
MAJOR OVERHAUL OF NEW YORK ESTATE TAX  
 
Governor Andrew Cuomo has signed into law sweeping changes to the New York estate tax law, 
effective as of April 1, 2014.  
 
The threshold for taxable estates required to file New York estate tax returns has now increased to 
$2,062,500 from $1 million. This exemption amount will increase again every year until January 1, 
2019, when it will equal the threshold for estates required to file Federal estate tax returns.  
 
The gradual changes being phased in to the New York estate tax are as follows:  
Date of Death   Exemption Amount  Loss of Exemption Amount  
4/1/14-3/31/15   $2,062,500   $2,165,625  
4/1/15-3/31/16   $3,125,000   $3,281,250  
4/1/16-3/31/17   $4,187,500   $4,396,875  
4/1/17-12/31/18  $5,250,000   $5,512,500  
1/1/19 -   Federal amount  Federal amount plus 5%  
 
While the new law will gradually eliminate the requirement to file New York estate tax returns for 
most estates, the change in the law is not all good news for larger estates. If the taxable estate 
exceeds the exemption amount by five percent, no exemption will be allowed and the New York 
estate tax must be computed on the full value of the taxable estate. The effect of this phase-out is to 
tax amounts in excess of the exemption amount at exorbitant marginal tax rates, sometimes in excess 
of 100 percent!  
 
For example, an estate of $2,062,500 is not subject to New York estate tax because it is fully covered 
by the exemption amount, but a taxable estate of $2,165,625, which is 105 percent of the $2,062,500 
exemption amount, does not receive the benefit of any exemption and is subject to New York estate 
tax of $112,050. The second taxable estate is only $103,125 more than the first one, so the marginal 
tax rate on the excess over the exemption amount is 108.65 percent (112,050 ÷ 103,125 = 108.65 
percent)!  
 
Another feature of the new law is to require taxable gifts made by a decedent within three years of 
death to be included in the taxable estate.  
 
The new law allows a New York Qualified Terminable Interest Property (QTIP) election, similar to 
that available under the Federal estate tax laws, but unlike the Federal law it does not enable a 
surviving spouse to take advantage of a deceased spouse’s unused exemption amount, commonly 
referred to as “portability.”  
 
There are additional changes in the new law, and existing estate plans will need to be reviewed to 
determine whether changes are appropriate in light of the New York estate tax overhaul. If you 
believe that the new law may affect you, please contact us to review your estate plan. 


