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February 9, 2007

Dear Bristol Property Owners:

The February newsletter is being prepared and should be sent to you in the next two weeks.  There are, however, two significant events that the Board of Directors wants to communicate to you at this time.  The first is the insurance premium for 2007-2008 and the second is a litigation update.

INSURANCE

In October 2006, the Board of Directors formed a committee to review the POA’s existing insurance policies.  This was done due to the alarming news about what insurance premiums were predicted to be for condominiums and the fact that many insurance carriers were not renewing coverage and pulling out of the condominium market in coastal areas.  The committee members are Charles DeRose, Chairman, Johnny Jordan, Ray Johnson, and David Warner.  Brad Sherlock and Harold Campbell, Bristol owners, also serve on this committee.  

Meetings were held with several insurance brokers and all indicated that premiums would increase from 100% to 400% in the coming year.  In December 2006, Allstate Insurance notified the Board that it would not renew our coverage when it expired on March 6, 2007.  The subcommittee had anticipated this possibility and immediately scheduled meetings with three insurance brokers.  Of these brokers, Wachovia Insurance Services was chosen to secure insurance coverage for the Bristol.  

Listed  below are the costs of our current policies, initial projected premiums and the anticipated premiums for 2007.






Insurance Premium
    Insurance Premium

   Insurance Premium





Actual  2006-2007
Initial  Projection 2007-2008
Anticipated 2007-2008

Property Insurance (except flood)
$ 69,044.00


 $150,000.00

     $150,000.00

Flood Insurance



$ 93,447.00


  $119,000.00

     $    5,000.00

Gen. Liability & Umbrella Co.

$ 11,805.00

 
$   11,805.00

     $  11,805.00





$174,296.00


 $280,805.00

     $166,805.00

For 2006-2007, the insurance cost per unit owner was $3,227.00 ($174,296 divided by 54 units). The initial anticipated cost for 2007-2008 was $5,200.00 – an increase of about $2,000.00 per unit owner.  Under the direction of Harold Campbell, the subcommittee questioned the flood designation of the Bristol property.  .Our property was listed in the Flood Zone at a “V-5” designation.  Harold believed this was incorrect.

Harold and Johnny Jordan worked through the City of Charleston and had a land surveyor relook at our property. It was determined that our flood zone designation was indeed incorrect and, rather than being in a “V-5” zone, it was actually in an “AE” zone.  

The result of pursing this review and action is that, rather than a flood policy costing $119,000 for a V-5 zone, we now will have a policy costing $5,000.00 for an AE zone.  This is not a typo – your insurance committee saved the POA $114,000!  As you can see on the comparisons above, there is a significant increase in the Property Insurance, but our flood savings mean that anticipated total premium for 2007-2008 will be $166,805.00 or $3,089.00 per unit owner.  Rather than having an increase on each unit owner of $2,000.00, we will actually experience a decrease of $100.00 over the prior year!  This is not a one-time benefit.  Being zoned “correctly” will continue to make our coverage much more reasonable in the future.It will also enhance the property values of everyone’s unit.  

We anticipate having the final premiums in about two weeks and will notify each unit owner of their cost.  The final premiums will be due to the insurance companies by March 6, 2007 – so we will be coming back to you for your payment very soon.  Your Board of Directors, through the insurance committee, is pleased to be able to bring this good news to all of the unit owners.

LEGAL and LITIGATION UPDATE
 

Our attorneys, Rosen, Rosen, and Hagood, after experiencing some delays in obtaining access to the files of the Developer/General Contractor, were given access to over 30 large "Banker Boxes" of files from the general contractor. This enabled them to obtain copies of all of the contracts with the Architect, General Contractor and pertinent subcontractors to determine the various scopes of work and identify the names of the parties who should be named as Defendants in the lawsuits.  

On February 9, 2007, two lawsuits were filed pursuant to the authority given to the Board in the vote taken on December 10, 2006. Service of process has been accomplished on the Developers and the General Contractor and the other parties are in the process of being served.  

Our plan is not to do any further "destructive testing" on the building until our consulting engineers, Sutton-Kennerly & Associates, have reviewed some of the most pertinent documents as they relate to the construction plans and "shop drawings."  We have chosen this tack in an effort to get important information without incurring large fees.
 

As you may recall from the presentations at the informational meetings held prior to the December 10, 2006 vote, the Master Deed gives the POA the responsibility to maintain the Common Areas which includes the exterior of the Building, but makes the Unit Owners responsible for maintaining, repairing and replacing their windows and doors even though these are an integral part of the exterior of the Building.  Based on the documents reviewed thus far,  Mike Parker with Sutton-Kennerly & Associates is of the preliminary opinion that the exterior windows and doors, with the exception of the transom windows, may not comply with the building code which was in effect at the time the Bristol was designed and constructed. 

We have taken the position in the lawsuit that all windows and doors which do not comply with the building codes must be replaced with windows and doors which comply with the current building code which is more stringent. The replacement of windows and doors will have to be coordinated with necessary repairs to the stucco and other exterior elements and we need to make certain that the same compatible code compliant windows and doors are used for all of the units to maintain a uniform appearance. 

The only practical and efficient way to address the problems with water intrusion at the Bristol is to develop a coordinated plan that addresses all of these problems.  Since the Developer/ Contractor et al are the defendants in both suits, we greatly enhance our negotiating position by having both suits filed together and represented by the same law firm.  The members of the Board and some of our unit owners agreed to be named as representative plaintiffs in the class action suit against the Developer/Contractor et al.  This suit was filed along with the suit brought by the POA.    

Several unit owners filed a suit against the Developer/Contractor et al a couple of years ago.  This suit can only address the Windows and Doors issues and damage to the interior of the units.  When your current Board of Directors was selected, we undertook to review all of the options in addressing the problems of the Bristol, both the Building issues and the Windows and Doors issues together.  We unanimously agreed that a law firm should be selected that would negotiate with the Developer/Contractor et al on both issues first, and only proceed with the expense of depositions and a possible trial if the negotiations are not successful.  For this reason, we selected Rosen, Rosen and Hagood.  It is our belief that joining the class action lawsuit for the individual owners with the lawsuit on behalf of the POA that Mr. Hagood has filed gives us this advantage.

 

Having these two suits represented by one law firm puts us in a very advantageous position in negotiating with the Developer/Contractor et al.  Any defendant would be hesitant to negotiate with different groups at the same time and as a result may not negotiate at all.  They are, however, generally willing to negotiate if it can be done with one party in an effort to avoid the expense of protracted litigation.  
 

In summary, Rosen, Rosen and Hagood has filed the two lawsuits that had to be filed to protect all of the unit owners due to the three-year statute of limitations that South Carolina law stipulates on construction defect issues.  Copies of the lawsuits will be available for review at the onsite office of our new property manager. Copies may also be viewed online at the Charleston County Clerk of Court’s website. The case number is 2007-CP-10-607 for the Class Action lawsuit.  The case number for the Bristol POA lawsuit is 2007-CP-10-612. We will continue to send you updates as they develop.

 Sincerely,

 Jan Landry, President

 Bristol Property Owners Association

 Board of Directors

