1031 Exchanges Looking for Love in Eastern US Markets

Section 1031 seems virtually unknown to the right coast 
while widely utilized as a tax free advantage on the left coast
San Diego, CA. Never before in United States real estate history have investors stood with so much appreciation in real estate in such a short period of time (1994-2004). Never before has the tax code as it relates Section 1031 been so straightforward and simplified for the real estate investor to sell property, realize gain, and roll that gain into new property without the tax bite.

The history of the tax code pursuant to IRC Section 1031 is striking when viewed against one simple critical factor that runs through real estate: Real Estate is a local business. In some ways this explains why a Federal Tax Code called Section 1031, which has so much value for investors, has not found its way into the common everyday transactions that occur on the East Coast of the USA.

Section 1031 allows investors from both coasts, and points in between, to defer all state and federal capital gains taxes, including depreciation. Why is it being used so advantageously and differently on the West Coast?  Isn’t deferring your taxes and reallocating your real estate portfolio to achieve maximum return with the least amount of tax bite as important to easterners as to westerners?

Most of the reasons are simple:

· Realtors on the east coast were never exposed to or educated about Section 1031.

· East Coast accountants are more fearful and unfamiliar with 1031 than their West Coast counterparts as a result of the lack of familiarity with these types of transactions.

· Attorneys (the east has far greater attorney closings than in the west) are less likely to suggest or endorse 1031’s, for the same reasons.

· Culturally, there seems to be a different attitude amongst East Coast investors as to the likelihood of successfully concluding an exchange due to the longer timetable it takes to conclude real estate transactions than in the West. This is generally true, due to the fact that people are more cautious in general. Also, attorneys do not tend to be so sales-driven.

1031 Exchange Advantage, with east coast offices in New Jersey, Maryland, New York, Pennsylvania and Florida, is working to change these perceptions and is making strides in spreading the word about tax free exchanges. David Greenberger, President of 1031 Exchange Advantage, stated, “A 1031 exchange provides substantial advantages to an investor. He can trade up, using someone else’s money (the bank’s) and he can shelter taxes due by deferring them on an ongoing basis using Section 1031. By sheltering the gain, and deferring all state and federal taxes, he is able to unlock the biggest impediment to a high rate of return: excess equity.”

1031 Exchange Advantage (www.1031exchangeadvantage.com) helps analyze the investors’ goals, such as wealth accumulation, cash flow, relocation or retirement, helping investors achieve an optimum strategy for maximizing their objectives while taking advantage of tax free provisions under the current income and estate tax codes. David P. Greenberger is a real estate attorney who has been helping investors profit from the sale and acquisition of real property for over 20 years. He is a frequent speaker and trainer on the subject of 1031 exchanges.
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