
YOUR 1031 EXCHANGE PLAN
WHY EVERY EXCHANGER SHOULD HAVE A PLAN
What has been described as the ‘greatest wealth building tool ever developed for real estate investors’ continues 
to hide in plain site within the Internal Revenue Code. Known as a Section 1031 exchange, it allows investment or 
income property owners the ability to sell a highly appreciated property and replace it with another, while at the 
same time deferring their capital gain and depreciation recapture taxes.

Now, while 1031 exchanges don’t have to be difficult, there are some key rules and requirements set forth by the 
IRS for how a proper and compliant 1031 exchange can be completed. For instance, in order to have a completely 
tax deferred transaction, the Exchanger must replace the entire value of the property they are selling within 180 
days, identify what they intend to purchase within 45 days of their sale, move all their equity from the old property 
to the new property, and replace their debt. And, to the extent the Exchanger does not meet these thresholds, 
they will likely owe tax on the difference.

While the requirements just listed can seem somewhat arbitrary, they are generally considered both reasonable 
and worthwhile since the ultimate benefit represents a huge boost to an investor’s buying power because of the 
unprecedented tax deferral.

In order to benefit from the extra buying power and tax savings it is critical that every Exchanger understand the 
underlying math of your exchange and the individual Replacement Property benchmarks which could make the 
difference between a successful exchange and a failed one. Essentially, you need a 1031 Plan.

Earlier, you provided us with some detail of your Relinquished Property sale. With that information, we have 
prepared these targeted benchmarks for your Replacement Property purchase in order for you to have a fully tax 
deferred exchange.  

YOUR 1031 EXCHANGE PLAN
EXCHANGER’S NAME :

REPLACEMENT PROPERTY PURCHASE PRICE :

REPLACEMENT PROPERTY DOWNPAYMENT :

AMOUNT OF NEW REPLACEMENT PROPERTY DEBT :



THERE ARE DIFFERENT TYPES OF EXCHANGES
There are different types of tax deferred exchanges that you may utilize depending on your situation. For 
instance, you can compete a standard deferred or delayed exchange if you expect to sell an old property and 
replace it with a new one within 180 days. Or, if you need to add improvements to a new property, you may 
need to consider an improvement or construction exchange? Likewise, if you find yourself in a situation where 
you need to buy before you can sell, you’ll need to consider a reverse exchange. 

THE PROPERTIES YOU EXPECT TO EXCHANGE MUST BE CONSIDERED ‘LIKE KIND’
The Internal Revenue Service requires that the property you sell, as well as the property you buy must be 
like-kind. And, like kind means one of two things. Either property held for investment, or property held for 
income. This would usually exclude your personal residence.  

YOU MUST UTILIZE THE SERVICES OF A QUALIFIED INTERMEDIARY
The IRS requires that your exchange be completed with the assistance of a Qualified Intermediary or facilitator. 
You should use a well-established firm like 1031 Library, so you know that your exchange documentation will 
be correct and that your exchange funds will be safely held in a specifically restricted 1031 exchange account 
between the time you sell and the time you buy.

YOU HAVE A TOTAL OF 180 DAYS TO COMPLETE YOUR EXCHANGE
You must complete your sale and purchase within a total of 180 days or whenever your tax return is due. The 
tax return qualifier means that if you start your exchange late in the year, you might have to file for an 
extension in order to receive your full 180 days.

YOU MUST IDENTIFY CANDIDATE REPLACEMENT PROPERTIES WITHIN THE FIRST 
45 DAYS
While you have a total of 180 days to complete your 1031 exchange, the IRS requires that you identify your 
candidate or target Replacement Properties within the first 45 days of your exchange period. This identification 
is usually made to your Qualified Intermediary by completing a form which is kept in your exchange file. Since 
the 45 day identification period moves so quickly, start looking for new property as early as possible in the process. 

IF YOU ARE HAVING TROUBLE FINDING A REPLACEMENT PROPERTY, CONTACT US
We understand that current market conditions can make it difficult to get a new property identified and under 
contract. If you are nearing the end of your 45 day ID Period without a replacement property, ask us about 
access to investment grade property alternatives. We’ll put you in touch with investment professionals who 
can show you interests in commercial income properties which are managed for you and where your share of 
the rents is sent to you monthly. The minimum is typically $50,000.

A FEW OTHER 1031 EXCHANGE GUIDELINES FOR YOUR BENEFIT

To ensure compliance with requirements imposed by the IRS, we inform you that the information posted within 
this plan does not contain anything that is intended as legal or tax advice, and that nothing herein can be relied 
upon as legal or tax advice. In assisting with your Section 1031 tax-deferred exchange, 1031 Library cannot advise 
the owner concerning specific tax consequences or the advisability of a tax-deferred exchange for tax purposes. 
We recommend that anyone contemplating an exchange seek the advice of an accountant and/or attorney.

855-255-1031 1031Library.com
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