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April 24, 2007 

 
Members 
455 Vallejo Street HOA 
C/o Laurence Management 
Ms. Leslie Laurence 
1242 Francisco Street, Suite #3 
San Francisco, CA 94123 
   
 Re: 455 Vallejo Street Owners' Association:  Disclosure Packet 
 
Dear Members: 
 
 As you may know, my firm provides general counsel services to the 455 Vallejo 
Street HOA.  I have been working closely with your Board of Directors, Manager and 
Financial Manager since the rock slide occurred on February 27.  The Board has asked 
for my assistance in providing you with a Disclosure Package for your use. 
 
 Following is a brief recap of the situation to date: 
 

1. What Happened? 
 
 The rock slide started on Tuesday, February 27 at approximately 3:15 a.m.  We 
believe that about 70% of the slide started on 1021 Montgomery Street, although some 
of it was on your property.  The timing was actually fortunate; it was reported that 
people were in the office of Showgirls on Broadway until about 2:45 p.m., and if the 
slide had occurred earlier or people had been in the office later, there might have been 
serious injuries or fatalities.  The City of San Francisco responded quickly, and red-
tagged at least seven buildings, including yours.   
 

The City summoned affected property owners to two lengthy meetings at the 
Department of Building Inspection (“DBI”) and threatened that unless required repairs 
were timely made, the City would hire its own contractors and engineers, charge the 
owners for all the repairs, and also charge the owners, including you, the sum of 
approximately $1,600,000 for police and security work on Telegraph Hill.  Unfortunately 
for the owners, the City has broad power, called the “police power of the state,” and 
did have a legal basis for carrying out its threats. 
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In addition, rain was predicted, and there was a real risk that unless certain 
conditions were stabilized quickly, the slide might get worse and do more damage to 
your building and to buildings below, or even cause bodily injury or death.  The City 
gave us only about 72 hours to come up with a plan and begin doing work. 

 
2. Who Are the Association’s Contractor and Engineers?  How Were They 

Selected? 
 
Your Association had been working with the soils engineering firm of Miller 

Pacific in the past, and had already obtained a detailed survey, showing all of the 
property lines on the hillside.  We contacted five or six qualified engineering contractors 
in an effort to do the work; however, several of them declined the job, since it was very 
risky; had to be done immediately; and required contractors to pull personnel from 
existing jobs.  Most of those who agreed to do the work required written “indemnity” 
agreements from each of the owners at 455 Vallejo Street.  In addition, Miller Pacific, 
Lou Gilpin, and others that we had hoped would help suddenly decided, two hours prior 
to the City deadline, that they would not work on your project at all unless each Owner 
of the 45 condos at 455 Vallejo signed indemnity agreements, agreeing to personally 
defend and pay for any damage to third parties that could occur during the stabilization 
effort.  I believed, and the Board agreed, that this was an unreasonable request, and 
even if we had wanted to try to get the indemnities signed, which we did not, there was 
simply no time. 

 
The only contractor who agreed to do the job within the time allowed was 

Granite Excavation and Demolition, Inc.  Granite has its offices on Potrero Hill, and has 
a great deal of experience with rockslides and other earth movement issues.  The City 
of San Francisco would not allow any contractor on the hill who was not approved by 
the City; however, the City was happy with Granite.  Granite has a $10,000,000 liability 
policy, although it did require indemnity from the HOA, but not from the individual 
owners, in order to do the job.   

 
Normally, owners don’t have to indemnify contractors; instead, usually the 

contractor must indemnify the owner from claims of damage.  However, your situation 
was not a normal situation.  The job was extremely risky, and the contractor 
determined that this was a headache that he didn’t need, and would not even accept 
the job without the indemnities.  No one wanted to provide the indemnities, but it 
seemed that all the alternatives were worse. 

 
Fortunately, the most dangerous aspects of the hillside have been stabilized, and 

no one has been hurt.  The only property damage has consisted of one broken window.  
Granite has paid for the broken window, even though, under the indemnity agreement, 
Granite could have required your Association to pay for it. 
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In addition to requiring an engineering contractor, the City also required that you 
engage a geotechnical engineer and a structural engineer.  When all of your existing 
consultants bailed out on us, only two hours before the City deadline, I called Michael 
“Mac”) McLaughlin of Granite to ask if he knew of engineers who would agree to assist 
you on such short notice.  Mac made some calls, and identified Cotton-Shires, a large 
and very reputable geotechnical firm in Los Gatos, and Carl Chan, a Structural Engineer 
with Sure Engineers.  We submitted their names to the City and the City approved 
them.  

 
3. What Work Has the City Required? 

 
The first work required by the City involved removing slabs and a deck that were 

broken and poised precariously in a position where, if they were not properly 
addressed, they could have fallen farther down the hill, causing serious property 
damage.  The City also required the removal of a broken section of a retaining wall and 
of a large rock that was about to slide.  Some of the work was in the vicinity of the 
property line between 455 Vallejo Street and 1021 Montgomery.  The owner of 1021 
Montgomery has been extremely uncooperative so far, although he has finally engaged 
consultants to help him evaluate the situation. 

 
 Granite brought in a huge crane to assist with the work, and ran two ten-hour 
shifts per day for the first four days until the most seriously dangerous work was 
brought under control.  Granite workers had to use ropes to rappel down the hillside, 
similar to what is done by mountain climbers who do technical climbing.  Other workers 
were up in baskets, even after dark.  For the first four days, John Wallace of Cotton 
Shires and Carl Chan of Sure Engineering were onsite for very, very long days.  The City 
established a “command post” and was also on site and in contact almost constantly.  
Because the work was so dangerous, we had to establish an evacuation plan in order to 
immediately transport to the nearest hospital any worker who was hurt on the job.  
Fortunately, the contractor knew what he was doing, and was extraordinarily careful, 
and no one was hurt, and no property was damaged, except for the one broken 
window. 
 
 After the initial work was completed, our engineers wrote reports to the City, 
and, based upon those reports and on the advice of engineer Frank Rollo of Treadwell 
& Rollo, the engineering firm engaged by the City, the red tags were lifted on 33 of the 
homes in your building about ten days after the slide occurred.  Since then, the City has 
required some additional work in the vicinity of the retaining wall, and has required 
Cotton Shires to perform a detailed geotechnical study, including preparation of a 
topographical map of the slope.  This report is now finished, and it has assisted us to 
understand the failure mechanism and the current condition of the slope so that an 
overall plan of slope stabilization can be implemented.  This may involve work on 
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adjoining properties, as well as within your property lines.  Cotton Shires has also 
identified an alternative which involves stabilizing measures only on your property, 
although of course, the City prefers an alternative under which the entire hillside would 
be stabilized.  An overall plan for the entire hillside would involve cooperation of a 
number of other property owners, since much of the work would be done on their 
property and not on yours.  We are not overly optimistic that they will cooperate with 
this effort, since we have not done so in the past. 
 

During the last two weeks, our engineers have secured the City’s permission for 
eight more of the Units to be reoccupied, leaving four that are still red-tagged.  
Although the four units that are still red-tagged have no physical damage, the 
engineers are concerned that they could be damaged if another slide were to occur.  
The Board is working hard with the engineers to present a proposal to the City that will 
allow the Owners of these four Units to return home as soon as possible.  This will likely 
involve installing rock anchors on the 455 Vallejo Street property, as well as some slope 
stabilization work.  Such work would protect all Owners from unnecessary damage due 
to the forthcoming rain season, or in the event of a future slide, and would be beneficial 
for that reason as well. 
 

4. What is the Insurance Situation? 
 

Almost immediately after the rock slide occurred, the Board engaged Chipman 
Miles, Esq. of the Miles, Miles & Westbrook firm in Walnut Creek to assist the 
Association with insurance coverage issues.  Mr. Miles is a well-known insurance 
coverage expert, and he has particular expertise with rockslides and with other earth 
movement issues.  He has been a practicing attorney in the Bay Area for more than 
thirty years, and has successfully handled negotiations, litigation, and even appeals to 
the California Supreme Court with respect to these issues.   

 
Mr. Miles obtained the Association’s insurance policies from Leslie Laurence, and 

has already submitted written “tenders” to those insurers.  The insurers are currently 
investigating the Association’s claims, both for damage to the building and for a defense 
of the lawsuits that may come your way from the owners of properties below yours on 
the hill.  We have not yet received a written decision from the insurers concerning what 
they will and will not cover.  However, one of the insurers, Allstate Insurance, has 
agreed to appoint Michael Ney, a very experienced insurance defense attorney in 
Walnut Creek, to defend the Association from the lawsuits that will likely be filed.  
Travelers Insurance and the earthquake insurer are still investigating the claim. In the 
event that the insurers should make a decision which Mr. Miles believes is unwarranted, 
based upon the policy language and relevant case law, then Mr. Miles will guide the 
Association in its efforts to get the insurers to perform their contractual duties under 
the policies. 
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5. What Are the Next Steps? 

 
As I see it, here are the next steps: 

 
A. Cotton-Shires needs to provide the City with a proposal for stabilizing your 

property and for installing rock anchors on your portion of the hillside,  
and the City needs to agree that if this work is done, the Owners of the 
remaining four units that are red-tagged will be able to reoccupy their 
homes.  The City may not be willing to make such a recommendation until 
after a meeting to be held on May 10 with all property owners, since the 
City is pushing for an overall solution involving all property owners.  
However, the Board has instructed the engineers to prepare a written 
proposal for this work, and has asked that the proposal be provided to the 
Board by April 30, 2007.  The engineers anticipate that they will be able 
to meet this deadline.  If the proposal is acceptable to the City, the Board 
anticipates approving it, as it will protect the building from further 
unnecessary damage when the rainy season commences; and it will, if 
approved by the City, allow the remaining red tagged homes to be re-
occupied; 

 
B. We need to get the red tags lifted on the four Units; the Board is doing 

everything possible to expedite this, since no one wants to go into the 
rainy season without making sure that your portion of the hillside is as 
stable as possible and that the building is protected from further damage; 

 
C. Once the engineers’ designs are completed, we need to obtain bids to 

perform the needed work; the Board now has the option of sticking with 
Granite or of engaging another firm, since the really dangerous conditions 
have been abated and the indemnity provisions should no longer be 
required; 

 
D. The Board will likely obtain a bank loan to help fund the remaining work, 

at least while we are seeking other sources of money.  Such loans are 
typically for five to seven years, although some lenders will, in appropriate 
circumstances, make loans for up to ten years.  The loan would be 
secured by the future obligation of the Association Members to pay 
assessments. 

 
E. It is likely that litigation will ensue.  Downhill owners may try to blame the 

slide on your association.  You may need to sue other owners in order to 
obtain money for work that you have paid for that is their responsibility.  
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Granite has been keeping careful records of work that we believe should 
be charged to the owner of 1021 Montgomery.  Part of the deck, slab, 
and attached rock that the Association had to remediate were on his 
property, but the City required you to take care of them because these 
components were physically attached to your building.  The Association 
anticipates that the insurance companies will defend you from any suits, 
at their expense. 

 
Decisions concerning such litigation cannot be made until more information 

becomes available.  No suits have been filed to date; the geotechnical information has 
not been finalized; and everyone is still waiting to determine the total cost to each 
property owner that will be caused by the slide.   

 
The Association has engaged attorney Mark J. Wleklinski of Concord to 

spearhead the Association’s litigation efforts, to the extent that they are not handled by 
the insurance defense counsel.  Mark is an experienced litigator who has successfully 
handled similar lawsuits for more than thirty years. 
 

6. Attached Information  
 

Attached please find, for your information, the following documents: 
 

A. Copies of all Association insurance policies; 
 
B. Copies of all letters tendering claims to the Association’s insurers; 

 
C. Copies of the Granite contract and all change orders; the engineers are 

currently working under Granite’s contract, although the Board has 
decided to contract directly with the engineers from now on, since we are 
no longer under the City’s 72 hour deadline. 

 
Your Board Members will be working with the professionals in order to get all of 

you through this difficult time in a way that protects your property values and your 
money in the best way possible, given the adverse conditions. 

 
If you have questions about this letter, please send them to Laurence 

Management in writing.  If the Board needs legal input in order to answer your 
questions, the Board can contact the appropriate attorney.   

 
Please do not contact me directly, since the Association needs to conserve its 

funds at this difficult time, and it cannot stay on budget if it incurs uncontrolled legal 
costs due to Owners contacting the attorneys directly.  My firm, and the other 
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attorneys, will continue to use our best efforts to resolve your issues as quickly and as 
cost-effectively as possible. 

 
My further reports will follow. 
 

Very truly yours, 
 
LAW OFFICES OF ANN RANKIN 
 
 
Ann Rankin 

Enclosures 
Cc:  Mark J. Wleklinski, Esq. 
       Chipman Miles, Esq. 
       Board of Directors 
AR:gr 
 
 
 
 






































































