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TheVacantand AbandonedProperty Action Council

VAPA@vasfoundedin 2005with a missionof collaborativelybringingtogether stakeholdergo address
vacantand abandonedproperty issuescreatedby the mortgageforedosurecrisis. Overtime, in
recognitionof the dynamicandcomplexnature of theseissuest ! t | migQianhasevolvedto
encompass$ousingand housingfinancepracticesthat couldleadto vacancyabandonmentand
housinginsecurityfor ownersandrenters, aswell asthe negativeoutcomesthat canimpact
communitiesandtheir housingmarkets. Fromits inceptionVAPAQasrecognizedhat theseissues
havehad,andcontinueto have,a disproportionateimpacton peopleof colorcommunities. Racial
justice equalityand racialequity havealwaysbeenimplicit in the work of VAPAGnd they continueto
be coreprinciplesthat guide+ ! t ! wo®.a



ExecutiveSummary

TheVacantand AbandonedPropertyAction Council(VAPACH coalitionof civicandgovernmrental
agencieshasbeenrespondingo the foreclosurecrisisandits aftermath since2005.1n 2017, VAPAC
formed an InvestorWorkingGroupin responseo analarmingincreaseof reportsof property investors
engagedn non-compliancewith lawsandother irresponsibleactivity. Suchactivity not only harms
communitiesbut alsodiminishesthe reputation of the manyinvestorswho are complyingwith lawsand
actingresponsibly. TheWorkingGroupwastaskedwith examiningnvestorbehaviorcounty-wideto
spottrendsand makepolicyrecommendationsntendedto preserveneighborhoodstability by ensuring
responsibleproperty ownershipandfosteringhomeownershipand generationalwealth building

A studyof localinvestorbehaviorfrom 2004 until 2020,by TimothyF.Kobie,PhD,co-chairof+ ! t | / Qa
InvestorWorkingGroup,servesasthe basisfor the policyrecommendationseflectedin this paper?
Thedocumenteddramaticrisein investors of 1-3 family homesshouldserveasa wakeup callfor policy
makersand codeenforcementpractitioners,asthe findingsin this papersuggesthe needfor
immediatechangedo stabilizeneighborhoodsandto preservethe homeownershippportunitiesthat
providethe foundationfor wealth buildingandfinancialstability.
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1 Purchasersf 1-3 family homeswere identified and designatednto one of sevencategories: 1) banks,2) Federal
governmentor Federalgovernmentsponsorecentities, 3) propertiesforfeited to the state of Ohio,4) landbanks
or localgovernment,5) trusts or trustees,6) individuals,and 7) businessorms of ownership,e.g.corporations,
partnerships]imited partnershipsandlimited liability companieqLLCs)Whilethere is anecdotalevidenceto
suggesthat someindividualsown multiple propertiesin their individualnameand operateasinvestors for the
purposesof this paperthe term & A Y @ Seletis® Mg businesgorms of ownershipidentified in the research
classifiedassomeform of corporateentity recognizedy OhioStatelaw.



Keyfindings

1. Forthe countyasawhole, the percentof propertiesacquiredby investors nearlytripled from 2004
at 7.17percentto 21.1percentin 2020 Thelargestincreaseby percentagepoints occurredon the east
sideof ClevelandFrom2004to 2020,investoracquisitionsin the eastsideincreasedoy almost30
points. Thisis nearlyathreefoldincreasen lessthan twenty years.In fact, in 2020investor acquisitions
in the eastsideexceededhe total by individualbuyers,45.76percentto 44.79percent.

2. Thelargestcategoryof buyerson the eastside of Clevelandsinvestors whichincreasingly

comprisesa hostof corporateentities both in- and out-of-state which predominantlyelectthe limited
liability company(LLCjorm to conductbusinessTheresult of this rise in investor-ownershipis a
housingsubmarketthat islargelyrental, no longercontrolled by local actors,and with limited
opportunities for new home ownersandthe associateenefitsof stability, health,andwealth
building.

3. Theeastside of Clevelandhad more investor acquisitionsthan any other type of acquisition, at 46
percentof all transactionsin the submarket.Bycomparisonthe westsideof Clevelandandeastinner
suburbshadapproximatelya quarter of all transactionsasinvestoracquisitions Residentialproperty
investorsare makingup alargerandlargerportion of the housingmarket Municipalities,courts,county
government.andother regulatorybodiesneedto adjusttheir approachto housingrelatedissuego
accountfor this changein the landscape.

4., Aperfectstorm of housingmarketconditionshascontributedto the increasednvestor activity.
Followingthe foreclosurecrisis,home salepricesdropped dramatically¢ but rents did not drop.
Investorsfrom other partsof the country,indeedfrom aroundthe world, canpaycashfor a $20,000-
$30,000homeandcollectrentsthe sameaswhenthe homewasvaluedat $80,000beforethe
foreclosurecrisis. Asoneinvestorreportedlysaidd ¢ Kt@etsin Clevelandare pavedin platinum,
becauseahe housesare socheapandthe rentshaveneverR S Of R Yy SR ¢ @

5. Asnoted above,investorsare buyinghomesat discountedprices,often with full purchaseprice paid
in cashandwith zerocontingenciesDatasuggestdhat thesefactorslargelyindicatethe purchased
homesarein worseconditionandrequire at leastsomerehabwork beyondthe scopeof minor exterior
or interior repairs.Thelargestgapbetween businessand individual purchasepriceswasseenon the
eastsideof Cleveland.

6. Ananalysisf permit datafor Clevelandsuggestshat manyunscrupulousastsideinvestorsare
frequently makinga calculated,but risky, assumptionthat they canpurchasea property, makeillegal
repairswithout permits, and/or movetenantsin without makingany repairsor without complyingwith

2 LaurieS.Goodmané& ChristophemMayer(2018),Homeownershignd the AmericanDream Journalof Economic
Perspectives/ol 32-1, Winter pgs31-58
https://www.urban.org/sites/default/files/publication/96221/homeownership_and_the american_dream_0.pdf
3 Presentatiorby licensedappraiserEmilyBramanat the April 14, 2021 meetingof the CuyahogaCountyCouncil
ReinvestmenSubcommittee.
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localbuildingand housingordinancesor Statelaw.* By contrast,westsideinvestorsare pullingpermits
more frequently,but still at alower rate than to be expectedbasedon property conditions.Additionally,
severelydistressedpropertiesare only seeingbuilding permit activity on 20 percentof sales
indicatingthat those propertiesare continuingto remainin poor condition. Thefact that morerepairs
arebeingdoneconsistentwith higherstandardamposedthrougha permitting processin
predominantlywhite neighborhoodswhile permitsare ignoredin predominantlyAfricanAmericanor
other minority neighborhoodsds additionalevidenceof disparatenegativeimpact.

7. Severabifferent archetypesor profilesof investorownershavebeenshownto be problematicand
prevalentin the region.Asthe sheernumberof investorownershasgrown, one profile hasemergedas
particularlyproblematic:the non-localinvestor owner protected from accountabilityfor property
conditionsby multiple shellsof limited liability and supportedby ostensiblyd £ 2 @rdépérty managers
similarly protected by limited liability structures;who mayor maynot be operatingwith appropriate
Statelicensure;andwho are not only alsofailingto complywith localordinanceshut placingadditional
barriersto both the enforcementof localcodesaswellasii S y | Igfdlrigifdsto safe,decent,and
habitablehousingat afair rental price. Theseproperty managerreferredto in this paperasé 6 dzf |
property Y' I y I 3 SaNfutith@mselvesin a position where they only servetheir own interests
without regardto either the absenteeproperty owner or tenant. Somebulk property managers
representthemselvesasreal estategurus;continuallyrecruitingnewinvestorswho do not havethe
knowledgeor experienceo be abeneficialownerbut who havesomecaptal andare merelyseeking
steady passivecashflowfrom rental income.Converselysmalllocallybasedlandlordsare often not
organizedn corporateform; often rent out property they formerly occupiedashomeownersraising
children(hencethe phrased Ymandpopf | y R aré@#oee &illing to work with tenantsand
municipalofficials,but maybe undercapitalizedlackaccesgo professionakervicesuchascontractors,
lawyers,or accountantsandfind accesgo creditdifficult. Ourfindingsreinforcethe notion that all
investorscannotbe lumpedtogether ¢ there are many goodinvestorsactingresponsibly;but the
increasewe haveseensuggestsan alarmingincreaseof investors,who, aswill be exploredfurther in
this paper, are frequently willing to ignore local building and housingcodes

8. Currentpublic policiesdo not adequatelyaccountfor the increasein businessentities owning
residentialreal estate, nor the legallysignificantfactors suchownershipbrings Thesdactorsbeginto
manifestasproblemswheninvestorownersrefuseto addressssuesof codecompliancefail to comply
with localrental property registrationordinancesand correspondingstate andlocalordinancesand
regulations.

9. Whileour keyfindingsare largelybasedon 1-3 family housingdata, we haveobservedsufficient
anecdotalevidenceto suggesthat the irresponsibleand harmful patterns and practiceswe document
here are frequently associatedwith investorspurchasingmulti-family apartment buildings The
recommendationghat follow shouldbe consideredor both 1-3 family and multi-family properties.

4 OhioStatelaw (R.C5321.04)imposesaffirmative duties of careand maintenanceupon landlords,includingto
keepall fixturesin workingorder, to supplyheatandwater, and maintainunitsin fit and habitablecondition.
Thoseminimum statutory dutiesare expandedupon by somemunicipalitiesin Cuyahogaountythroughlocal
ordinanceswhichcontrol additionalelementsof the landlordtenant relationship.



KeyRecommendations

Ourdataindicatesthat the dramaticrise of investorsbuyingresidentialreal estatethreatensto
underminehousingconditions,market stability,and housingvalue.Further,this datarevealsthat east
sideresidents who are primarily AfricanAmerican havea greaterlikelihoodof seeinga propertyin
their neighborhoodpurchasedoy an investorthat will fail to complywith or disregard localordinance
and Statelawsdesignedo protect both communitiesat largeaswell asrenters,which are classifiedas
anincreasinglyulnerablepopulation.

In order to ensureresponsiblanvestmentactivity and protect the citizensof Clevelandand Cuyahoga
County,VAPACecommendsolicychangeghat fall into five generalcategories

Modernizecodeenforcementto combatinvestorsintentionally eluding accountability, includingbut
not limited to:

1 Amendnglocalordinancesand/or state statutesto require greaterdisclosureof responsible
partiesat the point of property transfer, includingindividualsbehind property management
companies|imited liability companiesand other fictitious nameentities, to ensurecompliance
with applicableStatelawsandlocalordinances;

1 Amendingocalordinancesand/or state statutesto authorizelocalcountyfiscalofficersto
withhold the filing of deedsuntil delinquentproperty taxesare paidand companiesare
registeredwith the Secretaryf State

1 Makingfull useof state statutesthat providefor codeviolationsto be transferredto anew
owner;

EmpowerMunicipal LawDepartmentsto aggressivelypursueand prosecuteproblem ownersincluding
but not limited to:
1 pursuingcivil actionsin additionto criminalproceedings;
1 Aidingneighborsin seekingstatutory damagedrom ownersof condemnedproperty;
1 supportingandcollaboratingwith codeenforcementofficialsto streamlineandmodernizecode
enforcement.

Allocate financialand material resourcego existingdepartmentsand programswhich further policy
preferencesfor homeownershipand keepinglocally controlled rental propertiesin goodrepair
includingbut not limited to:
9 fully fundingcodeenforcementand building departmentsup to and potentiallybeyondthe level
of their projectedrevenue;
1 supporingandfunding programsrelatedto first time homeownershippndhomerepairfunds
for homeownersandsmalllandlords.

Correctthe imbalancesof bargainingpower betweenlandlordsand tenantsincludingbut not limited
to:
f enactingmunicipalordinancegfor & NAt@®Aidzy & & 2 éxdodneprotectioné andd LIkod
stayprotectione T
9 supporingthe reformation of the ClevelandlrenantsOrganizatioCTO);
1 holdinglandlordsaccountablehroughthe municipalcodeenforcementprocess;
1 Simplifyandstreamlinethe Clerkof Courtsprocesshat enablestenantsto deposittheir rentin
escrowwhenrepairsare not made



Collaborateacrossdepartments,administrative boundaries,and levelsof governmentto streamline
the codeenforcementprocess;ncludingbut not limited to:
| creatinga crossdepartmentaltaskforce that breaksdownthe & & £ ¥ ¥ &nddombatsbad
actorswho try to gamethe systemwith endlessenforcementdelays;
1 collaboratingcloselywith the CuyahogaMetropolitan HousingAuthority (CMHAn Housing
ChoiceVouchemroperties;
1 exploringthe feasibilityof a countywidehousingcourt similarto the FranklinCountyhousing
andenvironmentalcourt;



Introduction

TheNextHousingCrisesare AlreadyHere

Asthe greaterClevelandareacontinuesto grapplewith the COVIBL9 pandemicandits aftershocksthe
ongoingpublichealthemergencyhasexposedn starkrelief the racialand sociceconomicinequities
that somebelievedto havebeenreceding.Thesanequitieshavebeenhighlightednot only by the
pandemic but by longstandingensionsinvolvingracialbiasin both policingand sociceconomic
standing.Localregional,and nationaleventshavehighlightednot only the persistenceof structural
racismbut havecalledinto questionthe fundamentalnature of our economicand political relationships.
Nowherehavetheseissuegevealedthemselveanore vividly,nor impactedthe livesof residentsmore
directly,thenin the accesgo affordablehousingandin the disparateimpactof neighborhood
investmentsmadejust before,during,and after the 2008ForeclosureCrisis.

Thecurrentconditionsand correspondingpolicyrecommendation®utlinedin this paperdo not arisein
avacuum.Rather they are the outcomeof analyzingverfifteen & S | WaEh®f datawhich
demonstratethe investmentand purchasepatternsthat haveemergedin the GreaterClevelandeal
estatemarketbeginningin 2007 (generallyconsideredo be the first yearof the HousingCrisigperiod).
Specificallythis paperseekso demonstratethroughclearand convincingdatathat over a decadeof
inequitableinvestmentactivity hasled directly to twin crisesof affordabilityand accountabilityin the

| NBren@akmarket.

Thispaperseeksto demonstratenot merelyacompilationof data, but a carefullyconsideredanalysisof
the role andimpactthe currentgrowth of corporateandlimited liability company(LLCpwnedrental
property havehad on the local- regionalresidentialreal estatemarket. Thisimpact,andthe
correspondingskyrocketingsalesprices& rents, posesan existentialthreat to naturally-occurring
affordablehousing(NOAH}hat cannotsimplybe correctedby anincreasan housingsupplygiventhe
currentcostof new construction.Ultimately, thisisanurgentproblemfor the presentthat requires
actionnow, in the present.Assuch,this paperwill concludeby outlininga set of recommendationgor
policymakersand advocatesaliketo addresschallengegposedby the currentlackof appropriate
regulationin our NS 3 Aréhtél€eal estatemarket. Adoptingsuchrecommendationsyve believe,is not
asilverbullet solution.Rather thesepoliciesare necessanandlong-overdueadditionsto the toolkit
neededto properlyrepairthis NS 3 Abgoke@hdusingmarketandresponsiblymaintainit in good
workingorder.

FromCirisisto Crises

Beforewe canaddresgshe affordabilityandaccountabilitycrisesof the presentmoment, we feel we
mustacknowledgehe contextin whichtheseissueshaveemerged. Athoroughunderstandingf how
we arrivedat this junctureis criticalto understandingvhat we mustdo to moveforward, andkey
eventsof the ForeclosureCrisigperiod (2007#2012)setthe stagefor this currentenvironment,although
pandemicconditionscouldcertainlybe arguedto haveaccelerateddocumentedtrends. Thefact

5> Perhapghe bestprimer on the localimpactof the 2008HousingCrisisandits aftermathisthe excellentsurvey
by Professor<ClaudiaCoulton(CWRUjand KathrynHexter(CSU)4 C | Gh& FoclosureCrisisn Greater
ClevelandWhat Happenedand What PeopleAre DoingAboutA ifUniversityPress2010).



remainsthat, duringthe yearsof the ForeclosureCrisis 91%of property beingforecloseduponwas
classifiedasresidentialproperty, totaling some82,466homes® A secondstarknumber:from 2007to
2015,32,466residentialproperties,or 25.52%of the Cityof Cleveland'sotal housingstock,went
throughthe foreclosureprocesswith a greatmanyof thosepropertiesbeingsoldatd K S Nshlgiof Q &
satisfyunpaidmortgageor tax debt. Giventhat reality, the biggestcontextualquestionfor this paper
naturallyfollows: who, exactly, were the buyersof theseproperties?

Toanswerthat question,a studyof investortypographyin/ f S @ S foreclose@asidential(1-3 family)
property marketrevealedthat the majority of thesepropertieswere soldat often steepdiscountsto
investors,either individualsor corporateentities (includingTrusts,corporations,andLimited Liability
Companie®r LLCs\vith amajority of investorsbeingnon-localto Cuyahog&ountyanda
supermajoritybeingnon-localto the Cityof Cleveland. Thislastfactor is crucialfor anunderstandingof
the currentsituation.

Asdiscussedt length by the authorsof the REQRealEstateOwned)Investorstudycited above,
property ownedby non-localinvestorshasled to far more negativeoutcomesthan property generally
ownedby individualsusingproperty astheir primaryresidence(hereafterd KY2S 2 ¢ y Smhjildcal
investorsresidingwithin the Cityor in adjacentsuburbs.Thesenegativeoutcomesare generally
describedanddocumentedin that studyasa combinationof a) moderateto severenon-compliance
with localand Statebuildingand housirg codes;b) a higherrate of tax delinquencycontributingto an
overallerosionof publicservicesandc) a wholesaledestructionof neighborhooddensityand character
asaresultof eventualcondemnationanddemolition. It is this pattern of so-called"investment"which
hasledto the first of two crisesexploredby this paper,namelythe crisisof accountabilityamongthis
region'sinvestorownedrental real estate.

FailingSystemsTheCrisisof Accountability

Ashasbeenablyidentified by still other studies,the type of activity describedn the precedingsection
wasnot evenlyspreadthroughout Cuyahogaounty,nor wasit limited to simplythe yearsof the
ForeclosureCrisisIn fact, this pattern of acquisfion by non-localinvestorsand subsequentigherrates
of negativeoutcomeshasnot only continuedbut hasincreasedn the yearsof supposedecoveryfrom
the GreatRecessionAsthis paperwill demonstrate the percentageof investorsnow owningClevelad
residentialreal estatehasskyrocketedrom under 10%before 2007to nearly25%- eerilymirroringthe
samepercentageof Clevelandoropertiessubjectto foreclosurejust overadecadeago.

Concentratedoredominantlyon/ f S @ S idjoyityRARidanAmericaneastside,aglut of post
foreclosureinvestmentpropertiesare now ownedby non-localinvestorsoperatinglargelybehind
corporatefacadesTheseproperties,bearingsomecombinationof the three negativeoutcomesof
buildingcodenoncompliancetaxdelinquencyandincreasedatesof condemnatiory demolitionhave
decimatedhistoriccommunitiesof colorandleft a stainof abandonechomesandvacantlots on proud
neighborhoodghat oncesymbolizedhe immigrantpromiseof Americaasa land of opportunity. These
negativeoutcomes documentedrepeatedlyoverthe past15yearsin studiesand newsatrticles,are
primarilythe resultof a systemof codecompliancehat is no longerableto properlyor effectively

6 https://www.wrlandconservancy.org/wsgontent/uploads/2016/03/CuyahogélousingTrends3-23-16rev. pdf
" Forananalysisof post-foreclosureproperty purchaserseethe work of FrankFord,et. al. in
https://www.jchs.harvard.edu/researclareas/workingpapers/roleinvestorsone-three-family-reo-marketcase
cleveland
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regulatea 21st-centuryrental real estae marketplaceto ensuregoodfaith investmentactivity.
Theroots of this failure layin the factthat Buildingand HousingCodecompliancen Cuyahogaounty
generallyandin the Cityof Clevelangarticularly,is a staticcriminalproceeding Plainly thismeansthe
violationof one or more housing building,or healthcodesis a criminaloffensethat is governedby strict
rulesof procedureand overshadowedy the greatdeferencethat Constitutionaljurisprudenceagivesto
corporateactorscombinedwith the rightsenjoyedby all criminaldefendants,ncludingcorporate
defendants.

Asanon-felony,codeviolationsmerit either the issuanceof a minor misdemeanotticket (roughly
approximateto a parkingviolationor in somecasesa speedingticket) or afirst-degreemisdemeanor
violation,whichisin facton par with the mostseriousmisdemeanocrimesmeritinga maximum
penaltyof 180daysimprisonmentor amaximumfine of $1,000per dayif the defendantis anindividual
or amaximumfine of $5,000.00per daywith nojail term if the defendantis a corporateentity for each
daythe codeviolationis uncorrected,and canonly be imposedafter a successfutriminalprosecution.

However,in order to prevailin sucha prosecutionthe Citymustcomplywith the sameConstitutional
standardwhichappliesto all criminalproceedingsnamely,1) due procesgightsof the defendantmust
be guaranteed;) the defendantis presumedinnocentuntil provenguilty beyonda reasonabledoubt, 3)
the defendantenjoysthe right to confrontand crossexaminewitnessef the prosecution;4)in a
misdemeanorcase the defendantcannotbe arrestedbeyondthe boundsof the/ 2 dzwﬂisﬁj(ﬁion,and
corporatedefendants beinglegalfictions,are not subjectto arrest. Applyingtheseand other myriad
rulesof criminallaw and procedureto the subjectbefore us,it doesnot takelongto realizethat a
corporatedefendant,particularlyone locatedin another state, enjoyssubstantiallymore legal
protectionthan aliving breathingindividualin a codeenforcementprosecution.

Giventhis legalreality, it becomesquicklyapparentthat investorpurchasef low-value,codenon-
compliant,andformerly foreclosedreal estateassomanyinvestorshavedone overthe yearsduring
andsine the GreatRecessioremploycorporateformsto evadecriminalliability. Instead the regionis
facedwith increasinglynegligentgamesof Monopolyplayedwith veryreal neighborhoodsvherevery
realand hardworkingfamiliescallhome.It comesasnho sumprisethen that the most effectiveways
presentlyemployedfor remedyingnegativeproperty conditionsandholdingirresponsiblenvestor
ownersaccountablecomein the form of civil, rather than criminalprocessestax foreclosure civil
collectionslawsuis to recoupcostsof demolition,andcivil nuisanceabatementlawsuits.

Theunfortunatereality, however,is that eachof theseremediesdescribedabove,whether civil or
criminal,takestime, money,andtremendouseffort to prevail;converselypften all that is requiredto
createatoxicweb of codeviolations,perpetualtax delinquency and ultimately propertieslost to
condemnationandforeclosureis negligentownership.

Finaly, there is one additionalfactor ¢ essentiallya perfectstorm of housirg marketconditionsg that
hascontributedto increasednvestoractivity. Followingthe foreclosurecrisis,home saleprices
droppeddramaticallyg but rents did not drop. Researchieferencedearlierin this pape documented
asubstantialdrop in home saleprices,particularlyin the majority AfricanAmeilicaneastside of
Clevelandand eastinner suburbs. Thesdow salepriceshavealsobeennotedin a studycommissioned
by the Cityof Clevelando assesshe challengebtainingproperty valueappraisalsn Cleveland.

8 Ford,(n6)
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& b I ( ardliyiterdationalinvestorshavebeenpurchasinghomesin Clevelandor investment
purposes Often, minimalimprovementsare madeat the homesheld asrental property. We
weretold that investorclassesn Floridaand other locationsare identifying Clevelandor
investmentsin homesunder$35,000.Thehousewe appraisedn the LeeHarvardneighborhood
wasownedby aninvestorin London.Thehousein Mt. Pleasantvasownedby aninvestorin
California.Out of town invesors pushvaluesup on the low end by increasingdemand.These
investor'soften do not maintainproperties,are not responsiveo tenantsandcanleadto the
destructionofy SA 3 K06 2 RK22 Ra ®¢

Investorsfrom other partsof the country,indeedfrom aroundthe world, canpaycashfor a $20,000-
$30,000homeandcollectrents the sameaswhenthe homewasvaluedat $80,000beforethe
foreclosurecrisis. Asoneinvestorreportedlytold the & (i dzRuhOrathe streetsin Clevelandare paved
in platinum, becaug the housesare socheapandthe rentshaveneverR S Of Ay SR ¢

Whenimproperlyregulated,a marketenvironmentsubjectto speculationand negligentownership
createsperverseincentivesto captureandsubsequentlydevourwhateverremainsofaO2 Y Y dzy A (i @ Q&
naturallyoccurringaffordablehousing.A choicebetweena luxury condominiumor avacantlot isan
unsustainablelevelopmentstrategy.lt is this regulatoryenvironmentwhich hascontributedgreatlyto

the secondcrisis,one of affordability.

A Nation of Renters?TheCrisisof Affordability

Thetopic of affordablehousingis one of presentandincreasingurgency especiallyin light of historical
truth. Therewasatimeinoury | (i AaBd6@ BB 3 AhBstgrgwhereto own2 Y Sh@nderatherthan
rent from alandlordwasa signof wealth beyondcomprehensiorfor the averageGreaterCleveland
household Oneneedonly comparethe fadedphotographsof/ f S @S & fy R Q RgwwithNids Q a
tenementshousingthe AfricanAmericanandimmigrantlaborersworkingin/ f S @ Slievy R Q &
industriesfor anillustration of how thingsusedto be.!* Inlargepart becauseof the legacyof heavy
industryandthe needfor cheap,oftentimesimmigrantlabor, Clevelanchashad, sincethe beginningsof
its industrialbuildup,a majority of residentsasrenterswho havehadto strugglewith the lackof safe,
decent,andaffordablehousingasa generationalissue.

Of course the four decadedollowingthe end of World War Il sawprosperityin Americaunlikeanything
previouslyknownin humanhistory:the generalnarrativeof postwar prosperitywascenteredaround
homeownershigor the averaggwhite) workingfamily,andin part, the rapid constructionof uniform
suburbanhousingin the postwar periodincreasedpportunity for affordablehomeownershipForthe
AfricanAmericancommunity,housingchoicesduringthis postwar boomremainedlimited throughthe
well-documentedand endemichousingdiscriminationthat explicitlyinformed somuchof American
housingpolicy. Thenegativeimpactof suchraciallymotivated policiesasred-liningandrestrictive
covenantshashad a significantandimplicit de facto impacton family net worth that hasreverberated
longafter the explicitde jure barrierswere ostensiblyremoved.Thelegacyof racialdiscriminationin
housinghasmanifesteditself throughlower housingprice appreciationin the city generallywhen

94 { A FamilyResidentiaAppraisalStudy,Clevelandh K A BniilyI_. Braman SRAAFGRS2-20-20.

10 presentatiorby licensedappraiserEmilyBramanat the April 14, 2021 meetingof the CuyahogaCountyCouncil
ReinvestmenSubcommittee.

1 seeGenerallys 5 S NEBafadis@kiomelessnesandurbanDevelopmenin/ f S@St | Yy RéE
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comparedto the suburbsandwasmostrecentlyreflectedin the disparatenegdive impactof the 2008
ForeclosureCrisison the AfricanAmericancommunity.

Thelatest manifestationsof the post-HousingCrisidegacyhavebeenthe purchaseof foreclosed,
previouslyowner-occupiedhomesfor conversiono largelysubstandardental housinglargelybeyond
the graspof the currentregulatoryframeworkor, converselydemolition. Asaresult, captureof existing
naturallyoccurringaffordablehousinghascreatedan environmentof increasingents, rapidly
approachinga point beyondwhat mostrentersin alreadyseverelydisadvantagedommunitiescan
afford. Rentsareincreasingput thereislittle to noimprovementin the quality of rental housing.
Oneparticularstudynoted the yearoveryearchangein rent for the Clevelandnetro areafrom
December2020to Decembe2021was11.5percent!? Thatfindingis limited to newrentalslisted on
the MLSand doesnot accountfor the majority of rental properties,which overallis more difficult to
measureand comestypicallyfrom firsthandaccaints from tenantsengagedn landlordtenantdisputes
andpractitionersin the field **

In anotherunsettlingparallelto the run-up to 2008,when Cuyahoga&ountywasakey predictor of later
nationaltrends,numerousnewsoutlets havebegundocumentingthe risein rents acrosshe United
Statesl4 151617.

Thisreportingechoesrecentcommentsfrom SofiaLopez Directorof Housingat the ActionCenteron
Raceandthe Economywho noted the in her testimonybeforethe U.S .SenateBankingCommittee:

& ¢ KdBcentrationof investorownershipis not race-neutral. Memphis whichis 64 percentBlack has
the lowestrate of Blackhomeownershif the 50largestcities,and the highestshareof investor
ownership CerberuLapitalManagementPretiumPartners AmeicanHomes4 Rent,and others
boughta combined?,000homesin ShelbyCounty(whereMemphisislocated)...2 K I in@xé&a
Reutergeport captureshow tenantscanfeel they haveno choicebut to rent from institutional landlords
... Becausaf the market segmentwhere SFRandlordsare focused andthe fact that they havecash
and are willing to buy sightunseenfirst-time, particularlylower-income prospectivehomebuyersare
not ableto compete Giventhe relationshipbetweenraceandincome,it isreasonableo believethe
peoplehurt the mostare prospectivenomebuyersof O 2 £ 12 NJb £

Whereasn 2008hedgefundsand other largeinstitutional investorsdominatedinvestmentactivity and
directedsuchactivityinto & Y 2 NI+iadketls S O dzNthelpiktB erapiblyemergingaswe enter the

12 https://www.redfin.com/news/redfinrentalreport-december2021/
13https://www.banking.senate.gov/hearings/hownstitutionaklandlordsare-changingthe-housingmarketsee
specifictestimonyfrom Mr. MichaelWaller, Ms. AnetaMolenda, and Ms. SallyMartin
14https://www.washingtonpost.com/business/2022/01/30/rerihflation-housing/

15 https://www.npr.org/2022/02/14/1080145270/itsnot-just-home-pricesrents-rise-sharplyacrossthe-u-s

16 https://www.wsj.com/articles/the-costof-rent-is-risingfast-hereswhat-americanscando-aboutit -
11639045803

17 https://www.realtor.com/news/trends/sorrytenantsrisingrents-continueto-smashrecords/

18 https://www.banking.senate.gov/hearings/howrivate-equity-landlordsare-changingthe-housingmarket
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2020sis anastronomicalmountof globalcapitalbeingdirectedat the residentialhousingmarket,
largelyconveyedthrough corporateentities and shellcompanies™®

Thisinflux of hedgefund capital,combinedwith a housingsupplyshortagein part causedoy the same
classof I O i BeNgI adequatelymaintainpropertiespurchasedrom REQn the lastcrisis,have
now blossomednto the conditionsarguablythat theseactorsmostdesire:a highlycompetitive,highly
speculativerental real estatemarketwhereinvestorsare free to playasmanygamesof Monopoly
acrossstatelinesandnationalbordersasthey canafford - and at the expenseof localmunicipalities,
workingfamiliesand especiall}communitiesof color. Asthis paperandits dataanalysishopesto
demonstrateand asour policyrecommendationsndicate,currenttrendswill continueto be
exacerbatedf more robustenforcementof existingcoderequirements corporateregulation,and
increasedsupportfor community-drivendevelopments not takenseriouslyand actedupon. Asthe data
presentedby this paperandother, similarstudiesindicates,if currenttrends continuewithout
correctiveaction,we mayfind ourselvesn a societywherehomeownershipandthe financialequity,
communitystability,and personalsecuritythat property ownershipbringsis onceagaina luxury
reservedfor the exceptionallyprivileged.

Examiningnvestor Activity through BusinesfPurchase®f 1-3 FamilyHomesin
CuyahogaCounty2004¢ 2020:A Quantitative Approach

With mediaoutletsreportingthe increasen investoractivity in the singlefamily housingmarketand
localcommunitydevelopmentprofessionalgrovidingcompellinganecdotesthe problemnow becomes
guantifyinginvegor activityin CuyahogaCountyand, if possible assessinghe quality of investorsin the
county.Fortunately there isrobustsharingof variousadministrativedatasetsin the countythrough
NEOCAND®at/ 2 w | PawertyCenter.Includedin their suite of datatoolsis accesgo property sales
datafor Cuyahogaountygoingbackto 1976,whichallowsfor an assessmendf buyingpatternsby
different categoriesof buyers.Whilethe dataare not specificenoughto identify individualsactingas
investors the detailisthere to classifybusinessesvho buy 1-3 family property asinvestors.Simplyput,
abusinesghat ownsa 1-3 family structureis consideredan investor,whetherthat is asa speculator,
rehabber,or landlord.Despitethe limitation on individual buyers,focusingon businessuyersprovides
anexcellentpicture of investoractivity in Cuyahog&ounty.

Therecentrisein investoractivity requiresa baselindevel of activity from whichto compare. Several
timelinescouldbe applicablehere, but for the purposesof this researchdatafrom 2004will be usedas
abaselineof investoractivity before the foreclosurecrisis. We will analyzedataduringandimmediately
after the foreclosurecrisisand activity duringthe housingmarketrecovery.Additionally, the different
categoriesof buyersneedto be delineated.Individualsandbusinessesiavealreadybeendiscusseand
sincethe studyperiodwill coverthe foreclosurecrisis,banksshouldbein their own categoryasidefrom
businessesOtherbuyersthat havebeensetinto their own categoryarefederal

19 hitps://www.theatlantic.com/technology/archive/2019/02/singiéamily-landlordswall-street/582394/; see
also
https://www.wsj.com/articles/ityou-sella-housethese-daysthe-buyermight-be-a-pensionfund-11617544801
20 hittps://neocando.case.eduNortheastOhioCommunityand NeighborhoodDatafor OrganizingCenteron
UrbanPovertyand CommunityDevelopmentCase/NesternReserveJniversity;Jack,Josephand Morton Mandel
Schoobf AppliedSocialSciences
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government/governmensponsoredenterprises?; state forfeiture properties;land bank/local/state
government;andtrust/trustee. Thefocusherewill be on businessaandindividualbuyers.

Baselinedatafor 2004showsrelativelylow levelsof businessuyertransactiors in the 1-3 family
housingmarketin Cuyahogaountyand mostsubmarketswithin the county. Therewere a total of
1,679businesduyertransactiorsin the county. Thesubmarketwith the mostbusinessuyer
transactionswvasthe eastsideof Clevelandwvith 780.Asseenin Tablel, the eastsideof Clevelanchad
15.94percentbusinesduyersof 1-3 family homes,whereasall other submarketswvere belowseven
percent. Theeastsideof Clevehndis alsothe only submarketthat wasmajority blackaroundthe same
time period. Therewasaninitial concernin reviewingthe baselinedatathat the largernumberof two
andthree family structureson the eastsideof Clevelandnaybe skewingthe datatowardsa higher
percentageof businesduyers.However whenremovingthosesalesfrom the data, the percentageof
businesduyertransactiors on the eastsideof Clevelandor singlefamilyhomeswas16.8percent.

Numberof % Transactionswith
Transactionswith 0 . 2000Census
Tablel . BusinesBuyers
BusinessBuyer 2004 PercentBlack
2004
EastSideCLE 780 15.94% 78%
WestSideCLE 234 6.57% 12%
Eastinner Suburbs 341 6.67% 42%
WestInner Suburbs 97 2.98% 1%
Outer Suburbs 227 3.45% 6%
Cuyahog&ounty 1,679 7.17% 27%

Thehigherpercentageof businessuyerson the eastsideof Clevelandikewisemeansa lower
percentageof individualbuyers.In 2004,68.99percentof buyersof 1-3 family homeson the eastsideof
Clevelandvereindividuals.Comparativelythe westsideof Clevelancandthe eastinner suburbshad 85
percentindividualbuyerswith the remainingsubmarketsan evenhigherpercentage Overall,1-3 family
homepurchasedy businessesverelow for the baselineyearof 2004.Thisindicatesthat the residential
housingmarketwasstill largelyfocusedon individualbuyersand owner occupancyandthat there had
not yet beena transformationin the marketwherethoseengagedaslandlords,in housing
rehabilitation,andin speculationbecamecommonplace.

Fastforwardingto 2020,the lastfull yearof data, we seesubstantialgrowth in businesduyer
transactionsandin the percentageof businesse®uying1-3 family homesacrossall submarketsn
Cuyahog&ounty.Forthe countyasawhole, businessuyersnearlytripled from 2004at 7.17 percent
to 21.1percentin 2020.Thetotal numberof businessuyertransactiors was7,858,anincreaseof over
6,000purchasedrom 2004.Whilethe exactamountwill varyacrosshe country,the increasen

2! Federal NationalMortgageAssociatior(FannieMae); FederaHomeLoanMortgageCorporation(FreddieMac);
andsimilarGSEs
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investorbuyersin CuyahogaCountylinesup with reportsfrom housingresearchersand mediaoutlets?
23242526 Thespecificincreasesacrosshe different submarketscanbe seenin Table2.

Numb_erof . % Transctionswith ACS0185 Year
Transactionswith . :

Table2 . BusinesBuyers EstimatePercent

BusinesBuyer 2020 Black
2020

EastSideCLE 2,938 45.76% 78%
WestSideCLE 1,347 25.61% 22%
Eastinner Suburbs 2,202 28.45% 57%
WestInner Suburbs 516 8.91% 6%
Outer Suburbs 855 7.11% 11%
Cuyahog&ounty 7,858 21.10% 31%

Thelargestincreaseby percentagepoints occurredon the eastsideof Cleveland From2004to 2020,
businessuyertransactiorsincreasedby almost 30 points. Thisis nearly a threefold increaseoverthe
time period. In fact, businesduyertransactions exceededndividual buyertransactionsin 2020,45.76
percentto 44.79percent Despitethe inability to distinguishinvestorsfrom owneroccupantdor
individualbuyers,it canbe concludedthat the majority of buyerson the eastsideof Clevelandare
investors.Theresultis a housingsubmarketthat is largelyrental, with limited opportunities for new
home ownersandthe associatedbenefits of stability, health, and wealth building?”.

Thewestsideof Clevelandandthe eastinner sububs alsosawsubstantialgrowth in businessuyer
transactiors from 2004to 2020.Thewestsidesawanincreaseof over 19 percentagepointsto 25.61
percent.Businesbuyersin 2020were 3.89timeshigherthan in 2004asa percentageof the whole.
Similaly, the eastinner suburbssawbusinessuyersincreaseover 21 points,from 6.67percentto
28.45percent. Thisincreaserom 2004to 2020wasoverfourfold, the largestamongall Cuyahoga
Countysubmarkets Aswith the eastsideof Clevelandthe increa® in businessuyertransactiors on
the westsideof Clevelandand eastinner suburbsservesto limit buyingopportunitiesfor owner
occupantsDependingon the businesgpracticesof the investor,this increasedousinesduyingactivity
canalsodecreaseneighborhoodstability, further limit owner occupancypportunities,and provide
poor housingoutcomesfor renters.

It isalsoworth notingthe increasein businesduyertransactiorsin the innerwestsuburbsandouter
suburbs despitethe percentagein 2020remainingbelow nine percentfor both submarketsThewest
inner suburbsbusinessuyingincreasedrom 2.98percentin 2004to 8.91percentin 2020,nearlythree

22 hitps://www.cnn.com/2021/08/02/business/famifhomeswall-street/index.html

23 hitps://www.theatlantic.com/technology/archive/2019/02/singiamily-landlordswall-street/582394/

24 https:/iwww.wsj.com/articles/ityousella-housethesedaysthe-buyermight-be-a-pensionfund-11617544801
25 https:/iwww.redfin.com/news/investorhome-purchases2-2021/

26 https:/iwww.propublica.org/article/whenprivate-equity-becomesyour-landlord?utm_source=pocketewtab

27 LaurieS.Goodman& ChristophemMayer (2018),Homeownershigndthe AmericanDream,Journalof Economic
Perspectivessol 32-1, Winter pgs 31-58
https://www.urban.org/sites/default/files/publication/96221/homeownership_and the american_dream_O.pdf
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timeshigher.Busines$uyingin the outer suburbsincreasedrom 3.45percentto 7.11percent,just
overdoubling.Whilethe percentagepoint increasedor thesetwo submarketsvere comparativelylow
to the other submarketswhenlookingat the ratio increasethosevaluesare higherthan one might
think at first glance Busines$uyersof 1-3 family homesare growingin all submarketsof Cuyahoga
County.

With thosetwo bookends2004and2020,it is now importantto turn to the yearsin betweento look at
longterm trends.Perhapghe percentageof businesduyersis acceleratingipwards,or maybeslowing
down after yearsof growth followingthe foreclosurecrisis.Figurel providesthe level of detail
necessarilyo identify anysuchtrends.

Figurel

Businesses as Percentage of Total Buyers of
1-3 Family Homes 2004 - 2020

50.00%:
45.00%
40.00%

35.00% = East Side CLE

—West Side CLE

East Inner Suburbs

— W st Inner Suburbs

= Juter Suburbs

\/_/_'_,"“""“-
10.00% = Cuyahoga County
5.00%

Thesimplesttrendsto outline arefor the westinner suburbsandthe outer suburbs From2004to 2012,
businessduyersremaineda smallportion of all 1-3 family homebuyers,evenduringthe foreclosure
crisis.Then,movingpast2012,there isagradualincreaseto aroundten percentor so.In 2020,business
buyersthen declinedbackdown belowten percent. Thiscouldbe businessbuyerstakingadvantageof
the hot housingmarketduringthe pandemicand cashingout on someof their investments.

Theother three submarketseastand westsidesof Clevelandandthe eastinner suburbshada

different pattern of businessuyersfrom 2004to 2020.Therewassubstantialgrowth in businessuyers
duringthe foreclosurecrisis,with the percentagegpeakingin 2008and2009.Theproportion of business
buyersthen declinedor at leastleveledout in 2010until 2012,wheninvestoractivity pickedup again.
All five submarketssawincreasedgrowth in businessuyersfrom 2012to 2019.In 2020,the eastinner
suburbssawa declinein businessuyersjustlike the westinner suburbsand outer suburbs.The
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Clevelandsubmarketdid not seea declinein businessuyersin 2020,with the west sideof Cleveland
remainingat 25 percentbusinessuyers.Theeastsideof Clevelandctontinuedto seeincreasedusiness
buyeractivity, goingfrom 33.96percentin 2018to 39.53percentin 2019to 45.76percentin 2020.

Thisisatroublingtrend for the eastsideof Clevelandjiventhat all other submarketseither remained
flat or declinedin their percentageof businessuyersin 2020.Theeastsideof Clevelandvashardest
hit by the foreclosurecrisisandthe populationis predominatelyblack,raisinghousingmarketequity
concerng® 2°, Whenthinkingaboutthe housingmarketrecoveryfor Cuyahogaounty,the continued
growth of businessuyerson the eastsideof Cleelandis potentially problematic.Investorbuyerscan
be goodfor aneighborhood,but delvinginto purchaseprice data, indicatorsof quality, and housing
outcomes,will provide a clearerpicture of businessbuyersin CuyahogaCounty.

Thepriceahomeselsfor is determinedby a numberof factors.Underconsideratiorare attributes such
asnumberof bedrooms schooldistrict, or proximityto amenities.Salegrice canalsobe a proxyfor the
generalguality of the home,whichiswhatis of interestin this paper.Bylookingat the priceahome
sellsfor, one candeterminethe quality of homesbeingpurchasedy businessesomparedto individual
buyers.Table3 hasmediansalespricedatafor all CuyahogaCountysubmarketdn three keyyears.

Table3 Median PurchasePriceNon-ZeroSingleProperty Transactionsl-3 FamilyStructures

2004 2012 2020
Business Individual Business Individual  Business Individual
Eaétféde $ 29525 $ 80,000 $ 12,450 $ 15,000 $ 30,000 $ 40,000
WeétLSEide $ 40,000 $ 88,000 $ 21,000 $§ 40,000 $§ 50,000 $ 95,000
E;‘jngbesr $ 65000 $ 113,000 $ 25000 $ 65500 $ 55000 $ 107,000
West

Inner $ 109,250 $ 133,500 $ 50,000 $ 103,000 $ 122,500 $ 155,000
Suburbs

Outer
Suburbs ©  147.500 $ 177,000 $ 75,000 $ 151,000 $ 120,302  $ 185,000
Cézizg?a $ 42,000 $ 121,053 $ 27,000 $ 100,000 $ 48,300 $ 135,000

28 https://nationalfairhousing.org/wpcontent/uploads/2017/04/LawsuiAgainstFannieMae. pdf
29 https://nationalfairhousing.org/wpcontent/uploads/2022/02/FM_Settlement 2022.pdf
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Baselinegpricedatafor businessandindividualbuyerscanbe seenin the 2004columnand are generally
what onewould expect.Businesseare buyinghomesat discountedprices.Thispresumablymeansthe
homesarein worseconditionandin needof at leastsomerehabwork, whichislikelyto be outsideof
the comfort zonefor the averageowner occupant.Thelargestgapbetweenbusinessandindividual
purchasegriceswasseenon the eastsideof Clevelandindividualswere buyingat prices2.71times
what businessesvere paying.Possibleeasonsnclude;housesrequiringextensiverehabwork; higher
supplyof low-quality housingin the submarket;or mostlikely,a combinationof thosefactors.
Individualson the westsideof Clevelandvere alsopayingmore than doublewhat businessesvere, at a
2.2timespricedifference.lt shouldbe noted that individualswere payingaboutthe sameamountfor a
1-3 family home on both sidesof the Cuyahogdn Clevelandn 2004, with the westsidehavinga slight
advantageat $88,000to $80,0000n the eastside.

Eastinner suburbsalsosawa premiumpaid by individuals at 1.74timesthe price paid by businessesAs
with the Clevelandmarket,thisis likelydueto somecombinationof housingconditionandthe overall
supplyof distressechomes.Whenlookingat the westinner suburbsand outer suburbs the premium
paidby individualsdropsto 1.2timeswhat businessesire paying.Thisis likelythe reasonbusiness
buyerswere low in thosetwo submarketsin 2004.However the higherhomevaluesappearto have
beenenoughto enticesomebusinesseso purchasepropertyin the westinner suburbsand outer
suburbs.

Thenextsnapshobf pricedatain Table3 is 2012.Thisyearwasperceivedasthe point in time when
businessuyingactivity increasedn Cuyahogaountyseparatefrom foreclosurecrisisinvestoractivity.
Homepricesbottomed out in 20082009and remainedstagnantinto 2012.A few important
observationsare to be madebasedon price changesfrom 2004.Thefirst is simplyhow depressedorices
werein 2012acrosghe boardfor both businessesindindividuals. TheGreatRecessiorndedin the
summerof 2009accordingto keyeconomicindicators,but that did not translateinto recoveredhousng
valuesthrough2012in CuyahogaCounty.

Anotherkey point from the datafor 2012isthat businessesvere buyingat pricesthat were
approximately50to 60 percentlessthanin 2004.Thelower price point waslikelyanimportant driver to
the increasen businesduyingthat beganin 2012.Investorssawthis asa valueopportunity, but many
did not understandthe conditionof the housesthey were purchasingpften sightunseen,andthe
moneyrequiredto return them to productiveuse®. Thebiggestdiscounts for businessuyerswerein
the eastinner suburbs just over 60 percent,andthe eastsideof Clevelandjust under60 percent.These
two submarketsalsosawthe greatestgrowth in businessuyersin subsequenyears.

Thepricedifferencepaid by individualsversusbusinessesisochangedn 2012relativeto 2004.Forthe
eastsideof Clevelandindividualswent from paying2.71timesasmuchasabusinessn 2004to only
1.20timesin 2012.Andgiventhe low medianprice points,$12,450for a busines and $15,000for an
individual,one cansurmisethat the rehabmarketwasessentiallynonexistent.With price pointssolow
for both businessesndindividuals there wasno marginfor a profitable rehab.Buyerswere left to hold
andspeculateor becomelandlordsof substandardproperty. Eventhe individualsbuyingon the east
sideof Clevelandverelikelyinvestorsand not owner-occupantsgivensuchlow medianvalues Homes
on the westsidewere still sellingto individualsat abouttwice the amountof what businessesvere

30 hitps://www.jchs.harvard.edu/researclareas/workingpapers/roleinvestorsonethree-family-reo-
marketcasecleveland
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paying,makingsomerehabpossible put low priceslikely mademarginsverytight leavingmore and
moreinvestorsto either speculateor becomelandlords.

Thesuburbansubmarketssawthe ratio in mediansalesprice betweenindividualand businessuyers
increasefrom 2004to 2012.Thislikely broughtnewinvestorsto theseareasand possiblyaidedin the
recoveryof thesehousingsubmarketsThepricedifferencesbetweenthe two buyertypespresentedan
opportunity to profit from rehabwork again.Individualsn the eastinner suburbswent from payingl.74
timesasmuchasbusinesseso 2.62timesasmuch.Toput that in perspectivejndividualsin 2012were
paying42 percentlessthan they werein 2004.Sowhile there mayhavebeenopportunities for
businesse$o makemoneyrehabbingpropertiesin the eastinner suburbs the lower priceslikely
tightenedthe marginsherejustason the westsideof Cleveland.

Thepricedrop for individualbuyerswasnot nearlyasdramaticin the westinner suburbs 23 percent,
andouter suburbs,15 percent,while businessesvere buyingat abouta 50 percentdiscountin both
submarketsWhenlookingat the differencein price pointsfor 2012,individualswere payingnearly
twice asmuchasabusinesduyer. Thislikely createda viableenvironmentfor property rehabilitation
where abusinessouldbuy, rehab,andthen sellfor a profit. Basedon the price datafor 2012,such
opportunity waslikely only availableat alargerscalein the westinner suburbsand outer suburbs.
Businessesperatingunderthe rehabmodelwould haveverylimited choicesn the other submarkets,
leadingmore towardsthe speculatoror landlordbusinesanodelfor 1-3 family properties.

Movinginto 2020,mostsubmarketshaverecoveedto justbelowor above2004medianpricesfor both
businessandindividualbuyers.Thismaybe the reasonfor the slightdownturnin businesduyersseen
in mostsubmarkets Theone notableexceptionis the eastsideof ClevelandBusinesduyersare back to
2004levelsat $30,000mediansalespricein 2020,but individualsare buyingat half of what they werein
2004,at $40,000in 2020.It isreasonabldgo questionhow manyindividualsbuyingat $40,000havethe
intentionsof beingan owner occupantversushow manyseeit asaninvestmentopportunity, making
home ownershipopportunitieslimited. Thishypothesiss largelybackedup by researchdone by Frank
Fordat WesternReservd.andConservancpn mortgagelendingtrends. Hisresearchshowsextremely
limited lendingactivity on the eastsideof Clevelandandfor blackbuyersgenerally*. Individualsas
investorsaside,it appearsthat businessessbuyersand ownersof 1-3 family homesare hereto stayin
Cuyahog&ounty regardlesf price.

Pricedata isimportant whentrackinginvestorbuyers.lt showsthe price point at whichinvestorsare
enteringand exitingthe market; andalsoservesasa proxyfor the quality of housingbeingpurchasedy
investorsin different submarkets Thisproxyfor quality A & gefidttandfortunately, there is better data
on housingquality for the two Cityof ClevelandubmarketsPairingprice datawith other measureof
quality servesto verify both setsof data. Thefirst setof improvedquality indicatorsis provided by
WesternReservd.andConservancfWRLCandtheir ThrivingCommunitieTC)Program.They
conducteda door-to-door property surveyof the Cityof Clevelandn 2015andanothersurveyof the
majority of eastsideneighborhoodsn 2018.Theother setof qualityindicatorsis from the City of

I t S @S bepaftiReRtaf Buildingand Housing(B&H)andincludespermit dataandrental registration
data.

31 https://www.wrlandconservancy.org/wgcontent/uploads/2021/12/2026CuyahogeHomeMortgage
Lending.pdf
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The2015,citywidesurveygathereda largeamountof property data, but of mostinterestherearethe
guality measuresEveryproperty receiveda gradeof Athrough F,with A beingahomein excellent
conditionand Fbeingahomein needof demolitionor acompleterehab.Figure2 showsproperty
gradesfor 1-3 family homespurchasedoy businesseandindividudsin 2015in both Cleveland
submarkets.

Figure2

1-3 Family Buyers &
TCI Property Grade 2015
East & West Side of Cleveland
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0% Business West | Individual West | Business East | Individual East
mA 32.00% 51.57% 20.78% 27.37%
EB 44.37% 36.40% 44.58% 40.89%

C 20.04% 10.58% 26.34% 22.74%
EmD 2.99% 1.09% 6.86% 7.19%
mF 0.60% 0.36% 1.44% 1.81%

Individualson the westsideof Clevelandvere generallybuyingat the top of the marketin 2015,with 88
percentof the homes boughthavinga gradeof A or B. Comparativelybusinesduyerson the westside
only purchasedr6 percentof their propertieswith an A or Bgrade.Thepercentageof business
purchasesn the Cto Frange,whichwould requireimprovement,weredoubleindA @ A Rat24f 4 QX
percentto 12 percent.Forperspectivemedianpurchasepricefor businessesvas$26,000and for
individualswas$55,000.Thesurveydatafrom WRLGnatcheswell with the price data.

Buyerson the eastsideof Clevelandvere acquiringlower quality homescomparedto westsidebuyers,
for both businessesndindividuals;andthe differencesbetweenthosetwo buyertypeswereless
pronounced Businessebought35 percentof their propertiesin the Cto Frangeandindividualswere at
32 percent.Medianpurchasegricescontinuedto be low on the eastsidein 2015at $15,000for
businessesand $19,600for individuals Thelow salespricesand lower quality property transfers
indicatethat the eastsideof Clevelandvaslargelyaninvestormarketin 2015.Thesubsequensurvey
of eastsideneighborhoodsn 2018providesan opportunity to seehow the marketchangedover 3 years
andthe comparisoncanbe seenin Figure3.
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Figure3

1-3 Family Buyers &
TCI Property Grades 2015 & 2018
East Side of Cleveland
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mA 20.13% 14.35% 25.20% 19.70%
mB 45.75% 47.77% 42.69% 45.45%
C 27.36% 31.97% 24.44% 28.79%
mD 5.97% 4.66% 6.42% 4.73%
mF 0.79% 1.24% 1.25% 1.33%

Thefirst observationisthat onceagain there doesnot appear to be alargedifferencein the quality of
homesbeingpurchasedy businesseandindividuals.Secondlypurchaseof A gradedproperties
declinedfrom 2015to 2018for both setsof buyers.Thisisagoodthing if A propertiesare not beingsold
becaug an owner-occupantor long-term tenant remainsin the home, but detrimentalif it is simplya
reflectionthat there are fewer A gradedpropertiesin the submarket.Thebulk of purchasesverein the
Band Cgradesandhomesin the D and Fgradesmadeup a smallerportion of overallpurchasesWith
the lower numberof A, D,and Fproperties,quality changesrom 2015to 2018showedmixedresultsfor

the eastsidehousingmarket.

Propertytransfersof greatestconcernarethe D and Fgradedproperties.Thesepropertiesoften require
the mostexpertiseand moneyto return to a productiveuse;andthey canlanguishin adilapidatedstate
when purchaseddy a businesr individualwithout the wherewithalto bringthe property into good
condition. Anotherdatapoint for theseseverelydistressedoropertiesis board-up datafrom B&H.A
property that hasbeenboardedup wasidentified by a B&Hinspectorto havebeenopen,vacant,and/or
vandalizedThesepropertieswere unsecuredandopento casuakentry-- meaninganyonecouldenter
the property for anyreason.

Ananalysiof transferredpropertiesrecentlyboardedin Clevelandvasdonefor 2010through2019.A
property wasconsideredecentlyboardedif the board-up occurredsixmonthsbefore or sixmonths
after the transferdate. Figure4 showsthe total numberof boardedhomespurchasedy businesseand
individualsandthe percentage®f total purchasesln 2010,boardedhomesmadeup almostten
percentof allhomespurchaseddy a businessThatpercentagegradually droppedthroughthe study
periodandboardedhomesonly madeup 3.5 percentof homesboughtby a businessn 2019.
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Unfortunately,the decreasewasnot dueto businesseduyingfewer boardedhomes,but rather
buyingmore homesoverall. Thepercentageof boardedhomesby individualsstayedrelativelysteady
overtime, remainingaroundtwo percenteachyearfrom 2010to 2019.0naverage pusinessesind
individualseachpurchasedabout 126 boardedpropertieseveryyear.
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Atfirst glance the overalllow numberper yearandlow percentagemaynot seemproblematicfor
severelydistressechomestransferringin the Cityof ClevelandHowever distressedsalescanoccur
repeatedlyovertime in aconcentratedgeographiarea.lf this is the case the distressedsalescanserve
to destabilizea streetor neighborhood Figure5 mapsthe densityof all salesfrom 2010to 2019that
hadarecentboardup wherethe buyerwasabusines®r anindividualandit revealsa concentrationof
thesesalesin the majority AfricanAmericaneastsideof Clevelandand afew nearwestneighborhoods.
Highestdensitiesare seenin Glenvilleinto St. ClairSuperiorand Buckeyesouth of ShakerSquarento
Mount Pleasantind UnionMiles. BroadwaySlavicVillagealsohasa high concentrationof distressed
sales Westsideneighborhooddhavetwo areaswherethesesalesare prevalent,but lessdensethan
eastsideneighborhoodsTheyoccurredin ClarkFultonand Stockyardsand where Detroit Shoreway,
CudellandWestBoulevardcometogether.
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Figure5

1-3 Family Property Sales with a Recent* Board Up
Business & Individual Buyers y
City of Cleveland 2010 - 2019
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or 6 months after sale

Buyinga severelydistressechomeor arental in needof somerepairsA & ifil@r@ntly problematic.Many
investorssuccessfullyeturn homesto productiveuseby either sellingarehabbedhomeor rentingout a
homeli K S &eaf&l.In mostcasesrehabandrepairto ahomewill require permits. Basedon the
housingquality data previouslyreviewed,it would be expectedto seeafair amountof permit activity
after the sale.Constructiorpermit datafrom 2018and 2019 isreadilyavailableand wasmatchedwith
the salesdata,lookingfor any property transferthat had a permit pulledwithin sixmonthsof the
transferdate. Thatwasthen brokendowninto the two submarketsgastand west,andtwo buyertypes,
businessand individual,to discernanydifferencesor similarities,whichcanbe seenin Table4 aswell as
mappedin Figuress and 7. Thetable alsoseparatesut buildingpermitsfrom all constructionpermits.
All constructionpermitsincludespermitsfor electrical, HVACplumbing,and other mechanicalsaswell
ashuildingpermits. Buildingpermitstypicallyrequire more substantialwork, alterations,and/or
improvementto a structure.
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Table4 1-3 FamilyPurchase®018& 2019with Cityof ClevelandPermitData

%of Purchasesvith any  %of Purchasesvith
ConstructionPermit BuildingPermitwithin 6

Buyer within 6 Months of Months of Transaction
TransactiorDate Date

Busines&ast 9.37% 4.14%

IndividualEast 9.49% 4.01%

BusinesdVest 12.17% 7.97%

IndividualWest 9.12% 5.82%

Thereare severalobservationsvorth noting. Whenlookingat all constructionpermits, both eastside
buyertypesandindividualbuyerson the westsideare pullingpermitsat aboutthe samerate: nine
percent.Businessesn the westsideare pullingpermits 12 percentof the time after apurchasdn 2018
or 2019.Basedon the housingquality data (andthe greaterneedfor repairs),it wasexpectedthat there
would be more permitspulledon the eastside.Individualbuyerson the westsideof Clevelandvere
buyinghigherquality homes(needingfewer repairs)than eastsidebuyers,yet they are pulling permits
at aboutthe samerate. Thisleadsto the conclusionthat manyeastsideinvestorsare simply
speculatingmakingrepairswithout permits, and/or moving tenantsin without makingrepairs.
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Figure6

1-3 Family Property Sales with a
Recent* Construction Permit
Business & Individual Buyers
City of Cleveland 2018 - 2019
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Thedisparityis evenstarkerwhenrestrictingthe analysigo only buildingpermits. Eastsidebuyerspull
abuildingpermit after purchaseonly four percentof the time. Westsidebusinessesire at abouteight
percentandindividualbuyerson the westside areat 5.82percent. Thatlaststatisticis possiblythe most
disconcertingIndividualbuyerson the westsidehavebeenshownto be purchasinghe highestquality
housingout of the four groups,yet they are pulling buildingpermitsat a greaterrate than both buyer
typeson the eastside.Figure7 belowdoesan excellentjob of showingthis disparity.Onthe eastside,
there isasmallhot spotin LeeHarvardand an evensmallerareain Glenvillewith someslightbuilding
permit activity. Thewestside hasalargehot spotwhere Detroit Shorewayand Ohio Citymeetandalso
decentsizedhot spotsin OldBrooklynandY I Y YQQraers Andlastly,of the 491 transactionan 2018
and2019that hadarecentboardup, only 155,0r 32 percent,hada permit pulled within sixmonthsof
the purchasedate. Whenlookingat only buildingpermits, that numberdropsto 99, or 20 percent. This
indicatesthat the most distressedproperty acquisitionsare largelyremainingin poor condition.
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Figure7

1-3 Family Property Sales with a
Recent* Building Permit
Business & Individual Buyers

City of Cleveland 2018 - 2019
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Thepermit dataindicatesthat investorbuyersare generallynot doingsignificantproperty rehabilitation
or repair. Anothergoodindicatorof the quality of investoractivityis compliancewith rental
registration. Forthis analysisthe focusis on bushessbuyers,asa businesuyercannotbe anowner-
occupantof aresidentialproperty, whereasanindividualcouldbe either an owneroccupantor a
landlord.Figure8 below presentsrental registrationinformationfor 2017¢ 2019for businessuyers.A
propertyis consideredegisteredif the newbusinesowner obtainsa rental registrationwithin six
monthsof the transferdate. Whilerental registrationcompliancencreasedrom 2017to 2019,only
about 20 percentof businessesegisteredtheir property over the three years Acrossallthree years,
eastsidebusinessefadregistrationratesaboutfour to five percenthigherthan westsidebusinesses.
Thismayindicatethat morewestsidebusinessegrefocusedon rehabilitationandsellingasopposedto
beingalandlord.Theconstructionpermit datasupportsthis to someextentaswell. Eastsidebusinesses
went from registeringtheir properties16 percentof the time in 2017to 28 percentin 2019.Westside
businessesawsimilargrowth; registeringproperties 11 percentof the time in 2017andup to 23
percentin 2019.0Overallthough,theseare lower than expectedrental registrationlevels,especially
consideringhe alsolow levelsof permitting seenin the previoussection.
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Figure8
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Theinformation presentedin this datasectionhasprovided a robustreview of investoractivity in
Cuyahog&ountyfrom 2004to 2020.Thereare severalimportant conclusiongo be drawnfromit. First,
businessesre makingup a higherproportion of buyers of 1-3 family homesandthis proportion has
beenincreasingsinceat least2012acrosghe county. Everysubmarketsawits percentageat least
doublesince2004.I1n 2020,the eastsideof Clevelanchad more businesduyersthan any other type of
buyerat 46 percentof all buyersin the submarket.Thewestsideof Clevelandand eastinner suburbs
hadmore than a quarter of all buyersasbusinessesBusinesduyersand residential property investors
in generalare makingup alargerand largerportion of the housingmarket. Municipalities, courts,
county government,and other regulatory bodiesneedto adjusttheir approachto housingrelated
issuesto accountfor this changein the landscape.

Pricedata countywideand other housingqualityindicatorsspecifc to Clevelandndicatethat businesses
tend to buy at the bottom of the market. Lowerquality housestypicallyhavemore codecompliance
issuesand municipaltools to addresghis will needto betailoredto takeinto accountthat more and
more of thesepropertiesare businessandinvestorowned. Onthe eastsideof Clevelandthere no
longerappearsto be delineationbetweenbusinessuyersandindividualbuyers.Theyboth buy at
aboutthe sameprice points and both buy similarlydistressedoroperties.At suchlow medianprice
points,it isreasonabldo assumeanostbuyersareinvestors either businessnvestorsor individuat
investors With this submarketturning overinto predominatelyrental housing,policy makersneedto
considerhow bestto promote goodlandlord-tenant relationshipsand alsohow to createprogramsto
help thosewanting to becomeowner-occupants Thosetypesof policieswould alsobe beneficialto the
other submarketdn CuyahogaCountyastheir ratesof investorbuyerscontinueto remain highaswell.

Thedatapresentedpointsto three lessthanideal possiblescenariostakinginto consideration
information on purchaseprice,housingquality, permits,andrental registration.1) Businesseare
speculatingor otherwiseholdingproperty without improvingit through permitted rehabilitation.2)
Businessearerenting property without registeringit, obscuringt from the rental inspectionprocess
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andleadsafehousingrequirements 3) Businesseare renovatingproperty without pulling permits,
raisingquestionsof safetyand quality of workmanship Currentpoliciesin placedo not adequately
accountfor the increasein businessentities owning residentialreal estate and the problems
presentedwhen these businessentities cannotor will not addressissuesof codecompliance,
property registration, landlord-tenant, and/or other behaviorexpectedof responsibleproperty
ownersand housingmarket participants.

Examininglnvestor Activity through Housingt NP ¥ S & Bxbetishtefard Q
Obsenations: A Qualitative Approach

Datapresentedin the sectionabovedemonstrateshe rise of investorownersin Cuyahogaountyand
more specificallythe dataon housingquality showsthat codecomplianceefforts and other policiesare
neededto addresgherisein investorowners.In additionto the data,the VAPAQnvestorWorking
Grouphasobservedseveraldifferent fact patternsor archetypesof investorownersthat havebeen
shownto be problematic.Thefact patternsdiscussedn this sectionare not inherentlynegativeon their
own, but havebeenshownto often leadto adverseoutcomesfor structures,tenants,and neighbors.t
shouldalsobe noted that the investorbehavioroutlinedin this sectionis not designedo be exhaustive
andnew investortacticsare alwaysemergingbasedon housingmarketoutcomesand policyresponses.

Bulk PropertyManagers

Thefirst archetypecanbestbe describedasa one stop shop.Thisinvestormayhavestartedout asa
property manageror maybebuyingand managinga few propertiesthey owned. Theyarelikelylocalto
Cuyahog&ountyor NortheastOhio.Overthe years they expandedo bringingin outsideinvestorsas
owners,while they servedasbrokerandproperty manager.Theymayalsoprovidelandscapingsnow
removal,pestcontrol, and similarserviceghat allow anotherinvestorto simplybuy a property and
remaincompletely handsoff. Onecanseehow this arrangementwould be attractiveto newinvestors,
especiallythosenot localto NortheastOhio. It alsohasthe potentialto be beneficialto local
governmentsaswell to havea singlepoint of contactfor manyproperties, if the bulk property manager
maintainspropertiesandis responsiveo codecompliancerequests.

Despitethe opportunity for positiveoutcomes the VAPAQnvestorWorkingGrouphasobservedmany
instancesvherethe bulk property managerarchetypeleadsto negativeoutcomesfor the new
investors tenants,and neighborhoodsThefirst exampleis the contractbetweenthe bulk property
managerandthe property owner. Somecontractshavebeenobservedto be structuredsoit isto the
benefit of the bulk property managerto evicttenants.Thefee schedulevorkssothat they gainthe
mostmoneyfrom evictingtenantsand placingnew tenants;and not from collectingrent and
maintainingthe property. Thiscanoccurin anyproperty managefproperty owner relationship,but was
discoveredn researchingulk property managerenterprises.Theproperty owner doesnot benefit
underthis type of contactbecauséahey are payingfor evictionand placementand not receivingtheir
portion of the rent. Tenantsare negativelyimpactedbecausehey are more likelyto be evicted? 33 and
neighborhoodssufferfrom instabilitydueto tenantsmovingin andout of the neighborhood.The
primarybeneficiaryisthe bulk property manager Somepoliciesthat will be consideredn more detail

32 MeganE.Hatch& JinheeYun(2021),LosingYourHomels Badfor YourHealth:Short and Medium-TermHealth
Effectsof Evictionon YoungAdults,HousingPolicyDebate 31:3-5, 469489

33 JackTsai& Minda Huang(2019),SystemidReviewof PsychosocidfactorsAssociatedvith EvictionsHealthand
SocialCarein the Communityel ¢ e9 https://onlinelibrary.wiley.com/doi/epdf/10.1111/hsc.12619
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later to combatthis are legislativeinitiativesthat allow tenantsto & LJito& (i lagdgrovidetenant
representationduringevictionhearings.

Anothernegativeoutcomethat hasbeenobservedswhenthe bulk property managercomesto
dominateor at leasthavea greatdealof influenceovera particularsubmarket ThisR 2 S &happei
quickly,but the InvestorWorkingGrouphasobservedsituationswhere a bulk property manager
becomescomfortablewith the dynamicsof a specificsubmarketandthen steersmanyof their new
clientsto purchasen that submarket.Theymayevenbuy homesthemselvesandthenin turn sellto a
newinvestorfor whomthey canbe the property manager.Targetareasare frequentlymiddle
neighborhoodsvhere housessellfor $60000to $120,000.Theinvestorbuyersremovehomesthat
would otherwisebe affordablefor low-and-moderateincomebuyers.Whensucha monopolytakes
hold, the bulk property managercontrolswho canenter and exit the marketand controlsprice points
for saks. Thiscanbe especiallyproblematicin middle neighborhoodghat havehadalong history of
owner-occupancyAsthe bulk property managercontinuesto acquirepropertiesfor their clients,home
ownershipopportunitiesdwindle. Pricesdrop presentingeven more buyingopportunitiesfor the bulk
property manager At this point, property maintenancessuesandincreasedevictionsk | @ Syem (i
beenmentioned.Addthosein with the marketdynamicsoutlined aboveandit becomesapparentthat a
housingmarketmonopolyby a bulk property manageresultsin negativeneighborhoodoutcomes.

Thelastissueto be raisedwhendiscussingdpulk property managerds not only problematicwith this
archetype but rather canbe presentin anyowner ¢ property managenelationship. |t is simplyincluded
herebecausedt wasoften presentwhenresearchindulk property managersandit occurswhenneither
the property managemor the ownerwill makerepairsto a structure. Theownerwill saythat the
property managetis not makingthe repairsdespitethe owner givingthe okayandthe property
managerwill saythat the ownerhasnot giventhe okayor hasnot providedthe moneyto makerepairs-
analltoo frequentoccurrencewith anout-of-countyor out-of-state owner. TheVAPAQnvestor
WorkingGrouphasobservedsomeinstanceswvhere over50 percentof the propertiesundera property
managethavecodeviolations.Whilethe ownerand property managethavethis backandforth, the
tenantisleft with aproperty or unit in disrepair.Gties that limit enforcementactionto only the titled
owner in these caseshinder themselvesin trying to achievecodecompliance Inresearchinghese
casesthe InvestorWorkingGrouphasuncoveredsuccessfuéxamplesvhere citieshavebrought
property managersnto courtto gaincompliance Suchcaseswill be coveredmore thoroughlyin the
PolicyRecommendationSectionbelow.

TheAgentWeb
Thenextinvestorarchetypeto be discussedacksthe organizedoroperty managemeninfrastructureof

the bulk property manager Butlike the bulk property manager they likely started out asaninvestor
themselvesSincethoseinitial purchasesthey haverecruited other investorsto the NortheastOhio
housingmarketthroughreal estatemessagéoards,YouTuberideos,real estated 3 dzhEkizietters,
andthe like, creatinga web of investorsall thinly linked. Theoriginalinvestorlikely servesasthe
statutory agentfor anynew investorsbroughtin and mayevenconsulton how to structuretheir
investingbusinesdo limit liability. Havingnew investorsenteringthe housingmarketA a ye@egsarily
negativeoccurrenceln fact, asthe Clevelancareamarketrecovered newinvestorswere neededto
moveabandonedpropertiesbackinto productiveuse.Problemsoccurwhen newinvestorsin this web
do not understandthe time andmoneynecessaryo properlyrehaba homeor maintainit asarental.
Often, the originalinvestorhaspitchedreal estateinvestmentasa turnkey enterpriserequiringno or
minimaladditionalinvestmentbeyondthe initial purchaseof property.
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Theresultinginvestmentweb endsup lookinglike a combinationof a pyramidschemeandabad game
of telephone.Trackinghe different ownerswithin this web is difficult by design thwarting code
compliane efforts. Theoriginalinvestormademoneyon initial investmentswith either successfullips
or beingableto identify stablerentals. Theynow obtain residualincomethroughfeesassociatedvith
servingasstatutory agentand possiblythroughnewslettersor videos.Thenextgroup of investorsin the
webR 2 S #g/qQiié aswell andin turn brings in newinvestorsthat are handedoff those mistakeswith
misguidedor makintendedadviceon howto improvethe investment.Thiscontinuesasthe worst
propetties aredumpedonto the leastpreparedinvestors.TheCity of Clevelanchaslegislationto deal
with this endlesscyclingof the worst properties.Oncethe structureis condemnedgveryownerin the
chainof title isjoint and severallyliablefor demolition costsandthe city canbringacollectionssuit
againstanyandall ownersto recoupcosts.However policiesare neededto addresgproperty cycling
prior to condemnationin orderto keepstructuresin good condition before demolition isthe only
remedy.

Propertycyclingh & jisfar the worst propertiesandA & jis®s@enin the Webarchetype Through
researchby the VAPAQVorking Group, property cyclingwasdiscoveredo bein useto avoidlegaland
financialresponsibilitiedn two different scenariosalthoughmore mayexist.Both scenariosaninvolve
asingleownerusingmultiple LLC$f they want to retain ownershiplongterm. Thefirst happenswvhena
violationnoticeisissued.n Clevelandan ownerhas30 daysto correctthe violationsor file an appeal,
often simplyfor more time to makerepairs.However if the property transfersduringthat 30-day
windowthe violationnoticegoesstale,for lackof a better term. Anownerlookingto get out from a bad
investmentcanfind an unwitting buyerand not haveto worry aboutbeingprosecuted.Theycouldalso
createanotherLLCandtransferthe property from one LLQo the other, continuingto collectrent or
searchfor that unluckynext buyer.New policy approachesor legislationare neededto be sure
property investorsreceivingviolation noticesare held accountable Thesecondscenaricoccurswith
utility bills. 1t hasbeenspecificallyseenwith water bills,and mayoccurwith other utilities. In this case,
the ownerdoesnot paythe bill, lets the water eventuallyget turned off, then transferstitle to another
LLGand getsthe water turned backon leavingthe utility to try andcollectthe balancefrom the previous
LLC.

Thisleadsto anotherpolicyquagmireuncoveredwhile researchinghe web archetype.Someof the
statutory agentsat the centerof thesewebsencouragenew investorsto setup singleassetLLCsThe
only assetof the companyisthe singlepropertytitled to it andthe challengeghat presentsare twofold.
Thefirst involvescodecompliancewhichis reallya problemwith anyresidentialreal estateunder
corporateownership,but seemsexacerbatedvhenA (aSidgk assetLLCManyresponsiblebusiness
ownersmaintaintheir propertiesand repairthem whennecessaryHowever there are instanceswvhere
businesownersdo not complywith violation noticesand mustbe broughtinto court. Thisiswherethe
processof attainingcodecomplianceoften stalls,particularlywith businesowners.Housingcode
violationsare criminalprosecutionsBusines®wnersactingin badfaith simplydo not appearin court. A
businessannotbe jailedandif it is a singleassetentity, and finesmaynot be a sufficientdeterrent.
Thatbringsusto the secondchallenge Citiesbill ownerswhenthey boarda structure, cut the grassor
demolisha structure.If the owner failsto paythe bill, a city will gothroughthe collectionsprocessBut
if the ownerisasingleassetl L Cthere isnothingto collect.Policychangesare neededto closethe
prosecutiongapbetweenindividualsand businessesandto addressthe collectability of certain
businesses.
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Locallnvestorsfrom Smallto Large

Lastly it isimportant to take the time hereto discusdocalinvestorsgenerally regardlesf scale.First,
there are manysmallerinvestorswho residein the areaand hold smallportfolios of investment
properties.TheCenteron UrbanPovertyand Commnunity Developmenitat Casé/NesternReserve
Universitypublisheda study?* on Clevelandandlordsin September2020that providesfurther detailson
this type of investor.Theauthorsdiscoveredhat 62 percentof landlordsutilize a Clevelanchddressand
only 13 percenthavean addressoutside Cuyahogaounty.Throughthis researchthree typesof
investorswere discoveredwith two typestendingto be localsmalllandlords.Thefirst type hasa small
portfolio of propertiesthat are generallyin goodcondition, with 92 percentowningonly one property.
Eightysevenpercentof theseinvestorsare basedwithin Cuyahogaounty. Thesecondtype of landlord
alsohasa smallinventorywith 91 percentowningasingleproperty, but the propertytendsto bein bad
condition. Eightynine percentof theselandlordsarelocal.

Thesetwo typesof smallinvestorsare sometimesmore willing to work with tenantsand municipal
officialsto makesurepropertiesare well maintained. Becausehey are local, it is easierto hold them
accountablefor codecitationsand servea court summonsf needed. Thesenvestorstend to be more
vulnerableto marketcyclesand maynot havereadyaccesgo the cashneededfor routine maintenance.
In somecasessideagreementsare madewith tenantsto handlesomeof the maintenanceasksfor a
reducedrent, or the landlord maintainsthe property personallyby handlingmanyrepairsand
maintenancdasks.Becausereditaccessanbe anissuefor theseinvestors private hard money
lenderssometimesprovidecapitalfor the purchaseandrehabof theseinvestmentpropertiesandcan
forecloseif the mom and pop investorcannotkeepup their loan payments

Thethird groupof investorshaslargerinventoriesandis morelikelyto be basedoutsideof Cuyahoga
County ThePovertyCenterstudyidentified largerlandlordsasmakingup 11 percentof the landlord
universe but 33 percentof rental propertiesand 30 percentof rental units. However,a portion of the
11 percentwasnon-localownersfor that study. Largedandlordstendedto haveat leastone propertyin
badcondition, higherchanceof tax delinquencyand higherchanceof owninglow valueproperty. It
shouldalsobe noted that largerlandlordsmayfall into the bulk property manageror agentweb
archetypespreviousoutlined, which canoften leadto lessdesirableoutcomesfor tenantsand property.
Thegoodnewsfrom the PovertyCenterstudywasthat largerlandlordstendedto participatein

I t S @S fertayrdyigtyy. Responsibléargeinventary landlordsare instrumentalin maintaining
Cuyahogd 2 dzy rérdafhéusingstock. Thehigherinventorybetter enablesthem to weather
unfavorablemarketconditions,at leastlongerthan smallermom and pop landlords.Theyalsotypically
will haveeasieraccesgo credit, capital,and expertiseto maintainquality housingunits. Policies
directedto helpresponsibldandlords,from thosewith one unit to thosewith morethan one hundred,
isvital to the overallhealthof Cuyahogd 2 dzy libésidgimarket.

34 https://case.edu/socialwork/povertycenter/sites/case.edu.potyenter/files/20206
10/Landlords 09022020r_accessible%20%281%29.pdf
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PolicyRecommendationd88asedon
Quantitative and Qualitative Dataand Conclusions

Asinvestors,andin particularLLCand other corporateowners,continueto makeup alargerportion of
residentialreal estateowners,policyapproachego codecompliance, property maintenanceprograms,
andrenter/landlord assistanceeedto keeppaceandevolvewith the changinghousingmarket. Gone
arethe dayswhensinglefamily houseswere dominatedby owneroccupants While such
neighborhoodgo still exist,manyothers havea mix of owner occupantsandtenantsrenting from
landlordsbig and smalland other neighborhoodshavetransitionedto predominatelyinvestorowner
rental properties.Housingpolicy,particularlycodecompliance needsto reflectthis newreality. VAPAC
recognizeghat anysinglepolicychangecannotbe seenasasilverbullet to addresghe risein
irresponsiblenvestorownedresidentialreal estate.Understandinghat, adoptingasmanyof these
policiesaspossiblewill help communitiesmaintain andimprovetheir housingstock,mitigate
unscrupulousehaviorfrom investorsandlandlords,and helptenantshaveaccesgo highquality rental
units. Wealsorecognizehat there are manyresponsiblenvestorswho operatein compliancewith
lawsc¢ our recommendationsre aimedat investorsengagedn practicesthat underminecommunity
value,healthandstability.

Basedbn overthree yearsof researchinto investorowned property, VAPAGnakesthe following policy
recommendationsRecommendationare separatedout by the type of governmententity that should
undertakethe recommendatiorand eachspecificrecommendatiomoteswhetherit isan
administrativechangeJegislativechange or both.

Recommendation$or Municipalities

A) Hold accountableevery personor entity with aresponsibilityto maintain property
**|_egislativeand Administrative**

Codecomplianceactionsneedto go beyondthe titled owner. Thisis of particularimportancewhenthe
titted ownerisnot localto the areaor otherwiseabsentee TheCityof SouthEuclidhashadagreatdeal
of successn bringingproperty managersor agentsin-chargeinto courtin casesvherethe titled owner
will not appear.Theyhavegainedcomplianceon that particular problemproperty and alsoset
expectationdfor other propertiesmanagedoy the companyor agent.

Toachievethis result, SouthEuclidusestwo sectionsfrom Chapterl411of their localordinanceg®. The
firstis 1411.04(d)whichdesignatesalocalagentfor non-localowners:1411.04(dNOTICBF
VIOLATION the owner of anyimprovedreal estateis not a residentof Cuyahogaounty,suchowner
shalldesignateandfile with the HousingManagerthe name,addressandtelephonenumberof anagent
whois aresidentof Cuyahogaountyfor the purposeof receivingall noticesof inspection,orders,or
otherwisefrom the Cityof SouthEuclidrelativeto suchimprovedreal estate.Serviceof notice upon
suchresidentagentshallbe deemedto be notice uponthe owner. Thesecondis 1411.05whichallows
for the agentaswell asthe ownerto beissuedaviolationnotice: 1411.05NONCOMPLIAN®ETH
NOTICEVheneverthe owner, agent,lessor lesseepccupantor operator of a structureor premises
fails, neglectsor refusesto complywith any notice of the BuildingCommissioneor anyinspector
officially sodesignatedby the Mayor, the Commissionemayissuea noticeto suchowner,agent,lessor,

35 https://codelibrary.amlegal.com/codes/southeuclid/latest/seuclid oh?80-18349#JD Chapter1411
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lesseepccupantor operatorthat heisin violationandshalladvisethe Directorof Lawof the
circumstancesindrequestthe Directorto institute appropriateactionat lawto compelcompliance.

Sincel960,the definition of ownerin/ f S @ S HdusfhgCQdesectiond Y 8dthe owner or ownersof
the premisesjncludingthe holder of title thereto subjectto contractof purchaseavendeein
possessiona mortgageeor receiverin possessionalesseeor joint lessee®f the wholethereof or an
agentor anyother person,firm or corporationdirectlyin control of the premises(363.12§® Bespite
oagent beingincludedin the definition of downerg, Clevelanddoesnot currently issueviolationsto
agents If it isdeterminedthat current codifiedordinancesdo not allow Clevelando prosecuteagents
in-charge they couldadoptlegislationsimilarto South9 dzO f Thisls@ldo@pplicableto any
municipalitynot issuingnoticesto agentsin-chargeand/or property managersvhere appropriate.ln
additionto SouthEuclid,FranklinCountyEnvironmentalCourtnoteson the FAQsectiort’ of their
websitethat the Cityd Y l[cRooseto cite andbring criminalchargesagainstthe owner,the2 ¢ y S NI &
agent,and/or other personsin control of the LINB Y AViitB thedkbbalization of real estate, where an
owner canresideanywherein the world, includingagentsin-chargeon violation noticesis a necessary
steptowards effective codecompliance.

B) Requirelocalagentin-chargefor non-local property owners
**egislative**

Buildingoff the aboverecommendationmunicipalitiesshouldrequire non-local ownersto designatea
localagent-in-chargeto receiveofficial correspondenceelated to inspectionsorders,or otherwise,
similarto what is notedin Chapter1411.04(d)of South9 dzO fcddiRe@drdinances Sucha designation
will allow directcommunicatiorbetweena personin control of the property andthe municipalityfor
purposesof resolvingcodecomplianceor other issuesTheCityof Clevelanchassimilarlanguagen

their rental registrationordinance.Chapter365.02(b) (3) states:a Ith& owner of arental unit residesor
is locatedoutsideof Cuyahogaounty the name,currentaddresstelephonenumber,and email
addressof anagentdesignatecby the owner, who is a natural person andwho resideswithin Cuyahoga
County,andwho is authorizedby the ownerto receiveserviceof a Noticeof Violationon the owner's
behalf. Anagentdesignatedunderthis sectionshallbe of soundmind and at leasteighteen(18)yearsof
age.It isthe owner'sobligationto notify the Directorin writing, of anychangein the name,address,
telephonenumber,and/or emailaddressof anyagentR S & A 3 yftishibi@dReRliéterminedif Cleveland
canusethis sectionof codein amannersimilarto SouthEucid for agentin-chargecodecomplianceput
if not, what changeseedto be madeto do so.Othermunicipalitiedookingat this type of legislation
canuseSouth9 dzO fagpfaziasatemplate.

C)Expediteenforcementof existingproperty maintenanceviolations againstnew owners
*Administrativeand Legislative**

Whenfacedwith havingto complywith housingcodeviolations,unscrupulousnvestorshavebeen
knownto avoidaccountabilityby simplytransferringthe property to anotherlimited liability company.
Many suburbsin Cuyahogaountyhavehad point of saleinspectiongprior to a property transferring.
Andwhile the exactmechanisnmmight varyslightlyfrom onecity to the next, there typicallywasa
procesdor anycodeviolationsfound duringthe inspectionto transferfrom the currentownerto the

36 https://codelibrary.amlegal.com/codes/cleveland/latest/clevetiroh/0-0-0-16193
37 https://municipalcourt.franklincountyohio.gov/Courts/Environment@burt/Docket#DocketsFAQs
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newowner. Tworecentcourt decisionshaverequiredcitiesto rethink their point of saleordinances,
opting for exterior only or anothermechanisnthat R 2 S &uwy &aul of the recentrulings® *°. TheCity
of Clevelandloesnot havea point of saleinspection However,Chapter367.04(d) of the Cleveland
ordinancesstatesd ! y5w@yeror grantee,by land contractor otherwise,of adwellingbuildingor
structure,shallbeginat the date of transferto complywith anynotice obtainedor to be obtained
pursuantto Section367.12,andwithin ten (10)daysof the date of transfer,shallnotify the
Commissionerin writing, of the actionsthat will be takento comply. TheCommissionemaythen
establishareasonablgimeto O2 Y LJ & ®¢

In addition, Section5301.253° of the OhioRevisedCodestatesthat housingcodeviolationstransferto
the newowner. Specificallyg ! yiaiceor order of acourtor of a housingor buildingauthority of the
state or a political subdivisiorthat relatesto aviolation of the buildingor housingcodeof the state or
any political subdivisionrandthat appearson the publicrecordsof the issuingauthority is notice to all
subsequentpurchaserstransfereesor anyother personswho acquireanyinterestin the real property
in whichthe violation existsand may be enforcedagainsttheir interestin the real property without
further notice or ordertoll K S Y ® ¢

Historicallythe City of Clevelan@ BawDepartmenthasrequired that violation noticesbe servedto all
partiesthrough certified mail, whichrequiresthe O A (Bail@idgand HousingDepartmentto retraceits
stepsandissuea new notice of violation to the new owner, whichin the caseof anabsenteeowner, is
often not attainable Extensivestaff resourcesare expendeddoingdiligentsearchego trackdown all
parties,whichoften arenot fruitful. Eventhoughpropertiesare postedwith the violationnotice, thisis
not deemedsufficientby the city to meetthe requirementof alegalsummons It is vitally important
that the work doneby housinginspectorsand supportstaff not goto wastesimplybecausea property
transfered to anewtitled owner. VAPACecommendghat findinga solutionto this delaybe atop
priority goingforward for the LawDepartmentandthe Buildingand HousingDepartment,whetherthat
be throughnew procedurespewregulations new city ordinancesor a changein state legislation.

D) Make better useof both criminal and civil proceedingsfor codecompliance
*Administrativeand Legislative**

Often, simplyreceivingaviolation noticeis enoughto getan ownerto comply. Theymaynot have
realizedthere wasanisaue or had simplybeenputting off the repair. Formanyother owners,the court
appearancewith possiblecriminalconsequencess usuallyenoughto gaincompliance Thereare some
ownersthough, usuallyinvestorsand often a businessyhere compliancecanbe difficult to achieve.
Misdemeanorcriminalproceedingsneanlittle to anout of stateinvestoror abusinessAbusinessloes
not fear jail time or acriminalrecord.In thesecasesthere shouldbe a dual criminaland civil approach
to gainingcompliane. FranklinCountyoffers an examplethrough ColumbusrdinanceChapter4701.99
D.In additionto criminalpenalties,the court mayimposea civil forfeiture of $100for eachdaythe
ownerhasfailedto comply.Thedirector maythenfile acivilactionto recoveranyaccumulateccivil
penalties.Thisdualapproachcanprove effective,especiallyfor investorsconcernedabouttheir bottom
line. Additionally,flexibility in codecomplianceproceedingsnaybecomenecessarygiventhe recent
changedo Ohiolaw now allowingfor the creationof what are called"series[ [ /irBOhioRevisedCode
section1706.Clevelandind other OhioO A {ickirdiral@deenforcementsystemsare currentlyill-

38 hitps://casetext.com/case/jasoithompson2408hillview-llc-v-city-of-oakwood 1
39 https://casetext.com/case/pundv-city-of-bedford-1
40 https://codes.ohio.gov/ohierevisedcode/section5301.253
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preparedto effectivelyaddresshe potential for badactorsto useseriesLLCasvehiclesto escape
accountability.

E)Expandright-to-counseland enactpay-to-stay and sourceof incomelegislation
**[_egislative**

ClevelandCity Councilpassedaright-to-counselordinancein October2019.Whilethe pandemic
presenteduniquechallengego the roll out of the program,93%of tenantsreceivinghelp underthis
programfrom July2020through December2020avoidedevictionor aninvoluntarymove. Additionally,
landlordsreceived$3.8million in rent relief administeredby CevelandHousingNetworkthroughthe
legalassistancgrovidedto tenants. A story by WKSUhotesthat half of tenantsseekingio remedybad
conditionsin their rentalswere ableto do sa*2. Without right-to-counselrepresentation thosetenants
wouldlikely be evictedand a newtenant movedinto the unit asit remainedsubstandardCurrently,
rightto counselis availablefor familieswith childrenwho are at or below 100%of the federalpoverty
line. VAPACecommendsavorkingtowardsexpandinghis programbasedon its initial successes.

A companionrecommendationto expandingight to counselisto enactpay-to-staylegislatiorf®. Ohiois
oneof onlyfive statesto allowlandlordsto file evictiorsimmediatel for nonpaymentof rent. Asnoted
in the BulkPropertyManagerarchetype someproperty managersappearto useevictionsto boostfee
collectionfrom owners.Payto Staywould be agoodwayto curbthis practicewhere property managers
arefiling to evictimmediatelyfor nonpayment.UnderPayto Stay,landlordsreceivefull rent dueanddo
not experiencdossof incomewhile placinga newtenantif an evictionhadtakenplace.Tenantsare
ableto remainin their unit and not experiencehousinginstability. Payto Stayshouldnot be usedasthe
solereasonto keeptenantsin arental unit if there are other reasongo evictbeyondnonpaymentof
rent.

TheStateof Ohioprovidesno protectionto tenantsbasedon sourceof income. Onlya handfulof cities
in NortheastOhiocurrently offer suchprotection. Thismeansthat landlordscanrefuseto rentto a
tenant basedon their sourceof income,often makingit an uphill battle for tenantswith HousingChoice
Vouchersor disabilityincometo find stablehousing Expansiorof sourceof incomecounty-wide would
goalongwaytowardshelpinglow incometenantsfind andretain stablehousingand help levelthe
playingfield for all tenants.

F)Enhanceenforcementof rental registration and lead safecertification ordinances
**|_egislativeand Administrative**

VAPA@ncourageshe Cityof Clevelandand other municipalitiesto continueand/or recommitto efforts
aimedat increasingental registrationcomplianceand compliancewith leadsafecertifications
Compliancewith both ordinanceggohandin hand.Thisshouldincludecrossreferencingdatasources
from partnersboth internal and externalto a city aswell ascommunitygroups.Thereshouldalsobe
sharingof rental registrationdatabaseinformation betweenmunicipalities If initial outreachdoesnot

41 https://lwww.unitedwaycleveland.org/righto-counselprevented93-of-clevelandfamily-evictionsin-first-six
monthsof-programthat-provideslow-incometenantswith-free-legatassistance/

42 https://lwww.wksu.org/governmenipolitics/2021-07-02/clevelandright-to-counselshowspromisingearly-
resultsfor-tenantsand-somelandlords
https://staticl.squarespace.com/static/59e6491b9f8dce817446bdc6/t/6008a1fce8399468907e8b6d/161117849
2595/P2S+Pager+%285%29.pdf
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resultin compliance escalatingenforcementactionsshouldbe takenuntil compliances gained.
Registeredentalsthat are property tax delinquentshouldbe referred to the countyfor additional
outreachin order for the property ownerto enterinto a paymentplan. Arobustrental registrationisin
the bestinterestof aO A (resideats rental housingstock,andthe caseof Clevelandthe LeadSafe
Clevelandnitiative.

G)Requireaninterior and exterior inspectionincludingassessindead hazardseverythree years
*Administrative**

Workingwithin the confinesof the OhioSupreme 2 dzR&rt€voutH{* decision municipalitiesin
Cuyahog&ountyshouldwork to inspectall rental propertieseverythree years.Eachmunicipality
shouldalsohavea programin placeto ensurethat rentalsareleadsafe./ f S @ S leddsafRitit@tive
hasbegunandthe LeadSafeAuditoris monitoring progres$®. Thesuccesseandfailuresof this program
will beimportant for other municipalitiesto watchasthey considertheir own leadsafelegislation.

H) Considerconductinga new door-to-door property surveyand beginfocusingon occupiedGD-and F
properties
**Administrative**

Thelastcitywide property surveyin Clevéand wasconductedby WesternReservd_andConservancin
the summerof 2015'%, oversixyearsago.Themajority of eastsideneighborhoodsvereresurveyedn
2018". Whileimmenselyhelpful at the time, thosesurveysare now outdated. A new surveywould
identify areasof the city that haveexperiencedmprovedproperty maintenanceandother areasthat
would needa concentratedeffort of multiple city departmentsto providerepair capitalandcode
complianceactions.It would alsoprovidean excellentpoint in time datapiecefor estimatingvacantand
distressedstructures.Suburbammunicipalitiesshouldalsoconsidersurveysdependingon
circumstancesNeighboringcitiescouldpartnerto createeconomiesof scale,andattract grantfunding
for aproperty suney project.

I) Createan MOU between public housingauthorities and the City of Clevelandsimilarto what isin
placein inner-ring suburbs
*Administrative**

Somesuburbanmunicipalitieshaveenteredinto cooperationagreementswith the Cuyahoga
Metropolitan HousingAuthority (CMHA)which providethem with notice of proposedCMHAcovered
units. Thisallowscity officialsto denyoccupancyof substandardunits or withhold rent at a unit with an
existinghousingvoucheruntil it is broughtinto compliance Suchan agreementshouldbe created
betweenthe Cityof Clevelancand CMHA.

44 https://casetext.com/case/bakev-city-of-portsmouth

45 https://case.edu/socialwork/povertycenter/ouwork/lead-saferesearch/leadsafeauditor

46 hitps://www.wrlandconservancy.org/wp
content/uploads/2016/08/ClevelandPropertylnventory issuu_updated122016.pdf

47 hitps://lwww.wrlandconservancy.org/articles/2019/03/20/clevelagatoperty-inventory-2018/
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J)Simplifythe processof obtaining building permits and schedulingrequired inspections
*Administrative**

TheCityof Clevelanchasdonea lot of work to modernizeits permitting processbut manyof these
improvements suchasonline permitting, remainopaqueto the averagenvestoror mom and pop
landlord.The/ A (m&IRiteis outdated andnavigatingto find information on permitting is daunting.
Thewebsiteneedsto be modernizedandneedsto be customerfocused.Forthe permit typesthat are
ableto be doneonline,everyoneshouldbe ableto accesgheseeasily,not justlargercontractors.The
CWRUandlordstudyoutlinedthe largenumberof smalllandlords.Thesesmallbusinesseshouldbe
ableto pull the permitsthey needwith ease,allowingtheir tenantsto remainin aunit that isup to
code.

K)Considempassageof aforeclosurebond ordinancefor vacantproperties
**Legislative**

Foreclosurébond ordinancesequire a financialinstitution to posta bond uponfiling amortgage
foreclosure typicallyin anamountequalto the costof demolition, with the localmunicipalityfor the
purposeof protectingtaxpayerdrom absorbingthe costof demolition or other nhuisanceabatementif
the foreclosinginstitution failsto keepa vacantproperty up to codeduringtheir control of the property.
While originallycreatedat a time whenmortgageforeclosureand abandonmentwere epidemic,such
ordinancesanstill serveto encouragebanksto keeppropertiesin goodconditionthroughoutthe
foreclosureprocessandtheir ownershiptenure. Thisensureshat aninvestorwho buysthe property
from abankhasa decentproperty to start with either for rehabor for rental. It canalsokeepthe
property conditioncompetitivefor a potential owneroccupantaswell.

L)Municipal budgetsshould prioritize codeenforcementand building permitting
*Administrativeand Legislative**

Buildingdepartmentsbringin revenuethrough pemitting feesandregistrations Budgetsfor building
and housingdepartmentsshould,at minimum, match the revenuethey bringin. Forthe Cityof
Clevelandrevenuewasgreaterthan expendituresby approximately$6 million in 2019,$3 millionin
2020,andan estimated$4 million in 2021.Whilerecognizinghe importanceof beingfiscallyprudent,
especiallyduringthe COVIBEL9 pandemic sucha gapbetweenrevenueand expendituresshouldbe
narrowedsignificantlyin order to provide citizensthe servicelevelsthey expectfrom their building
department. Additionally,it maybe helpfulto think of codeenforcementasan arm of publicsafety.
Therearetoo manyexamplesvherevacant,abandoneddistressechousingcontributesto crime.In this
scenario providing fundingin excesof revenuewould be warranted.

M) Supportneighborsof condemnedpropertiesin securingstatutory damageawards
**Administrative**

Propertyownershipcarriesboth fundamentalrightsand fundamentalresponsibilitiespr duties. The
rightto own and enjoy property is conditionedby the duty to maintainthat property andto seethat
suchproperty doesnot interfere with the rightsof other property ownersto enjoytheir own property.
Butin manyClevelandcheighborhoodghe rightsof quiet useand enjoymentin and of their own homes,
whichmanyworkingfamiliessacrificeddearlyfor and particularlywhichimmigrantfamiliesandfamilies
of colorfoughtviciousdiscriminationto obtain, havebeenseverelydamagedy a glut of condemned
and condemnablebuildings.Thesedeplorablebuildingconditionscanleavemanyresidentsfeeling
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undersiegein their own homesanddirectly contribute to decliningproperty valuesand population.
AlthoughOhiolaw grantsneighborsthe right to seeklimited redressthrough civilinjunctionsagainst
ownersof condemnedand condemnablegroperties,it doesnot recognizeafundamentalcommon
sensereality: that livingnextto or nearbya condemnecbuildingcausessignificant,often timesun-
guantifiableharmto adjacentandneighboringproperty ownersaboveandbeyondthe harmsuch
buildingconditionscausethe generalpublic. However there is often no reasonabldinancialincentive
for low to moderateincomehomeowners- the mostaffectedby condemnedproperties- to acceptthe
burdenand offset financialcostof pursuingthesevalid claims.Ohiolaw alreadygrantslocal
municipalitiesthe powerto createprovisionsin localcodefor statutory damagesandthe Cityof
Clevelandhasfor manydecadesseenfit to enact suchstatutory damagesrovisionsfavoringtenantsin
instanceswherelandlordsengagen particularlyegregiousconduct.We believethat extendingstatutory
damagesandreasonabld (i (i 2 Ngésp@dwisi@nsto homeownerswho take direct actionagainst
condemnedand condemnablebuildingswill providefurther incentiveto keeppropertiesfrom falling
into deplorablecondition,easethe immensepressureon limited municipalbuildinginspection
resourcesandfairly compensatehomeownerswho haveenduredtheseconditionswhile choosingo
stayandfightfor theiry’ S A 3 K 0 2ilNffo2e2nBningteadof sellingtheir homesand leaving.

Recommendation$or Municipalitiesand Counties

N) Make repair loansaccessibléo mom-and-pop landlordsthrough aloan-lossreservefund and
provide significantgrant funding for lead remediation
**|_egislative**

Manyof the O 2 dzyNioén @il Poplandlordsoperateon extremelythin margins Theylikely have
enoughreservedor regularmaintenanceput biggerticket itemslike roofs, windows,porchesand
furnacesare probablybeyonda standardoperatingbudget.Havinga loanfund availablefor thesetypes
of landlordswould keepthem in businessand keeptheir tenantshousedwithout displacementA
certainportion of the fund should be setasidespecificallyfor leadremediation.

O) Ensurethat adequatefundingis availableto demolishvacantparcelsthat cannotreasonablybe
rehabilitated
*Administrative and Legislative**

TheCityof Clevelanchashad approximately4,000vacantanddistressedoarcelsfor the pastyearor
two. Mayor Jacksorand City Councihavebeencommittedto razingthesestructuresasevidencedy
recentbudgetallocations but future demolitionfundsare still needed.Many of these4,000structures
are often ripe for abuseby unscrupulousnvestors.Theybuy and speculatewithout rehab, or flip to
unsuspectinduyers.Commitmentto fundingdemolitionneedsto remainat the localand statelevel
until the numberof propertiesdropsto a point whererehabilitationbecomeamnore financiallyfeasible
to responsiblanvestors.

P)Supportprogramsto increasehomeownershipin neighborhoodswith highinvestor activity
*Administrativeand Legislative**

Potentialowner occupantsoften find it difficult to competewith investors Investorsare often offering

cashor alreadyhaveaccesgo aline of credit. Theyalsooften carelessaboutnecessaryepairs.Because
of thesedisadvantage$acingmanyowneroccupantbuyers,providingassistanceéo them to levelthe
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