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

(d) Receipt of identified replacement property— 
 

(1) In general. For purposes of paragraph (b)(1)(ii) of this section (relating to the 
receipt requirement), the identified replacement property is received before the 
end of the exchange period only if the requirements of this paragraph (d) are 
satisfied with respect to the replacement property. In the case of a deferred 
exchange, the identified replacement property is received before the end of the 
exchange period if— 

 
(i) The taxpayer receives the replacement property before the end of the 

exchange period, and 
 

(ii) The replacement property received is substantially the same property as 
identified. 

 
If the taxpayer has identified more than one replacement property, 
section 1031(a)(3)(B) and this paragraph (d) are applied separately to 
each replacement property. 

 
(2) Examples. This paragraph (d) may be illustrated by the following examples. The 

following facts are assumed: B, a calendar year taxpayer, and C agree to enter into 
a deferred exchange. Pursuant to their agreement, B transfers real property X to C 
on May 17, 1991. Real property X, which has been held by B for investment, is 
unencumbered and has a fair market value on May 17, 1991, of $ 100,000. On or 
before July 1, 1991 (the end of the identification period), B is to identify 
replacement property that is of a like kind to real property X. On or before 
November 13, 1991 (the end of the exchange period), C is required to purchase 
the property identified by B and to transfer that property to B. To the extent the 
fair market value of the replacement property transferred to B is greater or less 
than the fair market value of real property X, either B or C, as applicable, will 
make up the difference by paying cash to the other party after the date the 
replacement property is received by B. The replacement property is identified in a 
manner that satisfies paragraph (c) of this section (relating to identification of 
replacement property) and is of a like kind to real property X (determined without 
regard to section 1031(a)(3) and this section). B intends to hold any replacement 
property received for investment. 

 
Example 1.  
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(i) In the agreement, B identifies real properties J, K, and L as replacement 
properties. The agreement provides that by July 26, 1991, B will orally 
inform C which of the properties C is to transfer to B. 

 
(ii) As of July 1, 1991, the fair market values of real properties J, K, and L 

are $ 75,000, $ 100,000, and $ 125,000, respectively. On July 26, 1991, 
B instructs C to acquire real property K. On October 31, 1991, C 
purchases real property K for $ 100,000 and transfers the property to B. 

 
(iii)Because real property K was identified before the end of the 

identification period and was received before the end of the exchange 
period, the identification and receipt requirements of section 1031(a)(3) 
and this section are satisfied with respect to real property K. 

 
Example 2. 

  
(i) In the agreement, B identifies real property P as replacement property. 

Real property P consists of two acres of unimproved land. On October 
15, 1991, the owner of real property P erects a fence on the property. On 
November 1, 1991, C purchases real property P and transfers it to B. 

 
(ii) The erection of the fence on real property P subsequent to its 

identification did not alter the basic nature or character of real property P 
as unimproved land. B is considered to have received substantially the 
same property as identified. 

 
Example 3. 
  

(i) In the agreement, B identifies real property Q as replacement property. 
Real property Q consists of a barn on two acres of land and has a fair 
market value of $ 250,000 ($ 187,500 for the barn and underlying land 
and $ 87,500 for the remaining land). As of July 26, 1991, real property 
Q remains unchanged and has a fair market value of $ 250,000. On that 
date, at B's direction, C purchases the barn and underlying land for $ 
187,500 and transfers it to B, and B pays $ 87,500 to C. 

 
(ii) The barn and underlying land differ in basic nature or character from 

real property Q as a whole, B is not considered to have received 
substantially the same property as identified. 

 
Example 4. 
  

(i) In the agreement, B identifies real property R as replacement property. 
Real property R consists of two acres of unimproved land and has a fair 
market value of $ 250,000. As of October 3, 1991, real property R 
remains unimproved and has a fair market value of $ 250,000. On that 
date, at B's direction, C purchases 11/2 acres of real property R for $ 
187,500 and transfers it to B, and B pays $ 87,500 to C. 

 



(ii) The portion of real property R that B received does not differ from the 
basic nature or character of real property R as a whole. Moreover, the 
fair market value of the portion of real property R that B received ($ 
187,500) is 75 percent of the fair market value of real property R as of 
the date of receipt. Accordingly, B is considered to have received 
substantially the same property as identified. 


