CALIFORNIA LAW REVISION COMMISSION STAFF MEMORANDUM

Study H-851 May 10, 2001

First Supplement to Memorandum 2001-42

Nonjudicial Dispute Resolution Under CID Law: General Approach

Attached to this memorandum are the following letters that touch upon the
Commission’s general approach to nonjudicial dispute resolution under common
interest development law:

Exhibit p.
1L TimLange, YUCAIPA . .. ..o 1
2. Donie Vanitzian, MarinadelRey ... ....... ... .. ... ... ... ... .... 3

The substance of the letters is briefly summarized in this memorandum.

Comments of Mr. Lange

Mr. Lange is concerned primarily with issues involving senior citizens in
common interest developments. He has a number of suggestions, some of which
coincide with concepts the Commission will be exploring as part of its
nonjudicial dispute resolution inquiry. His suggestions include:

(1) Governmental support services, perhaps by the Departments of Real
Estate (initial construction and occupancy), Corporations (educate, guide,
monitor), and Justice (intervene in significant or chronic violations).

(2) Educate boards and homeowners.

(3) Designate an advocate for disputes — “Please bear in mind, there is a real
and significant cost for taking your board to task, informally, formally, and
including mediation. These are not strangers, but our neighbors who serve.”

(4) Research needs of seniors and the recourse available to both boards and
homeowners when conflicts arise.

(5) The need is for help from government, not harsh penalties for individuals
or boards.

Comments of Ms. Vanitzian

Ms. Vanitzian is skeptical about the potential for alternative dispute
resolution. She believes what is really needed are laws making association books
and records accessible to homeowners. Her points include:



(1) Both mediation and arbitration are costly and time consuming. “Mediation
is ineffective for homeowners in a CID, and arbitration can not only be confusing
for the homeowner complainant, it is more often than not, futile.”

(2) Making the small claims court available to the homeowner is useless,
unless the rules are changed to require the association to keep books and records
and make them available to the homeowner, enforceable by compensatory
damages up to the jurisdictional limit of the small claims court.

(3) Homeowners should retain voting rights regardless of their current
balance due with the association.

(4) There should be confidentiality of communications between homeowners
and the board.

(5) There should be a moratorium on new CID legislation until the
Commission’s review of the Davis-Stirling Act is completed.

With respect to this last point, the staff notes that the Commission’s position
has always been that the fact that the Commission is studying a topic should not
be used in the interim as an excuse to derail needed legislation. Unfortunately,
we believe the Commission’s study of CID law is being used as an argument by
opponents of bills seeking to defeat the bills.

Respectfully submitted,

Nathaniel Sterling
Executive Secretary
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Dear CLRC:

With your consent, I would like to offer additional comment regarding the
selfmanaged, 30-35 year-old senior citizen CID. It is my opinion at this time,
that the professionally managed CIDs pay close attention to their financial
and other obligations, in accordance with Civil Code Section 1365 (and related
sections). There is a significant chance that many of these type nonprofit
corporations are often run more like a church group or civic club, rather than
a business. Some have no policies, as an example. None. The board members
have no training, no professional guidance, and essentially start over every
year. Deferred maintenance can become a chronic malady.

Please consider a continuum of support services from the state as well as
county levels. It would seem appropriate for the agency responsibilities to be
shared. Perhaps the Dept. of Real Estate to monitor and guide during initial
construction and occupancy, the Dept. of Corporations to educate, guide, and
monitor, and the Attorney General to intervene only in cases of significant
and chronic violations.

Please pursue further educational opportunities for boards and homeowners
alike. It would be beneficial if there were someone assigned from the
executive staff to serve as an advocate for the industry. Please bear in mind,
there is a real and significant cost for taking your board to task, informally,
formally, and including mediation. These are not strangers, but our neighbors
who serve.

In the interest of our aging elders, please review the status and needs of this
special population. This special group of CID owners are frequently physically
and emotionally challenged. We respectfully request that objective research
be considered, regarding the state of the senior CID and the current and
projected recourse available to both boards and homeowners when conflicts
arrive.

In closing, we do not advocate for harsh penalties for individuals or boards.
What we do ask, however, is for the government that created California
Senior Citizen Common Interest Developments to lend us a hand, to throw
us a life ring.




I wish you the very best in these and all endeavors,

Timothy Lange

The Ocotillo Group
11975 Peach Tree Road
Yucaipa, CA 92399

909.797.1891
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Mr. Nathanlal Sterling

California Law Revision Commission
May 7, 2001

Correspondence from our attorneys to the board and from us o the board have
been duplicated and passed around our neighborhood without fear of reprisa.

ALL ADDITIONS TO THE DSA SHOULD BE “STAYED" .

A “MORATORIUM” SHOULD EXIST REGARDING LEGISLATION FALLING WITHIN THE
SUPPOSED PURVIEW OF THE DSA

it is amazing io think that, while the CLRC is reviewing the uselessness of
the DSA, and hundreds if not thousands of homeowners across the State suffer
and are continuing to suffer the consequences of the bad law, that the
Caiifornia legislature continues to enact legistation meant to supplement if not
be incorporated into the DSA. This should notbe.

Did not the CLRC consider requesting the State Legislature to put a stay on
all legisiation affecting the DSA until this mess is sorted out? Would that not be g
suggestion worth looking at!

Sincerely,

NP 7 S—

Donie Vanitzran
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