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Reg. Section 1.1031(k)-1(c)(2) 
Treatment of deferred exchanges 
 
 

(c) Identification of replacement property before the end of the identification period— 
 

(1) In general. For purposes of paragraph (b)(1)(i) of this section (relating to the 
identification requirement), replacement property is identified before the end of 
the identification period only if the requirements of this paragraph (c) are satisfied 
with respect to the replacement property. However, any replacement property that 
is received by the taxpayer before the end of the identification period will in all 
events be treated as identified before the end of the identification period. 

 
(2) Manner of identifying replacement property. Replacement property is identified 

only if it is designated as replacement property in a written document signed by 
the taxpayer and hand delivered, mailed, telecopied, or otherwise sent before the 
end of the identification period to either— 

 
(i) The person obligated to transfer the replacement property to the taxpayer 

(regardless of whether that person is a disqualified person as defined in 
paragraph (k) of this section); or 

 
(ii) Any other person involved in the exchange other than the taxpayer or a 

disqualified person (as defined in paragraph (k) of this section). 
 

Examples of persons involved in the exchange include any of the parties 
to the exchange, an intermediary, an escrow agent, and a title company. 
An identification of replacement property made in a written agreement 
for the exchange of properties signed by all parties thereto before the 
end of the identification period will be treated as satisfying the 
requirements of this paragraph (c)(2). 

 
(3) Description of replacement property. Replacement property is identified only if it 

is unambiguously described in the written document or agreement. Real property 
generally is unambiguously described if it is described by a legal description, 
street address, or distinguishable name (e.g., the Mayfair Apartment Building). 
Personal property generally is unambiguously described if it is described by a 
specific description of the particular type of property. For example, a truck 
generally is unambigously described if it is described by a specific make, model, 
and year. 

 
(4) Alternative and multiple properties.  
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(i) The taxpayer may identify more than one replacement property. 
Regardless of the number of relinguished properties transferred by the 
taxpayer as part of the same deferred exchange, the maximum number of 
replacement properties that the taxpayer may identify is— 

 
(A) Three properties without regard to the fair market values of the 

properties (the "3-property rule"), or 
 

(B) Any number of properties as long as their aggregate fair market 
value as of the end of the identification period does not exceed 200 
percent of the aggregate fair market value of all the relinguished 
properties as of the date the relinguished properties were 
transferred by the taxpayer (the "200-percent rule"). 

 
(ii) If, as of the end of the identification period, the taxpayer has identified 

more properties as replacement properties than permitted by paragraph 
(c)(4)(i) of this section, the taxpayer is treated as if no replacement 
property had been identified. The preceding sentence will not apply, 
however, and an identification satisfying the requirements of paragraph 
(c)(4)(i) of this section will be considered made, with respect to— 

 
(A) Any replacement property received by the taxpayer before the end 

of the identification period, and 
 

(B) Any replacement property identified before the end of the 
identification period and received before the end of the exchange 
period, but only if the taxpayer receives before the end of the 
exchange period identified replacement property the fair market 
vlaue of which is at least 95 percent of the aggregate fair market 
value of all identified replacement properties (the "95-percent 
rule"). 

 
For this purpose, the fair market value of each identified 
replacement property is determined as of the earlier of the date the 
property is received by the taxpayer or the last day of the exchange 
period. 

 
(iii)For purposes of applying the 3-property rule, the 200-percent rule, and 

the 95-percent rule, all identifications of replacement property, other 
than identifications of replacement property that have been revoked in 
the manner provided in paragraph (c)(6) of this section, are taken into 
account. For example, if, in a deferred exchange, B transfers property X 
with a fair market value of $100,000 to C and B receives like-kind 
property Y with a fair market value of $50,000 before the end of the 
identification period, under paragraph (c)(1) of this section, property Y 
is treated as identified by reason of being received before the end of the 
identification period. Thus, under paragraph (c)(4)(i) of this section, B 
may identify either two additional replacement properties of any fair 
market value or any number of additional replacement properties as long 



as the aggregate fair market value of the additional replacement 
properties does not exceed $150,000. 


