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Defer Capital Gains and Recapture Taxes

Diversify Your Real Estate Portfolio

Eliminate Management Responsibilities

Obtain Direct Ownership

Grow Your Investment

1031.com

brought to you by the industry experts at 1031 Strategy, Inc.



While property values have appreciated dramatically over the last decade,
many investors ynd themselves without an effective exit strategy to
maximize these gains. As property value appreciation has cooled, investors
have large sums of money tied up in properties that are not increasing in
value, provide very little income, and require tremendous amount of work
and hassle. Yet to simply realize the gain and to sell the property would
incur huge tax liabilities including Federal and State capital gains taxes
and depreciation recapture taxes.

Weire here to help.



Defer Capital Gains and Recapture Taxes

Provides an ideal solution to help you defer capital gains and recapture taxes and keep your money
working for you. TIC properties can also offer additional depreciation to shelter more income.

Diversiycation
Allows you to sell one investment property and exchange into multiple types of properties (ofyce,
multi-family, retail, etc.) in different geographic areas, which can help to reduce the risk of your
investment portfolio.

Eliminate Management Responsibilities
Relieves you of the day-to-day headaches of management responsibilities (toilets, tenants, trash,
etc.), and creates an investment generating passive income. All TIC properties are professionally
managed by property management companies.

Quick and Simple

TIC properties can be easier and faster to acquire by having the loan acquisition, price negotiations
and extensive due diligence completed by real estate professionals ahead of time.

Direct Ownership

Investors are able to buy into high-grade institutional commercial properties with low minimum
investments that may have previously been unaffordable.

Grow Your Investment
Investors may be able to increase their cash pow while also increasing their appreciation potential,

creating a hedge against inpation. Investors can exchange from a stagnant or slowly appreciating
property to a property in an area with higher appreciation potential.

SADNVYHOX3 (O1L) NOWINOD-NI-LNVYNIL TEOT V AHM



What is a 1031 Tax-Deferred Exchange?

An IRS A1031 exchange is a powerful wealth management tool that enables investors to defer
tax consequences related to the sale of real property provided that all proceeds from the sale
are reinvested in filike kindd property within a speciyed period of time and that certain other well-
established procedures are followed. The numbers 10310 refer to the section of the IRS code
(Section 1031) which stipulates the rules with which the exchanger must comply to successfully
complete an exchange.

IRS A1031 was adopted more than 30 years ago and has been utilized moderately over the years
by both individuals and corporations in an effort to manage their taxes and property holdings.
Absent the use of an IRS A1031 exchange, investors must pay taxes on both the appreciation in
value and the recapture of depreciation taken on the property.

Given the signiycant appreciation in many different types of commercial property over the past
decade, the tax deferral beneyt of a A1031 exchange is considerable, and its use has been
accelerating in recent years. However, the very speciyc rules and tight time requirements which
must be complied with to successfully execute a tax-deferred exchange have limited its use.

Two requirements must be met to defer the capital gain tax:
1. The Exchanger must acquire filike kindo replacement property
2. The Exchanger cannot receive cash or other beneyts (unless the Exchanger pays
capital gain taxes on this money)

What is Tenants-In-Common (TIC)?

A tenant-in-common is a form of estate in land, or ownership, whereby two or more individuals
own a fractional share of a whole piece of property (e.g., if 4 people own an asset as tenants-in-
common, each may own a 25% fractional interest).

While a tenancy-in-common has always been a common and long-standing form of joint ownership,
the release of Revenue Procedure 2002-22 in March, 2002 by the Internal Revenue Service greatly
enhanced the appeal and use of the TIC structure.

The Revenue Procedure set forth a series of guidelines which, if complied with by a sponsor or a
TIC investment program, would allow the sponsor to seek and obtain a favorable tax ruling that
the tenant-in-common interests created by the sponsor would be deemed flike kindo property for
purposes of A1031 and, as such, a qualiyed investment as replacement property necessary to
accomplish an exchange.



In fact, the combination of IRS A1031 exchanges and TIC (i1031/TICo) is proving to be so compelling
that 1031/TIC exchanges are quickly becoming the most popular choice among investors seeking
replacement properties.

It is estimated that more than $10 billion in IRS A 1031 property exchanges fail every year. The
introduction of the tenant-in-common legislation in 2002 exponentially expanded the utility and use
of A 1031 exchanges. While tenancy-in-common has always been a common and long-standing
form of joint ownership, the release of Revenue Procedure 2002-22 in March, 2002 by the Internal
Revenue Service greatly enhanced the appeal and use of the TIC structure.

Traditional 1031 Exchanges VS. TIC Exchanges

In the chart below we compare traditional IRS A1031 exchanges with 1031/TIC exchanges; you
will note that the most signiycant difference between the two exchange structures is the ability
under 1031/TICis to purchase (along with other investors) a fractional interest in a much larger
replacement property. This signiycant difference leads to a number of key beneyts available in a
1031/TIC exchange:

A far greater choice of replacement solutions than otherwise available under a traditional A1031
exchange, which decreases the likelihood that the exchange will fail due to an inability to identify a
replacement property;

A potential to acquire a much larger and higher quality property than may otherwise be unaffordable
with just the individual investoris exchange dollars; and

A ability to engage a highly-qualiyed professional company to lease and manage the asset, which
frees the (TEXT MISSING FROM DOCUMENTS?)

COMPARE TRADITIONAL EXCHANGE TIC EXCHANGE
Permitted Ownership Form 100% fee ownership of single asset Fractional ownership of up to
for Exchange Asset several different assets
Suitable Exchange Fewer; must ynd exact match for Greater choice; Ofyce, Multi-family,
Opportunities equity and debt; research Retail, Self-storage, Hotels, Oil & Gas
usually limited to local area royalties, and moree
Property Type and Size Typically smaller, less than Larger, high quality buildings;
$5 million in value, often occupied by values from $10 to $100 million;
non-investment grade tenants often investment grade tenants
Diversiycation Very limited; single asset, all or More opportunity; different types of
most income dependent on usual property diversiyed geographically
one or a few tenants across the country
Property Management Usually intense in do-it-yourself Professionally managed, no
management; difycult or costly for third day-to-day active management
party property management
Leverage, Deal Structuring Typically must be arranged by the Sponsor provides fully negotiated
and Negotiation exchanger and structured transactions with
and assumes total liability non-recourse, pre-arranged debt
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What Qualiyes for a A 1031 Exchange?

To qualify for a A 1031 tax deferred exchange both the relinquished (sold) and the replacement
properties must be held by the Exchanger for finvestment purposeso or for fiproductive use in their
trade or business.0 The Exchangerts intent and purpose in holding the property, rather than the type
of property, is the important issue. The use of the property by the other parties to the exchange is
irrelevant.

Qualiyes Does Not Qualify
- Residential or Commercial Rental - Certiycates of trust
- Industrial Property - Stocks
- Doctorts personal ofyce - Bonds
- Raw or Farm Land - Notes
- 30-year Leasehold Interest - Securities or Other
- Percentage Interest in - Evidences of Interest
Investment Property - Interests in a Partnership

Step by Step Through the Exchange Process

1. Find a qualiyed intermediary to assist you with the exchange as early in the sale of your
(frelinquishedo) property process as possible

2. Instruct your real estate agent to include an fiexchange cooperation clauset as an addendum to
the purchase and sale agreement on the relinquished property

3. Advise qualiyed intermediary of your intent to do an exchange as soon as possible after escrow
is opened or after entering into the purchase and sale agreement

4. Sell your property
5. Transfer funds to qualiyed intermediary

6. 45-day window from the day you close on your relinquished property to identify replacement filike
kindo property

7. 180-day window from the day you close on your relinquished property to close on your 1031
exchange replacement filike kindo property



Types of Investment Property Opportunities

Like the many properties shown throughout this informational brochure, there are many types of
properties that can help investors diversify and keep their money working for them. These include,
but are not limited to:

A Ofyce

A Multi-family

A Retail

A Industrial

A Other: Self Storage, Senior Living, Student Housing, etc.

A Oil & Gas Royalties

Why 1031 Strategy, Inc.?

We are a team of Tenant in Common (TIC) and 1031 exchange experts with experience in both
Real Estate and ynancial analysis and planning. We analyze each property in direct correlation to
your entire investment and real estate portfolio to help you make the most appropriate investment
decisions according to your needs and objectives. Whether you are considering a traditional 1031
exchange or a TIC exchange, we can help.

We are one of the few yrms that can offer both traditional 1031 buying opportunities, Tenant-in-
common exchanges, or a combination of both to maximize your strategy.

We help you look at your short and long term ynancial needs and goals, tax and depreciation
implications, investment strategy and the diversity of your portfolio.

We work directly with many institutional buyers of commercial real estate so often we can offer
properties that are off market or not available anywhere else.

We work with over 70 sponsor yrms to provide investors with a wide variety of choices and option
when selecting the right properties to exchange into.

We understand that your investment stems from years of hard work and sacriyce on your part. ATIC
investment can provide passive income that plays a key role in your ynancial future. As we research
and evaluate the merits of each property we place heavy emphasis on safety and the propertyis
ability to preserve your capital while yielding a steady and sustainable cash pow. Our extensive due
diligence may include detailed reviews of the property, the track record of the offering sponsor yrm,
the local market and submarket, potential risk factors, local competitors etc. We strive to place you
in the properties that offer the healthiest balance between safety, stability and income.
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Major Participants and Important Terms

Accredited Investor - To be consideredfiaccreditedd anindividualinvestor (also known asfiexchangerd)
must have a net worth, or joint net worth of his or her spouse, of more than $1 million. (inclusive of
real property). Additionally, an individual with income in excess of $200,000, or joint income with
his or her spouse in excess of $300,000, in each of the two most recent years with a reasonable
expectation of achieving the same in the current year, would be considered fiaccredited.o

Qualiyed Intermediary (QIl) - The intermediary (or middleman) is required to hold, in a separate
account, the sales proceeds realized by the exchanger from the sale of relinquished property.
The QI retains the proceeds until the earlier of the date the exchanger is prepared to close the
acquisition or the replacement property and the expiration of either the 45-day identiycation period
or the 180-day closing period. (The QI is also known as fifacilitatord or iaccommodatoro.)

Broker Dealer (BD) and Registered Representatives (RR) - BDs are companies licensed to sell
securities to investors, and RRs are licensed salespeople employed by or afyliated with the BDs
who are engaged to sell the securities, and perform due diligence on the sponsoring yrms and in
selecting appropriate properties suitable to investors ynancial objectives and situations

TIC Sponsor - The entity, typically an experienced real estate owner and investor that structures
the investment, conducts due diligence, and continues due diligence throughout ownership for
both acquiring and selling the asset. The sponsor also arranges the debt, raises the equity from
Accredited Investors (using the services of Broker-Dealers and their Registered Representatives),
manages the property (either internally or by hiring a third party), provides asset management
services, and sells the asset to realize returns for investors.

CONTACT US FOR MORE INFORMATION

1031 Strategy, Inc.
130 Vantis, Suite 155
Aliso Viejo, CA 92656

1-800-580-1031
www.Discoverl1031.com

1031.com

The material contained herein is for informational purposes only and does not constitute an offer to sell or buy real estate or
securities. Investments suitable for accredited investors only. There are material risks associated with the ownership of real estate.
Prior to investing, carefully consider the suitability and value of adding a commercial property to your investment portfolio. Each

property is unique and past performance is no guarantee of future results.

Securities offered through White Paciyc Securities Member FINRA/SIPC.
100 Pine Street, Suite 500, San Francisco, CA 94111 (415) 901-0322.



