1031 Exchange Conversation
Starter Guide

When to bring up a 1031 exchange and what to say next

A 10371 exchange may be worth mentioning when a client is selling investment or business-use
real estate and may want to reinvest the proceeds into another qualifying property.

You do not need to be a tax expert or explain every rule. The goal is simply to recognize when a
client may benefit from speaking with someone who handles 1031 exchanges every day.

Spot the opportunity

« Selling a rental property

» Selling commercial real estate

= Selling raw land held for investment

= Selling one investment property to buy another

= Consolidating several properties into one larger asset

= Moving from active property management into a more passive investment structure
« Repositioning investments into a different geographic market

= Thinking about long-term estate or wealth planning

Simple questions to ask

- Has the property appreciated significantly?

 |s the client planning to buy another investment property?

- Would the client benefit from keeping more proceeds available for reinvestment?
« |s the client concerned about capital gains taxes?

 |s the client selling investment or business-use property, not a primary residence?
= |s the client early enough in the transaction to explore options before closing?

If the answer to any of these questions is yes, it may be a good time to introduce the idea of a
1031 exchange.
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What to say next

You do not have to explain every rule, timeline or tax detaial. Once a potential 1031 exchange
opportunity comes up, keep the next step simple:

“Would you want to defer capital gains taxes on this sale of you could?

Or use a softer version:

"This might not apply to your situation, but since this is an investment property, would you be
interested in exploring whether you could preserve more of the proceeds for your next

investment? If so, | can connect you with someone who can walk you through the options.”

From there, Secure 1031 Exchange Services, LLC can answer questions, explain the basic
requirements and help determine whether an exchange may be a fit.

What not to say

To avoid sounding like you are giving tax or legal advice, don't use defininitive statements like:

 “You qualify for a 1031 exchange.”

 “This will save you money.”

* “You can completely avoid paying capital gains taxes.”
* “You have plenty of time to decide.”

* “You can decide after the closing.”

Better phrasing
Use language that keeps the conversation helpful without overstepping:

* “The timing rules are strict, so it's imperative that you explore options before your sale closes.”

« “Are we at the point where you'd like to review a checklist to see if this property might qualify?”

* “This may be worth discussing with someone who can look at your specific situation.

- “| can connect you with someone who handles 1031 exchanges and can walk you through the
next steps.”

Who to contact if your client wants to learn more:

Secure 1031 Exchange Services, L1.C
Sean M. Culhane, Esq.
secure1031@esecuritytitle.com

(601) 966 - 3593
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