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DISCLOSURE

• This presentation provides information, rather than advice or opinion, 
and is intended solely for your personal reference.  Such information 
is subject to change without notice, its accuracy is not guaranteed and 
it may not contain all material information necessary to formulate any 
plan of action.  It is accurate to the best of the author’s knowledge, as 
of today’s date.  

• Examples are for illustrative purposes only and will not be applicable 
in many situations.  Please contact your professional adviser for your 
situation and those situations of your clients.  Sandy Shelton PLLC 
makes no representation regarding, and assumes no responsibility or 
liability for, the accuracy or completeness of, or any errors or 
omissions in, any information contained herein. 
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Overview

• 1031 LIKE KIND EXCHANGES

• EFILING 

• BENEFICIAL OWNERSHIP 
INFORMATION

• GIFTING REAL ESTATE

• SHORT TERM RENTALS

• GAIN CALCULATION ON SALE 
OF RENTAL PROPERTY

• WHAT’S CHANGING



1031 LIKE KIND 
EXCHANGES  

• IT’S THE BEST WAY TO DEFER TAX

• MUST BE REAL ESTATE (ANY KIND)

• NOT PERSONAL PROPERTY OR FLIPS

• SHOULD NOT BE YOUR PERSONAL 
RESIDENCE

• MUST USE AN INTERMEDIARY

• SUGGESTION- MEET WITH AN 
INTERMEDIARY TO UNDERSTAND THE 
RULES.  THEY ARE COMPLEX



WHAT TO REMEMBER

• MANDATORY (WHEN YOU REPLACE LIKE KIND PROPERTY)

• YOU MIGHT DO THIS WHEN THE SELLER DOES NOT HAVE PURCHASE MONEY

• USE A 1031 GAIN WHEN:

 THERE IS A LOT OF GAIN TO REPORT

 BECAUSE HEIRS GET A STEP UP IN BASIS UPON YOUR DEATH

• AVOID A 1031 EXCHANGE WHEN:

•  YOU HAVE DEPRECIATION RECAPTURE

• YOU RECEIVE CASH

• THE GAIN IS NOT SUBSTANTIAL (USING AN INTERMEDIARY COST MONEY)

• WHEN YOUR TAXABLE INCOME IS BELOW $100,000

• DEBT IS INVOLVED WHERE YOUR OVERALL DEBT IS REDUCED 



AND MORE TO REMEMBER

• CAN STILL SELL TO RELATED PARTIES, BUT THERE IS A TWO-YEAR 
HOLDING REQUIREMENT FOR BOTH PARTIES

• FAILURE TO DO SO VOIDS THE EXCHANGE IN THE YEAR OF 
DISQUALIFICATION

• YOU CAN PULL MONEY OUT (REFINANCE), JUST DON’T DO IT RIGHT 
AWAY – MUST HAVE A BUSINESS PURPOSE

• IT’S TRICKY, BUT YOU CAN CONVERT A VACATION HOME TO A RENTAL 
AND THEN DO A 1031 EXCHANGE

• LAST TRICK – AFTER TIME, MOVE INTO THE PROPERTY, CONVERTING 
IT TO A PRINCIPAL RESIDENCE, KEEP 2 YEARS, AND SELL IT!



REVERSE EXCHANGES 
CALLED A STRIKER 
EXCHANGE

• WHEN YOU BUY PROPERTY BEFORE 
YOU HAVE SOLD YOUR PROPERTY

• RULES ARE THE SAME, JUST IN 
REVERSE ORDER.  IN OTHER WORDS, 
YOU WOULD NEED TO IDENTIFY THE 
PROPERTY(IES) YOU ARE SELLING 
BEFORE YOU HAVE SOLD YOUR 
PROPERTY



SOME JOKES

WHAT DO COMPUTERS EAT FOR LUNCH?

• MICHROCHIPS

I COULDN’T FIGURE OUT WHY THE BASEBALL 
KEPT GETTING LARGER AND LARGER.

• THEN IT HIT ME.

HOW MANY DANCE INSTRUCTORS DOES IT 
TAKE TO CHANGE A LIGHTBULB?

• FIVE…SIX….SEVEN….EIGHT



EFILING IS A 
MUST

IF YOU FILE 10 OR MORE FORMS, YOU MUST EFILE

FORMS CONSIST OF INFORMATIONAL ONES LIKE 1099S, 
1098S, W-2S, 

TAX RETURNS INCLUDING PAYROLL FORMS 

BEST SITE I HAVE FOUND IS:  TAX1099.COM

ONCE YOU FILE ONE YEAR, ALL THE INFORMATION IS THERE 
THE NEXT YEAR, SO YOU ARE NOT REINVENTING THE WHEEL

COST IS UNDER $5 IF YOU WANT THEM MAILED, $3 IF NOT

THEY WILL ALSO FILE YOUR BOI



BENEFICIAL OWNERSHIP 
INFORMATION

SEE ATTACHED









GIFTING REAL ESTATE

• JUST NOT A GOOD IDEA.

• THIS IS USALLY DONE WHEN PARENTS GIVE THEIR HOMES TO THEIR 
CHILDREN TO QUALIFY FOR MEDICARE PROGRAMS

• THIS IS HARD TO DO, SHOULD MEET WITH AN ESTATE ATTORNEY

• ONCE GIFTED, THE BASIS OF THE GIFTED PROPERTY IS THE BASIS OF THE 
OWNER.  EG IF THE HOME WAS BOUGHT IN 1975 FOR $25000 AND IT IS 
NOW WORTH $250,000, WHEN GIFTED, YOUR BASIS IS $25000.  WHEN 
SOLD, THE GAIN OF $225,000 IS SUBJECT TO CAPITAL GAINS TAX

• BETTER, JUST DIE.  HEIRS GET A STEP UP IN BASIS.  OR SELL IT, TAKE 
ADVANTAGE OF THE PRINCIPAL HOME SALES OF RESIDENCES, AND JUST 
GIVE THE MONEY TO ME (OOPS, MEANT “TO YOUR KIDS”



SHORT TERM RENTALS

• IF THE AVERAGE STAY IS 7 DAYS OR LESS AND SUBSTANTIAL SERVICES ARE 
PROVIDED, RENT IS A TRADE OR BUSINESS, REPORTABLE ON SCHEDULE C. 

• DIRECT EXPENSES (CLEANING THE UNIT) ARE 100% DEDUCTIBLE, INDIRECT 
(LIKE MORTGAGE INTEREST, LAWN CARE) ARE PRO RATED.

• IF IT IS A BUSINESS, YOU WILL PAY SELF EMPLOYMENT TAX. 

• IF YOU MATERIALLY PARTICIPATE, THEN ANY LOSS CAN BE OFFSET AGAINST 
OTHER ORDINARY INCOME (SUCH AS A W-2).

• IF YOU DON’T MATERIALLY PARTICIPATE, AND YOU HAVE A LOSS, YOU DO 
NOT QUALIFY FOR THE $25,000 SPECIAL ALLOWANCE FOR REAL ESTATE 
RENTALS

• IF IT IS NOT A BUSINESS, REPORT ON SCHEDULE E



AND……

• AFTER A TALKING SHEEPDOG GETS ALL THE SHEEP IN 
THE PEN, HE REPORTS  BACK TO THE FARMER:  “ALL 40 
ACCOUNTED FOR.” “BUT I ONLY HAVE 36 SHEEP” SAYS 
THE FARMER.

• WAIT FOR IT………….

• “I KNOW” SAYS THE SHEEPDOG.  “I ROUNDED THEM 
UP”



CALCULATION OF SALE OF RENTAL PROPERTY 
DEC 2024, 14 YEARS S/L DEP $200,000

HOUSE BOUGHT IN JAN 2010, $100K, $85K HOUSE, $15K LAND

     HOUSE  LAND

SALES PRICE ALLOCATED   $170,000  $30,000

DEPRECIATION TAKEN    $47,372  0

BASIS = $52628    $ 37,628  $15,000  

GAIN=$147372    $117,372 $15,000

TAX AT 28% ON DEP TAKEN   $ 13,264

TAX AT 20% MAX   $ 14,000  $ 3000

TOTAL TAX $30,000 MAX   $27,264  $3,000

EXCLUDING THE STANDARD DEDUCTION, IF THE TAXPAYERS (JOINT) HAD WAGES OF $50,000, 
TAX WOULD BE $23,308.  IF THE TAXPAYERS HAD NO OTHER INCOME, TAX WOULD BE $15,394

   
 









THINGS THAT ARE CHANGING

• THE QBI DEDUCTION GOES AWAY AFTER 2025

• AS DOES THE LARGER STANDARD DEDUCTION, LOWER INCOME TAX 
RATES

• WHAT’S GOING TO HAPPEN WITH TRUMP IN OFFICE.  MORE THAN 
LIKELY, A LOT OF THE PROVISIONS WILL BE EXTENDED OR MADE 
PERMANENT.

• QUESTIONS?



Questions?

Sandy Shelton PLLC

336 392 2353
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