the downside of a cooperative

The idea of the coop was to allow for all to benefit from the growing appreciation of their homes, and now they are all sharing in the pain. Sadly, it looks like the builder took their cut, and the LLC folded leaving the cooperative responsible. The bank has the right to get their money back, but boy is it going to look bad for them. Maybe they should send OJ over to get the money back?

Cooperatives are a bad idea

When you purchase a condo, the apartment is your property and you share ownership of the common areas of the building with all the other owners. When you buy into a cooperative, you own only a share in the entire structure and are thus vulnerable to this kind of legal action.
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The bank

has a right to expect payment. Coop's have a risk, this is one of them. The bank is going take the property back and turn it all into condo's. They will still lose money, and hopefully the seniors can stay.
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Condos?

The comment by the_vfox was correct, except I would be willing to bet, that instead of condos, the bank will try to unload the property first.... simply because if that is all the units that are occupied, there must not be that much interest in it and I would guess that price has something to do with it. You cannot blame the bank, and it is just another example of housing built at the wrong time.... My father used to say, that when an entity was having trouble like this venture, that it would have to be sold several times (hinting that each time it would be sold at a greatly reduced price) until someone could make enough money to make a go of it.... get ready... because I think this IS going to happen quite often now. I do wish all the occupants good luck though... and sympathize with them.... Banks etc. could do themselves a favor and explain their side of the story as well... by clamming up, they just make themselves look bad.... Then again, there is that old saying.... "it is better to say nothing and let people think you are a fool, rather than saying something, and proving it...." Could be why the bankers are NOT commenting... and I know a few politicians who would be better off taking this advice as well.....
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re co-op problem

The vacancies in certain co-ops are caused from two main items. (1) OVERBUILDING of co-ops and (2) the POOR HOUSING MARKET, which now prevents seniors who have to sell their homes in order to move into a co-op, from doing so. And, not necessarily in that order . . .
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Did any of the buyers have a lawyer?

This sad story points out the importance of having a real estate lawyer review the papers BEFORE you sign any purchase agreements on major real estate purchases. This is not the only real estate development this has failed or will fail in the future. Know what you are getting into BEFORE you sign any purchase agreement. It's not only what you pay at the time of signing, but what you agree to pay in the future. Buyer beware is still the law until the Legislature says otherwise. Government regulation is not always bad.
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curiousmark....

The Gramercy project was set up for 128 cooperative units to be sold for $340,000 each. At $25M mentioned in the article, the LLC had a cost of about $195k per unit into the project. Not a bad return if they sold out. However, with only 28% occupancy (and most of them are locals who relocated), I would say this investment was a bust. As you hinted at, these are not seniors strictly living hand to mouth on their social security checks. While I certainly feel bad for their predicament, it is a risk they took with that style of property ownership. And it certainly is not the bank's fault any more than it is the resident's. I have a feeling that this is a situation where, after the court has listened to the case, in the end things will work out where some pain will be felt by the bank AND the current occupants, but the LLC will be out of the picture and both sides will be at least somewhat satified and can move on with life.
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Ironic

How ironic that the City of Bloomington recently approved United Property's request to build a 110 unit Sr. Co-op complex (same co-op model as Gramercy) on a portion of the SouthTown Baptist Church site citing a serious shortage of Sr. housing and a nearly 90% pre-sale commitment as indicators that this project MUST be approved. Mayor Gene Winstead and City council agreed and unanimously voted to approve this project over the overwhelming opposition of the current neighborhood residents even when presented data on overbuilding of Sr. housing (note 28% occupancy in the Gramercy building) I'm sure with United's financial position no Sr's who ponied up $500 for a reservation should back out of this good deal since they will probably pick up the slack! Maybe these Gramercy folks could move over there when it's built!
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This is really simple

The 36 residents invested in a business that did poorly -- one that bet that it could fill the units before the bills came due. They lost that bet, and they are on the hook for the money. The bank is suing the entity that they loaned money to: the co-op of 36 residents. That's only fair.
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Coop mania

Just a comment on senior co-ops. The Applewood Point coop in Bloomington is affordable housing for seniors. The purchasers of these original co-ops bought a 'share' in the company, because they didn't have the $$ necessary to buy a condo. It would seem like the Edina co-op proposition went dreadfully wrong because the price of the shares was so high that it no longer fit the customer's needs needs for cheap, nice senior housing. Applewood Point has a 5 year waiting list because it is affordable. Anyone in their right mind in Edina looking at a co-op would smartly opt for sole ownership of a comparable priced condo of their own.

posted by morethanthis on Oct. 7, 08 at 1:58 PM |  
Top of Form

Bottom of Form

Top of Form

Do you like this comment?      
co-op mania answer

I mentioned that the Bloomington coop was affordable housing for seniors. You asked me to elaborate. My parents live in a Duluth Grammercy co-op. It was one of the very first Grammercy co-op complexes built. My parents sold their house of 30 years for about $50K. They could never have enough income to buy a $200K condo, so instead, they bought a 'share' in a co-op, with a mortgage for about another $50K. So, they've upgraded from a really old clunky house, to a nice new building with indoor parking. Buying a condo is far out of their league. Applewood Point, and some of the other Mpls area co-ops are in this same price range for 'shares'. They are affordable to the average senior. The Edina Grammercy is a lot fancier in some aspects, and has a pool, but for the mostpart, it's still just a big building of 'apartments'. You must trust your developer implicitly because you don't wind up with a cup of dirt when you've finished paying your mortgage. That might be a shaky proposition in general, based on the economy and with the prevelence of all the 'scammers' out there.
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