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Please give your name and business address.
My name is Herm Geller. My business address
is 8141 54th Avenue North, St. Petersburg,
Florida, 33209.

What is your present occupation or business
pursuit?

I am president of H. Geller Management
Corporation, a Florida corporation. Our
principal areas of operation are condominium

association and management services.

Please give us a brief description of your
personal and business background.

I attended public schools in Massachusetts
and, as a young man, was employed in several
different jobs in the sales and management
field. In the 1950's, I moved my family to
Florida and entered into a construction and

real estate developmgnt business.

How long have you been in the Pinellas County
area?
I worked in Dade County until 1964, wher~ I

was involved in single family residential,
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Tell us about the Terrace Park - Five Towns
project.

In the early 1970‘'s I joined, as a major
stockholder, Metrocare, Inc., (AMEX), and
began the development of Terrace Park of Five
Towns on a 135 acre site on 54th Avenue North
in St. Petersburg that I saw as a great site
for a housing project directed to the middle
income retirement market. I envisioned a
project that would offer retired people
housing with essentially a fixed level of
maintenance expenses. The prospects at that
time of double digit inflation of maintenance
or operating expenses that could grow out of
control represented a great source of fear to
senior citizens planning tneir retirement. 1In
1976, I bought Metrocare’s share of Terrace
Park of Five Towns and formed Herm Geller

Enterprises, Inc.

How was Terrace Park - Five Towns structured
to address this problem?

The first part of the philosophy at Terrace
Park - Five Towns was to build and offer ...

sale moderately priced condominium units. Most
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courts located throughout the development.
There are also two recreational - community
centers in the community which together have
over 31,000 square feet of space, including
full commercial kitchens, dining facilities,
televisions, game rooms and many other
facilities. The main “recreational building
also has full saunas, hot-tub, whirlpool and

spa-type facilities.

Are separate memberships or user fees charged
for the use of those facilities?

No. All residents pay a single monthly
maintenance fee that includes all services and
facilities, with unlimited use - subject only
to very reasonable rules as to hours of
operation. A key part of the Terrace Park -
Five Town place was to ensure a single monthly
maintenance fee to cover all services and
facilities, with very specific limitations on
the amount and method of which that fee can be

increased.

Is the development company, Herm Geller

Enterprises, Inc., involved in operating the

b=
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Yes. I wanted to make sure all of the
residents understood that the developer Herm
Geller Enterprises, Inc. is a separate and
distinct company from the management company
that would be involved with the project and
actually be operating the project in a
management capacity. The Service and
Management Agreement - the "Management
Contract" - entered into with each condominium
homeowner’s association, contained a very
specific statement in bold print explaining
that the developer (Herm Geller Enterprises,
Inc.) is a separate company. Article XIV(e)
of the Management Contract states as follows:

Developer and Maintenance are

separate entities. The failure

of the developer to perform his

duties or contractual

obligations or warranties shall

not affect the obligations of

the unit owner as to his

payment of this monthly

maintenance fees, so long as

the maintenance company is

fulfilling its obligations
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Q:

transaction each purchaser was given a copy of
the contract and signed the signature space of
the last page reflecting their approval and
consent of the contract and agreement to abide
by its terms. We wanted to make sure that
each new resident was made aware of the
arrangements for operating and maintaining the
community. And, of course, the fixed
maintenance fees without any automatic cost of
living increases was a key part of the Terrace
Park - Five Towns philosophy, so the contract
arrangements were a major factor in all of the

sales efforts.

Let’s turn back, Mr. Geller, to the economics
of the Terrace Park - Five Towns project.
Explain the concept of the single fixed
monthly maintenance fee.

The idea was, very simply, to allow the
residents’ monthly maintenance fee to be an
essentially identifiable, fixed cost item.
Many of the residents are on a fixed income,
so I knew it was important that their monthly
expenses not be subject to radical increases.

The plan was for the single maintenance fee to

=10~
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cover just about all of their non-personal
expenses. The residents pay the electricity
bill for their own unit, their personal
expenses like food and insurance on their
personal belongings, while basically all other
operational costs associated with their
building and the project are included within

the maintenance fee.

You’‘ve discussed the recreational facilities.
What other facilities and services are
encompassed by the residents’ maintenance fee?
H. Geller Management Corp. maintains full
$1,000,000.00 1liability insurance for the
entire project along with fire and other
hazard insurance on all of the buildings,
which includes the condominium units
themselves. The hot water boilers in each
building are maintained by our company. All
lawns and shrubbery service of the extensive
common grounds in the 135 acre development is
provided under the Management Contract. Also
included are maintenance and repair of the
master television antenna and amplifier system

for all 34 buildings, all garbage and trash

= B 1
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Q:

A:

increase, which averaged $3.00 per unit,
constituting just over a 4% increase. of
course, as the base fee has increased each
year, the i.crease as a percentage declined.
Ignoring any other changes in the fee, the
annual increase on January 1, 1991, amounted
to right at 2.75%, much below the consumer
price index. But the important point, is that
the annual increase is a fixed amount not
withstanding any higher increase in the costs
of living or consumer price index. The
residents know exactly what that increase will
be and can plan their personal budget

accordingly.

Explain how the Management Contract provides
for certain other increases in the event of
specific changes in the cost of operating the
project,

In developing the Terrace Park - Five Towns
concept, I knew that some costs would
increase, costs over which H. Geller
Management Corporation would have little or
no control. The first category of expenses is

the cost of sewer service. That serv..
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insurance costs jump around so much, I’m not
sure who can explain it. The concept that I
developed was to tie specific levels of
increases in there 5 costs to fixed amounts of
increase in the maintenance fees, For
instance, Article VI(e) of the Jefferson
Building Management Contract provides for a
$10.00 increase in the maintenance fee for the
building in the event the charge paid by the
Management Company for trash removal increases
by ten percent. A key part of the Terrace
Park - Five Towns plan was that any increase
in the trash expense for the Management
Company of less than 10% would result in no
increase in the monthly fee; the Management
Company would have to absorb that increase
with no increase in the management fee. Now
I believe that over the past eleven years
there have been two increases in the trash
expense -- one of 15% and another of 30%.
Under the Management Contract that constitutes
four increases of 10% and allows for a total
increase in the maintenance fee for the
building of $40.00. Broken down to each unit,:

that represents an average increase in the

=1 5=
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building, or 21 cents per unit. In effect,
the 4.8% increase in cost above the 5%
threshold is not passed on to any degree to
the residents. Third, the concept itself is
simply not designed or intended to track or
pass through specific costs to the residents,
again except for the sewer provision. There
are many operating costs throughout the
development that increase reqularly, and
invoke no contractual increase in the
maintenance fee. The recent mandated
increases in the minimum wage are a good
example. In addition, there can be other
significant increases in costs generally that
far exceed the 2.75% - 4% increase allowed
under the contract. Therefore, I specifically
intended the five categories of costs
identified in Article Vi of the Contract not
be a means of "charging" for those specific
costs items or tracking those costs, but
rather to serve as an index of general cost
levels that would permit small, occasional
increases in the maintenance fee over the life

of the contract.
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It certainly shouldn‘t be. The Terrace Park -

Five Towns entire development is served by
two main looped gas meters. The Management
Contract calls for H. Geller Management
Corporation as the Management Company to
furnish to all units gas for cooking and
heating at no extra charge beyond the regular
maintenance fee. The Commission’s Rule 25-
7.071 does not require condominiums built
before January 1, 1987, to have separate
meters for each unit. Rule 25-7.071(3) does
not require sub-metering and has no
restriction on the manner in which a customer
of record may allocate its cost of gas among
the unit owners. More importantly, Jefferson
Building residents do not pay for gas used in
their units. They receive a bill for their
monthly maintenance fee, period. There is no
charge for gas. The residents may use their
gas as much as they like, it has no bearing on
their maintenance fee. It is simply one of the
multitude of services included with the
management and service obligations, by

contract, of H. Geller Management Corporation.
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Corporation in providing the services. This
arrangement is exactly the same as any other
condominium, apartment building, shopping
center or mall that collects a maintenance
fee, or renc, and provides a collection of

services.

What about Article VI(d) of the Management
Contract; does that mean the residents are
paying for electricity?

No. As I explained before, that provision is
only a means of providing occasional increases
in the maintenance fee -- of a fixed $15.00
for the Jefferson Building or 31 cents per
unit per month -- in the event of a 5%
increase in the KWH rate charged by Florida
Power Corporation. Although obviously related
to the rate of electric costs, the provision
in no way creates a fee or charges for
electricity. It does provide a modest
increase in the maintenance fee, an increase
intended to help cover increases in all
operating costs, just as to the other four
categories. If there is up to a 4.9% increase

in electric rates, H. Geller Management

-22-
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only costs that are passed on are sewer costs.
If the sewer charges go up $5.00 per toilet
per month, the residents’ maintenance fees
will go up $5.00 per toilet per month. In all
other cases the contract merely uses the event
of a 5% increase in per KWH rates to impose an
increase in the maintenance fee of 31 cents
per unit per month, or $15.00 for the whole
Jefferson Building. Mr. Falk also ignores the
fact that the Management Contract provides no
change in the maintenance fee if the per KwH
rate increases by 3% or 4%, or if consumption

increases at all.

At page 4 of his testimony Mr. Falk refers to
a "hallmark" budget provided by H. Geller
Management Corporation. Did H. Geller
Management Corporation provide such a budget?
No. As I referred to at page 7, the developer
Herm Geller Enterprises, Inc. prepared and
filed with the Florida Division of Land Sales
and Condominiums a prospectus or public
offering statement for the Jefferson Building
Condominium. That prospectus was also made

available to prospective purchasers of

-24-
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will directly correlate to the operating
expenses incurred by the association, as costs
go up the maintenance fees will go up. There
is a direct pass through of maintenance costs.
Indeed, a homeowners’ association has no
source other than its residents - members from
which to recoup its operating expenses.
Secondly, Mr. Falk has conveniently deleted
the essential term "estimated" in referring to
the budget. The condominium law requires
developers to include an estimated budget in
the condominium prospectus, a document
prepared before or as the building is
constructed and occupied. To take any
information in the estimated budget and
conclude that it represents a reliable level
of any expense is simply not fair, not
realistic and not supportable.

In the instance of Terrace Park - Five Towns,
the monthly maintenance fees are fixed by the
contract, and have no relationship to the
costs actually incurred by the Management
Company (except for sewer charges).
Nevertheless, the staff at the Divis

insisted that some form of estimated budget be

-26-
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Mr. Falk also provides at pages 11 through 13
of his testimony an analysis of sorts of the
gas expense for the Jefferson Building. Do
you hae any comments about that testimony?

Yes, I do. As I stated before, I don’t
believe the gas issue is properly before the
Commission. First, Mr. Falk again relied upon
the "initial budget" in his calculations, and
therefore is off-the-mark from the beginning.
The balance of Mr. Falk’s so called "audit"
conclusions are so replete with erroneous
assumptions and calculations to be totally
unreliable. The fundamental deficiency in
those calculations, however, is that it
totally ignores the use of gas throughout the
development other than in the condominium
units themselves. Substantial amounts of gas
are used in the recreational facilities for
heating, hot water, gas stoves in kitchens,
hot tubs and heated swimming pools. Mr.
Falk’'s distorted approach again ignores the
total concept of the development; all of the
myriad of services and facilities are provided
to residents for the single maintenance fee

without any limitation on consumption.

-28-
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existing under the laws of the State of Fla;ida, party of the

second part, hereinafter called the "Association".
!
|
i
|
I
|

WITNESGSET H:

WHEREAS, the parties hereto desire to enter into an Acreement
for the performance of maintenance and provide designated services
as hereinafter described in behalf of TERRACE PARK OF FIVE TOWNE
NO. 15 y @ Condeinium.

NOW, THEREFORE, for and in consideration of the sum of Ten
Dollars ($10,00) and other cood and valuable considerations, each
to the other in hand paid, the receipt whereof is hereby ackrowl-
edged, the parties agree »s follows:

; I. That this Service and Maintenance Agreement shell
from the lst day of Januaryv ¢« 1979 , to the lst cay

Januazy , 98T,

II. The Service and Maintenance Contractor shall provice
the following services:

0"
ho

(a) Carry and pay for public liability insurance for a
minimum coverage of One Million Dollars ($1,000,000.00) single
beodily injury and/or property damage; and insurance coverinc fire
and extended coverage on the building consisting':of fortv-eicht

(48) units as provided for and subject to all of the concditicns
of paragraph 17 of the Declaration of Condominiunf, save and excep:
Paragraph 17(b)(3). It is specifically understood by 2ll parties
herein that insurance covering fire and extended coveraqe on the
building shall cover the physical building ‘tself as shown in
the ‘original architectural plans, together with the common elements
thereon, but shall not cover extras installed at the expense of
the unit owners such as paneling, wallpaper and awnings, shutters
and screens on patios, balconies and carports, nor the personal
effects and/or personal property of the condominium unit owner,
such as rugs (standard carpeting supplied by Developer is insurec
by Service and Maintenance Contracter), drapes and curtains,
furniture and other items commonly included within the homeowners
policy. The amount of insurance coverage provided under the
Service and Maintenance Contract shall be as determined between
the Service and Maintenance Contractor and the insurance company
being utilized at the time anéd satisfactory to same. The Service
and Maintenance Contractor shall not be responsible for provicding
additional coverage, but the Board of Directors of the Condomirium
issociation shall supply, from time to time, at its own -expense,
additional coverage and should the insurance company recuest
additional insurance, then said additional coverage shall be paid
for by the unit owners. The maintenance fee for each unit owner
will be subject to conditions and fee adjustments for insurance
coverage as specified in Paragraph VI. RAll insurance policies
supplied by the Service and Maintenance Contractor carry a $100.00
deductible clause which would apply to each claim and said deduction
shall be borne by the Association.

(b) Shall furnish gas for cooking and heating to each
individual condominium unit, and shall supply the condomirium units

LAY 0PI s
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Association. Maintenance fees are subject to the conditions and
fee adjustments as specified in Paragraph VI.

charges to all of the said condominium units tc the corporate
sovereign having jurisdiction over said sewer services, subject to
the conditions and fee &djustments as specified in Paragraph VI.
Sewer linzs within the building or within the limits of the common
elements must be maintained and replaced at the expense of the
Association. Sewer blockanes are the responsibility of the
kssociation.

1

|

(c) Shall be responsible for the payment of sewer service !
|

() Shall maintain and care for the lawn and shrubbery
and all walkways within the common elements of the condominium !
propérty. However, the Service and Maintenance Contractor shall not
be responsible for any damages caused by vandalism, or by an act of

" God, which shall include, but not be limited to, wind, flooding,
‘ hurricane and freezing, and/or natural causes.

(e) Shall be responsible for the maintenance and |
service of the television antenna ané the amplifier servicing the
various condominium units, but not the replacement-of same. !

(f) Shall provide garbage and trash collections, which
collections shall be limited to two pickups per week, subject to
the conditions and fee adjustments as specified in Paragraph VI. :
I

(g) Shall furnish the necessary repairs and maintain |
the exterior appearance of the condominium building against ordinary !

wear and tear, and shzall be responsible only for painting exterior

' doors and any other exterior trim surfaces, but shall not be

« e -

responsible for repainting any exterior masonry of the said buiiding .
and/or public walkways and exterior walls.

i

ke i

(h) Shall agree to keep the condominium building and :
the areas included in the common elements "broom swept” clean, and

shall maintain the utility rooms situated in the building(s).
(i) Shall provide the following roof maintenance:

(A) Prom time to time, should minor leaks occur
in the roof, then it shall be the responsibility of the Service anc

' Maintenance Contractor to repair said minor leaks, limited to a cost:

of One Hundred Dollars ($100.00) within a six (6) months period.
In no instance is it to be construed that the Service_and Mainten-
ance Contractor is responsible for replacement necessitated by

damage caused by storm, wind, hurricane, frost, freezing, vandalism
and/or natural causes.

(B) Shall keep roof broom swept, which shall not
include the replacement of said roof.

(5) Shall cause to contract with a qualified mainte-
nance elevator company wherever applicable for the service and

. — - — —— i —
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i one-ofsits™members=aresin-default®of4~payment,==a
Tecreational-area—-to-be~used=by~the=condominium™unit=owners=for
—recreationai=and=sociai=purposesy=understhe~supervision-and..control

i nf the-Serwvice-~and=Maintenance=Contractors however, ownership of
_ such recreational area shall remain with the Developer and/or

|

. recreation area shall consist of the following facilities: shuffle-|

Sgrvice and Maintenance Contractor and shall have the exclusive
right to use said recreational area for promotional purposes. The

. board courts, swimming pools, recreational hall, billiard room, i

sauna baths, steam rooms and meeting rooms. Kitchen facilities are
located within the recreational hall. The Service and Maintenance
Contractor agrees to provide one person who will have the sole i
right and responsibility for the scheduling of all functions which
are programmed for the various recreational facilities provided for
herein for the condominium unit owners, or the Developer ané/or
Service and Maintenance Contractor, and also will be responsible
for scheduling all functions programmed by the different clubs
and/or organizations that may be formed by those living within the
condominium complex. Nothing herein contained shall be construed
to reguire the Service and Maintenance Contractor to oversee

the various programs initiated by the clubs or organizations,

or supply any items or requirements for the performance and functions
of said clubs or organizations, such as billiard table tops, etc.

' The Service and Maintenance Contractor has the right to provide for i

such recreation facilities through contractual agreement with :
another party, i.e. the owner of the recreation facilities, but at i

no additional cost to unit owners.

any duties under the terms of this Agreement for a minimum coverace

]
|
III. The Service and Maintenance Contractor recognizes that i

from time to time various clubs and/or organizations may be formed
by the condominium unit owners wherein said organization may reguire
their members to pay nominal dues and fees for the financial assis- |
tance in the performance of their functions; and, it is to be |
specifically understood that the Service and Maintenance Contractor !
shall in no way be responsible for the collection of these dues
and/or fees or the enforcement of thesame; but, however, any such
fees and dues assessed by the various clubs and/or organizations
referred to herein shall be subject to the approval at all times |
of the szid Service and Maintenance Contractor. All functions and
activities shall at all times be conducted within the constraints
of Government regulations, and the rules as outlined in this
Service and Maintenance AGreement.

IVv. That the Service and Maintenance Contractor covenants
and agrees, subject to insurance conditions and fee adjustments as
provided in Paragraph VI, to procure and keep in force public
liability and workmen's compensation insurance to protect the
Service and Maintenance Contractor and the Association from any
claim or damage to persons or property or for an injury to any
emplovee of Service and Maintenance Contractor incurred while
Service and Maintenance Contractor or its workmen are performing |

of One Million Dollars ($1,000,000.00) single limit bodily injury
and/or property damage.

V. The Service and Maintenance Contractor shall not uncer
any circumstances be liable under or by reason of this Agreement,

1AW OFFICES
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