The Miami Herald

Drywall seller kept a dirty secret
BYLINE: NIRVI SHAH; nshah@MiamiHerald.com
SECTION: A; Pg. 1
DATELINE: May 20 2010 

A Miami drywall distributor knew it had supplied problematic imported wallboard to home builders four years ago, according to a confidential agreement it signed with a major Chinese drywall manufacturer.

After builders complained to the distributor, the Chinese manufacturer replaced Miami-based Banner Supply's inventory of Chinese-made drywall with American-made products.

But Banner never said anything about the complaints to the government or previous home buyers, information that could have prevented other homeowners from getting into the expensive, smelly predicaments they now face, according to Miami attorney Victor Diaz.

Banner's general manager, Edward Matthews, referred questions to an attorney who did not return phone calls.

According to industry publication Southeast Construction, Banner was one of the region's top building suppliers in 2007.

Although homeowners had been experiencing problems with their houses – including an odor like rotten eggs or chemicals, failing appliances and corroding air conditioner coils – it wasn't until late 2008 that drywall was thought to be the source. During the past year, the Consumer Product Safety Commission has received about 3,300 complaints about problem drywall from homeowners in 37 states and the District of Columbia. Many of those complaints come from Florida.

Enough drywall was imported from China to outfit 100,000 homes nationwide, according to Washington consumer advocacy group Americas Watchdog and shipping records that show how much drywall was brought into the U.S. Much of the suspect drywall is believed to have been imported during the housing boom and rebuilding efforts that followed several destructive hurricane seasons.

Next month, several lawsuits against Banner are scheduled to go to trial in Miami-Dade Circuit Court, the first to be heard in Florida. Diaz, who is representing many homeowners, is pushing the courts to unseal agreements Banner made in 2007 but still won't talk about.

Diaz's case could bring to light efforts of manufacturers and distributors to keep information from homeowners and government, a disclosure that could have reduced the use of tainted drywall.

U.S. government testing has confirmed that emissions from bad drywall can corrode appliances and ruin wiring, but tests for health problems are ongoing.

In federal court in Louisiana, where scores of cases against foreign drywall manufacturers are being heard, one Chinese drywall maker, Knauf Plasterboard Tianjin, has admitted that its drywall is defective and unfit for its intended purpose.

The company, the only Chinese manufacturer responding to U.S. court proceedings, settled out of court with builder Beazer Homes this week, offering to pay to fix homes in two developments in Southwest Florida constructed with KPT drywall.

Although KPT would not provide the agreement signed with Banner, the company told The Miami Herald it replaced about 2.2 million square feet of Banner's drywall supply in 2007, after the company contacted them about odor complaints and concerns about emissions from the wallboard in late 2006.

An average home uses 9,000 to 10,000 square feet of drywall, according to the Gypsum Association, meaning Banner's replaced product in 2007 could have been enough for more than 230 homes.

Earlier in 2006, a toxicology company hired by KPT tested the drywall and found that it emitted sulfur-containing compounds at higher concentrations than found naturally in the air, but the findings weren't severe enough to ignite a public health concern.

Some foreign manufacturers have reported health- or life-threatening defects with their products to the U.S. government, which have resulted in recalls, said Scott Wolfson, spokesman for the Consumer Product Safety Commission.

Anyone else in the chain – American importers, distributors like Banner and so on -- must also disclose problems.

In a statement this week to The Miami Herald, KPT spokesman Don Hayden said that ``because there was no basis for any health or safety concern, we did not contact the CPSC or any other government agency. When issues were later raised about impact to other components of the house [such as appliances] in the summer and fall of 2008, we participated in investigations by both state and federal agencies.''

One couple Diaz represents, Jason and Melissa Harrell, moved early last year after the smell at their Homestead house became overwhelming and nothing they did relieved the respiratory problems their children were experiencing.

``Jason and Melissa Harrell didn't buy until January 2008,'' Diaz said. ``I'm sure they would have liked to have had the same information Banner had, even if it was unconfirmed, if builders and installers were saying `We do not want this drywall.' ''

Miami attorney Ervin Gonzalez, who also represents a number of homeowners, said Banner had an obligation to take the testing further and tell someone about builders' concerns.

``You would expect a respectable company to protect their customers and their customers' customers,'' said Gonzalez, whose clients Armin and Lisa Seifart are also scheduled to have their case heard next month. ``They kept the matter to themselves. That's wrong. It's disturbing.''
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At least two builders were ``panicking'' in late 2006 over the smell coming from drywall they had acquired from Miami-based Banner Supply, according to e-mails and letters, and the builders had isolated the problem to wallboard made by a Chinese manufacturer.

Despite concerns -- one builder said it could not sell some of its homes because the smell was so potent -- none went public with their problems. It wasn't until at least two years later that homeowners began reporting the effects of hydrogen sulfide emissions from the drywall eating away at their properties, and some believe, their health.

The letters and e-mails are part of court files in local and federal lawsuits against many companies in the drywall production and supply chain. The documents offer a glimpse of what some call a concerted effort to deceive consumers.

``What I can say for the consumers: They were duped,'' Miami attorney Ervin Gonzalez said.

AT TRIAL

Gonzalez's clients Armin and Lisa Seifart are in the midst of repairs to their Miami house, which they say has been damaged by the toxins seeping from drywall made in China. Their case against Banner Supply will be the first jury trial in the country regarding Chinese drywall. It is scheduled to start Monday.

``Had anybody rung the bell and said `There's a problem here,' do you think any of these problems would have occurred? They could have prevented three years' worth of [affected] homes being sold. Banner could have been heroes,'' Gonzalez said.

Instead, the Consumer Product Safety Commission is now in the midst of the largest investigation of a problem product in its history. Lawsuits against builders, suppliers, distributors, importers and manufacturers are piling up. Many homeowners are living in their smelly houses or trying to juggle rent and mortgage payments for homes they've abandoned.

About 3,300 complaints about drywall nationwide have been filed with the CPSC. In Florida, about 750 homeowners have complained to the Department of Health.

Banner's attorney did not return phone messages Wednesday, nor did builders GL Homes or WCI, whose executives contacted the supply company via e-mail about drywall problems in 2006. WCI built a number of homes with Chinese drywall in Coral Springs and Parkland, among other places, and GL is repairing some of the homes it built with Chinese drywall in Palm Beach County.

`LIKE FLATULENCE'

But in a sworn deposition in May, Banner executive Scott Giering said he wasn't aware of any problem with the Chinese-made drywall his company sold, other than through media reports. When Gonzalez asked him about if he was aware the drywall smelled bad, Giering said that was up for interpretation.

``Some people happen to like rotten egg smells,'' Giering said.

``Smells like flatulence, doesn't it,'' Gonzalez asked, to which Giering replied, ``Some people happen to like that.''

Builders using the drywall Banner supplied apparently did not. In a November 2006 e-mail, Banner Supply executive Mickey Coblentz said WCI and GL Homes were ``panicking.'' The message was to United States Gypsum, which was sent samples of smelly drywall for testing. Coblentz wrote that builders had isolated the problem to drywall made by Chinese company Knauf Plasterboard Tianjin.

``Every day is getting nastier,'' he wrote, ``hopefully it is nothing but I need a representative from Knauff (sic) to contact me ASAP.''

An e-mail from Asian importer Rothchilt International to KPT a few days later went on to say, ``It will be a big problem not only in Miami but all over the USA market, maybe cover thousand (sic) of houses.''

USG told Coblentz they sent the samples to a university in Germany for odor testing.

The documents obtained by The Herald don't contain complete results of those tests, but the head of research and development for KPT's parent company there wrote in an e-mail that he could detect a ``sweet smell'' from the samples.

``Of course I am aware of big problems with Knauf boards from China,'' wrote Hans-Ulrich Hummel, KPT's research chief.

Two days later, KPT told its suppliers to stop selling and installing its product. At the end of that November, a lab hired by KPT found that there were no public health concerns posed by the company's drywall. The company has used that finding as a reason for not publicizing its testing or complaints about its wallboard.

FEDERAL TESTING

U.S. government testing of some brands of Chinese drywall has shown hydrogen sulfide emissions are the cause of corroded air conditioners, blackened metals and damaged wiring in homes built with the product. While homeowners have also complained that they have experienced breathing problems, nosebleeds and headaches they believe are caused by drywall emissions, testing hasn't confirmed a link.

Attorneys representing homeowners are pushing to unseal confidential agreements between Banner and KPT made in early 2007. KPT, which would not release the agreements, said it called for replacing about 2.2 million square feet of Banner's drywall supply in 2007, after the company contacted it about odor complaints and concerns about emissions from the wallboard in late 2006.

A federal judge in Louisiana has found KPT responsible for paying to repair a home in Louisiana damaged by the company's drywall. Another Chinese manufacturer that hasn't participated in U.S. court proceedings was found liable in the case of seven Virginia homeowners.

On Wednesday, Banner asked for a change of venue in the Seifarts' case. Also Wednesday, a hearing in Miami-Dade Circuit Court ended without a ruling on whether the agreements would be unsealed. Decisions about both issues could be made later this week.

"Information contained in those documents is absolutely critically relevant for the truth to get out about when people knew about this problem," Miami attorney Victor Diaz said during the hearing.

CPSC guidelines for repairing homes damaged by drywall's effects call for essentially gutting the buildings. On Tuesday, Gov. Charlie Crist signed into law a measure that would require county property appraisers to drop 2010 values for homes with defective drywall to as little as nothing if they cannot be used without remediation. The law expires in 2017 and does not affect the value of the land.

The Miami Herald

Chinese drywall was so bad supplier wouldn't take it for free
BYLINE: NIRVI SHAH; nshah@MiamiHerald.com
SECTION: C; Pg. 1
DATELINE: June 5 2010 

Miami-based Banner Supply was so uncomfortable with Chinese-made drywall, the company wouldn't even take it even if it was free, a company executive testified late last month.

That revelation, along with a confidential agreement between Banner and Chinese drywall manufacturer Knauf Plasterboard Tianjin made in 2007 became public Friday, when they were unsealed by Miami-Dade Circuit Court Judge Joseph Farina.

The unsealed documents will play a key role in the first jury trial in the country over Chinese drywall, which begins Monday in Miami-Dade Circuit Court. At issue is drywall linked to corrosion in homes across the U.S., including many in South Florida.

Local and federal lawsuits contend many companies in the drywall production and supply chain intended to deceive consumers.

``Why is it that KPT is still fighting homeowners in the United States? Why not do for Jason and Melissa Harrell what they did for Banner Supply?'' said Miami attorney Victor Diaz, who represents the Harrells and other clients affected by Chinese drywall.

Under the confidential arrangement unsealed Friday, KPT agreed to substitute Banner's remaining supply of drywall from China at no charge, and Banner not say a word to anyone about the switch.

In a statement Friday, KPT said it did not have information from other customers that there were complaints of odor in the company's drywall sold to those customers.

Several months after KPT struck a deal with Banner to swap out Chinese-made drywall with domestic, KPT offered to give Banner the product.

``They offered me the drywall for free and I said no,'' Banner executive Donald ``Mickey'' Coblentz said in a deposition. ``I go, `You take care of your board. I don't want it.' ''

According to the deposition, Coblentz said he explained the situation to a KPT employee like this: ``I said to him if I was a lawyer, OK, I would open this case and close it. Opening arguments would be my closing. I'd go to the jury. I'd take a piece of that drywall, the Chinese, have them smell it. Give them a piece of American, have them smell it. And I'd say at the end what house do you want to live in.''

In an interview Friday, Banner attorney Michael Peterson said his company is a victim alongside homeowners. His company turned to KPT when installers told Banner there was a smell coming from some of the drywall.

KPT tested the product – including for the emission of sulfur compounds now blamed for the product's corrosive effects – and found no health risk.

``Banner as a distributor is not responsible for testing its products,'' Peterson said. ``We, just like the homeowners, expect [KPT] to step up and pay for the damage.''

Homeowners Armin and Lisa Seifart of Miami are among those suing Banner – and whose case goes to trial Monday.

The documents establish ``that the defendant had actual knowledge with the problems with the drywall . . . that Banner wanted to take care of itself and nobody else,'' said Miami attorney Ervin Gonzalez, who is representing the Seifarts. ``In essence, KPT recalled the product for [Banner]. Banner didn't have the courtesy to recall the product for its own customers.''

