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Maryland Expands Recordation and Transfer
Tax Exemption to Include LLC Transactions

By Roberto P. Garcia and Kelley D. Bledsoe

Effective July 1, 2013, Maryland’s recordation and transfer tax exemption for
transfers of real property between related entities will be available to limited
liability companies. The exemption, previously applicable only to transactions
between related corporations, will apply to transactions between related
“business entities,” a new term covering corporations and limited liability
companies.

Under the revised statute, a transfer of real property between two business entities will be exempt from
recordation and transfer taxes if:

1. the property is transferred between a parent business entity and its wholly owned subsidiary
business entity, or between wholly owned subsidiary business entities having the same parent
business entity; and

2. the parent business entity is the original owner of the subsidiary business entity or entities or
became the owner through a gift from its or their original owner; and

3. the transfer is for no consideration, nominal consideration, or consideration that comprises only
the issuance, cancellation or surrender of the ownership interests of a subsidiary business entity.

Additionally, a transfer of real property only from a subsidiary business entity to its parent business entity
that does not satisfy the aforementioned requirements (i.e. because the subsidiary is not wholly owned)
will still be exempt from recordation and transfer taxes if:

1. the parent business entity previously owned the transferred property; or

2. the parent business entity currently holds, and has held for at least 18 months, an ownership
interest in the subsidiary business entity; or

3. the parent business entity acquires the subsidiary business entity at a time when the subsidiary
business entity has existed and owned the property for two years or more; and
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4. the transfer is for no consideration, nominal consideration, or consideration that comprises only
the issuance, cancellation or surrender of the ownership interests of a subsidiary business entity.

These exemptions also should apply to transfers of a controlling interest in entities that own real property.
The revised exemptions are applicable to all instruments of writing recorded on or after July 1, 2013,
regardless of when the corresponding transaction closed.

Roberto P. Garcia is an associate in Pillsbury’s Washington, DC, office. He can be reached at
202.663.8179 or at roberto.garcia@pillsburylaw.com. Kelley D. Bledsoe is a summer associate in
Pillsbury’s Washington, DC, office.

About Pillsbury

Pillsbury is a full-service law firm with a keen industry focus on the energy and natural resources, financial
services, real estate and construction, and technology sectors. Based in the world’s major financial,
technology and energy centers, Pillsbury counsels clients on global regulatory, litigation, and corporate
matters. We work in multidisciplinary teams that allow us to anticipate trends and bring a 360-degree
perspective to complex business and legal issues—helping clients to take greater advantage of new
opportunities and better mitigate risk. This collaborative work style helps produce the results our clients
seek.

Pillsbury provides legal services to real estate professionals around the globe.
To learn more, visit us at www.pillsburylaw.com/realestate
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ATTORNEY ADVERTISING. This may be considered advertising under the rules of some states. The hiring of a lawyer is an
important decision that should not be based solely upon advertisements. Furthermore, prior results, like those described in this
newsletter, cannot and do not guarantee or predict a similar outcome with respect to any future matter, including yours, that we
or any lawyer may be retained to handle. Not all photos used portray actual firm clients. The information presented is only of a
general nature, is intended simply as background material, is current only as of its indicated date and omits many details and
special rules and accordingly cannot be regarded as legal or tax advice. The information presented is not intended to constitute
a complete analysis of all tax considerations. Internal Revenue Service regulations generally provide that, for the purpose of
avoiding United States federal tax penalties, a taxpayer may rely only on formal written opinions meeting specific regulatory
requirements. The information presented does not meet those requirements. Accordingly, the information presented was not
intended or written to be used, and a taxpayer cannot use it, for the purpose of avoiding United States federal or other tax
penalties or for the purpose of promoting, marketing or recommending to another party any tax-related matters.
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