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Protecting Your Personal Assets — Why You Should Hold
Your Investment Property in an LLC

Owning investment property can be a rewarding venture, but it also comes
with certain risks. If your property is held in your personal name, you may be
exposing your personal assets—such as your home, bank accounts, and
investments—to significant liability in the event of a lawsuit or other legal
claims. One of the best ways to protect your personal assets from potential
liabilities related to your rental property is to hold the property in the name of
a Limited Liability Company (LLC) or another type of business entity.

At James G. Dibbini & Associates, P.C., we are here to help you navigate this
process, from forming the appropriate business entity to transferring your
property into it. Below, we'll discuss why holding your investment property in
an LLC is important and what considerations are involved in making this
transition.

Why Hold Your Investment Property in an LLC?

1. Personal Liability Protection
® The most significant advantage of holding your rental property in
an LLC is the liability shield it provides. If someone is injured on
your property or files a lawsuit against you as the landlord, their
claim is limited to the assets of the LLC, not your personal assets.
This means that your home, savings, and other personal property
are protected from being used to satisfy a judgment or claim.
1. Enhanced Credibility and Professionalism
¢ Holding property in a company or LLC can make your business look
more professional to potential tenants, lenders, and business
partners. It shows that you are running your rental operation as a
legitimate business, which can enhance your reputation and
streamline financial matters.
1. Tax Benefits
e An LLC may provide tax benefits, including pass-through taxation,
meaning the LLC itself does not pay taxes, but profits or losses are
passed through to the owners and taxed at their personal tax
rates. Depending on your situation, this can result in tax savings
compared to holding the property in your personal name.
1. Simplified Ownership Structure
e If you own property with partners or other investors, an LLC allows
you to establish clear ownership interests, rights, and
responsibilities. The operating agreement of the LLC can specify
how profits are shared and how decisions are made.

How We Can Help You Form an LLC and Transfer Your
Property

At James G. Dibbini & Associates, P.C., we assist our clients with the entire
process of forming an LLC or other business entity and transferring investment
property into that entity. Here’s how we can help:

1. Entity Formation

e We will guide you through the process of forming an LLC or another
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appropriate entity, including:
¢ Drafting and filing the LLC formation documents with the
state,
e Creating an operating agreement that outlines the ownership
and management structure of the LLC, and
e Ensuring compliance with any state and federal legal requirements.
1. Transferring Property into the LLC
® Once the LLC is formed, we will help you transfer your investment
property from your personal name into the name of the LLC. This
process typically involves:
® Deeding the property to the LLC,
® Notifying lenders and ensuring compliance with the terms of
any mortgage or loan agreements (in some cases, this may
require the lender's approval or refinancing of the mortgage),
e Updating insurance policies to reflect the new ownership
structure and ensuring you have sufficient liability coverage,
® Notifying tenants of the ownership change and updating
rental agreements as necessary, and
e Updating tax and financial records to reflect the transfer.

Key Considerations When Transferring Property to an LLC

When transferring investment property into an LLC, there are several
important factors to consider:
® Mortgage and Loan Agreements: If the property is mortgaged,
transferring ownership could trigger a due-on-sale clause, which allows
the lender to demand immediate repayment of the loan. We will review
your loan documents and work with you to ensure compliance or discuss
refinancing options if needed.
® Property Insurance: Once the property is owned by an LLC, it’s critical to
update your insurance policies to reflect the new ownership. Additionally,
we recommend reviewing your liability coverage to ensure that the LLC
is adequately protected from claims.
e Tax Implications: While LLCs can offer tax benefits, transferring a
property may have tax implications, including potential transfer taxes.
We will guide you through these considerations to avoid any surprises.
® Management and Compliance: Owning property through an LLC requires
additional compliance obligations, such as filing annual reports and
maintaining separate bank accounts for the LLC. We can assist you in
setting up proper record-keeping and ensuring that your LLC remains in
good standing with the state.

Why Work with James G. Dibbini & Associates, P.C.?

At James G. Dibbini & Associates, P.C., we have years of experience helping
real estate investors protect their personal assets and manage their
investment properties. We provide:
e Comprehensive legal services for forming LLCs and transferring property,
e Experienced advice on the best entity structure for your investment
goals,
e Guidance on compliance and management to ensure that your LLC
remains legally compliant and protected.

We are committed to helping you safeguard your investment and protect your
personal assets. If you are interested in forming an LLC or transferring your
property into an LLC, please contact us at (914) 240-8270 or via email at
jdibbini@dibbinilaw.com to schedule a consultation.

The attorneys at James G. Dibbini & Associates, P.C. collectively have over 50
years of experience providing legal services in the areas of:

-Landlord & Tenant Law

-DHCR Representation

-Business Formations

-Commercial & Residential Real Estate Closings
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