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Course Description

This book is designed to survey selected “hot” topics having a direct impact on the
property owner and investor. The emphasis is on problem areas where the unwary
beginner and expert alike can be trapped. You will learn to identify dangers involving
installment sales, imputed interest, exchanging, equity participation, condemnation,
passive loss rules, and transactions with foreign investors.
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Program Delivery Method: Self-Study (NASBA QAS Self-Study/interactive)

Subject Codes/Field of Study:
NASBA (CPA), CFP Board of Standards, Inc.:, NAPFA Taxes.
IRS (EA, OTRP): Federal Tax Law.
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Instructions for taking this course

Note: Download and save the PDF of this course to your computer for future reference,
and to enable the search function (Menu: Edit>Find) and bookmarks (icon on
left side of document window) for easier navigation.

You must complete this course within one year of the date of purchase (if you do not complete

the course within one year, contact us to determine whether an updated edition of the course

is available, in which case we will provide you with a PDF of the updated course and the online
exam at no charge).

A passing grade of at least 70% is required on the final exam for this course. You may retake
the exam if you do not pass it on the first attempt (no charge).

Complete the course by following the learning objectives listed on the following pages and at
the beginning of each chapter, studying the chapter-text, then studying the review questions at
the end of the chapter. Once you have completed each chapter and you are confident that the
learning objectives have been met, answer the final exam questions for that chapter online (see
exam question numbers for each learning objective on the following pages). As an alternative,
you may complete the entire exam after studying the entire text.

Instructions for Taking the Final Exam Online
e Login to your account online at www.bhfe.com.
e Go to "My Account” and view your course.
e Select “Take Exam"” for this course and follow instructions.

Additional Information

e The exam may be started, stopped, then resumed at a later date.

e The exam is "open book," it is not timed, and it may be retaken if not passed
on the first attempt (no charge).

e Results (correct, incorrect answers) and certificate appear immediately upon
passing the exam.

e CFP® and EA credits are reported weekly.

Have a question? Call us at 800-588-7039 or email us at contact@bhfe.com.
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Learning Assignments & Objectives

(Table of Contents follows the Learning Objectives)

)As a result of studying each assignment, you should be able to meet the objectives listed
below each assignment.

ASSIGNMENT SUBJECT
Chapter 1Tax Economics
At the start of Chapter 1, participants should identify the following topics for
study:
* Financial fundamentals and tax planning elements
* Taxable income
* Tax-free income
* Tax-deferred income
* Tax-sheltered income
* Budgeting
* Cash
* Acquisition
* Assets
* Management
Learning Objectives
After reading Chapter 1, participants will be able to:
1. Determine what constitutes building an estate, preserving wealth, and
distributing assets in the context of financial fundamentals and tax planning
elements.
2. Identify types of income, from a financial and tax perspective, to be budg-
eted into cash so that income-producing assets can be acquired and man-
aged for an effective investment plan.
3. Recognize the types of fringe benefits that employers can provide to em-
ployees tax-free.
4. Specify budget rules, ways that cash can be used, guidelines that should
be applied when purchasing assets, and money management rules.
After studying the materials in Chapter 1, answer the exam questions 1 to 8.
ASSIGNMENT SUBJECT

Chapter 2 Installment Sales & Time Value of Money
At the start of Chapter 2, participants should identify the following topics for
study:

* Installment method

* Imputed interest

*0ID

* Real property sales & casual sales of personal property
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* Related party sales
* Like-kind exchanges
* Contingent payments or price
* Dealer dispositions
* Installment obligations in excess of $5 million
* Dispositions of installment obligations
Learning Objectives

After reading Chapter 2, participants will be able to:
1. Recognize the importance of the installment method, select require-
ments set forth in §453 to determine whether the installment method may
be used, and specify terminology associated with the installment method.
2. Determine the impact of §483 (imputed interest rules) and §§1271
through 1274 (original issue discount rules) on installment sales.
3. Specify the rules associated with real property sales and casual sales of
personal property, the superstructure of provisions associated with the re-
lated party rules of §453, and the exceptions that override basic installment
planning.
4. Identify how the contingent payment sales have changed due to the In-
stallment Sales Revision Act of 1980, specify other contingent payment
rules, and determine circumstances when dispositions of installment obli-
gations occur.

After studying the materials in Chapter 2, answer the exam questions 9 to 23.

ASSIGNMENT SUBJECT

Chapter 3 Mortgage Finance
At the start of Chapter 3, participants should identify the following topics for
study:

* Mortgage costs
* Interest deduction
* Interest-free & below-market rate loans
* Imputed interest & OID
* Shared appreciation mortgages
* Tax treatment overview
* Types of equity participation debt
* Tests to determine what constitutes interest
* Option & conversion rights
* Convertible indebtedness
Learning Objectives
After reading Chapter 3, participants will be able to:

1. Identify mortgage financing specifying advantages and disadvantages
and determine how to amortize mortgage costs.




2. Determine interest using Deputy v. DuPont, 308 U.S. 488, and specify key
aspects of personal interest, investment interest, prepaid interest, and
points.
3. Recognize interest-free or below-market interest rate loans and how
they relate to lenders’ interest income and borrowers’ interest paid under
§7872.
4. Identify long-term financing techniques and characteristics of a shared
appreciation mortgage and their impact on lenders and borrowers.
5. Specify tests that determine what constitutes interest and their effect on
the tax treatments of equity participation, and identify equity participation
debt.

After studying the materials in Chapter 3, answer the exam questions 24 to 37.

ASSIGNMENT SUBJECT

Chapter 4 Home Sales & Like-Kind Exchanges
At the start of Chapter 4, participants should identify the following topics for
study:

* Home sales under §121
* Special rules for ownership & use requirements
* Prorata exception
* Three elements of like-kind exchanges
* Related party exchanges
* Like-kind requirement for personal property
* Multiple asset exchanges
* Identification requirements for delayed exchange regulations
* Actual & constructive receipt rule for delayed exchange regulations
* Exchanges of partnership interests

Learning Objectives

After reading Chapter 4, participants will be able to:

1. Identify the elements of the $500,000 home sale exclusion, how to apply
it, and specify safe harbor regulations associated with the home sale exclu-
sion.
2. Determine the advantages of §1031 exchanges, its requirements, and the
types of true exchanges, and cite the rules of boot and their effect on like-
kind exchanges.
3. Recognize the regulations for related party exchanges, foreign real prop-
erty exchanges, and multiple property exchanges, and specify the former
codification systems and how they related to exchanged depreciable tangi-
ble properties.
4. Identify the regulations for delayed (deferred) exchanges, specify safe
harbors that can be used without risk of actual or constructive receipt, and
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determine what partnership interests may be exchanged under §1031 and
those that may not.

After studying the materials in Chapter 4, answer the exam questions 38 to 49.
ASSIGNMENT SUBJECT

Chapter 5 Involuntary Conversions
At the start of Chapter 5, participants should identify the following topics for
study:

* Threat of condemnation
* Property voluntarily sold
* Easements
* Condemnation award
* Severance damages
* Special assessment withheld from an award
* Gain or loss from condemnations
* Postponement of gain
* Replacement period
* Related party rule
Learning Objectives

After reading Chapter 5, participants will be able to:
1. Identify condemnations and involuntary conversions under §1033 rec-
ognizing their impact on the recognition of gain or loss.
2. Specify variables of a condemnation award including their effect on in-
come and the cost of newly acquired property.
3. Determine severance damages and recognize the complexity of their
treatment.
4. Cite the rules on the reporting of payments associated with involuntary
conversions, determine gain postponement choices, and specify the related
party rule.

After studying the materials in Chapter 5, answer the exam questions 50 to 58.

ASSIGNMENT SUBJECT

Chapter 6 Passive Loss & At-Risk Rules
At the start of Chapter 6, participants should identify the following topics for
study:

* Passive loss rules

* Material participation

* Activity definition

* Passive & nonpassive activities

* Passive activity loss

* Rental activities

* Recharacterization of passive income
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* Passive activity credits
* Passive activity audit guide
* At-risk limits
Learning Objectives

After reading Chapter 6, participants will be able to:
1. Identify the basic types of income and the “buckets” of income and loss
under §469 that can control what a taxpayer can deduct against other in-
come.
2. Recognize the suspension of disallowed losses and how it relates to pas-
sive losses, and specify the special rules for types of transfers that are not
deemed to be fully taxable dispositions.
3. Identify taxpayers subject to §469 and whether clients fall into one of the
categories of taxpayers who are subject to the passive loss rules.
4. Specify ways that a taxpayer can avoid having an activity become subject
to the passive loss limits identifying the requirements for each, and recog-
nize the effects of the §469 limitations on credits and losses from passive
activities.
5. Identify an activity and passive activity loss, determine the treatment of
carryover losses and the allocation process, recognize the characterization
of gain from the exchange, sale, or other disposition of an interest in prop-
erty used in an activity or held through a partnership or S corporation, and
cite the special rule for rental real estate.
6. Specify the recharacterization rules under the regulations, determine
passive activity credits, recognize the benefits and uses of the passive activ-
ity audit guide, and identify the impact of the at-risk limit rules.

After studying the materials in Chapter 6, answer the exam questions 59 to 74.

ASSIGNMENT SUBJECT
Chapter 7 Sales by Foreign Investors
At the start of Chapter 7, participants should identify the following topics for
study:
* FIRPTA

* United States real property interests
* United States property holding corporations
* Exceptions to U.S. property holding corporations
* Foreign corporations
* Distributions
* Withholding & reporting requirements
* Non-foreign affidavit
Learning Objectives
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After reading Chapter 7, participants will be able to:
1. Recognize the requirements of the Foreign Investment in Real Property
Tax Act of 1980, determine a United States real property interest using
§897 to determine what dispositions by foreign investors will be taxed.
2. Identify interests in foreign corporations that can be used to avoid taxes
on their disposition, and improve reporting of U.S. real property interests
by foreign investors.

After studying the materials in Chapter 7, answer the exam questions 75 to 76.
ASSIGNMENT SUBJECT
Chapter 8 REITs

At the start of Chapter 8, participants should identify the following topics for

study:
* Benefits of REIT pools
* Advantages over limited partnerships
* Organizing a REIT
* Self-liquidating REITs
* Taxation

Learning Objectives

After reading Chapter 8, participants will be able to:
1. Cite reasons for establishing a REIT that generate annual income that is
tax-sheltered and is apt to grow over time, specify advantages that REITs
have over limited partnerships and their effect on investments and share-
holders, and recognize the development of the self-liquidating REIT.
2. Identify how management operates a REIT, determine ways that REITs
and the fees they pay their advisers can grow, and specify requirements
with regards to organization, operation, assets, and income that are set
forth in §856 through §858.

After studying the materials in Chapter 8, answer the exam questions 77 to 80.

Notice

This course and test have been adapted from materials and information contained in the above
text and any supplemental material provided. This course is sold with the understanding that
the publisher is not engaged in rendering legal, accounting, or other professional advice and
assumes no liability whatsoever in connection with its use. Since laws are constantly changing,
and are subject to differing interpretations, we urge you to do additional research and consult
appropriate experts before relying on the information contained in this course to render profes-
sional advice.
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REAL ESTATE TAX PLANNING

By
Danny C. Santucci

The author is not engaged by this text or any accompanying electronic media in
the rendering of legal, tax, accounting, or similar professional services. While the
legal, tax, and accounting issues discussed in this material have been reviewed
with sources believed to be reliable, concepts discussed can be affected by
changes in the law or in the interpretation of such laws since this text was print-
ed. For that reason, the accuracy and completeness of this information and the
author's opinions based thereon cannot be guaranteed. In addition, state or local
tax laws and procedural rules may have a material impact on the general discus-
sion. As a result, the strategies suggested may not be suitable for every individu-
al. Before taking any action, all references and citations should be checked and
updated accordingly.

This publication is designed to provide accurate and authoritative information

in regard to the subject matter covered. It is sold with the understanding that the

publisher is not engaged in rendering legal, accounting, or other professional

service. If legal advice or other expert advice is required, the services of a com-
petent professional person should be sought.

—-From a Declaration of Principles jointly adopted by a committee of the
American Bar Association and a Committee of Publishers and Associations.

Copyright July 2021
Danny Santucci




TABLE OF CONTENTS

CHAPTER 1 - TAX ECONOMICS. ..ot 1-1
Financial FUNAAmMENTALS ... bbbt be e b e 1-1
TaX PIaNNING EIBMENTS ......oiiiiiiieieiti ettt ettt bbbt st e e s e e st e e e sbae e snbe e sabeesnbeeans 1-2
ASSELS, INCOME, & CASN ..ottt et e et saee e sane s 1-2

g To] o o =TT TP UT PR OUPPTTRPPPPRN 1-3
I Lo TSP P PP 1-3
Income SPLittiNG/MALCRING ......cocueiiiiie e 1-4
LI (=TT SO P PP 1-5
FrINGE BENETILS ...ttt sttt et eabe e 1-5
I (2] (- 1o TP P PR 1-6
Section 1034 Sale or Exchange of Residence - Repealed............ccocceiiiiiiiiiniiiiiic e 1-6
Section 1031 “Like-Kind” EXCRANGES.........coiuiaiiiiiiiiiiie ettt 1-6
(@] 01 T0] S SRR TRUPRUPRPI 1-7
Deferred COMPENSALION. ........ciiuiiiieieitii ettt ettt et b et e sbe e s nbe e e sbeeesneeeanbeaans 1-7
Qualified Corporate RetiremMent PIanS..........cocio i 1-7
SeIf-eMPIOYEA PIANS ...ttt eaae e 1-9
Individual REtireMENt ACCOUNTS .......vieiiiieiiie ittt bbb et seaeeseneas 1-9
INSEAHMENT SAIES.....c ittt e seaeesene s 1-9
TAX-SNEITEIEU. ...ttt b e h et e bt e e bt e e sbe e nbe et e e e be e nes 1-10
Age 55 EXCIUSION - REPEAIEA. ........ooiiiiiiiie it 1-10
Home Sale EXCIUSION = 8121 .. ..ooiiiiiiieiii ettt 1-10
MUNICIPAI BONGS......ceieiiiiie ettt sb et e ebb e et e sbe e neee 1-11
GITLS & INNEITTANCES ...ttt bbb et sae e e sabe e beeen 1-11
() o U T o RO UPR TR 1-11
L2 TW o [o1=1 T T IR PP OTRTRTRTO 1-13
RUIE #1: EXPENSES = BOU0 ...c.eeeeteee ittt ettt ettt et ee et e et e e e sabe e snbe e sbe e e ebeeeeneeas 1-13
RUIE #2: TAXES = 2000 ..ttt ettt ettt ettt b et eb bt et e et et e st e e e sabe e sabeeenbeeesrbeeenbeas 1-13
RUIE #3: SAVINGS = 1000 ....ee ittt ettt sa ettt et e e sebe e sabe e abe e s araeeenneas 1-13
RUIE #4: EAUCAIION = 100 ... teeeiteee ettt ettt sae ettt ettt e sabe et e e be e e nbe e e aneeas 1-14
LOF: T o TP PU TR 1-14
Yol [0 1LY 1 £ o PO TP OU PP RURRTRROTIN 1-14
F ] £ TP O PP UPUPPTPPP 1-14
Y TaE=To T g a1t o | T T PP PR PO PUPP PP 1-14

CHAPTER 2 - INSTALLMENT SALES & TIME VALUE OF MONEY 2-1

INSEAHMENT IMELNOM........oo o e e s e e e e e e s s e et b ba e e e e e e s s eabraeeeas 2-1
REGUITEIMEINTS ...ttt ettt etttk et e s b e e sh b e e sa b e e s ab e e e b e e e ehte e embe e anbe e e be e e abeeenneeas 2-1
FOMMUIA ..ot e e s e e e e e e e s ettt e e e e eee s s ettt beeeeeessseabbbeeeeeeeesaaaes 2-2
(B 1C] ] T [0 LSRR OPU PR 2-2

IMPULEA INTEIESE & OID ...ttt ettt b et e e h e e sa e e s st e e s sb e e e sbbeesmbeesnbeasnbeaans 2-6
(000] 101 0] 123 41 YR TSPV 2-6

ST =N L B 0T OSSP PPOP PP 2-6

Section 483 - IMPULEH INEEIESE ........eiiiiie ettt sb e sebe e e e e seee 2-6




N CE] 0] 01 o] PR RTRTRN 2-6

IMPULEA INTEIESE RALES ... eeeetee ettt ettt bttt e b et e sbe e e sbbe e snbe e e nbe e e e 2-7
Small TranSaction EXCEPLION ... .....cuuiiiiiiiiie ittt ettt s sabe e 2-7
Intra-family Land EXCEPION. ........ioiiieiiieiie ettt 2-7
BT PP OPR 2-7

SECtiONS 1271-1274 & OlD ....ccuiiiiiiiiieiiee ittt 2-7

OID RELES ....eeiieiecteee et 2-8
BT PPN 2-8
Cash Method Debt InStrument EXCEPLION. ........cciuiiiiiiiiii ettt 2-8

CompPULALION OF OID ...ttt sabe e e e sba e e srbeesneeas 2-8

Personal Use Property - Buyer’s Deduction of Imputed INterest ...........ococoiieeiieiiciniiniee e, 2-8
Payments, Mortgages, Recapture & REPOSSESSION .......cc.uieiuiiiieiiiieiieiesiieaieeaieeestee e seee e e e e e neee e 2-10

Real Property Sales — Payments After Year 0f Sale........coccviiiiiiiiiiii e 2-10

MoOrtgage iN EXCESS OF BASIS........uiiiiiiiiiie ettt ettt ettt sttt ettt et e e e sbe e e sbee e sbbeeabeean 2-11

Wrap-around INAEDEANESS .........oiiiiiiie bbb 2-11

Professional EQUItIES DECISION ........ooiuuiiiiieiiii ettt 2-11

RECAPIIUIE ...ttt ekttt ekttt e e ot et e oo ek bt e e e eab et e e ek be e e e aab et e e e anbe e e e aabbe e e e anrees 2-11
PRACHICAI ISSUBS. ...ttt ettt e b et b b ne e 2-11
Section 1038 - Repossession DY Seller ... 2-12
Repossession of PrinCipal RESIABNCE............ooiiiiiiei i 2-12
REIAEA PArTY SAIES ...ttt et e e bt et e s be e be e e 2-16
RESAIE RUIE ... e bbbt bt bt 2-16

REIALEA PEISONS ...ttt ettt rb et b e bbbttt nb e e be b 2-16

(=] o1 o] 1 PP PR OT R RTR 2-16

DEPreCiable PrOPEITY .......coiiie ittt ettt ettt et e s be e e sbe e e anbeeaaeaaa 2-16

Contingent PAYMENTS OF PrICE ......iiiiiiiiiie ittt sttt ettt ibe et e e be et e e nbeeabeaan 2-19
Installment Sales Revision ACt OF 1980.........ccuiiiiiiiiiiiie e 2-19
Contingent PAYMENT SAIE.........oiiiiiiie ettt eb e 2-19
Maximum Selling Price TranSaCtIONS. ........c.uiiuiiiieie ittt ettt e s e snbeeans 2-19
[ CToT0] ] o101 = L1 o] [ SRR OU PP PURR 2-20
Fixed Payment Term TranSaCtiONS. ........cuiaiuieiiee ittt ettt ettt et e et e e e be e nbe e e sbeeesaee s 2-20
LLOSSES ..ttt et 2-21

No Maximum Selling Price or Fixed Payment TeIrMM ..........cooieiiiiiiiieiiee i 2-21
LLOSSES ..ttt 2-21
INCOME FOreCast IMELNOM .........ooiiiiiiiic bbb 2-22
EIECTION. ... et et 2-22
CAICUIALION ...ttt bbb bbbt st e e sb e nreenbeenneenne e 2-22
SPECIAI RUIES ...ttt b e a bt e s bt e e st be e sebe e sebe e snbe e e e 2-22
(@011 Tor= [ PP 2-23
Repeal of Installment Treatment for Dealer DiSPOSIIONS. .........cciuiiiiiiiieiiiie e 2-23

DETINTTION ...ttt b et b et b e b e b e ne s 2-23

Residential Lot & Timeshare EXCEPLION .......coiuiiiiiiiiii it 2-23

INEEIESt COMPULALION .. .eiitiie ettt ettt ettt et e e sbe e e sbe e e snb e e e be e e nbee e e 2-24

(@011 Tor= [ ]o UPPUPRR 2-24

Installment Obligations in EXCess 0f $5 MIllION ..ot 2-24
COomMPULALTION OF TNTEIEST .....ceiiiiiii ettt ettt be e srbe e eneeas 2-24
DETINITIONS ...ttt b e b bbbttt et e st e nb e re e 2-24

Lo [=T0 o 1o o PP OTRTRUPRO 2-25

Disposition of Installment ODIIGATIONS .........ouiiiiiiii e 2-25
BN OF 0SS, ettt etttk b e bbbt bbbt eb e bt e bt e bbb ne e 2-25

(o=l o[ o] 1 PP RRTRTN 2-25




SUBSEIEULION. ... 2-26

TaAX-TTEE TIANSTEIS ...ttt e bt e eb e et e et e nbe e neee 2-26
CHAPTER 3 - Mortgage FINaNCe ..........cooviiiiiiiie e 3-1
(O Y- U UOT R TOURPUPRPPIN 3-1
TWO MEJOr BENETITS ...ttt ettt sb e sb bt e be e be e e ebee e 3-1
Y o] g o To [l O 0] KPP PP UU PR UPTPPTTUTPRPTI 3-1
YN a0 (o 4 122 [0 o D TP U R UURTTRRRN 3-2
[0S Lo (=T B 001 £ PP OU RO PPUPRPR 3-2
INEEreSt DEAUCTION = 8 163 .......oi ittt ettt ettt et et e e sa e e sabe e s sbe e e be e e snbeeenbeasnbeaans 3-2
PEIrSONAI INTEIEST. ... .eeeeeitet ettt sttt h et e st e e bt e e bt e e bt e e be e e nbe e e sbeeenaee s 3-2
Phase-In Rules (Long, Long Ago in a Galaxy Far AWaY) ........ccccceeiiiiiiiiiniiie e 3-3
INVESEMENT INTEIEST ...ttt ettt e e st e e s skt e e e e s sbb e e e abbe e e e snbneaeanns 3-3
PrePaid INTEIESE ... . eieiiee ettt sttt h e et e s bt e bt e e b bt e e mbe e et e e e nbe e e nbeeennee s 3-3
POINES. .ttt bbbt oo R bt e b e e eE bt e eRbe e R be e eab e e e bt e e enbeeenbeas 3-3
PrepaymMent PENAITY ..........oo ittt ettt et et e sbe e rae e eneeas 3-4
Lender’s Interest Income & Borrower’s INterest Paid.............oovoiuiiiiiiiiiiiiie e 3-4
Interest-Free & Below-Market RAte 08NS ........coouiiiiiiiiiiiie e 3-4
TWO IMPULATIONS ...ttt sttt e bt e e e e bt e e sbe e e e mbe e e be e e nbeeeneee 3-4
BN T U () OO PP UPRTRN 3-4
F AN o] o] 1 Tor= i o] o IO T PP PUTOUPRUPRR 3-4
Categories of Loans & Timing of IMPULALIONS..........cccuviiiiiiiiiiii e 3-6
AL OTNEE LOBNS ...ttt b ettt et e nb e et e e e sbb e e e be e e nbee e e 3-6
Gift & DEMANG LOBNS ... ..ei ittt ettt ettt sbe e et e be e sbe e e sbee e sbneesnbeeanbeaans 3-6
Exceptions to Gift LOAN RUIES ..........ooiiiiiii et 3-6
$10,000 De Minimis EXCEPLION .....cvvviviiieriieieieiieteie ettt seee e 3-6
$100,000 De MinNimis EXCEPLION .......vcuiiieeiieieieiieteie ettt e e seene e 3-7
IMPULEA INTEIESE & OID ... ittt ettt ettt e e ebb e e sbbe e e e e e nbeeesree e e 3-7
L070] 17101 123 (1 1Y SO RS OU RS 3-7
L L 0 RO UR ORI UPROTIN 3-7
OVEISTALEA INTEIEST ...ttt ettt ettt e e b e e ehb e e embe e e be e e asbeeenbeeanbeeanbeeeneee 3-7
Reporting Mortgage Interest Received From Individuals.............cccooiiiiiiiiiiiiieee e 3-7
Equity PartiCipation DEDE............oiiiiiieiie ettt b et re e e 3-10
The Shared Appreciation Mortgage - SAM ... ... 3-10
CharaCteriStiCS OF @ SAM ... ..ottt ettt et e e e aebe e e be e e tee e e 3-10
TaX TrEAIMENT OVEIVIBW ...ttt ittt ettt ettt ettt e e e sbbe e shb e ekt e e be e e abe e e sbeeesbbeesnbeaenbeeearaeenees 3-11
UNSEHIEd TIEAMENT ...ttt ettt seb e s abe e s sna e e anbeeeneeas 3-11
REVENUE RUIING 83-5L ... ittt ettt ettt seb e e e e staeesnaeas 3-11
Types of Equity Participation DDt .............oo i 3-12
CONTINGENT INTEIESE ...ttt ettt sb e e e et e e sab e e ab e e e sbaeesraeesneeas 3-12
Option or ConVErsion RIGNT..........ooiiiiii e 3-12
Does Equity Participation Debt Constitute INtErest?..........cooieiiiiiiiei i 3-12
Basic Tests t0 EStablish INTEreSt.........couiiiiiiiii e 3-12
Farley REAITY COIP. .. eiiiiiiiiii ittt bttt sttt e e sbb e e eab e e nbe e e sraeeseaeas 3-13
KBN@, INC.ee ettt e bt e ekt e e s b et e e et e e e e sab e e e e s nbe e e naneas 3-14
(O T oA = Tod (0] £ PV RP PRSI 3-14
REVENUE RUIING 83-5L ... ittt ettt ettt sab e e abe e e raeesnaeas 3-15
SIgNIfIcaNCe OF R.R. 83-51. ...ttt b e 3-16
Limitations Of R.R. 83-5L ...ttt 3-16

Partnership Recharacterization - CUlbertson RUIE...........cooviiiiiiiiii e 3-16




Tax Consequences of Debt RecharaCterization.............occooiiiiiiiiiiii i 3-17

Option & CONVEISION RIGNTS......coiiiiiiitiiiiiee ittt e e seee e sebe e sre e e 3-18
Original Issue Discount - A Special Issue for Conversion & Option Rights...........cccoeiiiienne. 3-18
CoNnVertible INAEDIEANESS. .......couiiiie et 3-19
Tax ConSequENCES OF CONVEISION ........ciiuiiiitiie it riie ettt ettt e be e b e esrbe e ssbeesbe e ees 3-19
CHAPTER 4 - HOME SALES & LIKE-KIND EXCHANGES................. 4-1
HOME SAIES - L2, ettt b e bt bbb 4-1
OWNErship & USE REQUITEIMENTS........cc.uiiiiie ittt ettt sbe e sabe e sebe e sabee e eeee 4-1
SPECIAI RUIES......cee ettt bttt et e sbe e srae e saae s 4-3
OCCASTONAI ADSENCES. ... ettt ittt ettt ettt sb et esr e e sbeesneenreesreenreea 4-3
Tacking of Prior HOldiNgG Period ..........cocuiiiiiiiiiciee e 4-3
Rental of Personal RESIAENCE .........coviiiiiieiie e 4-4
(DT o €T o U1 o) PP PURP PR 4-4
VACANT LANG ...t ettt b e 4-4
Mixed Personal & Business Use 0f HOME...........ccooiiiiiiiiiiiiiccee e 4-5
Depreciation after May 6, 1997 ........oouii ittt 4-5
D1V o] £ T T PP PP PP PP PSP PR PR 4-5
PrOFata EXCEPLION ....itiiiiiii ittt ettt sttt sttt et e e s bt e et e e e sbb e e eeb e e e nbe e e sbaeesnaeas 4-6
Safe Harbor REQUIALIONS ........couiiiiiiee e 4-7
Change in Place of EMPIOYMENT........c.oiiiiiiiiii e 4-7
HEAIEN ... 4-8
UNTOreSeen CIrCUMSTANCES ........eiuviiiriririiiiesie ettt ne e 4-8
USE OF Old 81034 & 8L21L......eeiieiiiieeiiee ittt ettt et b e b e e 4-9
Limitations 0N EXCIUSION ........civiiiiiiiiiiiie e 4-9
REMAINTET INTEIESTS. ... ittt bbbt bt e bt b re e 4-10
Section 1031 “Like Kind” EXCRANGES......ccouiiiiiiiiie ittt ettt seee e seae e snae e 4-11
EXCNANGE AGVANTAGE ... .ottt ettt bttt ettt e bt e e b e e e sb b e e smbe e e be e e sbeeesbbeennbeas 4-11
IMPOrtanCe OF DETEITAL .........ei ittt neee 4-12
TRFEE EIBMENTS ...ttt b st e s b e e sb e e b e e et b e et e e sbeenbeenreenneen 4-12
EXChange REQUITEIMENT ..ottt ettt seb e e be e e araeesneeas 4-12
TWO-PAItY EXCRANGES. ... eeiiieieiet ettt ettt ebee e 4-12
MUIEE-PAITY EXCRANGES ...ttt eb e ee bbb et ee e sabe e sabe e nbeeeaees 4-13
ALGBISON ...ttt 4-14
BTG ..ottt 4-15
Delayed EXCNANGES ... .eiiiiieiiit ettt bbbttt neee 4-16
Qualified Property REQUITEMENT. ........ii ittt sttt seae e saee s 4-17
Like-Kind REQUIFEMENT ... ...oiiiiiie ettt et sbee e e e ae e 4-17
RUIES OF BOOL ...ttt ettt b e 4-18
Related Party EXCRANGES .....ccouuieiiieiiee ettt ettt ettt sb ettt et e e eb e sbt e e sabe e snb e e s sba e e sbbeesnbeas 4-21
Definition of Related Party ..........ooouiiiiiiiii e 4-21
Exceptions to the TWO Year RUIE.........c.oi it 4-22
CONLrACLUAI PIOTECTION .....eevieitee ittt ettt nb e nr e sr et sbeenreen 4-23
Transactions Between A Partner & Partnership ........cooceeiiiiiiiiiiicieeeeee e 4-23
Foreign Real Property EXCRANGES .......cooiiiiiiiiiiie ittt bbb nneeas 4-23
Qualified §1031 Exchange of Personal Property Repealed ............cccooiiiiiiiiiiiiiienieee e 4-23
Requirements for Personal Property - Prior t0 2018...........coiiiiiiiiiiiieieie e 4-24
Like-Kind OF LIKE-CISS........ccuiiiiiiiriieiie it 4-24
Like-Kind Personal Property - 1dentical.............cocoiiiiiiiiiiiiiiicec e 4-24

Like Class Personal Property - General Asset or Product Class ...........ccceveeeiieeiieciinens 4-24




Five, Four, Then Six Digit Product CIASSES.........ccceeiuiiiiiiiiiieiiie e 4-25

Other Personal PrOPEITY .......coiuii ittt ettt ettt 4-28

MUIEIPIE ASSEE EXCRANGJES ... veieitiee ittt ettt ettt st sebe e 4-28

EXCNANGE GIOUDS. ... e iutieiitie ettt ettt ettt ettt ettt se bttt e bt eb b e e sba e sab e e smbeesbe e s sraeesnneas 4-28

AQgregation & ATOCALION .......coceiiiiiiitie ettt 4-29

Delayed (Deferred) Exchange RegUIatioNns...........oouiiiiiiiiiiiiii e 4-29

Deferred (Delayed) Exchange Definition ...........cocooiiiiiiiiiiii e 4-29

Identification REQUIFEMENTS ... ..ottt be e e eees 4-29

Identification & EXChange Periods ..........cocueiiiiiiiiiiiii et 4-29

APPHCALION OF 87503.......cciiitiitiiiee bbb bbb a e 4-31

Method Of TdeNTIfICALION.........cviiiiiiii e 4-31

Property DESCIIPLION ......cocueiiiiieitie ettt ettt et e e b sae e e 4-31

Incidental Property - 15% RUIE ........ccoiiiii s 4-32

REVOCALION ...ttt ettt ettt b e bt bt et et et e e b e b e ne e 4-32

SUBSEANTIAI RECEIPL. ... ettt ettt sae e e e bea e 4-32

Multiple Replacement PrOPEITIES . .......cvi ettt 4-32

Actual & Constructive RECEIPE RUIE .........uiiiiiiiii e 4-34

FOUP Safe HarDOIS ..o 4-34

Safe Harbor #1 - SECUIILY ......oouiiiieie e 4-35

Safe Harbor #2 - ESCrow ACCOUNES & TTUSES.......coviiieiieiierieeiie e 4-35

DiSQUANTIEA PEISON......ciiiiiitiie ittt et 4-35

WO IS AN AGENT? ..ttt bbbt e e sab e e sabe e snbe e enbe e e e 4-36

Safe Harbor #3 - Qualified Intermediary.........ccocoe i 4-36

Who Is A Qualified INtErMEdIAry?..........oouii it 4-36

DiIrECE DEEAING ..ottt ettt et sbe e sbb e e bee e 4-37

F AN o 000110 PRSPPSO 4-37

SIMUIANEOUS EXCNANGES. ....citiiiiiie ittt 4-37

Safe HarbOr #4 - INTEIEST........ooieiieie e 4-38

Interest REPOrting - 8468B(Q). ... . vueeverirtreiiteeeitieeaitee ettt ettt seeeas 4-38

Restrictions On Rights to Money & Other Property - “g(6)” Limitations..........c...ccceeeue.. 4-39

Outside Transfers of Money or Other Property .........cocceveeiee e 4-40

Exchanges of Partnership INErestS. .........ooiiiiiie i 4-41

Effective Date of Partnership PrOVISIONS. .........ooiiiiiiieiiie et 4-42

Reverse EXChanges - R.P. 2000-37 ......ooiiiiiiie ittt ettt et et e sbee e snae s 4-42

CHAPTER 5 - INVOLUNTARY CONVERSIONS .......ccoociiiiiiiieie, 5-1
CONTBIMNALIONS ...ttt sttt et b bbbt skt e bt e ekt e e bt e e bt e bt e bt e bt e e bt e e bt e e be e e be e be e neenne e 5-1
Threat Of CONAEMNATION .........eiiiiitiiitie et sb e sb e r e e b e e nre et e st e e sreenneen 5-2
Reports Of CONABMNGALION .......ooiiiiiiiieiiie ettt st be e enee s 5-2
Property VOIUNTarily SOI .........coouiii et 5-2
EOSEIMBNTS ... s 5-3
CoNAEMNALION AWAIT. .......eiiiiiitie ittt ettt sb e b e bttt et e st e nre e re e 5-3
Amounts Withheld From AW ..........ociiiiiiiiiii e 5-3
Net Condemnation AWAIT ...........oiiiiieiie ettt be e 5-4
INEEIESE ON AWAIT ... ..ottt bbbttt b bbb e bbb ann e 5-4
Payments t0 REIOCALE. ........coouiiiiiie ettt srae e as 5-4
SEVEIANCE DAMAGES. ... e e itteiee ittt ettt ettt ettt ettt e e s bt e e s bbbt e e e sk be e e e sabe e e e e bbe e e e aabbe e e e anbeeeesanbeeeesnnns 5-5
Treatment OF SEVEranCe DamMAgES .......ceirueieitiieitiee ittt sttt ettt e be et rbe e sebe e sbe e e be e nees 5-6
Expenses of ODtaining @n AWAIT ..........ooeiiiiii ittt e b e nneeas 5-6

Special Assessment Withheld from AWArd...........ccooieiiiiiiii e 5-7




Severance Damages INCluded iN AWAI ..........ooiiiiiiii e e 5-7

Gain or Loss from CondemNatioNS ...........cieeiieiieiieiie ettt ettt 5-8
HOW t0 FIGQUIE GAIN OF LLOSS.... e iutieieieeiiee ettt ettt sttt ettt ettt e e sabe e snbe e enbe e e sebeesneeas 5-8
Part Business or Part RENTAL.............coiiiiiiieii e 5-8
POSEPONEMENT OF GAIN.....eeiieiie ittt ettt ettt e et e et e e e bt e e s bbe e snbe e snbeeebeeeees 5-8
ChOOSING 10 POSEPONE GAIN........eeiiiiiiitiie ittt ettt ettt ettt ssb e et e e e sbe e e sbee e sbbeesnbeeenbeeeneee 5-8
COSE TBSL. .ttt 5-9
REPIACEMENT PEIIOM. ... ittt ettt et e bt bt e ebb e et e e nbe e e sbneesnae s 5-9
CONTBIMNALION ...tttk sttt sb bbbttt b e sb e st e e sb e e sb e e nr e et e e ab e e sbeenbeenneenreen 5-9
Replacement Property Acquired Before the Condemnation .............cccocveviiiiiie e, 5-9
EXEENSTON ..ttt bbbt 5-10
Time for AsSessing @ DEFICIENCY .........ciiiiiiiiii e 5-11
Related Party RUIE ...ttt e bt e nbe e s be e ees 5-11
CHAPTER 6 - PASSIVE LOSS & AT-RISK RULES............oooiiiie. 6-1
PASSTVE LLOSS RUIES. ...ttt ettt et 6-1
PN o] o] [T L1 o] o F U U R TOURPURTRRRN 6-1
AACTIVE LLOSSES ...tttk etk ettt b bbb ne e 6-1
01 =To [ OO TP TP U P PR PUTPPRPPROPPPRRPPN 6-2
Calculating Passive L0sS - The Fish RUIES .........c.eiiiiiiiiiiie e 6-2
Categories OF INCOME & LLOSS......ciiuiiiiiie ittt ettt et e e sbae e sabe e snbe e e srne e e 6-2
PASSIVE ...ttt E R Rt bbbt bt 6-2
POITFOIO ...t 6-3
Material PartiCIPAtiON ...........eiiiiiiiee ettt ettt e be et e e ebe e e anbeeabeaan 6-3
SuSPeNnSion Of DISAHIOWE LOSSES .........coiuiiiiiiiiiieitie ettt ettt snbe e b 6-6
Fully Taxable DiSPOSITION ........couieiiie ittt st e b e ebe e e sneeas 6-6
ADbandonmeNnt & WOThIESSNESS.........ciiiiiiiiiiii e 6-6
Related Party TranSACTIONS ........ei ittt ettt e et e et e e sta e e snae e snbeeens 6-6
(01 1=To [ F OO PP TP OO PP PP P PP PPPTPURTPPPPURUPPPRN 6-6
DISAIIOWANCE ...t 6-7
Increase BasiS EIBCTION ..........oiiiiiiiiiiicie e 6-7
OFNEE TIANSTEIS ...ttt ettt b e st e sb e e sb e e nre e et e st e e sbeesreenreens 6-7
Transfer By Reason Of Death - 8469(9)(2) ... veervreermieiiieiiee et 6-7
Transfer BY Gift - 8469(J)(6) .-+ «veeruveerueeiiieiiie ettt ettt snae s 6-7
INStallMment Sale = §469(G)(3) - --e-vveerrrrerurreitieiieeeniiie et et e st et sb et e et et seee e neae s 6-8
Activity No Longer Treated As Passive Activity - 8469(F)(1)......cccrierriiiiiieiie e 6-8
Closely Held To Nonclosely Held Corporation - 8469(f)(2) .......coioveiiiiiiiiiiiiieiiee e 6-8
NONEAXADIE TIANSTET ......eetiiitie ittt 6-9
(O] 0[5 g g o o] il 03T PV OURR TR 6-9
Capital Loss Limitation = 81211 .......coiiiiiiieiiieiiee ettt seee e 6-10
(08 g Y (0] V1T 1o PP R USRS 6-11
Allocation Of SUSPENTEA LOSSES. ... ..cciuuieiiieiiie ittt ettt ettt et et e e sbae e sabe e sebee e 6-11
TaXPAYES ATTECTEA ...ttt rb et e e et ebe e e 6-13
NONCOIPOIAtE TAXPAYEIS ... eeeeitteeee ittt e ekttt e ettt e e et e e e s atbe e e e sttt e e s e bbe e e e asbbeeeeasbeeeeannbeeesanbbeeeaan 6-13
o U] F T @0 g oTo - LA T TSP PU PP PUPR 6-13
Personal Service COMPOIAtIONS ..........ieiuiiiieieitie et e etee ettt ettt e et e e e be e nbee e naeeas 6-13
Definition - Temp. Reg. 81.469-1T(G)(2)(I) -+ ervverrrerreereereerieiiee et 6-15
PEISONAI SEIVICES ...ttt bbbttt b et nre b 6-15
Principal ACHIVITY - 5090 TS .....eiiieieiiieitiee ittt sbe et e et e e stae e seae e sabee e 6-15

Substantially Performed by Employee-Owners - 20% TeSt.........ccocerieiiieeiiien e 6-15




MaALErial PArtiCIPALION. ... e teiitiie ittt ettt ettt et e bt e e b e e e bt e e e mbe e e be e s nbe e e sbneennne s 6-16

“Trade or BUSINESS” DEFINITION .......ciiiiiiiieiieie e 6-16
February 19, 1988 REQUIALIONS .......ciuiiiiiiiiii ettt ettt ettt e e b e e b e e eneeas 6-16
General Rule for INAIVIAUAIS.........cooiiiiiiiie e 6-16

L Too] o I =T o 1T OO U U R PU RS 6-19
Meaning Of PartiCIPatiON. .........c.oiiiueiiiii ettt st sbe e sbe e e iee e 6-19
Exceptions to Definition - The “Unwork” RUIES ... 6-19

Husband & Wife Counted 8S ONE.........ccciiiiieiieiieiee et 6-20

ANNUAE TESE ..t b e bt b 6-20

Pre-"87 Participation - 500 HOUIS .........ooiiiiiiiiiie ittt 6-21

SPECial RUIES FOr ENLITIES. ......cotiiiieiiiie ettt ettt e e sbe et e et neee 6-21
Limited Partnership Interests PreSUMPLion ............coouiiiiiiiiiiiiiieiiee e 6-21
EXCEPLioNS 10 PreSUMPLION .......ueiiiiiiiiie ittt snae e 6-21

TrUSES AN ESLALES . .....eveiieeiiiecstee it 6-22

Retired & DiSabled FarMErS.........coiiiiiiieiee i 6-22

(000 4o Jo] - LA Lo LU TR OT RSN 6-22
ACHIVITY DEFINTTION. ...ttt b et bttt e bt e e be e e nbe e e sbeeenane s 6-24
FINAL REGUIATIONS ...ttt ettt ettt bt eb e et e e be e e nbe e e sbteesnee s 6-26
REIEVANT FACTOIS. ... ettt ettt et b e bbbt nb e beere e 6-26

RENTAT ACTIVITIES ...ttt ettt nb e be b 6-26
Limited Partnership ACHIVITIES. .........ooiiiiiiie it 6-27
Partnership & S Corporation ACLIVITIES .........couiiiiiiiiii e 6-27

(000 1 (=10 0y Y USRI 6-27
Lo (01N o 1T [PPSRV 6-28
Partial DISPOSITIONS .......eeiieie ittt ettt ettt et e e bt et e e e sb et e eab e e e be e e nbneesbbeenneeas 6-28
PassiVe & NONPASSIVE ACEIVITIES ......coiuiieiiie ettt et e et e e sebe e sabe e sabe e e sree e e 6-28
TTAAR OF BUSINESS........eeiteeiteeite ettt ettt b ettt nb e bbbt e s b e e sb e e sb e e sb e e nb e e e b e e e beeabeenbeenbeenneen 6-29
Characterization Based 0N PartiCIPation ...........c.coiuieiiieiieeiiie e 6-29

RENTAL ACTIVITY ...ttt ettt sttt a et e et e e e b e e e e mb e e e be e e be e e nbe e e abbeesneeas 6-29
(=T o[ o] 1 PP TOU RS 6-29
NON-PASSIVE ACLIVITIES ..ottt ettt b e ettt 6-32
Rental Activities of Real Estate Professionals ..ot 6-32
ELIQIDIILY STANUAIAS ...ttt st sre e e sraeeeneeas 6-32
WOrking INterests iN Ol & GaS.........uueiuieiiiiiiie ittt et sbee e saae e nbee e 6-34
Entities That Limit LIaDility..........oooiiiii e 6-34
ACHIVITIES WIThIN ACHIVITIES ......eiiiiiiiiiieci e 6-34
PASSIVE ACTIVITY LLOSS ... ueteiitie ittt ettt ettt ettt et a e ab et e st bt e s bt e e ehbe e eabe e e be e e be e e abbeesabeesnbeeenbeeeees 6-35
HUSDANT & WITE ... bbb 6-35
Special Rule for Closely Held COrporations. ...........cc.uoiuieiiiaiiie it 6-35
NEE ACTIVE TNCOME.....eeiiiiiie ittt et e b e bbbt nbe et e re e 6-35
CarryoVver OF DISAHOWET LOSSES........ceiuiiiteeiitet it etiearteeestee e sbte e st e st e e be e e sbbe e ssbe e anbeesbe e e sbeeennbeeanbeeans 6-36
Treatment OF CarTYOVEE LOSSES ........eeiiieiiieee it itieeeteeesteeasteeestbeesabe e sebe e ssbe e e sbe e e sbbeesbbeesabeesnbeeanbaeeneee 6-36
ATTOCALION PIOCESS. ... ettt sttt b bbbt b bbbt b bt e s bt s nnes 6-36
Significant PartiCipation ACHVITIES.........couii ittt 6-37
Income from Dispositions of Property Used in Passive ACtIVITIES .........cccoveeiiiiiieiiiiieniee e 6-38
YT CClo IO LI o (o] o T o PO UPP PRI 6-38
AEINATING USE ...tttk ettt b ettt et e ekt e e e b e e e sb b e e shbe e sabe e e ebe e e sbbeesbbeesnbeesnbeens 6-38
De Minimis Use RUIE - 10710 TESt......eeiiiiieiieiiesie ettt 6-39
Disposition of Appreciated Property Formerly Used in a Nonpassive ACtiVity..........cccccovvinnieennnen. 6-39
RENTAT ACTIVITIES ...ttt e e sttt ettt e b e 6-39

Special Rule for Rental REaAI ESLAE. ...........coiuiiiiiiiiii et 6-39




FIVE CONAITIONS ... 6-40

ACEIVE PartiCIPATION ...ttt ettt bbb e e b e e st e st e been 6-42
Change iN PartiCIPAtION ..........ciuiiiiiiiieieie ettt et e sae e e snbe e nneeean 6-42
Application of $25,000 AHOWANCE RUIE..........ccciiiiiiiiiiee e 6-42
AQYregation & OFUEIING . ..eoieie ettt ettt e et e et e e e sbae e sabeesabeesnbeeanees 6-42

NEL OPEFALING LOSS ...ttt ettt ettt et e et b e e bt e e sabe e s be e e sbe e e enbeeanbeeans 6-43

INEL LEASES ...ttt ettt ettt b et h et 6-43
DETINTTION ...ttt bbbt b et e bt e b e nr e ne e 6-43
Recharacterization 0f PaSSIVE INCOME.......cuiiiiiiiiiiiii it 6-43
Active Business ReCharaCterization ............ccouiiuiiiiiiiiiiiisie st 6-43
Significant Participation INCOME RUIES. .........cooiiiiiiiii e 6-43
Ratable POrtion 0f INCOME .......ccoiiiiiicii e 6-44
FOMMUIA. ...ttt et nne e ne e 6-44
Significant PartiCipation LOSSES .........cciuieiuieiieeiieeeaiiie st et et e et e st e et e et et e sbe e e sbeeeseeeas 6-44
Rental of Property Developed DY TaXPaYEr .......ccouiiiiiiiiiiiiie et 6-44
SEIF-RENTEA PrOPEITY ... ittt ettt ettt e s e et a e e srbeeenneas 6-45
Portfolio Income Recharacterization RUIES.............cocuiiiiiiiiiiiie e 6-45
Rental of Nondepreciable PrOPErtY .........ooeoo i 6-45
Equity Financed Lending ACHIVITIES ........cooiiiiiieiie et 6-45
Limitation 0n RECHAIACTENIZALION ..........eieiiiiiiiiii et 6-45
PaSSIVE ACHIVITY CrEOITS ... .. uei ittt ettt et et e e et e e et e e abe e e be e e nbeeeneee 6-46
Regular Tax Liability Allocable to Passive ACHIVITIES...........coiieiiiiiiiiiiie e 6-46
FOMMUIRL ...t b et b ettt et e e b e nb e ne e 6-46
Exception for Real Estate Rental ActiVity CreditS........cccoouiiiiiiiiiiiee e 6-46
PN o] o] 1T L1 o] o F TP U ST OURP RPN 6-47
Credits Subject to Passive ACHIVITY LIMITS.........ocuiiiiiiiiieiie it 6-47
Allocation of DiSAOWET CreditS..........ciuiiiiiiiiieiie it 6-48
Treatment OF CarryOVEr CreOilS ........oii ittt nbe e e s be e enes 6-48
Passive ACHVILY AUAIT GUILE ........c.eiiiieiii ettt e e et e e see e e e 6-48
INAICALOrS OF AUGIT ISSUBS .......veiiiitee sttt sb e sb e sr e nre et sbeeanee 6-48
INVESTMENT INTEIEST ... .ot 6-49
Material PartiCIPALION .........coueiiiie ettt ettt ettt bt abe e s be e st e e e sbbe e smbeesnbeeenbeeans 6-49
Significant PartiCipation ACHVITIES.........couii ittt ees 6-50
ACEIVE PartiCIPATION ... ittt ettt ettt abe e abe e sbe e e erbeesnbeeanbeeanreean 6-50
N LEASE PrOPEITIES. ... etee ittt ettt ettt sttt ettt et bt ettt e shb e e shbe e enbeeanbe e s ssbeeembeeenbeeanbeeans 6-50
VACALION RENTAIS ...ttt b e sb e et e b e sbeesbeenree 6-51
SEIf-Chargea EXPENSES. ... ettt ettt ettt et e bt e et e e e ebe e e e beeebeeentee e e 6-51
Rental & Nonrental ACEIVItY GIOUDPING .. ..cooveiiiiieiieeiiie ettt ettt e et e sbe e sbeeenaeeas 6-51
(DY o] (o O T TP T ST T PP PPR TR PPPPPP 6-52
AT-RISK LEIMIES ...ttt bbbt b e nb bt e st se e bt b et b e e b e b b enns 6-52
AMOUNT AL RISK ..ttt b bbb bbbt snn s s e 6-52
TaXPAYES ATTECTEA ... ettt eb et e e et e ebe e e 6-52
Closely Held COrPOration ..........c.eeiieieiiieiiee sttt ettt e be e nbe e e eneeas 6-52
Qualified Corporation EXCEPLION. .......cciuiiiiiiiiei ettt seee s 6-54
Qualifying BuSINESS REGUITEMENTS .......ceiiiiieiiiieiiiee ettt ettt eseeens 6-54

LOSS DEFINEU. ...ttt bbbttt 6-55
DISAITOWED LLOSSES ...ttt ste ettt ettt ettt b ettt b ettt et b e bbbttt e nbe e be b 6-55
FOPM BLO8.....e ettt bbbt bbb bbb nr e 6-55
Partnership & S Corporation LIMITS.........ocuiiieiiiieeiiie ittt 6-55
Activities Covered by the At-RiSK RUIES.........c.coiiiiii e 6-56

EQUIPIMENT LBASINGT ...+ttt iiteeitie ettt ettt sttt b ettt et e st et e bt e e sbb e e enbe e e nbeeesbaeeenaeas 6-56




REAI PIOPEITY ...ttt ettt b et h et e e st et e b e e e e st e e et e e e nbe e e nbee e nnae s 6-57

GrouPING OF ACHIVITIES .....ee ittt ettt ettt et e e b et e e ambe e nbe e e beeeneee 6-57
Partners & S Corporation ShareNOIAEYS .........oouii i 6-58
AL-RISK AMOUNTS ...ttt b bttt b bbbtk bbbt eesbeenn s nnes 6-58
BOITOWED AIMOUNTS ...ttt sttt b e b et b e b e bt b et e b e b e nne e 6-58
REIALEA PEISONS ...ttt ettt b et b e bbb e nbe e b ne e 6-59
SUBDSEBOUENT YRS ...ttt eitee ettt ettt ettt ettt ettt b ettt e bt ekt e e ke e be e e ebe e e sbbe e sab e e en e e e sbeeesbbeesnneas 6-60
AMOUNTS NOE AL RISK ...ttt 6-60
NONFECOUISE FINANCING ... eiitiieitiee ittt et b et e ettt e et e e e sab e e sab e e snbe e e srbeesnaeas 6-61
Other Loss Limiting ArTangeMENTS ..........ciuiiiieiiieieitieeaiee e e siee et e sare et et eesbeeesraeeseneas 6-61
Reductions of AMOUNTS AL RISK..........eiiiiiiiie it 6-62
CHAPTER 7 - SALES BY FOREIGN INVESTORS.........cccooiiiiiieeie, 7-1
IR T A ettt bR R bbb 7-1
United States Real Property INTEIrESES..........ue ittt sae e 7-1
U.S. Property HOldING COrPOFationsS...........ceiuiiiiiiiiie ettt ettt seae e ssbe e saeeeeees 7-2
DBTINTTION. ...ttt s bbbt et b et 7-2
(o=l o[ o] - PP ORI 7-2
o= o ol O] o] =11 (o] o PP UPR TR 7-2
DISEIIDULIONS ...ttt e b et b et bt e 7-2
Withholding & Reporting REGUIFEMENTS. .........oiuiiiiia ittt seee e snee s 7-3
NON-TOreigN AFFIHAVIT........ooii e e esbe e 7-3
CHAPTER 8 - REITS .ttt 8-1
REIT POOIS - §8856-860 .........ccuviiieiiiriririsiieitie ettt bbbttt et be e re e 8-1
BN IES. .ttt 8-1
Advantages Over Limited Partnerships .........coceeouieiiieiiee ittt sbee 8-2
OrganiZing @ REIT ...ttt ettt ettt b bt e sh b e e e abe e e be e e asbe e anbeeanbeeabeeeneee 8-2
Y g E=To T a1l o | O OO T PP UP PP PPPRO 8-2
INCOME & GIOWLN......eiiiiiiiie sttt 8-2
Self-LiqQUIdAtiNg REITS ...ttt ettt e bt et e e sbe e e e e e e be e e bee e e 8-3
LI YL Lo OO T T T PO P PP PP OPPT PP PPRPPRPTN 8-3
Organization & OPEIatiON.........ccuii ittt e bbbttt e sbe e be e e nbe e e sbeeeeneeas 8-4
ASSELS & INCOME ...ttt s e e e 8-4
Management FIEXIDITY...........ooiiiii et 8-5
Penalty for Failure to Request INFOrmation.............cooiiiiiiiiiie e 8-5

De Minimis Rule FOr TENANt SEIVICE INCOME.........uuuuueeieiieeiiiieeiieereessesesseesessssesssesseeeseesrrererrrr———.. 8-5




	Course Information
	Learning Assignments & Objectives
	TABLE OF CONTENTS



