principal resiaence at a price or $.lou,uUuv, Kacn transaction
is to close escrow on the same day. :

Section 1 of Chapter 186 of the Statutes of 1987 (aAB 60,
Elder), effective July 23, 1987, added section 69.5 to the
Revenue and Taxation Code. Section 69.5 provides generally
that any person over the age of 55 years who resides in
property which is eligible for the homeowner's exemption may
transfer the base year value of his or her principal residence
to a replacemnt dwelling of equal or lesser value located
within the same county which is purchased or newly constructed
as a principal residence within two years from the date of the
sale of the original property

The phrase "equal or lesser value" is defined in section
69.5(g)(5) as follows:

"'Equal or lesser value' means that the amount of
the full cash value of a replacement dwelllng does not
exceed one of the following: ‘ _ .

"(A) One hundred percent of the amount of the full
cash value of the original property if the replacement
dwelling is purchased or newly constructed prior to
the date of the date of the sale of the orlglnal

property.
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"(B) One hundred and five percent of the amount of
the full cash value of the original property if the
replacement éwelling is purchased or newly constructed
within the first year following the date of the sale
of the original property.

"(C) One hundred and ten percent of the amount of
the full cash value of the original property if the
replacement dwelling is purchased or newly constructed
within the second year following the date of the sale
of the original property."

Since the replacement dwelling is not being purchased prior to
the date of the sale of the original property in this case, it
"seems clear that subdivision (A) is not applicable. The
problem here, however, is that the 105 percent provision of
subdivision (B) requires that the replacement property be A
purchased "within the first year following the date of the sale
of the original property." This language seems to indicate
‘that the.replacement property must be purchased at least one
day &fter the sale of the original property to qualify under
subdivision (B). This interpretation, however, would result in
ambiguity as to the applicability of section 69.5 in cases
where the sale of the original property and the purchase of the
replacement property occur on the same day. Since the |
replacement property is not to be purchased prior to the date
of the sale of the original property, it is likely that the
ambiguity would be resolved by a court in favor of the
application of the more liberal 105 percent provision in cases
such as this. 1In order to avoid the problem, however, it would
be advisable to delay the closing of escrow and deed
recordation on the replacement property until a few days after
the sale of the original property has closed if that is
possible.

If you have any further questions regarding this matter, please
let us know.

Very truly yours,
((/' ,éc.-:» /77 g’ e '\;s.(ct.\',(,é'.i___,

Eric F. Eisenlauer
Tax Counsel
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