
MyStateTaxOffice 

www.pwc.com 

 

 

State transfer tax changes in 
Maryland, Pennsylvania, Virginia, 
and California 

August 16, 2013 

In brief 

Several states have recently addressed real property transfer taxes. Maryland extended its related party 

exemption to transactions involving limited liability companies. The other states, however, enacted laws 

that increased rates or expanded the scope of their taxes. Pennsylvania increased the scope of taxable 

‘real estate company’ transactions. Virginia increased the tax in certain localities. Finally, Monterey 

County, California, enacted legislation that allows a ‘change of ownership’ to qualify for a taxable real 

property transfer.  

Taxpayers transferring real property, or transferring ownership interests in entities holding real 

property, should be aware of these changes as well as the potential for transfer taxes and exemptions 

provided across the states. 

 

In detail – Maryland 
extends related party 
exemption to LLCs  

Maryland’s recordation tax and 
state and local transfer taxes 
generally provide an exemption 
for title transfers between 
related entities for no or 
nominal consideration, with 
certain conditions. Effective for 
all instruments of writing 
recorded on or after July 1, 
2013, S.B. 202 and H.B. 372 
extend this exemption to 
transfers with a related limited 
liability company or 
corporation.  

The takeaway 

Maryland has traditionally 
interpreted the related party 
exemption strictly, denying 
attempts to extend it to non-
corporate entities because the 
statute only addresses transfers 
between corporations. 
Accordingly, the state will likely 
interpret the expansion of the 
exemption to apply only to LLCs 
and not to other non-corporate 
entities.  

For example, a common 
transaction may involve the 
transfer of an entity holding 

Maryland real estate to an 
affiliated LLC. With this recent 
change, the state seems to 
confirm that such a transaction 
may have been subject to the 
controlling interest transfer tax 
under the former statutory 
language. Affected companies 
should consider the impact of 
this change on entity transfers 
among mixed affiliated entities 
and evaluate the need for 
additional review and 
discussion with the state’s 
taxing authorities. 

 

http://mgaleg.maryland.gov/webmga/frmMain.aspx?id=sb0202&stab=01&pid=billpage&tab=subject3&ys=2013RS
http://mgaleg.maryland.gov/webmga/frmMain.aspx?id=hb0372&stab=01&pid=billpage&tab=subject3&ys=2013RS
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In detail – Pennsylvania 
expands ‘real estate 
company’ transfers subject 
to tax  

Background 

The Pennsylvania Realty Transfer Tax 
is imposed on the value of real 
property transferred by deed, 
instrument, or other writing. In 
addition, certain transfers of a ‘real 
estate company’ interest are subject to 
the tax when 90% or more of the total 
ownership interest in a real estate 
company is transferred within a three-
year period.  

A 'real estate company' is generally 
defined as an entity primarily engaged 
in the business of holding, selling, or 
leasing real estate with 90% of its 
ownership interest held by 35 or fewer 
persons and that either (1) derives 
60% or more of its annual gross 
receipts from the ownership or 
disposition of real estate; or (2) holds 
real estate, the value of which 
comprises 90% or more of the value of 
its entire tangible asset holdings, 
exclusive of tangible assets which are 
freely transferable and actively traded 
on an established market. 

Real estate company definition 

expanded 

Effective January 1, 2014, H.B. 465 
provides that a ‘real estate company’ 
also includes a corporation or 
association that owns, as 90% or more 
of the fair market value of its assets, a 
direct or indirect interest in a real 
estate company.  

Deemed three-year period 

transfer amended 

Under current law, the transfer of 
90% or more of the total ownership 
interest in a real estate company is 
deemed to occur within a three-year 
period when: 

 the transferring party provides a 

legally binding commitment, 

enforceable at a future date, to 

execute the transfer; 

 the terms of the transfer are fixed 

and not subject to negotiation; and 

 the transferring party receives full 

consideration, in any form, in 

exchange for the transfer. 

Effective January 1, 2014, the second 
and third requirements are repealed. 
Such repeal effectively expands the 
scope of the deemed three-year 
transfer rule to include transfers with 
flexible and negotiable terms and to 
transactions where the transferring 
party receives less than full 
consideration.  

The takeaway 

These changes reflect the state 
addressing two types of transactions. 
First, transfers involving the owner of 
a real estate company may now be 
subject to tax even though the owner 
may not independently qualify as a 
‘real estate company.’  Second, by 
removing certain restrictions 
associated with its deemed three-year 
transfer rule, the state may be 
subjecting to tax transactions that 
previously escaped taxation by 
triggering one of the (now revoked) 
disqualification factors.  

In detail – Virginia 
increases tax in certain 
localities 

Under current law, Virginia generally 
imposes or allows the following 
recordation taxes on real estate 
transfers, per every $100 of 
consideration: (1) $0.25 state tax, (2) 
$0.10 state grantor tax, and (3) 
$0.833 county tax.  

Effective July 1, 2013, H.B. 2313, 
imposes an additional grantor tax 
equal to $0.15 per $100 of 

consideration on conveyances of real 
estate in the North Virginia Region, 
which includes Cities of Alexandria, 
Fairfax, Falls Church, Manassas, and 
Manassas Park, and the Counties of 
Arlington, Fairfax, Loudoun, and 
Prince William. 

The takeaway 

The additional tax is called the 
‘Regional Congestion Relief Fee’ and 
continues the increase in deed 
recordation fees that Virginia has seen 
over the last several years. This 
particular increase means sellers (who 
traditionally pay the Grantor tax) will 
pay more than double after July 1, 
2013. 

In detail – Monterey 
County, California 
imposes transfer tax on 
changes of ownership 

Historically, Monterey County 
generally imposed a $0.55 tax per 
each $500 of consideration regarding 
each deed recording ‘realty sold’ in the 
county.  

Adopted on December 4, 2012, 
ordinance code sec. 5.32.02 provides 
that ‘realty sold’ includes a ‘change of 
ownership’ as set forth in California 
Revenue and Taxation Code Section 
60, et seq., including but not limited 
to Subsections (c) and (d) of Section 
64. These sections generally provide 
that a change of ownership in real 
property owned by an entity occurs 
when control of more than 50% of the 
voting stock of the entity is 
transferred. 

The takeaway 

Monterey County is now included in 
the rapidly increasing list of California 
cities and counties that have enacted 
ordinances to impose a real property 
transfer tax (RPTT) on transfers 
involving real estate entities when the 
direct or indirect ownership changes 

http://www.legis.state.pa.us/cfdocs/billinfo/bill_history.cfm?syear=2013&sind=0&body=H&type=B&bn=465
http://lis.virginia.gov/cgi-bin/legp604.exe?ses=131&typ=bil&val=hb2313&submit=GO
http://www.tax.virginia.gov/site.cfm?alias=ChangesandUpdatesFAQ
http://library.municode.com/HTML/16111/level2/TIT5REFI_CH5.32DOTRTA.html
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by more than 50% under property tax 
principals. Santa Clara County was the 
first to amend its laws followed by the 
County/City of San Francisco, the City 
of Oakland, and now the County of 

Monterey has done the same. The 
trend is expected to continue among 
the counties unless a statewide law is 
enacted essentially applying the RPTT 
to all counties and cities. Please click 

here for our insight into AB 561, which 
proposes that a legal entity ‘change in 
control’ would trigger real estate 
transfer tax. 

 
 

 
 

Let’s talk   

If you have any questions regarding recent state transfer tax changes, or how real estate transfer taxes affect your business, 

please contact: 

State and Local Tax Services 

Sam Melehani 
Partner, Los Angeles 
+1 (213) 356-6900 
sam.melehani@us.pwc.com 

Sean Kanousis 
Principal, New York 
+1 (646) 471-4858 
sean.richman.kanousis@us.pwc.com 

Michael Vadner 
Director, Philadelphia 
+1 (267) 330-2399 
michael.vadner@us.pwc.com 
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Solicitation 

This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors. 
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