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At some point all of us Residential Unit Owners will need to meet and decide
what we want to do with respect to the Service Units and whether or not to buy
them from Pointe Group - Holdco. Although there are 5 owners who have filed
suit on behalf of everybody, we will all have to vote on any changes that might
take place. It is my hope that these newsletters will give you enough
understanding so that you'll know what questions to ask and be able to make an
informed decision about how to vote.

Word of Caution - Rough Traveling Ahead!

We are going to cover Count 2 of the lawsuit but before we do, I need to
explain the method that Deaconess used to manipulate the data to give them
control. This was a very sophisticated and complicated scheme that can be
difficult to understand. It’s based on the data that was submitted in the First and
Second Amendments, which included page after page of numbers and
calculations. It took a lot of analysis before I saw the pattern and cracked the
secret. The First Amendment was the Rosetta Stone that gave the secret
away.

If you are not into numbers and solving mysteries, you might want to just take
my word for it that Deaconess cheated and committed fraud, and then wait for
the next issue to proceed. But unfortunately, we can’t go to court and just say
Deaconess cheated and expect the judge to believe us. We have to be able to
show how they cheated. So that everybody feels comfortable that we have a
strong case I’m going to show you how they did it in this Issue of the
Newsletter.

I think it’s important to remember that the party committing the deceptive acts,
manipulating the data and reporting fraudulent results was Deaconess and not
Pointe Group - Holdco (PC-Holdco). As it turns out, PC-Holdco is as much a
victim as the Residential Owners are.

 

http://seashorepointresidents.com


Starting with the Basics

In Figure 1 we have two Residential Units represented by two black boxes and
the letter R. We also have two Service Units represented by two red boxes and
the letter S. The Residential Units have a Fair Market Value (FMV) of $500 per
square foot and a total combined value of $1,000. The Service Units have an
FMV of $100 per SF and a total combined value of $200.

The total value of the condominium is $1,200 and the Resident's $1000
represents 83% of the Fair Market Value of the condominium. The Service
Units have a total Fair Market Value of $200 which means they have 17% of
the Fair Market Value of the condo. (In our actual situation, the Residential
Units had a Fair Market Value that equaled 84.26% and the Service and
Garage Units totaled 15.72%.)

Both the Residents Units and the Service Units have a total of 2 square feet
(SF) each and the condo has 4 square feet in total area. So both the
Residential Units and the Service Units represent 50% of the Square Foot
Area of the building.

Figure 1

If we determine the Beneficial Interest based on the Fair Market Value, then
the Residential Units have 83% and the Service Units have 17%. If we
determine the Beneficial Interests based on the Square Foot Area (SFA),
then the Residential Units are 50% and the Service Units are 50%.
Deaconess used the Square Foot Area to determine the Beneficial Interests
but the law required that they use Fair Market Value.

The Manipulation and Deceit Begins

Deaconess decided to use some of the Common Areas (such as a lobby) to
add to their Square Foot Area. The orange block in Figure 2 represents a
Common Area that has one square foot of area but no Fair Market Value (you
couldn’t sell it on the open market).



By claiming they owned the Common Area, they increased their percentage of
the Square Foot Area to 60% (Figure 2), which gave them the majority if area
was used instead of FMV. But since the Lobby has no fair market value, the
Service Units Beneficial Interest remain at 17%.

Figure 2

The law says that Fair Market Value is to be used and the Master Deed claims
that the Beneficial Interest is based on Fair Market Value. So what
Deaconess did was, they said the entire building is worth $1,200 (in this
example) and there are a total of 5 square feet. So, divide $1,200 by 5 SF and
you have an average value of $240 per square foot for both the Residential
and Service Units (Figure 3). Deaconess then used the average square foot
value of the building instead of the more accurate square foot value that they
filed on May 24, 2012 when the Condo Trust was created. So both the
Residential Units and the Service Units became valued at $240 each.

When you add up the Residential Units they now have a value of $480 and the
Service Units (you now call the Common Area a Service Unit) has a value of
$720. So, the Service Units have 60% of the Beneficial Interests and the
Residential Units now have only 40% of the Beneficial Interests. With that
Deaconess was able to pretend they were the majority owner and assigned
themselves 4 Trustee seats for the Service Unit and only 2 Trustee seats for
the Residents. The Garage got 1 Trustee.

Figure 3

Deaconess had to do other deceptive things to get their ownership over 50% to



claim they were the majority owner and had a right to control everything. For
example, they had to value several Service Units significantly higher than the
residential units. The Residential Units were valued at $311 per square foot,
while RS-1-3, the Property Manager's office (David Abel's office) was valued
at $916/SF. Essentially they said they believed they could sell David Abel's
office for $826,207 on the open market back in May 2014.

And that's how you go from being only 17% of the Fair Market Value to 60%
and gain control of the Board of Trustees.

Check out the other valuations of the Service Unit in the tables below.

Warmest Regards, 
Rob Compton 
Residential Trustee 
Unit 310, Phone: 508.237.2105
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