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Why Choose Exchange Resources, Inc. as Your Qualified Intermediary?

· In-House Legal Counsel

· Fidelity Bond

· Errors and Omissions Policy

· Certified Exchange Specialists on Staff

· Experienced Exchange Administrators

· Segregated Exchange Accounts

· DRE Accredited Classes

Contact Us:

Toll Free: (877) 799-1031
www.exchangeresources.net
§1031 Exchange News

California witholding laws & §1031 EXCHANGEs

Dispositions of California real estate that occur on or after January 1, 2003 will be subject to Withholding. Assembly Bill 2065 requires all real estate transferees (buyers) to withhold 3 1/3% of the sales price of California real property conveyed.  As of January 1, 2007, the taxpayer can elect an estimate of tax due in place of the 3 1/3%.  However if the estimate given is too low, the taxpayer will be assessed both penalties and interest of the difference.  Either amount withheld will be held in trust for the State of California (FTB) according to the law. 

Under this law, the required monies are to be withheld unless the seller certifies under penalty of perjury one of the following:

1) The property sales price is less than $100,000; or

2) The property is transferred by an individual and will be replaced in a like-kind exchange based on a written certification by the transferor under IRS Section 1031; or

3) The property is being condemned, and the seller intends to acquire replacement property eligible for deferral under IRS Section 1033; or

4) The transferor is an individual who certifies that the transaction will result in a loss for California income tax purposes; or

5) The transferor is a corporation, a partnership, a limited liability company; or

6) The property sold is the taxpayer’s primary residence.

Exchange Companies are required by the Franchise Tax Board to do the withholding if an exchange fails.  If there is left over cash (boot) which is not going into the acquisition of the replacement property, then withholding of that amount must be remitted.

Exchange Resources, Inc. cannot and does not provide advice regarding specific tax consequences.  Investors considering a §1031 tax-deferred exchange should seek the counsel of their accountant and attorney.
