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Brownsville, TX 78521
Dear Client,




Re: Section 1031 Tax-Deferred Exchange

Thank you for referring your proposed Section 1031 tax deferred exchange matter to our office to be handled by us as your Qualified Intermediary.  This letter will serve to describe our services and our charges, and explain how an exchange works.

Exchange Agreement



A sample of the Exchange Agreement you will be asked to sign at the sale of your relinquished property may be viewed at our website 1031Facilitators.com.  Please review this document and consult with your independent tax advisor and/or attorney as appropriate.  Let them know they may call us to discuss the agreement if they have any question or comments.
Intermediary Fees

Our basic fee for a standard 2-property exchange is $2,250 ($1,125 for each property, i.e., the property you dispose of and the replacement property.) In the event you go out of more than one property, or into more than one property, there is an additional fee of $750 for each additional property.  In the event we are required to prepare documents in less than 48 hours, our expedite fee is $500. Our fees are deducted from the funds as they come into and go out of our trust account. Our complete fee schedule is posted on the internet at 1031Facilitators.Com. Occasionally, difficulties are encountered which require additional services. Common causes of these difficulties may be poorly trained realtors and closing agents, errors in contracts, changes to contracts after document preparation and financing requirements, among other issues. If any of these difficulties should occur, we will notify you of the issue(s) and advise you of the amount the additional fee.

In complex transactions such as where improvements are to be made by the intermediary to the replacement property or in reverse exchanges, it is not possible for us to identify all exchange issues. If unexpected issues arise, we will notify you of the issue(s) and advise you of the amount the additional fee.


Exchangors will be requested to approve additional fees that exceed fees stated in our published fee schedule by $1,000.
Cancellation Fee


If we have prepared the documents for the any leg of the exchange, there will be a cancellation fee of $750 if the exchange is terminated for any reason, or if you terminate our services as Intermediary. Additionally, once a leg of the exchange has been completed, our fee is non-refundable, even in the event the exchange is cancelled.
Wire Transfer Fees


For safety and speed, we handle funds from escrow and to escrow by wire transfer, rather than by cashier’s check or certified check.  This assures that the funds are safe and funds availability is immediate.  The wire transfer fees will be paid from the trust funds and will be shown on the accounting we give you for each transaction.
Exchange Procedure

(1) We work with the closing agent the parties have selected.  When we have the Purchase and Sale Agreement and all addenda to it, and the title report, we finalize the Exchange Agreement, attach the legal description of the property and prepare the other documents required for the exchange.  We send these documents to the closing agent along with wire transfer instructions so the net proceeds of the sale can be wired to our trust account. 

(2) The closing agent will obtain your signature on the deed and Exchange Agreement at the closing, and after the closing, the closing agent will furnish a complete set of documents to you.

(3) When the net sale proceeds have been wired to our trust account. Our fee for this first part of the transaction will be paid to us by the closing agent from the sale proceeds.  We will send you a statement for our services, marked “paid”, and an accounting of the funds when all aspects of the exchange have concluded.

(4) After the closing on your relinquished property, you will have 45-days to identify replacement property. The identification must be in writing and be signed by you. It is not necessary to have a property under contract in order to “identify” it.
(5) After you have identified your replacement property to us, you may take some time to finalize the Purchase and Sale Agreement with the seller. The only other deadline is that within 180 days from the closing on your relinquished property, all replacement property must be received by you.  When you have completed your negotiations with the seller, you should furnish us a copy of the signed Purchase and Sale Agreement.  We again work with the closing agent you and the seller have selected, and we prepare a package of documents to send to the closing agent.  The closing agent will send us copies of the settlement statements for our approval and request the needed amount of funds to be wired from our trust account. 

(6) We take our second leg fee from the account before we wire the funds to the closing agent, and then send you a statement for our services, marked “paid”, and an accounting of the funds we have disbursed for the purchase of your replacement property.

Keeping of Exchange Funds


Funds will be kept in one of our trust accounts at nationally recognized financial institutions. These accounts are insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000 and by private insurance procured by the institution. If you would like your funds invested in U.S. government bond funds or municipal bond funds for additional security, please identify your choice prior to closing. Prior to closing, you will be asked to designate a banking relationship in which the exchange funds will be held. We typically hold exchange funds at Frost Bank but can hold the exchange funds at any other institution or title company that you choose.

If you wish to have one or more additional accounts opened, we will charge an additional fee of $1,000 for each such account opened. Additionally, any interest paid on investment of exchange funds will be retained by 1031 Facilitators Inc. as part of our fee structure. 

Exchange funds may also be left with the closing agent or with any other financial institution or brokerage house, which will agree to comply with the regulations under Section 1031.

RESTRICTIONS ON YOUR ACCESS TO FUNDS:


Once we are in receipt of the sale proceeds from the sale of your relinquished property, we cannot pay any of these exchange funds to you until:

(a) The 45-day identification period has expired and no identification was in effect; or

(b) You properly identified property and closed on all identified property; or

(c) The 180 day exchange period has expired.

 Please refer to Section 18 of the Exchange Agreement.


If you wish to receive any cash (taxable “boot”) from the sale of your relinquished property, you must make this determination before closing, so the escrow closer can make the payment to you before wiring the net proceeds to us. After we are in receipt of the sales proceeds, the IRC §1031 regulations do not allow us to make discretionary distributions to you.

If the foregoing is acceptable, please sign and return one copy of this letter, with your Employer Identification or Social Security number filled in where indicated.  








Very truly yours,








1031 FACILITATORS, INC.








By__________________








 SHERYL A. SARYTCHOFF








 VICE PRESIDENT

The foregoing is accepted and agreed to:

___________________________________

___________________








 Tax ID No.

___________________________________

___________________








 Tax ID No.

