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By LiBin Zhang

O n April 12, 2019, New York Gover-
nor Andrew Cuomo signed New 
York’s 2019-2020 budget into law. 

One section of the new law will increase 
the transfer tax rates that apply to real 
estate transactions in New York City. The 
combined New York State and New York 
City transfer tax rates may approach 6% 
of the sales price for some residential 
transactions.

The new transfer tax rates are effective 
for property transfers on or after July 1, 
2019. There is a limited grandfathering rule 
that exempts transfers made pursuant to 
a binding written contract entered into 
before or on April 1, 2019, provided that 
the contract’s execution date is confirmed 
by a recording of the contract, payment of 
a deposit, or other independent evidence.

Introduction

New York State (NYS) and New York 
City (NYC) both impose transfer tax-
es on real estate transactions. Before 
the new law, there were three differ-
ent transfer taxes on transactions of 

“residential real property,” which gen-
erally includes a one-, two-, or three-
family house, an individual condomin-
ium unit, or a cooperative apartment 
unit. Multifamily properties with four 
or more units are considered non-resi-
dential real properties and are subject 
to different tax rates discussed below.

The three transfer taxes for residential 
real property under prior law were:

(1) The NYS transfer tax of 0.4% of the 
total consideration for NYS property,

(2) The NYS additional transfer tax 
(sometimes called the “mansion tax”) of 
1.0%, if the consideration is $1 million or 
more for NYS property, and
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(3) The NYC transfer tax of 1.0% for 
consideration of $500,000 or less, or 
1.425% if the consideration is more than 
$500,000, for NYC property.

As a result, for NYC residential real 
properties, the tax rates under prior law 
for different levels of consideration were 
as indicated in Chart 1.

The consideration is generally the 
gross sales price of the residential real 
property, though sometimes reduced by 
any continuing mortgages on the prop-
erty. The NYS and NYC transfer taxes are 
legally imposed on the seller, while the 
NYS mansion tax is legally imposed on the 
buyer; there is sometimes joint and sev-
eral liability on the other party if the tax 
is not paid. The tax incidence is factored 
into the price as a practical matter, and 
some residential condominium transac-
tions require the buyer to pay all taxes.

Example 1: Miranda has a growing 
family and decides to move to Brooklyn, 
so she purchases a brownstone for $5 
million. The total NYS and NYC trans-
fer taxes are $141,250 (2.825%), of which 
$91,250 (1.825%) is paid by the seller and 
$50,000 (1.0%) is paid by Miranda.

New York State’s new law made two 
changes that effectively apply only to 
properties in New York City. First, the 
NYS transfer tax is increased from 0.4% to 
0.65% for any transfer of NYC residential 

real property with $3 million or more of 
consideration, or any transfer of other 
NYC real property with $2 million or 
more of consideration.

Second, a new NYS supplemental 
transfer tax is imposed on any transfer 
of NYC residential real property with 

consideration of $2 million or more, at 
increasingly higher rates. The NYS sup-
plemental transfer tax is imposed on the 
buyer, like the NYS mansion tax. As a 
result, for NYC residential real proper-
ties, the tax rates for different levels of 
consideration under the new law are as 
indicated in Chart 2.

Example 1A: Miranda signs a contract 
on April 15 to purchase a Brooklyn brown-
stone for $5 million and closes on July 15, 
2019. under the new law, the total NYS and 
NYC transfer taxes are $216,250 (4.325%), 
of which $103,750 (2.075%) is paid by the 
seller and $112,500 (2.25%) is paid by 
Miranda.

The new transfer taxes have severe cliff 
effects. Parties to a transaction where 
the sales price is slightly above a tax 
threshold may find it mutually beneficial 
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Consideration nyC  
Transfer 
Tax (paid 
by seller)

nyS  
Transfer 
Tax (paid 
by seller)

nyS  
Mansion 
Tax (paid 
by buyer)

nyS Sup-
plemental 
Tax (paid 
by buyer)

Total 
Transfer 
Taxes

Up to 
$500,000

1.0% 0.40% 0% 0% 1.40%

$500,000.01  
to $999,999.99

1.425% 0.40% 0% 0% 1.825%

$1,000,000 to 
$1,999,999.99

1.425% 0.40% 1.0% 0% 2.825%

$2,000,000 to 
$2,999,999.99

1.425% 0.40% 1.0% 0.25% 3.025%

$3,000,000 to 
$4,999,999.99

1.425% 0.65% 1.0% 0.50% 3.575%

$5,000,000 to 
$9,999,999.99

1.425% 0.65% 1.0% 1.25% 4.325%

$10,000,000 to 
$14,999,999.99

1.425% 0.65% 1.0% 2.25% 5.325%

$15,000,000 to 
$19,999,999.99

1.425% 0.65% 1.0% 2.50% 5.575%

$20,000,000 to 
$24,999,999.99

1.425% 0.65% 1.0% 2.75% 5.825%

$25,000,000  
or more

1.425% 0.65% 1.0% 2.90% 5.975%

Consideration nyC  
Transfer 
Tax (paid 
by seller)

nyS  
Transfer 
Tax (paid 
by seller)

nyS  
Mansion 
Tax (paid 
by buyer)

Total 
Transfer 
Taxes

Up to 
$500,000

1.0% 0.40% 0% 1.40%

$500,000.01  
to $999,999.99

1.425% 0.40% 0% 1.825%

$1,000,000  
or more

1.425% 0.40% 1.0% 2.825%



to lower the price and pay significantly 
less taxes. If Miranda’s Brooklyn brown-
stone were purchased for a dollar less 
at $4,999,999 of consideration, the total 
NYS and NYC transfer taxes would be 
$178,750, or $37,500 in tax savings.

Other Transactions

The new transfer taxes are imposed on 
the consideration in any “conveyance” 
of NYC real property. Conveyances are 
not limited to real property sales and 
may include other types of transfers of 
any interest in real property, including 
certain leasehold transactions.

Example 2: Carrie lives in a rent-con-
trolled single condominium apartment 
on the upper east Side. After she mar-
ries Mr. Big and moves in with him, she 
negotiates with her landlord for a $2.5 
million buyout. The landlord pays $2.5 
million to acquire and terminate her 
leasehold interest, which is a convey-
ance subject to $76,875 (3.075%) of total 
NYS and NYC transfer taxes.

Taxable conveyances may include 
certain non-cash transactions, such as 
like-kind exchanges or the transfer of real 
property from one spouse to another 
spouse pursuant to a divorce or sepa-
ration agreement.

Example 3: As part of Charlotte’s 
divorce from Trey, he transfers his 50% 
interest in their jointly owned Park Ave-
nue apartment to her. If the apartment is 
worth $12 million, it is presumed that the 
consideration for the transfer is $6 mil-
lion, which results in $259,500 (4.325%) 
of NYS and NYC transfer taxes.

Other types of taxable conveyances 
include the creation of a lease with a pur-
chase option or a term of more than 49 
years, gifts of debt-encumbered property, 
and some transactions involving options 
to acquire real property. Certain trans-
fers of interests in entities that own real 

property may also be subject to NYS and 
NYC transfer taxes, such as a merger or 
acquisition of a corporation that owns a 
corporate apartment or other real estate.

Other Properties

For NYC non-residential real prop-
erties, the NYS mansion tax and NYS 
supplemental tax do not apply, the NYC 
transfer tax is at a higher rate, and the 

NYS tax rate of 0.65% starts at $2 million 
of consideration under the new law, as 
indicated in Chart 3:

Example 4: Samantha’s public relations 
business has an office lease in a Green-
wich Village commercial building, with 
12 years left. She moves to Los Angeles 
and assigns her below-market lease to 
Anthony for his wedding planning busi-
ness, in exchange for a $2.1 million install-
ment note payable over 12 years. The 
lease assignment is subject to $68,775 
(3.275%) of NYS and NYC transfer taxes. 
Alternatively, Samantha may sublease the 
space to Anthony, in which case the rent 
is subject to the 3.9% NYC commercial 
rent tax and its exemptions.

As noted above, the new supplemental 
transfer tax applies only to transactions 
involving a one-, two-, or three-family 
house, an individual condominium unit, 

or a cooperative apartment 
unit. Multifamily properties 
with four or more residential 
units are considered non-
residential real properties 
and are not subject to the 
NYS mansion tax or the 
supplemental transfer tax. 
In addition, case law and 

other authorities sometimes treat the 
purchase of two or more condominium 
units (or coop units) as a non-residential 
property transaction.

Conclusion

The new law did not enact a previ-
ously proposed “pied-à-terre” tax, which 
would have imposed a property tax of 
up to 4% annually on NYC residential 
real properties that were not occupied 
as a primary residence by an owner or a 
parent or child of an owner. Therefore, 
despite the pied-à-terre tax’s name and 
intended target of unoccupied housing, 
it would have applied to many residen-
tial properties held for rental or occu-
pied by a grandchild or more distant 
family member, as well as generally 
residential real properties owned by 
an LLC or other entity.

The New York State legislature was 
promptly educated on the pied-à-terre 
tax’s shortcomings and decided instead 
to dramatically increase transfer taxes 
on NYC residential property transac-
tions and to modestly increase transfer 
taxes on NYC non-residential property 
transactions. The changes may adverse-
ly affect real property sales and other 
real estate transactions in New York City 
that close on or after July 1, 2019, or at 
least encourage some transactions to 
close before the end of June.
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Consideration nyC Tax nyS Tax Total Tax

Up to 
$500,000

1.425% 0.40% 1.825%

$500,000.01 to 
$1,999,999.99

2.625% 0.40% 3.025%

$2,000,000  
or more

2.625% 0.65% 3.275%

The new transfer tax rates are 
effective for property transfers 
on or after July 1, 2019.


