4TH QUARTER 2008

Exchange Services, Inc. and Montana Exchange Services, Inc. offer dynamic
seminars for real estate agents, lenders, attorneys, accountants, investors and
title companies. Contact an office near you to schedule a presentation!

CONGRESS LIMITS
§121 GAIN EXCLUSION

A Closer Look at the Housing Assistance Tax Act of 2008

When Congress passed the Housing Assistance Tax Act of 2008, their goal was to
help individuals in danger of losing their homes to foreclosure. However the bill also
included a modification to the Section 121 exclusion of gain on the sale of a primary
residence. This amendment certainly would not have been on any investment property
owners list for Santa Claus!

Under Section 121, a taxpayer can exclude up to $250,000 ($500,000 for married
couples) of gain from a sale of a primary residence if they have owned and occupied the
residence for two years during the five year period prior to the date of sale. Investment
property owners would take advantage of this exclusion by utilizing the following strategy.

Initially the taxpayer would sell investment property and defer tax by utilizing a 1031
exchange into a rental house. After a period of time, generally two years, the taxpayer
would move into the house and it would convert to a personal residence, assume two
additional years. Even though the taxpayer met the “two out of five year” requirement, a
special rule pertains to individuals who have acquired the property (Continued on Page 2)

— —

l'—;;@,/ | 580 JENSEN GROVE DRIVE 1006 WesT sussex AvE NMontana 7 ,ig’!’,p\r\
Exchange’ ~ 7 rosox 339 PO BOX 549 Fychanee,.., &
Services Iffc BLACKFOOT, 1D 83221 MISSOULA, MT 59801 . g '?/,./w '

! oA ] PH: 1.877.782.2515 Ph: 18663482577 Oervices, Inedj

Financial Security You Can‘“}'l?mst : ” : /
| [/ FAX: 1.208.785.2575 FAX: 1.406.541.4005 Financial Security You‘ CanyTrust

WWW.EXCHANGE-SERVICESINC.COM WWW.MTEXCHANGESERVICES.COM







