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Top Ten Reasons to 1031 Exchange
 
 
#10   To consolidate or diversify
real estate investments.  By selling
multiple properties and buying one
larger replacement property, you
lessen management responsibilities
and may also be able to
geographically consolidate property.
For those investors who own one larger property, exchanging can
allow them to sell and diversify into other types or locations
without having to pay any tax.
 
#9      To pull equity out tax-free by refinancing.   One of the
primary advantages of a 1031 exchange is not having to pay tax
that otherwise might be due. One disadvantage is that all of the
proceeds must be reinvested in the new property to defer all taxes.
Investors can convert their equity into cash by completing the
exchange-- using little or no leverage on the replacement
acquisition-- and then subsequently refinancing the property. The
refinancing proceeds are not taxable.
 
#8      To change your real estate investment to a different asset
class. There are times one particular asset class, like office, may be
on a long-term downward trend. Exchanging can allow an investor
to move out of office property into another type of property that
may be on the rise.
 
#7      To transfer a greater amount of wealth to your children
through a step up in basis. When you sell highly appreciated
property later in life, it lessens the value of your estate because of
the tax that was paid. It also fails to capitalize on the principle of
compounding.  A 1031 exchange is the perfect tool to maximize the
value of your estate and build greater wealth for your heirs.
Additionally, upon your death, your heirs receive a step up in basis,
so tax is never paid.
 
#6      To enjoy similar benefits when selling other qualified
property such as collectibles, equipment, planes, musical
instruments and more.  The general rule is "if you can depreciate it,
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you can exchange it."  Examples of equipment include leased cars,
cranes, heavy moving equipment, tractor trailer trucks and printing
presses, just to name a few.  Examples of collectibles include rare
wine, art, certain types of coins, stamps or cars.  The  tax deferral
benefits are available to these types of assets too.
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QUESTION CORNER 
 
How do I report a 1031 exchange on my tax return?
  

 You or your tax professional should use
IRS form 8824, "Like-Kind Exchanges". 
Usually, you would report the
transaction in the year the relinquished
property was sold.  But if your exchange
fails and the cash is distributed in the
succeeding tax year, you may choose
which year to report.  Some of the
information required includes a
description of the properties sold and
acquired and the date of your ID letter. 

Additionally, the form will ask if a related party was involved in
either the sale of the relinquished property or the acquisition of the
replacement property. Reporting requirements are further outlined
in IRS publication 544.

ADE - Our mission is to help clients maximize the benefits of
1031 exchange transactions .  The innovative techniques
and proprietary process we have developed set us apart.
 
A key element in a successful exchange is locating and
acquiring the right replacement property.  Our affiliate
company,  Strategic Real Estate Investment Solutions
(SREIS), provides NNN, opportunistic and customized
replacement property choices.
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