Orchidland Community Association

Special Membership Meeting - January 17, 2009 at 8:30 am 

Location: HPP Community Center, 16th & Makuu, Hawaiian Paradise Park

Dear Orchidland Owner:

Recent developments have created a situation that makes it untenable for a person

to serve on the Orchidland Board of Directors. In essence, serving on the Board

places a person's private assets at risk.

The bylaws indicate that the Association will financially protect any Director who

acts legally and in good conscience if they are sued for their actions. We carry

Directors and Officers (D&O) insurance to help make good on that promise.

Unfortunately, despite our best efforts to get better coverage, our new D&O

insurance policy contains several significant exclusions in the protection it offers.

We had two different brokers searching for a policy that would better cover us, but

both failed. The current treasury cannot offer sufficient cash to compensate for the

exclusions in the current insurance. And realistically, the annual budget could not

sustain the cost of a defense against a determined legal attack.

This danger is not hypothetical; it's real. The Association and five Directors are

named in an active lawsuit. We do not believe that the lawsuit has any merit.

Nevertheless, we must defend against it or risk having the court award an

unpleasant judgment to the plaintiff. Fortunately, the D&O insurance policy that

was in effect when the suit was filed will pay all costs beyond a $15,000 deductible.

However, our new insurance excludes from coverage any future lawsuits that the

plaintiff in this current lawsuit may file.

In light of these facts, those present at the recent General Membership meeting

voted to propose to the membership that we establish a legal defense fund through a

special assessment. This fund would provide protection for the Association and its

Directors where the insurance does not. We ask you to carefully consider this

important question, and to vote yea or nay for the special assessment.

In the event that the membership does not approve the special assessment, or if the

special assessment is approved but too few members pay the fee, all the current

Directors will most likely resign en mass. We cannot predict what the ultimate

result of such a resignation will be, but a commonly accepted belief has the

Association falling into an unknown form of receivership.

At this time, we only have a vague idea of what might happen under receivership. If

you wish to learn more about the possible consequence, we will convene a Special

Meeting on Saturday, January 17th, 2009, at the Hawaiian Paradise Park

Community Center for a presentation and discussion. We will also try to address

some necessary changes to our bylaws. Sign-in will begin at 8:30AM, and we will

start the meeting promptly at 9:00AM.

The facts are as follows:

1) A Director's personal assets may be placed at risk.

2) The insurance available to the Association does not adequately protect against this

risk.

3) The Orchidland bank account cannot adequately compensate for the lack of

insurance coverage.

4) If an adequate Legal Defense Fund cannot be established, it’s doubtful that

anyone will agree to serve on the Orchidland Board of Directors.

5) The absence of a Board of Directors will result in the Association having no

ability to conduct business, and will probably cause the Association to fall into a

form of receivership.

6) The consequences of falling into receivership remain largely unknown. We have

every expectation that the fees that we are all obligated to pay will increase because

the person, or persons, who act as receiver will get paid for their work rather than

function as volunteers like the Board of Directors does. And the fees will go up

without any consultation with you.

We cannot overemphasize the importance that we believe this decision will have.

Please consider all the implications of the choices that we face, and by all means

vote on it.

Sincerely,

OLCA Board of Directors

