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Section 1031 Like-Kind Exchanges of Real Property

This guidance document is advisory in nature but is binding on the Nebraska Department of
Revenue (DOR) until amended. A guidance document does not include internal procedural
documents that only affect the internal operations of the DOR and does not impose additional
requirements or penalties on regulated parties or include confidential information or rules and
regulations made in accordance with the Administrative Procedure Act. If you believe that
this guidance document imposes additional requirements or penalties on regulated parties,
you may request a review of the document.

This guidance document may change with updated information or added examples. The DOR
recommends you do not print this document. Instead, sign up for the subscription service at
revenue. nebraska.gov to get updates on your topics of interest.

Purpose
To provide guidance regarding how a Register of Deeds (ROD) should assess documentary stamp
tax on transfers of real property under Section 1031 of the Internal Revenue Code (IRC).

Procedure and Implementation
General Procedure for 1031 Exchanges

IRC § 1031(a) provides that gains and losses realized from a transfer of certain real property will not
be recognized for income tax purposes at the time of the transfer. A typical 1031 exchange will not
affect the ROD’s duty to collect documentary stamp tax on the transfer of real property.

In its most basic form, a typical 1031 exchange is as follows:
Smith owns Blackacre which has a value of $100,000. Jones owns Whiteacre which has a value of
$100,000. Smith deeds Blackacre to Jones at the same time as Jones deeds Whiteacre to Smith.

The ROD will collect documentary stamp tax on the transfer from Smith to Jones based on
consideration of $100,000 (the value of Whiteacre). The ROD will also collect documentary stamp tax
on the transfer from Jones to Smith based on consideration of $100,000 (the value of Blackacre).

Forward or Deferred 1031 Exchange

A “Forward” or “Deferred” 1031 exchange involves selling and purchasing properties from different
parties, using a qualified intermediary (intermediary). The intermediary holds the sale proceeds in
escrow until a property is bought.

For example:

Smith sells the relinquished property to Jones and engages an intermediary to hold the sale proceeds
in escrow. Within 180 days after closing, Smith purchases the replacement property from Johnny
using the sale proceeds.

The ROD will collect documentary stamp tax on both transfers; the relinquished property from Smith
to Jones and the transfer of the replacement property from Johnny to Smith.
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Reverse 1031 Exchange

Relinquished Property “Parked”: A “Reverse” 1031 Exchange occurs when a taxpayer identifies the
replacement property before transferring the relinquished property. A taxpayer must sell the relinquished
property before acquiring the replacement property, therefore, the taxpayer will transfer the relinquished
property to an Accommodation Titleholder (AT) or Exchange Accommodation Titleholder (EAT), until
it can be sold.

From the perspective of administering the documentary stamp tax, there are three transactions:

1. The transfer of the replacement property from the seller to the taxpayer (ROD collects
documentary stamp tax);

2. The transfer of the relinquished property from the taxpayer to the AT/EAT (exempt from
documentary stamp tax); and

3. The transfer of the relinquished property from the AT/EAT to the buyer (ROD collects
documentary stamp tax).

NOTE: If the taxpayer is unable to sell the relinquished property, the AT/EAT would reconvey the
replacement property to the taxpayer. This transaction would be exempt from documentary stamp
tax.

Replacement Property “Parked”: It is also possible the replacement property would be deeded to the
AT/EAT to hold instead of the relinquished property when the replacement property is acquired first.
The transactions involved in this would be:

1. The transfer of the replacement property from the seller to the AT/EAT (ROD collects
documentary stamp tax);

2. The transfer of the relinquished property from the taxpayer to the buyer (ROD collects
documentary stamp tax); and

3. The transfer of the replacement property from the AT/EAT to the taxpayer (exempt from
documentary stamp tax).

Normally, each of the above transactions would require the collection of documentary stamp tax
because they are bona fide transfers of interest. However, if the AT/EAT was not involved there would
only be two transfers of property: the transfer of the relinquished property to its new owner, and the
transfer of the replacement property to the taxpayer. Therefore, the IRS provided a safe harbor from
taxation on the “extra” transfer.

In order for the Register of Deeds to determine that transfers qualify for exemption because they are
part of a Reverse 1031 Exchange, the following elements must be present for each transfer:

1.  The agreement with the AT/EAT must include the following language:
“[AT/EAT] is acting solely as [Titleholder]'s agent for all purposes, except for federal
income tax purposes.”

2. The transfer must be to or from an AT/EAT; and

The taxpayer and AT/EAT must claim exemption #4 on the Real Estate Transfer Statement, Form
521.

NOTE: A copy of the exchange agreement should be provided to the recording office as well as a
disclosure of the parties involved.
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The ROD should not presume all Reverse 1031 Exchanges automatically qualify for an exemption

from documentary stamp tax.

APPROVED:
/s

Sarah R. Scott
Property Tax Administrator
July 8, 2025

For the Tax Commissioner
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