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Biggs v. Commissioner, 73 T. C. 666 (1980)

A multi-party exchange can qualify as a like-kind exchange under Section 1031 if the
transactions are interdependent and result in an exchange of like-kind properties.

Summary

In Biggs v. Commissioner, the Tax Court held that a complex multi-party transaction
involving the exchange of real property in Maryland for real property in Virginia
constituted a like-kind exchange under Section 1031 of the Internal Revenue Code.
Franklin Biggs transferred his  Maryland property to  Shepard Powell,  who then
assigned his interest in Virginia property to Biggs. The court emphasized that the
substance of the transaction, not its form, determined its tax consequences, and
found that the steps were part of an integrated plan to effectuate an exchange. This
ruling highlights the importance of interdependence in multi-party exchanges and
reinforces the principle that substance over form governs the application of Section
1031.

Facts

Franklin Biggs owned real property in Maryland and sought to exchange it for like-
kind property. He negotiated with Shepard Powell, who was interested in acquiring
the Maryland property. Biggs insisted on receiving like-kind property as part of the
transaction. Biggs located suitable property in Virginia and contracted to purchase
it, acting as an agent for Powell. Due to Powell’s inability or unwillingness to take
title to the Virginia property, Biggs arranged for Shore Title Co. , Inc. , to hold title
temporarily. On February 27, 1969, Biggs and Powell formalized their agreement:
Biggs conveyed the Maryland property to Powell’s assignees, and Powell assigned
his rights to the Virginia property to Biggs. The exchange was completed on May 26,
1969, when Biggs received title to the Virginia property and Powell’s assignees
received title to the Maryland property.

Procedural History

The Commissioner  of  Internal  Revenue determined a  deficiency in  Biggs’  1969
federal  income tax,  asserting that the transaction did not qualify as a like-kind
exchange under Section 1031. Biggs petitioned the Tax Court for a redetermination
of the deficiency. The Tax Court reviewed the transaction and issued a decision
holding that the exchange qualified under Section 1031.

Issue(s)

1. Whether the transfer of Biggs’ Maryland property and receipt of the Virginia
property constituted an exchange within the meaning of Section 1031 of the Internal
Revenue Code?

Holding



© 2025 SCOTUSreports.com. All rights reserved. | 2

1.  Yes,  because  the  transactions  were  interdependent  parts  of  an  overall  plan
intended to  effectuate  an exchange of  like-kind properties,  resulting in  a  valid
Section 1031 exchange.

Court’s Reasoning

The  court  applied  the  principle  that  substance,  not  form,  determines  the  tax
consequences  of  a  transaction.  It  found  that  Biggs’  transfer  of  the  Maryland
property and receipt of the Virginia property were part of an integrated plan to
effect an exchange. Key factors included Biggs’ insistence on receiving like-kind
property, his active role in locating and contracting for the Virginia property, and
the interdependence of the steps involved. The court cited prior cases like Coupe v.
Commissioner and Alderson v. Commissioner, which supported the validity of multi-
party  exchanges  under  Section  1031.  The  court  rejected  the  Commissioner’s
argument that the transaction was merely a sale and purchase, emphasizing that the
end result was an exchange of like-kind properties. The court also distinguished the
case from Carlton v. United States, noting the simultaneous nature of the exchange
and Biggs’ commitment of funds to the Virginia property purchase.

Practical Implications

This  decision  expands  the  scope  of  transactions  that  can  qualify  as  like-kind
exchanges under Section 1031, particularly in complex multi-party arrangements.
Attorneys  should  focus  on demonstrating the  interdependence of  steps  in  such
transactions to support a Section 1031 exchange claim. The ruling underscores the
importance of documenting the intent to exchange properties from the outset and
maintaining  control  over  the  process,  even  when  third  parties  are  involved.
Businesses and investors can use this case to structure exchanges involving multiple
parties,  provided they can show an integrated plan to  effectuate  an exchange.
Subsequent cases like Starker v. United States have further developed the principles
established in Biggs, allowing for delayed exchanges under certain conditions.


