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    Read This First


Bottom lineThe best way to sell isn't the one with the lowest tax bill. It's the one that fits what you're trying to do: income, flexibility, staying in real estate, heirs, charity, or your next purchase. Pick the goal first, then the path, because the same $1M gain can leave you hundreds of thousands of dollars apart depending on the choice. In our California example, holding the land until death instead of selling it for cash leaves the family $316,836 more after 10 years (Chapter 17).



Two people can sell the same thing for the same profit and pay very different tax. One couple pays $418,437 of tax on a $1,000,000 gain. Another couple, with the same gain, pays $0 this year, and some pay $0 ever. The difference is not luck. It comes from three things: what you sold, how you sold it, and when and where you sold it.

This book puts those three things side by side, using one consistent example: a $1,000,000 gain.

How it is written:

	Plain words, real rules. Each idea is explained simply. Nothing is made up or left out to make it sound easy. A technical appendix at the back gives your CPA the code sections.

	Real math. Every worked number comes from one tax engine, run on 2026 law. The people are invented. The math is not.

	No favorites. This book does not sell any one way to sell. Each path gets the same treatment: how it works, who it fits, the numbers, the risks, the costs, and the questions to ask your CPA.

	Dates and sources. Every rate and dollar limit carries its date and where it comes from. Tax law changes. When it does, check the date.




One word you will not see. You will not see a deferred gain described as free of tax. Putting off a tax is called deferral. The tax is still owed later, unless something else erases it. When a gain truly never gets taxed, like the home sale exclusion, this book says the gain is excluded.

This is education, not advice. Your facts are different from every example here. Before you do anything, sit down with your own CPA and your own tax attorney.

Who wrote it. I'm Hans Goldstein. I write tax education as Hans Goldstein: Tax & Exit Planning. I am not a CPA or an attorney. I am also a licensed insurance agent. One path in this book, the structured installment sale, is funded with an insurance contract, so I could be paid a commission if a reader later used one with me. That is a conflict of interest. That is why that path gets no more space or praise here than any other, and why the Disclosures page explains it in full.


  
    How to Read the Numbers

Every example in this book uses the same household, unless a chapter says otherwise.


	A married couple, both under 65, filing jointly.

	$150,000 a year of other income (wages or a pension), every year.

	The sale happens in 2026.

	Two versions of every example: a California couple and a Texas couple. California taxes capital gains as ordinary income, up to 13.3%. Texas has no state income tax. Most states fall in between.



What the engine counts. Federal income tax, the alternative minimum tax (AMT) when it applies, the 3.8% net investment income tax, and state income tax. Each number is the extra tax the sale causes: the tax with the sale, minus the tax the couple would owe anyway.

What it does not count. Selling costs, local transfer taxes, Medicare premium surcharges, and changes in the law after October 9, 2026. Years after 2026 use the 2026 brackets (the engine does not guess future inflation).

Two kinds of totals. Many tables show the tax two ways:

	Total tax: every year's tax added up.

	Present value: what that stream of tax is worth in today's dollars, if money earns 5% a year. A dollar of tax paid in ten years costs you less than a dollar paid today, because you keep the use of it until then. Present value is the fair way to compare a tax paid now with a tax paid later.



Bottom lineA tax put off is not a tax saved. It is a tax paid later, which is worth something, but not everything. Watch both totals.





  
    Part I · The Basics
Chapter
01
One Gain, Many Tax Bills


Your tax bill on a sale is not set by the gain alone. Three dials set it: what kind of gain it is, when you take it, and what your basis is.

Here is the same $1,000,000 gain, taxed four different ways in 2026, for our Texas couple with $150,000 of other income:



	What they sold
	Federal tax in 2026





	Stock held 11 months (short-term)
	$354,611



	A painting held 10 years (collectible)
	$317,714



	Land held 10 years (long-term)
	$216,113



	Their home, after the home sale exclusion
	$90,405







Same gain. Four bills. The rest of this book explains why, and what else could change the answer.

Picture itSame $1,000,000 gain, different asset: federal tax in the year of sale (Texas)[image: Same $1,000,000 gain, different asset: federal tax in the year of sale (Texas)]Engine run, 2026 law, married couple with $150,000 of other income, no state income tax. Federal income tax, the 3.8% net investment income tax and AMT. Qualified small business stock assumes stock issued before July 5, 2025 and held more than 5 years. Inherited: basis stepped up to value at death.

Dial 1: What kind of gain it is (the rate)
The tax code sorts a gain into groups, and each group has its own top rate:

	Ordinary income rates (up to 37%): short-term gains, depreciation recapture on equipment, a payment for a promise not to compete, inventory.

	28% at most: collectibles, like art, coins, gold and wine.

	25% at most: the part of a building's gain that came from depreciation (called unrecaptured Section 1250 gain).

	0%, 15% or 20%: most other long-term gains, like stock, land and the rest of a building's gain.

	Excluded: some gains are never taxed at all, like part of a home sale gain or qualified small business stock.




On top of those, there can be a 3.8% tax on investment income, the alternative minimum tax, and state tax.

Dial 2: When you take it (the timing)
Tax brackets work like buckets. The first dollars of income fill cheap buckets. Later dollars land in expensive ones. A gain taken all in one year climbs high into the expensive buckets. The same gain spread over ten years can stay low.


Timing also means deferral: putting the tax off to a later year. A 1031 exchange, an opportunity zone fund and an installment sale all do this. Deferral is worth real money, because you keep the use of the tax until it is due. But a deferred tax is still owed.

Dial 3: What your basis is
Your gain is the price minus your basis. Basis is mostly what you paid, plus improvements, minus depreciation. Change the basis and you change the gain.
The biggest basis change in the tax code happens at death. When someone dies, the basis of most property they own resets to its value that day. Their heirs can sell the next day and owe little or nothing. That is why "hold until death" is a real way to sell, and why it shows up in every chapter of this book.

Bottom lineBefore you ask "how much tax will I owe," ask three questions: What kind of gain is it? When will I take it? What is my basis, and could it change?





  
    Chapter
02
The Tax Stack in 2026


Think of your tax as a stack. Your other income sits at the bottom. The gain sits on top. Where the gain lands in the stack sets its rate.

The 2026 federal brackets for long-term gains
For 2026, the IRS set these lines (Rev. Proc. 2025-32, published October 2025):



	Filing status
	0% rate on long-term gain up to this taxable income
	15% up to
	20% above





	Married filing jointly
	$98,900
	$613,700
	$613,700



	Single
	$49,450
	$545,500
	$545,500







These lines are measured on all your taxable income, not just the gain. Your wages and pension fill the bottom of the stack first. Then the gain is stacked on top.

The 2026 standard deduction for a married couple is $32,200 (Rev. Proc. 2025-32). Brackets were made permanent by the 2025 tax law (P.L. 119-21, July 4, 2025).


ExampleOur couple has $150,000 of other income. After the $32,200 standard deduction, their taxable income is $117,800 before any sale. That is already past the $98,900 line, so none of their gain gets the 0% rate. Their first gain dollars are taxed at 15%. Once the stack passes $613,700, the rest is taxed at 20%.



The other layers
The 25% layer for buildings. When you sell a rental or commercial building, the part of the gain that equals the depreciation you took is "unrecaptured Section 1250 gain." It is taxed at your ordinary rate, but never more than 25% (IRC §1(h)(1)(E), (h)(6)).


The 28% layer for collectibles. Art, antiques, coins, gold, stamps, wine and similar items held more than a year are taxed at your ordinary rate, but never more than 28% (IRC §1(h)(4), (h)(5)). Chapter 9 covers what counts.

Ordinary rates. Short-term gains (assets held one year or less) and ordinary income from a sale (equipment recapture, inventory, a non-compete payment) are taxed like wages: 10% up to 37% in 2026.

The 3.8% net investment income tax. If your modified adjusted gross income is over $250,000 (married) or $200,000 (single), a 3.8% tax applies to the smaller of your investment income or the amount over the line (IRC §1411). These lines are set in the statute and are not raised for inflation. Gains on investment property count. A gain on a business you actively work in usually does not.

The alternative minimum tax (AMT). A second way of figuring tax. A big gain in one year can phase out the AMT exemption and add a few thousand dollars. The engine includes it whenever it applies.

State tax. California taxes every capital gain as ordinary income, with rates up to 12.3%, plus a 1% Behavioral Health Services Tax on taxable income over $1,000,000, for a top rate of 13.3% (California Revenue and Taxation Code §17041 and §17043; FTB 2025 Form 540 instructions). Alaska, Florida, Nevada, New Hampshire, South Dakota, Tennessee, Texas and Wyoming did not tax individuals' capital gains in 2026. Washington taxes long-term capital gains above a large yearly deduction at 7%, plus 2.9% more on gains over $1,000,000, but exempts real estate (RCW 82.87.040, 82.87.050).

One gain, run through the stack
Here is how our California couple's $1,000,000 long-term gain on land breaks down in 2026:



	Layer
	Tax





	Federal income tax, including $6,708 of AMT
	$181,913



	Net investment income tax (3.8%)
	$34,200



	California
	$100,723



	Total
	$316,836







The Texas couple pays the same federal tax and investment tax: $216,113. The $100,723 difference is the state.

Bottom lineThe federal rate on a big long-term gain is usually 20% plus 3.8%. In California, add up to 13.3%. Everything in this book is a way to move some of the gain to a lower layer, a later year, a different state, or out of the stack entirely.





  
    Chapter
03
Basis: Bought, Gifted or Inherited


Your basis decides your gain. How you got the property decides your basis.

If you bought it
Your basis starts at what you paid, plus purchase costs. Add improvements. Subtract depreciation you took (or could have taken) on a rental or business property. The result is your adjusted basis.


If you inherited it
Property you inherit generally gets a new basis: its fair market value on the date of death (IRC §1014). Tax people call this a step-up. Any gain that built up during the owner's life is never taxed as income.


Inherited property is also treated as held more than one year, so a later gain is long-term even if the heir sells the next week (IRC §1223(9)).

Married couples in community property states. In California, Texas and the other community property states, when one spouse dies, both halves of community property can get the new basis, not just the half that belonged to the spouse who died (IRC §1014(b)(6)). In other states, only the half that belonged to the spouse who died is stepped up.

What does not step up. A few things keep the old tax: an installment note (the unpaid gain is still taxed to the heirs), and deferred gain in an opportunity zone fund. Retirement accounts do not get a step-up either. Chapter 14 covers these.

If someone gave it to you
A gift does not reset basis. You take over the giver's basis (IRC §1015). Tax people call this carryover basis. If your parent bought land for $200,000 and gives it to you when it is worth $1,200,000, your basis is $200,000. Sell it and the whole $1,000,000 gain is yours to pay.


Same land, two ways to pass it down
A parent owns land worth $1,200,000 with a $200,000 basis. The child, a married couple with $150,000 of other income, sells it for $1,200,000.



	How the child got it
	Child's basis
	Child's gain
	Tax, Texas
	Tax, California





	Inherited at death
	$1,200,000
	$0
	$0
	$0



	Gift during life
	$200,000
	$1,000,000
	$216,113
	$316,836







What to know before you choose it
Holding until death trades flexibility for the step-up. The parent keeps the property, its risks and its upkeep. Large estates may owe estate tax: for 2026, the federal exclusion is $15,000,000 per person (IRC §2010(c)(3) as amended by P.L. 119-21; Rev. Proc. 2025-32). Some states have their own estate or inheritance tax with lower limits.





Bottom lineGifts carry the tax with them. Inheritance usually wipes it out. If a parent is older and the heirs plan to sell, ask the CPA to compare "give it now" with "leave it in the will" before anyone signs anything.




  
    Part II · What You Sell
Chapter
04
Your Home


The home sale exclusion is the biggest true exclusion most people will ever use. Get it right before you think about anything else.

The rule
If you owned your home and lived in it as your main home for at least 2 of the 5 years before the sale, you can exclude up to $250,000 of gain, or $500,000 for a married couple filing jointly (IRC §121; IRS Publication 523). The gain you exclude is never taxed. It is not deferred. It is gone.



	For the $500,000 amount, either spouse can meet the ownership test, but both must meet the use test, and neither can have used the exclusion in the 2 years before.

	Once every 2 years. You can use it again on a later home, but not more often than once every 2 years.

	The 2 years do not have to be in a row. Any 24 months out of the last 60 count.

	A surviving spouse who has not remarried can still use the $500,000 amount on a sale within 2 years of the spouse's death (IRC §121(b)(4)).

	Moved early for a job, health or another unforeseen reason? You may get a partial exclusion (Publication 523).



What the exclusion does not cover
Depreciation. If you ever rented out the home or used part of it as a home office and took depreciation after May 6, 1997, that depreciation is taxed when you sell, at up to 25% (IRC §121(d)(6)).


Years it was not your home. If you rented the house out after 2008 and then moved back in, the rental years before you moved in can cut the exclusion ("nonqualified use," IRC §121(b)(5)). Years after you move out for good do not count against you, as long as you sell within the 2-of-5 window.

Gain above the limit. Everything above $250,000 or $500,000 is a normal long-term capital gain, and it counts as investment income for the 3.8% tax.

Same $1,000,000 gain on a home, three ways
Our married couple lived in the house for 20 years. Their gain is $1,000,000.



	How they sell
	Gain taxed
	Tax, Texas
	Tax, California





	If the home sale exclusion did not exist
	$1,000,000
	$216,113
	$316,836



	Cash sale with the $500,000 exclusion
	$500,000
	$90,405
	$136,816



	Same, but paid over 5 years (installment sale)
	$500,000
	$75,000 in total
	$121,055 in total



	One spouse dies first, then the survivor sells (community property state)
	$0 in many cases
	$0
	$0







Tax and money, side by sideYour home, $1,000,000 gain, California couple[image: Your home, $1,000,000 gain, California couple]Price $1,500,000, basis $500,000, $500,000 excluded. Tax on the gain only. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law.

The installment row assumes a $1,500,000 price paid in 5 equal yearly payments with interest, and only the gain above the exclusion is spread. The interest is taxed separately as ordinary income.

The last row is the step-up from Chapter 3. In a community property state, if one spouse dies, both halves of the home can get a new basis equal to its value at death. A sale soon after can carry little or no gain. In other states only half is stepped up.

What to know before you choose it
The exclusion needs both the ownership test and the use test. Moving out years before selling can lose it. Renting the home before moving in can shrink it. Depreciation is always taxed. If one spouse is very ill, talk to an estate attorney before selling, because a sale before death gives up the step-up.



Other ways people sell a home

	Rent it out first, then do a 1031 exchange. A home that becomes a rental can later qualify for both the exclusion and a 1031 exchange in the same sale, under IRS guidance for that combination (Rev. Proc. 2005-14). The timing rules are strict. Ask your CPA before you move out.

	Sell to family below value. The discount is a gift. The family member takes over your basis for the gift part. Ask before you do it.

	Give it to a charity, or to a charitable remainder trust. Possible, but a home you still live in creates special problems. Chapter 13.





Questions for your CPADo we both meet the 2-of-5-year use test? Was any part of the home ever depreciated (rental, home office)? Did we ever rent it before living in it? Is the house community property? If one of us is in poor health, does it make sense to wait?





Bottom lineUse the exclusion first. Spread or defer only what is left. And if a sale is optional and one spouse is very old or ill, the step-up may beat every other plan in this book.




  
    Chapter
05
Rental and Commercial Real Estate


A building is taxed in layers. Depreciation you took comes back first, at up to 25%. The rest is a normal long-term gain.

The example
Our couple bought a rental for $900,000. Over the years they took $300,000 of depreciation, so their adjusted basis is $600,000. They sell for $1,600,000. Their gain is $1,000,000:



	$300,000 is unrecaptured Section 1250 gain (the depreciation coming back), taxed at up to 25%.

	$700,000 is regular long-term gain, taxed at 0%, 15% or 20%.



All of it is investment income for the 3.8% tax, unless the owner is a real estate professional whose rental is not passive (IRS rules for that are strict; ask your CPA).

Six ways to sell the same building



	Way
	Tax in 2026
	Total tax, 10 years
	Present value of the tax
	Still taxable later?





	Cash sale, Texas
	$245,401
	$245,401
	$245,401
	No



	Cash sale, California
	$346,124
	$346,124
	$346,124
	No



	Installment sale, 10 years, Texas
	$22,128
	$171,384
	$141,999
	No



	Installment sale, 10 years, California
	$31,339
	$263,494
	$216,680
	No



	1031 exchange (all of it)
	$0
	$0
	$0
	Yes, all $1,000,000, unless held until death



	Opportunity zone fund, Texas
	$0
	$208,033
	$155,237
	Growth only, and it can be excluded after 10 years



	Opportunity zone fund, California
	$100,723
	$308,756
	$255,960
	Same, plus California taxes fund growth



	Hold until death
	$0
	$0
	$0
	No: the heirs get a new basis







Tax and money, side by sideRental building, $1,000,000 gain, California couple[image: Rental building, $1,000,000 gain, California couple]Price $1,600,000, basis $600,000 after $300,000 of depreciation. A 1031 and keeping the building have the same numbers here. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law.

The installment sale assumes 10 equal principal payments starting at closing, at 5% interest. Under the installment rules, each payment carries its share of the 25% layer first, then the rest (Treas. Reg. §1.453-12). The interest is taxed separately as ordinary income and is not in these totals.

The opportunity zone row assumes the couple invests the whole $1,000,000 gain in a qualified opportunity fund in January 2027 and holds it more than 10 years. Federal tax on 90% of the gain comes due in 2032, keeping its 25% and 20% layers. California does not follow the federal opportunity zone rules, so the California couple pays state tax on the whole gain in 2026. Chapter 12 has the details and the risks.

Cost segregation changes the year-one bill
Some owners order a cost segregation study. It splits the building into parts that can be written off faster: carpets, fixtures, parking lots. That speeds up deductions while you own the building. But when you sell, the depreciation on those parts comes back as Section 1245 recapture, which is ordinary income (up to 37%), and under the installment rules it is all taxed in the year of sale, no matter how you are paid (IRC §453(i)).


Same building, but $150,000 of the $300,000 depreciation came from cost segregation:



	Way
	Tax in 2026, Texas
	Total, Texas
	Tax in 2026, California
	Total, California





	Cash sale
	$246,901
	$246,901
	$347,624
	$347,624



	Installment sale, 10 years
	$59,658
	$178,958
	$81,424
	$271,068







The total barely moves. The year-one bill on the installment sale nearly triples, because the recapture cannot be spread.

What to know before you choose it
A 1031 exchange needs another property, a qualified intermediary, and tight deadlines (45 days to identify, 180 days to close). An installment sale puts your money in a note that can default; a structured installment sale moves that risk to a third party but locks the schedule. An opportunity zone fund is a private investment you cannot easily sell for 10 years. Each is covered in Part III.



Commercial property and land
Commercial buildings follow the same rules as rentals. Land is never depreciated, so a land sale has no 25% layer and no recapture. That is why land is the example in the master matrix (Chapter 16).



Questions for your CPAHow much depreciation have we taken, and was any of it from cost segregation or bonus depreciation? Are we passive, or do we qualify as real estate professionals? Do we have suspended passive losses on Form 8582 that the sale will free up? If we 1031, will we get any boot, including a smaller loan?





Bottom lineOn a building, the 25% layer and any Section 1245 recapture set the floor. A 1031 exchange defers all of it. An installment sale spreads the 25% and 20% layers but not the fast recapture. Holding until death erases all of it.




  
    Chapter
06
Land and Farms


Bare land is the simplest gain in the tax code: no depreciation, no recapture, one long-term gain. Farms add a few special rules, and one new one from 2025.

Land held for investment
Land is never depreciated (Treas. Reg. §1.167(a)-2). Sell land held more than a year and the whole gain is long-term capital gain at 0%, 15% or 20%, plus the 3.8% investment tax if you are over the line. That is why land is the example in the master matrix (Chapter 16): $216,113 of tax on a $1,000,000 gain in Texas and $316,836 in California, for our couple.


Watch out for dealer status. If you subdivide and sell lots as a business, the land can become inventory. Dealer property cannot use a 1031 exchange or the installment method, and the gain is ordinary income (IRC §1031(a)(2); §453(b)(2)).

Farm land and farm property
Land and buildings used in a farm business are Section 1231 property. If your Section 1231 gains for the year are bigger than your Section 1231 losses, the net gain is taxed as long-term capital gain (IRC §1231(a)).


Three farm-only wrinkles:

	The 5-year lookback. If you deducted net Section 1231 losses in any of the 5 prior years, that much of this year's gain is taxed as ordinary income instead (IRC §1231(c)).

	Soil and water deductions come back. If you deducted soil and water conservation costs (IRC §175) and sell the land within 10 years of buying it, some of the gain is ordinary income: all of the deductions if you held 5 years or less, then 80%, 60%, 40% and 20% in years 6 through 9, and none at 10 years or more (IRC §1252).

	Cost-sharing payments. Certain government conservation payments you excluded from income come back as ordinary income when you sell (IRC §1255).




New in 2026: paying the tax on farmland in 4 installments
The 2025 tax law added a new option for farmers who sell farmland to farmers (IRC §1062, added by P.L. 119-21 §70437).



	What it does: the seller can elect to pay the income tax caused by the gain in 4 equal yearly installments instead of all at once. The first is due on the return due date for the year of sale (without extensions), and the rest on the next 3 due dates.

	Which tax: regular federal income tax only. The 3.8% investment tax, the alternative minimum tax and state tax are paid as usual.

	The land: used as a farm by the seller, or leased to a qualified farmer, for substantially all of the 10 years before the sale, and sold with a recorded covenant that it stays farmland for 10 years.

	The buyer: an individual actively engaged in farming.

	Catches: a late installment, or the seller's death, makes the rest due at once. No interest charge appears in the statute or the Form 1062 instructions as of October 9, 2026.

	When: sales in tax years beginning after July 4, 2025 (2026 sales for most people). Elect on Form 1062 with the return.



Our example. The couple sells farmland with a $1,000,000 gain to a young farmer. Their regular federal tax on the gain is $175,205. Under Section 1062 they pay $43,801 a year for 4 years. At 5%, that stream is worth $163,083 today, a present-value saving of $12,122. The tax itself is the same.

Compare an installment sale. If the young farmer pays them over 10 years instead (Chapter 10), the gain itself is spread, which cuts the tax: $150,000 in total over 10 years in Texas instead of $216,113. A farm installment note is also exempt from the interest charge on large notes (IRC §453A(b)(3)). The trade-off: Section 1062 lets the seller get all the cash at closing, while an installment sale makes the seller the lender.

Tax and money, side by sideFarmland, $1,000,000 gain, California couple[image: Farmland, $1,000,000 gain, California couple]Price $1,200,000, basis $200,000. Section 1062 spreads the payment of the regular federal tax, not the gain. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law.

Other paths for farm families



	Hold until death. Land often has a very low basis. The step-up at death erases the gain (IRC §1014). For estates with a working farm, special-use valuation can also lower the estate tax value by up to $1,460,000 for 2026 deaths (IRC §2032A; Rev. Proc. 2025-32).

	1031 exchange into other farmland or other real estate (Chapter 11).

	Conservation easement. Selling or donating development rights can produce a deduction or cash while you keep farming. Qualified farmers and ranchers can deduct a donated easement up to 100% of their income base (IRC §170(b)(1)(E)). Be careful: the IRS treats syndicated easement deals, sold to outside investors for big write-offs, as listed transactions (Chapter 20).



What to know before you choose it
Section 1062 does not lower the tax, it only spreads the payments, and it ties the land to farming for 10 years, which can lower its price. Check the 5-year lookback and soil and water recapture before you price the sale.





Questions for your CPADid I deduct any net Section 1231 losses in the last 5 years? Did I take soil and water conservation deductions? Does my buyer qualify for Section 1062? Would an installment sale or holding until death beat it?





Bottom lineBare land is taxed once, at long-term rates. Farmers selling to farmers can now spread the payment of the federal tax over 4 years. Spreading the gain itself, through an installment sale, saves more but makes you the bank.




  
    Chapter
07
Your Business


When you sell a business, the deal's paperwork decides your tax. Stock or assets, how the price is split, and what kind of company you own can move the bill by six figures on the same profit.

Stock sale or asset sale

	Stock sale (or selling your LLC or partnership interest): you sell your ownership. For most owners, the gain is long-term capital gain. If you work in the business, the gain usually escapes the 3.8% investment tax.

	Asset sale: the company sells its equipment, customer lists, name and goodwill. The price must be split among the assets, and each piece is taxed by its own rule.




Buyers usually want assets: they get a fresh basis and new write-offs. Sellers usually want stock. The price often moves to settle that fight.

How an asset sale price is split
Buyer and seller split the price into seven classes on IRS Form 8594, using the residual method (IRC §1060; Form 8594 instructions):



	Class
	What goes there
	How the seller is taxed





	I
	Cash and bank deposits
	No gain



	II
	Traded securities, CDs, foreign currency
	Usually capital



	III
	Accounts receivable and similar
	Ordinary for a cash-method seller



	IV
	Inventory
	Ordinary, and it cannot be put on an installment note



	V
	Equipment, furniture, buildings, land
	Equipment: ordinary up to past depreciation (Section 1245). Buildings: 25% layer, then capital



	VI
	Section 197 intangibles other than goodwill: customer lists, patents, a promise not to compete
	Mostly capital, but a non-compete payment is ordinary income



	VII
	Goodwill and going concern value (whatever is left)
	Capital gain







A written allocation binds both sides. If you and the buyer agree on the split in writing, you generally cannot change it later (IRC §1060(a); Treas. Reg. §1.1060-1(c)(4)). Negotiate the allocation as hard as the price.

Payments to you personally for consulting or a job after the sale are wages or self-employment income, taxed at ordinary rates.

Same $1,000,000 gain, five ways
Our couple owns an S corporation and works in it. Their gain is $1,000,000. In the asset sale, $200,000 of the price goes to equipment they had depreciated, $50,000 to a non-compete, and $750,000 to goodwill.





	How they sell
	Tax, Texas
	Tax, California





	Stock sale
	$181,913
	$282,636



	Asset sale with equipment recapture and a non-compete
	$211,219
	$311,942



	Asset sale, no non-compete (that $50,000 moved to goodwill)
	$204,719
	$305,442



	Stock sale, paid over 5 years (installment)
	$150,000 in total
	$242,555 in total



	Stock sale after a real move from California to Texas
	
	$181,913






Tax and money, side by sideYour business, $1,000,000 gain, California couple[image: Your business, $1,000,000 gain, California couple]S corporation, price $1,250,000, basis $250,000, owner works in the business. California S corporation tax not included. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law.

The asset sale costs $29,306 more than the stock sale here, all from the equipment recapture and non-compete being taxed at ordinary rates. California S corporations also pay a 1.5% state tax on their own income (Franchise Tax Board, business tax rates), which an asset sale adds to; that is not in the table.

The move row. Gain on selling stock is generally taxed by the state where you live. A California couple who truly moves to Texas before the sale can avoid California's tax on that gain. This only works with a real, documented move, made before the deal is agreed, and California audits these moves (Chapter 15). It does not work for real estate located in California.

If your company is a C corporation
A regular C corporation pays its own tax: a flat 21% federal rate (IRC §11(b)), plus 8.84% in California (Franchise Tax Board). In an asset sale, the company pays tax on its gain, then you pay tax again when the cash comes out to you. That is the double tax.





	C corporation, $1,000,000 gain
	Texas
	California





	Stock sale: you pay one tax on your gain
	$216,113
	$316,836



	Asset sale, then liquidate: company tax
	$210,000
	$279,836



	plus your tax on the $790,000 (Texas) or $720,164 (California) that comes out
	$159,425
	$210,848



	Asset sale total
	$369,425
	$490,684






The double tax costs $153,312 more in Texas and $173,848 more in California. (The example assumes a clean case where your stock basis is small and all the company's value is its gain. The stock sale here is taxed like an investor's, with the 3.8% tax.)

Personal goodwill. In some businesses, the goodwill belongs to the owner, not the company: the owner's skill, name and relationships. If so, the owner can sell personal goodwill directly to the buyer, taxed once as capital gain, while the company sells only its own assets. The Tax Court accepted this where the owner had no employment contract or non-compete with his own company (Martin Ice Cream Co. v. Commissioner, 110 T.C. 189 (1998); Norwalk v. Commissioner, T.C. Memo. 1998-279). It failed where the owner had signed a non-compete with his own corporation, so the goodwill belonged to the company (Howard v. United States, 448 F. App'x 752 (9th Cir. 2011)). Get an appraisal and legal advice before relying on it.

Qualified small business stock (Section 1202)
If you hold stock in a C corporation that qualifies, part or all of your gain can be excluded from federal tax.



	Stock acquired after September 27, 2010 and on or before July 4, 2025: 100% excluded if held more than 5 years, up to the greater of $10,000,000 or 10 times your basis, per company (IRC §1202(a)(4), (b)).

	Stock acquired after July 4, 2025 (2025 law changes): 50% excluded after 3 years, 75% after 4 years, 100% after 5 years, up to $15,000,000 per company (indexed for inflation after 2026). The company's gross assets can be up to $75,000,000 when the stock is issued, up from $50,000,000 (IRC §1202 as amended by P.L. 119-21 §70431).

	The part not excluded is taxed at up to 28%. The excluded part is not hit by the 3.8% tax, and for stock acquired after September 27, 2010 there is no AMT add-back.

	Not eligible: S corporations, LLCs taxed as partnerships, and businesses in fields like health, law, accounting, consulting, financial services, farming, hotels and restaurants (IRC §1202(e)(3)).

	California does not conform. It taxes the whole gain (FTB Publication 1001).






	Qualified small business stock, $1,000,000 gain (investor)
	Texas
	California





	Not qualified (normal stock sale)
	$216,113
	$316,836



	New-law stock held 3 years (50% excluded)
	$141,898
	$242,621



	New-law stock held 4 years (75% excluded)
	$63,828
	$164,551



	Held more than 5 years (100% excluded)
	$0
	$100,723






Selling to your employees: an ESOP and Section 1042
If you sell stock of a C corporation to an employee stock ownership plan (ESOP), you can defer the gain by reinvesting in stocks and bonds of other U.S. operating companies (IRC §1042).



	The ESOP must own at least 30% of the company after the sale, you must have held the stock at least 3 years, and you must buy the replacement securities within 3 months before to 12 months after the sale.

	Your low basis carries into the replacement securities. If you hold them until death, the deferred gain is erased by the step-up (IRC §1042(e); §1014).

	Through 2027, only C corporation stock qualifies. For sales after 2027, S corporation stock can qualify for up to 10% of the amount realized (IRC §1042(h), added by SECURE 2.0).

	California's treatment of Section 1042 was not confirmed for this book; ask your CPA.



What to know before you choose it
Asset sales usually bring a higher price but more ordinary income. Installment notes from buyers of small businesses default more often than real estate notes, and the note is only as good as the business you sold. QSBS and ESOP rules are strict and documentation-heavy.





Questions for your CPAIs my company a C or S corporation, and could a stock sale or Section 338(h)(10) election work? How should the price be allocated on Form 8594? Is any goodwill personal? Does my stock qualify under Section 1202, and which set of rules applies? Would an ESOP work for my company?





Bottom lineFor an S corporation or LLC owner, the fight is over the allocation. For a C corporation owner, avoiding the double tax is worth more than almost anything else in this book.




  
    Chapter
08
Stocks, Funds and Crypto


With stocks and crypto you cannot use an installment sale or a 1031 exchange. Your tools are the calendar, your losses, gifts and the step-up.

Short-term or long-term
Hold more than one year and the gain is long-term (IRC §1222). Hold one year or less and it is short-term, taxed like wages.



	Same $1,000,000 stock gain
	Texas
	California





	Long-term
	$216,113
	$316,836



	Short-term (held one year or less)
	$354,611
	$455,334



	Cost of selling a few weeks too early
	$138,498
	$138,498







California taxes both the same way, as ordinary income, so the whole difference is federal.

Five ways to cut the tax on the same stock gain



	Way
	Texas
	California





	Sell it all, long-term, this year
	$216,113
	$316,836



	Split the sale over two tax years ($500,000 each)
	$180,810 in total
	$273,632 in total



	Sell $300,000 of losing positions the same year (harvest losses)
	$138,005
	$203,972



	Give shares worth $200,000 (with almost no basis) to a donor-advised fund first, sell the rest
	$104,749
	$161,735



	Hold until death
	$0
	$0







Tax and money, side by sideStock, $1,000,000 long-term gain, California couple[image: Stock, $1,000,000 long-term gain, California couple]Value $1,200,000, basis $200,000. The donor fund row gives away $200,000 of value. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law.

Splitting across years works because each year has its own brackets and its own $250,000 line for the 3.8% tax. Selling half in December and half in January can save tens of thousands. The cost: one year of market risk on half the shares.

Harvesting losses. Losses offset gains first. Leftover losses offset $3,000 a year of other income and carry forward with no time limit (IRC §1211(b), §1212(b)). Watch the wash sale rule: if you buy the same or substantially identical stock within 30 days before or after selling at a loss, the loss is put off (IRC §1091).

Giving appreciated shares. Give shares you have held more than a year to a public charity or a donor-advised fund and you generally deduct their full value, up to 30% of your income, and never pay tax on their gain. From 2026, itemized charitable deductions count only above 0.5% of your income (IRC §170(b)(1)(I), added by P.L. 119-21), and for people in the top 37% bracket, itemized deductions are trimmed so each dollar is worth about 35 cents (IRC §68 as amended). Both are built into the numbers above. The gift has to happen before a sale is arranged.

Pick your shares. If you sell part of a position, you can choose which lots to sell by telling your broker at the time of sale. Otherwise the oldest shares are treated as sold first (Publication 550).

What you cannot do with traded stock

	No installment sale. Publicly traded stock and securities cannot use the installment method (IRC §453(k)(2)).

	No 1031 exchange. Since 2018, only real property qualifies (IRC §1031(a)(1)).




Crypto
The IRS treats cryptocurrency as property, not currency (Notice 2014-21). Selling, swapping one coin for another, or spending it is a sale. The same long-term and short-term rules apply.



	Wash sales: as of October 9, 2026, the wash sale rule covers "stock or securities," and Congress had not extended it to bitcoin-type crypto (IRC §1091; P.L. 119-21 made no change). So a crypto investor can sell at a loss and buy back right away, and the loss counts. Crypto that is itself a security (a tokenized stock) is covered by the rule, and brokers report those wash sales (2026 Form 1099-DA instructions).

	Reporting: brokers report gross proceeds on Form 1099-DA for sales on or after January 1, 2025, and cost basis only for crypto bought in that broker account on or after January 1, 2026 (T.D. 10000). Keep your own records for older coins.

	No 1031: swaps were not like-kind even before 2018, according to IRS Chief Counsel (CCA 202124008), and 1031 is real-property-only now.

	Staking and airdrops are ordinary income when you receive them (Rev. Rul. 2023-14; Rev. Rul. 2019-24).

	NFTs: an NFT can be taxed as a collectible, at up to 28%, if what it represents is a collectible, like a gem or a bottle of wine (Notice 2023-27). The IRS has not designated ordinary crypto as a collectible.



What to know before you choose it
Every way to cut the tax on stock involves either waiting (market risk), giving something away, or using losses you already have. Do not hold a stock you no longer want just to save tax unless the numbers clearly justify the risk.





Questions for your CPAWhich lots should I sell? Do I have capital loss carryovers? Should I split the sale across two tax years? Would gifting shares to a donor-advised fund make sense this year? Am I close to the $250,000 line for the 3.8% tax?





Bottom lineFor traded stock and crypto, the holding period, the calendar and your losses do most of the work. Giving shares and holding until death do the rest.




  
    Chapter
09
Collectibles: Art, Coins, Gold, Wine and NFTs


Collectibles are taxed harder than stocks. The top federal rate on a long-term collectibles gain is 28%, not 20%, plus the 3.8% investment tax.

What counts as a collectible
For the 28% rate, a collectible is (IRC §1(h)(5), §408(m)):

	any work of art;

	any rug or antique;

	any metal or gem, which includes gold, silver and platinum bullion and gold coins;

	any stamp or coin;

	any alcoholic beverage, like wine or whiskey;

	any other tangible personal property the IRS names.




Bullion and American Eagles. IRAs have a special exception that lets them hold certain coins and bullion. That exception does not apply to the 28% rate. Sell bullion or bullion coins at a gain and the 28% rate applies (IRC §1(h)(5)(A)).

Gold and silver funds. A fund set up as a trust that holds physical metal is treated as if you own the metal. Its sponsors tell investors that shares held more than a year are taxed at the 28% collectibles rate, based on the look-through rule for trusts and partnerships (IRC §1(h)(5)(B)). Funds that hold mining stocks or futures are taxed differently.

NFTs. An NFT is treated as a collectible if what it represents is a collectible (Notice 2023-27). Whether digital art counts as a "work of art" is still an open question.

Not settled: sports cards, jerseys and other memorabilia are not on the list. Whether they are collectibles depends on the facts. Ask your CPA.

The rate is a cap
The 28% is a maximum. If your ordinary rate is lower, you pay the lower rate. And collectibles held one year or less are short-term and taxed as ordinary income.


Same $1,000,000 gain: a painting versus a stock
Our couple sells a painting they bought years ago, with a $1,000,000 gain:



	
	Texas
	California





	Same gain on stock (20% top rate)
	$216,113
	$316,836



	Gain on the painting (28% top rate)
	$317,714
	$418,437



	Extra cost of the collectibles rate
	$101,601
	$101,601



	Painting sold over 5 years (installment)
	$249,640 in total
	$342,195 in total







Tax and money, side by sideA painting, $1,000,000 gain, California couple[image: A painting, $1,000,000 gain, California couple]Value $1,200,000, basis $200,000, 28% collectibles rate. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law.

California taxes both as ordinary income, so the gap is all federal.

What works and what does not



	No 1031. Art, coins, gold and wine cannot be exchanged tax-deferred since 2018 (IRC §1031(a)(1)).

	Installment sales do work for a collector who is not a dealer. The installment method is the default for any sale with a payment after the year of sale, unless you are a dealer or the item is inventory (IRC §453(b)(2), §453(l)). Spreading the gain keeps more of it in the 22% and 24% brackets, below the 28% cap. In the example above that saves $68,074 in Texas and $76,242 in California, before counting the interest you earn. A collection held for investment is probably not "personal use" property, so notes over $5,000,000 can trigger the interest charge (IRC §453A).

	Hold until death. Collectibles get a step-up at death like anything else (IRC §1014). The 28% rate never applies.

	Losses on personal-use items don't count. If you sell a collectible you used personally at a loss, the loss is not deductible (Publication 544). Gains are still taxed.



Giving art to charity
The deduction depends on what the charity does with it:



	Related use (a museum that hangs the painting): you can deduct its fair market value, subject to income limits.

	Unrelated use (a charity that sells it, or keeps it in storage for a purpose unrelated to its mission): your deduction is cut to your basis, which for old art can be very small (IRC §170(e)(1)(B)(i); Treas. Reg. §1.170A-4(b)(3)).

	If the charity sells within 3 years, part of a fair-market-value deduction can be taken back unless the charity certifies a related use (IRC §170(e)(7)).

	Inflated values draw attention. The IRS named promoted art donations at inflated appraisals as a tax trap for high-income taxpayers (IR-2024-104, April 10, 2024).

	Appraisals: a qualified appraisal for any item claimed over $5,000, attached to your return for art claimed at $20,000 or more (IRC §170(f)(11); Publication 561).

	Art into a charitable remainder trust: the deduction is delayed until the trust sells, and then usually limited to basis, because a sale is an unrelated use (IRC §170(a)(3); Treas. Reg. §1.170A-5). The trust can still sell without paying tax on the gain (Chapter 13).



What to know before you choose it
Values are subjective, and the IRS reviews art appraisals closely. Dealer status changes everything: a dealer's inventory is ordinary income and cannot use the installment method.





Questions for your CPAIs this item a collectible? Am I a collector or a dealer? Would an installment sale keep me below the 28% cap? If I give it to a charity, will the charity use it or sell it?





Bottom lineA collectibles gain costs about $100,000 more per $1,000,000 than the same gain on stock. Spreading the sale, giving to a charity that will use the piece, or holding until death are the main ways around that.




  
    Part III · How You Sell
Chapter
10
Cash Now or Paid Over Time


An installment sale lets you pay tax as you are paid. It does not shrink the gain. It can shrink the tax, because smaller yearly slices land in cheaper buckets.

How an installment sale works
If you sell property and get at least one payment after the year of sale, the sale is an installment sale (IRC §453(b)(1)). You report the gain as the money comes in, not all at closing. This is the default. You have to elect out if you want to report it all at once (IRC §453(d)).


Each payment is split three ways (IRS Publication 537):

	Return of your basis: not taxed.

	Gain: taxed in the year you receive it, at the rates for that kind of gain.

	Interest: taxed as ordinary income each year.




The share of each payment that is gain is your gross profit percentage: gain divided by the price you are owed. On our land, the gain is $1,000,000 on a $1,200,000 price, so 83.3% of every principal dollar is gain.

Same $1,000,000 gain: cash versus 10 years
Our couple sells land for $1,200,000. Instead of cash, they take 10 equal principal payments of $120,000, the first at closing, with 5% interest on the unpaid balance.


Picture itOne big bill, or ten small ones[image: One big bill, or ten small ones]Engine run, 2026 law, land with a $1,000,000 gain sold for $1,200,000, paid in 10 equal principal payments with 5% interest. Tax on the gain only: $316,836 at once, or $242,110 in total over 10 years. Interest is taxed separately as ordinary income.




	
	Cash sale, Texas
	Installment, Texas
	Cash sale, California
	Installment, California





	Tax on the gain in 2026
	$216,113
	$15,000
	$316,836
	$24,211



	Tax on the gain, 10 years in total
	$216,113
	$150,000
	$316,836
	$242,110



	Present value of that tax at 5%
	$216,113
	$121,617
	$316,836
	$196,298



	Saved in present value
	
	$94,496
	
	$120,538






The tax drops for three reasons. Each $100,000 slice of gain stays in the 15% bracket instead of reaching 20%. Each year stays at or under the $250,000 line for the 3.8% investment tax. And in California, smaller slices stay in lower state brackets.

The interest is extra income, and extra tax. Over 10 years the buyer pays $270,000 of interest. That interest is taxed as ordinary income: $69,660 in Texas and $94,770 in California in this example. That is not a cost of the plan. It is tax on money the cash seller would not have received. A cash seller who invested the money would owe tax on those earnings too.

The interest rate must be at least the applicable federal rate, or the IRS treats part of the principal as interest (IRC §483, §1274). For October 2026, the mid-term rate for notes of over 3 and up to 9 years was 4.61% compounded annually (Rev. Rul. 2026-19).

What cannot be spread

	Depreciation recapture on equipment and fast-written-off building parts (Section 1245) is taxed in the year of sale, even if no cash comes in that year (IRC §453(i)). Chapter 5 shows what that does to a cost-segregated building.

	Inventory and dealer property cannot use the installment method (IRC §453(b)(2)).

	Publicly traded stock and securities cannot use it either (IRC §453(k)(2)).

	A sale of depreciable property to a related company or trust you control is taxed up front (IRC §453(g)).




The traps
The interest charge on big notes. If a seller's installment notes from sales over $150,000 total more than $5,000,000 at the end of a year, the seller pays an extra interest charge on the deferred tax each year (IRC §453A). Farm property and personal-use property are exempt. Notes under $5,000,000 are not affected.


Pledging the note. If you borrow against a note from a sale over $150,000, the loan is treated as a payment, and the gain on that amount is taxed now (IRC §453A(d)).

Selling to family. If you sell to a related person who resells within 2 years, you can be taxed as if you were paid in full (IRC §453(e)).

Death. An unpaid note does not get a step-up at death. The heirs pay tax on the remaining gain as they are paid (IRC §691(a)(4); §1014(c)). Giving the note away, or canceling it, generally triggers the gain (IRC §453B).

Two ways to be paid over time
Seller financing. The buyer owes you. You hold the note, usually secured by the property. You earn the interest. If the buyer stops paying, you may have to foreclose and take the property back.


Structured installment sale. The buyer pays the full price at closing, but not to you. Before closing, you agree to be paid on a fixed schedule instead. A third-party company (an assignment company) takes over the buyer's duty to pay you and usually funds that duty by buying an annuity from a life insurance company. You never touch the lump sum.


	What changes: the credit risk moves from your buyer to the assignment company and its insurer. The buyer gets clean title at closing, like a cash sale.

	What does not change: the tax math. The gain is still reported under Section 453 as you are paid, so the tax table above applies.

	The costs: the cost is built into the payment rate rather than charged as a fee, and the agent who places it is paid a commission by the insurer. Ask for the rate in writing and compare it with what you could earn elsewhere.

	The risks: the schedule is locked once you sign. You generally cannot speed up payments, borrow against them or cash out. You are an unsecured creditor of the assignment company. Payments are not bank deposits and are not FDIC-insured, and state guaranty coverage may not apply. No published IRS ruling addresses this specific structure, and the IRS could argue the seller was paid in full at closing if the seller had any right to the cash.



What to know before you choose it
Getting paid over time means waiting for your money and trusting whoever owes it. The tax saved is real but smaller than the headline gain. Do not structure money you may need. Never let a promoter arrange a loan to you secured by the buyer's cash: that is the pattern the IRS has proposed to list as an abusive transaction (Chapter 20).





Questions for your CPAHow much of my gain is recapture that will be taxed this year anyway? What rate and schedule would keep each year in the brackets I want? What happens to the payments if I die? Do my notes add up to more than $5,000,000?





Bottom lineSpreading a large gain over 5 to 10 years often cuts the present value of the tax by a third or more, at the cost of waiting for your money. Who owes you the money is the real decision.




  
    Chapter
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1031 Exchanges, Boot, Delaware Statutory Trusts and UPREITs


A 1031 exchange does not save tax. It moves the gain into the next property. If you hold that property until death, the move becomes permanent.

The rule
You defer the gain when you exchange real property held for business or investment for other real property of like kind (IRC §1031(a)(1)). Since January 1, 2018, only real property qualifies. Equipment, art, collectibles and crypto do not.



	45 days after the sale to name your replacement property in writing, and 180 days to close (IRC §1031(a)(3)).

	A qualified intermediary holds the cash. If you touch it, the exchange fails.

	Your basis carries over to the new property, so the deferred gain rides along.

	Homes and dealer property (land you subdivide and sell, flips) do not qualify.

	Related parties: if you exchange with a relative and either of you sells within 2 years, the deferral can unwind (IRC §1031(f)).



Boot: the part that is taxed
Anything you get that is not like-kind real property is boot. Cash is boot. A smaller mortgage on the new property than on the old one is boot too, unless you add cash to make up the difference. Boot is taxed in the year of the exchange, up to the amount of your gain (IRC §1031(b)).





	Our land, $1,000,000 gain
	Tax in 2026, Texas
	Tax in 2026, California
	Gain still deferred





	Cash sale
	$216,113
	$316,836
	$0



	1031 with $200,000 of cash boot
	$33,800
	$52,311
	$800,000



	Full 1031, no boot
	$0
	$0
	$1,000,000






Taking boot over time
Many exchangers do not reinvest everything. They trade down to a cheaper property, keep some cash, or take on a smaller loan. That leftover value is boot, and it is normally taxed in the year of the exchange. There is another option: if the boot is received as an installment obligation instead of cash, the gain on it can be reported as it is paid.


The rules (as of October 9, 2026):


	Like-kind property is not a payment. When an exchange includes boot, the installment rules leave the replacement property out of the contract price and out of "payments," and reduce gross profit by the gain the exchange defers (IRC §453(f)(6)). In practice, every dollar of principal on the boot note is gain until the recognized gain is used up.

	A note received through the qualified intermediary counts as the buyer's note. For the installment rules, the intermediary is not treated as your agent, and a note from the buyer that reaches you through the intermediary is treated as the buyer's note (Treas. Reg. §1.1031(k)-1(j)(2)(ii), (iii)). You must have intended a real deferred exchange from the start (§1.1031(k)-1(j)(2)(iv)).

	Timing is everything. The boot has to be set up as an installment obligation before closing and before the intermediary releases any money. Cash the intermediary pays out to you is a payment in the year you receive it. It cannot be turned into an installment sale afterward.

	Recapture still comes first. Ordinary recapture (Section 1245, for example from cost segregation) is taxed in the year of the exchange no matter how the boot is paid (IRC §453(i)), within the limits of IRC §1245(b)(4). Under the installment rules, the 25% building layer comes out of the boot payments first (Treas. Reg. §1.453-12).

	Reporting: Form 8824 for the exchange and Form 6252 for the installment part (Instructions for Form 8824).



Three ways to receive boot over time. All three are installment approaches under the same rules. They differ in who owes you the money:

	The buyer's note (seller financing on the boot). The buyer pays part of the price over time. You carry the buyer's credit risk, usually secured by the property.

	A note arranged through the exchange documents. Same idea, set up with your intermediary and attorney so the note, not cash, comes to you.

	A structured installment sale of the boot. The buyer pays the full price at closing, and a third-party company takes over the duty to pay you the boot on a fixed schedule, usually funded with an annuity from a life insurance company. Your credit risk is that company and its insurer, not the buyer. The schedule is locked once signed. Costs are built into the payment rate. No published IRS ruling addresses this specific structure (Chapter 10).




Worked example. A couple (the same household as the rest of the book: married, $150,000 of other income) exchanges a rental worth $4,400,000. Their adjusted basis is $3,500,000, after $200,000 of depreciation, so the gain is $900,000. They buy a replacement for less and end up with $500,000 of boot. The other $400,000 of gain stays deferred in the new property either way.




	Texas: $500,000 of boot
	Tax in 2026
	Total tax
	Present value of the tax





	Boot as cash at closing
	$106,533
	$106,533
	$106,533



	Boot over 5 years
	$22,128
	$89,256
	$82,106



	Boot over 10 years
	$11,000
	$89,000
	$73,840









	California: $500,000 of boot
	Tax in 2026
	Total tax
	Present value of the tax





	Boot as cash at closing
	$152,944
	$152,944
	$152,944



	Boot over 5 years
	$31,339
	$135,311
	$123,979



	Boot over 10 years
	$15,561
	$134,610
	$110,820






Tax on the boot only, federal (including the 3.8% tax) plus state. The installment versions assume equal principal payments with the first at closing and 5% interest; the interest is taxed separately as ordinary income ($17,950 in California over 5 years, $35,210 over 10). The cash row assumes the $200,000 depreciation layer is recognized first; ask your CPA how your recognized gain splits.

California, boot over 5 years, by year:



	Year
	Gain reported
	Federal tax including 3.8%
	California
	Total





	2026
	$100,000
	$22,128
	$9,211
	$31,339



	2027
	$100,000
	$22,128
	$9,211
	$31,339



	2028
	$100,000
	$15,000
	$9,211
	$24,211



	2029
	$100,000
	$15,000
	$9,211
	$24,211



	2030
	$100,000
	$15,000
	$9,211
	$24,211



	Total
	$500,000
	$89,256
	$46,055
	$135,311







CombinationCombo: 1031 plus boot over time (California, present value of the tax on $500,000 of boot)[image: Combo: 1031 plus boot over time (California, present value of the tax on $500,000 of boot)]Why not just take the boot in cash? You can, and you keep full access to it; spreading saved $42,124 in present value here, and putting the boot's gain in an opportunity zone fund saved $35,547 but locks the money up for about 10 years. Texas: $106,533 cash vs $73,840 over 10 years. $4,400,000 exchange, $900,000 gain. Engine run October 9, 2026, 2026 law.

Spreading the boot saves $17,633 to $18,334 in California ($28,965 to $42,124 in present value) and $17,277 to $17,533 in Texas, mostly because each year stays under the $250,000 line for the 3.8% tax and in lower brackets. On larger boot, or for sellers with more other income, the gap can be wider or narrower. Run your own numbers.

What else it asks of you:



	Way to take the boot
	Liquidity
	Who you depend on
	Complexity





	Cash at closing
	All of it now
	Nobody
	Low



	Buyer's note
	Paid over the schedule
	The buyer, usually secured by the property
	Medium: note terms, security, collection



	Structured installment sale of the boot
	Paid over a locked schedule; no cash-out
	A third-party company and its insurer; not FDIC-insured
	Medium: set up before closing with the intermediary and attorneys







When taking boot over time helps, and when it doesn't, by the property's tax history. No two sellers are the same. What matters is the property's tax history and yours. Rules as of October 9, 2026.




	Situation
	Spreading the boot
	Why
	Source





	Cash boot big enough to push the year into the top federal brackets, over the $250,000 line for the 3.8% tax, or over $1,000,000 for California's extra 1%
	Helps
	Smaller yearly slices stay in lower brackets and under the lines
	IRC §1(h), §1411; Cal. R&TC §17043



	Seller 63 or older
	Often helps
	Medicare premiums are set by income from 2 years earlier, so one big year can raise them later
	42 U.S.C. §1395r(i)(4)



	Seller wants income and does not need the cash
	Helps
	The boot becomes a payment stream; the tax follows the payments
	IRC §453



	Depreciation taken (straight-line) on the old building
	Can help
	The 25% layer comes out of the payments first, and smaller slices can land in brackets under 25%
	IRC §1(h)(1)(E); Treas. Reg. §1.453-12



	Past cost segregation or other fast write-offs (Section 1245 recapture)
	Does not help that part
	Recapture is taxed in the year of the exchange however the boot is paid
	IRC §453(i); §1245(b)(4)



	Boot that comes from paying off or shrinking the loan (debt relief)
	Cannot be spread
	Debt relief is boot at closing, not a note; debt over basis is treated as a payment in the year of sale
	Treas. Reg. §1.1031(d)-2; §15a.453-1(b)(3)(i)



	Large net operating loss, capital loss carryover, or suspended passive losses
	Cash may be better
	Losses can absorb the boot gain now; on an installment sale, the old building's suspended passive losses are freed as gain is recognized
	IRC §172, §1212, §469(g)(1), (g)(3)



	Small boot
	Little to gain
	A small gain may already sit in low brackets, and paid-over-time programs often have minimum amounts
	Engine examples, Chapter 10



	Seller in poor health
	Usually hurts
	An unpaid note gets no step-up; the heirs owe tax as it is paid. Keeping the property instead gets a step-up
	IRC §691(a)(4), §1014(c)



	Seller plans to leave California
	Does not escape California
	California keeps taxing installment gain on California real property after you move
	FTB Publication 1100



	Seller may need the money
	Hurts
	Paid-over-time boot cannot be sped up; a locked schedule cannot be cashed out
	Chapter 10






Tax history to pull before deciding:

	Purchase date and price, and every major improvement.

	Depreciation taken, by type: building, land improvements, equipment, any cost segregation or bonus depreciation.

	Prior 1031 exchanges into this property (they carry over an older, lower basis).

	Current loan balance compared with your basis.

	Suspended passive losses (Form 8582), net operating loss and capital loss carryovers.

	Your age and Medicare status (premiums look back 2 years).

	Where you will live during the payment years.

	Your estate plan, and whether heirs are likely to inherit before the payments end.





Questions for your CPAHow much boot will I have, including any drop in debt? Can the boot be set up as an installment obligation before closing, and does my intermediary agreement allow it? How much recapture is taxed this year anyway? Who would owe me the boot payments, and what happens if they stop paying?



The two exits from a 1031

	Sell the replacement later: the old gain and any new gain are taxed then, with depreciation recapture on both buildings.

	Hold it until death: the heirs get a new basis equal to value at death (IRC §1014). The deferred gain is never taxed as income. This is why many families "exchange until they die."




A Delaware statutory trust as the replacement
A Delaware statutory trust lets you exchange into a fractional share of a large building or portfolio run by a sponsor. The IRS has ruled that an interest in a properly structured trust of this kind can be like-kind real property (Rev. Rul. 2004-86), as long as the trustee's powers stay narrow: no new capital, no new loans, no renegotiating leases, and no reinvesting sale proceeds.



	Who it fits: owners who are tired of managing property but want to keep the 1031 deferral.

	The tax: same as any 1031: no tax now, basis carries over, step-up at death.

	The costs and risks: sponsor fees and load, no control, usually no way to sell your share for years, and the property can lose value. If the trust needs money it cannot raise it. Interests are securities, sold by licensed securities professionals; review the offering documents with your own adviser.



A Section 721 UPREIT
In an UPREIT, you contribute your property (or a Delaware statutory trust interest that later rolls up) to a real estate investment trust's operating partnership in exchange for partnership units. The contribution is generally tax-deferred under IRC §721.



	What you gain: a share of a large, diversified portfolio, and units that can later be converted to traded shares.

	What you give up: converting units to cash or shares later is a taxable sale. You cannot do another 1031 with the units. Changes in the partnership's debt can trigger tax. If held until death, the units get a step-up.



What to know before you choose it
A 1031 is a promise to stay in real estate. Missed deadlines kill the exchange. A replacement bought in a hurry to beat the 45-day clock is a common mistake. Delaware statutory trust and UPREIT interests are illiquid investments with fees. None of this removes the gain; it waits.





Questions for your CPAHow much boot will I get, including a smaller loan? If the exchange fails on day 179, what is my tax, and do I have a backup plan? Does the replacement have enough building and equipment value to avoid ordinary recapture on the old cost segregation? Will I hold until death?





Bottom lineA full 1031 turns a $216,113 or $316,836 tax bill into $0 today, but the bill moves into the new property. It disappears only if the property is held until death.




  
    Chapter
12
Opportunity Zones: The Old Rules, the 2026 Cliff and OZ 2.0


An opportunity zone fund lets you put off the tax on a gain for about 5 years, cut it a little, and, if the fund does well and you hold 10 years, pay no federal tax on the fund's growth. The tax break is real. The investment is the risk.

The idea in one paragraph
You sell something at a gain. Within 180 days, you invest an amount up to that gain (not the whole price) in a qualified opportunity fund: a partnership or corporation that puts at least 90% of its assets into businesses or property in a designated low-income census tract (IRC §1400Z-2(d); Treas. Reg. §1.1400Z2(d)-1). You elect to defer the gain on your tax return. Later, three things can happen to your tax.



	The deferred gain comes back on a set date and is taxed then.

	Part of it may be forgiven through a basis increase if you hold long enough.

	The fund's own growth can be excluded from federal tax if you hold at least 10 years.



Old rules (OZ 1.0): money invested through December 31, 2026
The original program was created in 2017. Its key date is December 31, 2026.

	Deferral ends December 31, 2026 at the latest. Every gain deferred under the old rules is taxed on the 2026 tax return, unless an earlier sale of the fund interest triggered it (IRC §1400Z-2(b)(1) as originally enacted; Notice 2026-40 §4.01, 2026-28 I.R.B.).

	The 10% and 15% basis bumps for 5 and 7 years of holding only helped people who invested early enough to reach those dates by the end of 2026.

	The 10-year exclusion still works for old-rule investments. Under the regulations, it covers sales of the fund interest through December 31, 2047 (Treas. Reg. §1.1400Z2(c)-1).




What that means in late 2026: money invested under the old rules now gets almost no deferral, because the gain comes back on the 2026 return anyway. The only remaining reason to invest under the old rules is the 10-year growth exclusion.

New rules (OZ 2.0): money invested after December 31, 2026
The 2025 tax law made the program permanent and rewrote it (P.L. 119-21 §70421, July 4, 2025). For money invested after December 31, 2026:



	Feature
	OZ 2.0 rule
	Source





	When the deferred gain comes back
	The earlier of selling the fund interest or 5 years after you invest
	IRC §1400Z-2(b)(1) as amended



	Basis increase at 5 years
	10% of the deferred gain, so only 90% is taxed
	IRC §1400Z-2(b)(2)(B) as amended



	Rural funds
	30% basis increase, so only 70% is taxed, for a qualified rural opportunity fund
	same



	Growth after 10 years
	Basis can be stepped up to fair market value when you sell, so federal tax on the growth is excluded; the step-up is measured no later than the 30th anniversary
	IRC §1400Z-2(c) as amended



	Zones
	A new map every 10 years. The first new zones run January 1, 2027 to December 31, 2036
	IRC §1400Z-1 as amended; Rev. Proc. 2026-14



	A 2026 gain invested in 2027
	Allowed under the new rules, if invested within the 180 days
	Notice 2026-40 §4.02(2)



	Reporting
	New fund information returns and investor statements, with penalties on funds that fail to file
	IRC §6039K, §6039L, §6726; proposed regulations September 11, 2026







The timing trick for 2026 sellers. A gain from a sale in the second half of 2026 has a 180-day window that reaches into 2027. Invest in January 2027 and the new 5-year clock and 10% increase apply, under Notice 2026-40. An installment seller can also choose to start the 180 days on the last day of the tax year for payments received during the year (Treas. Reg. §1.1400Z2(a)-1(b)(11)(viii)(B)). Talk to your CPA about the exact dates before you sell.

The new map. As of October 9, 2026, the list of new zones that start on January 1, 2027 had not been published. Prefer funds whose property sits in a tract that is a zone under the new map.

Picture itThe new opportunity zone clock (money invested after December 31, 2026)[image: The new opportunity zone clock (money invested after December 31, 2026)]Teaching diagram, no engine numbers. Source: P.L. 119-21 sec. 70421; IRC sec. 1400Z-2(b), (c) as amended; Notice 2026-40.

What can and cannot be deferred

	Eligible: capital gain, and the gain part of a Section 1231 sale (business real estate and equipment) above any ordinary recapture. The 25% building layer is eligible and keeps its character when it comes back (Treas. Reg. §1.1400Z2(a)-1(b)(11)).

	Not eligible: ordinary income, including Section 1245 recapture and installment note interest; gain from a sale to a related person; and the part of your sale price that is just your basis coming back.

	Only the gain needs to go in. On our $1,200,000 land sale with a $200,000 basis, the couple invests the $1,000,000 gain and keeps the $200,000.




Same $1,000,000 gain: the tax
Sale in late 2026, the whole gain invested in a fund in January 2027, fund held more than 10 years:



	
	Cash sale, Texas
	Opportunity zone fund, Texas
	Cash sale, California
	Opportunity zone fund, California





	Tax in 2026
	$216,113
	$0
	$316,836
	$100,723 (state only)



	Federal tax in 2032, on 90% of the gain
	
	$185,605
	
	$185,605



	Total tax on the original gain
	$216,113
	$185,605
	$316,836
	$286,328



	Present value of that tax at 5%
	$216,113
	$138,501
	$316,836
	$239,224







California does not follow the federal opportunity zone rules, old or new. It taxes the full gain in the year of sale, and it taxes the fund's growth when you sell the fund (California R&TC §17024.5 and §18036(e); FTB Publication 1001). Some other states do follow them. Ask your CPA about your state.

Same $1,000,000 gain: wealth after 10 years
The tax break is only half the story. The other half is the fund. Here the couple compares two paths over 10 years:

	Pay and invest: pay the tax on the gain in 2026, invest what is left in a normal taxable account earning 6% a year, and sell it in 2037.

	Opportunity zone fund: invest the whole $1,000,000 gain in a fund, pay the 2032 tax (and California's 2026 tax) from other savings that would otherwise have earned 6%, and sell the fund in 2037.







	Fund's yearly return after fees
	Opportunity zone path, Texas
	Pay and invest at 6%, Texas
	Difference, Texas
	Difference, California





	6% (same as the market)
	$1,542,466
	$1,284,872
	$257,594
	$213,089



	6%, rural fund (30% basis increase)
	$1,606,166
	$1,284,872
	$321,294
	$276,789



	4%
	$1,231,863
	$1,284,872
	minus $53,009
	minus $66,385



	0%
	$751,619
	$1,284,872
	minus $533,254
	minus $502,056






Break-even: in this example the fund had to earn about 4.4% a year after all fees in Texas (4.5% in California) just to match a plain taxable account earning 6%. The tax break is worth roughly 1.5 percentage points of return a year over 10 years. It does not rescue a weak fund.

If the fund loses money. If the fund falls to 70% of what you put in by year 5 and stays there, the 2032 tax is smaller, because the amount taxed is limited to the fund's value (minus your basis increase). In Texas the couple owes $114,205 in 2032 instead of $185,605, but the path ends $737,704 behind paying the tax and investing at 6%.

Risks and costs



	The fund itself. Most funds are private real estate or business investments. Selling commissions and fees can be high. Read the offering documents with your own registered adviser.

	Lock-up. The 10-year benefit needs 10 years. There is usually no way to sell early except at a discount, and selling early triggers the deferred tax.

	The year-5 tax with no cash. The tax on 90% (or 70%) of the gain comes due in year 5, usually while the fund is still holding its property. You need the money from somewhere else.

	Compliance. A missed 180-day window, a fund that fails the 90% test, or a fund that buys in a tract that is no longer a zone can cost the benefit.

	Death and gifts. Death does not trigger the deferred tax, but the fund interest does not get a step-up for the deferred gain; the heirs owe it at the 5-year date (Treas. Reg. §1.1400Z2(b)-1). Giving the interest away generally triggers the tax.

	New rules still being written. Investor regulations for the new program have not been finalized. Comments on further guidance were requested through November 23, 2026 (Notice 2026-55).



What to know before you choose it
You are trading a tax deferral of about 5 years and a 10% cut for a 10-year private investment. If you would not buy the fund without the tax break, the tax break probably will not save it.





Questions for your CPAWhen does my 180-day window start and end? Should I invest in 2026 or wait for January 2027? Will my state tax the gain now? Where will the year-5 tax money come from? Is the fund's property in a tract on the new 2027 map?





Bottom lineFor a seller who wants to stay invested for 10 years anyway and finds a fund they trust, OZ 2.0 can add six figures on a $1,000,000 gain. For anyone who needs the money, or who cannot judge the fund, it is a costly way to defer.
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Charitable Paths


Giving part of an asset away before you sell can cut the tax on the rest. It only makes sense if you meant to give. Charity is never cheaper than keeping the money.

The timing rule that matters most
Give the asset before a sale is arranged. If you give it after the deal is essentially done, the IRS can treat you as having sold it and then given away cash. You owe the tax on the gain anyway. In one recent case, a business owner gave company stock to a donor-advised fund shortly before the sale closed, and the Tax Court taxed him on the gain because the sale was already virtually certain (Estate of Hoensheid v. Commissioner, T.C. Memo. 2023-34).


Path 1: Give part of it to a donor-advised fund, then sell the rest
A donor-advised fund is an account at a public charity. You give now, take the deduction now, and recommend grants to charities over time.

	Deduction: the fair market value of property held more than a year, up to 30% of your income for that kind of gift to a public charity, with a 5-year carryforward for the rest (IRC §170(b)(1)(C), §170(d)(1)).

	No gain: you never pay tax on the gain built into the part you gave.

	New in 2026: itemized charitable deductions count only above 0.5% of your income, and in the top bracket each dollar of itemized deductions is trimmed so it is worth about 35 cents (IRC §170(b)(1)(I) and §68 as amended by P.L. 119-21).




Our example. The couple gives 20% of the land, worth $240,000, to a donor-advised fund before any deal, then sells the other 80%.




	
	Texas
	California





	Sell it all for cash
	$216,113
	$316,836



	Give 20% away, sell 80%, no deduction counted
	$161,805
	$238,543



	Same, with the charitable deduction
	$95,229
	$148,411



	What the deduction itself is worth
	$66,576
	$90,132






They have $240,000 less to keep, and their tax is $120,884 lower in Texas ($168,425 in California). Giving still costs them money. It just costs less than writing a check.

(The deduction is modeled as worth the same at the state level in California; California's own charitable rules differ in detail.)

Path 2: A bargain sale to a charity
You sell the asset to a charity for less than it is worth. The discount is a gift. Your basis is split between the part sold and the part given, so you pay some tax on the sale part (IRC §1011(b)). It is a way to get some cash and some deduction from one asset.


Path 3: A charitable remainder trust
You put the asset in an irrevocable trust before any sale. The trust sells it and pays no tax on the gain, because the trust itself is tax-exempt (IRC §664(c)). The trust pays you (or you and your spouse) a yearly amount for life or for up to 20 years. What is left at the end goes to charity.



	Two kinds: a unitrust pays a fixed percentage of the trust's value each year; an annuity trust pays a fixed dollar amount. The payout must be at least 5% and no more than 50%, and the charity's share must be worth at least 10% at the start (IRC §664(d)).

	The deduction: the present value of what charity is expected to get, using the IRS rate for that month. For October 2026 that rate was 5.6% (Rev. Rul. 2026-19).

	How the payments are taxed: each payment carries out the trust's income in layers: ordinary income first, then capital gain, then tax-exempt income, then return of principal (IRC §664(b)). So the gain is taxed to you over time, as it is paid out.



Our example. The couple puts the land in a 20-year unitrust paying 5% a year. The trust sells for $1,200,000, keeps all of it invested, and we assume it earns 5% a year, all as long-term gain, so its value stays level and each payment is $60,000. Their deduction is $454,844, used over 6 years under the 30% limit.




	
	Texas
	California





	Cash sale, tax
	$216,113
	$316,836



	Trust: tax in 2026
	minus $6,591 (the deduction saves more than the payment costs)
	minus $6,747



	Trust: tax over the first 10 years
	minus $3,546
	$17,482



	Trust: present value of all the tax over 20 years
	$34,676
	$76,432



	What they receive
	$1,200,000 of payments over 20 years
	same



	What charity receives
	about $1,200,000 at the end
	same






What the trust really does. It turns a lump sum into an income stream, defers the tax into that stream, and gives the remainder away. Compared with selling and investing the after-tax cash yourself, a remainder trust usually leaves less for your heirs. It wins when you wanted to give the remainder anyway.

What to know before you choose it
Every charitable path is irrevocable. A trust needs a trustee, yearly tax returns and an appraisal for hard-to-value assets. Do not fund it after a sale is arranged. And be wary of any "charitable remainder annuity trust" plan that buys a commercial annuity with the sale money and treats most of the payments as untaxed return of principal: the IRS made that a listed transaction in 2026 (Chapter 20).





Questions for your CPAWould we give this much anyway? Should the gift come before or after we list the property? How much of the deduction can we use under the 30% limit? Would a unitrust or an annuity trust fit better? Who will be trustee?





Bottom lineCharity can cut the tax on a big gain sharply, but you give away more than you save. Use it when the gift was already part of your plan.
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Family and Estate Paths


The most powerful tax rule for most families is the step-up at death. Several other paths try to move value to the next generation. Each has a catch.

Hold until death
Property you own at death gets a new basis equal to its value that day (IRC §1014). The gain built up during your life is never taxed as income. For a couple in a community property state, both halves of community property can step up at the first death (IRC §1014(b)(6)).



	Estate tax applies only to large estates: for 2026 the federal exclusion is $15,000,000 per person, indexed for inflation after 2026 (IRC §2010(c)(3) as amended by P.L. 119-21; Rev. Proc. 2025-32). A married couple can generally shelter twice that with planning. Some states have their own estate or inheritance taxes with much lower limits.

	What does not step up: retirement accounts, an unpaid installment note (the heirs owe tax on the remaining gain as it is paid, IRC §691(a)(4) and §1014(c)), and deferred gain in an opportunity zone fund.

	Suspended passive losses on a rental are allowed at death only to the extent they exceed the step-up (IRC §469(g)(2)). Capital loss and net operating loss carryovers generally end with the person's final return.



Give it away during life
A gift carries your basis to the person who receives it (IRC §1015). If they sell, they owe the tax on your gain. Gifts make sense for assets expected to grow a lot, or to move income to family members in lower brackets. They rarely make sense for low-basis property a family plans to sell soon. Large gifts use up part of the lifetime exclusion and need a gift tax return.


Sell to a grantor trust
Some families sell an asset to a trust that is treated as owned by the seller for income tax purposes, but not for estate tax. Because you are treated as selling to yourself, the IRS has ruled the sale is not taxed (Rev. Rul. 85-13). The asset's future growth is out of your estate. The catch: assets in such a trust that are not included in your estate do not get a step-up at your death (Rev. Rul. 2023-2). This path is about estate tax, not income tax. It mainly helps estates above the exclusion.


Self-canceling installment notes and private annuities

	Self-canceling installment note: a family sale on a note that is canceled if the seller dies before it is paid. The note needs a premium (a higher price or interest rate) to reflect the chance of early death. The IRS has challenged how these notes are priced (CCA 201330033).

	Private annuity: a family member buys the asset in exchange for lifetime payments. Under regulations the IRS proposed in 2006, the seller would be taxed on the whole gain up front, which removes most of the old income tax benefit.




Both are estate-planning tools that need a specialist. They are not in the comparison tables because their outcome depends on how long the seller lives and on IRS scrutiny.

What to know before you choose it
Holding until death means keeping the asset, its risks and its management, and it gives you no cash. Selling to family can create hard feelings and IRS questions about value. Get an appraisal for any family transaction.





Questions for your CPA and estate attorneyIs our estate over the exclusion, including our state's? Is the property community property? If one of us is ill, should we wait to sell? Would a gift or a sale to a trust help our heirs more than the step-up?





Bottom lineFor most families under the estate tax limit, holding appreciated property until death beats every other plan in this book on income tax, if they do not need the money.
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Timing, Losses and Where You Live


The same sale can cost less if it lands in a better year, meets losses you already have, or happens after a real move to another state.

Pick the year

	Split across two tax years. On our $1,000,000 stock gain, selling half in December and half in January saved $35,303 in Texas and $43,204 in California (Chapter 8).

	Sell in a low-income year. The 0% long-term rate applies to married couples with taxable income up to $98,900 in 2026 (Rev. Proc. 2025-32). Retirees with little other income can sometimes take gain at 0% or 15% if they spread it.

	Watch other lines that a gain can cross: the $250,000 line for the 3.8% tax, Medicare premium surcharges two years later, and health insurance credits for people under 65. A big one-year gain can cost more than the rates suggest.




Use what is on your tax return

	Capital loss carryovers offset gain dollar for dollar. On our land sale, $300,000 of carryover cut the tax from $216,113 to $138,005 in Texas (Chapter 16).

	Suspended passive losses on a rental are freed when you sell the whole property to an unrelated buyer in a fully taxable sale (IRC §469(g)(1)(A)). They offset the gain and your other income.

	Net operating losses from a business can offset gain, but since 2018 only up to 80% of taxable income each year (IRC §172(a)(2)). The rest carries forward.




Where you live
States tax gains in two ways:



	Real estate and tangible property are taxed by the state where they sit. California taxes the gain on California real estate even if you live elsewhere. And installment payments on California real estate stay California income after you move away, though the interest does not (FTB Publication 1100).

	Stock, partnership interests and other intangibles are generally taxed by the state where you live when you sell (California R&TC §17952). If you sell stock on installments while a California resident and then move, California still taxes the later gain (FTB Publication 1100). A real move to a state with no income tax before the sale can remove the state tax. On our $1,000,000 business stock gain, that was $100,723 for a California couple (Chapter 7).



California watches these moves. It presumes you are a resident if you spend more than 9 months of the year in the state, and it looks at where your home, family, doctors, cars, clubs and bank accounts are (California R&TC §17014, §17016). A move made shortly before a big sale, while the house in California is kept, invites an audit. If you move, move for real, and keep records.

Washington has no wage tax but taxes long-term capital gains above a yearly deduction at 7%, and 9.9% on the part over $1,000,000, with real estate exempt (RCW 82.87).

What to know before you choose it
Timing a sale for taxes can cost more in market risk than it saves. A move to save state tax only works if your life really moves too.





Questions for your CPAWhat will my taxable income be this year and next? Do I have capital loss, passive loss or net operating loss carryovers? Which state will tax this gain, and does moving change that?





Bottom lineThe year, the losses on your return and your state can move the tax by tens of thousands of dollars on the same sale. They cost little to check.




  
    Part IV · Putting It Together
Chapter
16
The Master Matrix: Same $1,000,000 Gain, Ten Ways


One sale, run ten ways through the same engine. Read all the columns before you pick a row.

The sale. Land held for years, sold in 2026 for $1,200,000, with a $200,000 basis: a $1,000,000 long-term gain. Land keeps the example clean: no depreciation and no recapture. The couple is married, under 65, with $150,000 of other income every year. Taxes are the extra tax the sale causes, federal (including AMT), the 3.8% investment tax, and state.

The master matrixThe same $1,000,000 gain, ten ways: present value of the tax[image: The same $1,000,000 gain, ten ways: present value of the tax]Engine run, 2026 law. Married couple, $150,000 of other income, land sold for $1,200,000 with a $200,000 basis. Present value at 5% a year. Two rows (1031 and hold until death) show $0 because the gain is still untaxed, not gone, except at death (step-up). The charitable rows also give away value. Read the tables in Chapter 16 before comparing.

Texas (no state income tax)



	Way to sell
	Tax in 2026
	Total tax on the gain
	Present value of the tax
	Cash in hand after 2026 tax





	1. Cash sale
	$216,113
	$216,113
	$216,113
	$983,887



	2. Installment sale, 10 years (seller-financed)
	$15,000
	$150,000
	$121,617
	$105,000



	3. Structured installment sale, 10 years
	$15,000
	$150,000
	$121,617
	$105,000



	4. 1031 exchange, or 1031 into a Delaware statutory trust
	$0
	$0 while held
	$0
	$0 (money is in the new property)



	5. 1031 with $200,000 of cash boot
	$33,800
	$33,800 while held
	$33,800
	$166,200



	6. Opportunity zone fund (invest the gain in January 2027)
	$0
	$185,605
	$138,501
	$200,000 (the gain is in the fund)



	7. Charitable remainder trust (20 years, 5% a year)
	minus $6,591 (a saving)
	minus $3,546 over 10 years
	$34,676 over 20 years
	$66,591 (first year's payment plus the saving)



	8. Give 20% to a donor-advised fund, sell 80%
	$95,229
	$95,229
	$95,229
	$864,771



	9. Sell, using $300,000 of loss carryover
	$138,005
	$138,005
	$138,005
	$1,061,995



	10. Hold until death
	$0
	$0
	$0
	$0 (you still own the land)







California



	Way to sell
	Tax in 2026
	Total tax on the gain
	Present value of the tax
	Cash in hand after 2026 tax





	1. Cash sale
	$316,836
	$316,836
	$316,836
	$883,164



	2. Installment sale, 10 years (seller-financed)
	$24,211
	$242,110
	$196,298
	$95,789



	3. Structured installment sale, 10 years
	$24,211
	$242,110
	$196,298
	$95,789



	4. 1031 exchange, or 1031 into a Delaware statutory trust
	$0
	$0 while held
	$0
	$0 (money is in the new property)



	5. 1031 with $200,000 of cash boot
	$52,311
	$52,311 while held
	$52,311
	$147,689



	6. Opportunity zone fund
	$100,723 (state)
	$286,328
	$239,224
	$99,277



	7. Charitable remainder trust (20 years, 5% a year)
	minus $6,747 (a saving)
	$17,482 over 10 years
	$76,432 over 20 years
	$66,747



	8. Give 20% to a donor-advised fund, sell 80%
	$148,411
	$148,411
	$148,411
	$811,589



	9. Sell, using $300,000 of loss carryover
	$203,972
	$203,972
	$203,972
	$996,028



	10. Hold until death
	$0
	$0
	$0
	$0 (you still own the land)







The master matrixThe master matrix as a chart: tax and money, ten ways (California)[image: The master matrix as a chart: tax and money, ten ways (California)]Land sold for $1,200,000 with a $200,000 basis. Charity rows give value away. Remainder trust "at death" includes the payments heirs keep receiving until year 20. Engine run October 9, 2026, 2026 law.

TimelineWhen the tax is paid: one bill, many small ones, later, or never (California)[image: When the tax is paid: one bill, many small ones, later, or never (California)]Circle size is the tax that year on the master matrix land sale. Negative years (the remainder trust deduction) are not drawn. "Later" is years 11 to 20 of the remainder trust. Engine run October 9, 2026, 2026 law.

What each row is really trading





	Way to sell
	Still taxable later?
	What you give up
	Who it tends to fit





	1. Cash sale
	No
	Nothing but the tax
	Anyone who needs or wants the money now



	2. Installment sale
	No, taxed as paid
	Waiting; buyer's credit risk; foreclosure if the buyer stops paying
	Sellers who would lend at a good rate to a buyer they trust



	3. Structured installment sale
	No, taxed as paid
	Waiting; a locked schedule; credit risk of the company that owes you; cost built into the rate
	Sellers who want payments over time but not the buyer's risk



	4. 1031 exchange
	Yes, all $1,000,000, unless held until death
	Must buy more real estate fast; no cash out
	Owners staying in real estate



	5. 1031 with boot
	Yes, $800,000
	Same, on the reinvested part
	Owners who want some cash and some deferral



	6. Opportunity zone fund
	The deferred gain is taxed in year 5; fund growth can be excluded after 10 years
	A 10-year private investment; year-5 tax with no distribution
	Sellers who want a long-term investment and can judge the fund



	7. Charitable remainder trust
	Payments are taxed as you receive them
	The remainder goes to charity: about $1,200,000 in this example after 20 years
	People with charitable plans who want income



	8. Gift to a donor-advised fund
	No
	$240,000 of value goes to charity
	People who give anyway



	9. Use loss carryover
	No
	Losses you had already suffered
	Anyone with losses on Schedule D



	10. Hold until death
	No: the heirs' basis steps up
	You keep the property and its risks; no cash
	Older owners whose heirs will inherit






Combinations
The ten ways can be combined. Here are four common pairings, each against the single path people usually compare it with.
1031 plus boot over time. If an exchange leaves you with boot, you can take it in cash, over time, or put its gain in an opportunity zone fund. The chart is in Chapter 11, under Taking boot over time.


Give part, sell the rest. Giving the property itself before a sale beats selling and giving cash, for the same gift (Chapter 13).

CombinationCombo: give part, sell the rest (California, money to the family)[image: Combo: give part, sell the rest (California, money to the family)]Why not just sell and write the charity a check? Because giving the land first skips the tax on the gift's gain: the family ends with $70,049 more for the same $240,000 gift. Keeping it all still leaves the most for the family. Engine run October 9, 2026, 2026 law.

Cash sale plus losses you already have. Banked capital losses make the simplest path cheaper (Chapter 15).

CombinationCombo: cash sale plus losses you already have (California, cash in 2026)[image: Combo: cash sale plus losses you already have (California, cash in 2026)]Why not just spread the sale instead? With losses already on your return, a cash sale gets $112,864 more in hand this year and full access to the money. Engine run October 9, 2026, 2026 law.

Hold until death versus sell now. The step-up is the biggest single number in the book for families who do not need the cash (Chapter 14).

CombinationCombo: hold until death versus sell now (California, value to heirs after 10 years, today dollars)[image: Combo: hold until death versus sell now (California, value to heirs after 10 years, today dollars)]Why not just sell now? You get the money and its freedom, but heirs end with $316,836 less in this example, because the step-up would have erased the tax. Engine run October 9, 2026, 2026 law.

Why not just ___?
Every path has a reason someone would not just do it. Here is the honest one for each, next to the tax it carries.


Why not justWhy not just ___? The honest reason not to, with the tax it carries[image: Why not just ___? The honest reason not to, with the tax it carries]Mini bars: present value of the tax on the master matrix land sale, California. The $0 rows still carry a catch. Engine run October 9, 2026, 2026 law.

How to read it



	Total tax and present value are not the same thing. The installment sale and the opportunity zone fund pay less in total and pay it later. The 1031 and hold-until-death rows show $0 because nothing is taxed yet. Only death makes that permanent.

	Cash in hand is not wealth. The 1031 seller still owns real estate worth the full price. The opportunity zone seller owns a fund. The charitable trust seller gets a stream of payments but has given away the remainder.

	Charity rows give money away. Rows 7 and 8 have lower tax because part of the value goes to charity. They only make sense if you meant to give.

	Some paths combine. A 1031 with boot can put the boot on an installment note or into an opportunity zone fund. A seller with losses can pair them with any row. Your CPA can run the combination.



Left out on purpose. Arrangements the IRS has listed as abusive, or has warned about, are not in this matrix or in the decision tree (Chapter 18), even though promoters show them next to these ten. Chapters 19 and 20 explain why.

Bottom lineOn the same $1,000,000 gain, the present value of the tax runs from $0 to $216,113 in Texas and from $0 to $316,836 in California. The cheapest rows all ask for something in return: time, control, liquidity, or a gift.





  
    Chapter
17
Pick by Goal


The best way to sell isn't the one with the lowest tax bill. It's the one that fits what you're trying to do: income, flexibility, staying in real estate, heirs, charity, or your next purchase. Pick the goal first, then the path, because the same $1M gain can leave you hundreds of thousands of dollars apart depending on the choice.

In our California example, holding the land until death instead of selling it for cash leaves the family $316,836 more after 10 years (see the heirs tables below).

Start with your goal. For each one below you will find the paths that fit it, the same $1,000,000 gain run through each of them, and what each path asks of you besides money. Listed and high-scrutiny arrangements are left out of every table (Chapter 20).

The three numbers in every table. All come from the same engine as the rest of the book: land sold in 2026 for $1,200,000 with a $200,000 basis, a married couple with $150,000 of other income.


	Cash in 2026: after-tax money in hand in the year of sale.

	After 10 years, sold: everything turned into cash after 10 years and taxed, shown in today's dollars. Money in hand is invested at 5% a year; property and funds grow 5% a year.

	After 10 years, at death: the same, but the owner dies instead of selling, so what is still owned gets a new basis (Chapter 3). Estate tax is not included.



Remainder trust rows: the 10-year figure counts only the payments received so far; if the owner dies, the remaining payments go to the heirs until the 20-year term ends, and then about $1,200,000 goes to charity.

These are not predictions. They use one return (5%) for everything so the only differences are tax and timing. A path that looks better here can still lose if its investment does worse.

Goal: Steady retirement income
You want a paycheck from the sale for years, not a lump sum. Paid-over-time paths turn the sale into income and spread the tax. A cash sale can also fund income if you invest it yourself, with full control but no schedule. The remainder trust pays an income stream with the smallest tax bill but gives the remainder to charity.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Installment sale, 10 years (seller-financed)
	$105,000
	$974,720
	$1,019,801



	Structured installment sale, 10 years
	$105,000
	$974,720
	$1,019,801



	Charitable remainder trust (20 years, 5%)
	$66,591
	$475,224
	$750,443



	Cash sale
	$983,887
	$911,034
	$983,887









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Installment sale, 10 years (seller-financed)
	$95,789
	$862,220
	$924,003



	Structured installment sale, 10 years
	$95,789
	$862,220
	$924,003



	Charitable remainder trust (20 years, 5%)
	$66,747
	$449,555
	$708,687



	Cash sale
	$883,164
	$787,910
	$883,164









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	Installment sale, 10 years (seller-financed)
	Low: paid over 10 years
	You are the lender
	Medium
	Low
	Medium to high



	Structured installment sale, 10 years
	Low: schedule locked
	Low once signed
	Medium
	Low to medium
	Medium



	Charitable remainder trust (20 years, 5%)
	Low: income only
	Low: irrevocable
	High
	Low
	Medium to high



	Cash sale
	High: all cash now
	Full
	Low
	Lowest
	Lowest






Goal: Flexibility and access to the money
You want the money available for whatever comes next. Cash is the only path with full access on day one. Banked losses make cash cheaper. A 1031 with boot keeps some flexibility and defers the rest.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Cash sale
	$983,887
	$911,034
	$983,887



	Cash sale using $300,000 of banked losses
	$1,061,995
	$981,965
	$1,061,995



	1031 with $200,000 of cash boot
	$166,200
	$945,180
	$1,166,200









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Cash sale
	$883,164
	$787,910
	$883,164



	Cash sale using $300,000 of banked losses
	$996,028
	$886,215
	$996,028



	1031 with $200,000 of cash boot
	$147,689
	$826,064
	$1,147,689









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	Cash sale
	High: all cash now
	Full
	Low
	Lowest
	Lowest



	Cash sale using $300,000 of banked losses
	High: all cash now
	Full
	Low
	Low
	Lowest



	1031 with $200,000 of cash boot
	Some: the boot
	Same as 1031
	Medium to high
	Low
	Medium






Goal: Stay invested in real estate
You want to keep owning property, not cash. A 1031 defers everything and keeps you in property. An opportunity zone fund can also hold real estate, with a 10-year lock-up. Paying the tax and buying again keeps full freedom to choose.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$946,652
	$1,200,000



	1031 with $200,000 of cash boot
	$166,200
	$945,180
	$1,166,200



	Opportunity zone fund (invest the gain January 2027)
	$200,000
	$1,053,599
	$1,061,499



	Cash sale
	$983,887
	$911,034
	$983,887









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$825,329
	$1,200,000



	1031 with $200,000 of cash boot
	$147,689
	$826,064
	$1,147,689



	Opportunity zone fund (invest the gain January 2027)
	$99,277
	$921,482
	$924,774



	Cash sale
	$883,164
	$787,910
	$883,164









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	1031 exchange (or into a Delaware statutory trust), hold
	Low: money stays in property
	High (own building); low in a Delaware statutory trust
	Medium to high (45/180 days)
	Low
	Medium (High in a Delaware statutory trust)



	1031 with $200,000 of cash boot
	Some: the boot
	Same as 1031
	Medium to high
	Low
	Medium



	Opportunity zone fund (invest the gain January 2027)
	Very low: about 10 years
	Low: the fund decides
	High
	Low to medium
	High



	Cash sale
	High: all cash now
	Full
	Low
	Lowest
	Lowest






Goal: Simplest, least risk
You want the fewest moving parts and no surprises. A cash sale is the simplest path with the least IRS and money risk. Holding until death is also simple if you do not need the money.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Cash sale
	$983,887
	$911,034
	$983,887



	Cash sale using $300,000 of banked losses
	$1,061,995
	$981,965
	$1,061,995



	Hold until death
	$0
	$946,652
	$1,200,000









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Cash sale
	$883,164
	$787,910
	$883,164



	Cash sale using $300,000 of banked losses
	$996,028
	$886,215
	$996,028



	Hold until death
	$0
	$825,329
	$1,200,000









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	Cash sale
	High: all cash now
	Full
	Low
	Lowest
	Lowest



	Cash sale using $300,000 of banked losses
	High: all cash now
	Full
	Low
	Low
	Lowest



	Hold until death
	None: you keep the property
	Full
	Low
	Low
	Medium






Goal: Leave the most to heirs
You care most about what your family receives. The step-up at death erases the gain on property you still own. An unpaid installment note does not step up, and a cash sale pays the tax up front.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Hold until death
	$0
	$946,652
	$1,200,000



	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$946,652
	$1,200,000



	Installment sale, 10 years (seller-financed)
	$105,000
	$974,720
	$1,019,801



	Cash sale
	$983,887
	$911,034
	$983,887









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Hold until death
	$0
	$825,329
	$1,200,000



	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$825,329
	$1,200,000



	Installment sale, 10 years (seller-financed)
	$95,789
	$862,220
	$924,003



	Cash sale
	$883,164
	$787,910
	$883,164









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	Hold until death
	None: you keep the property
	Full
	Low
	Low
	Medium



	1031 exchange (or into a Delaware statutory trust), hold
	Low: money stays in property
	High (own building); low in a Delaware statutory trust
	Medium to high (45/180 days)
	Low
	Medium (High in a Delaware statutory trust)



	Installment sale, 10 years (seller-financed)
	Low: paid over 10 years
	You are the lender
	Medium
	Low
	Medium to high



	Cash sale
	High: all cash now
	Full
	Low
	Lowest
	Lowest






Goal: Give to charity
You already plan to give. Giving the property before a sale is arranged avoids the tax on the gift portion and still earns a deduction. Giving cash after the sale pays the tax first. A remainder trust gives later and pays you in the meantime.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Give 20% to a donor-advised fund first, sell 80%
	$864,771
	$802,863
	$864,771



	Sell for cash, then give $240,000 cash
	$815,838
	$758,427
	$815,838



	Charitable remainder trust (20 years, 5%)
	$66,591
	$475,224
	$750,443









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Give 20% to a donor-advised fund first, sell 80%
	$811,589
	$725,482
	$811,589



	Sell for cash, then give $240,000 cash
	$741,540
	$663,478
	$741,540



	Charitable remainder trust (20 years, 5%)
	$66,747
	$449,555
	$708,687









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	Give 20% to a donor-advised fund first, sell 80%
	High on the 80% sold
	Gift is final
	Low
	Low
	Low



	Sell for cash, then give $240,000 cash
	High
	Gift is final
	Low
	Lowest
	Lowest



	Charitable remainder trust (20 years, 5%)
	Low: income only
	Low: irrevocable
	High
	Low
	Medium to high






Goal: Buy the next property or business
You need the money to buy something else. A 1031 only works if the next purchase is real estate held for business or investment. For a business or anything else, you need cash, so the tax is paid now. If part of the price will not be reinvested, that boot can be taken over time instead of in cash (Chapter 11).





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Cash sale
	$983,887
	$911,034
	$983,887



	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$946,652
	$1,200,000



	1031 with $200,000 of cash boot
	$166,200
	$945,180
	$1,166,200



	1031 with the $200,000 boot paid over 10 years
	$17,000
	$951,741
	$1,167,351









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	Cash sale
	$883,164
	$787,910
	$883,164



	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$825,329
	$1,200,000



	1031 with $200,000 of cash boot
	$147,689
	$826,064
	$1,147,689



	1031 with the $200,000 boot paid over 10 years
	$15,229
	$835,275
	$1,149,473









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	Cash sale
	High: all cash now
	Full
	Low
	Lowest
	Lowest



	1031 exchange (or into a Delaware statutory trust), hold
	Low: money stays in property
	High (own building); low in a Delaware statutory trust
	Medium to high (45/180 days)
	Low
	Medium (High in a Delaware statutory trust)



	1031 with $200,000 of cash boot
	Some: the boot
	Same as 1031
	Medium to high
	Low
	Medium



	1031 with the $200,000 boot paid over 10 years
	Low: boot paid over 10 years
	Same as 1031; boot schedule set before closing
	High: must be arranged before closing
	Low
	Medium (depends on who owes the boot)






Goal: Lowest tax this year
You want the smallest bill for the year of sale. Each of these pushes some or all of the tax out of 2026. Only the 1031 held until death and the remainder trust deduction make part of it permanent. Low tax this year often means less money this year too.





	Texas
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$946,652
	$1,200,000



	1031 with the $200,000 boot paid over 10 years
	$17,000
	$951,741
	$1,167,351



	Opportunity zone fund (invest the gain January 2027)
	$200,000
	$1,053,599
	$1,061,499



	Installment sale, 10 years (seller-financed)
	$105,000
	$974,720
	$1,019,801



	Charitable remainder trust (20 years, 5%)
	$66,591
	$475,224
	$750,443









	California
	Cash in 2026
	After 10 years, sold
	After 10 years, at death





	1031 exchange (or into a Delaware statutory trust), hold
	$0
	$825,329
	$1,200,000



	1031 with the $200,000 boot paid over 10 years
	$15,229
	$835,275
	$1,149,473



	Opportunity zone fund (invest the gain January 2027)
	$99,277
	$921,482
	$924,774



	Installment sale, 10 years (seller-financed)
	$95,789
	$862,220
	$924,003



	Charitable remainder trust (20 years, 5%)
	$66,747
	$449,555
	$708,687









	What else it asks of you
	Liquidity
	Control
	Complexity
	IRS risk
	Money risk





	1031 exchange (or into a Delaware statutory trust), hold
	Low: money stays in property
	High (own building); low in a Delaware statutory trust
	Medium to high (45/180 days)
	Low
	Medium (High in a Delaware statutory trust)



	1031 with the $200,000 boot paid over 10 years
	Low: boot paid over 10 years
	Same as 1031; boot schedule set before closing
	High: must be arranged before closing
	Low
	Medium (depends on who owes the boot)



	Opportunity zone fund (invest the gain January 2027)
	Very low: about 10 years
	Low: the fund decides
	High
	Low to medium
	High



	Installment sale, 10 years (seller-financed)
	Low: paid over 10 years
	You are the lender
	Medium
	Low
	Medium to high



	Charitable remainder trust (20 years, 5%)
	Low: income only
	Low: irrevocable
	High
	Low
	Medium to high






The map and the headache meter
Money is one axis. Risk and effort are the others. The map puts the paths from these tables on one page; the meter shows how much work each one asks of you.


The mapThe map: money after 10 years against risk, with the headache as bubble size[image: The map: money after 10 years against risk, with the headache as bubble size]Same land sale as the master matrix, California. Risk adds the IRS level and the money level from Chapter 19 (Lowest 0 to High 3). Listed transactions are not shown. Engine run October 9, 2026, 2026 law.

Headache meterThe headache meter[image: The headache meter]Paperwork, deadlines, ongoing work and how long your money is locked up. A judgment scale based on each path's rules (Chapters 10 to 15), not an engine number.

What the goal tables show

	Cash now and value later pull in opposite directions. The paths with the least cash in 2026 often end with the most after 10 years, because the tax stayed invested longer.

	Death changes the ranking. Paths that keep the property (a 1031, holding) move to the top when the owner dies, because of the step-up.

	Charity costs money. Every charitable row ends with less for the family than a plain sale. The question is how much of the gift the tax system pays for.

	The best number is not always the best choice. An opportunity zone fund often shows a high 10-year value, but it carries the most money risk and the least access.



Bottom lineName your goal first. Then compare only the paths that serve it, on money and on liquidity, control, complexity and risk.
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A Decision Tree


Start with the goal, then narrow by what you are selling and what you can live with. Then have your CPA run your own numbers.

Decision treeA first-pass decision tree: start with the goal[image: A first-pass decision tree: start with the goal]Teaching diagram, no engine numbers. Listed and high-scrutiny arrangements are left out on purpose. It narrows the list; your CPA picks.

Step 1: Pick your goal (Chapter 17)



	Your goal
	Paths to compare first





	Steady retirement income
	Installment sale, structured installment sale, charitable remainder trust, or cash invested yourself



	Flexibility and access to the money
	Cash sale, with banked losses if you have them; a 1031 with boot



	Stay invested in real estate
	1031 exchange (or a Delaware statutory trust), 1031 with boot, an opportunity zone fund



	Simplest, least risk
	Cash sale, banked losses, holding until death



	Leave the most to heirs
	Hold until death, 1031 until death



	Give to charity
	Give part before the sale (donor-advised fund), charitable remainder trust



	Buy the next property or business
	1031 for real estate; cash for anything else



	Lowest tax this year
	1031, opportunity zone fund, installment sale, charitable remainder trust







Step 2: Check what you are selling

	Your home: use the home sale exclusion first (Chapter 4). Only the gain above $250,000 or $500,000 needs a plan.

	Real estate held for investment or business: every path in Part III is open.

	A business: settle stock versus assets, the allocation, and whether QSBS or an ESOP applies, before anything else (Chapter 7).

	Stocks, funds or crypto: no installment sale and no 1031. Use timing, losses, gifts and the step-up (Chapter 8).

	Collectibles: 28% top rate. No 1031. Installment sales and charitable gifts can help (Chapter 9).




Cross off any path from Step 1 that your asset cannot use.

Step 3: Check the risks you can carry (Chapter 19)

	Cross off anything rated Very high for IRS risk. Those are never in this book's comparisons.

	If you may need the money, cross off paths with low liquidity: an opportunity zone fund, a Delaware statutory trust, a remainder trust, a locked payment schedule.

	If you cannot judge an investment or a borrower, be careful with high money risk.




Step 4: Add the extras
If you are exchanging and will have boot, decide before closing whether to take it in cash or over time (Chapter 11). Use any capital losses you already have. Check whether an opportunity zone fund fits part of the gain, especially after January 1, 2027 (Chapter 12). Check the year and the state (Chapter 15).

Bottom lineYour goal picks the shortlist. Your asset and your tolerance for risk cut it down. Your CPA's numbers decide.
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Two Kinds of Risk


Every way to sell carries two different risks. One is the IRS: will the plan hold up? The other is money: could you lose some of it even if the IRS agrees? Rank both before you choose.

The two charts below rank the common paths from most risky to least. The levels are simple: Very high, High, Medium, Low. Each row gives one reason and its source. Rules and sources are as of October 9, 2026.

Chart 1: IRS risk, most risky first


IRS riskIRS risk ladder, most risky at the top[image: IRS risk ladder, most risky at the top]Warnings only: the Very high rows are never in this book's comparisons. Sources and dates for every row are in the chart table in this chapter. As of October 9, 2026.




	Path
	IRS risk
	Why
	Source and date





	Syndicated conservation easement (investors buy into a deal for a large easement deduction)
	Very high
	A listed transaction. The IRS also lists it among non-cash charitable schemes and keeps an active audit campaign and audit guide on it
	Notice 2017-10; T.D. 10007 (effective October 8, 2024); IRC §170(h)(7); IR-2026-30 (March 5, 2026); Conservation Easement Audit Techniques Guide (September 2026)



	Micro-captive insurance used to shelter income
	Very high
	Listed transaction or transaction of interest, depending on loss ratio; active audit campaign
	T.D. 10029 (January 14, 2025); IR-2024-105 (April 11, 2024)



	Charitable remainder annuity trust that buys a commercial annuity and treats most of each payment as untaxed return of principal
	Very high
	A listed transaction since July 9, 2026. The Tax Court rejected the scheme
	T.D. 10051 (July 9, 2026); Furrer v. Commissioner, T.C. Memo. 2022-100; IR-2023-71; IR-2024-104



	Monetized installment sale (an intermediary resells, and you get a loan funded by the buyer's cash)
	Very high
	Proposed for listing. IRS Chief Counsel analysis says the installment method fails
	REG-109348-22 (proposed August 4, 2023, still proposed); CCA 202118016; IR-2023-71; IR-2024-104



	Donating art at an inflated appraisal
	High
	Named by the IRS as a high-income tax trap; art appraisals get specialist IRS review
	IR-2024-104 (April 10, 2024); IRC §170(f)(11)



	Sale to a third-party trust that reinvests the cash (often marketed as a "deferred sales trust")
	Medium to high
	No statute, regulation, ruling or notice addresses it either way. It works only if the seller has no control over, or security in, the cash; a note secured by cash is treated as payment
	No IRS guidance found (Federal Register search, October 9, 2026); Treas. Reg. §15a.453-1(b)(3)



	Self-canceling installment note or private annuity with family
	Medium to high
	The IRS has challenged the pricing of self-canceling notes, and proposed rules would tax a private annuity's gain up front
	CCA 201330033; proposed Treas. Reg. §1.1001-1(j) (2006, still proposed)



	Giving to charity after a sale is nearly certain
	Medium
	The Tax Court taxed the donor on the gain
	Estate of Hoensheid v. Commissioner, T.C. Memo. 2023-34



	Selling personal goodwill separately from a company
	Medium
	Works on the right facts; failed where the owner had a non-compete with his own company
	Martin Ice Cream, 110 T.C. 189 (1998); Howard v. United States, 448 F. App'x 752 (9th Cir. 2011)



	Moving to a no-tax state just before selling
	Medium (state audit)
	California presumes residency after 9 months in the state and looks at all your ties
	California R&TC §17014, §17016



	Cost segregation before a sale
	Low to medium
	An accepted method with an IRS audit guide that lists what a good study must contain
	Cost Segregation Audit Techniques Guide, Pub. 5653 (February 2025)



	Opportunity zone fund
	Low to medium
	Statutory, but new rules, annual reporting and fund tests; a failed fund or missed window costs the benefit
	IRC §1400Z-2 as amended by P.L. 119-21; Notice 2026-40; REG-116506-25 (September 11, 2026)



	Qualified small business stock
	Low to medium
	Statutory, but the company must meet strict tests you need to document
	IRC §1202(c), (d), (e)



	Structured installment sale
	Low to medium
	Reported under the installment statute, but no published IRS ruling addresses the assignment structure
	IRC §453; no published ruling found



	Seller-financed installment sale
	Low
	The statutory default for a sale with later payments
	IRC §453(a), (b)



	1031 exchange, including a Delaware statutory trust
	Low
	Statute, a regulatory safe harbor for the intermediary, and a published ruling for the trust
	IRC §1031; Treas. Reg. §1.1031(k)-1(g)(4); Rev. Rul. 2004-86



	ESOP sale under Section 1042
	Low
	Statutory, with clear tests
	IRC §1042



	Charitable remainder trust funded before any deal, without an annuity purchase
	Low
	Statutory
	IRC §664



	Gift to a donor-advised fund, harvesting losses, holding until death, home sale exclusion
	Low
	Statutory; follow the timing and wash sale rules
	IRC §§170, 1091, 1014, 121



	Cash sale
	Lowest
	Nothing to challenge but the numbers
	IRC §1001






What "listed" means. A listed transaction is one the IRS has formally identified as a tax avoidance transaction (Treas. Reg. §1.6011-4(b)(2)). Anyone who takes part must disclose it on Form 8886. An individual who fails to disclose faces a penalty of 75% of the tax saved, from $5,000 up to $100,000 (IRC §6707A), on top of a 20% accuracy penalty on the understatement, or 30% if it was not disclosed (IRC §6662A).

Chart 2: Money risk, most risky first
This chart ignores the IRS. It asks: even if every tax rule works, how could you end up with less money, or less access to it?


Money riskMoney risk ladder, most risky at the top[image: Money risk ladder, most risky at the top]Money risk ignores the IRS: credit, lock-up, market, fees and no undo. Reasons for every row are in the chart table in this chapter. As of October 9, 2026.




	Path
	Money risk
	Main reasons





	Opportunity zone fund
	High
	A private fund held about 10 years; fees; the fund can lose value; the year-5 tax is due with no cash from the fund. In Chapter 12, a fund that earned 0% left the Texas couple $533,254 behind paying the tax and investing at 6%



	Delaware statutory trust
	High
	Usually no way to sell for years; the sponsor controls the property, the loan and the sale date; fees; real estate market risk; the trust cannot raise new money if the property needs it (Rev. Rul. 2004-86 limits)



	Self-canceling note or private annuity with family
	High
	You depend on a family member to pay; the deal is hard to undo



	Seller-financed installment sale
	Medium to high
	The buyer can stop paying; foreclosure costs time and money; your money is tied to one borrower and one property or business



	Charitable remainder trust
	Medium to high
	Irrevocable. The remainder goes to charity by design; your income depends on how the trust is invested



	Sale to a third-party trust that reinvests the cash
	Medium to high
	Your payments depend on the trustee's investments and the trust's terms



	Structured installment sale
	Medium
	The schedule is locked once signed; you generally cannot speed it up, borrow against it or cash out; you rely on the credit of the company that owes you and its insurer; payments are not FDIC-insured; fixed payments lose value to inflation



	1031 exchange into another property
	Medium
	Deadlines can force a rushed purchase; you stay concentrated in real estate, often with a loan



	UPREIT units
	Medium
	Value moves with the trust's shares; no further 1031; changes in the partnership's debt can trigger tax



	Hold until death
	Medium
	No cash; the property's value and upkeep stay your problem



	Qualified small business stock or ESOP sale
	Medium
	The tax rules are fine; the risk is in the company until you sell, and in any note you accept from an ESOP



	Gift to a donor-advised fund
	Low (by design)
	Irrevocable, but you meant to give it



	Splitting a sale across two years, harvesting losses
	Low
	A few weeks or months of market risk



	Home sale with the exclusion
	Low
	Only the usual risks of selling a home



	Cash sale
	Lowest
	You hold the money; the only risk is what you do with it next






What to know before you choose it
A path can be low risk with the IRS and high risk with your money, like an opportunity zone fund. Or it can be the other way around. Look at both charts.





Bottom lineRule out anything in the Very high rows of Chart 1. Then pick from what is left based on how much money risk you can carry.
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Red Flags: Deals the IRS Has Listed


Some plans are sold right next to the ten ways in this book, with bigger promised savings. Several are listed transactions. None of them is in the master matrix or the decision tree, on purpose.

Why they are left out
A side-by-side table makes every row look like a fair choice. These are not. A plan the IRS has listed, or proposed to list, can cost you the tax it promised to save, plus interest, plus penalties of 20% to 30% of the understatement and up to $100,000 more for failing to disclose it (IRC §6662A, §6707A). Promoters and advisers who sell them face their own penalties.


The four to know
1. Monetized installment sale. You "sell" to an intermediary for a note. The intermediary sells to the real buyer for cash. Then a lender, funded by that cash, lends you most of the price, and the loan is repaid when the note is paid. The IRS proposed to list this in 2023 (REG-109348-22) and its Chief Counsel concluded the installment method does not apply (CCA 202118016). The IRS named it on its 2023 and 2024 Dirty Dozen lists (IR-2023-71; IR-2024-104). It is not the same as the structured installment sale or seller financing described in Chapter 10: in those, nobody lends the seller the buyer's cash.


2. Charitable remainder annuity trust with a commercial annuity. You put appreciated property in an annuity trust, the trust sells it and buys a commercial annuity, and you treat most of each payment as an untaxed return of principal. The IRS made this a listed transaction effective July 9, 2026 (T.D. 10051). The Tax Court had already rejected it (Furrer v. Commissioner, T.C. Memo. 2022-100). A normal charitable remainder trust (Chapter 13) is different: its payments are taxed under the four-tier rules.

3. Syndicated conservation easement. Investors buy into a land partnership that donates an easement and claims a deduction several times the investment. Listed by Notice 2017-10, and again by final regulations in 2024 (T.D. 10007), and Congress capped partnership easement deductions at 2.5 times the partners' basis (IRC §170(h)(7)). A farmer donating an easement on his own land at a real appraised value (Chapter 6) is not this.

4. Micro-captive insurance. A business pays large "premiums" to its own small insurance company, which pays few claims. Some arrangements are listed transactions and others are transactions of interest under final regulations (T.D. 10029, January 14, 2025).

Signs you are being shown one

	The savings are far larger than anything in Chapter 16.

	You are told you will get the money now and pay the tax later, or never.

	A loan to you is funded, directly or indirectly, by the buyer's cash.

	An annuity purchase inside a charitable trust "makes the payments mostly untaxed."

	The deduction is a multiple of what you pay in.

	The promoter wants a fee based on your tax savings and discourages a second opinion.




What to know before you choose it
If a plan matches any of these patterns, ask your CPA in writing whether it is a listed or reportable transaction before you sign anything.





Bottom lineThe paths in this book save tax by spreading, deferring, excluding or giving. A plan that promises to do all four at once deserves a second opinion.
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The Whole Book on One Page


The best way to sell isn't the one with the lowest tax bill. It's the one that fits what you're trying to do: income, flexibility, staying in real estate, heirs, charity, or your next purchase. Pick the goal first, then the path, because the same $1M gain can leave you hundreds of thousands of dollars apart depending on the choice. In our California example, holding the land until death instead of selling it for cash leaves the family $316,836 more after 10 years (Chapter 17).

1. Same gain, different tax. What you sell, how you sell it, and when and where you sell it can move the tax on a $1,000,000 gain from $0 to more than $400,000.

2. Know your layers. Ordinary rates up to 37%. Collectibles up to 28%. Building depreciation up to 25%. Most long-term gain at 0%, 15% or 20%. Then the 3.8% investment tax, AMT and state tax.

3. Basis is the hidden lever. Gifts carry the old basis. Inheritance resets it. Holding until death erases the income tax on the gain.

4. Your home comes first. Up to $250,000 or $500,000 of gain is excluded, not deferred.

5. Buildings carry their depreciation. The 25% layer and any fast recapture set the floor. Fast recapture is taxed in year one even on an installment sale.

6. Businesses are won in the paperwork. Stock or assets, the Form 8594 allocation, personal goodwill, QSBS and ESOPs. A C corporation asset sale is taxed twice.

7. Stocks and crypto: calendar, losses, gifts, step-up. No installment sale for traded stock. No 1031 for anything but real estate.

8. Collectibles cost more. 28% at the top, bullion included. Installment sales and related-use gifts help.

9. Getting paid over time spreads the gain. It often cuts the present value of the tax by a third or more. Who owes you the money is the real decision.

10. A 1031 moves the gain into the next property. It disappears only at death.

11. Opportunity zones changed on January 1, 2027. Five-year deferral, 10% (or 30% rural) cut, and growth excluded after 10 years. The fund is the risk. California does not follow.

12. Charity is never cheaper than keeping the money. Give before the sale is arranged, and only what you meant to give.

13. Check the year, your losses and your state. They cost little to check.

14. Rank the risk twice. IRS risk and money risk are different. Stay away from listed transactions.

15. Pick by goal, not just by tax. Income, flexibility, staying in real estate, simplicity, heirs, charity, the next purchase or the lowest bill this year each point to different paths.

16. Decide before you sign, with your own CPA and attorney.
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Questions to Ask Your CPA


Bring this page to your CPA. Every question is fair to ask.

About the gain

	What is my adjusted basis, and how much depreciation have I taken, including any cost segregation or bonus depreciation?

	Which layers will my gain fall into: ordinary, 28%, 25%, or 0/15/20?

	Will the sale trigger the 3.8% investment tax, the AMT, Medicare surcharges or lost credits?

	Which state or states will tax this gain?




About my return

	Do I have capital loss, passive loss or net operating loss carryovers? How much will this sale use?

	Did I deduct any net Section 1231 losses in the last 5 years?




About the ways to sell

	Can you run my numbers four ways: cash, paid over time, deferred (1031 or opportunity zone), and held until death?

	If I am paid over time, what schedule and interest rate make sense, and what happens if I die?

	If I exchange, how much boot will I get, and what is my backup plan if the exchange fails? Should the boot be set up before closing as an installment obligation (IRC §453(f)(6); Treas. Reg. §1.1031(k)-1(j)(2)), and who would owe me those payments?

	If I invest in an opportunity zone fund, when does my 180-day window start, and where will the year-5 tax come from?

	If I sell a business: stock or assets, how should we allocate the price, and does my stock qualify under Section 1202?

	If I give to charity, should the gift happen before we list, and how much of the deduction can I use?




About family

	Is our estate near the estate tax exclusion, including our state's?

	Is the property community property? Would waiting change our heirs' basis?

	Has anyone shown me a plan that looks like a listed transaction?





  
    Reference
For Your CPA: Technical Appendix


Scope. Federal law as of October 9, 2026, including P.L. 119-21 (July 4, 2025). 2026 inflation amounts from Rev. Proc. 2025-32. California law as of the FTB's 2025 instructions where cited. Every figure is the incremental tax caused by the transaction: tax with the transaction minus tax on the same household's other income alone.

Engine. The bigsaletax.com engine (yearTax), the same code that runs the site's calculators. Federal regular tax is computed with the Schedule D Tax Worksheet structure of IRC §1(h)(1) (0/15/20 bands measured on total taxable income; unrecaptured §1250 gain under (h)(1)(E) at a 25% cap). Collectibles gain and the taxable portion of §1202 gain are run through the same worksheet slot with a 28% cap (§1(h)(1)(F), (h)(4), (h)(7)). AMT follows Form 6251 Part III, with capital gain keeping its §1(h) rates and the exemption phase-out under §55(d)(3). NIIT under §1411 on the lesser of net investment income or MAGI over the unindexed threshold; gain on an active trade or business is excluded under §1411(c)(1)(A)(iii) and Treas. Reg. §1.1411-4(d)(4). California: resident schedule on all income (capital gain as ordinary income), plus the 1% tax over $1,000,000 under R&TC §17043. Years after 2026 use the 2026 federal and California tables unchanged (no inflation projection). Standard deduction only, unless noted.

Household. Married filing jointly, both under 65, $150,000 of other ordinary income every year, no other investment income.

Chapter notes.


	Installment schedules (Chapters 4, 5, 7, 9, 10, 16). Level principal, first payment at closing, interest at 5% annual on the unpaid balance (above the October 2026 mid-term AFR of 4.61%, Rev. Rul. 2026-19). Gross profit ratio per Treas. Reg. §15a.453-1(b). Unrecaptured §1250 gain recognized first (Treas. Reg. §1.453-12). §1245 recapture recognized in the year of sale (§453(i)). Interest taxed as ordinary income and as net investment income, reported separately from the tax on the gain. Notes stay below the §453A threshold.

	Structured installment sale. Modeled with the same tax as seller financing (§453 reporting as payments are received). No view is expressed on any particular program; the IRS has not published a ruling on the assignment structure.

	1031 (Chapter 11). Boot taxed under §1031(b) as long-term gain in the year of exchange. Deferred gain shown, not taxed. Boot over time: $500,000 boot on a $4,400,000 exchange (basis $3,500,000, $200,000 depreciation); installment boot with like-kind property excluded from contract price and payments and gross profit reduced by the deferred gain (§453(f)(6)), so the gross profit ratio on the boot is 100%; buyer's note through the intermediary per Treas. Reg. §1.1031(k)-1(j)(2)(ii)-(iv) (eCFR text checked October 9, 2026); unrecaptured §1250 first (§1.453-12); the cash version assumes the 25% layer is recognized first.

	Opportunity zone (Chapters 12, 16). Gain realized in 2026, invested in January 2027 under Notice 2026-40 §4.02(2). Federal inclusion in 2032 of the lesser of deferred gain or fund value, less the 10% (rural 30%) basis increase, taxed at 2026 rates with NIIT (character preserved, Treas. Reg. §1.1400Z2(b)-1). California taxes the full gain in 2026 and fund growth at exit (no conformity). Wealth comparison: fund sold after 10 years with the §1400Z-2(c) election; taxes paid from outside money charged with a 6% opportunity cost; the alternative pays tax in 2026 and invests the rest at 6% with growth taxed as long-term gain at the end. Break-even found by bisection.

	Charitable remainder unitrust (Chapters 13, 16). 20-year term, 5% annual payout at year end, trust value held level (5% total return, all long-term gain, so every payment is tier-2 capital gain under §664(b)). Remainder factor computed as (1 minus adjusted payout) to the 20th power, with the adjusted payout = 5% x 1/(1.056), using the October 2026 §7520 rate of 5.6%. This approximates Treas. Reg. §1.664-4; the trust's actual factor depends on its payment timing and valuation date. Deduction used at 30% of AGI with 5-year carryforward (§170(b)(1)(C), (d)(1)), net of the 0.5% floor (§170(b)(1)(I)); the couple is assumed to itemize already. The deduction is modeled as an ordinary deduction that does not reduce net investment income.

	Donor-advised fund (Chapters 8, 13, 16). Gift at fair market value before any binding sale; deduction net of the 0.5% floor and the §68 reduction (2/37 of the lesser of itemized deductions or taxable income above $768,700). Same modeling convention as the remainder trust. California's charitable deduction modeled as reducing state taxable income dollar for dollar (an approximation).

	Business (Chapter 7). Active owner: gain outside NIIT. Asset sale: $200,000 §1245 recapture and $50,000 non-compete as ordinary income, $750,000 goodwill as capital gain. C corporation: 21% federal (§11(b)) and 8.84% California franchise tax (FTB business tax rates, updated September 24, 2025) at the corporate level, California tax deducted federally; the shareholder's liquidating distribution taxed as long-term gain with NIIT (investor case), stock basis assumed zero. QSBS: new-law 3- and 4-year cases run in 2029 and 2030 with the non-excluded part at the 28% cap; California taxes the full gain (FTB Pub. 1001). California's 1.5% S corporation tax not modeled.

	Farm (Chapter 6). §1062 installments cover regular federal income tax only (the §1062(d)(1) "net income tax"), excluding AMT and NIIT; present value at 5% with the first installment at the same due date as a cash sale.

	Collectibles (Chapter 9). 28% cap applied to regular tax and AMT; NIIT applies.



Known limits. No itemized deductions except where stated; no state tax on interest beyond the resident schedule; no Medicare premium or ACA effects; no local transfer taxes or selling costs; no inflation indexing after 2026; California's 2026 rate schedule taken as the engine's table (the FTB had published 2025 schedules as of this edition).
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Sources and Dates


All sources were checked on October 9, 2026 unless another date is shown. Full source ledgers, with quoted text and links, are kept with the book's research files.

Statutes and law. Internal Revenue Code §§1(h), 11(b), 68, 121, 170, 172, 197, 453, 453A, 453B, 469, 664, 691, 721, 1001, 1011, 1014, 1015, 1031, 1042, 1060, 1062, 1091, 1202, 1211, 1212, 1222, 1223, 1231, 1239, 1245, 1250, 1252, 1255, 1400Z-1, 1400Z-2, 1411, 2010, 2032A, 6039K, 6039L, 6662A, 6707A, 6726 (Cornell Legal Information Institute and the enrolled text of P.L. 119-21 at congress.gov). P.L. 119-21 §§70106, 70111, 70421, 70424, 70425, 70431, 70437 (July 4, 2025). P.L. 117-328 (SECURE 2.0), division T, §114.

Regulations. Treas. Reg. §§1.167(a)-2, 1.1031(k)-1(j)(2), 1.170A-4, 1.170A-5, 1.453-12, 15a.453-1, 1.664-4, 1.1031(d)-2, 1.1031(k)-1, 1.1042-1T, 1.1060-1, 1.1400Z2(a)-1, (b)-1, (c)-1, (d)-1, 1.1411-4 (eCFR, current as of early October 2026). Proposed regulations REG-109348-22 (August 4, 2023), REG-116506-25 (September 11, 2026), and the 2006 proposed private annuity regulations.

IRS guidance. Rev. Proc. 2025-32 (2026 inflation amounts); Rev. Rul. 2026-19 (October 2026 rates); Notice 2026-40 and Notice 2026-55 (opportunity zones, 2026); Rev. Proc. 2026-14 (2027 zone designations); Notice 2025-50 (rural areas); Notice 2023-27 (NFTs); Notice 2014-21 (virtual currency); Rev. Rul. 2019-24, 2023-14 (crypto income); Rev. Rul. 2004-86 (Delaware statutory trusts); Rev. Proc. 2005-14 (§121 with §1031); Rev. Rul. 85-13 and 2023-2 (grantor trusts); CCA 202124008, 202118016, 201330033; T.D. 10000 (Form 1099-DA). Listed transactions: Notice 2017-10, T.D. 10007 (2024), T.D. 10029 (2025), T.D. 10051 (2026), Treas. Reg. §1.6011-4. Dirty Dozen news releases IR-2023-71, IR-2024-104, IR-2024-105, IR-2026-30. Cost Segregation Audit Techniques Guide (Pub. 5653, February 2025); Conservation Easement Audit Techniques Guide (September 2026). IRS Publications 523, 526, 537, 544, 550, 551, 561 (2025 editions); Instructions for Forms 8594, 1062 and 1099-DA.

Cases. Martin Ice Cream Co. v. Commissioner, 110 T.C. 189 (1998); Norwalk v. Commissioner, T.C. Memo. 1998-279; Howard v. United States, 448 F. App'x 752 (9th Cir. 2011); Estate of Hoensheid v. Commissioner, T.C. Memo. 2023-34; Furrer v. Commissioner, T.C. Memo. 2022-100.

States. California R&TC §§17014, 17016, 17024.5, 17041, 17043, 18036; FTB Publications 1001, 1100; FTB 2025 Form 540 instructions; FTB business tax rates page. Washington RCW 82.87. New Hampshire RSA ch. 77.

Cross-checks. Every claim in the book was checked against the primary source above. Independent cross-checks were run with Gemini (secondary only) and with Grok on 53 claims; Grok agreed with all 53, and the one point where our own research and Grok disagreed (whether the 2024 Dirty Dozen list named monetized installment sales and charitable remainder annuity trust schemes) was settled by the IRS release itself, IR-2024-104.

Engine. bigsaletax.com tax engine, file version recorded in the book's results file, run October 9, 2026.
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What We Left Out


These points came up in research but could not be confirmed in a primary source as of October 9, 2026, so they are not relied on in this book:


	Whether sports memorabilia and trading cards are collectibles for the 28% rate. No IRS designation was found.

	California's 2026 rate-bracket thresholds. Only the 2025 schedule was confirmed.

	Washington's current inflation-indexed capital gains deduction amount, and the content of its 2026 amendment.

	California's treatment of a Section 1042 ESOP rollover.

	The 2027 inflation-indexed QSBS cap. No figure had been published.

	Any interest charge on Section 1062 farmland installments. None appears in the statute or instructions.

	Whether regulations under IRC §453(k)(2)(B) bar installment reporting for bullion or crypto. None were found.

	The 2027 opportunity zone map. Not yet published.

	The text of proposed Treas. Reg. §1.453-1(f)(1)(iii) on allocating basis in an exchange with installment boot. It could not be fetched, so the book relies on the statute, IRC §453(f)(6).

	Industry claims about fund track records, fees and returns.
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Words to Know


Adjusted basis: What you paid, plus improvements, minus depreciation.

Alternative minimum tax (AMT): A second way of figuring federal tax. You pay whichever is higher.

Basis: The part of the sale price that is your own money coming back. It is not taxed.

Boot: Cash or other non-like-kind value you get in a 1031 exchange. Boot is taxed.

Capital gain: Profit from selling property for more than your basis. Long-term if held more than one year.

Carryover basis: The rule for gifts: the person who receives a gift takes the giver's basis.

Charitable remainder trust: A trust that pays you for life or a term of years, then gives what is left to charity.

Collectible: Art, antiques, rugs, metals, gems, stamps, coins, alcoholic beverages and similar items. Taxed at up to 28%.

Deferral: Putting a tax off to a later year. The tax is still owed later.

Delaware statutory trust: A trust that holds real estate and sells fractional interests, often used as 1031 replacement property.

Donor-advised fund: An account at a public charity that you give to now and recommend grants from later.

ESOP: An employee stock ownership plan, a retirement plan that buys company stock for employees.

Excluded gain: Gain that is never taxed, like the home sale exclusion or qualified small business stock.

Gross profit percentage: The share of each installment payment that is gain.

Installment sale: A sale with at least one payment after the year of sale, taxed as you are paid (IRC §453).

Listed transaction: An arrangement the IRS has formally identified as a tax avoidance transaction. It must be disclosed, with heavy penalties for failing to.

Net investment income tax: The 3.8% tax on investment income above $250,000 (married) or $200,000 (single) of income.

Opportunity zone fund (qualified opportunity fund): A fund that invests in designated low-income areas and can defer and partly exclude the tax on gains invested in it.

Present value: What a future payment is worth today.

QSBS: Qualified small business stock under IRC §1202. Part or all of its gain can be excluded.

Qualified intermediary: The company that holds the money during a 1031 exchange.

Recapture: Tax on depreciation you took, charged when you sell.

Section 1231 property: Real estate and equipment used in a business and held more than a year.

Step-up: At death, the basis of most property resets to its value that day.

Structured installment sale: An installment sale where a third party takes over the buyer's duty to pay you on a fixed schedule, usually funded with an annuity.

UPREIT: A contribution of property to a real estate investment trust's operating partnership for units, deferred under IRC §721.

Wash sale: Buying back the same stock within 30 days of selling it at a loss. The loss is put off.
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Important Disclosures


This book is tax education. It is not tax, legal, accounting or investment advice, and reading it does not create an advisory relationship. Have your own CPA and your own tax attorney check everything before you act.

Every person in this book is an illustrative composite. The numbers come from one tax engine using 2026 federal law and, where noted, California law. Small changes in facts can change the answer. No result is typical or promised.

Who publishes it. Hans Goldstein: Tax & Exit Planning, a sole proprietorship operated by Hans Goldstein under its own EIN, at bigsaletax.com. Hans is not a CPA, an attorney, a registered investment adviser or a broker-dealer. He does not prepare tax returns. Nothing in this book recommends a specific security, fund, trust or insurance product. Securities decisions, including any Delaware statutory trust, opportunity zone fund or REIT interest, belong with your own registered adviser or broker.

Conflict of interest. Hans is also a licensed insurance agent, CA Insurance License #4273294, NPN 20602398, with a separately owned insurance business, Goldstein & Co. LLC dba Goldstein Insurance Services. That business is not part of this book. One path described here, the structured installment sale, is usually funded with an annuity from a life insurance company. If a reader later used a structured installment sale placed through Hans's insurance business, he could be paid a commission by the insurer. He earns nothing from any other path in this book. That is a conflict of interest, and it is why this book gives that path no special treatment. No insurer, assignment company, fund sponsor or trust company is named in this book.

Structured installment sales. Payments in a structured installment sale are owed by a third-party assignment company, usually funded by an annuity it owns. The seller is generally an unsecured creditor. Payments are not bank deposits, are not FDIC-insured and may not be covered by any state guaranty association. No published IRS ruling addresses the specific assignment structure.

Fees. The Big Sale Tax Analysis offered at bigsaletax.com is free until November 2027 and then a flat fee for analysis only, set out in writing before any work. No referral fees are paid or received.

Your information. If you request this book or contact Hans, he uses what you share to send it and to respond to you, plus occasional educational emails you can unsubscribe from at any time. It is never sold. Mailing address: 1401 21st St, Ste R, Sacramento, CA 95811. Phone: 213-414-2808. Email: hans@bigsaletax.com.
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About Hans Goldstein


Hans Goldstein writes tax education for people selling homes, real estate, businesses and investments, as Hans Goldstein: Tax & Exit Planning, at bigsaletax.com. He is based in Southern California.

He built the tax engine behind every number in this book and the calculators on bigsaletax.com. He is not a CPA or an attorney. He is also a licensed California insurance agent (CA Insurance License #4273294), which the Disclosures page explains.

Found a mistake? Tell him: hans@bigsaletax.com or 213-414-2808. Mailing address: 1401 21st St, Ste R, Sacramento, CA 95811.
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TAX AND MONEY, SIDE BY SIDE

Rental building, $1,000,000 gain, California couple

TAX ON THE GAIN MONEY TO YOU (TODAY DOLLARS)

@ Total B Present value B Cashin2026 W 10yrs,sold W Atdeath

] N $1.25M
Cash sale S e 1,111

1
S0k N §1.25\
N 53k 8 129

Installment, 10 years

]

$217k N s 1 27
$0

1031, orkeepit *° S S .15\

N ;7 SE— oo
$1.26M

Opportunity zone fund —
1
S92 O 31\

Price $1,600,000, basis $600,000 after $300,000 of depreciation. A 1031 and keeping the building
have the same numbers here. Cash invested at 5% a year; property grows 5% a year; “10 yrs, sold" sells
everything after 10 years and pays the tax; "At death” gives heirs a stepped-up basis instead. Texas
numbers are in the tables. Engine run October 9, 2026, 2026 law.
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The master matrix as a chart: tax and money, ten ways
(California)

TAX ON THE GAIN MONEY TO YOU (TODAY DOLLARS)
B Total B Presentvalue B Cashin2026 W 10yrs,sold W Atdeath

] . 5883k
Cash sale B 55
]
S317 . 3k

Installment / (N <. B s96k

tructured, 10 yrs £ S 2k
structurec, 10yrs s196k ————— o
$0 S0
1031 exchange S ;25
D N S 1.20M
S 5148k
1031 + $200k cash boot B $52¢ s826k
. 552k —————— B
1031 + boot over 10 [l s4sk 1 s15k -
——
yrs [ s39k .

N ;1.15M

O s 5k
Opportunity zone fund 1
pportunty I 5235k $oat

[
. $162k B se7c
Remainder trust — N 150«
B 576k N 705
[ ] . 5812k
Give 20%,sell 80% SRR srank 1
s148k [ [N
" ] — 5996k
Sellwith $300k losses SSSSSSSRES 20 o
CHT ——————————— pom
’ $0 0
Hold until death S ;s
50 N S .20\

Land sold for $1,200,000 with a $200,000 basis. Charity rows give value away. Remainder trust “at
death” includes the payments heirs keep receiving until year 20. Engine run October 9, 2026, 2026 law.
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THE MASTER MATRIX
The same $1,000,000 gain, ten ways: present value of the tax

B california @ Texas (no state tax)
Cash sale o 5216k s
Installment sale, 10 yrs o & 120k §19ek
Structured installment g —— ¢ 100\ s19ek
1031 exchange §g
1031 with $200k boot [gEey o2
$239

Opportunity zone fund g |39k

Charitable remainder trust % $76k

" N
Give 20% to a donor fund  ou——— 05\ stask

. ——
Sell with $300k of losses e — 5204k

Hold until death  $)

Engine run, 2026 law. Married couple, $150,000 of other income, land sold for $1,200,000 with a
$200,000 basis. Present value at 5% a year. Two rows (1031 and hold until death) show $0 because the
gain is still untaxed, not gone, except at death (step-up). The charitable rows also give away value. Read
the tables in Chapter 16 before comparing
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A painting, $1,000,000 gain, California couple
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Value $1,200,000, basis $200,000, 28% collectibles rate. Cash invested at 5% a year; property grows
5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death" gives heirs a
stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026, 2026 law,
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Circle size is the tax that year on the master matrix land sale. Negative years (the remainder trust
deduction) are not drawn. "Later" is years 11 to 20 of the remainder trust. Engine run October 9, 2026,
2026 law.
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A first-pass decision tree: start with the goal

What do you want the money to do?

Retirement income Flexibility

Cash, banked losses, 1031 + boot

Installment, structured, remainder trust

Stay in real estate
1031, Delaware statutory trust, OZ fund

Simplest, least risk

Cash, banked losses, hold

Most to heirs Give to charity
Hold until death, 1031 until death Gift before sale, remainder trust

Buy the next one Lowest tax this year
1031 (real estate) or cash 1031, OZ fund, installment, trust

Then: can your asset use it?
Home: exclusion first. Stocks: no installment, no 1031. Collectibles: no 1031.

Then: what risk can you carry?
Cross off Very high IRS risk. Need the money? Cross off lock-ups.

Then: add the extras

Banked losses, timing, state, an OZ fund for part of the gain.

Teaching diagram, no engine numbers. Listed and high-scrutiny arrangements are left out on purpose.
It narrows the list; your CPA picks.
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Value $1,200,000, basis $200,000. The donor fund row gives away $200,000 of value. Cash invested at

5% a year; property grows 5% a year; 10 yrs, sold" sells everything after 10 years and pays the tax; "At
death" gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9,
2026, 2026 law.
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Why not just sell now? You get the money and its freedom, but heirs end with $316,836 less in this
example, because the step-up would have erased the tax. Engine run October 9, 2026, 2026 law.
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S corporation, price $1,250,000, basis $250,000, owner works in the business. California S corporation
tax not included. Cash invested at 5% a year; property grows 5% a year; "10 yrs, sold" sells everything
after 10 years and pays the tax; "At death" gives heirs a stepped-up basis instead. Texas numbers are in
the tables. Engine run October 9, 2026, 2026 law.
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Combo: cash sale plus losses you already have (California, cash
in 2026)
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Why not just spread the sale instead? With losses already on your return, a cash sale gets $112,864
more in hand this year and full access to the money. Engine run October 9, 2026, 2026 law.
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Why not just take the boot in cash? You can, and you keep full access to it; spreading saved $42,124 in
present value here, and putting the boot's gain in an opportunity zone fund saved $35,547 but locks
the money up for about 10 years. Texas: $106,533 cash vs $73,840 over 10 years. $4,400,000
exchange, $900,000 gain. Engine run October 9, 2026, 2026 law.
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Mini bars: present value of the tax on the master matrix land sale, California. The $0 rows still carry a
catch. Engine run October 9, 2026, 2026 law.
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IRS risk ladder, most risky at the top
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Warnings only: the Very high rows are never in this book's comparisons. Sources and dates for every
row are in the chart table in this chapter. As of October 9, 2026.
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Price $1,500,000, basis $500,000, $500,000 excluded. Tax on the gain only. Cash invested at 5% a year;
property grows 5% a year; "10 yrs, sold" sells everything after 10 years and pays the tax; "At death”
gives heirs a stepped-up basis instead. Texas numbers are in the tables. Engine run October 9, 2026,
2026 law.
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Paperwork, deadlines, ongoing work and how long your money is locked up. A judgment scale based
on each path's rules (Chapters 10 to 15), not an engine number.
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Price $1,200,000, basis $200,000. Section 1062 spreads the payment of the regular federal tax, not the
gain. Cash invested at 5% a year; property grows 5% a year; “10 yrs, sold" sells everything after 10 years
and pays the tax; "At death” gives heirs a stepped-up basis instead. Texas numbers are in the tables.
Engine run October 9, 2026, 2026 law.
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Money risk ladder, most risky at the top
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Money risk ignores the IRS: credit, lock-up, market, fees and no undo. Reasons for every row are in the

chart table in this chapter. As of October 9, 2026.
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Same land sale as the master matrix, California. Risk adds the IRS level and the money level from

Chapter 19 (Lowest 0 to High 3). Listed transactions are not shown. Engine run October 9, 2026, 2026
law.
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Why not just sell and write the charity a check? Because giving the land first skips the tax on the gift's
gain: the family ends with $70,049 more for the same $240,000 gift. Keeping it all still leaves the most
for the family. Engine run October 9, 2026, 2026 law.
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Engine run, 2026 law, land with a $1,000,000 gain sold for $1,200,000, paid in 10 equal principal
payments with 5% interest. Tax on the gain only: $316,836 at once, or $242,110 in total over 10 years.
Interest is taxed separately as ordinary income.
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Engine run, 2026 law, married couple with $150,000 of other income, no state income tax. Federal
income tax, the 3.8% net investment income tax and AMT. Qualified small business stock assumes stock
issued before July 5, 2025 and held more than 5 years. Inherited: basis stepped up to value at death





