
Seller Financing in a 1031 Exchange

The Seller, Taxpayer in a 1031 Exchange, provides Seller 
Financing to make the transaction happen  

The Seller Financing is documented by a Note and 
Mortgage/Deed of Trust or a Contract for Deed from the Buyer to 
the Seller

To avoid “actual receipt” the Note is made payable to 
Accruit LLC as Qualified Intermediary f/b/o

 (Client/Taxpayer)

Mortgage, or Security Instrument, should reflect the 
same parties as the Note

The Client (Taxpayer) can transfer the Note to the Replacement Property (RP) 
Seller if he/she is willing to take it as part of purchase price

Alternatively, the Client (Taxpayer) can use their own funds or borrow funds in 
order to exchange the Note held by the QI for cash

The QI on behalf of the Client (Taxpayer) uses the cash to acquire 
the Replacement Property at closing 

The QI assigns the Note and Security Instrument to the Client (Taxpayer) and the 
exchange is complete

The Client (Taxpayer) gets tax deferral on the sale and only reports the 
interest received over time, but the principal payments are tax 
deferred
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NOTE

QI

NOTE

QI

TAX 
DEFERRAL!

Note: This material is intended to be used as an informational piece. It is not intended to be relied upon, or viewed in any way, as legal advice, and is furnished for purposes of convenience only. As a qualified intermediary, we are prohibited from providing tax or legal 
advice. (“Exchangor" or "Exchanger") Individual or entity desiring an exchange.Taxpayers must seek such counsel from their advisors.

CONTACT US 
Shelter 1031, LLC, an affiliate of Accruit, 
shelter1031.com • exchange@shelter1031.com • (866) 477-1031 


