CALIFORNIA LAW REVISION COMMISSION STAFF MEMORANDUM
Study H-855 February 11, 2010

Memorandum 2010-9

Statutory Clarification and Simplification of CID Law
(Staff Draft of Conforming Revisions)

This memorandum continues the Commission’s work to recodify the Davis-
Stirling Common Interest Development Act (“Davis-Stirling Act”) in order to
improve the Act’s organization, make it easier to understand and use, and
implement noncontroversial substantive improvements.

A staff draft of proposed legislation has already been approved for inclusion
in a tentative recommendation. See Minutes (December 2009), pp. 3-5.

This memorandum presents a staff draft of “conforming revisions.” The draft
includes technical amendments necessary to update cross-references to the
Davis-Stirling Act, to reflect the new numbering in the proposed legislation.

On approval of the attached draft, with or without any changes, the staff will
compile the completed tentative recommendation and release it for public review
and comment.

For the most part, the amendments in the attached draft are purely technical
and straightforward and do not require discussion. The draft does present a few
noteworthy issues, which are discussed below.

To simplify review of the attached draft, the affected language in that draft is
set out in boldface.

In compiling the contents of the attached draft, the staff was assisted by
Nichole Rapier, a student at the University of California Davis School of Law.
Her help is greatly appreciated.

2009 LEGISLATION

The attached draft reflects legislative changes made in 2009. See the staff

notes following Civil Code Section 1633.3; Government Code Sections 66412,
66512; Vehicle Code Sections 22651, 22658.

Any California Law Revision Commission document referred to in this memorandum can be
obtained from the Commission. Recent materials can be downloaded from the Commission’s
website (www.clrc.ca.gov). Other materials can be obtained by contacting the Commission’s staff,
through the website or otherwise.
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GENERAL REFERENCES TO CIVIL CODE SECTION 1351

Civil Code Section 1351 sets out most of the definitions used in the Davis-
Stirling Act, with each in a separate subdivision. There are a number of
provisions of the attached draft that refer generally to Section 1351 when
referencing a specific defined term. For example, Business and Professions Code
Section 10131.01 refers to “a common interest development as defined in Section
1351 of the Civil Code.”

In amending those cross-references, the staff had a choice: (1) refer to the
definition of the term at issue only, or (2) refer to the entire contents of Section
1351.

The staff chose the first option. The amended cross-references refer only to
the proposed provision that would continue the portion of Section 1351 that
defines the term at issue. For example, in revising Section 10131.01, the staff
added a reference to proposed Section 4100, which would continue Section
1351(c) (defining “common interest development”).

This seems to be consistent with the intent of these types of cross-references.
Is this approach acceptable?

On a related point, the staff received input from the Community Associations
Institute (“CAI”) expressing concern that a number of provisions in the Business
and Professions Code use terms that are almost the same as those used in the
Davis-Stirling Act, but not exactly the same. Many of those provisions define the
similar terms by incorporation of the definitions used in the Davis-Stirling Act.
For example, Business and Professions Code Section 11004.5 provides in part:

Any interests or memberships in any owners’ association as
defined in Section 1351 of the Civil Code....

Section 1351 defines the term “association” not “owners’ association.” CAI
suggests that it would be best if the terminology used in the Business and
Professions Code was exactly the same as that used in the Davis-Stirling Act.

In principle, the staff agrees. However, the express incorporation of
definitions from the Davis-Stirling Act eliminates any scope for substantively
different interpretations. Furthermore, an attempt to comb through the Business
and Professions Code and change the terminology used there to conform to the
Davis-Stirling Act is beyond the scope of the current project. The staff
recommends that this suggestion be held for later consideration.



SUNSETTED PROVISIONS

Business and Professions Code Sections 11500, 11502, 11504, and 11505 are
subject to a “sunset” provision that will repeal all of those sections by operation
of law on January 1, 2012 (unless the sunset provision is repealed or amended
before then). See Bus. & Prof. Code § 11506.

Because the proposed law would not operate until January 1, 2013, it might
not be necessary to amend the cross references in the sunsetted provisions. If the
sunset operates as stated, those sections will be repealed before the proposed law
takes effect.

However, there is the possibility that the sunset provision will be repealed or
amended so that the sections are not repealed on January 1, 2012. Because of that
possibility, it is prudent to include the provisions in the current draft of the
proposed law. A Note explaining the situation is included after each such

section.

MINOR ADJUSTMENTS TO SCOPE OF REFERENCES

There are a few provisions where the scope of the cross-reference has been
modified slightly. They are discussed below.

Disclosure to Prospective Purchaser or Lessee

Business and Professions Code Section 11018.6 requires that a property owner
provide specified information to a prospective purchaser or lessee.

In a CID, that information must include the pro forma annual budget and
other financial information provided pursuant to Civil Code Section 1365(a).

Beginning on January 1, 2009, CIDs are also required to provide their
members with a summary of the reserve funding plan. See Civ. Code § 1365(b).
Because that requirement is not part of Section 1365(a), it is not part of the
information to be disclosed under Section 11018.6.

It seems likely that this was an oversight — a failure of Section 11018.6 to
keep up with very recent changes in the Davis-Stirling Act — rather than an
intentional policy decision that prospective purchasers and lessees not be
provided with the summary of the reserve funding plan.

The attached draft would broaden the scope of the cross-reference to include
the reserve funding plan summary, thereby slightly broadening the scope of the
required disclosure. This would seem to be consistent with the policy served by



Section 11018.6 (to provide prospective purchasers with important information
about the fiscal condition of the property). It should not create much of a new
burden, since the association is already required to prepare such a summary and

provide it to members. Is that minor substantive change acceptable?

Truncated Reference to the Davis-Stirling Act

Civil Code Section 1633.3 includes a cross-reference to Sections 1350-1376. At
the time that provision was enacted, the reference encompassed the entire Davis-
Stirling Act. See 1999 Cal. Stat. ch. 428.

In 2004, a new provision was added to the end of the Davis-Stirling Act: Civil
Code Section 1378 (architectural review decisionmaking procedure). See 2004
Cal. Stat. ch. 346.

The staff believes that Section 1633.3 was intended to refer to the Davis-
Stirling Act as a whole, rather than to the specific sections cited in the cross-
reference. To effectuate that intent, the cross-reference should also encompass
Section 1378. The staff sees no reason why Section 1378 should be omitted.

In the attached draft, the amended cross-reference encompasses the whole
Davis-Stirling Act, which would include the provision that continues Section
1378. Is that approach acceptable?

Condominium Plan Procedures

Existing Civil Code Section 1351(e) combines a definition of the term
“condominium plan” with substantive rules governing the creation, amendment,
or revocation of a condominium plan.

In the proposed law, the definition is separated from the substantive
provisions. See proposed Sections 4120 (“condominium plan” defined), 4290
(creation of condominium plan), 4295 (amendment or revocation of
condominium plan).

Government Code Sections 66412 and 66542.10 refer to “compliance with
Section 1351(e).” Logically, this must refer to the substantive requirements of that
provision.

In the attached draft, those cross-references have been revised to refer only to
the substantive provisions (proposed Sections 4290 and 4295). Is that approach
acceptable?



COMMISSION ACTION

The Commission needs to decide whether to approve the attached draft, with

or without changes, for inclusion in the tentative recommendation.

Respectfully submitted,

Brian Hebert
Executive Secretary
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CONFORMING REVISIONS

Bus. & Prof. Code § 10131.01. Exceptions to application of Section 10131

SEC. ___. Section 10131.01 of the Business and Professions Code is amended
to read:

10131.01. (a) Subdivision (b) of Section 10131 does not apply to (1) the
manager of a hotel, motel, auto and trailer park, to the resident manager of an
apartment building, apartment complex, or court, or to the employees of that
manager, or (2) any person or entity, including a person employed by a real estate
broker, who, on behalf of another or others, solicits or arranges, or accepts
reservations or money, or both, for transient occupancies described in paragraphs
(1) and (2) of subdivision (b) of Section 1940 of the Civil Code, in a dwelling unit
in a common interest development, as defined in Section 1351 4100 of the Civil
Code, in a dwelling unit in an apartment building or complex, or in a single-family
home, or (3) any person other than the resident manager or employees of that
manager, performing the following functions who is the employee of the property
management firm retained to manage a residential apartment building or complex
or court and who is performing under the supervision and control of a broker of
record who is an employee of that property management firm or a salesperson
licensed to the broker who meets certain minimum requirements as specified in a
regulation issued by the commissioner:

(A) Showing rental units and common areas to prospective tenants.

(B) Providing or accepting preprinted rental applications, or responding to
inquiries from a prospective tenant concerning the completion of the application.

(C) Accepting deposits or fees for credit checks or administrative costs and
accepting security deposits and rents.

(D) Providing information about rental rates and other terms and provisions of a
lease or rental agreement, as set out in a schedule provided by an employer.

(E) Accepting signed leases and rental agreements from prospective tenants.

(b) A broker or salesperson shall exercise reasonable supervision and control
over the activities of nonlicensed persons acting under paragraph (3) of
subdivision (a).

(c) A broker employing nonlicensed persons to act under paragraph (3) of
subdivision (a) shall comply with Section 10163 for each apartment building or
complex or court where the nonlicensed persons are employed.

Comment. Section 10131.01 is amended to correct a cross-reference to former Civil Code
Section 1351(c).

Bus. & Prof. Code § 10153.2. Course requirements for real estate broker license
SEC. . Section 10153.2 of the Business and Professions Code is amended to
read:
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10153.2. (a) An applicant to take the examination for an original real estate
broker license shall also submit evidence, satisfactory to the commissioner, of
successful completion, at an accredited institution, of:

(1) A three-semester unit course, or the quarter equivalent thereof, in each of the
following:

(A) Real estate practice.

(B) Legal aspects of real estate.

(C) Real estate appraisal.

(D) Real estate financing.

(E) Real estate economics or accounting.

(2) A three-semester unit course, or the quarter equivalent thereof, in three of the
following:

(A) Advanced legal aspects of real estate.

(B) Advanced real estate finance.

(C) Advanced real estate appraisal.

(D) Business law.

(E) Escrows.

(F) Real estate principles.

(G) Property management.

(H) Real estate office administration.

(I) Mortgage loan brokering and lending.

(J) Computer applications in real estate.

(K) On and after July 1, 2004, California law that relates to common interest
developments, including, but not limited to, topics addressed in the Davis-Stirling

Common Interest Development Act (Fitle-6-(commencing-with-Seetion1350)

of Part-4-of Division-2 Part 5 (commencing with Section 4000) of Division 4 of
the Civil Code).

(b) The commissioner shall waive the requirements of this section for an
applicant who is a member of the State Bar of California and shall waive the
requirements for which an applicant has successfully completed an equivalent
course of study as determined under Section 10153.5.

(c) The commissioner shall extend credit under this section for any course
completed to satisfy requirements of Section 10153.3 or 10153 4.

Comment. Section 10153.2 is amended to correct a cross-reference to former Civil Code
Sections 1350-1378.

Bus. & Prof. Code § 10177. Suspension, revocation, or denial of real estate license

SEC. ___. Section 10177 of the Business and Professions Code is amended to
read:

10177. The commissioner may suspend or revoke the license of a real estate
licensee, or may deny the issuance of a license to an applicant, who has done any
of the following, or may suspend or revoke the license of a corporation, or deny
the issuance of a license to a corporation, if an officer, director, or person owning

_4_
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or controlling 10 percent or more of the corporation’s stock has done any of the
following:

(a) Procured, or attempted to procure, a real estate license or license renewal, for
himself or herself or a salesperson, by fraud, misrepresentation, or deceit, or by
making a material misstatement of fact in an application for a real estate license,
license renewal, or reinstatement.

(b) Entered a plea of guilty or nolo contendere to, or been found guilty of, or
been convicted of, a felony, or a crime substantially related to the qualifications,
functions, or duties of a real estate licensee, and the time for appeal has elapsed or
the judgment of conviction has been affirmed on appeal, irrespective of an order
granting probation following that conviction, suspending the imposition of
sentence, or of a subsequent order under Section 1203.4 of the Penal Code
allowing that licensee to withdraw his or her plea of guilty and to enter a plea of
not guilty, or dismissing the accusation or information.

(c) Knowingly authorized, directed, connived at, or aided in the publication,
advertisement, distribution, or circulation of a material false statement or
representation concerning his or her designation or certification of special
education, credential, trade organization membership, or business, or concerning a
business opportunity or a land or subdivision, as defined in Chapter 1
(commencing with Section 11000) of Part 2, offered for sale.

(d) Willfully disregarded or violated the Real Estate Law (Part 1 (commencing
with Section 10000)) or Chapter 1 (commencing with Section 11000) of Part 2 or
the rules and regulations of the commissioner for the administration and
enforcement of the Real Estate Law and Chapter 1 (commencing with Section
11000) of Part 2.

(e) Willfully used the term “realtor” or a trade name or insignia of membership
in a real estate organization of which the licensee is not a member.

(f) Acted or conducted himself or herself in a manner that would have warranted
the denial of his or her application for a real estate license, or has either had a
license denied or had a license issued by another agency of this state, another state,
or the federal government revoked or suspended for acts that, if done by a real
estate licensee, would be grounds for the suspension or revocation of a California
real estate license, if the action of denial, revocation, or suspension by the other
agency or entity was taken only after giving the licensee or applicant fair notice of
the charges, an opportunity for a hearing, and other due process protections
comparable to the Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340), Chapter 4 (commencing with Section 11370), and Chapter 5
(commencing with Section 11500) of Part 1 of Division 3 of Title 2 of the
Government Code), and only upon an express finding of a violation of law by the
agency or entity.

(g) Demonstrated negligence or incompetence in performing an act for which he
or she is required to hold a license.
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(h) As a broker licensee, failed to exercise reasonable supervision over the
activities of his or her salespersons, or, as the officer designated by a corporate
broker licensee, failed to exercise reasonable supervision and control of the
activities of the corporation for which a real estate license is required.

(1) Has used his or her employment by a governmental agency in a capacity
giving access to records, other than public records, in a manner that violates the
confidential nature of the records.

(j) Engaged in any other conduct, whether of the same or a different character
than specified in this section, which constitutes fraud or dishonest dealing.

(k) Violated any of the terms, conditions, restrictions, and limitations contained
in an order granting a restricted license.

(1)(1) Solicited or induced the sale, lease, or listing for sale or lease of residential
property on the ground, wholly or in part, of loss of value, increase in crime, or
decline of the quality of the schools due to the present or prospective entry into the
neighborhood of a person or persons having a characteristic listed in subdivision
(a) or (d) of Section 12955 of the Government Code, as those characteristics are
defined in Sections 12926, 12926.1, subdivision (m), and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code.

(2) Notwithstanding paragraph (1), with respect to familial status, paragraph (1)
shall not be construed to apply to housing for older persons, as defined in Section
129559 of the Government Code. With respect to familial status, nothing in
paragraph (1) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10, 51.11,
and 799.5 of the Civil Code, relating to housing for senior citizens. Subdivision (d)
of Section 51 and Section 1360 4760 of the Civil Code and subdivisions (n), (0),
and (p) of Section 12955 of the Government Code shall apply to paragraph (1).

(m) Violated the Franchise Investment Law (Division 5 (commencing with
Section 31000) of Title 4 of the Corporations Code) or regulations of the
Commissioner of Corporations pertaining thereto.

(n) Violated the Corporate Securities Law of 1968 (Division 1 (commencing
with Section 25000) of Title 4 of the Corporations Code) or the regulations of the
Commissioner of Corporations pertaining thereto.

(0) Failed to disclose to the buyer of real property, in a transaction in which the
licensee is an agent for the buyer, the nature and extent of a licensee’s direct or
indirect ownership interest in that real property. The direct or indirect ownership
interest in the property by a person related to the licensee by blood or marriage, by
an entity in which the licensee has an ownership interest, or by any other person
with whom the licensee has a special relationship shall be disclosed to the buyer.

(p) Violated Article 6 (commencing with Section 10237).

If a real estate broker that is a corporation has not done any of the foregoing
acts, either directly or through its employees, agents, officers, directors, or persons
owning or controlling 10 percent or more of the corporation’s stock, the
commissioner may not deny the issuance of a real estate license to, or suspend or
revoke the real estate license of, the corporation, provided that any offending

—6—
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officer, director, or stockholder, who has done any of the foregoing acts
individually and not on behalf of the corporation, has been completely
disassociated from any affiliation or ownership in the corporation.

Comment. Section 10177 is amended to correct a cross-reference to former Civil Code Section
1360.

Bus. & Prof. Code § 11003. “Planned development”

SEC. __ . Section 11003 of the Business and Professions Code is amended to
read:

11003. “Planned development” has the same meaning as specified in

subdivision-(k)-of Section 1351 Section 4175 of the Civil Code.

Comment. Section 11003 is amended to correct a cross-reference to former Civil Code Section
1351(k).

Bus. & Prof. Code § 11003.2. ““Stock cooperative”

SEC. ___. Section 11003.2 of the Business and Professions Code is amended to
read:

11003.2. “Stock cooperative” has the same meaning as specified in subdivision
an)-of Seetion—1351 Section 4190 of the Civil Code, except that, as used in this
chapter, a “stock cooperative” does not include a limited-equity housing
cooperative.

Comment. Section 11003.2 is amended to correct a cross-reference to former Civil Code
Section 1351(m).

Bus. & Prof. Code § 11004. “Community apartment project”

SEC. __ . Section 11004 of the Business and Professions Code is amended to
read:

11004. “Community apartment project” has the same meaning as specified in

subdivision(d)-of Section1351 Section 4105 of the Civil Code.

Comment. Section 11004 is amended to correct a cross-reference to former Civil Code Section
1351(d).

Bus. & Prof. Code § 11004.5. Further definition of “subdivided lands” and “subdivision”

SEC. ___. Section 11004.5 of the Business and Professions Code is amended to
read:

11004.5. In addition to any provisions of Section 11000, the reference in this
code to “subdivided lands” and “subdivision” shall include all of the following:

(a) Any planned development, as defined in Section 11003, containing five or
more lots.

(b) Any community apartment project, as defined by Section 11004, containing
five or more apartments.

(c) Any condominium project containing five or more condominiums, as defined
in Section 783 of the Civil Code.
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(d) Any stock cooperative as defined in Section 11003.2, including any legal or
beneficial interests therein, having or intended to have five or more shareholders.

(e) Any limited-equity housing cooperative, as defined in Section 11003 4.

(f) In addition, the following interests shall be subject to this chapter and the
regulations of the commissioner adopted pursuant thereto:

(1) Any accompanying memberships or other rights or privileges created in, or
in connection with, any of the forms of development referred to in subdivision (a),
(b), (¢), (d), or (e) by any deeds, conveyances, leases, subleases, assignments,
declarations of restrictions, articles of incorporation, bylaws, or contracts
applicable thereto.

(2) Any interests or memberships in any owners’ association as defined in
Section 1351 4080 of the Civil Code, created in connection with any of the forms
of the development referred to in subdivision (a), (b), (c), (d), or (e).

(g) Notwithstanding this section, time-share plans, exchange programs,
incidental benefits, and short-term product subject to Chapter 2 (commencing with
Section 11210) are not “subdivisions” or “subdivided lands” subject to this
chapter.

Comment. Section 11004.5 is amended to correct a cross-reference to former Civil Code
Section 1351(a).

Bus. & Prof. Code § 11010.10. Application for review of declaration

SEC. ___. Section 11010.10 of the Business and Professions Code is amended
to read:

11010.10. A person who plans to offer for sale or lease lots or other interests in a
subdivision which sale or lease (a) is not subject to the provisions of this chapter,
(b) does not require the submission of a notice of intention as provided in Section
11010, or (c) is subject to this chapter and for which the local jurisdiction requires
review and approval of the declaration, as defined in subdivision(h)-ef-Seection
1351 Section 4135 of the Civil Code, prior to or concurrently with the recordation
of the subdivision map and prior to the approval of the declaration pursuant to a
notice of intention for a public report, may submit an application requesting
review of the declaration, along with any required supporting documentation, to
the commissioner, without the filing of a notice of intention for the subdivision for
which the declaration is being prepared. Upon approval, the commissioner shall
give notice to the applicant that the declaration shall be approved for a subsequent
notice of intent filing for any public report for the subdivision identified in the
application, provided that the subdivision setup is substantially the same as that
originally described in the application for review of the declaration.

Comment. Section 11010.10 is amended to correct a cross-reference to former Civil Code
Section 1351(h).
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Bus. & Prof. Code § 11018.1. Furnishing or posting of public report

SEC. ___. Section 11018.1 of the Business and Professions Code is amended to
read:

11018.1. (a) A copy of the public report of the commissioner, when issued, shall
be given to the prospective purchaser by the owner, subdivider or agent prior to
the execution of a binding contract or agreement for the sale or lease of any lot or
parcel in a subdivision. The requirement of this section extends to lots or parcels
offered by the subdivider after repossession. A receipt shall be taken from the
prospective purchaser in a form and manner as set forth in regulations of the Real
Estate Commissioner.

(b) A copy of the public report shall be given by the owner, subdivider or agent
at any time, upon oral or written request, to any member of the public. A copy of
the public report and a statement advising that a copy of the public report may be
obtained from the owner, subdivider or agent at any time, upon oral or written
request, shall be posted in a conspicuous place at any office where sales or leases
or offers to sell or lease lots within the subdivision are regularly made.

(c) At the same time that a public report is required to be given by the owner,
subdivider, or agent pursuant to subdivision (a) with respect to a common interest
development, as defined, in subdivision(e)-of-Seetion1351 Section 4100 of the
Civil Code, the owner, subdivider, or agent shall give the prospective purchaser a
copy of the following statement:

“COMMON INTEREST DEVELOPMENT GENERAL INFORMATION

The project described in the attached Subdivision Public Report is known as a
common-interest development. Read the public report carefully for more
information about the type of development. The development includes common
areas and facilities which will be owned or operated by an owners’ association.
Purchase of a lot or unit automatically entitles and obligates you as a member of
the association and, in most cases, includes a beneficial interest in the areas and
facilities. Since membership in the association is mandatory, you should be aware
of the following information before you purchase:

Your ownership in this development and your rights and remedies as a member
of its association will be controlled by governing instruments which generally
include a Declaration of Restrictions (also known as CC&R'’s), Articles of
Incorporation (or association) and bylaws. The provisions of these documents are
intended to be, and in most cases are, enforceable in a court of law. Study these
documents carefully before entering into a contract to purchase a subdivision
interest.

In order to provide funds for operation and maintenance of the common
facilities, the association will levy assessments against your lot or unit. If you are
delinquent in the payment of assessments, the association may enforce payment
through court proceedings or your lot or unit may be liened and sold through the
exercise of a power of sale. The anticipated income and expenses of the

—_9_
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association, including the amount that you may expect to pay through assessments,
are outlined in the proposed budget. Ask to see a copy of the budget if the
subdivider has not already made it available for your examination.

A homeowner association provides a vehicle for the ownership and use of
recreational and other common facilities which were designed to attract you to buy
in this development. The association also provides a means to accomplish
architectural control and to provide a base for homeowner interaction on a variety
of issues. The purchaser of an interest in a common-interest development should
contemplate active participation in the affairs of the association. He or she should
be willing to serve on the board of directors or on committees created by the
board. In short, “they” in a common interest development is “you.” Unless you
serve as a member of the governing board or on a committee appointed by the
board, your control of the operation of the common areas and facilities is limited
to your vote as a member of the association. There are actions that can be taken by
the governing body without a vote of the members of the association which can
have a significant impact upon the quality of life for association members.

Until there is a sufficient number of purchasers of lots or units in a common
interest development to elect a majority of the governing bodys, it is likely that the
subdivider will effectively control the affairs of the association. It is frequently
necessary and equitable that the subdivider do so during the early stages of
development. It is vitally important to the owners of individual subdivision
interests that the transition from subdivider to resident-owner control be
accomplished in an orderly manner and in a spirit of cooperation.

When contemplating the purchase of a dwelling in a common interest
development, you should consider factors beyond the attractiveness of the
dwelling units themselves. Study the governing instruments and give careful
thought to whether you will be able to exist happily in an atmosphere of
cooperative living where the interests of the group must be taken into account as
well as the interests of the individual. Remember that managing a common interest
development is very much like governing a small community ... the management
can serve you well, but you will have to work for its success.”

Failure to provide the statement in accordance with this subdivision shall not be
deemed a violation subject to Section 10185.

Comment. Subdivision (c) of Section 11018.1 is amended to correct a cross-reference to
former Civil Code Section 1351(c).

Bus. & Prof. Code § 11018.12. Conditional public report for subdivision

SEC. ___. Section 11018.12 of the Business and Professions Code is amended
to read:

11018.12. (a) The commissioner may issue a conditional public report for a
subdivision specified in Section 11004.5 if the requirements of subdivision (e) are
met, all deficiencies and substantive inadequacies in the documents that are

~ 10—
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required to make an application for a final public report for the subdivision
substantially complete have been corrected, the material elements of the setup of
the offering to be made under the authority of the conditional public report have
been established, and all requirements for the issuance of a public report set forth
in the regulations of the commissioner have been satisfied, except for one or more
of the following requirements, as applicable:

(1) A final map has not been recorded.

(2) A condominium plan pursuant to subdivision—(e)-ofSeetion1351 Section
4120 of the Civil Code has not been recorded.

(3) A declaration of covenants, conditions, and restrictions pursuant to Seetien
1353 Sections 4250 and 4255 of the Civil Code has not been recorded.

(4) A declaration of annexation has not been recorded.

(5) A recorded subordination of existing liens to the declaration of covenants,
conditions, and restrictions or declaration of annexation, or escrow instructions to
effect recordation prior to the first sale, are lacking.

(6) Filed articles of incorporation are lacking.

(7) A current preliminary report of a licensed title insurance company issued
after filing of the final map and recording of the declaration covering all
subdivision interests to be included in the public report has not been provided.

(8) Other requirements the commissioner determines are likely to be timely
satisfied by the applicant, notwithstanding the fact that the failure to meet these
requirements makes the application qualitatively incomplete.

(b) The commissioner may issue a conditional public report for a subdivision not
referred to or specified in Section 11000.1 or 11004.5 if the requirements of
subdivision (e) are met, all deficiencies and substantive inadequacies in the
documents that are required to make an application for a final public report for the
subdivision substantially complete have been corrected, the material elements of
the setup of the offering to be made under the authority of the conditional public
report have been established, and all requirements for issuance of a public report
set forth in the regulations of the commissioner have been satisfied, except for one
or more of the following requirements, as applicable:

(1) A final map has not been recorded.

(2) A declaration of covenants, conditions, and restrictions has not been
recorded.

(3) A current preliminary report of a licensed title insurance company issued
after filing of the final map and recording of the declaration covering all
subdivision interests to be included in the public report has not been provided.

(4) Other requirements the commissioner determines are likely to be timely
satisfied by the applicant, notwithstanding the fact that the failure to meet these
requirements makes the application qualitatively incomplete.

(c) A decision by the commissioner to not issue a conditional public report shall
be noticed in writing to the applicant within five business days and that notice
shall specifically state the reasons why the report is not being issued.

—11 =
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(d) Notwithstanding the provisions of Section 11018.2, a person may sell or
lease, or offer for sale or lease, lots or parcels in a subdivision pursuant to a
conditional public report if, as a condition of the sale or lease or offer for sale or
lease, delivery of legal title or other interest contracted for will not take place until
issuance of a public report and provided that the requirements of subdivision (e)
are met.

(e)(1) Evidence shall be supplied that all purchase money will be deposited in
compliance with subdivision (a) of Section 11013.2 or subdivision (a) of Section
11013.4, and in the case of a subdivision referred to in subdivision (a) of this
section, evidence shall be given of compliance with paragraphs (1) and (2) of
subdivision (a) of Section 11018.5.

(2) A description of the nature of the transaction shall be supplied.

(3) Provision shall be made for the return of the entire sum of money paid or
advanced by the purchaser if a subdivision public report has not been issued
during the term of the conditional public report, or as extended, or the purchaser is
dissatisfied with the public report because of a change pursuant to Section 11012.

(f) A subdivider, principal, or his or her agent shall provide a prospective
purchaser a copy of the conditional public report and a written statement including
all of the following:

(1) Specification of the information required for issuance of a public report.

(2) Specification of the information required in the public report that is not
available in the conditional public report, along with a statement of the reasons
why that information is not available at the time of issuance of the conditional
public report.

(3) A statement that no person acting as a principal or agent shall sell or lease, or
offer for sale or lease, lots or parcels in a subdivision for which a conditional
public report has been issued except as provided in this article.

(4) Specification of the requirements of subdivision (e).

(g) The prospective purchaser shall sign a receipt that he or she has received and
has read the conditional public report and the written statement provided pursuant
to subdivision (f).

(h) The term of a conditional public report shall not exceed six months, and may
be renewed for one additional term of six months if the commissioner determines
that the requirements for issuance of a public report are likely to be satisfied
during the renewal term.

(1) The term of a conditional public report for attached residential condominium
units, as defined pursuant to Section 783 of the Civil Code, consisting of 25 units
or more as specified on the approved tentative tract map, shall not exceed 30
months and may be renewed for one additional term of six months if the
commissioner determines that the requirements for issuance of a public report are
likely to be satisfied during the renewal term.

Comment. Subdivision (a) of Section 11018.12 is amended to correct cross-references to
former Civil Code Sections 1351(e) and 1353.
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Bus. & Prof. Code § 11018.6. Documents to be provided to prospective purchaser or lessee

SEC. ___. Section 11018.6 of the Business and Professions Code is amended to
read:

11018.6. Any person offering to sell or lease any interest subject to the
requirements of subdivision (a) of Section 11018.1 in a subdivision described in
Section 11004.5 shall make a copy of each of the following documents available
for examination by a prospective purchaser or lessee before the execution of an
offer to purchase or lease and shall give a copy thereof to each purchaser or lessee
as soon as practicable before transfer of the interest being acquired by the
purchaser or lessee:

(a) The declaration of covenants, conditions, and restrictions for the subdivision.

(b) Articles of incorporation or association for the subdivision owners
association.

(c) Bylaws for the subdivision owners association.

(d) Any other instrument which establishes or defines the common, mutual, and
reciprocal rights, and responsibilities of the owners or lessees of interests in the
subdivision as shareholders or members of the subdivision owners association or
otherwise.

(e) To the extent available, the current financial information and related
statements as specified in subdivision(a)-of-Seetion1365 Sections 5300 and
5565 of the Civil Code, for subdivisions subject to those provisions.

(f) A statement prepared by the governing body of the association setting forth
the outstanding delinquent assessments and related charges levied by the
association against the subdivision interests in question under authority of the
governing instruments for the subdivision and association.

Comment. Section 11018.6 is amended to correct and broaden a cross-reference to former
Civil Code Section 1365(a). As amended, the reference also includes the information provided
under former Section 1365(b) (summary of reserve funding plan).

1> Staff Note. The proposed amendment to Business and Professions Code Section 11018.6
would slightly broaden the scope of the existing provision, by requiring disclosure of the
association’s summary of its reserve funding plan (pursuant to a new requirement that took effect
in 2009). See Civ. Code § 1365(b). This change would further the policy purpose of Section
11018.6, without imposing a significant new burden.

Bus. & Prof. Code § 11211.7. Application of Davis-Stirling Common Interest Development
Act to Time-Share Plan
SEC. . Section 11211.7 of the Business and Professions Code is amended to
read:
11211.7. (a) Any time-share plan registered pursuant to this chapter to which the

Davis-Stirling Common Interest Development Act (ChapterJ1{(commencing

with-Seetion1350)-of Part 4-of Division—2 Part 5 (commencing with Section
4000) of Division 4 of the Civil Code) might otherwise apply is exempt from that

act, except for Sections 1354, 1355, 13555, 1356, 1357, 1358, 1361, 13615
1362, 1363.05,1364,1365:5,1370,—and 1371 4090, 4177, 4178, 4215, 4220,

— 13—
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4230, 4260 to 4275, inclusive, 4500 to 4510, inclusive, 4625 to 4650, inclusive,
4775 to 4790, inclusive, 4900 to 4950, inclusive, 5500 to 5560, inclusive, and
5975 of the Civil Code.

(b)(1) To the extent that a single site time-share plan or component site of a
multisite time-share plan located in the state is structured as a condominium or
other common interest development, and there is any inconsistency between the
applicable provisions of this chapter and the Davis-Stirling Common Interest
Development Act, the applicable provisions of this chapter shall control.

(2) To the extent that a time-share plan is part of a mixed use project where the
time-share plan comprises a portion of a condominium or other common interest
development, the applicable provisions of this chapter shall apply to that portion
of the project uniquely comprising the time-share plan, and the Davis-Stirling
Common Interest Development Act shall apply to the project as a whole.

(c)(1) The offering of any time-share plan, exchange program, incidental
benefit, or short term product in this state that is subject to the provisions of this
chapter shall be exempt from Sections 1689.5 to 1689.14, inclusive, of the Civil
Code (Home Solicitation Sales), Sections 1689.20 to 1689.24, inclusive, of the
Civil Code (Seminar Sales), and Sections 1812.100 to 1812.129, inclusive, of the
Civil Code (Contracts for Discount Buying Services).

(2) A developer or exchange company that, in connection with a time-share
sales presentation or offer to arrange an exchange, offers a purchaser the
opportunity to utilize the services of an affiliate, subsidiary, or third-party entity in
connection with wholesale or retail air or sea transportation, shall not, in and of
itself, cause the developer or exchange company to be considered a seller of travel
subject to Sections 17550 to 17550.34, inclusive, of the Business and Professions
Code, so long as the entity that actually provides or arranges the air or sea
transportation is registered as a seller of travel with the California Attorney
General’s office or is otherwise exempt under those sections.

(d) To the extent certain sections in this chapter require information and
disclosure that by their terms only apply to real property time-share plans, those
requirements shall not apply to personal property time-share plans.

Comment. Subdivision (a) of Section 11211.7 is amended to correct cross-references to former
provisions of the Davis-Stirling Common Interest Development Act (former Civil Code Sections
1350-1378).

Bus. & Prof. Code § 11500 (to be repealed January 1,2012). Definitions

SEC. __ . Section 11500 of the Business and Professions Code is amended to
read:

11500. For purposes of this chapter, the following definitions apply:

(a) “Common interest development” means a residential development identified
in subdivision-(e)-of-Seection1351 Section 4100 of the Civil Code.

(b) “Association” has the same meaning as defined in subdivision-(a)-ef-Seetion
1351 Section 4080 of the Civil Code.

_ 14—
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(c) “Financial services” means acts performed or offered to be performed, for
compensation, for an association, including, but not limited to, the preparation of
internal unaudited financial statements, internal accounting and bookkeeping
functions, billing of assessments, and related services.

(d) “Management services” means acts performed or offered to be performed in
an advisory capacity for an association including, but not limited to, the following:

(1) Administering or supervising the collection, reporting, and archiving of the
financial or common area assets of an association or common interest
development, at the direction of the association’s board of directors.

(2) Implementing resolutions and directives of the board of directors of the
association elected to oversee the operation of a common interest development.

(3) Implementing provisions of governing documents, as defined in Section
1351 4150 of the Civil Code, that govern the operation of the common interest
development.

(4) Administering association contracts, including insurance contracts, within
the scope of the association’s duties or with other common interest development
managers, vendors, contractors, and other third-party providers of goods and
services to an association or common interest development.

(e) “Professional association for common interest development managers”
means an organization that meets all of the following:

(I) Has at least 200 members or certificants who are common interest
development managers in California.

(2) Has been in existence for at least five years.

(3) Operates pursuant to Section 501(c) of the Internal Revenue Code.

(4) Certifies that a common interest development manager has met the criteria
set forth in Section 11502 without requiring membership in the association.

(5) Requires adherence to a code of professional ethics and standards of practice
for certified common interest development managers.

Comment. Section 11500 is amended to correct cross-references to subdivisions (a), (c), and
(i) of former Civil Code Section 1351.

1> Staff Note. Section 11500 will be repealed by operation of law on January 1, 2012, unless
that date is extended by statute. See Bus. & Prof. Code § 11506. If the provision is sunsetted as
scheduled, it will not need to be revised because it would be repealed before the proposed law
takes effect. However, there is a possibility that the sunset date will be eliminated or extended.
For that reason, Section 11500 is included in the current draft of the proposed law.

Bus. & Prof. Code § 11502 (to be repealed January 1,2012). Qualifications

SEC. ___. Section 11502 of the Business and Professions Code is amended to
read:

11502. In order to be called a “certified common interest development
manager,” a person shall meet one of the following requirements:

(a) Prior to July 1, 2003, has passed a knowledge, skills, and aptitude
examination as specified in Section 11502.5 or has been granted a certification or

— 15—
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a designation by a professional association for common interest development
managers, and who has, within five years prior to July 1, 2004, received
instruction in California law pursuant to paragraph (1) of subdivision (b).

(b) On or after July 1, 2003, has successfully completed an educational
curriculum that shall be no less than a combined 30 hours in coursework described
in this subdivision and passed an examination or examinations that test
competence in common interest development management in the following areas:

(1) The law that relates to the management of common interest developments,
including, but not limited to, the following courses of study:

(A) Topics covered by the Davis-Stirling Common Interest Development Act,

contained in Fitle-6(commencing with Section1350) of Part 4 of Division 2
Part 5 (commencing with Section 4000) of Division 4 of the Civil Code,

including, but not limited to, the types of California common interest
developments, disclosure requirements pertaining to common interest
developments, meeting requirements, financial reporting requirements, and
member access to association records.

(B) Personnel issues, including, but not limited to, general matters related to
independent contractor or employee status, the laws on harassment, the Unruh
Civil Rights Act, the California Fair Employment and Housing Act, and the
Americans with Disabilities Act.

(C) Risk management, including, but not limited to, insurance coverage,
maintenance, operations, and emergency preparedness.

(D) Property protection for associations, including, but not limited to, pertinent
matters relating to environmental hazards such as asbestos, radon gas, and lead-
based paint, the Vehicle Code, local and municipal regulations, family day care
facilities, energy conservation, Federal Communications Commission rules and
regulations, and solar energy systems.

(E) Business affairs of associations, including, but not limited to, necessary
compliance with federal, state, and local law.

(F) Basic understanding of governing documents, codes, and regulations relating
to the activities and affairs of associations and common interest developments.

(2) Instruction in general management that is related to the managerial and
business skills needed for management of a common interest development,
including, but not limited to, the following:

(A) Finance issues, including, but not limited to, budget preparation;
management; administration or supervision of the collection, reporting, and
archiving of the financial or common area assets of an association or common
interest development; bankruptcy laws; and assessment collection .

(B) Contract negotiation and administration.

(C) Supervision of employees and staff.

(D) Management of maintenance programs.

(E) Management and administration of rules, regulations, and parliamentary
procedures.

— 16—
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(F) Management and administration of architectural standards.

(G) Management and administration of the association’s recreational programs
and facilities.

(H) Management and administration of owner and resident communications.

(I) Training and strategic planning for the association’s board of directors and its
committees.

(J) Implementation of association policies and procedures.

(K) Ethics, professional conduct, and standards of practice for common interest
development managers.

(L) Current issues relating to common interest developments.

(M) Conflict avoidance and resolution mechanisms.

Comment. Section 11502 is amended to correct a cross-reference to former Civil Code
Sections 1350-1378.

1> Staff Note. Section 11502 will be repealed by operation of law on January 1, 2012, unless
that date is extended by statute. See Bus. & Prof. Code § 11506. If the provision is sunsetted as
scheduled, it will not need to be revised because it would be repealed before the proposed law
takes effect. However, there is a possibility that the sunset date will be eliminated or extended.
For that reason, Section 11502 is included in the current draft of the proposed law.

Bus. & Prof. Code § 11504 (to be repealed January 1,2012). Annual disclosure

SEC. ___. Section 11504 of the Business and Professions Code is amended to
read:

11504. On or before September 1, 2003, and annually thereafter, a person who
either provides or contemplates providing the services of a common interest
development manager to an association shall disclose to the board of directors of
the association the following information:

(a) Whether or not the common interest development manager has met the
requirements of Section 11502 so he or she may be called a certified common
interest development manager.

(b) The name, address, and telephone number of the professional association
that certified the common interest development manager, the date the manager was
certified, and the status of the certification.

(c) The location of his or her primary office.

(d) Prior to entering into or renewing a contract with an association, the common
interest development manager shall disclose to the board of directors of the
association or common interest development whether the fidelity insurance of the
common interest development manager or his or her employer covers the current
year’s operating and reserve funds of the association. This requirement shall not
be construed to compel an association to require a common interest development
manager to obtain or maintain fidelity insurance.

(e) Whether the common interest development manager possesses an active real
estate license.
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This section may not preclude a common interest development manager from
disclosing information as required in Seetion—1363-1 Section 5375 of the Civil
Code.

Comment. Section 11504 is amended to correct a cross-reference to the disclosure
requirements of former Civil Code Section 1363.1.

1> Staff Note. Section 11504 will be repealed by operation of law on January 1, 2012, unless
that date is extended by statute. See Bus. & Prof. Code § 11506. If the provision is sunsetted as
scheduled, it will not need to be revised because it would be repealed before the proposed law
takes effect. However, there is a possibility that the sunset date will be eliminated or extended.
For that reason, Section 11504 is included in the current draft of the proposed law.

Bus. & Prof. Code § 11505 (to be repealed January 1,2012). Prohibited activities

SEC. ___. Section 11505 of the Business and Professions Code is amended to
read:

11505. It is an unfair business practice for a common interest development
manager, a company that employs the common interest development manager, or
a company that is controlled by a company that also has a financial interest in a
company employing that manager, to do any of the following:

(a) On or after July 1, 2003, to hold oneself out or use the title of “certified
common interest development manager” or any other term that implies or suggests
that the person is certified as a common interest development manager without
meeting the requirements of Section 11502.

(b) To state or advertise that he or she is certified, registered, or licensed by a
governmental agency to perform the functions of a certified common interest
development manager.

(c) To state or advertise a registration or license number, unless the license or
registration is specified by a statute, regulation, or ordinance.

(d) To fail to comply with any item to be disclosed in Section 11504 of this
code, or Seetion1363.1 Section 5375 of the Civil Code.

Comment. Section 11505 is amended to correct a cross-reference to the disclosure
requirements of former Civil Code Section 1363.1.

1> Staff Note. Section 11505 will be repealed by operation of law on January 1, 2012, unless
that date is extended by statute. See Bus. & Prof. Code § 11506. If the provision is sunsetted as
scheduled, it will not need to be revised because it would be repealed before the proposed law
takes effect. However, there is a possibility that the sunset date will be eliminated or extended.
For that reason, Section 11505 is included in the current draft of the proposed law.

Bus. & Prof. Code § 23426.5. Tennis club

SEC. ___. Section 23426.5 of the Business and Professions Code is amended to
read:

23426.5. (a) For purposes of this article, “club” also means any tennis club that
maintains not less than four regulation tennis courts, together with the necessary
facilities and clubhouse, has members paying regular monthly dues, has been in
existence for not less than 45 years, and is not associated with a common interest
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development as defined in Section 1351 4100 of the Civil Code, a community
apartment project as defined in Section 11004 of this code, a project consisting of
condominiums as defined in Section 783 of the Civil Code, or a mobilehome park
as defined in Section 18214 of the Health and Safety Code.

(b) It shall be unlawful for any club licensed pursuant to this section to make
any discrimination, distinction, or restriction against any person on account of age
or any characteristic listed or defined in subdivision (b) or (e) of Section 51 of the
Civil Code.

Comment. Section 23426.5 is amended to correct a cross-reference to former Civil Code
Section 1351(c).

Bus. & Prof. Code § 23428.20. Further definition of “club”

SEC. ___. Section 23428.20 of the Business and Professions Code is amended
to read:

23428.20. (a) For the purposes of this article, “club” also means any bona fide
nonprofit corporation that has been in existence for not less than nine years, has
more than 8,500 memberships issued and outstanding to owners of condominiums
and owners of memberships in stock cooperatives, and owns, leases, operates, or
maintains recreational facilities for its members.

(b) For the purposes of this article, “club” also means any bona fide nonprofit
corporation that was formed as a condominium homeowners’ association, has at
least 250 members, has served daily meals to its members and guests for a period
of not less than 12 years, owns or leases, operates, and maintains a clubroom or
rooms for its membership, has an annual fee of not less than nine hundred dollars
($900) per year per member, and has as a condition of membership that one
member of each household be at least 54 years old.

(c) Section 23399 and the numerical limitation of Section 23430 shall not apply
to a club defined in this section.

(d) No license shall be issued pursuant to this section to any club that withholds
membership or denies facilities or services to any person on account of any basis
listed in subdivision (a) or (d) of Section 12955 of the Government Code, as those
bases are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1)
of subdivision (p) of Section 12955, and Section 12955.2 of the Government
Code.

(e) Notwithstanding subdivision (d), with respect to familial status, subdivision
(d) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in subdivision (d) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11, and 799.5 of the Civil Code, relating to housing for senior citizens.
Subdivision (d) of Section 51 and Section 1360 4760 of the Civil Code and
subdivisions (n), (o), and (p) of Section 12955 of the Government Code shall
apply to subdivision (d).
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Comment. Section 23428.20 is amended to correct a cross-reference to former Civil Code
Section 1360.

Civ. Code § 51.11. Special living environments for senior citizens

SEC.___.Section 51.11 of the Civil Code is amended to read:

51.11. (a) The Legislature finds and declares that this section is essential to
establish and preserve housing for senior citizens. There are senior citizens who
need special living environments, and find that there is an inadequate supply of
this type of housing in the state.

(b) For the purposes of this section, the following definitions apply:

(1) “Qualifying resident” or “senior citizen” means a person 62 years of age or
older, or 55 years of age or older in a senior citizen housing development.

(2) “Qualified permanent resident” means a person who meets both of the
following requirements:

(A) Was residing with the qualifying resident or senior citizen prior to the death,
hospitalization, or other prolonged absence of, or the dissolution of marriage with,
the qualifying resident or senior citizen.

(B) Was 45 years of age or older, or was a spouse, cohabitant, or person
providing primary physical or economic support to the qualifying resident or
senior citizen.

(3) “Qualified permanent resident” also means a disabled person or person with
a disabling illness or injury who is a child or grandchild of the senior citizen or a
qualified permanent resident as defined in paragraph (2) who needs to live with
the senior citizen or qualified permanent resident because of the disabling
condition, illness, or injury. For purposes of this section, “disabled” means a
person who has a disability as defined in subdivision (b) of Section 54. A
“disabling injury or illness” means an illness or injury which results in a condition
meeting the definition of disability set forth in subdivision (b) of Section 54.

(A) For any person who is a qualified permanent resident under paragraph (3)
whose disabling condition ends, the owner, board of directors, or other governing
body may require the formerly disabled resident to cease residing in the
development upon receipt of six months’ written notice; provided, however, that
the owner, board of directors, or other governing body may allow the person to
remain a resident for up to one year, after the disabling condition ends.

(B) The owner, board of directors, or other governing body of the senior citizen
housing development may take action to prohibit or terminate occupancy by a
person who is a qualified permanent resident under paragraph (3) if the owner,
board of directors, or other governing body finds, based on credible and objective
evidence, that the person is likely to pose a significant threat to the health or safety
of others that cannot be ameliorated by means of a reasonable accommodation;
provided, however, that action to prohibit or terminate the occupancy may be
taken only after doing both of the following:
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(i) Providing reasonable notice to and an opportunity to be heard for the disabled
person whose occupancy is being challenged, and reasonable notice to the
coresident parent or grandparent of that person.

(i1) Giving due consideration to the relevant, credible, and objective information
provided in that hearing. The evidence shall be taken and held in a confidential
manner, pursuant to a closed session, by the owner, board of directors, or other
governing body in order to preserve the privacy of the affected persons.

The affected persons shall be entitled to have present at the hearing an attorney
or any other person authorized by them to speak on their behalf or to assist them in
the matter.

(4) “Senior citizen housing development” means a residential development
developed with more than 20 units as a senior community by its developer and
zoned as a senior community by a local governmental entity, or characterized as a
senior community in its governing documents, as these are defined in Section
1351 4150, or qualified as a senior community under the federal Fair Housing
Amendments Act of 1988, as amended. Any senior citizen housing development
which is required to obtain a public report under Section 11010 of the Business
and Professions Code and which submits its application for a public report after
July 1, 2001, shall be required to have been issued a public report as a senior
citizen housing development under Section 11010.05 of the Business and
Professions Code.

(5) “Dwelling unit” or “housing” means any residential accommodation other
than a mobilehome.

(6) “Cohabitant” refers to persons who live together as husband and wife, or
persons who are domestic partners within the meaning of Section 297 of the
Family Code.

(7) “Permitted health care resident” means a person hired to provide live-in,
long-term, or terminal health care to a qualifying resident, or a family member of
the qualifying resident providing that care. For the purposes of this section, the
care provided by a permitted health care resident must be substantial in nature and
must provide either assistance with necessary daily activities or medical treatment,
or both.

A permitted health care resident shall be entitled to continue his or her
occupancy, residency, or use of the dwelling unit as a permitted resident in the
absence of the senior citizen from the dwelling unit only if both of the following
are applicable:

(A) The senior citizen became absent from the dwelling due to hospitalization or
other necessary medical treatment and expects to return to his or her residence
within 90 days from the date the absence began.

(B) The absent senior citizen or an authorized person acting for the senior
citizen submits a written request to the owner, board of directors, or governing
board stating that the senior citizen desires that the permitted health care resident
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be allowed to remain in order to be present when the senior citizen returns to
reside in the development.

Upon written request by the senior citizen or an authorized person acting for the
senior citizen, the owner, board of directors, or governing board shall have the
discretion to allow a permitted health care resident to remain for a time period
longer than 90 days from the date that the senior citizen’s absence began, if it
appears that the senior citizen will return within a period of time not to exceed an
additional 90 days.

(c) The covenants, conditions, and restrictions and other documents or written
policy shall set forth the limitations on occupancy, residency, or use on the basis
of age. Any sueh limitation shall not be more exclusive than to require that one
person in residence in each dwelling unit may be required to be a senior citizen
and that each other resident in the same dwelling unit may be required to be a
qualified permanent resident, a permitted health care resident, or a person under 55
years of age whose occupancy is permitted under subdivision (g) of this section or
subdivision (b) of Section 51.12. That limitation may be less exclusive, but shall at
least require that the persons commencing any occupancy of a dwelling unit
include a senior citizen who intends to reside in the unit as his or her primary
residence on a permanent basis. The application of the rules set forth in this
subdivision regarding limitations on occupancy may result in less than all of the
dwellings being actually occupied by a senior citizen.

(d) The covenants, conditions, and restrictions or other documents or written
policy shall permit temporary residency, as a guest of a senior citizen or qualified
permanent resident, by a person of less than 55 years of age for periods of time,
not more than 60 days in any year, that are specified in the covenants, conditions,
and restrictions or other documents or written policy.

(e) Upon the death or dissolution of marriage, or upon hospitalization, or other
prolonged absence of the qualifying resident, any qualified permanent resident
shall be entitled to continue his or her occupancy, residency, or use of the dwelling
unit as a permitted resident. This subdivision shall not apply to a permitted health
care resident.

(f) The covenants, conditions, and restrictions or other documents or written
policies applicable to any condominium, stock cooperative, limited-equity housing
cooperative, planned development, or multiple-family residential property that
contained age restrictions on January 1, 1984, shall be enforceable only to the
extent permitted by this section, notwithstanding lower age restrictions contained
in those documents or policies.

(g) Any person who has the right to reside in, occupy, or use the housing or an
unimproved lot subject to this section on or after January 1, 1985, shall not be
deprived of the right to continue that residency, occupancy, or use as the result of
the enactment of this section by Chapter 1147 of the Statutes of 1996.

(h) A housing development may qualify as a senior citizen housing development
under this section even though, as of January 1, 1997, it does not meet the
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definition of a senior citizen housing development specified in subdivision (b), if
the development complies with that definition for every unit that becomes
occupied after January 1, 1997, and if the development was once within that
definition, and then became noncompliant with the definition as the result of any
one of the following:

(1) The development was ordered by a court or a local, state, or federal
enforcement agency to allow persons other than qualifying residents, qualified
permanent residents, or permitted health care residents to reside in the
development.

(2) The development received a notice of a pending or proposed action in, or by,
a court, or a local, state, or federal enforcement agency, which action could have
resulted in the development being ordered by a court or a state or federal
enforcement agency to allow persons other than qualifying residents, qualified
permanent residents, or permitted health care residents to reside in the
development.

(3) The development agreed to allow persons other than qualifying residents,
qualified permanent residents, or permitted health care residents to reside in the
development by entering into a stipulation, conciliation agreement, or settlement
agreement with a local, state, or federal enforcement agency or with a private
party who had filed, or indicated an intent to file, a complaint against the
development with a local, state, or federal enforcement agency, or file an action in
a court.

(4) The development allowed persons other than qualifying residents, qualified
permanent residents, or permitted health care residents to reside in the
development on the advice of counsel in order to prevent the possibility of an
action being filed by a private party or by a local, state, or federal enforcement
agency.

(1) The covenants, conditions, and restrictions or other documents or written
policy of the senior citizen housing development shall permit the occupancy of a
dwelling unit by a permitted health care resident during any period that the person
is actually providing live-in, long-term, or hospice health care to a qualifying
resident for compensation.

(j) This section shall only apply to the County of Riverside.

Comment. Subdivision (b)(4) of Section 51.11 is amended to correct a cross-reference to
former Section 1351(j).
Subdivision (c¢) is amended to make a stylistic revision.

Civ. Code § 714. Unenforceability of restrictions on use of solar energy system

SEC. ___ . Section 714 of the Civil Code is amended to read:

714. (a) Any covenant, restriction, or condition contained in any deed, contract,
security instrument, or other instrument affecting the transfer or sale of, or any
interest in, real property, and any provision of a governing document, as defined in
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subdivision—(j)—ef Section 1351 4150, that effectively prohibits or restricts the
installation or use of a solar energy system is void and unenforceable.

(b) This section does not apply to provisions that impose reasonable restrictions
on solar energy systems. However, it is the policy of the state to promote and
encourage the use of solar energy systems and to remove obstacles thereto.
Accordingly, reasonable restrictions on a solar energy system are those restrictions
that do not significantly increase the cost of the system or significantly decrease its
efficiency or specified performance, or that allow for an alternative system of
comparable cost, efficiency, and energy conservation benefits.

(c)(1) A solar energy system shall meet applicable health and safety standards
and requirements imposed by state and local permitting authorities.

(2) A solar energy system for heating water shall be certified by the Solar Rating
Certification Corporation (SRCC) or other nationally recognized certification
agencies. SRCC is a nonprofit third party supported by the United States
Department of Energy. The certification shall be for the entire solar energy system
and installation.

(3) A solar energy system for producing electricity shall also meet all applicable
safety and performance standards established by the National Electrical Code, the
Institute of Electrical and Electronics Engineers, and accredited testing
laboratories such as Underwriters Laboratories and, where applicable, rules of the
Public Utilities Commission regarding safety and reliability.

(d) For the purposes of this section:

(1)(A) For solar domestic water heating systems or solar swimming pool heating
systems that comply with state and federal law, “significantly” means an amount
exceeding 20 percent of the cost of the system or decreasing the efficiency of the
solar energy system by an amount exceeding 20 percent, as originally specified
and proposed.

(B) For photovoltaic systems that comply with state and federal law,
“significantly” means an amount not to exceed two thousand dollars ($2,000) over
the system cost as originally specified and proposed, or a decrease in system
efficiency of an amount exceeding 20 percent as originally specified and proposed.

(2) “Solar energy system” has the same meaning as defined in paragraphs (1)
and (2) of subdivision (a) of Section 801.5.

(e)(1) Whenever approval is required for the installation or use of a solar energy
system, the application for approval shall be processed and approved by the
appropriate approving entity in the same manner as an application for approval of
an architectural modification to the property, and shall not be willfully avoided or
delayed.

(2) For an approving entity that is a homeowners’ association, as defined in
subdivision—(a)-of Section 1351 4080, and that is not a public entity, both of the
following shall apply:

(A) The approval or denial of an application shall be in writing.
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(B) If an application is not denied in writing within 60 days from the date of
receipt of the application, the application shall be deemed approved, unless that
delay is the result of a reasonable request for additional information.

(f) Any entity, other than a public entity, that willfully violates this section shall
be liable to the applicant or other party for actual damages occasioned thereby, and
shall pay a civil penalty to the applicant or other party in an amount not to exceed
one thousand dollars ($1,000).

(g) In any action to enforce compliance with this section, the prevailing party
shall be awarded reasonable attorney’s fees.

(h)(1) A public entity that fails to comply with this section may not receive
funds from a state-sponsored grant or loan program for solar energy. A public
entity shall certify its compliance with the requirements of this section when
applying for funds from a state-sponsored grant or loan program.

(2) A local public entity may not exempt residents in its jurisdiction from the
requirements of this section.

Comment. Section 714 is amended to correct cross-references to former Section 1351(a), (j).

Civ. Code § 714.1. Permissible restrictions by common interest development association

SEC. ___. Section 714.1 of the Civil Code is amended to read:

714.1. Notwithstanding Section 714, any association, as defined in Section 1351
4080, may impose reasonable provisions which:

(a) Restrict the installation of solar energy systems installed in common areas, as
defined in Section 1351 4095, to those systems approved by the association.

(b) Require the owner of a separate interest, as defined in Section 4351 4185, to
obtain the approval of the association for the installation of a solar energy system
in a separate interest owned by another.

(c) Provide for the maintenance, repair, or replacement of roofs or other building
components.

(d) Require installers of solar energy systems to indemnify or reimburse the
association or its members for loss or damage caused by the installation,
maintenance, or use of the solar energy system.

Comment. Section 714.1 is amended to correct cross-references to former Section 1351(a),

(0), (D).

Civ. Code § 782. Discriminatory provision in deed of real property

SEC. . Section 782 of the Civil Code is amended to read:

782. (a) Any provision in any deed of real property in California, whether
executed before or after the effective date of this section, that purports to restrict
the right of any persons to sell, lease, rent, use or occupy the property to persons
having any characteristic listed in subdivision (a) or (d) of Section 12955 of the
Government Code, as those bases are defined in Sections 12926, 12926.1,
subdivision (m) and paragraph (1) of subdivision (p) of Section 12955 and Section
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12955.2 of the Government Code, by providing for payment of a penalty,
forfeiture, reverter, or otherwise, is void.

(b) Notwithstanding subdivision (a), with respect to familial status, subdivision
(a) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in subdivision (a) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11, and 799.5, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 4760 of this code and subdivisions (n), (0), and (p) of Section
12955 of the Government Code shall apply to subdivision (a).

Comment. Section 782 is amended to correct a cross-reference to former Section 1360.

Civ. Code § 782.5. Revision of instrument to omit provision that restricts rights based on
race or color

SEC. ___. Section 782.5 of the Civil Code is amended to read:

782.5. (a) Any deed or other written instrument that relates to title to real
property, or any written covenant, condition, or restriction annexed or made a part
of, by reference or otherwise, any sueh deed or instrument that relates to title to
real property, that which contains any provision that purports to forbid, restrict, or
condition the right of any person or persons to sell, buy, lease, rent, use, or occupy
the property on account of any basis listed in subdivision (a) or (d) of Section
12955 of the Government Code, as those bases are defined in Sections 12926,
12926.1, subdivision (m) and paragraph (1) of subdivision (p) of Section 12955,
and Section 12955.2 of the Government Code, with respect to any person or
persons, shall be deemed to be revised to omit that provision.

(b) Notwithstanding subdivision (a), with respect to familial status, subdivision
(a) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in subdivision (a) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11, and 799.5, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 4760 of this code and subdivisions (n), (0), and (p) of Section
12955 of the Government Code shall apply to subdivision (a).

(c) This section shall not be construed to limit or expand the powers of a court to
reform a deed or other written instrument.

Comment. Subdivision (a) of Section 782.5 is amended to make stylistic revisions.
Subdivision (b) is amended to correct a cross-reference to former Section 1360.

Civ. Code § 783. “Condominium”

SEC. ___. Section 783 of the Civil Code is amended to read:

783. A condominium is an estate in real property described in subdivision (f) of
Section 1351 4125. A condominium may, with respect to the duration of its
enjoyment, be either (1) an estate of inheritance or perpetual estate, (2) an estate
for life, (3) an estate for years, such as a leasehold or a subleasehold, or (4) any
combination of the foregoing.

—26—



[

O 0 9 N Bt AW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

Staff Draft Conforming Revisions ® February 11,2010

Comment. Section 783 is amended to correct a cross-reference to former Section 1351(f).

Civ. Code § 783.1. Separate and correlative interests as interests in real property

SEC. __ . Section 783.1 of the Civil Code is amended to read:

783.1. In a stock cooperative, as defined in-subdivision—m)—of Section 1351
4190, both the separate interest, as defined in paragraph (4) of subdivision () (a)
of Section 1351 4185, and the correlative interest in the stock cooperative
corporation, however designated, are interests in real property.

Comment. Section 783.1 is amended to correct cross-references to former Section 1351(/)(4),

(m).

Civ. Code § 798.20. Discrimination prohibited

SEC. ___ . Section 798.20 of the Civil Code is amended to read:

798.20. (a) Membership in any private club or organization that is a condition
for tenancy in a park shall not be denied on any basis listed in subdivision (a) or
(d) of Section 12955 of the Government Code, as those bases are defined in
Sections 12926, 12926.1, subdivision (m) and paragraph (1) of subdivision (p) of
Section 12955, and Section 12955.2 of the Government Code.

(b) Notwithstanding subdivision (a), with respect to familial status, subdivision
(a) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in subdivision (a) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11, and 799.5, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 4760 of this code and subdivisions (n), (0), and (p) of Section
12955 of the Government Code shall apply to subdivision (a).

Comment. Section 798.20 is amended to correct a cross-reference to former Section 1360.

Civ. Code § 800.25. Nondiscrimination in private club membership

SEC. ___ . Section 800.25 of the Civil Code is amended to read:

800.25. (a) Membership in any private club or organization that is a condition
for tenancy in a floating home marina shall not be denied on any basis listed in
subdivision (a) or (d) of Section 12955 of the Government Code, as those bases
are defined in Sections 12926, 12926.1, subdivision (m) and paragraph (1) of
subdivision (p) of Section 12955, and Section 12955.2 of the Government Code.

(b) Notwithstanding subdivision (a), with respect to familial status, subdivision
(a) shall not be construed to apply to housing for older persons, as defined in
Section 12955.9 of the Government Code. With respect to familial status, nothing
in subdivision (a) shall be construed to affect Sections 51.2, 51.3, 51.4, 51.10,
51.11, and 799.5, relating to housing for senior citizens. Subdivision (d) of Section
51 and Section 1360 4760 of this code and subdivisions (n), (0), and (p) of Section
12955 of the Government Code shall apply to subdivision (a).

Comment. Section 800.25 is amended to correct a cross-reference to former Section 1360.
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Civ. Code § 895. Definitions

SEC. ___. Section 895 of the Civil Code is amended to read:

895. (a) “Structure” means any residential dwelling, other building, or
improvement located upon a lot or within a common area.

(b) “Designed moisture barrier” means an installed moisture barrier specified in
the plans and specifications, contract documents, or manufacturer’s
recommendations.

(c) “Actual moisture barrier” means any component or material, actually
installed, that serves to any degree as a barrier against moisture, whether or not
intended as sueh a barrier against moisture.

(d) “Unintended water” means water that passes beyond, around, or through a
component or the material that is designed to prevent that passage.

(e) “Close of escrow” means the date of the close of escrow between the builder
and the original homeowner. With respect to claims by an association, as defined
in subdivision—(a)-of Section 1351 4080, “close of escrow” means the date of
substantial completion, as defined in Section 337.15 of the Code of Civil
Procedure, or the date the builder relinquishes control over the association’s ability
to decide whether to initiate a claim under this title, whichever is later.

(f) “Claimant” or “homeowner” includes the individual owners of single-family
homes, individual unit owners of attached dwellings and, in the case of a common
interest development, any association as defined in subdivision—(a)-ef Section
1351 4760.

Comment. Subdivision (c) of Section 895 is amended to make a stylistic revision.
Subdivisions (e) and (f) are amended to correct cross-references to former Section 1351(a).

Civ. Code § 935. Similar requirements of Section 6000

SEC. . Section 935 of the Civil Code is amended to read:

935. To the extent that provisions of this chapter are enforced and those
provisions are substantially similar to provisions in Section 1375—ef the Civil
Ceode 6000, but an action is subsequently commenced under Section 1375-ef-the
Civil Cede 6000, the parties are excused from performing the substantially similar
requirements under Section 1375-ef-the-Civil-Code 6000.

Comment. Section 935 is amended to correct cross-references to former Section 1375.

Civ. Code § 945. Binding effect on original purchaser or successor-in-interest

SEC. . Section 945 of the Civil Code is amended to read:

945. The provisions, standards, rights, and obligations set forth in this title are
binding upon all original purchasers and their successors-in-interest. For purposes
of this title, associations and others having the rights set forth in Sections 13683
4810 and 13684 4815 shall be considered to be original purchasers and shall have
standing to enforce the provisions, standards, rights, and obligations set forth in
this title.
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Comment. Section 945 is amended to correct cross-references to former Sections 1368.3 and
1368 4.

Civ. Code § 1098. Transfer fee defined

SEC. ___. Section 1098 of the Civil Code is amended to read:

1098. A “transfer fee” is any fee payment requirement imposed within a
covenant, restriction, or condition contained in any deed, contract, security
instrument, or other document affecting the transfer or sale of, or any interest in,
real property that requires a fee be paid upon transfer of the real property. A
transfer fee does not include any of the following:

(a) Fees or taxes imposed by a governmental entity.

(b) Fees pursuant to mechanics’ liens.

(c) Fees pursuant to court-ordered transfers, payments, or judgments.

(d) Fees pursuant to property agreements in connection with a legal separation
or dissolution of marriage.

(e) Fees, charges, or payments in connection with the administration of estates
or trusts pursuant to Division 7 (commencing with Section 7000), Division 8
(commencing with Section 13000), or Division 9 (commencing with Section
15000) of the Probate Code.

(f) Fees, charges, or payments imposed by lenders or purchasers of loans, as
these entities are described in subdivision (c) of Section 10232 of the Business and
Professions Code.

(g) Assessments, charges, penalties, or fees authorized by the Davis-Stirling

Common Interest Development Act (Fitle-6-(commencing-with-Seetion1350)-of
Part-4-of Division2 Part 5 (commencing with Section 4000) of Division 4).

(h) Fees, charges, or payments for failing to comply with, or for transferring the
real property prior to satisfying, an obligation to construct residential
improvements on the real property.

(1) Any fee reflected in a document recorded against the property on or before
December 31, 2007, that is separate from any covenants, conditions, and
restrictions, and that substantially complies with subdivision (a) of Section 1098.5
by providing a prospective transferee notice of the following:

(1) Payment of a transfer fee is required.

(2) The amount or method of calculation of the fee.

(3) The date or circumstances under which the transfer fee payment requirement
expires, if any.

(4) The entity to which the fee will be paid.

(5) The general purposes for which the fee will be used.

Comment. Section 1098 is amended to correct a cross-reference to former Sections 1350-
1378.

Civ. Code § 1102.6a. Additional disclosures
SEC. . Section 1102.6a of the Civil Code is amended to read:
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1102.6a. (a) On and after July 1, 1990, any city or county may elect to require
disclosures on the form set forth in subdivision (b) in addition to those disclosures
required by Section 1102.6. However, this section does not affect or limit the
authority of a city or county to require disclosures on a different disclosure form in
connection with transactions subject to this article pursuant to an ordinance
adopted prior to July 1, 1990. Sueh-an An ordinance like this adopted prior to July
1, 1990, may be amended thereafter to revise the disclosure requirements of the
ordinance, in the discretion of the city council or county board of supervisors.

(b) Disclosures required pursuant to this section pertaining to the property
proposed to be transferred, shall be set forth in, and shall be made on a copy of,
the following disclosure form:

(c) This section does not preclude the use of addenda to the form specified in
subdivision (b) to facilitate the required disclosures. This section does not preclude
a city or county from using the disclosure form specified in subdivision (b) for a
purpose other than that specified in this section.

(d)(1) On and after January 1, 2005, if a city or county adopts a different or
additional disclosure form pursuant to this section regarding the proximity or
effects of an airport, the statement in that form shall contain, at a minimum, the
information in the statement “Notice of Airport in Vicinity” found in Section
11010 of the Business and Professions Code, or Section 1103.4 or 4353 4255.

(2) On and after January 1, 2006, if a city or county does not adopt a different or
additional disclosure form pursuant to this section, then the provision of an
“airport influence area” disclosure pursuant to Section 11010 of the Business and
Professions Code, or Section 1103.4 or 4353 4255, or if there is not a current
airport influence map, a written disclosure of an airport within two statute miles,
shall be deemed to satisfy any city or county requirements for the disclosure of
airports in connection with transfers of real property.

Comment. Subdivision (a) of Section 1102.6a is amended to make stylistic revisions.
Subdivision (d) is amended to correct cross-references to the airport disclosure provisions of
former Section 1353.

Civ. Code § 1102.6d. Manufactured home and mobilehome transfer disclosure statement

SEC. ___. Section 1102.6d of the Civil Code is amended to read:
1102.6d. Except for manufactured homes and mobilehomes located in a

common interest development governed by Fitle-6—(commencing—with-Seetion
1351 Part 5 (commencing with Section 4000) of Division 4, the disclosures

applicable to the resale of a manufactured home or mobilehome pursuant to
subdivision (b) of Section 1102 are set forth in, and shall be made on a copy of,
the following disclosure form:

Comment. Section 1102.6d is amended to correct a cross-reference to former Sections 1350-
1378.
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Civ. Code § 1133. Sale or lease of subdivision lot subject to blanket encumbrance

SEC. ___. Section 1133 of the Civil Code is amended to read:

1133. (a) If a lot, parcel, or unit of a subdivision is subject to a blanket
encumbrance, as defined in Section 11013 of the Business and Professions Code,
but is exempt from a requirement of compliance with Section 11013.2 of the
Business and Professions Code, the subdivider, his or her agent, or representative,
shall not sell, or lease for a term exceeding five years, the lot, parcel, or unit, nor
cause it to be sold, or leased for a term exceeding five years, until the prospective
purchaser or lessee of the lot, parcel, or unit has been furnished with and has
signed a true copy of the following notice:

(b) “Subdivision,” as used in subdivision (a), means improved or unimproved
land that is divided or proposed to be divided for the purpose of sale, lease, or
financing, whether immediate or future, into two or more lots, parcels, or units and
includes a condominium project, as defined in subdivision—~(H—of Section 1351
4125, a community apartment project, as defined in subdivision{(d)-of Section
1351 4108, a stock cooperative, as defined in subdivisien—-Gn)-of Section 1351
4190, and a limited equity housing cooperative, as defined in subdivision-Gn)-of
Section 1351 4190.

(c) The failure of the buyer or lessee to sign the notice shall not invalidate any
grant, conveyance, lease, or encumbrance.

(d) Any person or entity who willfully violates the provisions of this section
shall be liable to the purchaser of a lot or unit which is subject to the provisions of
this section, for actual damages, and in addition thereto, shall be guilty of a public
offense punishable by a fine in an amount not to exceed five hundred dollars
($500). In an action to enforce such the liability or fine, the prevailing party shall
be awarded reasonable attorney’s fees.

Comment. Subdivision (b) of Section 1133 is amended to correct cross-references to former
Section 1351(d), (f), (m).
Subdivision (d) is amended to make a stylistic revision.

Civ. Code § 1633.3. Transactions governed by title

SEC. . Section 1633.3 of the Civil Code is amended to read:

1633.3. (a) Except as otherwise provided in subdivisions (b) and (c), this title
applies to electronic records and electronic signatures relating to a transaction.

(b) This title does not apply to transactions subject to the following laws:

(1) A law governing the creation and execution of wills, codicils, or
testamentary trusts.

(2) Division 1 (commencing with Section 1101) of the Uniform Commercial
Code, except Sections 1107 and 1206.

(3) Divisions 3 (commencing with Section 3101), 4 (commencing with Section
4101), 5 (commencing with Section 5101), 8 (commencing with Section 8101), 9
(commencing with Section 9101), and 11 (commencing with Section 11101) of the
Uniform Commercial Code.
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(4) A law that requires that specifically identifiable text or disclosures in a
record or a portion of a record be separately signed, including initialed, from the
record. However, this paragraph does not apply to Section 1677 or 1678 of this
code or Section 1298 of the Code of Civil Procedure.

(c) This title does not apply to any specific transaction described in Section
17511.5 of the Business and Professions Code, Section 56.11, 56.17, 798.14,
1133, or 1134 of, Sections 1350 4000 to 1376 6150, inclusive, of, Section 1689.6,
1689.7, or 1689.13 of, Chapter 2.5 (commencing with Section 1695) of Title 5 of
Part 2 of Division 3 of, Section 1720, 1785.15, 1789.14, 1789.16, 1789.33, or
1793.23 of, Chapter 1 (commencing with Section 1801) of Title 2 of Part 4 of
Division 3 of, Section 1861.24, 1862.5, 1917.712, 1917.713, 1950.5, 1950.6,
1983, 2924b, 2924c, 2924f, 2924i, 2924j, 29243, or 2937 of, Article 1.5
(commencing with Section 2945) of Chapter 2 of Title 14 of Part 4 of Division 3
of, Section 2954.5 or 2963 of, Chapter 2b (commencing with Section 2981) or 2d
(commencing with Section 2985.7) of Title 14 of Part 4 of Division 3 of, or
Section 3071.5 of, the Civil Code, subdivision (b) of Section 18608 or Section
22328 of the Financial Code, Section 1358.15, 1365, 1368.01, 1368.1, 1371, or
18035.5 of the Health and Safety Code, Section 662, 663, 664, 667.5, 673, 677,
678, 678.1, 786, 10086, 10113.7, 10127.7, 10127.9, 10127.10, 10197, 10199.44,
10199.46, 10235.16, 10235.40, 10509.4, 10509.7, 11624.09, or 11624.1 of the
Insurance Code, Section 779.1, 10010.1, or 16482 of the Public Utilities Code, or
Section 9975 or 11738 of the Vehicle Code. An electronic record may not be
substituted for any notice that is required to be sent pursuant to Section 1162 of
the Code of Civil Procedure. Nothing in this subdivision shall be construed to
prohibit the recordation of any document with a county recorder by electronic
means.

(d) This title applies to an electronic record or electronic signature otherwise
excluded from the application of this title under subdivision (b) when used for a
transaction subject to a law other than those specified in subdivision (b).

(e) A transaction subject to this title is also subject to other applicable
substantive law.

(f) The exclusion of a transaction from the application of this title under
subdivision (b) or (c¢) shall be construed only to exclude the transaction from the
application of this title, but shall not be construed to prohibit the transaction from
being conducted by electronic means if the transaction may be conducted by
electronic means under any other applicable law.

Comment. Section 1633.3 is amended to correct a cross-reference to former Sections 1350-
1376. It also adds a reference to former Section 1378.

1> Staff Notes. (1) When it was added, Section 1633.3 referred to the entirety of the Davis-
Stirling Act. Section 1378 was added as the last section of the Davis-Stirling Act after the
enactment of Section 1633.3. See 1999 Cal. Stat. ch. 428; 2004 Cal. Stat. ch. 346.

The staff sees no reason for Section 1633.3 to omit Section 1378 from its reference to the
Davis-Stirling Act. The proposed amendment would include Section 1378 within the reference.
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(2) The text of this section reflects the changes made by 2009 Cal. Stat. ch. 433 (AB 328
(Calderon)).

Civ. Code § 1864. Duties of person or entity arranging for transient occupancies on behalf
of others

SEC. __. Section 1864 of the Civil Code is amended to read:

1864. Any person or entity, including a person employed by a real estate broker,
who, on behalf of another or others, solicits or arranges, or accepts reservations or
money, or both, for transient occupancies described in paragraphs (1) and (2) of
subdivision (b) of Section 1940, in a dwelling unit in a common interest
development, as defined in Section 1351 4100, in a dwelling unit in an apartment
building or complex, or in a single-family home, shall do each of the following:

(a) Prepare and maintain, in accordance with a written agreement with the
owner, complete and accurate records and books of account, kept in accordance
with generally accepted accounting principles, of all reservations made and money
received and spent with respect to each dwelling unit. All money received shall be
kept in a trust account maintained for the benefit of owners of the dwelling units.

(b) Render, monthly, to each owner of the dwelling unit, or to that owner’s
designee, an accounting for each month in which there are any deposits or
disbursements on behalf of that owner, however, in no event shall this accounting
be rendered any less frequently than quarterly.

(c) Make all records and books of account with respect to a dwelling unit
available, upon reasonable advance notice, for inspection and copying by the
dwelling unit’s owner. The records shall be maintained for a period of at least
three years.

(d) Comply fully with all collection, payment, and recordkeeping requirements
of a transient occupancy tax ordinance, if any, applicable to the occupancy.

(e) In no event shall any activities described in this section subject the person or
entity performing those activities in any manner to Part 1 (commencing with
Section 10000) of Division 4 of the Business and Professions Code. However, a
real estate licensee subject to this section may satisfy the requirements of this
section by compliance with the Real Estate Law.

Comment. Section 1864 is amended to correct a cross-reference to former Section 1351(c).

Civ. Code § 2079.3. Inspection of unit in planned development, condominium, or stock
cooperative

SEC. ___. Section 2079.3 of the Civil Code is amended to read:

2079.3. The inspection to be performed pursuant to this article does not include
or involve an inspection of areas that are reasonably and normally inaccessible to
steh-an this type of inspection, nor an affirmative inspection of areas off the site of
the subject property or public records or permits concerning the title or use of the
property, and, if the property comprises a unit in a planned development as
defined in Section 11003 of the Business and Professions Code, a condominium as
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defined in Section 783, or a stock cooperative as defined in Section 11003.2 of the
Business and Professions Code, does not include an inspection of more than the
unit offered for sale, if the seller or the broker complies with the provisions of
Section1368 Sections 4525 to 4580, inclusive.

Comment. Section 2079.3 is amended to correct a cross-reference to former Section 1368.
The section is also amended to make a stylistic revision.

Civ. Code § 2924b. Request for copy of notice of default or sale

SEC. ___. Section 2924b of the Civil Code is amended to read:

2924b. (a) Any person desiring a copy of any notice of default and of any notice
of sale under any deed of trust or mortgage with power of sale upon real property
or an estate for years therein, as to which deed of trust or mortgage the power of
sale cannot be exercised until these notices are given for the time and in the
manner provided in Section 2924 may, at any time subsequent to recordation of
the deed of trust or mortgage and prior to recordation of notice of default
thereunder, cause to be filed for record in the office of the recorder of any county
in which any part or parcel of the real property is situated, a duly acknowledged
request for a copy of the notice of default and of sale. This request shall be signed
and acknowledged by the person making the request, specifying the name and
address of the person to whom the notice is to be mailed, shall identify the deed of
trust or mortgage by stating the names of the parties thereto, the date of
recordation thereof, and the book and page where the deed of trust or mortgage is
recorded or the recorder’s number, and shall be in substantially the following
form:

=z Staff note. A table has been omitted to conserve resources.

Upon the filing for record of the request, the recorder shall index in the general
index of grantors the names of the trustors (or mortgagor) recited therein and the
names of persons requesting copies.

(b) The mortgagee, trustee, or other person authorized to record the notice of
default or the notice of sale shall do each of the following:

(1) Within 10 business days following recordation of the notice of default,
deposit or cause to be deposited in the United States mail an envelope, sent by
registered or certified mail with postage prepaid, containing a copy of the notice
with the recording date shown thereon, addressed to each person whose name and
address are set forth in a duly recorded request therefor, directed to the address
designated in the request and to each trustor or mortgagor at his or her last known
address if different than the address specified in the deed of trust or mortgage with
power of sale.

(2) At least 20 days before the date of sale, deposit or cause to be deposited in
the United States mail an envelope, sent by registered or certified mail with
postage prepaid, containing a copy of the notice of the time and place of sale,
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addressed to each person whose name and address are set forth in a duly recorded
request therefor, directed to the address designated in the request and to each
trustor or mortgagor at his or her last known address if different than the address
specified in the deed of trust or mortgage with power of sale.

(3) As used in paragraphs (1) and (2), the “last known address” of each trustor or
mortgagor means the last business or residence physical address actually known
by the mortgagee, beneficiary, trustee, or other person authorized to record the
notice of default. For the purposes of this subdivision, an address is “actually
known” if it is contained in the original deed of trust or mortgage, or in any
subsequent written notification of a change of physical address from the trustor or
mortgagor pursuant to the deed of trust or mortgage. For the purposes of this
subdivision, “physical address” does not include an e-mail or any form of
electronic address for a trustor or mortgagor. The beneficiary shall inform the
trustee of the trustor’s last address actually known by the beneficiary. However,
the trustee shall incur no liability for failing to send any notice to the last address
unless the trustee has actual knowledge of it.

(4) A “person authorized to record the notice of default or the notice of sale”
shall include an agent for the mortgagee or beneficiary, an agent of the named
trustee, any person designated in an executed substitution of trustee, or an agent of
that substituted trustee.

(c) The mortgagee, trustee, or other person authorized to record the notice of
default or the notice of sale shall do the following:

(1) Within one month following recordation of the notice of default, deposit or
cause to be deposited in the United States mail an envelope, sent by registered or
certified mail with postage prepaid, containing a copy of the notice with the
recording date shown thereon, addressed to each person set forth in paragraph (2),
provided that the estate or interest of any person entitled to receive notice under
this subdivision is acquired by an instrument sufficient to impart constructive
notice of the estate or interest in the land or portion thereof that is subject to the
deed of trust or mortgage being foreclosed, and provided the instrument is
recorded in the office of the county recorder so as to impart that constructive
notice prior to the recording date of the notice of default and provided the
instrument as so recorded sets forth a mailing address that the county recorder
shall use, as instructed within the instrument, for the return of the instrument after
recording, and which address shall be the address used for the purposes of mailing
notices herein.

(2) The persons to whom notice shall be mailed under this subdivision are:

(A) The successor in interest, as of the recording date of the notice of default, of
the estate or interest or any portion thereof of the trustor or mortgagor of the deed
of trust or mortgage being foreclosed.

(B) The beneficiary or mortgagee of any deed of trust or mortgage recorded
subsequent to the deed of trust or mortgage being foreclosed, or recorded prior to
or concurrently with the deed of trust or mortgage being foreclosed but subject to a
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recorded agreement or a recorded statement of subordination to the deed of trust or
mortgage being foreclosed.

(C) The assignee of any interest of the beneficiary or mortgagee described in
subparagraph (B), as of the recording date of the notice of default.

(D) The vendee of any contract of sale, or the lessee of any lease, of the estate or
interest being foreclosed that is recorded subsequent to the deed of trust or
mortgage being foreclosed, or recorded prior to or concurrently with the deed of
trust or mortgage being foreclosed but subject to a recorded agreement or
statement of subordination to the deed of trust or mortgage being foreclosed.

(E) The successor in interest to the vendee or lessee described in subparagraph
(D), as of the recording date of the notice of default.

(F) The office of the Controller, Sacramento, California, where, as of the
recording date of the notice of default, a “Notice of Lien for Postponed Property
Taxes” has been recorded against the real property to which the notice of default
applies.

(3) At least 20 days before the date of sale, deposit or cause to be deposited in
the United States mail an envelope, sent by registered or certified mail with
postage prepaid, containing a copy of the notice of the time and place of sale
addressed to each person to whom a copy of the notice of default is to be mailed as
provided in paragraphs (1) and (2), and addressed to the office of any state taxing
agency, Sacramento, California, that has recorded, subsequent to the deed of trust
or mortgage being foreclosed, a notice of tax lien prior to the recording date of the
notice of default against the real property to which the notice of default applies.

(4) Provide a copy of the notice of sale to the Internal Revenue Service, in
accordance with Section 7425 of the Internal Revenue Code and any applicable
federal regulation, if a “Notice of Federal Tax Lien under Internal Revenue Laws”
has been recorded, subsequent to the deed of trust or mortgage being foreclosed,
against the real property to which the notice of sale applies. The failure to provide
the Internal Revenue Service with a copy of the notice of sale pursuant to this
paragraph shall be sufficient cause to rescind the trustee’s sale and invalidate the
trustee’s deed, at the option of either the successful bidder at the trustee’s sale or
the trustee, and in either case with the consent of the beneficiary. Any option to
rescind the trustee’s sale pursuant to this paragraph shall be exercised prior to any
transfer of the property by the successful bidder to a bona fide purchaser for value.
A recision of the trustee’s sale pursuant to this paragraph may be recorded in a
notice of recision pursuant to Section 1058.5.

(5) The mailing of notices in the manner set forth in paragraph (1) shall not
impose upon any licensed attorney, agent, or employee of any person entitled to
receive notices as herein set forth any duty to communicate the notice to the
entitled person from the fact that the mailing address used by the county recorder
is the address of the attorney, agent, or employee.

(d) Any deed of trust or mortgage with power of sale hereafter executed upon
real property or an estate for years therein may contain a request that a copy of any
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notice of default and a copy of any notice of sale thereunder shall be mailed to any
person or party thereto at the address of the person given therein, and a copy of
any notice of default and of any notice of sale shall be mailed to each of these at
the same time and in the same manner required as though a separate request
therefor had been filed by each of these persons as herein authorized. If any deed
of trust or mortgage with power of sale executed after September 19, 1939, except
a deed of trust or mortgage of any of the classes excepted from the provisions of
Section 2924, does not contain a mailing address of the trustor or mortgagor
therein named, and if no request for special notice by the trustor or mortgagor in
substantially the form set forth in this section has subsequently been recorded, a
copy of the notice of default shall be published once a week for at least four weeks
in a newspaper of general circulation in the county in which the property is
situated, the publication to commence within 10 business days after the filing of
the notice of default. In lieu of publication, a copy of the notice of default may be
delivered personally to the trustor or mortgagor within the 10 business days or at
any time before publication is completed, or by posting the notice of default in a
conspicuous place on the property and mailing the notice to the last known address
of the trustor or mortgagor.

(e) Any person required to mail a copy of a notice of default or notice of sale to
each trustor or mortgagor pursuant to subdivision (b) or (c) by registered or
certified mail shall simultaneously cause to be deposited in the United States mail,
with postage prepaid and mailed by first-class mail, an envelope containing an
additional copy of the required notice addressed to each trustor or mortgagor at the
same address to which the notice is sent by registered or certified mail pursuant to
subdivision (b) or (c). The person shall execute and retain an affidavit identifying
the notice mailed, showing the name and residence or business address of that
person, that he or she is over the age of 18 years, the date of deposit in the mail,
the name and address of the trustor or mortgagor to whom sent, and that the
envelope was sealed and deposited in the mail with postage fully prepaid. In the
absence of fraud, the affidavit required by this subdivision shall establish a
conclusive presumption of mailing.

(f) With respect to separate interests governed by an association, as defined in
subdivision(a)-of Section 1351 4080, the association may cause to be filed in the
office of the recorder in the county in which the separate interests are situated a
request that a mortgagee, trustee, or other person authorized to record a notice of
default regarding any of those separate interests mail to the association a copy of
any trustee’s deed upon sale concerning a separate interest. The request shall
include a legal description or the assessor’s parcel number of the separate
interests. A request recorded pursuant to this subdivision shall include the name
and address of the association and a statement that it is a homeowners’ association.
Subsequent requests of an association shall supersede prior requests. A request
pursuant to this subdivision shall be recorded before the filing of a notice of
default. The mortgagee, trustee, or other authorized person shall mail the requested
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information to the association within 15 business days following the date the
trustee’s deed is recorded. Failure to mail the request, pursuant to this subdivision,
shall not affect the title to real property.

(g) No request for a copy of any notice filed for record pursuant to this section,
no statement or allegation in the request, and no record thereof shall affect the title
to real property or be deemed notice to any person that any person requesting
copies of notice has or claims any right, title, or interest in, or lien or charge upon
the property described in the deed of trust or mortgage referred to therein.

(h) “Business day,” as used in this section, has the meaning specified in Section
9.

Comment. Section 2924b is amended to correct a cross-reference to former Section 1351(a).

Civ. Code § 2929.5. Secured lender’s right of entry and inspection

SEC. ___. Section 2929.5 of the Civil Code is amended to read:

2929.5. (a) A secured lender may enter and inspect the real property security for
the purpose of determining the existence, location, nature, and magnitude of any
past or present release or threatened release of any hazardous substance into, onto,
beneath, or from the real property security on either of the following:

(1) Upon reasonable belief of the existence of a past or present release or
threatened release of any hazardous substance into, onto, beneath, or from the real
property security not previously disclosed in writing to the secured lender in
conjunction with the making, renewal, or modification of a loan, extension of
credit, guaranty, or other obligation involving the borrower.

(2) After the commencement of nonjudicial or judicial foreclosure proceedings
against the real property security.

(b) The secured lender shall not abuse the right of entry and inspection or use it
to harass the borrower or tenant of the property. Except in case of an emergency,
when the borrower or tenant of the property has abandoned the premises, or if it is
impracticable to do so, the secured lender shall give the borrower or tenant of the
property reasonable notice of the secured lender’s intent to enter, and enter only
during the borrower’s or tenant’s normal business hours. Twenty-four hours’
notice shall be presumed to be reasonable notice in the absence of evidence to the
contrary.

(c) The secured lender shall reimburse the borrower for the cost of repair of any
physical injury to the real property security caused by the entry and inspection.

(d) If a secured lender is refused the right of entry and inspection by the
borrower or tenant of the property, or is otherwise unable to enter and inspect the
property without a breach of the peace, the secured lender may, upon petition,
obtain an order from a court of competent jurisdiction to exercise the secured
lender’s rights under subdivision (a), and that action shall not constitute an action
within the meaning of subdivision (a) of Section 726 of the Code of Civil
Procedure.

(e) For purposes of this section:
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(1) “Borrower” means the trustor under a deed of trust, or a mortgagor under a
mortgage, where the deed of trust or mortgage encumbers real property security
and secures the performance of the trustor or mortgagor under a loan, extension of
credit, guaranty, or other obligation. The term includes any successor-in-interest of
the trustor or mortgagor to the real property security before the deed of trust or
mortgage has been discharged, reconveyed, or foreclosed upon.

(2) “Hazardous substance” includes all of the following:

(A) Any “hazardous substance” as defined in subdivision (h) of Section 25281
of the Health and Safety Code.

(B) Any “waste” as defined in subdivision (d) of Section 13050 of the Water
Code.

(C) Petroleum, including crude oil or any fraction thereof, natural gas, natural
gas liquids, liquefied natural gas, or synthetic gas usable for fuel, or any mixture
thereof.

(3) “Real property security” means any real property and improvements, other
than a separate interest and any related interest in the common area of a residential
common interest development, as the terms “separate interest,” “common area,”’
and “common interest development” are defined in Seetien1351 Sections 4095,
4100, and 4185, or real property consisting of one acre or less which contains 1 to
15 dwelling units.

(4) “Release” means any spilling, leaking, pumping, pouring, emitting,
emptying, discharging, injecting, escaping, leaching, dumping, or disposing into
the environment, including continuing migration, of hazardous substances into,
onto, or through soil, surface water, or groundwater.

(5) “Secured lender” means the beneficiary under a deed of trust against the real
property security, or the mortgagee under a mortgage against the real property
security, and any successor-in-interest of the beneficiary or mortgagee to the deed
of trust or mortgage.

Comment. Section 2929.5 is amended to correct cross-references to former Section 1351(a),
(b), and (/).

Civ. Code § 2955.1. Disclosures regarding earthquake insurance requirements

SEC. ___. Section 2955.1 of the Civil Code is amended to read:

2955.1. (a) Any lender originating a loan secured by the borrower’s separate
interest in a condominium project, as defined in-subdivision<H-of Section 1351
4125, which requires earthquake insurance or imposes a fee or any other condition
in lieu thereof pursuant to an underwriting requirement imposed by an institutional
third-party purchaser shall disclose all of the following to the potential borrower:

(1) That the lender or the institutional third party in question requires earthquake
insurance or imposes a fee or any other condition in lieu thereof pursuant to an
underwriting requirement imposed by an institutional third party purchaser.
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(2) That not all lenders or institutional third parties require earthquake insurance
or impose a fee or any other condition in lieu thereof pursuant to an underwriting
requirement imposed by an institutional third party purchaser.

(3) Earthquake insurance may be required on the entire condominium project.

(4) That lenders or institutional third parties may also require that a
condominium project maintain, or demonstrate an ability to maintain, financial
reserves in the amount of the earthquake insurance deductible.

(b) For the purposes of this section, “institutional third party” means the Federal
Home Loan Mortgage Corporation, the Federal National Mortgage Association,
the Government National Mortgage Association, and other substantially similar
institutions, whether public or private.

(c) The disclosure required by this section shall be made in writing by the lender
as soon as reasonably practicable.

Comment. Section 2955.1 is amended to correct a cross-reference to former Section 1351(f).

Code Civ. Proc. § 86. Specific cases and proceedings that are limited civil cases

SEC. ___. Section 86 of the Code of Civil Procedure is amended to read:

86. (a) The following civil cases and proceedings are limited civil cases:

(1) Cases at law in which the demand, exclusive of interest, or the value of the
property in controversy amounts to twenty-five thousand dollars ($25,000) or less.
This paragraph does not apply to cases that involve the legality of any tax, impost,
assessment, toll, or municipal fine, except actions to enforce payment of
delinquent unsecured personal property taxes if the legality of the tax is not
contested by the defendant.

(2) Actions for dissolution of partnership where the total assets of the
partnership do not exceed twenty-five thousand dollars ($25,000); actions of
interpleader where the amount of money or the value of the property involved
does not exceed twenty-five thousand dollars ($25,000).

(3) Actions to cancel or rescind a contract when the relief is sought in
connection with an action to recover money not exceeding twenty-five thousand
dollars ($25,000) or property of a value not exceeding twenty-five thousand
dollars ($25,000), paid or delivered under, or in consideration of, the contract;
actions to revise a contract where the relief is sought in an action upon the contract
if the action otherwise is a limited civil case.

(4) Proceedings in forcible entry or forcible or unlawful detainer where the
whole amount of damages claimed is twenty-five thousand dollars ($25,000) or
less.

(5) Actions to enforce and foreclose liens on personal property where the
amount of the liens is twenty-five thousand dollars ($25,000) or less.

(6) Actions to enforce and foreclose, or petitions to release, liens of mechanics,
materialmen, artisans, laborers, and of all other persons to whom liens are given
under the provisions of Chapter 2 (commencing with Section 3109) of Title 15 of
Part 4 of Division 3 of the Civil Code, or to enforce and foreclose an assessment
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lien on a common interest development as defined in Section 1351 4100 of the
Civil Code, where the amount of the liens is twenty-five thousand dollars
($25,000) or less. However, where an action to enforce the lien affects property
that is also affected by a similar pending action that is not a limited civil case, or
where the total amount of the liens sought to be foreclosed against the same
property aggregates an amount in excess of twenty-five thousand dollars
($25,000), the action is not a limited civil case.

(7) Actions for declaratory relief when brought pursuant to either of the
following:

(A) By way of cross-complaint as to a right of indemnity with respect to the
relief demanded in the complaint or a cross-complaint in an action or proceeding
that is otherwise a limited civil case.

(B) To conduct a trial after a nonbinding fee arbitration between an attorney and
client, pursuant to Article 13 (commencing with Section 6200) of Chapter 4 of
Division 3 of the Business and Professions Code, where the amount in controversy
is twenty-five thousand dollars ($25,000) or less.

(8) Actions to issue temporary restraining orders and preliminary injunctions,
and to take accounts, where necessary to preserve the property or rights of any
party to a limited civil case; to make any order or perform any act, pursuant to
Title 9 (commencing with Section 680.010) of Part 2 (enforcement of judgments)
in a limited civil case; to appoint a receiver pursuant to Section 564 in a limited
civil case; to determine title to personal property seized in a limited civil case.

(9) Actions under Article 3 (commencing with Section 708.210) of Chapter 6 of
Division 2 of Title 9 of Part 2 for the recovery of an interest in personal property
or to enforce the liability of the debtor of a judgment debtor where the interest
claimed adversely is of a value not exceeding twenty-five thousand dollars
($25,000) or the debt denied does not exceed twenty-five thousand dollars
($25,000).

(10) Arbitration-related petitions filed pursuant to either of the following:

(A) Article 2 (commencing with Section 1292) of Chapter 5 of Title 9 of Part 3,
except for uninsured motorist arbitration proceedings in accordance with Section
11580.2 of the Insurance Code, if the petition is filed before the arbitration award
becomes final and the matter to be resolved by arbitration is a limited civil case
under paragraphs (1) to (9), inclusive, of subdivision (a) or if the petition is filed
after the arbitration award becomes final and the amount of the award and all other
rulings, pronouncements, and decisions made in the award are within paragraphs
(1) to (9), inclusive, of subdivision (a).

(B) To confirm, correct, or vacate a fee arbitration award between an attorney
and client that is binding or has become binding, pursuant to Article 13
(commencing with Section 6200) of Chapter 4 of Division 3 of the Business and
Professions Code, where the arbitration award is twenty-five thousand dollars
($25,000) or less.

(b) The following cases in equity are limited civil cases:
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(1) Cases to try title to personal property when the amount involved is not more
than twenty-five thousand dollars ($25,000).

(2) Cases when equity is pleaded as a defensive matter in any case that is
otherwise a limited civil case.

(3) Cases to vacate a judgment or order of the court obtained in a limited civil
case through extrinsic fraud, mistake, inadvertence, or excusable neglect.

Comment. Section 86 is amended to correct a cross-reference to former Civil Code Section
1351(c).

Code Civ. Proc. § 116.540. Participation by individuals other than plaintiff and defendant
SEC. ___. Section 116.540 of the Code of Civil Procedure is amended to read:
116.540. (a) Except as permitted by this section, no individual other than the

plaintiff and the defendant may take part in the conduct or defense of a small

claims action.

(b) Except as additionally provided in subdivision (i), a corporation may appear
and participate in a small claims action only through a regular employee, or a duly
appointed or elected officer or director, who is employed, appointed, or elected for
purposes other than solely representing the corporation in small claims court.

(c) A party who is not a corporation or a natural person may appear and
participate in a small claims action only through a regular employee, or a duly
appointed or elected officer or director, or in the case of a partnership, a partner,
engaged for purposes other than solely representing the party in small claims
court.

(d) If a party is an individual doing business as a sole proprietorship, the party
may appear and participate in a small claims action by a representative and
without personally appearing if both of the following conditions are met:

(1) The claim can be proved or disputed by evidence of an account that
constitutes a business record as defined in Section 1271 of the Evidence Code, and
there is no other issue of fact in the case.

(2) The representative is a regular employee of the party for purposes other than
solely representing the party in small claims actions and is qualified to testify to
the identity and mode of preparation of the business record.

(e) A plaintiff is not required to personally appear, and may submit declarations
to serve as evidence supporting his or her claim or allow another individual to
appear and participate on his or her behalf, if (1) the plaintiff is serving on active
duty in the United States Armed Forces outside this state, (2) the plaintiff was
assigned to his or her duty station after his or her claim arose, (3) the assignment is
for more than six months, (4) the representative is serving without compensation,
and (5) the representative has appeared in small claims actions on behalf of others
no more than four times during the calendar year. The defendant may file a claim
in the same action in an amount not to exceed the jurisdictional limits stated in
Sections 116.220, 116.221,and 116.231.
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(f) A party incarcerated in a county jail, a Department of Corrections and
Rehabilitation facility, or a Division of Juvenile Facilities facility is not required to
personally appear, and may submit declarations to serve as evidence supporting
his or her claim, or may authorize another individual to appear and participate on
his or her behalf if that individual is serving without compensation and has
appeared in small claims actions on behalf of others no more than four times
during the calendar year.

(g) A defendant who is a nonresident owner of real property may defend against
a claim relating to that property without personally appearing by (1) submitting
written declarations to serve as evidence supporting his or her defense, (2)
allowing another individual to appear and participate on his or her behalf if that
individual is serving without compensation and has appeared in small claims
actions on behalf of others no more than four times during the calendar year, or (3)
taking the action described in both (1) and (2).

(h) A party who is an owner of rental real property may appear and participate in
a small claims action through a property agent under contract with the owner to
manage the rental of that property, if (1) the owner has retained the property agent
principally to manage the rental of that property and not principally to represent
the owner in small claims court, and (2) the claim relates to the rental property.

(1) A party that is an association created to manage a common interest
development, as defined in Section 1351 4100 of the Civil Code, may appear and
participate in a small claims action through an agent, a management company
representative, or bookkeeper who appears on behalf of that association.

(j) At the hearing of a small claims action, the court shall require any individual
who is appearing as a representative of a party under subdivisions (b) to (i),
inclusive, to file a declaration stating (1) that the individual is authorized to appear
for the party, and (2) the basis for that authorization. If the representative is
appearing under subdivision (b), (¢), (d), (h), or (i), the declaration also shall state
that the individual is not employed solely to represent the party in small claims
court. If the representative is appearing under subdivision (e), (f), or (g), the
declaration also shall state that the representative is serving without compensation,
and has appeared in small claims actions on behalf of others no more than four
times during the calendar year.

(k) A husband or wife who sues or who is sued with his or her spouse may
appear and participate on behalf of his or her spouse if (1) the claim is a joint
claim, (2) the represented spouse has given his or her consent, and (3) the court
determines that the interests of justice would be served.

(0) If the court determines that a party cannot properly present his or her claim or
defense and needs assistance, the court may in its discretion allow another
individual to assist that party.

(m) Nothing in this section shall operate or be construed to authorize an attorney
to participate in a small claims action except as expressly provided in Section
116.530.
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Comment. Section 116.540 is amended to correct a cross-reference to former Civil Code
Section 1351(c).

Code Civ. Proc. § 564. Cases in which appointment of receiver is authorized

SEC. ___. Section 564 of the Code of Civil Procedure is amended to read:

564. (a) A receiver may be appointed, in the manner provided in this chapter, by
the court in which an action or proceeding is pending in any case in which the
court is empowered by law to appoint a receiver.

(b) A receiver may be appointed by the court in which an action or proceeding is
pending, or by a judge thereof, in the following cases:

(1) In an action by a vendor to vacate a fraudulent purchase of property, or by a
creditor to subject any property or fund to the creditor’s claim, or between partners
or others jointly owning or interested in any property or fund, on the application of
the plaintiff, or of any party whose right to or interest in the property or fund, or
the proceeds thereof, is probable, and where it is shown that the property or fund is
in danger of being lost, removed, or materially injured.

(2) In an action by a secured lender for the foreclosure of a deed of trust or
mortgage and sale of property upon which there is a lien under a deed of trust or
mortgage, where it appears that the property is in danger of being lost, removed, or
materially injured, or that the condition of the deed of trust or mortgage has not
been performed, and that the property is probably insufficient to discharge the
deed of trust or mortgage debt.

(3) After judgment, to carry the judgment into effect.

(4) After judgment, to dispose of the property according to the judgment, or to
preserve it during the pendency of an appeal, or pursuant to the Enforcement of
Judgments Law Title 9 (commencing with Section 680.010), or after sale of real
property pursuant to a decree of foreclosure, during the redemption period, to
collect, expend, and disburse rents as directed by the court or otherwise provided
by law.

(5) Where a corporation has been dissolved, as provided in Section 565.

(6) Where a corporation is insolvent, or in imminent danger of insolvency, or
has forfeited its corporate rights.

(7) In an action of unlawful detainer.

(8) At the request of the Public Utilities Commission pursuant to Section 855 or
5259.5 of the Public Utilities Code.

(9) In all other cases where necessary to preserve the property or rights of any
party.

(10) At the request of the Office of Statewide Health Planning and
Development, or the Attorney General, pursuant to Section 129173 of the Health
and Safety Code.

(11) In an action by a secured lender for specific performance of an assignment
of rents provision in a deed of trust, mortgage, or separate assignment document.
The appointment may be continued after entry of a judgment for specific
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performance if appropriate to protect, operate, or maintain real property
encumbered by a deed of trust or mortgage or to collect rents therefrom while a
pending nonjudicial foreclosure under power of sale in a deed of trust or mortgage
is being completed.

(12) In a case brought by an assignee under an assignment of leases, rents,
issues, or profits pursuant to subdivision (g) of Section 2938 of the Civil Code.

(c) A receiver may be appointed, in the manner provided in this chapter,
including, but not limited to, Section 566, by the superior court in an action
brought by a secured lender to enforce the rights provided in Section 2929.5 of the
Civil Code, to enable the secured lender to enter and inspect the real property
security for the purpose of determining the existence, location, nature, and
magnitude of any past or present release or threatened release of any hazardous
substance into, onto, beneath, or from the real property security. The secured
lender shall not abuse the right of entry and inspection or use it to harass the
borrower or tenant of the property. Except in case of an emergency, when the
borrower or tenant of the property has abandoned the premises, or if it is
impracticable to do so, the secured lender shall give the borrower or tenant of the
property reasonable notice of the secured lender’s intent to enter and shall enter
only during the borrower’s or tenant’s normal business hours. Twenty-four hours’
notice shall be presumed to be reasonable notice in the absence of evidence to the
contrary.

(d) Any action by a secured lender to appoint a receiver pursuant to this section
shall not constitute an action within the meaning of subdivision (a) of Section 726.

(e) For purposes of this section:

(1) “Borrower” means the trustor under a deed of trust, or a mortgagor under a
mortgage, where the deed of trust or mortgage encumbers real property security
and secures the performance of the trustor or mortgagor under a loan, extension of
credit, guaranty, or other obligation. The term includes any successor in interest of
the trustor or mortgagor to the real property security before the deed of trust or
mortgage has been discharged, reconveyed, or foreclosed upon.

(2) “Hazardous substance” means any of the following:

(A) Any “hazardous substance” as defined in subdivision (h) of Section 25281
of the Health and Safety Code.

(B) Any “waste” as defined in subdivision (d) of Section 13050 of the Water
Code.

(C) Petroleum including crude oil or any fraction thereof, natural gas, natural
gas liquids, liquefied natural gas, or synthetic gas usable for fuel, or any mixture
thereof.

(3) “Real property security” means any real property and improvements, other
than a separate interest and any related interest in the common area of a residential
common interest development, as the terms “separate interest,” “common area,’
and “common interest development” are defined in Seetien1351 Sections 4095,
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4100, and 4185 of the Civil Code, or real property consisting of one acre or less
that contains 1 to 15 dwelling units.

(4) “Release” means any spilling, leaking, pumping, pouring, emitting,
emptying, discharging, injecting, escaping, leaching, dumping, or disposing into
the environment, including continuing migration, of hazardous substances into,
onto, or through soil, surface water, or groundwater.

(5) “Secured lender” means the beneficiary under a deed of trust against the real
property security, or the mortgagee under a mortgage against the real property
security, and any successor in interest of the beneficiary or mortgagee to the deed
of trust or mortgage.

Comment. Section 564 is amended to correct cross-references to former Civil Code Section
1351(b), (¢), ().

Code Civ. Proc. § 726.5. Election between waiver of lien and exercise of specified rights and
remedies

SEC. ___. Section 726.5 of the Code of Civil Procedure is amended to read:

726.5. (a) Notwithstanding subdivision (a) of Section 726 or any other provision
of law, except subdivision (d) of this section, a secured lender may elect between
the following where the real property security is environmentally impaired and the
borrower’s obligations to the secured lender are in default:

(1)(A) Waiver of its lien against (i) any parcel of real property security that is
environmentally impaired or is an affected parcel, and (ii) all or any portion of the
fixtures and personal property attached to the parcels; and

(B) Exercise of (i) the rights and remedies of an unsecured creditor, including
reduction of its claim against the borrower to judgment, and (ii) any other rights
and remedies permitted by law.

(2) Exercise of (i) the rights and remedies of a creditor secured by a deed of trust
or mortgage and, if applicable, a lien against fixtures or personal property attached
to the real property security, and (ii) any other rights and remedies permitted by
law.

(b) Before the secured lender may waive its lien against any parcel of real
property security pursuant to paragraph (1) of subdivision (a) on the basis of the
environmental impairment contemplated by paragraph (3) of subdivision (e), (i)
the secured lender shall provide written notice of the default to the borrower, and
(i1) the value of the subject real property security shall be established and its
environmentally impaired status shall be confirmed by an order of a court of
competent jurisdiction in an action brought by the secured lender against the
borrower. The complaint for a valuation and confirmation action may include
causes of action for a money judgment for all or part of the secured obligation, in
which case the waiver of the secured lender’s liens under paragraph (1) of
subdivision (a) shall result only if and when a final money judgment is obtained
against the borrower.
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(c) If a secured lender elects the rights and remedies permitted by paragraph (1)
of subdivision (a) and the borrower’s obligations are also secured by other real
property security, fixtures, or personal property, the secured lender shall first
foreclose against the additional collateral to the extent required by applicable law
in which case the amount of the judgment of the secured lender pursuant to
paragraph (1) of subdivision (a) shall be limited to the extent Section 580a or
580d, or subdivision (b) of Section 726 apply to the foreclosures of additional real
property security. The borrower may waive or modify the foreclosure
requirements of this subdivision provided that the waiver or modification is in
writing and signed by the borrower after default.

(d) Subdivision (a) shall be inapplicable if all of the following are true:

(1) The release or threatened release was not knowingly or negligently caused or
contributed to, or knowingly or willfully permitted or acquiesced to, by any of the
following:

(A) The borrower or any related party.

(B) Any affiliate or agent of the borrower or any related party.

(2) In conjunction with the making, renewal, or modification of the loan,
extension of credit, guaranty, or other obligation secured by the real property
security, neither the borrower, any related party, nor any affiliate or agent of either
the borrower or any related party had actual knowledge or notice of the release or
threatened release, or if a person had knowledge or notice of the release or
threatened release, the borrower made written disclosure thereof to the secured
lender after the secured lender’s written request for information concerning the
environmental condition of the real property security, or the secured lender
otherwise obtained actual knowledge thereof, prior to the making, renewal, or
modification of the obligation.

(e) For purposes of this section:

(1) “Affected parcel” means any portion of a parcel of real property security that
is (A) contiguous to the environmentally impaired parcel, even if separated by
roads, streets, utility easements, or railroad rights-of-way, (B) part of an approved
or proposed subdivision within the meaning of Section 66424 of the Government
Code, of which the environmentally impaired parcel is also a part, or (C) within
2,000 feet of the environmentally impaired parcel.

(2) “Borrower” means the trustor under a deed of trust, or a mortgagor under a
mortgage, where the deed of trust or mortgage encumbers real property security
and secures the performance of the trustor or mortgagor under a loan, extension of
credit, guaranty, or other obligation. The term includes any successor-in-interest of
the trustor or mortgagor to the real property security before the deed of trust or
mortgage has been discharged, reconveyed, or foreclosed upon.

(3) “Environmentally impaired” means that the estimated costs to clean up and
remediate a past or present release or threatened release of any hazardous
substance into, onto, beneath, or from the real property security, not disclosed in
writing to, or otherwise actually known by, the secured lender prior to the making
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of the loan or extension of credit secured by the real property security, exceeds 25
percent of the higher of the aggregate fair market value of all security for the loan
or extension of credit (A) at the time of the making of the loan or extension of
credit, or (B) at the time of the discovery of the release or threatened release by the
secured lender. For the purposes of this definition, the estimated cost to clean up
and remediate the contamination caused by the release or threatened release shall
include only those costs that would be incurred reasonably and in good faith, and
fair market value shall be determined without giving consideration to the release
or threatened release, and shall be exclusive of the amount of all liens and
encumbrances against the security that are senior in priority to the lien of the
secured lender. Notwithstanding the foregoing, the real property security for any
loan or extension of credit secured by a single parcel of real property which is
included in the National Priorities List pursuant to Section 9605 of Title 42 of the
United States Code, or in any list published by the Department of Toxic
Substances Control pursuant to subdivision (b) of Section 25356 of the Health and
Safety Code, shall be deemed to be environmentally impaired.

(4) “Hazardous substance” means any of the following:

(A) Any “hazardous substance” as defined in subdivision (h) of Section 25281
of the Health and Safety Code.

(B) Any “waste” as defined in subdivision (d) of Section 13050 of the Water
Code.

(C) Petroleum, including crude oil or any fraction thereof, natural gas, natural
gas liquids, liquefied natural gas, or synthetic gas usable for fuel, or any mixture
thereof.

(5) “Real property security” means any real property and improvements, other
than a separate interest and any related interest in the common area of a residential
common interest development, as the terms “separate interest,” “common area,’
and “common interest development” are defined in Seetien1351 Sections 4095,
4100, and 4185 of the Civil Code, or real property which contains only 1 to 15
dwelling units, which in either case (A) is solely used (i) for residential purposes,
or (ii) if reasonably contemplated by the parties to the deed of trust or mortgage,
for residential purposes as well as limited agricultural or commercial purposes
incidental thereto, and (B) is the subject of an issued certificate of occupancy
unless the dwelling is to be owned and occupied by the borrower.

(6) “Related party” means any person who shares an ownership interest with the
borrower in the real property security, or is a partner or joint venturer with the
borrower in a partnership or joint venture, the business of which includes the
acquisition, development, use, lease, or sale of the real property security.

(7) “Release” means any spilling, leaking, pumping, pouring, emitting,
emptying, discharging, injecting, escaping, leaching, dumping, or disposing into
the environment, including continuing migration, of hazardous substances into,
onto, or through soil, surface water, or groundwater. The term does not include
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actions directly relating to the incorporation in a lawful manner of building
materials into a permanent improvement to the real property security.

(8) “Secured lender” means the beneficiary under a deed of trust against the real
property security, or the mortgagee under a mortgage against the real property
security, and any successor-in-interest of the beneficiary or mortgagee to the deed
of trust or mortgage.

(f) This section shall not be construed to invalidate or otherwise affect in any
manner any rights or obligations arising under contract in connection with a loan
or extension of credit, including, without limitation, provisions limiting recourse.

(g) This section shall only apply to loans, extensions of credit, guaranties, or
other obligations secured by real property security made, renewed, or modified on
or after January 1, 1992.

Comment. Section 726.5 is amended to correct cross-references to former Civil Code Section
1351(b), (¢), ().

Code Civ. Proc. § 729.035. Right of redemption on sale of separate interest in common
interest development

SEC. ___. Section 729.035 of the Code of Civil Procedure is amended to read:

729.035. Notwithstanding any provision of law to the contrary, the sale of a
separate interest in a common interest development is subject to the right of
redemption within 90 days after the sale if the sale arises from a foreclosure by the
association of a common interest development pursuant to sebdivisien—(g)—of
Seetion13671 Sections 5700, 5710, and 5735 of the Civil Code, subject to the
conditions of Seetien13674 Sections 5705, 5715, and 5720 of the Civil Code.

Comment. Section 729.035 is amended to correct cross-references to former Civil Code
Sections 1367.1 and 1367 4.

Gov’t Code § 12191. Miscellaneous business entity filing fees

SEC. ___. Section 12191 of the Government Code is amended to read:

12191. The miscellaneous business entity filing fees are the following:

(a) Foreign Associations, as defined in Sections 170 and 171 of the Corporations
Code:

(1) Filing the statement and designation upon the qualification of a foreign
association pursuant to Section 2105 of the Corporations Code: One hundred
dollars ($100).

(2) Filing an amended statement and designation by a foreign association
pursuant to Section 2107 of the Corporations Code: Thirty dollars ($30).

(3) Filing a certificate showing the surrender of the right of a foreign association
to transact intrastate business pursuant to Section 2112 of the Corporations Code:
No fee.

(b) Unincorporated Associations:
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(1) Filing a statement in accordance with Section 24003 of the Corporations
Code as to principal place of office or place for sending notices or designating
agent for service: Twenty-five dollars ($25).

(2) Insignia Registrations: Ten dollars ($10).

(c) Community Associations and Common Interest Developments:

(1) Filing a statement by a community association in accordance with Section
1363-6 5405 of the Civil Code to register the common interest development that it
manages: An amount not to exceed thirty dollars ($30).

(2) Filing an amended statement by a community association in accordance with
Section 1363.6 5405 of the Civil Code: No fee.

Comment. Section 12191 is amended to correct cross-references to former Civil Code Section
1363.6.

Gov’t Code § 12956.1. Restrictive covenant based on discriminatory grounds

SEC. ___. Section 12956.1 of the Government Code is amended to read:

12956.1. (a) As used in this section, “association,” “governing documents,” and
“declaration” have the same meanings as set forth in Seetien1351 Sections 4080,
4135, and 4150 of the Civil Code.

(b)(1) A county recorder, title insurance company, escrow company, real estate
broker, real estate agent, or association that provides a copy of a declaration,
governing document, or deed to any person shall place a cover page or stamp on
the first page of the previously recorded document or documents stating, in at least
14-point boldface type, the following:

“If this document contains any restriction based on race, color, religion, sex,
sexual orientation, familial s