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Sergio tax memo
Facts
On March 25th, Sergio entered into a contract to sell real estate for $1 million.
The sale was subject to rezoning from R-7 to VN-2, and the adjusted basis of the property was $200,000. 
The buyer placed a refundable $50,000 in escrow if the rezoning is not achieved by September 30th. 
Sergio worked on the rezoning until his death on September 6th. 
The rezoning was approved on September 17th. 
The remainder of the price ($950,000) was paid to the estate on September 19th. 
Issue
Did the sale of the real estate occur before or after the death of Sergio?
Relevant authority
§§ 691 and 1040
George W. Keck, 49 T.C 313 (1968), Rev’d 69-2 USTC- 9626, 24 AFTR 2d 69-5554, 415 f.2d 531 (CA-6, 1969).
Trust Company of Georgia v. Ross, 68-1 USTC 9133, 21 AFTR 2d 311, 392 F.2d 694 (CA-5. 1967).
Conclusion
1. The purchaser paid the remaining amount as the rezoning was approved before the expiry of the set date.
2. The money paid in escrow was not refunded as the expiry was not met, and the rezoning was approved on September 17th, an early date before the expiry date. 
3. In the United States, approval of rezoning real estate takes 180 days after the day of application. However, the rezoning approval was done on September 17th, and thus the sale was made before the death of Sergio. 
4. Due to the price of the real estate, a tax of up to $20,000 would be paid. In addition, a 15% tax is paid for any profit made from the sale. 
5. The estimated value of the building is $200,000. Sergio is therefore entitled to a tax of 15% on the profit made. 
6. The payment of the building is made to the decedents, and thus, the income is entitled to tax deduction according to IRC 691c.  This is upon reporting of the deceased on form 1040.  
Analysis
Sergio's death did not stop rezoning the real estate, which he had initiated earlier. This was after the sale of the property. The process continued, and after the rezoning approval on September 17th, the buyer had to pay the reaming amount of the money to Sergio despite his death. As such, his decedents received the payment on behave of Sergio. Under the IRC 691c, decedents of the deceased are allowed tax deduction on property sale. However, the income earned is subjected to 15% tax on the profit earned from the property sale. And thus, the amount earned will be taxed, but tax deductions are allowed as stipulated in IRC 691c.  
The United States constitution allows 180 days after the application of rezoning of real estate. For Sergio's case, the rezoning was approved on September 17th, eleven days after his death. What is meant by this is that the rezoning was applied 180 days ago before his death. Also, rezoning is applied after the sale of the property, and that means the building was sold before the death of Sergio. The buyer paid the remaining amount of money to Sergio even after his death as the money is paid to his decedents. This is because the money paid on escrow is not refundable, as the rezoning is done before the expiry date.
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