicable to disallowed exchanges,
4:53

SUBSTANTIAL CONTINGENCY
Deferred exchanges, safe harbors, 6:47 to 6:51

SURPLUS OR DEFICIENCY
Personal and multiple property exchanges, 5:24

SUSPENSION OR REVOCATION
Deferred exchanges under regulations, 6:21

SWAPS
Current problems. See index heading CURRENT

PROBLEMS IN EXCHANGING

Personal and multiple property exchanges, 5:10
Statutory requirements for tax-free exchanges,

2:65

TAX CONSEQUENCES OF AN EXCHANGE
Generally, 4:1 to 4:61
Allocation of basis between land and improve-

ments, 4:46
Amount of gain in exchange, simple rules for

determining, 4:2
At risk recapture, 4:39
Attorneys’ fees, treatment of, 4:14
Audits, 4:56
Bargain sale to charity or gift, basis in, 4:48
Basis of property received in an exchange

allocation of basis between land and improve-
ments, 4:46

charity, basis in bargain sale to, 4:48
depreciation method of replacement property,

4:47
detailed example of gain and basis determina-

tion, 4:56 to 4:59
determination of, generally, 4:45 to 4:50
gift, basis in, 4:48
involuntary conversion, basis of replacement

property acquired with proceeds from,
4:49

simple rules for determining basis of replace-
ment property, 4:2

unadjusted basis immediately after acquisition
(UBIA) for the purposes of IRC § 199A,
4:50

Boot
defined, 4:5
offset rules, 4:6
reporting installment notes received as, 4:23,

4:24
Brokerage commission expenses, 4:14
Built-in gains and Section 1031, 4:40
Charity, basis in bargain sale to, 4:48
Commissions, treatment of, 4:14
Computation of realized and recognized gain,

4:57
Costs and expenses, treatment of, 4:14
Depreciation and investment tax credit recapture

generally, 4:26 to 4:30
Basis computation in exchanges with section

1245 or section 1250 recapture, 4:34
Other recapture provisions, 4:35

Capital gain rate of 25% for depreciation, 4:37
Computation of recapture income, 4:32

INDEX
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TAX CONSEQUENCES OF AN EXCHANGE
—Cont’d

Depreciation and investment tax credit recapture
—Cont’d

Exchanges with section 1245 property and
section 1250 property, 4:33

method of depreciation of replacement prop-
erty, 4:47

Other recapture provisions, 4:36
Section 1245 recapture, 4:27 to 4:30

recovery property, 4:30
Valuation, 4:29

Section 1250 recapture, 4:31
Detailed example of gain and basis determina-

tion, 4:56 to 4:59
Determining gain under regulations, generally,

4:3 to 4:17
Distribution of exchange funds, failure of quali-

fied intermediary to distribute, 4:25
Escrow accounts used during deferred exchanges

of like-kind property, App. 4E
Escrow fees, treatment of, 4:14
Examples

calculation of realized and recognized gains
under regulations, 4:14

gain and basis determination, 4:56 to 4:59
Expenses, treatment of, 4:14 to 4:16
Failure of qualified intermediary to distribute

exchange funds, 4:25
Finder’s fees, treatment of, 4:16
Foreign Investment in Real Property Tax Act

(FIRPTA), compliance with, 4:54
467 loans, 4:12
Gain and basis determination, detailed example

of, 4:56 to 4:59
Gift, basis in, 4:48
‘‘Growth factor’’ received in deferred exchange,

4:44
Healthcare tax on investment income, 4:38
Holding periods, 4:51
Installment sales, reporting of, 4:22 to 4:24
Interest and penalty standards applicable to disal-

lowed exchanges, 4:53
Interest received in forward exchange, 4:44
Intermediary fees, treatment of, 4:14
Internal Revenue Service form 1099 reporting of

real estate transactions, 4:55
Investment income, healthcare tax on, 4:38
Investment tax credit recapture. Depreciation and

investment tax credit recapture, above
Involuntary conversion, basis of replacement

property acquired with proceeds from, 4:49
IRS Form 8824, 4:58, 4:60, App. 4D
Liabilities, generally, 4:7 to 4:13
Like-kind exchanges

IRS Form 8824, App. 4D

TAX CONSEQUENCES OF AN EXCHANGE
—Cont’d

Like-kind exchanges—Cont’d
non recognition of losses on, 4:18
reporting an exchange, generally, 4:52

Loan fees, treatment of, 4:14
MACRS replacement property, 4:47
Mortgages

expenses of mortgage insurance, treatment of,
4:16

placing mortgages on relinquished or replaced
property, 4:22, 4:23

Multiple real properties, exchange of, 4:13
Non recognition of losses on like-kind property,

4:18
Nonrecourse liability, 4:7
Notice of non recognition transfer, 4:54
Other property, tax consequences of transfers of,

4:5, 4:20, 4:21
Passive losses, treatment of, 4:19
Penalty standards applicable to disallowed

exchanges, 4:53
Personal residence gain exclusion, exchange

with, 4:21
Points, treatment of, 4:15
Premiums, treatment of, 4:14
Prepaid rent, treatment of, 4:8, 4:12, 4:14
Qualified escrow or trust accounts, 4:44
Real estate transactions, Internal Revenue Service

form 1099-S reporting of, 4:55
Realized gains, 4:4, 4:14, 4:17, 4:57
Recapture. Depreciation and investment tax

credit recapture, above
Recognized gains, 4:5, 4:14, 4:17, 4:57
Recording fees, treatment of, 4:16
Recourse liability, 4:7
Regulations, determining gain under, 4:3 to 4:17
REIT issues related to Section 1031, 4:41
Related persons, exchanges of tax-exempt use

property by, 4:42
Relinquished property

generally, 4:9 to 4:11
defeasance, 4:11
detailed example of gain and basis determina-

tion, 4:56 to 4:59
mortgages on relinquished property, treatment

of, 4:22, 4:23
settlement statement for, App. 4A
treatment of exchange expenses and other

transactional costs, 4:15
unsecured liabilities, 4:10

Replacement property
depreciation method of, 4:47
detailed example of gain and basis determina-

tion, 4:56 to 4:59
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TAX CONSEQUENCES OF AN EXCHANGE
—Cont’d

Replacement property—Cont’d
involuntary conversion, basis of replacement

property acquired with proceeds from,
4:49

MACRS replacement property, 4:47
mortgages on, 4:22
settlement statement for, App. 4B
simple rules for determining basis of, 4:2

Replacement property, liabilities, 4:8, 4:16
Reports and reporting

exchange, reporting an, 4:52
installment notes received as boot, 4:23, 4:24
reverse exchange, reporting on IRS Form

8824, 4:60
Reserves required by lender, treatment of, 4:16
Reverse exchange, reporting on IRS Form 8824,

4:60
Scope of chapter, 4:1
Section 1245 recapture in exchange transactions,

4:27 to 4:30
Section 1250 recapture in exchange transactions,

4:31
Section 2032A property, exchanges of, 4:43
Security deposits, treatment of, 4:16
Settlement statements, App. 4A, App. 4B
Summary of results of detailed example, 4:59
Tax-exempt use property, exchanges of, 4:42
Tax Reform Act of 1986, 4:31
Title insurance costs, treatment of, 4:16
Trading up or down, generally, 4:2
Transactional costs and expenses, treatment of,

4:14 to 4:16
Transfer taxes, treatment of, 4:14
Trusts used during deferred exchanges of like-

kind property, App. 4E
Two taxable years, exchanges over, 4:24
Umbrella mortgages, treatment of, 4:9
Unadjusted basis immediately after acquisition

(UBIA) for the purposes of IRC § 199A,
4:50

Withdrawal of equity out of property, 4:2
Worksheet, use of, 4:57, App. 4C

TAX CUTS AND JOBS ACT OF 2017
Generally, 3:20, 3:21
Qualified opportunity zone funds, 1:32
Reverse and improvement exchanges, 8:26

TAX-EXEMPT USE PROPERTY
Tax consequences of an exchange, 4:42

TAXIS
Personal and multiple property exchanges, 5:4

‘‘TAXPAYER’’
Defined, 1:2

TAXPAYER RELIEF ACT OF 1997
History, statutory development and background

for regulations, 3:17

TAX REFORM ACT OF 1984
History, statutory development and background

for regulations, 3:5 to 3:7

TAX REFORM ACT OF 1986
Tax consequences of an exchange, 4:31

TAX REPORTING REQUIREMENTS
Reverse and improvement exchanges, 8:26

TAX RISKS
Current problems. See index heading CURRENT

PROBLEMS IN EXCHANGING

TECHNICAL ADVICE MEMORANDUM
History, statutory development and background

for regulations, 3:28

TELECOPYING
Deferred exchanges under regulations, 6:13

TELEVISION STATIONS
Personal and multiple property exchanges, 5:8

TENANCY IN COMMON
Current problems in exchanging, guidelines, 9:25
Documenting exchange transactions, tenancy in

common agreement, 7:64

TERMINOLOGY OF EXCHANGING
Background and overview of IRC, 1:2

TERRORISTIC ACTION
Identification and receipt requirements, deadline

postponements for persons affected by ter-
roristic action, 6:4

THIRD PARTIES
Current problems in exchanging, 9:38
Reverse and improvement exchanges, 8:42

THREE PROPERTY RULE
Deferred exchanges under regulations, 6:16
Personal and multiple property exchanges, 5:12

TIMBER
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:17

TIME OR DATE
Deferred exchanges under regulations, 6:2 to

6:11
Distribution of exchange funds, failure of quali-

fied intermediary to distribute, 4:25
Personal and multiple property exchanges, 5:6
Tax Reform Act of 1984, statutory development

and background for regulations, 3:7

INDEX
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TIME OR DATE—Cont’d
Unadjusted basis immediately after acquisition

(UBIA) for the purposes of IRC § 199A,
4:50

TITLE COMPANIES AND TITLE
INSURANCE

Deferred exchanges under regulations, 6:13
Tax consequences of an exchange, 4:16

TITLEHOLDER
Reverse exchanges. See index heading REVERSE

AND IMPROVEMENT EXCHANGES

TRACTORS AND TRAILERS
Personal and multiple property exchanges, 5:4,

5:30

TRADE-INS
Personal and multiple property exchanges, 5:11

TRADING UP OR DOWN
Tax consequences of an exchange, 4:2

TRANSACTIONAL COSTS
See index heading COSTS AND EXPENSES

TRANSFER TAXES
Tax consequences of an exchange, 4:14

TRUCKS
Personal and multiple property exchanges, 5:4

TRUSTS
Deferred exchanges under regulations, 6:32, 6:35
Qualified accounts. See index heading QUALIFIED

ESCROW OR TRUST ACCOUNTS

Statutory requirements for tax-free exchange. See
index heading STATUTORY REQUIREMENTS FOR

TAX-FREE EXCHANGE

Tax consequences of an exchange, App. 4E

TWO HUNDRED PERCENT RULE
Deferred exchanges under regulations, 6:17

TWO-PARTY EXCHANGE EXAMPLE
Statutory requirements for tax-free exchanges,

2:65

UMBRELLA MORTGAGES
Tax consequences of an exchange, 4:9

UNHARVESTED CROPS
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:19

UNIFORM DEFINITIONS
Background and overview of IRC, 1:2

USE OF EQUITY
Disadvantage in limitation on, 1:30

VACANT LAND
Statutory requirements for tax-free exchanges,

property held as personal residence and for
qualified use, 2:45

VESSELS
Personal and multiple property exchanges, 5:4,

5:30

VOTING GUIDELINES
Current problems in exchanging, 9:25

WATER
Statutory requirements for tax-free exchanges,

like-kind requirement, 2:18

WIFE AND HUSBAND
Statutory requirements for tax-free exchanges,

2:55, 2:60

WITHDRAWAL OF EQUITY OUT OF
PROPERTY

Tax consequences of an exchange, 4:2

WITHHOLDING
Statutory requirements for tax-free exchanges,

2:91, 2:95

WORKSHEETS
Documenting exchange transactions, 7:58
Tax consequences of an exchange, 4:57, App. 4C

WRAP NOTES
Current problems in exchanging, 9:39
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