                                DENARAU OWNERS GROUP

                                         End of year update 
Things have started to move very quickly over the last couple of weeks, no doubt as a result of our push to get a fairer deal for residents. We have had several meetings with DCL directors and other interested parties and I set out below a summary of the major issues. Yesterday we had a Chairpersons’ Meeting – one of many over the last few weeks, but this time attended by DCL and Tabua personnel and this was followed by a DCL board meeting.

I should just remind you that the major issues that we have been pushing are DCL board seats, infrastructure, completion of financial accounts, beach parks, future development.

As you are aware, we have sought legal advice on our position and the first draft prepared by an Australian barrister is clear in that we should be given two board seats immediately and that we have a good case on our other grievances. DCL/Tabua are aware that we have sought this legal advice. 

Board seats 

Yesterday, Peter Nicholas, CEO of Tabua offered to transfer control of DREL to the residents. This is the company that appoints directors on behalf of residents. While this is a welcome step, because eventually we will have to run our own affairs in the same way that the hotels and other stakeholders run theirs, it is not a simple task to take this on.

Because DREL is a legal entity, a subsidiary of Tabua, we need to exercise due diligence before we except responsibility. We do know that at the present time, there are insufficient funds to meet its obligations. In actual fact, there is a shortfall of about $150,000. This is largely because of unpaid rates and I will elaborate on these later.

We have sufficient funds from the money raised from residents for legal fees to do an audit of DREL and it is my intention to do that in the new year. We then have to decide whether a company structure, such as exists now, or another form similar to a body corporate is more appropriate for ease of operations, tax reasons etc. Also how do we staff it? We might not be able to access the person who looks after it now. This organization will be responsible for fixing and collecting rates etc and maintenance of the residential precincts.

Another issue that was raised at the end of the DCL board meeting was the structure of relative shareholdings. Currently the residents own 30,000 shares (out of 100,000) in DCL. This entitles us to 2 board seats. Because of the higher number of hotel rooms, the sale of the golf course land to Starwood Group and the uncertainty of what they will do with it, it is possible that a restructure of the shares might be requested. This could affect the number of board seats we hold, but without it, we could be unfairly levied with rates. It is too early to form an opinion on this, but we will monitor the situation.

Infrastructure

The biggest issue under this heading has been the lack of water pressure available over the last few months. Several times, we have run out altogether and the hotels have been buying in water and pumping out of the mains, which has exacerbated the situation.

This situation has been well known for many years, but was made worse in August because PWD diverted water from our lines to other areas of Nadi. This is about to get worse because of several new developments on the Denarau Road which will further drain off the water to Denarau. Several suggestions have been followed up, but a decision was made yesterday to accept an offer from PWD to install a new dedicated line from Blackwater dam to Denarau. This will result in DCL paying $1m towards a total cost estimated at $3.5m. If their estimates are right, it should solve our problems for the foreseeable future. There is currently $700,000 available in DCL funds, but DCL has to borrow the rest or levy all stakeholders including the hotels etc. We should know by Christmas which option it will be.

Future Development

Despite problems with infrastructure, DCL has allowed development to continue. The Hilton Hotel and the new laundry which uses the equivalent water of 70 houses good examples. 

A new subdivision is planned for the land past Marina Point where 20 half acre blocks are proposed. We are currently seeking the views of the Marina Point residents to this. Part of this proposal is the creation of one of the Beach Parks that residents were promised when they purchased. We have warned Tabua/DCL that it is unlikely that MP residents will agree to this and Tabua have undertaken to find an alternative site which might not be on the water, but will be a recreation area for the residents. In addition the land in front of Golf Terrace is to be sold and it is likely that the Community Hall can be relocated to this park.

Financial Statements

We have been concerned about the tardiness in preparing financial statements by DCL. We understand that there are several unresolved issues and what Tabua/DCL call “underbilling”. It is only in the last couple of weeks that the 2005 and 2006 accounts have been finalized. This is obviously unsatisfactory and probably in contravention of the Companies Act. We continue to press DCL on this.

Budgets

DCL have made a concerted effort to reduce costs and have pruned their staff from 80 to 45 with plans to reduce further. It is yet to be seen whether services are affected, but the result is a reduction in levies including ours. We could reduce rates next year except for the shortfall in the DREL accounts caused mainly by unpaid rates. The residential precincts currently owe over $315,000 in unpaid rates with 46% or $145,000 over 90 days overdue. If we are going to maintain Denarau as a prestige residential area, then this has got to change.

It is likely that our rates won’t reduce until we can make up the shortfall or encourage everyone to pay their rates on time.

DCL have been getting tougher in debt collecting, but are about to get even tougher. Services will be withdrawn, caveats lodged and if not successful will move to obtaining judgements and selling properties. This has the support of all the Chairpersons and I encourage everyone to check their position and talk to DCL if needed.

A new system of direct debit or credit card charge outs will be introduced.

Other items of interest

The shuttle buses have been sold to a private operator and a user pays system will be introduced.

The new fire station has been completed and a new police station is about to commence. 

The Starwood Group which recently purchased the remaining golf course land have signaled that some land and properties which DCL used rent free will now be charged for. 

Roger Hinves Chairperson for Marina Point and representative with me at DCL meetings has returned to Australia to live. He has done a great job and will be missed. His place as MP Chairperson is Max Storck.

Summary

A lot has happened over the last couple of months and I doubt whether the progress made would have happened without us pushing with your support. As you can see from this update a lot of important decisions need to be made over coming weeks and it will take some time to bed things down.  
We are going to conduct a meeting of all residential owners on the 12 January at 2:00pm at the Community Centre. We will allow time after the meeting for precincts to hold their AGMs to elect Chairpersons etc. If you are in Fiji over the new year please try and attend the meeting. Remember we all have a significant investment and interest in Denarau.

Kind regards and all the best for Christmas and the New Year.

Bob Lyon

Chairperson The Cove & representative at DCL board meetings.
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