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Understanding FHorida’s New Condo
Safety Laws: The Surfside
Legislation and its Impacts

Presented by:
Michael Rothman, Esq., Sr. Manager

Fund Legal Education Dept.

Champlain Towers South Collapse
June 24, 2021 @ 1:22 a.m.

* 40 years old at time of collapse
* 98 killed
135 apartments destroyed

* Financial cost - $1.02 hillion
settlement with families of victims




Unprecedented, International Event

State’s Response — Surfside Legislation

2022 Special session - SB 4-D
 Signed into law May 26, 2022

2023 General session - SB 154
« Signed into law June 9, 2023

2024 General session — HB 1021
* Signed into law June 14, 2024




By the Numbers

Impact of New Laws Cannot be Understated

* Florida has approx. 1.5 million
condo units

* Housing over 2 million people
« 28,000 associations statewide
* 912,000 units 30+ years old
600,000 units 40+ years old

Major Changes

» Milestone Inspections
required

» Structural Integrity
Reserves Study (SIRS)
required

» New rules on reserves
and voting

» New disclosures




And Finally ...

Champlain Towers land
sold at auction for $120
million to Dubai-based
developer.

12 story, 57 luxury unit
mid-rise planned.

Florida Building Safety
Legislation




Milestone

Inspections

Milestone Inspections - General

Primary concern is with critical
structural elements:

* Foundation

* Load-bearing elements
» Shear walls

* Roof deck

» Balconies

- not cosmetic issues like
cracked stucco or paint.
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Milestone Inspections - General

Applies to any building three or more
stories, whole or in part residential
condominium or co-op, incl. mixed-use
buildings.

Does not apply to single, two, three or
four family dwellings with three or fewer
habitable stories.

Not a determination if building is to code
or a fire safety inspection.
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Milestone Inspections — General

Phase | — visual inspection of
* By licensed architect or engineer

Phase 2 (if needed) —

* When “substantial structural
deterioration” is noted in phase 1

« Destructive or non-destructive testing
done to ensure building safety at
inspector’s direction
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Milestone Inspections - General
Key SB 154 Changes

Can be led by a “team of professionals”
« Architect or engineer acting as
design professional in charge

* Reports may be signed & sealed
by a “qualified team member”
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Milestone Inpsections - General
Key Sb 154 Changes

* Limits milestone inspections to
buildings that include a residential
condo or co-op

» Confirms that all owners of a mixed-
ownership building in which portions of
the building are subject to the
condominium or cooperative form of
ownership are responsible for ensuring
compliance and must share the costs
of the inspection
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Milestone Inspections - General

Florida Building Commission has
implemented a building safety
inspection program through the
Florida Building Code.

Created common forms for use
during inspections.
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Milestone Inspections —Phase |
What may be expected

Avisual examination A historical analysis A qualitative

of habitable & non- of existing construction assessment of
habitable areas of a documents, permits, structural conditions
building, including the inspections, & g

major structural maintenance records of the building
components of a based on the .
building examination & analysis

by the inspector
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Milestone Inspection —Summary of Findings
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Inspections due by December 315t of year
that building turns 30 years old

Then every 10 years

Buildings that turn 30 before July 1, 2022:
due by December 31, 2024

Then every 10 years

Buildings that turn 30 b/w July 1, 2022 and
before December 31, 2024: due by
December 31, 2025

Then every 10 years

Milestone Inspections —When Due
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Milestone Inspections — When Due

Building dept. may determine
local circumstances, incl.
proximity to salt water, will
require milestone inspection by
Dec. 31st of year building turns
25.
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Milestone Inspections — When Due

Allows local enforcement agency to:
« Extend deadline on condo’s “good
cause” petition

» Accept inspection & report done
before July 1, 2022, if it “substantially
complies” with milestone inspection
requirements

- As per SB 154 (2023).
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Milestone Inspections — Reports

* Inspection report results provided to local
building dept.

« Association must maintain reports 15
years

= Unit owners, tenants & prospective
purchasers have right to inspect reports
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Milestone Inspections - Association Duties

Association required to:
* Post copy of inspector’'s summary at property
« Mail/deliver to each owner, regardless of finding
 Publish full report & summary on required association website
« Commence phase 2 repairs w/in 365 days

* Failure to proceed requires municipal authorities to assess
building’s safety for continued occupancy
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Milestone Inspections — Association Duties
Key SB 154 Changes

* Association must give unit owners
notice of milestone inspection
deadlines

* Electronically or

* By posting on association
website

» Association must distribute copy
of summary of inspection reports
to unit owners within 45 days of
receipt
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Is 1t Working?

24




Structural Integrity
Reserve Study & New

Reserve Rules




SIRS - General

Reserves as Percentage of Annual Budget

MIAMI 9%

Las Vegas 14%
Chicago 15%
Boston 18%

Los Angeles 33%

27
Source: FirstService Residential
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SIRS - General

Prior to Surfside legislation, only roofing,
painting, paving and items w/deferred
maintenance or replacement cost of $10k+
were statutorily required to be reserved for in
budget.

Did not necessarily require professional input.

Associations could vote to waive, partially
fund reserves - and ignore structural repairs.
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SIRS - Components

Per Sec. 718.112(2)(g), F.S. Buildings 3+ Stories Must Now Reserve for:

Load bearing walls n : .
or other primary hifepropfingieiiive Plumbing Electrical systems
structural members | | Protection systems

Items affecting .
Floor Eoundation

Waterproofing & Windows & exterior structural systems
costing $10k+ to (later deleted) (later deleted)

exterior painting doors ostin
maintain or replace

SIRS —When Due

 For associations existing
on or before 7/1/22 and
controlled by unit owners,
SIRS due by December 31,
2024

* A SIRS must be done at
least every 10 years after
the condo’s creation
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SIRS - Function

Common
areas being
visually
inspected by
licensed
architect or
engineer

Estimated
remaining
useful life &
replacement
cost or
deferred
maintenance
expense of
each item
visually
inspected

Areserve funding
schedule with
recommended
annual reserve
amount that
achieves the
estimated
replacement cost or
deferred
maintenance
expense of each
item inspected by
the end of the
estimated
remaining useful life
of the item

Developer
must perform
at least one
study (per 3-
story building)
before turning
control of the
association
over to unit
owners
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When Reserves Not Required

Reserves do not need to be
maintained for an item for which:

(i) estimate of useful life,

(il) estimated remaining
useful life exceeds 25
years, or

(iii) estimate of replacement
cost

cannot be determined.
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Distribution of SIRS Report

= Within 45 days after receiving SIRS, .
association must distribute copy to each unit
owner

= or deliver notice to owner study is
available for inspection/copying upon
written request

= Association must distribute copy of study or
notice by U.S. mail or personal delivery to
mailing address, property address, or other
address.

= or to e-mail address provided to
association if owner consented to e-
notice

= Per HB 1021 (2024)
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State Website Required
Distribution of SIRS Report

Within 45 days of receiving SIRS, association must provide to Division
statement study was completed and association provided/made study
available to each owner.

« Division to create statement form

* Division to create database on website by 1/1/25 of condos/co-
ops that have reported completion of SIRS

- Per HB 1021 (2024)

37

37

www2.myfloridalicense.com/condominiums/condominiums-and-
cooperatives—sirs—reporting/
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SIRS — When Not Applicable

Does not apply to:
¢ Buildings less than 3 stories tall

* 1, 2, 3, 4-family dwellings with
three or fewer habitable stories
above ground

* Any portion/component of
building not submitted to condo
form of ownership

* Any portion/component not
maintained by association

* Non-residential
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New Budget Reserve Requirements

For budgets adopted on or after Dec. 31,
2024, those associations that are required
to obtain SIRS:

O May no longer vote to waive
reserves

 Or underfund reserves for items
required to be included in a
SIRS
U Can'’t vote to use reserve funds or
interest accrual for any reason other
than their intended reserve purpose

40
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New \Voting Requirements

Associations can still waive or partially fund reserves for
non-SIRS items, pavement resurfacing, etc.

== But now requires vote of 51% of all voting interests, rather
than majority of quorum.
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New Liability of Officers & Directors

* A *willful & knowing” failure of
association to perform milestone
inspection & SIRS is a breach of
officer’s & director’s fiduciary
relationship

* Personal liability for failure
to comply with SB 4-D

42

42




Sales Requirement — Turnover Inspections

Adds turnover inspection report to
required presale disclosures

Developer’s mandatory turnover
iInspection report can involve

* reserve specialists &
professional reserve analysts
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A Word on Windows

» Windows & exterior doors are included
 Sec. 718.112(2)(g), F.S.
* But windows within a unit are typically
responsibility of each unit owner
* Most SIRS will only include windows &

doors in areas accessible to all owners
(e.g., lobbies).

» And see new hurricane protection laws
in HB 1021 affecting doors/windows
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A Word on Windows

Hurricane Protection

» Sec. 718.103(19) provides
uniform definitions, incl. doors,
windows, shutters

» Sec. 718.113(5), w/majority
member vote, condo can
require owners at their
expense to install doors, etc.

* Enforceable as assessment
* Other rules

45
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A Bit More on
HB 1021(2024)

A Very Large Bill Affecting Condos




HB 1021

Bill touches on these
areas

CAM & CAM firms professional practice standards

Conflicts of interest concerns

New rules on board meetings

Official records and accessibility

Board of director education requirements
Hurricane protection

SLAPP

Electronic voting

And more ...

a7
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HB 1021
Condo Meetings

per quarter

incl. repairs, revenues,
reserves

» Associations with 10+ units
must now meet at least once

* At least 4x annually, agenda
must include opportunity for
members to question board,
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48




HB 1021

Online Records

* Effective January 1, 2026, decreases
from 150 units to 25 units 'the
threshold requirement for an
association to maintain specified
records available on the association’s
website or on a mobile device

* Impacts 90% of all Florida condos

» Easier for sellers to obtain records
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HB 1021

Vertical Subdivisions

* Legislative approval of this setup

* Makes clearer that hotel
operator has control of “shared
facilities” (lobby, elevator,
balconies)

* But condo association may
have to share in expenses
* Response to ICON Brickell case

* But does it cut against goal of
condo safety legislation?
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IMPACTS OF THE
SURFSIDE

LEGISLATION

Concerns

* Increased association fees
» Special assessments

* Impact on property values
 Sales of condos

 Financing challenges
* The “Blacklist”

» Master policy insurance
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Disclosures

New Condo Rider CR-7 (Rev. 12/2024)
Takes into account a number of changes

» Paragraph 5:

* Annual financial statement and annual budget must be
provided together with declaration, articles, bylaws &
rules, and FAQs

54
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New Condo Rider CR-7 (Rev. 12/2024)

Takes into account a number of changes

» Paragraph 10:

* If association is required to complete milestone inspection,
turnover inspection report performed on or after Jul. 1, 2023,
% ?IRS, the contract must contain a conspicuous statement

at:

* They have been completed (buyer gets copy & has voidability rights)
* They have not been completed, OR

» Association is not required to have milestone inspection, turnover
inspection report, or %IRS
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New Condo Rider CR-7 (Rev. 12/2024)
Takes into account a number of changes

« Paragraph 11:
* Vertical Subdivisions/Mixed Use Buildings

- Effective Oct. 1, 2024, buyers are to be given a special
disclosure
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To Do

» Make sure using all new contract forms and riders
* Is buyer financing?

* If so, is project on blacklist? Anything worrisome in
Milestone?

* Has Budget Committee received SIRS and placed budget
on agenda?

* Obtain and review last 12 months minutes and agendas
» Consider extended due diligence period
» Consider escrow agreement/holdback
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To Do

 Be prepared to review Milestone Inspection Report

* It's now a “condo doc”

 Properly disclose if required and if done or scheduled
* Review Summary of Findings page

* Phase Il called for?

* It's now a “condo doc”
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To Do

* Be prepared to review SIRS and other Reserve Studies
« Straight line or pooled methodology?

» Review remaining useful life for big ticket items

* Review Budget

* What % of operating revenue is going to reserves
« Bare min. 10%, ideally 25%+
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To Do

 Estoppel Letter to Association
* Get out early
* Determine sp. assessments, increased assessments

* Is Association financing special assessments or planning
to do so?
* What are terms, including payoff terms?
* Pre-pay penalties?
* Is loan assumable? By cash buyer?
» Ask about master insurance policy: deductible,
replacement cost in place,
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To Do

* Inquire into status of possible installation of wind resistant
windows and doors

* Review new statutory paradigm
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HOLD THE DATE
*TRAIN THE TRAINERS

-“Real Estate Agent’s Guide to Florida’s Condo
Safety Laws”

* MARCH 26, 2025
*1:00 — 2:00 pm ET via Zoom

* Join Zoom Meeting
e https://oldrepublictitle.zoom.us/j/3982590973?0mn=89383368470
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Thank you

for your time and attention
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