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Rent Security Deposits (FAQ)

1) Question: Is the landlord required to place a tenant’s security deposit into an
interest bearing account?

Answer: If the building contains six or more apartments, then the landlord of
the building must place the security deposit into an interest bearing New York
bank account. The landlord must pay the tenant interest (to the extent any
accrues) on the security deposit at prevailing interest rates. A landlord is
entitled to withhold one percent of the security deposit as an administrative fee.

2) Question: If the building contains less than six apartments, where must the
landlord place a tenant’s security deposit?

Answer: If the building contains less than six apartments, then the landlord is
not required to place the security deposit into an interest bearing account.
Nevertheless, regardless of the number of apartments in the building, a landlord
is prohibited from commingling a tenant’s security deposit with their own funds
and the landlord must place the security deposit into an account separate from
his/her own personal funds.

3) Question: If a unit owner of an individual apartment in a condominium or
co-op rents out his/her apartment, is the unit owner required to place the
tenant’s security deposit into an interest bearing account?

Answer: Although a unit owner can take the position that they are not the
landlord of a building containing six or more apartments (in that they only own
one apartment in a building which may contain six or more apartments), New
York law is not clear on this matter. Accordingly, as a preventive measure, unit
owners who collect security deposits from their tenants may want to open a
separate interest-bearing New York bank account and place their tenant’s
security deposit into said account.
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