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Why Choose Exchange Resources, Inc. as Your Qualified Intermediary?

· In-House Legal Counsel

· Fidelity Bond

· Errors and Omissions Policy

· Certified Exchange Specialists on Staff

· Experienced Exchange Administrators

· Segregated Exchange Accounts

· DRE Accredited Classes

Contact Us:

Toll Free: (877) 799-1031
www.exchangeresources.net
§1031 Exchange News

CASH on cash return 

for investment property
Would you put your money in the bank for a low interest rate?  Probably not. But unfortunately many investors who have owned their investment properties for an extended period of time have exhausted depreciation, a major tax benefit and earn a poor annual return on their equity.  Even if the Return on Investment (ROI) has done well over the years the Return on Equity (ROE), the income from it, may be poor.  

Here is a simplified example of computing ROE:

A) Income 

Monthly rent times 12 = $___________  annual income.

B)  Expenses 

Include Monthly Mortgage payments times 12, then add Insurance, Property Taxes, Maintenance and other expenses annually spent.   $____________

Now subtract B from A, and that equals…

C)  Annual Cash Flow  $____________  

D) Estimate the Net Equity of the Property $____________
(your realtor will assist you with this)
Take C (total Annual Cash flow) and divide by D (the Estimated Net Equity). This is the approximate Cash on Cash annual percentage return on the equity (ROE).

Surprised? If the annual percentage rate of equity return is disappointing, perhaps it’s time to consider…

2 possible solutions for better cash flow;
1- Refinance the property and acquire additional investment real estate which can grow in both ROI and ROE; 




- or -

2- Sell and acquire superior properties via a §1031 Tax-deferred Exchange.
The §1031 Tax-deferred Exchange is one of the last tax shelters allowed by the IRS.  This is a transaction whereby an investor exchanges any investment real estate for any other investment property.  This enables the investor to defer the payment of Federal Capital Gain Taxes, the Recapture of Deprecation Taxes, and California State Taxes.  This permits the investor to acquire more profitable investment property with a greater percentage of equity return (ROE) and a new depreciation schedule.  

Exchange Resources, Inc. cannot and does not provide advice regarding specific tax consequences.  Investors considering a §1031 tax-deferred exchange should seek the counsel of their accountant and attorney.
