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Ownership - Types of Ownership
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So let's look at different types of housing and we'll start with cooperatives. co-ops
are common in New York City, less so in other areas of the state. Many were
originally rental buildings where the tenants got together mostly with the
collaboration of the owner to take the building Co-op. In a Co-op, the buyer
purchases shares in a building with occupancy rights to a particular unit, their
apartment. The corporation receives all of the income from shareholder maintenance
fees and pays all of the common bills. For example for the staffing or for a new roof
or new Windows. The tenant typically pays all their utilities. The building
corporation is a non profit which helps limit taxes and it is governed by a volunteer
board who typically will contract with a management company for administration,
rent collection, maintenance and so on.

{0:59 }

It is important that the board be diligent. co-ops have been known to fall on hard
times if they borrow too much or they make rash decisions. It is up to the members
of the corporation, that is all of the tenants, to make sure that the board does it's job.
The board will usually form a committee to review prospective tenants, ensure they
have sufficient resources to pay the maintenance fees for the building, and that they
will be good neighbours. The possibilities for discrimination against people with
disabilities in this area are many and sometimes difficult to prove. Condominiums or
condos are much more common. In a condo, the purchase abides a specific unit in
the building. As with the Co-op, they pay a monthly maintenance fee for their share
of the common facilities, the Superintendent of the building, and so on. Directors are
elected from among the owners to enforce its rules, maintain the building, and
manage its finances.
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Most condo boards engage a property management company for the day-to-day
work. When the time comes to sell the property, condos tend to have better liquidity
than co-ops because there's less review of a potential buyer and the seller has more
control. People with IDD and their families might also purchase a single family
home for occupancy. Occupancy by one or more people. The residents may all be
people with IDD, or they may include people without a disability who are in a shared
living arrangement, or they may include a living caregiver. Typically a single family
home will have more space than an apartment. They have a yard, maybe in a quieter
neighborhood. And later we will discuss the merits of the various settings, whether it
be urban, suburban, and rural in a later presentation. There are more ownership
responsibilities, as we discussed in the first part of this series and how to buy. As a
home owner, you have taxes to pay, upkeep costs, and perhaps landlord
responsibilities.
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In exchange for a lot more control, you take on a lot more responsibility. Can you

buy a home with two apartments, live in one, and rent the other to your adult child
for them, or by themselves or with other people? Yes, you can, but the apartment
must be clearly separate, have its own entrance, bathroom, living room and comply
with OPWDDS housing subsidy rules if you are seeking a housing subsidy. If you
are seeking a housing subsidy through OPWDD or through Hud's Section 8, then not
only will you have to comply with their quality assurance standards, but also the
subsidy will be capped at Hud's Fair Market rent, which is based on the 40th
percentile of the county rents. As in any form of home ownership, you'll have to pay
taxes and ensure the upkeep of the home.
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So what kind of ownership structure might work for you? In all of the following
examples we assume that the person with IDD is receiving their services from direct
support professionals or from natural supports which are not related to the owner of
the property. They can do this through either self direction or simply with a housing
subsidy and funding through community habilitation. The simplest form of this is
where the person with a disability owns their own home. This gives them some
advantages as a first time home buyer. They may have had some help with the down
payment or lower mortgage rate. Owning their own home gives them gives them
control of who comes into it and enhances their ability to choose who provides them.
With their support, they can predict the costs and as a home owner they have a more
powerful voice in their community. That said, they need to make sure they can fund
the upkeep and maintenance costs and they are now the owner of an asset that is not
very liquid.
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This becomes even less liquid if they have purchased a home jointly with other
people with disabilities or if they are a landlord for people they live with. If they
need to move to a different place or somewhere with more support, they are subject
to the state of the real estate market at that time. What about if a family purchases the
property or owns the property already? Well, in addition to the control and choice of
provider that personal ownership brings, they also manage to preserve a family asset
rather than, say, donating that home to an agency. The downside is a little different.
Now they are a landlord with all of the the responsibilities that that implies
maintenance, upkeep, and if the tenant has to leave for any reason they are on the
hook with no rental income.

{5:50 }
If the family is providing support to the person through reduced rent, then that
person may lose up to 30% of their Supplemental Security Income SSI due to
implied implied in kind support and maintenance. If parents buy a home, they have
to make provisions for their successes. Who comes after them and will that person
want to be a landlord as well? If their family relies on Section 8 or the OPWDD
housing subsidy to pay the rent, it may be lower than the rents in their immediate
area and insufficient to cover the operations. Lastly, owners have liability for their



property. It can be reduced but not eliminated by insurance. So what if families
band together? In addition to the control that ownership provides, there are the

benefits of pooling assets with others, reducing the financial burden and the
economies that might arise from sharing of staff, including perhaps a living caregiver
or a paid neighbour. Lastly, the workload in making the housing happen and the
responsibilities of being a landlord can be shared with others.
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So what are the comms? The liquidity issues there again made perhaps even more
complicated by the multiple ownership, particularly if one person wants to leave the
home and others want to stay. Other issues get more complicated, including issues
of succession. Who will represent the family members when the parents are no
longer able to do so? What to do if a family experiences a financial problem and
needs to cash out, or if the house itself needs a major repair that hasn't been saved
for? The owners are still subject to liability issues, which again can be insured
against, but at an added costs. Probably the biggest drawback that we have seen is
when families start to disagree on major issues. These may be around the staffing, or
if one resident is having difficulties with another, or one family is spending more
than another, or just folks not getting along. People start out with great ideals and
then a year later they're not talking to each other.

{8:02}

We will be talking about ownership by a trust in a separate session. But broadly
speaking, a special needs trust, sometimes termed a supplemental needs trust, is
intended to supplement public benefits, particularly SSI. If a person depends on SSI,
then having the rent or mortgage paid by a trust may lead to a reduced payment. A
third party trust can be used. It preserves a family asset and can charge a rent that is
fair for the area where the property is located and the property can be passed on.
When the beneficiary dies, a first person trust, perhaps arising from the insurance
settlement, may be used, but when the beneficiary dies, the property will have a lien
from Medicaid to offset services provided during that person's lifetime. Another
benefit of the trust is the oversight of a trustee, a responsible person.

{8:57}

Although if the trustee is a bank, for example, and the bank officer does officer
doesn't understand developmental disabilities or have an understanding of the
beneficiary themselves, then the person may not be receiving the full benefit of the
family that established the trust intended for them. Sometimes banks like to collect
fees for not doing too much. Lastly, on the negative side, there is the problem how to
divide common property. If the trust is in the name of one owner but they share with
others, when that owner dies, the property must be sold to pay Medicaid or the
mortgage or because the trustee deems it necessary. This will place other tenants in
jeopardy and creates issues around disposition if there has been communal property.
Probably the optimal way to structure ownership at the moment is through a limited
liability company and LLC.
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The ownership benefits of control and continuity remain, but in addition, an LLC can
borrow money, issue debt, or issue equity. It provides the tenants with liquidity when

they want to leave. They can do so subject to their lease term and cost. They don't
have to try and sell their share of a property. There may be tax advantages to families
seeking to avoid capital gains, although each family should seek its tax advice from a
financial professional before making any assumptions. And then of course there is
the benefit of limited liability. On the downside, there is a need to file returns and to
comply with corporate law and to maintain a board which should be comprised of a
majority of people who are unrelated to the residents to help to keep decisions as
impartially as possible. This overview is a generalisation. There are many

different ways to structure ownership and new approaches are evolving. It's very
important to recognise that the most important element is the well-being of the
person or persons who will live in a home. It's not that hard to buy a piece of

property.

{10:59
The hard part comes in providing a home. For more information, refer to the
Housing Resource Guide and to the New York Housing Resource Centre website.

--- End of transcript ---



