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1 0 3 1  E x c h a n g e
A 1031 exchange allows you to defer the capital gains that would arise from
the sale of an investment property by reinvesting the proceeds into another,
like-kind property. This allows you to apply the entire amount of equity to
acquire substantially more replacement property. 

BENEFITS  OF A  1031  EXCHANGE 
There are a multitude of benefits to a 1031 exchange. Here are some of the
typical reasons our clients exchange: 

Mainta in ing Equi ty
Property that is sold can be subject
to taxation. A properly-executed
exchange offers investors the
opportunity to hold onto their
equity without being subject to
heavy capital gains taxes. 

Estate  P lanning
A common problem among family
members inheriting a large piece of
real estate is agreeing on what to
do with the property over time. A
1031 exchange provides family
members with the opportunity to
acquire several properties in
exchange for one large property
enabling each family member to
realize his or her individual
investment objective. 

Investment  Divers i f icat ion  
A 1031 exchange provides an
investor with the opportunity to
diversify his or her investments
regionally and characteristically. An
apartment building in Los Angeles,
for example, can be exchanged for
a rental condominium in Portland,
Oregon and a small shopping strip-
mall in New York, New York. 
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Property  Management  
Active investors may amass several
diversified investment properties
over a period of many years.
Managing and maintaining a group
of properties can become
cumbersome. Through a 1031
exchange, a far-reaching group of
properties can be exchanged for a
single property with an onsite
manager thus making
management and oversight a much
easier process. 

The Peak Corporate Network is a brand that
represents a group of related separate legal entities,
each providing its unique set of real estate services. 

We’re  proud to  be  a  part  of  
PEAK COMPANIES!



T H E  V A R I E T I E S  O F  E X C H A N G E  

Simultaneous  Exchange 
A simultaneous exchange takes place when
ownership of both the relinquished property
and replacement property transfers
concurrently. 

Reverse  Exchange 
In a reverse exchange, the replacement
property is identified and purchased before
the relinquished property is sold. Title of the
replacement property must be held by the
Qualified Intermediary until the sale of the
relinquished property, which must take place
within 180 days. The exchange is then
completed when the deed of the replacement
property is transferred back to the exchanger. 

Improvement  Exchange 
An improvement exchange, also referred to as a Construction Exchange or Build-to-Suit Exchange,
is conducted when the exchanger either makes improvements to an identified replacement
property or, constructs a new replacement property. The Qualified Intermediary makes payments
to contractors and suppliers who are contracted for renovation of the property. The procedure is
completed when the exchanger is given back the title of the replacement property. 
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Delayed Exchange 
The delayed exchange, most common
nationwide, occurs whenTThe relinquished
property closing occurs prior to the
acquisition of the replacement property.
Taxpayer has 45 days to identify the
replacement property and 180 days to
complete the purchase. 



R E Q U I R M E N T S

1 . The property sold and the property purchased must be held for productive use in a trade or
business, or for investment. 
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2 . If the relinquished property is in the United States, then the replacement property (property
purchased with the proceeds from the sale of the relinquished property) must also be in the
United States. Foreign property exchanges are permitted as long as both the relinquished and
replacement properties are outside of the United States. 

3 . The properties must be of “like-kind” in nature, and with respect to real estate 1031 exchanges,
all real property is like-kind. The IRS does not specify the quality or grade of the two
properties. 

4. In order to obtain the full benefit of a tax deferral: 

a . The replacement property must be of equal value to or greater value than the
relinquished property. 

b. The relinquished and replacement properties cannot be used by the investor as a
primary residence, and dealer property held for resale cannot be exchanged. 

5 . All proceeds from the sale of the relinquished property must go directly to the Qualified
Intermediary and eventually, to the purchase of the replacement property. 

6 . The taxpayer selling the relinquished property must be the same taxpayer purchasing the
replacement property. 



R U L E S  O F  I D E N T I F I C A T I O N  

1 . Three Property Rule: The exchanger may identify up to three potential replacement
properties without regard to fair market value. 
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2 . 200% Rule: The exchanger may identify more than three properties as long as their
aggregate fair market value at the end of the identification period does not exceed 200%
of the aggregate fair market value of all the relinquished property as of the date of
transfer. 

3 . 95% Rule: The exchanger may identify any number of properties, regardless of combined
fair market value, on condition that the exchanger purchases 95% of the value of the
identified properties. 

There are benefits and challenges with each of these rules of identification. Peak 1031
Exchange specialists are always available to assist you in deciding which would be best suited
for your individual situation. 

One of the three following rules must be adhered to when identifying your replacement property: 



1 . Contact Peak 1031 Exchange to begin your 1031 exchange. 
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2 . Peak 1031 Exchange will draft an exchange agreement and the related documents to be
executed prior to the closing of your relinquished property(s). 

3 . When your relinquished property closes, the 45-day and 180-day timelines begin; start
searching for a Replacement Property(s). 

T I M E L I N E

IRC § 1031 requires that a replacement property must be identified within 45 days of the
closing date of the relinquished property being sold. (Note: IRS “may” grant extensions
only during Presidentially-declared disasters, terroristic or military action but will not
grant extensions on a case by case basis). The replacement property must be purchased
before the 180th day after the sale of the exchanged property or by the exchanger’s tax
return due date of that year; whichever comes first. 

EXCHANGE T IME INTERVAL

DATE OF
RELINQUISHED

PROPERTY SALE

45 DAYS 180 DAYS

IDENTIF ICATION
OF REPLACEMENT
PROPERTY

PURCHASE OF 
REPLACEMENT PROPERTY

1 0 3 1  E X C H A N G E  P R O C E S S  

4. Within 45 days of the close of your relinquished property(s), provide written and signed
identification of the potential replacement property(s) to Peak 1031 Exchange. 

5 . Within 180 days of the close of your relinquished property(s), determine which
replacement property(s) you will be purchasing, and Peak 1031 Exchange will prepare the
necessary exchange documents and deliver them to you or your closing agent. 

6 . Peak 1031 Exchange will send your proceeds to the closing agent to close the purchase of
your replacement property(s). 
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E X A M P L E  O F  A  1 0 3 1  E X C H A N G E  
The following is an example of how a 1031 exchange would be
carried out. The last chart compares a typical sale and when an
investor conducts a 1031 exchange: 

Disclaimer: Peak 1031 Exchange does not provide
tax or legal advice. Investors should always seek

the advice of their tax and/or legal advisors
regarding their specific situation. 

Bill has decided to sell the
condominium (relinquished
property) he has owned for 6
years. He runs the following
numbers to see how he will
benefit the most. 

YOUR SCENARIOYOUR SCENARIO

Original Condominium
Purchase Price 

Capital Improvements Made 

Property Depreciation 

Condominium
Adjusted Basis $470,000

-$80,000

+$50,000

$500,000

Net Sales Price 

Sales Expenses 

Condominium Sales Price $1,500,000 

-$120,000 

$1,380,000 

Net Sales Price 

Condominium
Adjusted Basis 

Realized Gain $910,000 

-$470,000 

$1,380,000 

Estimated Taxes Due 

Capital Gains
(15% * $830,000) 

Depreciation Recapture
(25% * $80,000) $20,000 

$124,500

$144,500 

Now Bill determines the
realized gain: 

Bill has been advised by his
tax consultant to engage in
a tax deferred exchange.
Bill’s real estate broker
discovers an apartment
building (replacement
property) for $2,750,000.
First, he must determine his
estimated tax. 

1031 EXCHANGETYPICAL SALE

Realized Gain 

Estimated Taxes Due 

Equity to Reinvest $765,000 

-$144,500 

$910,000 
Through the use of a 1031
exchange, Bill deferred his
capital gains and
depreciation recapture taxes
and had $144,500 more to
invest into a replacement
property. 

$910,000 

$0 

$910,000 



F A Q

I s  ‘ tax-deferred ’  the  same as  ‘ tax- f ree ’?  
No. In a 1031 exchange, you defer paying the capital gains taxes on your Relinquished Property. The
tax basis from that property is carried over to the Replacement Property. When you finally sell the
Replacement Property, without doing an exchange, you will pay the tax at that time. However, you
may repeat the deferral process over and over again, from property to property, until death. 

Can I  use  my personal  res idence ,  2nd home,  or  vacat ion  home in  a  1031
exchange?  
No primary residence will qualify for a 1031 exchange. Vacation homes or second homes may
qualify if the relinquished property is owned by the taxpayer for at least 24 months prior to the
exchange and the replacement property is held by the taxpayer for at least 24 months following
the exchange. In each of the two 12 month periods, (1) the taxpayer rents the dwelling unit at fair
rental value to another person for 14 days or more and (2) the taxpayer’s personal use of the
dwelling does not exceed the greater of 14 days or 10 percent of the number of days during the 12
month period that the dwelling unit was rented at fair rental value. 
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I f  my property  i s  in  Ca l i forn ia ,  can  I  t rade  i t  for  a  property  in  another
state?  
Yes. 1031 exchanges are applicable anywhere in the United States. Foreign properties DO NOT
qualify. 

Can I  buy  a  1031  Replacement  Property  and later  move into  i t?  
Generally, your intention at the time of purchase will determine this answer. If you are acquiring a
property to live in it, even at a later date, it will not be an appropriate Replacement Property.
However, if you acquire it as an investment, and as a result of a later change in circumstance you
must occupy it, it may or may not have negative tax consequences. You should consult your tax
advisor. 

What  funds  need to  be  re invested  in  an  exchange?  
To defer ALL of your capital gains tax, (1) the value of the replacement property(s) must be equal to
or greater than the net selling price (value) of the relinquished property, (2) all of the equity must
be reinvested and (3) you must replace the amount of debt that was paid off on the relinquished
property with new debt of an equal amount on the replacement property. If you are unable to
satisfy these requirements, you can still do a ‘partial’ 1031 exchange, but any funds not reinvested
create tax liability. 



F A Q

How long must  I  ho ld  acqui red  property  to  qua l i fy?  
The IRS has no specific time limits written into the law. Generally, property held longer than 2 years
is acceptable; property held for a lesser period of time may raise a red flag and be subjected to
greater scrutiny. The primary factor is, “What is your intention for the property at the time of
purchase?” Your intention should be for long term investment and/ or appreciation. You cannot
intend to buy property to “flip” it (a fast re-sale) for a quick profit. You should consult your tax
advisor to review your individual circumstances. 

What  wi l l  Peak  1031  Exchange  do  for  me?  
We can provide you guidance, draft the required documentation, coordinate with the escrow
officer or closing agent, work with you and your advisors, and generally be available to help. Most
of all, using Peak 1031 Exchange will give you peace of mind and enable you to complete a valid
tax-deferred exchange. 
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Are  there  spec ia l  s tate  withhold ing ru les?  
Yes. If you sell property in certain states, there are rules requiring withholding of a certain
percentage of the sales price. In most cases, there is an exemption for 1031 exchanges. 

I ’ ve  dec ided to  use  Peak  1031  Exchange !  What ’s  my next  s tep?  
Give us a call at (866) 357.1031 or email us at info@peakexchange.com. 
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E l e v a t i n g  Y o u r  P e r s p e c t i v e
O n  R e a l  E s t a t e .  C l e a r l y .

At Peak Companies entities provide a full array of comprehensive real estate services nationwide.
In 1991, two respected leaders in the real estate community established Peak Companies as an
investment vehicle for real estate private equity opportunities. In the years to follow, the
organization assembled an unparalleled suite of real estate services that delivers innovative
solutions to both real estate investors and consumers alike. Operating as the Peak Companies, this
multi-entity brand is recognized in the market as a “one- stop-shop” for “Everything Real Estate”
Real Estate. Clearly.

We not only bring creative ideas and solutions to our clients, we provide a shared culture of
information thus allowing us to pool resources and personalize our service for maximum value. 

P E A K  C O M P A N I E S  P O R T F O L I O  O F  S E R V I C E S

OUR SERVICES

P e a k  C o m p a n i e s  i s  a  b r a n d  t h a t  r e p r e s e n t s  a  g r o u p  o f  r e l a t e d  s e p a r a t e  l e g a l  e n t i t i e s ,  e a c h  p r o v i d i n g  i t s  u n i q u e  s e t  o f  r e a l  e s t a t e  s e r v i c e s .

1 0 3 1  E x c h a n g e
I n t e r m e d i a r i e s

M o r t g a g e  &
F i n a n c i a l  S e r v i c e s

F o r e c l o s u r e  S e r v i c e s C o m m e r c i a l  S e r v i c e s

A s s e t  &  P r o p e r t y
M a n a g e m e n t

H o s p i t a l i t y  &
C o m m e r c i a l  R e n o v a t i o n

I n s u r a n c e  S e r v i c e s

S h o r t  S a l e
N e g o t i a t i o n / W o r k o u t
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S t e v e n  R o s a n k s y ,  E s q .  
S e n i o r  D i r e c t o r  o f  E x c h a n g e s  
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