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4  BASIC STEPS OF A COMMERCIAL
REAL PROPERTY TRANSACTIONS

1- NONBINDING LETTER 
OF INTENT BETWEEN 

PARTIES

2- PURCHASE 
AGREEMENT BETWEEN 

THE PARTIES

3- TRANSFER OF TITLE 
BY CLOSING AND 

RECORDING DEED

4- POST- CLOSING 
MATTERS 



Ba sics of r ea l p r oper ty

Prop e rly executed  contracts are  enforceab le  if:
• 1) p artie s are  id e ntifie d , 2) p rop e rty is id e ntifie d ,  3) p rice   & 4) te rms of p ayme nt d isclose d  
• Buye r e ntitle d  to  Sp e cific Pe rformance  – Se lle r e ntitle d  to  Damag e s.  (liq uid ate d  d amag e s –
Se lle r ke e p s the  d e p osit)

Fund amental p rincip al o f real p rop e rty law –You can only rece ive  (b uye r) o r convey 
(se lle r) what you own.  In o the r word s, close  enoug h is no t g ood  enoug h!

Prop e rty inte re st must b e  record ed  to  g ain the  full b ene fit and  p ro tection of the  law.

Intend ed  use  of the  p rop e rty must match the  zoning  p rovisions of the  area.



Checklist  For  Rea l Pr oper ty  Tr a n sa ct ion  
Befor e Sign in g  the Con tr a ct

Re tain an exp e rie nce d  real e state  lawye r familiar with the  local 
jurisd iction whe re  the  p rop e rty is locate d

Ad d re ss all mate rial p rovisions, conting e ncie s, and /or op tions in the  
ag re e me nt (stud y p e riod , insp e ctions, title  search, and  financing )

If the  o the r p arty is a Corp ., LLC or has multip le  owne rs, e nsure  that 
the  sig ne r o f d ocume nts has authority to  sig n the  d ocs

Und e rstand  the  ve ste d  inte re st o f various p artie s in the  transaction 
(b roke rs/se lle r/atto rne y/title  comp any)



Checklist  FOR a  r ea l p r oper ty  pu r cha se  
t r a n sa ct ion  RIGH T AFTER SIGNING TH E 

con tr a ct

START WO RKING IMMEDIATELY O N THE DUE DILIGENCE  
MATTERS

• CO NTINGENCIES GENERALLY HAVE A SHO RT TIMELINE
• NEED TO  ENSURE THAT YO U ARE WELL INFO RMED ABO UT THE CO NDITIO N, 

VALUE, HISTO RY, TITLE, TAXES, ZO NING, AND LIENS, AND/O R 3RD PARTY 
INTEREST IN THE PRO PERTY,  

• NEED TO  CO NFIRM THE PAYO FFS O F ANY TAXES O R DEBT ATTACHED TO  
THE PRO PERTY.



TH E ROLE OF A TITLE COMPANY – Usu a lly  a cts 
a s the escr ow  a gen t  a s w ell

Ab stract - Brie f histo ry of instrume nts 
ap p earing  in county re cord  that affe ct title  to  
p rop e rty

Taxe s & Lie n Payoffs – Should  work on 
id e ntifying  the  p ayoffs o r g e tting  re lease s o f 
p rop e rty taxe s, lie ns, jud g me nts, mortg ag e s, 
that are  on title , p rorating  ce rtain d e b ts and  
ob lig ations

Title  Insurance - Issue d  b y a title  insurance  
comp any afte r it re vie ws re cord e d  instrume nts. 
Contract b y which a title  insurance  comp any 
ag re e s, sub je ct to  te rms of the  p o licy, to  
ind e mnify the  insure d  ag ainst loss sustain-

e d  as a re sult o f d e fe cts in title  o the r than 
sp e cific title  exce p tions liste d  on p o licy.

O wne r's Po licy: If a Purchase r wishe s to  ob tain a 
title  insurance  p o licy to  p ro te ct his o r he r 
owne rship  in land , he  ap p lie s to  title  insurance  
comp any and  ag re e s to  p ay a fe e .

Le nd e r’s Po licy:  O nly p ro te cts le nd e r fo r 
amount o f mortg ag e  loan and  risks that affe ct 
se curity inte re st o r le nd e r.



The Role of the t it le com pa n y  – in  p r epa r in g  
the t it le policy

Initially p rovid e s the  b uye r and  the  lend e r with a Commitment or a Bind e r to  issue  an 
insurance  p olicy

Commitment informs the  p o licyhold e r of the  fo llowing :
• Stand a rd  Co ve rag e  - Ge ne rally insure s ag ainst d e fe cts in p ub lic re cord s, p lus thing s such as 

forg e d  d ocume nts, d ocume nts of incomp e te nt g rantors, incorre ct marital state me nts. 
• Exte nd e d  Co ve rag e  - Eve rything  cove re d  in the  stand ard  p olicy, p lus ad d itional risks which could  

b e  d iscove re d
• Exce p tio ns – What the  p olicy d oe s not cove r (some  can b e  waive d  b y title  ins. comp anie s if 

p re se nte d  with ap p rop riate  d ocume ntation or b y p aying   hig he r p re mium for an End orse me nt 
such as Zoning , Environme ntal, Comp re he nsive )

• Exclusio ns - What the  p olicy cannot cove r (a lost b ase d  on g ove rnme nt re g ulation or taking , an 
unp aid  p rop e rty tax lie n, e tc.)



Closin g  or  set t lem en t  on  the p r oper ty

Closing  or Se ttle me nt is the  fo rmal p roce ss o f transfe rring  the  owne rship  o f  the  
p rop e rty in exchang e  fo r p ayme nt o f the  ag re e d  up on p rice  

Buye r – Ensure  that all conting e ncie s are  ad d re sse d

Buye r – Should  re vie w the  fe e s that are  b e ing  charg e d   and  fund s ne e d e d  to  close  
at least 24 hours p rio r to  closing

Buye r - If b uye r is financing  the  p urchase , make  sure  the  te rms of the  loan that you 
exp e cte d  are  re fle cte d  in the  loan d ocume nts. 



Closin g  or  set t lem en t  on  the p r oper ty

Se lle r - That the  p urchase  p rice  is corre ct

Se lle r – That the  fe e s, charg e s, and  costs that are  allocate d  to  the  Se lle r are  corre ct

Se lle r – That the  authorize d  ag e nt is aware  o f the  d ate  o f closing  and  will sig n the  
d e e d  or has sig ne d  the  d e e d  and  it is b e ing  he ld  in e scrow

Se lle r – That all conting e ncie s are  re so lve d



Attorne y Anna Gab rie lla Colon

Attorne y Tom We tmore



Gr ou p  Ta x Exem pt ion

• The  Ge ne ral Confe re nce   maintains a Fe d e ral g roup  tax exe mp tion  
g rante d  in 1950 that cove rs US b ase d  e ntitie s o f the  d e nomination.

• Group  tax exe mp tions are  p rovid e d  for und e r Inte rnal Re ve nue  Se rvice  
Proce d ure  Ruling   80-27.  

• The  p are nt o rg anization (Ge ne ral Confe re nce ) has ad ministrative  
re sp onsib ility fo r p roce ssing  and  ove rse e ing  and  confirming  exe mp t 
status o f sub ord inate  o rg anizations und e r the  ruling .
• Ad ministrative  re sp onsib ility is d e le g ate d  to  the  North Ame rican Division



Ver ify in g  You r  Ta x-Exem pt  Sta tu s

If  unde r the  Church’s g roup  tax 
exemp tion:

The  Ge ne ral Confe re nce , O ffice  of 
Ge ne ral Counse l 

• Call my assistant Maria, at 301-
680-6326

• A le tte r sp ecific to  the  
org anization will b e  sent

• This includ es local churches and  
schools

If not unde r the  g roup  
exemp tion:

IRS web site - www.irs.ustreas.g ov

• IRS Pub lication 78 – p rint ed ition 
no  long e r p ub lished   

• Now online  as Exemp t 
O rg anization Se lect Check

Where  do you g o to ve rify tax exemp t status of an org anization?

http://www.irs.ustreas.gov/


Adm in ist r a t ion  of Gr ou p  Exem pt ion

• Annual re p ort is mad e  to  the  IRS of chang e s to  list and / e ntitie s in 
the  list

• SDA Yearb ook vie we d  as o fficial list fo r g roup  exe mp tion
• O ffice  o f Ge ne ral Counse l is the  re cord  ke e p e r
• Inq uirie s and  re q ue sts fo r confirmation of exe mp t status are  to  b e  

d ire cte d  to  the  p are nt o rg anization  (i.e . the  GC) – DO  NOT 
CO NTACT  THE IRS FO R CO NFIRMATIO N

• Pote ntial Future  Plans – Confirmation to  b e  found  on e -Ad ve ntist



Ben efit s of Den om in a t ion a l Sta tu s

• Inclusion und e r the  Group  
Exe mp tion 

• Listing  in the  SDA 
Yearb ook

• Rig ht to  use  the  
d e nominational owne d  
trad e marks

• O p tion to  p articip ate  in 
church e mp loye e  b e ne fits 
p lans

• Cove rag e  b y insurance  
p rovid e d  throug h Ad ve ntist 
Risk Manag e me nt

• Within aud it re sp onsib ility 
o f GCAS



Or ga n iza t ion a l Docu m en t  Requ ir em en ts  -
NAD WP C 47

• Purp o se - affiliation with the  Se ve nth-d ay Ad ve ntist Church clearly 
id e ntifie d  

• Co rp o ra te  Me m b e rs– must b e  me mb e rs of the  SDA Church and  at least 
a majority from e ntitie s liste d  in the   SDA Yearb ook 

• Bo ard  o f Dire cto rs– Ap p ointe d  b y the  corp orate  me mb e rship  and  a 
majority must b e  me mb e rs of the  SDA Church

• Disso lu tio n– Ne t asse ts must b e  transfe rre d  to  a d e nominational 
org anization up on d isso lution



Sepa r a te Exem pt ion  

Can a d e nominational org anization ap p ly d ire ctly to  the  IRS for a se p arate  
exe mp tion le tte r?  

• Ye s – But it must still mee t NAD WP C 47 req uirements and  O GC must b e  
no tified  so  that it can b e  sp ecifically exclud ed  from g roup  exemp tion list

• IRS Form 1023 “Ap p lication For Recog nition of Exemp t Status” must b e  filed  
with, p roce ssed  and  ap p roved  b y the  IRS

• IRS d o e s no t  a llo w  re co g n it io n  und e r b o th m e tho d s



Un r ela ted  Bu sin ess Ta xa ble In com e 
(UBTI)

For most org anizations, an activity is an unre late d  b usine ss if it 
me e ts thre e  re q uire me nts:

 It is a trad e  or b usine ss,
 It is reg ularly carried  on, and
 It is no t sub stantially re lated to  furthe ring  the  exemp t p urp ose  of the  org anization.

The re  are , howe ve r, a fe w mod ifications, exclusions, and  
exce p tions to  the  g e ne ral d e finition of unre late d  b usine ss income .

http s:/ /www.irs.g ov/charitie s-non-p rofits/unre late d -b usiness-income-d e fined

https://www.irs.gov/charities-non-profits/unrelated-business-income-defined


For  Exa m ple

• Income  from renting  out rental 
p rop e rty (ie . Church, school, e tc.) 
falls into  and  out o f the  UBIT b ucke t 

• Provid e  sp ecific information to  
O GC to  confirm when faced  with a 
similar situation



Ta x Ben efit s for  Min ister s

Tax “b e ne fits” of q ualifying  as a ministe r re g ard ing  the  se rvice s 
they p e rform in the  exe rcise  of ministry are :

• Elig ib le  for a housing  allowance  and  p arsonag e  exclusion
• Se lf-emp loyed  status for Social Security (if no t exemp t)
• Wag es exemp t from withhold ing  (Can d o  so  on a vo luntary b asis. O the rwise , 

q uarte rly e stimate s)
• May op t out o f Social Security if ce rtain cond itions are  me t (No t re co m m e nd e d )



Who Qu a lifies a s a  
Min ister ?

• Must b e  o rd aine d , lice nse d  or commissione d  b y the  
Church.

• Pe rform se rvice s in the  exe rcise  o f ministry:
1. Pe rform Church sace rd o tal functions (b ap tism, 

communion, we d d ing s, fune rals)
2. Cond uct re lig ious worship
3. Ad ministrative /manag e me nt functions fo r the  

Church (local o r fo r d e nomination)
4. Be  re cog nize d  as a re lig ious lead e r b y the  

Church
5. Teaching  and  ad ministrative  d utie s at 

the o log ical se minarie s (may also  includ e  o the r 
Church contro lle d  institutions.)



Cha r ita ble Con tr ibu t ion s

Will q ualify when:

• A g ift of cash or p rop e rty to  or for 
the  use  of a qualified  org anization 
made  uncond itionally without 
p e rsonal b ene fit to  the  donor.

Will no t q ualify for:
• Rent-free  use  of p rop e rty
• Voluntee r time  and  se rvice s
• Payment (at FMV) for g ood s or 

se rvice s
• Tuition and  so-called  “Temp le  Plans”
• Gifts to  or earmarked  for a sp ecific 

ind ivid ual, such as the  p astor or 
ind ivid ual stud ents

• Donations g iven d irect to  a fore ig n 
entity



Cha r ita ble Con tr ibu t ion  Receip ts 

• Re strictive  e nd orse me nt stamp  re comme nd e d  for che cks for non-
d e d uctib le  p ayme nts to  church or school and  se p arate ly re ce ip te d  from 
d onations

• Payme nts for which p artial re turn value  is re ce ive d  b y d onor – Quid  Pro  
Quo Donations

• Ite ms of toke n value  b earing  log o or name  of org anization may b e  d isre g ard e d . (g e ne rally ag g re g ate  cost 
le ss than $11.30 for 2021 for d onations of at least $56.50.) O the r g ifts (p re miums) for d onations, fair 
marke t value  can’t b e  more  than the  le sse r of 2% or $113.

• Re cip ie nt O rg anization is re sp onsib le  for informing  d onor of FMV of p re mium in exce ss of the  ab ove  
re ce ive d  b y the  d onor for d onations ove r $75.



Cha r ita ble Con tr ibu t ion s Con t . 

• No n-cash  co ntrib u tio ns
• Valuation is re sp onsib ility o f d onor

• FMV is g e ne rally d e d uctib le  within sp e cifie d  limitations 
• Sp e cial rule s for ve hicle s and  b oats

• Prop e rty worth $500 or more
• Taxp aye r (d onor) must file  Form 8283 with tax re turn

• Prop e rty worth $5,000 or more
• Acknowle d g me nt of re ce ip t p ortion of Form 8283 must b e  sig ne d  b y org anization re ce iving  

d onation
• Qualifie d  ap p raise r must atte st value  of p rop e rty

• If charity/church d isp ose s o f p rop e rty within thre e  years, it must file  Form 8282 within 125 d ays 
o f d isp osal o f p rop e rty.



Cha r ita ble Con tr ibu t ion s
Con t .

• Re stricte d  Gifts
• Must b e  used  for intend ed  p urp ose
• O b tain clear d ocumentation of the  te rms of the  g ift
• May e ffect d ed uctib ility

• Tax Cuts and  Job s Act – Increase d  p e rce ntag e  of income  
limitation for cash contrib utions raise d  to  60%.



Ta x r epor t in g  for  n on -em ployee 
com pen sa t ion

• Whe n should  1099s b e  use d ? Fo r o u tsid e / ind e p e nd e nt co ntracto rs
• Misclassification of e mp loye e s as ind e p e nd e nt contractors * IRS and  state s 

have  announce d  ne w e nforce me nt e fforts
• Can an ind ivid ual re ce ive  b oth a W-2 and  a 1099-NEC from the  same  

org anization?  Not re comme nd e d .
• For a lite rature  e vang e list working  on a cash b asis (no t an e mp loye e ),  

g e ne rally should  re ce ive  a 1099-MISC – (Sp e cial Rule s for Dire ct Se lle rs)
• Payme nts to  nonre sid e nt alie ns for work in the  US—tax re p orting  and  

withhold ing .
• 30% Withhold ing  rate  (unle ss Treaty rate  – Form 8233)  Re p ort on 1042 and  1042-S



The En d
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