This brochure provides an overview of California real
estate installment sales, including how to:

4 Withhold during and after escrow.
4 Claim withholding credit.
€ Elect out of withholding on subsequent
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For withholding purposes, an installment sale is

a sale of California real property where the seller
receives at least one payment after the tax year of
the sale.

We require the buyer to withhold on the principal
portion of each installment payment, unless a
withholding exemption applies.

At the Close of Escrow

For an installment sale, we require the remitter to:

€ Complete all applicable parts of Form 593.
++ Sign, date and complete the Remitter
portion on Side 3.

€ Withhold 3 1/3 percent or the alternative
withholding calculation on the principal portion
of the down payment.

4 Submit Form 593, a copy of the promissory note,
the amount withheld, and Form 593-V.

The buyer must continue to withhold on the principal
portion of all installment payments following the
close of escrow. The buyer must:

€ Send us the following by the 20th day of the
month, following the month escrow closes or
payment is received:
% Form 593
¢+ Withholding payment
¢+ Form 593-V

€ Provide a copy of Form 593 to the seller.

€ The buyer must write “Final Installment
Payment” on the bottom of Form 593 when
sending the final installment payment with
Form 593-V.

€ Inform us in writing within 60 days if the terms of
the installment sale, promissory note, or payment
schedule change.

After Escrow Closes Claim Withholding Credit

We require the seller to file the appropriate
California income tax return, report the installment
sale income, and claim the related withholding credit
in each tax year they receive installment payments.

How to Elect Out of

Withholding on Subsequent
Installment Payments

The seller may be eligible for a release from
withholding on installment payments following the
close of escrow. To elect out of withholding on
installment payments from the sale of California
real property, the seller must fulfill the following
requirements:

€ File a California income tax return and report
the entire gain on Schedule D-1 in the year of
the sale.

€ Contact us by phone, fax, or mail to request
we release the buyer from withholding on
subsequent installment payments. We will
respond to the request within 30 days.

€ Receive an approval from us.

The buyer must continue to withhold until the seller
receives our approval and notifies the buyer of the

'_‘ release.



