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September 9, 2002 .

The Honorable Gray Davis
State of California

1st floor State Capitol Building
Sacramento, CA 95814

Dear Govetrnor Davis:

I write on behalf of the Silicon Valley Manufacturing Group to
express our support for SB 800 {Burton), a bill that reforms the
way construction defects are resolved in California.

As you know, the Silicon Valley Manufacturing Group is a public
policy trade organization formed 23 years ago by David Packard of
Hewlett Packard. Today, the Manufacturing Group represents 190
of Silicon Valley's most respected employers who collectively

_provide 275,000 jobs—one out of four in the private sector.

The Manufacturing Group strongly supports SB 800. As you know
SB 800 is the long-awaited result of negotiations between
California’s trial attorneys and homebuilders. Specifically, the bill
grants builders the right to repair defects before a homeowner can
file suit. If the homeowner is dissatisfied with the repair, or the
builder refuses to make the repair, the homeowner retains the
right to sue for the cost of repairing the defect, The bill also
defines construction defect by describing the standards to which
components of a home-—its roofs, windows, foundations,
etcetera—are expected to perform,

We believe SB 800 will result in consumers getting their homes
fixed quickly, without having to resort to expensive and lengthy
litigation. By reducing the number of suits filed, the bill removes
one of the major obstacles to the construction of attached homes
by creating a more predictable environment for builders and
insurance companies.

Bottom line, we believe this bill Is a major win for consumers. It
will expand protections for existing homeowner while increasing
the construction of more affordable homes for would-be
homeowners—particularly those in high cost areas such as ours.

‘For these reasons, we respectfully urge you to sign SB 800.
Sincerely,
(D

Carl Guardino
President & CEO

) LEGISLATIVE INTENT SERVICE

{800) 666-1917
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September 18, 2002

The Honorable Gray Davis
Governor of California
State Capitol

Sacramento, CA 95814

Re: SB 8§00 (Burton) — Support

Dear Governor Davis:

This Association represents union roofing contractors in 14 Metropolitan San Francisco
Bay Arca Counties. We are writing today to request that you sign SB 800 (Burton) into law.

Because of the costs associated with construction defect litigation, over the past decade
union contractors in virtuaily al of the construction trades have abandoned the new residential

construction market. The results have been detrimental to home builders and homeowners alike:

a dearth of qualified contractors willing to perform residential work, an increasing shortage of
affordable housing and diminished standards of quality in those residential structures that are

constructed.

" SB 800 represents a landmark accommodation between trial lawyers, homebuilders,
homeowners and the insurance industry, It creates a parallel to the “Calderon process” within
the single-family home construction arena foi the amicable resolution of disputes between
homeowners and homebuilders. Under SB 800, construction defects will be remedied, the
number of lawsuits will decline, insurance costs will be reduced and builders of affordable
- housing will be attracted back into California housing market. It is truly a “win-win” bill for

consumers and contractors alike. Accordingly, we respectfully urge you to sign SB 800 into law.

Sincerely,

/" .

’.n"-—‘
4/@&4 /. X
William T. Callahan, Jr., Ph.D.

Executive Director

SB 800 LEG. HIST. 000302

(800) 666-1917
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UNOFFICIAL BALLOT

'2001-2002 Votes - ROLL CALL

. Page 1

MEASURE : SB 800
TOPIC: Liability: construction defects.
DATE: 68/31/02 ;
LOCATION: SEN. FLOOR
MOTION: Unfinished Business SB800 Burton
(AYES 33. NOES 0.) (PASS)
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2001-2002 Votes - ROLL CALL

SB 800 LEG. HIST. 000304

MEASURE: SB 800
TOPIC: Liability: construction defects.
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BuxEss. TRANSPORTATION ' ENROLLED BILL

D HOUSING AGENCY REPORT
CONFIDENTIAL-Government Code §6254(l)

Department: Bill Number/Author: Version:

Housing and Community Development | SB 800/Burton August 28, 2002

Sponsor: Related Bills Chaptering Order {if known)

Author

(7] Admin Sponsorad Proposal No. None. [ Attachment

Subject:

Construction Defect Litigation, Limits on Tort Actions

SUMMARY

This bill would enact new limits on filing actions against builders alleging defects in
residential construction. Under this bill, defects would only be actionable in tort if they
meet a new set of performance-based building standards, which would exist only to
govern tort law. This bill would also require plaintiffs and builders to undergo a pretrial
negotiation process, whereby builders may make formal offers to repair and propose
mediation to address any resulting disputes. These provisions would only apply to new
housing intended to be sold as individual dwelling units and originally sold after

January 1, 2003.

This bill would also provide immunity from liability actions by homeowners to qualified
entities under contract with a builder to provide independent quality review of a

residential construction project.

PURPOSE OF THE BILL

This bill is a consensus agreement among builders and consumer interests. The
groups proposed this bill as a compromise betwsen their divergent interests in
construction defect tort reform. They have observed the need for legislation to address
the issues raised in the 2000 case of Aas v. Superior-Court. This key California
Supreme Court ruling could significantly alter the legal climate of construction defect
disputes. While builders have expressed support for this ruling as a bulwark against the
high costs of construction defect lawsuits, many consumer groups fear that this ruling

Departments That May Be Aifected

[JNew/Increased ] Governor's [ Legistative [] State Mandate [ Urgency Clause
Fee Appointment Appointment L
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Enrolled Bill Report .Page 2 ii"h ' tger: SB 800
uthdr: Burton

would infringe on homeowners’ ability to obtain redress for shoddy home construction.
This bill is intended to strike a balance between these issues in a way that preempts the
courts from effecting a different balance. ’

RECOMMENDATION AND SUPPORTING ARGUMENTS: SIGN

The Department of Housing and Comrnunity Development (Department) recommends a
position of SIGN on SB 800.

The Department supports the prevailing argument that housing costs remain high in part
because of construction defect litigation. When builders cannot reliably predict the
frequency or extent to which they face construction defect suits, they remain refuctant to
enter the residential market. Builders are particularly reluctant to build affordable
housing, which limits their profits while exposing them to the same or greater risk of
being sued as with market rate housing. A high risk of expensive lawsuits also leads
insurers to raise premiums for builders. These factors all raise the cost of housing
construction. '

SB 800 in effect would make it more difficult to sus builders in tort. This bill would codify
a stricter burden of proof for plaintiffs than exists in current statute. Before initiating

litigation, plaintiffs would be required to show that construction defects violated a new

‘, ) set of performance-based building standards, rather than simply show that defects exist

in their homes by fault of the builder. For example, plaintiffs could only file suit if they
show that faulty foundations are structurally unsafe, rather than simply show minor
cracks or failure to follow building plans. By limiting the allowed tort cases to more
serious defects such as these, this bill would fimit the number of construction defect

“cases reaching the courts. Builders would face fewer suits and thereby be better able

to fower costs.

Builders would also face fewer suits as a result of this bill's mandatory pretrial process.
This bill would require homeowners and builders to undergo a detailed prelitigation
process, wherein builders would have an explicit right to offer repairs and dispute
mediation. Under this process, homeowners would have an explicit right {o inspect and
copy a wide range of information maintained by builders on their homes’ design and
construction, The Department believes that this mandatory process would be a
reasonable requirement for both sides.,

4’ LEGISLATIVE INTENT SERVICE

Although this bill would strengthen the statutory burden of proof in tort actions, this
standard would sfill fall short of the burden of proof established by recent case law. In
the Aas case, the California Supreme Court ruled that construction defects must cause
actual property damage or bodily injury before a tort case may be proven. This bill
would in effect override the Aas ruling and replace it with a standard that Is less strict,
but still requiring a higher burden of proof than existed before the ruling. This bill's
approach is thereby a compromise belween the two standards.

PE - 31
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In overriding Aas and substituting this compromise standard, this bill would strike a
reasonable balance between reducing housing costs and protecting homeowners’ due
process rights. Consumer interests have expressed concern that the Aas ruling left
homeowners with inadequate avenues for redress under tort law. This reasonable
balance is the product of consensus between builder and consumer interests, which
have had a typically adverse relationship over construction defect issues. The
existence of such a consensus suggests that the new standards for filing suit will be
acceptable to both groups and likely te promote noticeable change in the legal
environment in which they interact.

Consumer interests may argue that this bill would still make pursuing tort actions more
difficult than is appropriate to protect homeowners' due process. The Department
contends that this bill's provisions to protect homeowners’ rights under contract law
address this concern. If construction defects exist that do not meet this bill's
performance-based threshold for tort actions, homeowners may still sue builders for
breach of contract. This bill would not amend any statutory threshold for filing such
actions. Actions under contract law would address minor and moderate defects,
including cases where a defect exists only in the fact that a builder failed to follow the
specifications established in the originai contract. Although damages in these cases
may not include punitive damages, homeowners may still obtain judgments against
builders to pay for the costs of repair or diminished value. Under this bill, builders may
even offer contractual avenues for redress that incorporate a higher standard than this
bill's performance-based standards. '

Whereas nothing in this bill would legally preempt the California Building Standards
Code, it would likely have no effect on this Code's consistency and usefulness,
However, the Department retains concerns that builders may emphasize compliance
with this bill's performance-based standards at the expense of complying with the
Building Standards Code. By creating a “competing” code, this bill could cause
confusion among builders and hinder the efforts of State and local building inspectors.

The Department observes that the performance-based standards proposed by this bill

would only serve to establish the threshold for tort actions. They would not govern the ‘::‘

issuance of locai building permits or occupancy permits, compliance with any State
mandate, or the validity of any construction contract. These matters are clearly
governed elsewhere in statute. To the extent that this bill is implemented or interpreted
so as to cloud the authority of these statutes, the Department will recommend cleanup
legislation to prevent any such trend.

The Department would also support cleanup legislation to correct vague and ambiguous
language in this bill. The current bill language was adopted without the benefit of
significant input from this Department.

PE-32
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ANALYSIS

This bill would:

Immunity Ffor independent inspectors

Waive monetary liability for persons or entities under contract to provide independent
quality review of a construction project where a residential building permit is sought.

Specifically apply this waiver to inspections of plans and specifications to determine
compliance with all applicable requirements imposed by State Housing Law.

Specify that this waiver shall not apply to actions initiated by the builder that contracted
for the independent review. This limitation would imply that the waiver of liability would
primarily apply to actions by homeowners ultimately residing in the development being
reviewed.

Condition this waiver upon the following:

1. The person or entity performing the inspection has at least five years of verifiable
experience as a building inspector, combination inspector, or combination dwelling
inspector certified by the international Conference of Building Officials, or at least
five years verifiable experience as a registered professional engineer, licensed
general contractor, or licensed architect rendering independent qualify review.

2. The person or entity does not engage in any other work on the project being
reviewed.

" 3. The person or entity shall maintain errors and omissions insurance coverage of at

least $2 million.

4. The person or entity does not cause damage solely by negligence or willful
misconduct,

Prohibit introducing as evidence in construction defect litigation the fact that an
independent review by a qualified person or entity has taken place.

Specify that this bill shall not be construed to alter the existing immunity granted to
inspectors employed by the Department.

Limits on tort actions

Limit builders’ liability to the cases where there has been a violatioh of the specific
performance-based standards created by this bill.

Specify that this limit. would apply ontly to original construction intended to be sold as
individual dwelling units and originally sold after January 1, 2003.

SB 800 LEG. HIST. 000309

(800) 666-1917
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Prohibit tort actions alleging construction defects after 10 years from the date of
substantial completion of a dwelling unit.

Excuse a builder's liability, if otherwise proven under this bill, based on the following
affirmative _defen ses:

¢ Unforeseen acts of nature and manmade events such as war, terrorism, and

vandatism.
A homeowner's unreasonable failure to minimize or prevent damages.

A homeowner's unreasonable failure to follow a builder's or manufacturer’s
recommendations.

» Ordinary wear and tear. ~
Expiration of the 10-year statute of limitations. >
» The builder's repair has corrected the alleged defect. @
. ©
Definitions for actionable construction defects § '
Provide that any defect not listed in this bill shall be actionable in tort only if it causes "
actual property or bodily damage. [5)
>
o o
7 ) Obligate homeowners to follow all reasionable maintenance obligations in order to )
invoke this bill's standards for tort action. A homeowner’s failure to meet these =
obligations may create an affirmative defense for the builder. o
' Z
Authorize builders to enter into contracts with homebuyers to warranty homes at a S
higher standard than established by this bill's performance standards for initiating tort g
actions. These contracts would be defined as “enhanced protection agreements.” 73
' O
Provide that homeowners that have entered into an enhanced protection agreement =
with a builder may not initiate tort actions unless the alleged defects exceed the Q‘
standards stated in that agreement. ;“‘ .
=
. ak
Authorize homeowners to dispute provisions of enhanced protection agreements that *

they believe do not exceed this bill's performance-based standards and petition a court
to enforce those standards in lieu of the agreement.

Clarify that enhanced protection agreements do not excuse builders from following this
bill's mandatory prelitigation procedures.

Specific performance-based standards
List actionable standards according to the following broad categories:

) » Water issues - 18 separate standards, generally governing the passage or
unintended water (including condensation) past moisture barriers in windows, doors, PE-34

SB 800 LEG. HIST. 000310 ¥
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decks, roofs, chimneys, ventilation systems, exterior stairs, foundation systems and
slabs, irrigation and draining systems, exterior wails and siding, retaining walls,
sewer lines, shower and bath enclosures, and ceramic countertops.

o Structural issues — 4 separate standards, generally governing resistance to cracks,
vertical displacement, earthquakes, and winds, and apphcable to foundations, load
bearing components, and underying soils.

» Soil issues — 3 separate standards, generally governing damage to a dwelling unit,
safety of retaining walls, and overall effect on the suitability of land for residential
purposes.

» Fire protection issues — 3 separate standards, generally governing compliance with
building codes, containment of fire within fireptaces and chimneys, and proper
installation of electrical and mechanical systems. S

¢ Plumbing and sewer issues — 1 standard governing installation and operatnon of
related systems. '

(800).666-1917

» Electrical system issues - 1 standard governing proper operation of electrical
systems and material impairment of a structure's usefulness.

+ Other Issues — 15 separate standards governing exterior pathways, exterior wall
finishes and fixtures, misceflansous installed products, heating capacity, air
conditioning code compliance, noise transmission, landscaping drainage, wood
posts, steel fences, paint and stains, falling roof materials, Jandscaping survival, tile
detachment, dryer ducts, and public health hazards.

Establish deadlines for bringing tort actions shorter than the normal ten years for
specific categories of defects, including:

Piumbing and sewer systems d
Electrical systems o
Exterior pathways

Wood posts

Steel fences

Pain and stains

Landscaping survival

Dryer ducls

Prelitigation procedures

Require that homeowner plaintiffs shall mltlate the procedure established by this bill

prior to initiating-any tort action alleging construction defects. Homeowners shall notify

builders of their intent to initiate this procedure in writing in sufficient detail to determine PE- 35
the nature, location, and extent of the alleged actionable defect,

SB 800 LEG. HIST. 000311 ,
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Clarify that initiating prelitigation procedures would not preclude a homeowner from
seeking redress from any applicable customer service procedure such as a contractual

warranty.

Upon receivi'ng notice of a homeowner's intent o initlate prelitigation procedures,
require a builder to provide a homeowner, at the homeowner’s expense, copies of the
following information:

« All relevant plans, specifications, public reports, and available engineering
calculations pertaining to the dwelling unit in question.
All maintenance recommendations that pertain to the dwelling unit.

« All relevant warranty information.

N~
&>
Require builders to do the following: é
: «©
= Maintain the name and address of an agent for receiving hotice. 3
« Record on title a notice of the existence of this bill’s prelitigation procedures. <
s Provide a written copy of the statute authorizing these procedures with originat sales
documentation. 5
S
1.4
Provide that failure to provide the information required under these procedures excuses o
the homeowner from further compliance and allows the homeowner to initiate a tort &
action. All subsequent tort actions must still prove a violation of the performance-based E
standards established by this bill. z
il
' >
Clarify that prelitigation procedures would be nonadversarial in nature. %
%3]
Authorize a builder to inspect and test the alleged defect, at his or her own cost, if done g
within 14 days of acknowledging receipt of notice by a homeowner. ~
' o,
Authorize a builder to offer to repair the alleged defect, at his or her own ¢ost, within 30 ::“_
" days of inspection. Any such offers shail detail the scope and nature of the repair, a ':::
completion date, and the Identity of contractors performing the repair. ‘s
Require a homeowner, within 30 days of receiving an offer to repair, to do one of the
following:
» Authorize the builder to proceed with the offered repair, or
« Request up to three alternative contractors to be selected by the builder, and
authorize one of those contractors to proceed with the offered repair within 55 days.
Authorize a builder to offer mediation of a dispute over repairs if consented to by the
homeowner.
PE - 36
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Provide that if a builder has made a valid offer to repair and mediation fails to resolve
the dispute, the homeowner shall allow the repair to be performed by the builder or an

alternate contractor.
Require builders to make every effort to complete authorized repairs within 120 days.

Authorize a builder to make a cash offer to a homeowner in lieu of an offer to repair.
Contrasted with offers to repair, homeowners would have the ability to affirmatively

reject a cash offer.

Existing law:

 Provides that a construction defect action may be brought against any person who
develops real property or performs or furnishes the design, specifications, surveying,
planning, supervision, testing, or observation of construction or construction of an

improvement to real property.

« Provides that an action based on latent defects (defects not apparent from a
reasonable inspection) in construction must be brought within 4 years of discovery of
the defect (if the action is based on breach of contract or warranty), but in no event
may such an action be brought more than 10 years after the date of substantial
completion of the development or improvement.

« In addition to rights of action under tort, construction defects may also be subject to
actions under contract, implied warranty, and fraud. This authority is proscribed by
several civil statutes, criminal statutes, common law, case law, and uniform model
codes.

« Case law, as set forth in the California Supreme Court decision Aas v. Superior
Court, (2000) 24 Cal. 4th 627, provides that builders may not be held liable in
negligence for construction defects unless those defects have caused death, bodily
injury, or property damage.

Comments:

The Department supports this bill with some reservations. The apparent compromise
between builders and consumer advocates is notable and a vital component of any
long-term strategy towards improving the business climate for home construction.
However, the Department notices several opportunities for clarification in this bill.

The Department observes the following examples of ambiguity in this bill's building
standards:

» Structural issues ~ The definitions of the terms “structure” and “improvement” are not
universal and require elaboration as to whether they include manufactured housing
and factory built housing units.

»
wx
e
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e Waterissues - It is not clear whether "moisture barriers” refer to the inward or
outward traverse of moisture, or perhaps both. When “damage to another building
component” is referenced in this standard, it is not clear whether this term applies to
non-buitding components such as carpets.

» Other issues — The standard references “manufacturer limitation requirements” for
dryer ducts, but it is not clear whether this term applies to the ducts or to the dryer.

The Department generally notices an inconsistency among these standards in regard to
the establishment of time limits for constituting an actionable-defect. Time limits exist
for plumbing and electrical systems, for example, but not for other defects whose
validity may be affected by time. These include shower and bath leakage, diminished
“‘useful life” in installed products and fixtures, falling roof materials, and tile detachment.

The Department is willing to consult with the sponsors to determine proper building
standards to govern tort actions. [t is possible that in some cases the best benchmark
for allowing a case to proceed to trial is compliance or non-compliance with the Building
Standards Code. Allowing the Department in conjunction with the Building Standards
Commission to have input on developing these standards would inject greater
accountability into the process of using them.

This bilf would do nothing to address construction defects in rental housing. The
Department notices the opportunity to address this issue in future legislative years. A
discussion of this issue would likely be crucial to addressing California’s overall housing
shortage.

This bill would provide immunity to licensed third-party inspectors that are certified by
the International Conference of Building Officials, but not to inspectors certified by the
International Association of Plumbing and Mechanicat Officials or any other industry
group. The Department is interested in expanding the number of eligible certifying
entities in any cleanup legisiation for this bill.

LEGISLATIVE HISTORY

AB 1700/Steinberg (Ch. 824/2001) revised the existing “Calderon Process” by which
parties to construction defect litigation cases involving common interest developments
engage in a specified mediation process before proceeding to trial. This process only
applies to suits brought by common interest development homeowner associations,
which are not coverd by SB 800. AB 1700 made this process mandatory.

SB 1029/Calderon (Ch. 864/1995) established the Calderon Process. Prior to this
legislation, there were no requirements that a homeowners association serve any notice
to builders before pursuing construction defect litigation.

PROGRAM BACKGROUND

The Department promulgates regulations to ensure that hotels, motel, apartments,
single-family dwellings, and other residential buildings are maintained in compliance

SB 800 LEG. HIST. 000314
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with the model building codes and other more restrictive provisions of State law. The
Department reviews and proposes building standards for construction and rehabiitation
of residential structures. These standards form the residential portion of the California
Building Standards Code, which Title 24 of the California Code of Regulations. The
Department also inspects mobilehome parks and employee housing to ensure
compliance with these and other laws.

The Department provides technical assistance to housing advocates, community
groups, and local governments on stralegies to increase California’s supply of housing.

OTHER STATES' INFORMATION

An increasing number of states allow for aiternative dispute resolution in construction
defect cases and other tort or breach of contract actions. Under this hill, California
would be the only state to require a specified pre-trial procedure before initiating

construction defect litigation.
FISCAL IMPACT
None.

ECONOMIC IMPACT

This bilt would likely cause an undetermined increase in the supply of housi.ng in
California. The amount of this increase is unknown because insufficient information is

" available as to the impact the tort reform measures have on encouraging home builders

and their insurers to do business in California. Although the Aas ruling would
theoretically encourage greater home construction by making litigation more difficult, the
recency of this ruling (2000) dictates that insufficient time has elapsed for its effects to
be felt. Since that time, market forces and other governmental actions have had a
substantially more significant effect on California’s business climate for homebuilders.

LEGAL IMPACT

This bill would likely reduce the number of constructaon defect tort cases filed in
California courts.

This bill would likely lead to scenarios where courts clarify the applicability of
performance-based building standards to specific factual situations. The extent to

which the establishment of this precedent either encourages or dlscourages future tort

actions cannot be determined.

~ APPOINTMENTS

None.
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SUPPORT/OPPOSITION

Support: California Building Industry Association, Consumer Attorneys of
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mber: SB 800

California, Personal Insurance Federation of California, Consulting Engineers and
Land Surveyors of California, California Nurses Association, Congress of California

Seniors

Opposition: None received. The relevant versions of this bill received no votes in
opposition on either the Assembly or Senate Floor. Senator Ackerman (R-Fullerton)
cast the only vote against this bill in committee and cast no vote on the Senate floor.

ARGUMENTS_
Pro:

This bill would override a ruling unpopular with consumer groups because it made
filing construction defect tort actions excessively difficult.

This bill would strike a balance between consumer interests and home builder
interests, which generally favor restricting access to tort actions so as to ease the

costs of litigation.

This bill would provide an incremental “tort reform” measure sought by builders to
lower the cost of housing construction and spur housing construction,

Con:

- This bill would confuse builders by establishing separate standards to govern
building permits and construction defact tort actionability.

This bill contains several vague and ambiguous terms which could require either
subsequent legislation or caselaw to clarify, thereby risking an interpretation contrary
to the author's intent.

VOTES
Assembly Floor Cancurrent Senate Floor Concurrent
DATE AYE | NO DATE AYE | NO August 31, 2002
August 29, 2002 80 | O May 28, 2001 39 | o Passed 33/0
LEGISLATIVE STAFF CONTACT
Contact Work Home Cell Phone Page:;
Maria Contreras-Sweet 323-5401 (626) 581-8156| 832-7501 594-2698
Karen Greene Ross 323-6416 | 444-1419 541-5251 712-4366
Julie Bornstein 445-4775 | 442-5356 & (760) 568-6708 | 282-4491
3230169 | 486-2667 | 798-6209 537-3181

Renée Franken
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| JSIGHING MESSAGE . ‘
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Construction Defect Litigation, Limits on Tort Actions

To the Members of the California Legislature:

| am signing Senate Bill 800, which would govern construction defect lawsuits by a new
standard. Under this bill, homeowners and builders would be required to negotiate and
consider offers to repair, possibly even by mediation, before an expensive lawsuit could
be brought to trial. This bill would establish a workable set of common sense standards
to govern these lawsuits. Only a violation of these standards by a builder would merit a
trial. | applaud the homeowner and builder representatives that have produced thls
compromise approach to needed tort reform.

I urge the Legislature to present to me next year cleanup legislation to address the =
details of this bill. Primarily, | urge the Legislature to refine this bill's list of actionable 2
defects that serve as the gatekeeper for allowable tort actions. This process of §
refinement should involve all refevant stakeholders and reflect adequate public &
involvement. This process should also clarn’y that California’s building codes are 8
distinct from the building standards governing tort actions and ought not be
unintentionally diluted. W
o
I look forward to watching this bill make a noticeable difference in the way California %
welcomes the business of home building. @
E
Sincerely, - E
g
)
GRAY DAVIS g
li‘.l
™
‘|l=
l'..
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SS, TRANSPORTATION ‘ ENROLLED BILL
AND HOUSING AGENCY REPORT

CONFIDENTIAL-Government Code §6254(1)

Department: Bill Number/Author:

California Housing Finance Agency SB 800/Burton and Wesson

Sponsor: Relaled Bills Chaptering Order (if known)
["] Admin Sponsored Proposal No. [J Attachment

Subject:

Construction Defects

SUMMARY

This bill would 1) establish specific liability standards for newly constructed housing, 2) create
a pre-trial process that includes a builder's right to repair a defect, and 3) provide third-party
inspectors with immunity from liability.

PURPOSE OF THE BILL

This bill is intended to respond to the affordable housing crisis by addressing concerns raised
by builders and insurers about increased litigation costs related to alleged construction
defects, and concerns raised by homeowners and consumer-atiorney's over the effects of a
recent Supreme Court decision (Aas v. Superior Court, (2000), 24 Cal. 4t 627) which held
that builders cannot be held liable for negligence for a construction defect unless actual
damages (death, bodily injury, or property damage) have occurred.

RECOMMENDATION AND SUPPORTING ARGUMENTS
The California Housing Finance Agency recommends that the Governor SIGN SB 800.

There is a growing need for affordable housing in California. California currently rates 48"
among the 50 states in homeownership, with only New York and Hawail having lawer
homeownership rates. The California Association of Realtors recently reported that the
percentage of households in California able to afford a median priced home has decreased
to 28 percent, down by four percentage peints (from 32 percent) from July 2001 to July 2002.

Departmonts That May Be Affected

] New/ Increased  [] Governor's (J Legislative State Mandate [ Urgency Clause
Fea Appointment Appointment

Dept/Board Position Agepty Secretary Position
Sign _ Eé'iﬁgn

] veto {1 Veto

[J beferto: ‘ [C] Defer to:

Director /Chair  Date A - efyetary Date BYEGR
IJ’IW/,Z /dW ‘)'/-;/,4/ m@u&\ w

[
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It has become increasingly difficult for many builders to obtain reasonably priced liability
insurance because of increased litigation related to construction defects. This Is especially
problematic for builders of condominiums cr attached structures, where homeowner
associations often encourage large numbers of owners 10 join class-action suits, even if only
a limited number of owners have experienced problems. Existing law encourages disputes
to be resolved by the courts. SB 800 will have a-positive impact on the construction of
housing by giving builders the ability to correct construction defects that do not meet specific
performance or design standards, thereby eliminating the need to litigate these issues. This

_system adds additional consumer benefits by requiring a component that is not performing

properly to be replaced or repaired, regardless of whether or not actual damages have
occurred.

The California Housing Finance Agency has no concetns from a lenders prospective. The
bill would establish performance standards for newly constructed single family housing that
should not only have a positive Impact on the cost of construction, but it would improve our
ability to have defects repaired without the need for costly litigation in the event we are
forced to foreclose on a property. '

ANALYSIS

Under current law, any person involved in designing, specifying, surveying, planning,
supervising or observing a construction project can be held responsible for any latent
deficiency (a deficiency not apparent by reasonable inspection) for up to 10 years after the
substantial completion of the project or improvement.

immunity for third party inspectors _
SB 800 would grant specific immunity to qualified third party inspectors under contract with

an applicant for a residential building permit (generally a builder) to review plans and
specifications for compliance with applicable laws and regulations. A qualified
inspectorfreviewer would be defined as-a person 1) that has at least five years of verifiable
experience in the appropriate field, and 2) that meets all licensure or cettification
requirements required for that profession. The immunity provided under this bill would not
extend to any action that may be initiated between the permit applicant and the
inspector/reviewer, particularly if damages are suffered by the applicant due to negligence
or the willful misconduct of the inspector/reviewer. SB 800 would require the
inspectot/reviewer to maintain professional errors and omissions insurance coverage in the
amount of at least $2 million.

Specific Liability Standards
A stated above, under current law, an action can be brought for any “latent deficiency” in the

design, specification, surveying, planning, supervision, or observation of construction or
construction of an improvement to real property for up to 10 years following substantial
completion of the work. That 10 year statute of limitation also applies to any action brought
for any injury to real or personal property because of that deficlency.

SB 800 would establish specific performance or quality standards for determining liability.
These standards would apply to original construction projects sold as individual residences

SB 800 LEG. HIST. 000319
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after January 1, 2003, and would not apply to condominium conversions. Any action
brought for a violation for one of these standards must be brought within 10 years of the-
close of escrow, unless otherwise specified. Any function or component not specifically
spelled out in the bil} would continue to be actionable if actual damages occur.

Water Standard

Water
»

vV Vv Vv V¥

Doors, windows, patio doors, and deck doors (including frames, flashings, trims,

etc.), roofs, roofing systems, chimnaey caps and ventilation components cannot allow

unintended water to pass beyond, around or through the door or any moisture.
barriers;

Windows, patio doors, and deck doors (including frames, flashings, trims, etc.)
cannot allow excessive condensation o enter the structure and damage any other
component of the residence;

Decks, deck systems, balconies, balcony systems, exterior stairs and stair systems
cannot allow water to pass into adjacent structures or the systems (framing,
flashing, sheathing, etc.) themselves;

Foundation systems and slabs cannot aliow water or vapor to enter the structure so
as to damage another building compoenent or to limit the use of flooring materials
typically used for the particular application;

Hardscape (paths, patios, irrigation, landscaping and drainage systems) installed as
part of the original construction cannot be installed in such a way as to cause water
or soil erosion to enter, come into contact with, or damage another building
component;

Stucco, exterior siding, exterior walls, and other exterior wall finishes and fixtures
must be installed in such a way as to not allow water to pass into the structure or
beyond moisture barriers, or excessive condensation to enter the structure and
damage any other component of the building;

Retaining walls and site walls, and their associated drainage systems, can only
allow water to pass through designaited areas;

Lines and components for plumbing and sewer sysiems cannot leak or corrode in a
manner that will impede the useful life of the systems;

Sewer systems must be installed in such a way as to allow the d93|gnated amount
of sewage to flow through the system;

Shower and bath enclosures cannot leak water;

Ceramic tile and tile counteriops cannot allow water into interior walls, flooring
systems or ather components that will result in damage.

Structural Standard

>

Foundations, load bearing components and slabs cannot contains significant cracks
or significant vertical displacement or otherwise cause the structure to be structurally
unsafe in any way;

Foundations, load bearing components, slabs and underlying soils must be
constructed in a manner that materially complies with design criteria established by
various codes, regulations and ordinances governing chemical deterioration,
corrosion resistance, earthquake and wind load resistance in effect at the time of the
original construction.

(800) 666-1917
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Soil Standards
Soils and engineered retaining walls cannot cause, in whole or in part:
> Damage to the structure built up the soil or retaining wall;
> The structure to be structurally unsafe; or
» The land upon which the structure is located to become unusable for the purpose
represented at the time of the originzl sale or for the purpose for which land is
commonly used.

Flre Protection Standards

> The structure must be constructed so as to materially comply with the design criteria
of all applicable building codes, regulations, and ordinances for fire protection in
effect at the time of the original construction,

> Fireplaces and chimneys, chimney structures and chimney termination caps must be
constructed and installed so as not to cause unreasonable risk of fire outside the
fireplace;

» Electrical and mechanical systems must be constructed and installed so as not o
cause unreasonable risk of fire.

Plumb:ng, Sewer and Electrical System Standards
Plumbing, sewer and electrical systems must be installed to operate properly and not

materially impair the use of the structure by Its inhabitants. Any action brought for a
violation for cne of these standards must be brought within FOUR YEARS of the close of
escrow.

Miscellaneous Standards
1. Standards covered by the standard TEN YEAR warranty:
» Stucco, exterior siding and other exterior wall finishes and fixtures cannot contain
significant cracks or separations;

> Heating, if any, must be installed in a manner that will maintain a minimum room
temperature of at least 70 degrees three feet above the floor in any living space;
Air condition, if any, must be installed consistent with the size and efficiency
design criteria specified in existing state regulations;
Roofing materials must be instailed to avoid materials falling form the roof;
Ceramic tile and tile backing must be installed in a manner so that it does not
detach.

v

YV

2. Standards covered by a ONE YEAR warranty (action must be brought within one
year of the close of escrow, unless otherwise specified):

» Al manufactured products (products completely manufactured offsite) not
otherwise specified in this bill (i.e., windows, doors, roofs, plumbing products and
fixtures, HVAG units, countertops, etc.) must be installed in a manner that does
not interfere with the products useful life. The useful life is defined as the period
of time the product is warranted or recommended to last by the manufacturer,
including recommended reguired maintenance. if no warranty or representation is
made, the useful life will be assumed to be at least one full year.

> Irrigation systems and drainage must operate in a manner that does not damage
landscaping or other external improvements.

(800) 666-1917
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» Attached structures must meet all existing noise transmission standards in effect
at the time of construction. Any action brought for a violation for one of these
standards must be brought within one year of occupancy of the adjacent unit.

3. Standards covered by a TWO YEAR warranty(action must be brought within two

years of the close of escrow):

> Untreated wood posts must be instailed in a manner that will not lead to
unreasonable decay of the wood.

> Landscaping systems must be installed in a manner that will survive at least one

ear.

> )lljryer ducts must be installed and termlnated in accordance with manufacturers

installation requirements.

4, Standards covered by a FOUR YEAR warranty (action must be brought within four
years of the close of escrow):
> Exterior pathways, driveways, hardscape, S|dewalls sidewalks and patios
installed by the original builder cannot contain excessive cracks or cause
significant vertical displacement.
> Untreated steel fences must be installed in a manner that will prevent
unreasonable corrosion,

5. Standards covered by a FIVE YEAR warranty(action must be brought within five
years of the close of escrow) :
> Paint and stains must be applied in a manner that does not cause deterioration of
the building surfaces for the length of time specified by the palnt or stain
manufacturer.

Health and Safety Standards '
8B 800 specifically states that all structures must be constructed in a manner that complies

with all health and safety standards.- Damages caused by such a violation would not be
limited by this bill.

Enhanced warranties

Under the terms of SB 800, a builder would be required to provide a minimum one-year
limited warranty on all fit and finish items not covered above, including cabinets, mlrrors
flooring, interior and exterior walls, counter tops, paint finishes and trim.

A builder would also be authorized to offer greater protection than those outlined above
through an enhanced protection agreement with the homeowner. Under no circumstances
can the protections offered in the enhanced protection agreement be less than those stated
above. The builder would be required to provide the homeowner with a written copy of the
minimum standards specified in this bill as well as a written copy of the enhanced protection
agreement prior to the close of escrow. If a homeowner decides to enforce a statutory
standard in lieu of the enhanced agreement, he or she must notify the buildet in writing
{discussed in greater detail below).

SB 800 LEG. HIST. 000322
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Subsequent {(nonoriginal) homeowners are not entitled to the protections of the enhanced
agreement unless the builder records the agreement cn the title or provides actual notice to
the nonoriginal owner. |f the enhanced protection agreement does not apply, the
nonoriginal owner would be entitled to the minimum protections contained in statute.

Prelitigation procedure and timeline .
Prior to filing an action against a builder for violation of the minimum standards, a claimant

would be required to provide written notice to the builder. The builder would have 14 days
to provide the homeowner written acknowledgement of receipt of the claim. If requested by
the homeowner or his/her legal representative, a builder would have 30 days to provide:

» Copies of all refevant plans, specifications, mass or rough grading plans, final
solls reports, Department of Real Estate public reports, and available engineering
calculations that pertain to the homeowners residence specifically or as part of a
larger development tract;

> All maintenance and preventative maintenance recommendations;

» All manufactured products maintenance, preventative maintenance and limited
warranty information; and '

» The huilder's limited contractual warranties.

{800) 666-1917

If the builder fails to provide the requested material within the specified timeframe, the
remaining prelitigation procedures contained in this bill are not applicable and the
homeowner may proceed with filing his/her action.

If the builder chooses to inspect the subject of the claim, he/she must complete an initial
inspection within 14 days after acknowledging receipt of the notice. All costs for any such
inspection must be borne by the builder, who must also provide written proof that he/she has
sufficient liability insurance to cover any damages or injuries that may occur during that
inspection. If the builder determines a second inspection or additional testing is reasonably
necessary, he/she must provide the reason to the homeowner, in writing, within three days
of the initial inspection. The second inspection must occur within 40 days of the initial
inspection. Again, if the builder fails to adhere to these timelines, the homeowner is Y
released to proceed with his/her action. .‘.::
l...

/ LEGISLATIVE INTENT SERVICE
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Within 30 days of completing the inspection/testing, the builder may submit a detailed
written offer to repair the violation and compensate the homeowner for all applicable
damages (or a cash only offer with no offer to repair). That offer must also advise the

“homeowner of his/her right to request information on up to thiree alternative contractors who

can complete the repair, and must be accompanied by an offer to mediate the dispute.

Upon receipt of an offer to repair, the homeowner would have 30 days to either accept the

builder's offer, or to request contact information for three alternative contractors. if the

homeowner requests information on alternative contractors, that information must be

provided by the builder within 35 days. Within 20 days of receiving that information, the

homeowner must authorize either the original builder or the selected alternative contractor to

perform the repair. : _ PE .- 47
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Again, if the builder fails to meet the timelines specified above, the homeowner is released
from continuing with the specified prelitigation process and is free to pursue his/her claim.

If this process results in the builder undertaking the repalr, that work must be started within a
specified period of time:

> If the homeowner has accepted the builder's offer, repairs must begin within 14 days
unless another date is mutually agreed upon.

» If the repair is the result of mediation, work must begin w:thln seven days of
mediation. -

> If a permit is needed, work must begin within five days after obtaining the permit.

> Every effort must be made to complete the repair within 120 days.

All other statutes of limitations providing remedy to the homeowner would be tolled until 100
days after the repair is completed. If the builder fails to comply with any of the specified
timeframes, those remedies would be tolled for an additional 45 days atfter the builder's time

has expired.

Timeline flexibility

Under the provisions of SB 800, the timelines provided can only be extended by mutual
agreement. A builder would be required to obtain written confirmation that a homeowner
has agreed to the extension. ff a haomeowner fails to meet the any of the requirements set
forth in this bill, the builder would be authorized to bring a motion to stay any subsequent

court action until the requirements have been met.

Compliance with the Calderon process
Existing law currently contains a mandatory pretrial process for construction defect actions

involving larger condominium projects (20 or more units), This process, commonly known
as the “Calderon process,” requires parties to complete an extensive process for
exchanging information and mediating disputes. SB 800 would establish an alternative
process that is “substantially similar” to the Calderon process. As such, parties that
complete the process contained in this bill would be excused for participating in the
Calderon process.

Builder's affirmative defense
SB 800 would provide an affirmative defense to any builder from any obligation, damage,
loss, or liability for:

» Unforeseen acts of nature (includes weather, earthquake, war, terrorism and
vandalism) in excess of the design criteria by the applicable building code,
regulations and ordinances in effect at the time of original construction;

A homeowner’s unreasonable failure to minimize or prevent damages in a timely
manner;

A homeowner's, or hls/her agent or employee to follow either the

buildet’ s/manufacturer s or commonly accepted homeowner maintenance obligations;
Defects caused by the alternation, ordinary wear and tear, misuse, abuse, or neglect,
or by using the structure for something other than its intended purpose; -
Defects barred by the statute of limitations;

Y ¥V Vv ¥
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» Defects subject to a valid release; and
> To the extent that the builder’s repair was successful in correcting the viclation.

LEGISLATIVE HISTORY

Last year, the Govemor signed AB 1700 (Ch. 824, Statutes 2001), which made several
changes to the “Calderon process,” a mandatory pretrial process for construction defect
actions involving larger condominium projects (20 or more units). Specifically, that bill
clarified the timeframes for the prelitigation process; required the exchange of information
between affected parties; required parties to meet and confer to select a dispute resolution
facilitator to preside over the process; to jointly develop a case management statement; and
authorized a party to petition the superior court for an expedited hearing upon showing of

good cause.

OTHER STATES' INFORMATION

According to the California Building Industry Association, California's current regime of strict
liability, coupled with its 10-year statute of limitations, is the toughest in the nation.

Members of that organization that build in other states report that although they only do 15%
to 20% of their building in California, this state generates 85% to 95% of their litigation.

In recent years, several other staies have enacted right-to-repair statutes (including Texas,
Arizona, and Washington) but none are believed 1o be as comprehensive as that contained

in SB 800.
FISCAL IMPACT

This bill would have no fiscal impact on the California Housing Finance Agency.

ECONOMIC IMPACT

The Construction Industry Board indicates that for residential single-family new construction,
21.52 jobs are created for every $1 million of construction and for Multifamily, 19.81 jobs per
million,

According to the National Assoclation of Home Builders (NAHB), housing is a powerful force
in the economy. Single-family and multifamily construction plus remodeling account for
about four percent of the nation’s total economic activity, or almost $328 billion annually.
During economic recoveties, NAHB contends that housing’s impact on the economy is even
greater, accounts for up to one-third of the change in the gross domestic product (GDP).

The NAHB has stated that housing is a vital sector of local, state and national economies,
creating jobs and generating taxes and wages that positively influence the quality of life.

The NAHB contends that the construction of 1,000 single-family homes generates:

> 2,448 jobs in construction and construction related industries.

> Approximately $79.4 million in wages, and more than $42.5 million In federal, -

S8 800 LEG. HIST. 000325
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state and local tax revenues and fees.
The construction of 1,000 multifamily homes generates:
> 1,030 jobs in construction and related industries.

» Approximately $33.5 million in wages, and more than $17.8 million in federal,
state and local tax revenues and fees.

The NAHB contends that housing’s economic impact does not end when the home is sold
and the new owners move in, but that housing continues to be an economic force long
after the sale is closed.

According to NAHB, in the first 12 months after purchasing a newly built home, owners
spend an average of $6,500 to furnish, decorate and improve their homes. Buyers of
existing homes spend $2,268 more than non-moving homeowners during the 12 months
after purchasing the home.

New homebuyers are more likely to spend their money on improvement such as
landscaping, decks, patios, fences and driveways. Existing homebuyers are more likely to
spend money on remodeling rooms, plumbing repairs, and heating or air conditioning.
Both spend on appliances, food/entertainment {mostly from eating out) and higher auto
operating expenses as a result of shopping and visiting restaurants.

NAHB states that of the $6,500 spent by new homebuyers, 70 percent is spent on home
furnishings and property alterations. The most common furnishing purchases include
household decorations, linens, furniture and mattresses.

LEGAL IMPACT

A recent Supreme Court decision (Ass v. Superior Court, (2000) 24 Cal. 4™ 627) held that
defects must cause actual damage or personal injury prior to being actionable in tort.:

SB 800 would overrule that decision by providing a remedy to homeowners if standards
are violated, regardless of whether or not there are actual damages or injury.

SUPPORT/OPPOSITION -

Support: California Building Industry Association (CBIA)
Consumer Attorneys of California
Personal Insurance Federation of California
Consulting Engineers and Land Surveyors of California
Congress of California Seniors '

Opposition: No known recorded opposition.
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» This bill would establish minimum performance based standards for construction.

> This bill will enhance a consumer’s ability to obtain a remedy for faulty

construction, regardless of whether actual damages have occurred.
» This bill would give builders the “right to repair” defects prior to litigation. This

should reduce the number of cases that actually go to court, and should also

reduce Insurance costs that have escalated because of that litigation.

> Many of the terms used to define the performance standards are ambiguoué or

subjective (e.g. “excessive” condensation, "materially” comply, “unreasonable”
risk, “substantially” comply with, etc.) and may create additional confusion.

» This bill may cause confusion by establishing performance standards that do not
specifically comply with existing building standards. (REBUTTAL: CBIA
responds that nothing in this bill exempts a builder from having to comply with
applicable building codes. The standards contained in this bill are separate and
distinct, and are intended to provide guidance for determining damages based
function and performance.)

VOTES
Senate — 29 May 2002 Assembly — 29 August 2002
) (Vote not relevant) Ayes -~ 80
Noes-—- O
Cancurrence — 30 August 2002
Ayes — 33
Noes- O
LEGISLATIVE STAFF CONTACT
Contact Work Home Cell Phone Pager
Maria Contreras-Sweet, (916) 323-5401 | (626) 912-2991 | (916) 832-7501 | (800) 535-5485
Secretary BT&H
Karen Greene Ross, (916) 323-5416 | (916) 444-1491 | (916) 541-5251 | (916) 712-4366
| Agency Legislative Director
Terri Parker, (916) 324-4633 | (916) 453-1701 | (916) 709-4638
Executive Director
Di Richardson (916) 324-0801 | (916) 447-0889 | (916) 835-2735
Legislative Director
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Consumer Attorneys of California $B 688

[ Attachment

[} Admin Sponsored Proposal No.

Department:/Board Bill Number/Author:
State and Consumer Services Agency SB 800 (Burton-and Wesson)
Sponsor: Related Blils Chaptering Ordar (if known)

Subject:
Construction Defects

SUMMARY

This bill establishes a scheme for homeowners and builders to resoive disputes involving

residential construction defects by:

1) Providing definitions of construction defects;
2) Providing for a method of comp|aint resolution;

3) Giving builders a right to repair;
4) Preserving a homeowner's right to litigate: if dissatisfied with the efforts of the builder to

resolve complaints;
5) Giving successors in interest to residential property the same rights under these

provisions as the original purchaser; and
6) Making a failure to meet the standards established by the bill actionable without a

showing of additional causation or damage.

PURPOSE OF THE BILL

In a controversial decision, Aas v. Superior Court (2000) 24 Cal.4™ 627, the California
Supreme Court found that homeowners had no cause of action for negligence against
the builders of their homes for latent defects under California’s “economic loss rule.”
Essentially, the court held that since there had been no actual damage or injury to

anyone from the defect, the plaintiff homeowners had no cause of action for negligence

against builders. Chief Justice George registered a strong decent in Aas, pointing out

Departments That May Be Aifected
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that it defied common sense to require that there actually be an injury from a fire before
a homeowner could bring an action in negligence against a builder for a defective
firewall. Both the majority of the Court and the Chief Justice urged the Legislature to

revisit the economic loss rule.

This bill is intended to address the perceived Inequity of the Aas decision and give
homeowners the ability to have specified defects in the construction of their homes
corrected before the defects cause actual harm or damage.

RECOMMENDATION AND SUPPORTING ARGUMENTS

ANALYSIS

This bill is the product of extensive discussion and compromise between the building industry
and the Consumer Attorneys. The bill defines construction defects in the areas of:

1)  Woater issues;

2}  Structural Issues;

3} Sail;

4)  Fire Protection;

5) Plumbing and Sewer;

6) Electrical Systems; and

7) Other areas of construction, such as heating, cooling and paint.

The bill defines the obligations of builders regarding warranties and complaint resolution. It
establishes firm time-lines for resolving complaints while preserving the rights of
homeowners to seek a judicial remedy if necessary.

The rights and remedies provided by the bill apply fo original purchasers and their
successors-in-interest.

Damages are limited to the reasonable value of repairing the violation of the standards
established by the bill,

It is likely there will need to be some follow-up legislation if this bill becomes law in order to
clarify terms and to resolve any ambiguity that may result from the apparent adoption of
building standards outside the normal code adoption process. For example, the word
‘excessive” is used to describe an acceptable level of water or moisture penetration, but
there is no definition of “excessive.”

Though the phrase “government building codes” is used as a standard in the sections
addressing structural issues and fire protection, there is no reference to “govemment building
codes” as a standard for water issues, soil, plumbing and sewers, and electrical systems.
Further, Title 24 of the California Code of Regulations (the building standards title) is
specifically referenced as a standard for living space air conditioning, but for nothing else,
The specific reference to the building code in one subsection of the bill injects ambiguity into
the applicability of the building ¢code as a standard for any other sections of the bill.
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LEGISLATIVE HISTORY

AB 1700 (Steinberg, Chapter 824, Statutes of 2001) revised the pre-litigation proc'esé for
construction defect actions between builders -and homeowners’ association involving
common interest developments with 20 or miore units.

PROGRAM BACKGROUND

The California Building Standards Commission within the State and Consumer Services
Agency is the entity responsible for reviewing and approving building standards for California.
One of the primary concerns that the Buildings Standards Commission always expresses is
that building standards should not be implernented via statute. The Commission was
established for this very reason and any code changes that are proposed in this legisiation
may be more effectively addressed through the code adoption process within the
Commission. While this bill does not in and of itself purport to establish building standards, it
sets standards that a homeowner may use to seek repair of defects in construction.

OTHER STATES' INFORMATION .
According to the sponsor, no other states have a comparable statute.
FISCAL IMPACT

No direct state fiscal impact.

ECONOMIC IMPACT _
Increased costs may be incurred by the building industry as a result of making repairs

< mandated by this legislation.

LEGAL IMPACT

This bill will provide homeowners with enforceable rights to have enumerated defects in
residential construction repaired. It will give builders the right to either undertake repair ar
compensate the homeowner for the reasonable value of the repair.

APPOINTMENTS

SUPPORT/OPPOSITION

Support:
Californta Building Industry Association
California Nurses Association
Congress of California Seniors
Consumer Attorneys of California
Consumer Federation of California

Opposition:
None on file
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ARGUMENTS

Pro: .
Provides homeowners with a method of having construction defects repaired by

the builder prior to the defects causing actual harm or damage.

Con: » . '
This bill seems to adopt building standards outside the normal building standard
process and without the input of various building experts that usually participate
in establishing building standards.
This bill may increase costs for residential developers, which in turn are passed
on to consumer in higher housing prices.
' M~
It is not clear how the standards of this bilf relate to other building standards. o
8
VOTES g‘;
Assembily Floor 80-0
Senate Floor 33-0

LEGISLATIVE STAFF CONTACT

Robert Van Der Volgen
State and Consumer Services Agency
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SERVICES AGENCY
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CONFIDENTIAL-Government Code §6254(1)

D Admin Sponsored Proposal No.

Department:/Board Bill Number/Author:

Consumer Affairs SB 800 (Burton & Wesson, et al)

Sponsor: Related Bills Chaptering Order (if known)
Author

Subject:
Construction Defects: Liability

] attachment

SUMMARY

This author-sponsored bill would specify a homeowner's rights and requirements with regard to
bringing an action for construction defects, including applicable standards for home construction,

statute of limitations, burden of proof, recoverable damages, and homeowners' obligations. The

bill would also specify a detailed pre-litigation procedure and provide third-party inspectors with

immunity from liability.

PURPOSE OF THE BILL

This bill is intended to make major changes to the laws governing the construction defect litigation
process. The authors state that the problems of construction defects and associated litigation
have vexed the Legislature for a number of years, with substantial adverse consequencss for the
development of safe and affordable housing. Among other things, this bill seeks to respond to
concerns expressed by builders and insurers over the costs associated with construction defect
litigation, as well as concerns expressed by homeowners and their advocates over the effects of a
recent Supreme Court decision that held that defects must cause actual damage prior to being
actionable in tort [Aas v. Superior Court, (2000) 24 Cal. 4th 627}.

RECOMMENDATION AND SUPPORTING ARGUMENTS

SIGN. By limiting the amount of construction defect litigation and creating an alternative process
for consumers to seek recourse and repair, this bili will benefit consumers by increasing the
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j availability of affordable housing in California,

ANALYSIS
Ei(isting Law:

Provides that a construction defect action may be brought against any person who develops
real property or performs or furnishes the design, specifications, surveying, planning,
- supervision, testing, or observation of construction or construction of an improvement to real

property.

« Provides that an action based on latent defects (defects not apparent from a reasonable
inspection) in construction must be brought within four years of discovery of the defect (if the
action is based on breach of contract or warranty), but in no event may such an action be
brought more than ten years after the date of substantial completion of the development or
improvement. '

~
)

s Provides that builders may not be held liable in negligence for construction defects unless é
those defects have caused death, bodily injury, or property damage. (Aas v. Superior Court, ©
(2000) 24 Cal. 4th 627) 3

This bill would: .

Q

« Define construction defects to ensure performance with specified standards. =

w
(73]
« Require claimants to provide notice to builders regarding alleged violations. E
17|
[

» Give builders an absolute right to repair alleged defects before a claimant may sue. E
- =

o Preserve the right of homeowners to pursue remedies Iif the repair is not made or is '?5'
inadequate. %

[£4]

Comments:; o

. . . =

According to the authors, this consensus bill represents groundbreaking reform for construction :'_‘,-

defect litigation. The authors state that the problem of construction defects and associated -:.:

litigation have vexed the Legislature for a number of years, with substantial adverse consequences
for the development of safe and affordable housing. This bill reflects the product of three years of
extensive negotiations between builder groups, insurers, the Consumer Attorneys of California,
and key legislative leaders and committee staff.

A principal feature of the bill is the codification of a definition of construction defects. For the first

time, California law would provide a uniform set of standards for the performance of residential

building components and systems. Rather than focusing on the significance of technical

deviations from building codes, the bill specifies the standards that building systems and

components must meet. Significantly, these standards effectively end the debate over the
controversial decision in the Aas case, which effectively precluded homeowners from recovering

for construction defects unless and until those defects have caused death, bedily injury, or

property damage, no matter how imminent those threats may be. Moreover, unlike some existing’F - 57
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/) warranty programs, these standards cover all major systems for a substantial period, and are
enforceable by subsequent purchasers, not just the original buyer. The bill sets out these
standards in detail, organized under non-substantive headings far the benefit of the reader.

The bill provides a floor, but nof a ceiling, for the performance of residential structures. In addition
to the foregoing minimum standards, the bill provides that a builder may, but is not required to,
offer greater protection or longer time periods in its express contract with the homeowners. Ifa
builder offers an Enhanced Protection Agreement, the builder may choose to be subject to its own

express contractual provisions.

The bill specifies one, two and four-year periods for the filing of claims for alleged violations of
certain standards. Unless a shorter period is specified, no action may be brought to recover for
alleged violations more than 10 years after substantial completion, as defined. These time
limitations do not apply to any action by a claimant for a contract or express contractual provision.

In a significant departure from existing law, the bill imposes a procedure that a homeowner must
follow before bringing suit against a builder. In summary, the homeowner must send a written
notice to the builder setting out the nature of the claim. The builder must acknowledge the claim in
writing. The builder may then elect to cenduct inspection and testing of the alleged defect within a
specified period, and must provide certain documentation to the homeowner on request regarding
building plans and specifications. Most importantly, the builder may then offer to repair the
alleged violation within a prescribed time period. Such an offer o repair must also compensate
the homeowner for all applicable recoverable damages. Upon receipt of the offer to repair, the

.. homeowner has a prescribed period in which to authorize the builder to proceed with the repair.

" ) The offer to repair must also be accompaniad by an offer to mediate the dispute if the homeowner

so chooses,.

(800) 666-1917

The homeowner is relieved from any further pre-litigation process if the builder fails to
acknowledge the claim within the time specified, elects to not go through this statutory process,
fails to request an inspection within the time specified, fails to make the offer to repair or otherwise
strictly comply with the obligations of the statute within the times specified, or if the contractor
performing the repair does not complete the repair in the time or manner specified.

This act is intended to apply to subcontractors and design professionals to the extent that the
subcontractors, material suppliers, individual product manufacturers and design professionals
caused, in whole or in part, a violation of a particular standard as a result of its negligent act or
omission or a breach of contract. These persons may assert the affirmative defenses to liability
set forth in the bill, as well as common law and contractual defenses as applicable. The bill does
not modify current law pertaining to joint and several liability for subcontractors and design
professionals that contribute to any specific violation of the construction defect standards set out

in the bill.

4/ LEGISLATIVE INTENT SERVICE
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LEGISLATIVE HISTORY

AB 1700 (Steinberg, Chapter 824, Statutes of 2001) revised the pre-litigation process for

) construction defect actions between builders and homeowners' associations involving common
N

interest developments with 20 or more units (often referrad to as the Calderon process). PE . 58

SB 800 LEG. HIST. 000334



_Enrolled Bil Report =~ @ Page 4 @ 5 500 (Burton & Wesson)

-"f*) PROGRAM BACKGROUND
- N/A

OTHER STATES' INFORMATION
Pending

FISCAL IMPACT

Unknown. The bill would not have a fiscal or programmatic impact on the Department of
Consumer Affairs

ECONOMIC IMPACT (IF RELEVANT)

By establishing a mandatory process prior to the filing of a construction defect action, thls bill
would potentially reduce the costly construction defect litigation and the corresponding impact on
California’s housing costs.

LEGAL IMPACT (IF RELEVANT)

This bill would establish a mandatory process prior to the filing of a construction defect action.
The major component of this process is the builder's absolute right to attempt a repair prior to a
homeowner filing an action in court. Builders, insurers, and other business groups are hopeful that
this right to repair will reduce litigation,

) In addition, the bill would address concerns expressed by homeowners and the Consumer
Afttorneys of California over the consequences of Aas v. Superior Court, (2000) 24 Cal. 4th 627,
which held that defects must cause actual damage or personal injury prior to being actionable in
tort.

SB 800's interaction with "Calderon Drocess"'

Existing faw, contained in Civil Code Section 1375, provides for a mandatory pre-trial process for
construction defect actions involving attached housing. {This process is commonly referred to as
the "Calderon process," after its original author, and was substantially amended by AB 1700 of

2001 (Steinberg).]

%/ LEGISLATIVE INTENT SERVICE

(4

s

The Calderon process is a minimum six-month process involving extensive information exchanges
and alternative dispute resolution sessions. This bill creates an additional pre-trial process that,
even without a repair offer, can last, at the builder's sole option, at least 101 days. The bill
provides that to the extent that its provisions are "substantially similar” to the procedures in the
Calderon process, compliance with that process is excused, In the near future, interested parties
may want to consider giving further attention to the interaction between this bill's process and the
Calderon process. This bill's provisions create considerable risk of uncertainty and litigation over
\ll)vnat portions of the Calderon process are "substantially similar” to the procedures created by this
i

APPOINTMENTS PE -89
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) N/A |
SUPPORT/OPPOSITION
Support:

Consumer Attorneys of California

Home Ownership Advancement Foundation
Personal insurance Federation of California -
California Building Industry Association

Opposition:

None on record.

ARGUMENTS ~
[2)]
Pro: &
8
According to the authors, this consensus bill represents groundbreaking reform for g
construction defect litigation. The author’s state that the problem of construction defectsand &£
associated litigation have vexed the Legislature for a number of years, with substantial
consequences for the development of safe and affordable housing. This bill reflects three o)
. years of extensive negotiations between builder groups, insurers, the Consumer Attorneys of =
) California, and key legislative leaders and commiitee staff. (bg
'—
Proponents of this bill argue that: E"
z
« This bill would reform construction defect law, thereby promoting safe and affordable w
residential housing for California, ‘ g
« This bilt would establish a mandatory process prior to the filing of a construction defect 8
action, thereby potentially reducing costly litigation. u
= By providing immunity from liability to third-party inspectors, this bill would significantly s:"
increase the pool of available inspectors. Supporters note that independent inspections ‘::.-
)
4

are a useful tool in improving the quality of residential construction; however, there is .
currently a severe shortage of qualified individuals willing to conduct inspections because

of the risk of liability.

Con:

It could be argued that: _
e The broad immunity granted to third-party inspectors will reduce the incentives for

inspectors to conduct rigorous inspections.

PE-60
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« Inspector immunity could reduce a homeowner's ability to obtain full recovery as other
responsible parties might seek to shift as much responsibility as possible to the immune

inspector.

VOTES genoke Floor s 310
s Assembly Fioor: 80-0
e Senate Floor: 33-0 (Conew ety

LEGISLATIVE STAFF CONTACT

Robert Puleo
Department Analyst
324-0260
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8/31/2002

| SENATE RULES COMMITTEE | $B 800 |
|office of Senate Floor Analyses |
[1020 N Street, Suite 524 |
| (916) 445-6614 Fax: (916) |
[327-4478 |

UNFINISHED BUSINESS

Bill No: 8B 800

Author: Burton (D} and Weason (D) et al
Amended: 8/28/02

Vote: 21

(800) 666-1217

') SENATE VOTES NOT RELEVANT

ASSEMBLY FLOOR : Not available

SUBJECT : Liability: construction defects

SOURCE : Author

/ LEGISLATIVE INTENT SERVICE

DIGESYT : Assembly Amendments delete the Senate version st
of this bill relating to collector motor vehicles. '...l

The bill now specifies the rights and requirements of a
homeowner to bring an action for construction defects,
including applicable standards for home construction, the
statute of limitations, the burden of proof, the damages
recoverable, a detailed prelitigation procedure, and the
obligations of the homeowne::.

This bill also provides that there is no personal monetary
liability on the part of, and no cause of action for

. damages shall arise against, any person, in any of the -
\) specified categories, who is under contract with an

PE - 83
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applicant for a residential building permit to provide
independent quality review of the plans and specifications
provided with the application in order to determine

compliance with all applicable requirements imposed
CONTINUED

SB 800

Page
2

pursuant to the State Housing Law or any rules or
regulations adopted pursuant to that law, or to inspect a
work of improvement to determine compliance with these
plans and specifications, extcept as specified.

Senate Flooxr Amendments of §/21/01 remove the provision
which would have excluded collector motor vehicles from the
provision that limits the vehicle license fee to $2.00
annually.

ANALYSIS : Existing law:

1. Provides that a construction defect action may be
brought against any person who develops real property
or performs or furnishes the design, specifications,
surveying, plamning, supervision, testing, or
observation of construction or construction of an
improvement to real property.

2. Provides that an action based on latent defects
(defects not apparent from a reasonable inspection) in
construction must be brought within four years of
discovery of the defect (if the action is based on
breach of contract or warranty), but in no event may
such an action be brought more than ten years after the
date of substantial completion of the development or
improvement.

3. Providee that builders may not be held liable in
negligence for construction defects unless those
defects have caused death, bodily injury, or property
damage. (RAas v. Superior Court, {2000) 24 Cal. 4th
627.)

SB 800 LEG. HIST. 000340

Page 2

'I

PE - 64

/ LEGISLATIVE INTENT SERVICE

(800) 666-1917




)

8/31/2002 . .

This bill reforms construction defect law in order to
promote safe and affordable residential housing for
California. Specifically, this bill:

1. Defines construction defects to ensure performance
with specified standards.

2. Requires claimants to provide notice to buillders
regarding alleged violations.

SB_ 800

Page

3. Gives builders an absolute right to repair alleged
defecte before a claimant may sue.

4. Pregserves the right of homeowners to pursue remedies
if the repair is not made or is inadequate.

Comments

According to the authors, this consensus bili represents
groundbreaking reform for construction defect litigation.
The problem of construction defects and associated
litigation have vexed the Legislature for a number of
years, with substantial consequences for the development of
safe and affordable housing. This bill reflects extensive
and serious negotiationa between builder groups, insurers
and the Consumer Attorneys of California, with the
substantial assistance of Assemblymember Darrell Steinberg
and key legislative leaders and committee staff over the
past year, leading to an unusually broad and powerful
consensus on ways to resgolve these issues.

A principal feature of the bill is the codification of
construction defects. For the first time, California law
would provide a uniform set of standards for the
performance of residential building components and systems.
Rather than requiring resort to contentions about the
significance of technical deviations Ffrom building codes,
the bill specifies the standards that building systems and

Page 3
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components must meet. Significantly, these standards
effectively end the debate over the controversial decision
in the Ras case to the effect that homeowners may not
recover for construction defects unless and until those
defects have caused death, bodily injury, or property
damage, no matter how imminent those threatg may be.
Moreover, unlike some existing warranty programs, these
standards cover all major systems for a substantial period,
and are enforceable by subsequent purchasers, not just the
original buyer. The bill sets out these standards in
detail, organized under non-subsgtantive headings for the
benefit of the reader. '

The bill provides a floor, bhut not a ceiling, for the
performance of residential structures. In addition to the

SB 800

Page

foregoing minimum standards, the bill provides that a
builder may, but 1ls not required to, offer greater
protection or longer time pericds in its express contract
with the homeowners. If a builder offers an Enhanced
Protection Agreement, the builder may choose to be subject
to its own express contractual provisions.

The bill specifies one, two- and four-year periods for the
filing of claims for alleged violations of certain
standards. Unless a shorter period is specified, no action
may be brought to recover far alleged violations more than
10 years after substantial completion, as defined inm Civil
Code of Procedure Section 327.15(g) (2) . These time
limitations do not apply to any action by a claimant for a
contract or express contractual provision.

In a significant departure from existing law, the bill
imposes a procedure that a homeowner must follow before
bringing suit against a builder. In summary, the homeowner
must send a written notice to the builder setting out the
nature of the claim. The builder must acknowledge the claim
in writing. The builder may then elect to conduct
inspection and testing cf the alleged defect within a

SB 800 LEG. HIST. 000342
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specified period, and must provide certain documentation to
the homeowner on regquest regarding building plans and
specificatibns. Most importantly, the builder may then
offer to repair the alleged viclation within a prescribed
period. Suéh an offer to rapair must also compensate the
homeowner for all applicabls damages recoverable. Upon
receipt of the offer to repalr, the homeowner has a
prescribed period in which Lo authorize the builder to
proceed with the repair. The offer to repair must also be
accompanied by an offer to mediate the dispute if the
homeowner so chooses.

The homeowner is relieved from any further pre-litigation
process if the builder fails to acknowledge the claim
within the time specified, elects to not go through this
statutory process, falls to request an inspection within
the time gpecified, faills to make the offer to repair or
otherwise strictly comply with the obligations of the
gstatute within the times specified, or if the contractor
performing the repair does not complete the repair in the
time or manner specified.

SB 800

Page

This act is intended to apply to subcontractors and design
professionals to the extent that .the subcontractors,
material suppliers, individual product manufacturers and
design professionals caused, in whole or in part, a
violation of a particular standard as a result of its
negligent act or omigsion or a breach of contract. These
persons may asgsert the affirmative defenses to liability
set forth in the bill, as well as common law and
contractual defenses as applicable. The bill does not
modify current law pertaining to joint and several
liability for subcontractors and degign professionals that
contribute to any specific violation of the construction
defect standards set out in the bill. .

FISCAL EFFECT : Appropriation: No Fiscal Com.: No
Local: No

Page 5
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SUPPORT ¢ (Verified 8/29/02)
Consumer Attorneys of California
Home Ownership Advancement Foundation

Personal Insurance Federati¢m of California
California Building Industry Association

RJG:kb 8/29/02 Senate Plaor BAnalyses
SUPPORT/OPPOSITION: SEE BBOVE

kkkk END *www
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SB 800 {Burton) : None
File Item # 34 :
Assembly Floor: 80-0

(AYE: All Republicans)

Senate Judiciary: 5-1

(AYE: Haynes, NO: Ackerman)

Vote requirement: 21

Version Date: 8/28/02

Quick Summary
Sets detailed and specific liability standards for newly constructed housing, 2)

establishes a pre-trial process that includes a builder’s right to repair an g
alleged defect, and 3) grants third-party inspectors with immunity from &
liability. ©
3
Digest <
Assembly amendments: 3
=
Apply to all original home construction the following provisions: g
|_
Governs any action against a builder, subcontractor, individual product ﬁ
manufacturer, or design professional, seeking recovery of damages arising Z
out of, or related to deficiencies in, residential construction, design, W
specifications, surveying, planning, supervision, testing, or observation of E
coastruction. ;,
]
Sets a ten-year statute of limitations for construction defect actions, with 4
certain limited exceptions and tolling periods under certain ™
circumstances. %
Sty
q&

Renders meaningless the court’s opinion in Aas v. Superior Court, 24 Cal.
4th 627 (2000}, which upheld the longstanding principle that a person can -
sue in tort if, and only if, he has suffered damages. '

Require a builder shall provide a homebuyer with a minimum one-year
express written limited warranty covering the fit and finish certain
building components.

Requires certain procedures be followed before filing a construction defect
lawsuit. This procedure would provide the builder with a right to attempt

" a repair of the defect prior to litigation, inspections and exchanges of

PE -89
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documentation under certain circumstances, and mediation at various
points, all pursuant to various timeframes set forth in the bill. The bill
would provide that if the builder fails to follow any of the procedures, the
homeowner is entitled to proceed with the filing of an action.

Establishes the statutory affirmative defenses, under the principles of
comparative fault, for a) unforseen acts of nature in excess of the design
criteria expressed by the applicable building codes, b) a homeowner'’s
unreasonable failure to minimize or prevent damages, ¢) a homeowner’s,
or his/her agent or employee, failure to follow recommended or
commonly accepted maintenance obligations, d) defects caused by the
alterations, ordinary wear and tear, misuse, abuse, or neglect, e) defects
barred by the statute of limitations, f) defects subject to a valid release,
and g) the extent that a builder’s repair was successful in correcting the
defect. . :

State the rights and requirements of a homeowner to bring an action for
construction defects, including applicable standards for home
construction, the statute of limitations, the burden of proof, the damages
recoverable, a detailed prelitigation procedure, and the obligations of the
homeowner.

Declare that there is no personal monetary liability on the part of any person
who is under contract with an applicant for a residential building permit to
check the plans and specifications provided with the application in order to
determine compliance with all applicable requirements imposed pursuant to
the State Housing Law or any rules or regulations adepted pursuant to that
law, or to inspect a work of improvement to determine compliance with these
plans and specifications.

Require, at the time the sales agreement is executed, that the builder
notify the homeowner whether the builder intends to engage in the
non-adversarial procedure of this section or attempt to enforce
alternative contractual procedures or remedies. If the builder elects to use
alternative contractual procedures or remedies in lieu of this section, the
election is binding, regardless of whether the builder's alternative contractual
procedures or remedies are successful in resolving the ultimate dispute or are
ultimately deemed enforceable. If an alternative procedure or remedy includes
a right to repair and is deemed unenforceable, nothing in this section shall
affect the enforcement of contractual rights to repair that are severable,
otherwise enforceable, and no different in any respect from the right to repair
contained in this section.

»_e
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Define "construction defect" for these purposes as a defect in design, :
materials, or workmanship that occurs during the original construction of
the improvement or in connection with any warranty repair work, and in
the case of a common interest development, includes construction or
repair work in all common areas.

Background

In 1995, the Legislature enacted SB 1029 (Calderon). That bill set up a 90-day
pre-litigation procedure for resolving construction defect claims prior to court
action. (Civ. Sec. 1375 [b]|2]). That process, referred to as the Calderon
process, affects allegations of construction or design defects in common
interest developments of 20 units or more. Many believe that this legislation
did not have a substantial effect un the time expended in resolving construction
defect disputes.

The construction dispute provisions are the result of protracted negotiations
among attorneys, contractors, subcontractors and their insurers. All appear to
agree that the present process is broken.

This bill proposes a new hybrid form of facilitated dispute resolution that
deviates from core practice eletnents of mediation in general and is likely to
s1gn1ﬁcantly drive-up defense costs during the pre-litigation process.

Analysis

This bill would make major changes to the substance and process of the law
governing construction defects. It is the product of extended negotiations
between various interested parties. Among other things, the bill seeks to
respond to concerns expressed by builders and insurers over the costs
associated with construction defect litigation, as well as concerns expressed by
homeowners and their advocates over the effects of a recent Supreme Court
decision that held that defects must cause actual damage prior to being
actionable in tort. Ags v. Superior Court, 24 Cal. 4t 627 (2000).

The Personal Insurance Federétion argues that this bill will bring some degree

of predictability to the dispute resolution process for new construction that
occurs after January 1, 2003. Also it may reduce litigation.

Support & Oppasition Received

Support: California Building Industry Association, Personal Insurance
Federation, California Nurses Association, Congress of California Seniors,
Consumer Attorneys of California, Consumer Federation of California.

Opposition: None received.
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Senate Republican Office of Policy Consultant: Mike Petersen

Whip Comments -

From the perspective ofhomeowners, it reduces the statute of limitations for
various housing components below the 4-year limit for patent defects (defects
apparent from a reasonable inspection), pursuant to existing statutory law.

May have some unintended consequences of unnecessarily extending the pre-
litigation process that could otherwise be costly to builders, homeowners,
subcontractors and insurers.

From the perspective of builders, subcontractors and insurers, it appears to
remove some of the limited immunity from actions for construction defect
provided by the recent state supreme court ruling in Aas v. Superior Court
(2000).
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CRUZ M. BUSTAMANTE
Lieutenant Gobernor
Stare of California

September 9, 2002

The Honorable Gray Davis
Governor, State of California
State Capitol, First Floor
Sacramento, CA 95814

Dear Governor Davis:

I write to REQUEST YOUR SIGNATURE on SB 800 (Burton, Wesson),
which would simplify the process of resolving construction defect claims.

(800) 666-1917

This compromise, involving builders, insurance companies and consumer
) attorneys, will provide homebuyers with a new level of protection, while
simplifying and expediting the legal process for builders.

As California continues to grow, the need for reliable order in our building
industry becomes increasingly important. SB 800 represents an important
step towards accomplishing this goal.

I respectfully request that you sign SB 800 into law.

::I LEGISLATIVE INTENT SERVICE

¢
'o

Sincerely,

CRUZ M. BUSTAMANTE

Lieutenant Governor

»
- B
smw

¢¢i The Honorable John Burton
The Honorable Herb Wesson
. Mr. Michael D, Pattinson, President, California Building Industry Association
Mr. Robert E. Cartwright, Jr., President, Consumer Attorneys of California

CMB/KMims

\r) PE-73
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STATE CAPITOL
PO, BOX 942849

e SACRAMENTO, CA 94249-0067
\') (916) 318-2057

DISTRICT OFFICE
13181 CROSSROADS PKWY, N, SUITE 260
INDUSTRY, CA 91746
{626) 961-8492
(562) 605-8414

HOMEPAGE:
www.assembly.ca.gav/ichavez

September 9, 2002

Honorable Gray Davis
Governor
State of California

Slate Capitol, First Flocx

S_acramento, CA 95814

Dear Governor Davis:

I write to request your favorable consideration of Senate Bill (SB) 800 (Burton), which is
currently before you. Isupported this measure on the Assembly Floor and have heard from

¢ Aszzembly
@Iahfnrnm @ivgwl&fure

ED CHAVEZ

ASSEMBLYMAN, FIFTY-SEVENTH DISTRICT

) many of my constituents supporting this important measure.

CHAIR:
REVENUE AND TAXATION

COMMITTEES:

BANKING AND FINANCE
GOVERNMENTAL QORGANIZATION
HEALTH

INSURANCE

VETERAN'S AFFAIRS

SELECT COMMIYTEES;

ALAMEDA CORRIDOR EAST

CALIFORNIA HORSERACING INDUSTRY

CALIFORNIA INDIAN NATIONS

CALIFORNIA WINE

SAN GABRIEL VALLEY
GROUNDWATER CONTAMINATION

(800) 866-1917

SB 800 attempts to resolve some of the most difficult issues relating to construction defects and
litigation relating to alleged construction defects. The housing market in Southern California has
been very negatively affected by these sinmnering issues, leading to a virtual halt on construction
of lower cost housing options like attached multiple family dwellings. Specifically, SB 800
outlines rights and responsibilities of both homebuilders and homeowners with respect to
pursuing litigation related to construction defects.

I'thank you in advance for your favorable consideration of my comments and of SB 800. 1 look

forward to working with you in the years to come on other issues of mutual concern.

ED CHAVEZ
Assemblyman, 57" District

EC:kb

.I LEGISLATIVE INTENT SERVICE
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Serving the cllies of
AZUSA, BALDWIN PARK, BASSETT, EL MONTE, RACIENDA HEIGHTS, IRWINDALE, LA PUENTE, NORTH WHITTIER, VALINDA
and portions of INDUSTRY, GLENDORA, SOUTH EL MONTE and WEST COVINA -

-1&%)!«
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Better Cities — A Better Life

)

September 11, 2002
Governor Gray Davis
State of California

State Capitol

Sacramento, CA 95814
Aftn: Legislative Secretary

RE: SB 800 (Burton) Construction Defect Reform,
REQUEST FOR SIGNATURE

Dear Governor Davis:

On behalf.of the League of California Cities, | respectfully request that you sign SB_800

(Burton)

SB 800 contains a series of significant reforms to the construction defect issue. Due to
significant litigation and high insurance premiums, the controversial construction defect issue
has limited the construction of attached condominiums over the past decade. This bill enacts
detailed and specific standards for newly constructed housing, creates a pre-trial process that
includes a builder's right to repair defects, and provides third-party inspectors with immunity

from liability.

The League has long supported a consensus-based resolution to these issues. The passage
of this measure will hopefully increase the production of condominiums, a form of housing
which offers the desirable combination of affordability, homeownership, and higher densities.

For these reasons, the League of California Cities respectfully réquests that you SIGN SB 800

(Burton).

Sincerely,

Wl o

Daniel Carrigg
_Legislative Representative

cc.  Senator John Burton
Mike Gotch, Legislative Secretary, Governor's Office
Tim Coyle, Legislative Director, CBIA

SB 800 LEG. HIST. 000351 .

- League of California Cities

www,cacities.org

(800) 666-1917
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CALIFORNIA CHAMBER of COMMERCE

September 10, 2002

The Honorable Gray Davis
Governor, State of California
Capitol Building

Sacramento, California 95814

SUBJECT: SB 800 (BURTON) CONSTRUCTION DISPUTE LITIGATION
REQUEST FOR SIGNATURE '

Dear Governor Davis:

The California Chamber of Commerce requests your SIGNATURE of SB 800 (Burton), which
reforms the current construction dispute litigation process in an effort to ease California’s

housing shortage.

California’s Housing Shortage Has the I’otential to Slow Our Economy.

The UCLA Anderson Forecast stated in September 2000 that California’s slow pace of home
building presents a growing danger to the state’s economic prosperity. According to the
Department of Finance, to meet the state’s housing needs, between 230,000 and 250,000 units
must be built every year - nearly twice the number that was built annually during the last decade.
The housing shortage has resulted in California having eight of the ten least affordable housing
markets in the nation. The median home sales price in California is over $100,000 higher than
the national median home sales price. In some areas of the state, average families are unable to
buy a house. For example, fewer than one-third of families in the greater Santa Barbara
metropolitan area can afford the median priced home, which is nearly $450,000. The California
Chamber is concerned that the current housing crisis poses a significant threat to California’s
economy. )

One Of The Biggest Obstacles Ta Fulfilling California’s Housing Needs Is Expensive
Construction Dispute Litigation.

For every $1 paid to homeowners in settlement of claims, insurers must pay $2-$5 in defense
costs. These high defense costs for construction dispute litigation have driven many insurers
from the California market. Construction insurance is 200 percent to 500 percent more expensive
in California than the rest of the country. The high premiums for insurance prevent many
builders from building new hiomes, and the homes that are being built must reflect the cost of
these high premiums, resulting in higher prices. As a result, too few homes are being built to
keep up with the demand, and the ones that are being built are out of reach for many hard
working Californians.

1215 K STREET. SUiTE 1400 PO. Box 1736 SACRAMENTO, CALIFORNIA 95812-1736
GacsimiLt {010) 325-1272 LEGISLATIVE  (Q16) 325-1260 T:USINESS SERVICES  TELEPHONE (916) 444-6670 WWW.CALCIIAMBER.COM

(800) 666-1917

A/ LEGISLATIVE INTENT SERVICE
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SB 800 (Burton)
September 10, 2002
Page 2

SB 800 Attempts To Ease California’s Housing Shortage By Reforming The Current
Construction Dispute Litigation Process.

SB 800 creates a new process for resolving disputes involving homeowrners and homebuilders
over problems that may arise as a result of home construction. SB 800 replaces California’s
current “sue first” process with one that calls for repairs to be made by the homebuilder.
Specifically, SB 800 includes a definition of what constitutes a construction defect, gives
homebuilders a right to repair problems or defects before the individual sues and provides for the
mediation of disputes that may atise. Under the SB 800 reform, not only will problems be fixed
but the number of lawsuits will decline, which will lower insurance costs and enable builders to
build more affordable housing units in California.

For these reasons, the California Chamber of Commerce requests your SEIGNATURE of SB 800

(Burton). _
/S)ncer Y, /

/ e~
<'/ Cher Gonzalez 6 P(

Counsel and Legislative Advocate

¢

"s
Iy
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CHAMBER OF
COMMERCE

September 9, 2002

The Honorable Gray Davis

Gavernor
-State Capitol
Sacramento, CA 95814
Re: Request for Signature ~ SB 800 (Construction Dispute Resolution Reform) g
Dear Govemor Davis: %
©
| am writing on behalf of the San Jose Silicon Valley Chamber of Commerce to support urgent changes to the §
construction defect litigation system so that quality condominium and town houses wilt be built and made ®
available ta the workforce In the Bay Area. We urge you to sign SB 800 to allow for an alternative dispute
resolution system for construction defacts, provide consumer protection for quality housing products, and provide w
builders and contractors with access to affordable insurance. The current construction defect litigation system o
has chilled the production of compact housing such as condominiums and townhouses. E
: i
_) Qur urban based, regional Chamber is made up of nearly 2,000 Silicon Valley businesses employing some ,‘f
250,000 people. These firms represent the entire supply chain of commerce that has resulted in the Silicon Z
Valley's economic success.  Our member companies tell us they need to cperate In communlities where E
affordable housing is available in order to effectively run their businesses, employ local people, and provide goods Z
and services to the global marketplace. Yy
=
The lack of affordable housing in the Bay Area close to employment centers is presenting an increasingly difficult 5
challenge to the recruitment and retention of a qualified workforce. Lack of housing for vital community @
employees such as teachers, police, firefighters and other public safety workers is undermining the viability and fa
structure of the community. The current housing crisis is a clear threat to sustaining long-lerm economic =
prosperity and quality of life. -
RS
Please sign SB 800 to encourage the construction of more affordable housing. |‘.==
: ¥
a¥
Sincerely, .
o C’/\/V\'\lk___—/
Jim Cunneen
President & CEO

ce: Sunne McPeak, Bay Area Council

-SB BOOLEG. HIST. 000354 - . .



«BIA

Californla
Bullding
Industry

Association

1215 X Street
Suite 1200
Sacramento, CA 95814
926/443-7933
fax 916/443.1960
www.cbis.org

2002 OFFICERS
Presiclene
MICHAEL D. PATYINSON
Barratt American, inc.
Carisbad

Vice Presidean
HARRY C, ELLIOTT Il
Eltioll Momes, inc.
Folsom

ThasurerfNecniary
SHERMAN D, BARMER

Urban Development Group .

San Dlego

Chicf Exeenive Officer
ROEERT RIVINIUS, CAE
Sacramento

MEMBER
ASSOCIATIONS

Building Industry
-y, Aesaciation of
entrel California
Modesto
Building industry
Association of

the Deita
Steckton

Buiilding Industry
Association of
Kem County
Bakersfield

Home Buitders
Association of
Cenlral Coast

San Luls Obispo

Hoime Butlders
Association of
Northern California
San Ramon

Home Builders
Association of
Redwood Coast
Eureka

Buillding Industry
Association of
San Diego County
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Association of
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Buliding Industry
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Diamond Bar

i Building industry
-~~~ Assoglation of
.- Juperior California

Sacramento

Buiiding Industry
Association of
Tulare/Kings Counties
Visalla

Septenger 3, 2002

Honorable Gray Davis
Governor, State of California
State Capitol

Sacramento, California 95814

RE: SB 800 (Burton) — Request for Signature
Dear Governor Davis:
California homebuilders, represented by the California Building
Industry Association (CBIA), request your signature on SB 800

(Burton), a construction dispute resolution reform measure recently
approved by the Legislature.

SB 800 creates a new process for resolving disputes Invalving g

homeowners and homebuilders over problems that may arise as a é

result of home construction. SB 800 replaces California’s current 8

“sue first” process with one that calls for repairs to be made by the g

homebuilder. Under the SB 800 reform, not only will problems be e

fixed but the number of lawsuits will decline, lowering insurance

costs and attracting bullders of affordable condominiums and 3]

townhomes back into California housing markets. E

w

SB 800 includes the following key features: =

» adefinition of what constitutes a construction defect; =

» aright of homebuilders to repair problems or defects; =

» means to mediate disputes that may arise; and >

o guaranteed protection for homeowners to take their E

grievances to court if they can't be resolved otherwise, %

1T}

Indeed, SB 800 represents landmark reform and the cessation of a -
decade-long conflict between homebuilders and trial lawyers over :":,\
the problem of construction dispute litigation. After months of ".;:
negotiations that began earlier this year, SB 800 emerged late in £

the legislative session as a consensus measure ~ supported by
homebuilders, consumer attorneys and the insurance industry —
that was unanimously approved in the Assembly or the Senate just
last week. CBIA respectfully requests that you sign SB 800,

cc:  Honorable John Burton PE-79
Ann Richardson, Office of the Governor

SB 800 LEG. HIST. 000355



WCLP

WESTERN CENTER
ON LAW & POVERTY

1225 Bth Street, Suite 415
Sacramento, CA 85814

- Voice: 916.442.0753 x14

Facsimile: 916.442.7966

Christine Minnehan
Legislative Advocate
cminnehen@housingadvocales.ong

17 September 2002

The Honorable Gray Davis
Governor of the State of California
State Capitol

Sacramento, California 95814

- Re: Support for SB 800

Dear Governhor Davis:

On behalf of our clients, we urge you to sign SB 800

The bill would provide liability standards for newly constructed |
housing, create a pre-trial process that includes a builder’s right
to repair an alleged defect, and provide third-party inspectors
with immunity from liability.

We urge your signature ot SB 800.

Sincerely,

Christine Minnehan

cc: Senator John Burton

oY

(800) 666-1917

':, LEGISLATIVE INTENT SERVICE
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September 4, 2002

The Honorable Gray Davis
Governor
State Capitol

: Sacramento, CA 95814

Dear Governor Davis:

We urge you to sign SB 800 into California law. It’s been 15 years since -
Californians have been able to look forward to affordable housing that is so
sorely needed. SB 800 will enable urgent changes to the construction defect
litigation system so that quality condominiums and townhomes can be built
and made available to the workforce in the Bay Area and statewide,
revitalizing the state’s beleaguered affordable housing market.

{800C) 666-1917

Through giving quality builders the Right to Repair, SB 800 will reduce the
need for lawsuits to resolve construction disputes with the particular goal of
quickly addressing and fixing on the spot any problems that may arise in a new
home. This Right to Repair approach is the correct way to reduce litigation
and thereby lower insurance costs. This environment will finally allow quality
builders to confidently re-enter the housing market and produce more
affordable housing, specifically condominiums and townhomes, the production
of which has been chilled because of thexr being targeted by excessive class-
action lawsuits.

LEGISLATIVE INTENT SERVICE

The lack of affordable housing in the Bay Area close to employment centers is

/

presenting an increasingly difficult challenge to the recruitment and retention =
of a qualified workforce. Lack of housing for vital community employees such .‘.-:
as teachers, police, firefighters and other public safety workers is undermining '.':
the viability and structure of the community. The current housing crisis is a

clear threat to sustaining long-term economic prosperity and quality of life.

Signing this bill will be a major step toward encouraging the construction of

more housing affordable to the workforce in California while protecting the

homeowner and advancing Smart Growth,

Sincerely,

Robert T. Parry ‘Surme anht McPeak PE - 81
Chairman President and CEO

SB 800 LEG. HIST. 000357 ‘
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RoN ROBERTS

CHAIRMAN
SUPERVISOR, FOURTH DISTRICT
SAN DIEGO CCOUNTY BOARD OF SUPERVISORS

September 10, 2002

The Honorable Gray Davis
Governor of California
The State Capitol Building
Sacramento, CA 95814

RE: SB 800 (BURTON) -~ REQUEST FOR SIGNATURE
Dear Governor Davis:

The San Diego County Board of Supervisors respectfully urges you to sign SB 800 (Burton), which would aid in
alleviating California’s housing crisis by substantially imaproving existing construction defect iaw.

As you know, California is currently facing the effects of the state’s enormous growth that began years ago and
continucs to this day. Counties throughout the state ate grappling with traffic gridiock and a lack of affordable
housing for their residents. San Diego County itself is experiencing an unmatched housing crisis, as new home
construction cannot keep pace with its growing population.,

The lack of affordable housing, in particular the shurp decline in condominium construction, can be partially
attributed to the rise in construction defect litigation. The increased litigation has forced many homebuilders to
stop building affordable condominiums and townhouses, which is often the only viable option for first time home
buyers. SB 800 answers the overriding concerns expressed by builders, insurers and homeowner advocates and
would pave the way fer new condominium construction, which is often an integral part to a county’s smart growth
plan.

Groups often known to be adversaries, including the California Building Industry Association, Consumer Attorneys

of California and Personal Insurance Federation have come together to support SB 800,
For these reasons, the San Diego County Board of Supervisors urges you to approve SB 800.

iycetely,

RON ROBERTS
Chairman

Board of Supervisors
RR/sia

cc: California State Association of Counties
Urban Counties Caucus

(800) 666-1917

()

;I LEGISLATIVE INTENT SERVICE
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San Diego Association of Governments PE- 82

COuNTY ADMINISTRATION CENTER » 1600 PACIFIC HIGHWAY, RoOM 335 « San DIEGO, CALIFORNIA 92101-2470
(619) 531-5544 « Fax: (619) 531-6262 « E-Mail: Ron-Roberts@co.san-dlego.ca.us
www.renraberts.com )
@ Printed on recycled paper
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LAW OFFICES OF

NIELSEN, MERKSAMER,
PARRINELLO, MUELLER & NAYLOR, LLP

A LIMITED LIABILITY PARTNERSHIP INCLUDING A PROFESSIONAL CORFORATION

MARIN COUNTY 770 1. STREET, SUITE 800 SAN FRANCISCO
« 591 REDWOOD HICHWAY, #4000 SACRAMENTO, CALIFORNIA 95814 TWO EMBARCADERO CENTER, SUITE 200
MILL VALLEY, CALIFORNIA 94941 SAN FRANCISCO, CALIFORNIA 94111
TELEPHONE (916) 446-6752 TELEPHONT (415) 389-6800

TELEPHONE (415) 389-6800

FAX (415} 388-6874 FAX (916) 446-6106 FAX (415) 388-6674

September 10, 2002

The Honorable Gray Davis
Governor of California
State Capitol Building
Sacramentc, CA 95814

Attn: Mr. Mike Gotch, Legislative Secretary ~
Ms. Ann Richardson, Deputy Legislative Secretary §
[{e}
Re: SB 800 (Burton) - Housing: Construction (Support}) s
o
Dear Governor Davis: 8
On behalf of the County of San Diego, I am writing to s
raspectfully urge you to approve SB 800. As you know, this bill O
would aid in alleviating California's housing crisis by 5
substantially improving existing construction defect law. San ]
Diego County itself is experiencing an unmatched housing crisis, ﬂ
as new home construction cannot keep pace with its growing zZ
population. E
The lack of affordable housing, in particular the sharp u
decline in condeminium construction, can be partially attributed E
to the rise in construction defect litigation. The increased 3
litigation has forced many homebuilders to stop building @
affordable condominiums and townhouses. SB 800 answers the 8
overriding concerns expressed by builders, insurers and homeowner =
advocates and would pave a new way for new condominium oy
construction, which is an integral part to San Diego County's wet
growth. sty

For these reasons, the County of San Diego urges you to
approve SB 800. Thank you for your consideration of this
measure.

Sincerely,

(7Z§a es C. Gross

PE - 83
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Thank you for your consideration of our views, and please feel free to have your staff call Sandy Fried or

me at (916) 445-9924, if we can provide further information.

An

Sincerely,

Stephen A. Arditti
Assistant Vice President and Director
State Governmental Relations

cc: Senator Dede Alpert
President Richard C. Atkinson
Senior Vice President Bruce B. Darling
Provost and Senior Vice President C. Judson King
Vice President Michael Drake
Secretary for Education Kerry Mazzoni
Director of Finance B. Timothy Gage

[3:01-02/2b1230.gov.p2.doc slffcis]
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September 6, 2002

Honorable Gray Davis, Governor
State of California

State Capitol Building
Sacramento, CA 95814

Re: SB 800 (Burton/Wesson) — Suppoit
Dear Governor Davis:

On behalf of the Congress of California Seniors, 1 urge you to sign SB 800 into law.
This construction defects bill is the resuit of lengthy negotiations and enjoys strong
bipartisan support. S8 800 passed on a 33-0 vote in the Senate and an 80-0 vote in
the Assembly. :

5B 800 serves consumers by ensuring that they can recover complete damages for
construction defects. The bill specifically defines construction defects so that
homeowners can recover for many defects that were barred by the California Supreme
Court's Aas decision. Now homeowners will not have to wait for the house to burn
down before they can get a defective electrical system repaired.

Second, the bill requires homeowners to comply with a new pre-litigation procedure that
gives builders an opportunity to repair defects before a lawsuit is filed. If the defects
are not repaired to the homeowner's satisfaction, the homeowner can go to court and
retains all his legal rights. We hope you will sign this tandmark legislation on
construction defects.

Sincerely,

Hillie i

William Powers
Legislative Director

WP:ef
cc: Senator Burton
Assemblymember Wesson

CONGRESS OF CALIFORNIA SENIORS

(800) 666-1917

LEGISLATIVE INTENT SERVICE
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Personal Insurance Federation of California

Colifornia’s Personal Lines Trade Association
REFRESENTING THE LEADING AUTOMOBILE AND HOMEOVYNERS INSURERS
Progressive » State Farm « Fariners + 215t Cevtury Insurance Group * SAFECO

September 3, 2002

Honorable Gray Davis, Governor
State of California

State Capitol, Governor’s Office:
Sacramento, CA 95814

sTAFF  Re: Signature Request on $B 800 (Burton and Wesson)

Dan Dunimoyer ,
mesidem Dear Governor Davis:

iane Calborn
Vice l’msl’dc[:)vt of tegistive  The Personal Insurance Federation of California (PIFC), which represents insurers who provide
& Reguiwory Afois construction dispute resolution insurance lo subcontractors throughout the state of California,
Michael Gunning ~ Supports SB 00 co-authored by Senator Burton and Assemblyman Wesson. .
Senior Legislotive Advacate
Jerey Davies  SB 800, among other things, provides for the right of a homebuilder fo repair any alleged
Director of Conmmunications  defects raised by the homeowner. This right to repair is provided as long as the homeguilder
responds in a timely manner (120 days) to the homeowner’s request for repairs. SB 800 also
provides a number of definitions regarding construction defects and actionable iterns regarding
the consiruction of residential property. Finally, $B 800 makes changes to the statute ofs
limitation of various construction defects if a homebuilder complies with the obligations
contained within SB 800.

PIFC sup‘ports SB 800, as it will bring some degree of predictability to the dispute resolution .
process for new construction that occurs after January 1, 2003. It is our hope that as a result
of this measure there is less need to litigate construction defects and greater likelihood for
homebuilders to respond to consumer complaints, It is also our hope that when a general
contracfor immediately addresses a homeowner’s request, protracted and expensive litigation
) can be avoided by all parties. :

Although SB 800 makes positive changes to California’s construction dispute resolution
process, PIFC has concerns that the problems surrounding the insuring of subcontractors is
inadequately addressed by this measure. This concern is great because PIFC members have
historically provided construction dispute resolution insurance for numerous subcontractors.
This type of coverage has all but dried up in California as a result of California’s complex,
costly, and cumbersome litigation process. As a result of the fact that SB 800 does not
adequately address these challenges, this measure may fail to provide the sufficient certainty
and clarity for subcontractor insurers to want to assume greater risk in the construction
dispute resolution process. For this reason, one of the goals of this measure -~ to make
insurance more available and affordable -- may not be achieved for subcontractors.

(800) 666-1917

%/ LEGISLATIVE INTENT SERVICE

Notwithstanding these concerns, FIFC supports 8B 800 because it is a positive step towards >%
improving the construction dispute resolution process, We are committed fo continue to work :“'-
with all parties fo further expand new reforms in this area to provide affordable insurance to an®
subcontractors and affordable housing to California consumers. For this reason, we urge o
your signature on SB 800. If you have any questions regarding our position, please
.. tact me at (216) 442-6646.
* y ‘
\‘__ i
5
ce;  The Honorable John Burton, Author
The Honorable Herb Wesson, Author
The Honorable Darrell Steinbersg
Lynn Schenk, Chief of Staff
Mike Gotch, icgislntive Afairs Secretary
Richard Figueroa, Deputy Legislative Secretary
Ann Richardson, Deputy Legislative Seerviary
Kari Dohn, Policy Director SE0800-Covilos
PE - 86
1
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0f American Insurers ® ponnan@allianceai.org

September 5, 2002

The Honorable Gray Davis
Governor

State Capitol Building
Sacramento, CA 95814

Senate Bill 800 (Burton)
Alliance Position: Veto Requested

Dear Govarnor Davis;

I am writing on behalf of the members of the Alliance of American Insurers to
respectfully request your veto of SB 800. The Alliance is a national trade
association of over 400 property and casualty insurance companies, a few of
whom still write coverage for residential construction liability in California,

(800) 666-1917

Despite assertions by the authors, we were not invited to participate nor were we
involved in negotiations over this bill. The language in this bill first appeared
‘ ) during the last week of session, giving the public no opportunity to discuss
- or debate this bill.

SB 800 would mandate a home warranty program for all new residential
construction. While we support this provision, we oppose other prowstons in the
bill:

1. SB 800 creates a comprehensive list of actionable defects which go
far beyond existing law and restore strict product liability. By
amending these new standards into statute, SB 800 overturns the Aas v.
Superior Court £2000) 24" Cal 4" 627 decision limiting construction defect
actions to personal injury or economic loss. This was the intent of SB 355
by Sen. Martha Escutia (co-author of SB 800) before it was amended late
in the session. In its opinion, the majority of the Court said the Legislature
rmay wish to consider establishing minimal safeguards for repair of life-
threatening construction defects. Most of SB 800 is devoted strict
standards for moisture barriers for retaining walls, sidewalks and decks,
among other things, which will accelerate litigation over mold damage.
Homeowners will be able to sue builders on speculative "injury,"
demanding compensation for cost of repairs and future loss of value. The
courts will be flooded with many more lawsuits than will be resolved by the
voluntary repair process in Chapter 4 of the bill.

m5 %%/ LEGISLATIVE INTENT SERVICE
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2. SB 800 fails to address excessive insurer defense costs and losses
due to additional named insureds. SB 800 does not address the need
to limit insurers defense obligations imposed by case law on
subcontractors to defend general contractors where subcontractors have
no fault. This is @ major cost driver in commercial general liability policies.

3. The voluntary repair process is a sham, ieaving the door wide open
to individual and class acfion lawsuits following completion of
repairs:

e« Sec. 8912(c) mandates builders to respond to written complaints.from
claimants within 30 days with copies of all plans, specifications grading
plans, soils reports, public reports, etc. Not only is this an unreasonable
time frame, it provides plaintiffs attorneys with all the ingredients for a
“fishing expedition" for class actions against the builder.

(800) 666-1917

« Sec. 917. By participating in the voluntary process, a builder assumes
liability for "all violations," -even though there has not been any civil
determination of liability. This opens up the builder and the insurer for
subsequent class actions under the strict product liability doctrine.

e Sec. 918. Offer to repair must be accompanied by an offer of mediation,
giving the homeowner a chance to introduce new demands. This is self-
defeating to the voluntary repair procedure.

+ Sec. 921. Repairs must be completed within 120 days of commencement.
This is an unreasonably short timetable, designed to create failure. Any
failure by the builder to stay on the statutory time schedule triggers tort
remedy,

.I LEGISLATIVE INTENT SERVICE

e,

« Sec. 922. Videotaping of repairs is designed to permit lawsuits over the st}
repair process rather than results, as permitted under the strict liability H
doctrine. :

Our strongest objection to this bill is contained in Section 916(e), which creates a
statutory right for a builder to name an insurance carrier "responsible for its
contribution to the unmet (construction) method.” This leaves no authority under

‘the policy contract between the policyholder (builder) and insurer to allow the

insurer to conduct its own investigation of the claim to determine coverage.

PE - 88
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SB 800, if enacted, will do nothing to restore the insurance market for
commercial property and liability coverages. For this reason, we urge you to
VETO 8B 800.
Sinceraly,

M b
Peter Gorman :
Vice President and Regional Manager

Copy to Leora Fain, FAIN/PAHOS GOVERNMENTAL ADVOCATES, INC

PE - 89
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. , 501 Second Street, Suite 212
San Francisco, CA 94107

Septe(r%%sgrqf; 2

EMERALD

The Honorable Gray Davis
Governor

State Capitol

Sacramento, CA 95814

Re: Supbort for Construction Dispute Resolution Reform — SB 800

Dear Governor Davis:

Emerald Fund, Inc., is writing to support wigent changes to the construction defect litigation
system so that quality condominium and town houses will be built and made available to the
workforce in the Bay Area. We recommend that SB 800 be signed to change policy to allow for
an alternative dispute resolution system for construction defects, provide consumer protection for
quality housing products, and provide builders and conttactors with access to affordable
insurance. The current construction defect litigation system has chilled the production of
compact housing such as condominiums and townhouses.

The lack of affordable housing in the Bay Area close to employment centers is presenting an
increasingly difficult challenge to the recruitment and retention of a qualified workforce. Lack
of housing for vital community employees such as teachers, police, firefighters and other public
safety workers is undermining the viability and structure of the community. The current housing
crisis is a clear threat to sustaining long-term economic prospetity and quality of life.

In concert with other Bay Area Council member companies, Emerald Fund, Inc., has adopted a
goal of achieving an adequate housing supply within the region affordable to the full population.
Emerald Fund, Inc., actively supports Smart Growth and more efficient land use. However, in
order to provide an adequate housing supply of sufficient affordability and to increase the
efficiency of land use, the marketplace must encourage construction of higher density attached
homes. Unfortunately, the proliferation of inappropriate and groundless construction defect
litigation has driven quality builders out of the business. This situation must be remedied to
meet the needs of all Californians and to promote a saner, smarter land use pattern.

Passage of these bills with the suggested approach will be a major step toward encouraging the
construction of more housing affordable to the workforce in California while protecting the
homeowner and advancing Smart Growth.

~Oshorn Ericks
President, Emerald Fund,nc.

SOE:am

T:\soc\gd letler 9-11-02
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SOLANO&IAPA BUILDERS EXCRANGE

135 CAMINO DORADO NAPA,CA 94558-6213
(707) 255-2515 FAX (707) 2565-2749
www.snbe.com

September 9, 2002

The Honorable Gray Davis
Governor, State of California
State Capito]

Sacramento, CA 95814

Re: Support for Construction Dispute Resolution Reform — SB 800

Dear Governor Davis:

The Solano-Napa Builders Exchange is writing to support urgent changes to the construction
defect litigation system so that quality condominium and town houses will be built and made
available to the workforce in the Bay Area. We recommend that SB 800 be signed to change
policy to allow for an alternative dispute resolution system for construction defects, provide
consumer protection for quality housing products, and provide builders and contractors with
access to affordable insurance. The current construction defect litigation system has chilled the
production of compact housing such as condominiums and townhouses.

The lack of affordable housing in the Bay Area close to employment centers is presenting an

increasingly difficult challenge to the recruitment and retention of a qualified workforce. Lack

of housing for vital community employees such as teachers, police, firefighters and other public

safety workers is undermining the viability and structure of the community. The current housing
_crisis is a clear threat to sustaining long-term economic prosperity and quality of life.

In order to provide an adequate housing supply of sufficient affordability and to increase the
efficiency of land use, the marketplace must encourage construction of higher density attached
homes. Unfortunately, the proliferation of inappropriate and groundless construction defect
litigation has driven quality builders out of the business. This situation must be remedied to
meet the needs of all Californians and to promote a saner, smarter land use pattern.

Passage of these bills with the suggested approach will be a major step toward encouraging the
construction of more housing affordable to the workforce in California while protecting the
homeowner and advancing Smart Growth.

Very truly yours,,
SOLANO-NAPA BUILDERS EXCHANGE

Erma Stevenson ,
Executive Vice-President

“HELPING TO BUILD A BETTER TOMORROW SINCE 194g”

SB 800 LEG. HIST. 000367
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September 4, 2002

The Honorable Gray Davis
Govemor

State Capito!

Sacramento, CA 95814

Re: Support for Construction Dispute Resolution Reform - SB 800

Dear Governor Davis:

Citation Homes Central is writing to support urgent changes to the construction defect litigation system
so that quality condominium and town houses will be built and made available to the workforce in the
Bay Area. We recommend that SB 800 be signed to change policy to allow for an alternative dispute -

resolution system for construction defects, provide consumer protection for quality housing products, I~
and provide builders and contractors with access to affordable insurance. The current construction >
defect litigation system has chilled the production of compact housing such as condominiums and &
townhouses. i@
‘ S
The lack of atffordable housing in the Bay Area close to employment centers is presenting an e
increasingly difficult challenge to the recruitment and retention of a qualified workforce. Lack of
housing for vital community employees such as teachers, police, firefighters and other public safety ﬁ
workers is undermining the viability and structure of the community. The current housing crisis is a P
) clear threat to sustaining long-term economic prosperity and quality of life. u
In concurt with other Bay Area Counml member companies, Citation Homes has adopted a goal of E
achieving an adequate housing supply within the region affordable to the full population. Citation Z
Homes actively supports Smart Growth and more efficient land use. However, in order to provide an g
adequate housing supply of sufficient affordability and to increase the efficiency of land use, the =
marketplace must encourage construction of higher density attached homes. Unfortunately, the ;jn
proliferation of inappropriate and groundless construction defect litigation has driven quality builders (u_g
out of the business. This situation must be remedied to meet the needs of all Californians and to -
promote a saner, smarter land use pattern. ~
=:.-
Passage of these bills with the suggested approach will be a major step toward encouraging the ‘:EE
L4

construction of more housing affordable to the workforce in California while protecting the
homeowner and advancing Smart Growth.

Chief Financial Officer

PA/w]

CITATION HOMES Mailing Address:

404 Saratogs Avenus, Suita 100 P.0. Box 58471
Santa Clara, CA B86050-7082 Sants Clare, CA 05052-8171PE - 92

(4208 885-8000 Telefax: (408} 8B85-8050

SCS Development Co.
- oGl S 0S0E




W Santa Clara Valley Housing Group, Inc.

September 4, 2002

The Honorable Gray Davis
Governor

State Capitol

Sacramento, CA 95814

Re: Support for Construction Dispute Resolution Reform —~ SB 800

Dear Governor Davis:

Santa Clara Valley Housing Group (“SCVHG”) is writing to support urgent changes to the construction
defect litigation system so that quality condominium and town houses will be built and made avajlable to
the workforce in the Bay Area. We recommend that SB 800 be signed to change policy to allow for an
alternative dispute resolution system for construction defects, provide consumer protection for quality
housing products, and provide builders and contractors with access to affordable insurance. The current
construction defect litigation system has chilled the production of compact housing such as condominiums

and townhouses.

The tack of affordable housing in the Bay Area close to employment centers is presenting an increasingly
difficult challenge to the recruitment and retention of a qualified workforce. Lack of housing for vital
) community employecs such as teachers, police, firefighters and other public safety workers is undermining
the viability and structure of the community. The current housing crisis is a clear threat to sustaining long-

term economic prosperity and quality of life.

In concert with other Bay Area Council member companies, SCVHG  has adopted a goal of achieving an
adequate housing supply within the region affordable to the full population. SCVHG actively supports
Smart Growth and more efficient fand use. However, in order to provide an adequate housing supply of
sufficient affordability and to increase the efficiency of land use, the marketplace must encourage
construction of higher density attached homes. Unfortunately, the proliferation of inappropriate and
groundless construction defect litigation has driven quality builders out of the business. This situation must
be remedied to meet the needs of ali Californians and to promote a saner, smarier iand use patiern.

Passage of these bills with the suggested approach will be a major step toward encouraging the construction .
of more housing affordable to the workforce in California while protecting the homeowner and advancing

Smart Growth.

Sincerely,

e

otovec
Construction Manager

PA/lwl
PE - 03

404 Saratoga Avenue, Suite 100 Mailing Address:
Sanla Clara, CA 95050-7062 P.Q. Box 58171
Facsimile: 408/985-6050 . Santa Clara, CA 95052-8171 ~

SB 800 LEG, HIST, 000369 !
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404 Saratoga Avenuc, Suite 100

D AWARD Fac (GORSRS 6030
HOMES

September 4, 2002

The Honorable Gray Davis
Governor

State Capitol

Sacramento, CA 95814

Re: Support for Constraction Dispute Resolution Reform — SB 800
Dear Governor Davis:

Award Homes Inc. is writing to support urgent changes to the construction defect litigation system so that
quality condominium and town houses will be built and made available to the workforce in the Bay Area.
We recommend that SB 800 be signed to change policy to allow for an alternative dispute resolution
system for construction defects, provide consumer protection for quality housing products, and provide
builders and contractors with access to affordable insurance. The current construction defect litigation
system has chilled the production of compact housing such as condominiums and townhouses.

The lack of affordable housing in the Bay Area close to employment centers is presenting an increasingly
difficult challenge to the recruitment and retention of a qualified workforce. Lack of housing for vital
community employees such as teachers, police, firefighters and other public safety workers is undermining
the viability and structure of the community. The current housing crisis is a clear threat to sustaining long-
term economic prosperity and quality of life.

In concert with other Bay Area Council member companies, Award Homes has adopted a goal of achieving
an adequate housing supply within the region affordable to the full population. Award Homes actively
supports Smart Growth and more efficient land use. However, in order to provide an adequate housing
supply of sufficient affordability and to increase the efficiency of land use, the marketplace must encourage
construction of higher density attached homes. Unfortunately, the proliferation of inappropriate and
groundless construction defect litigation has driven quality builders out of the business. This situation must
be remedied to meet the needs of all Californians and to promote a saner, smarter land use pattern.

Passage of these bills with the suggested approach will be a major step toward encouraging the construction '

of more housing affordable to the workforce in California while protecting the homeowner and advancing
Smart Growth.

Sincerely,

Stephen E. Schott
President

PA/Iwl

SB 800 LEG. HIST. 000370

(800) 868-1917
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September 6, 2002

The Honorable Gray Davis
Governor, State of California
State Capitol, First Floor
Sacramento, CA 95814

RE: SB 800 (D-Burton) - Construction Defects - Stgnature Requested

Dear Governor Davis:

N~

»

* On behalf of the members of the California Apartment Association, | am writing to é

request your signature on SB 800 (Burton), legislation that will change the way e

construction disputes are resolved in California. 3

Past legislative efforts to accomplish construction dispute resolution reform have failed W

as California’s housing crisis has worsened. It's been 15 years since California built the )

humber housing units it needs for its citizens. &

13}

(73]

By ensuring that constructlon problems in a new home are addressed quickly and with E

the goal of fixing those problems an the spot, SB 800 will reduce the need for lawsuits =

to resolve disputes. A reduction in litigation will translate into lower insurance costs =

and, thereby, more affordable housing, particularly condominiums and townhomes that g

have been the target of class-action lawsuits. SB 800 is the right approach to dealing E

with a decades-old problem and helping to increase the supply of affordable housing. %)

: O

The California Apartment Association is an organization of 50,000 rental property -

owners and managers who are responsible for 2 million rental housing units in the State ™
of California. They respectfully request your signature on this legisiation. :-' :.
. ..l:

Respectfully,
CALI)EQ.R_N IA APARTMENT ASSOCIATION

?_\\ ) : | l
l’ \ij Qﬁi_)‘\# Fnsws JENSREESNI
By

Debra 1.. Carlton
Staff Vice President
Policy and Research

980 Ninth Strecl, Suite 2150 Saciomento, Collomia 95614-2741 ~ (916]447-7881 « (916) 447-7903 FAX PE - 95
(800) 967-4222 + www.coanet.org

=
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PROPIRTIES .

September 4, 2002

The Honorable Gray Davis

Governor &=
State Capital =
Sacramento, CA 95814 8
. =)
Re:  Construction Dispute Resolution Reform ~ SB 800 &
Dear Gray:
I am writing to urge you to sign the Construction Defect Senate Bill 800. The passage of
o this Bill will be a first step toward resolving the affordable housing issues in the State of
) California,

Thank you for your support.

%%/ LEGISLATIVE INTENT SERVICE

PE - 96

1670 WILLOW ROAD, SUITE 200, PLEASANTON, CA 94588-2710 925.463.1122 FAX 925.463.0832
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Wi» & Door Manufacturers Associarion
xq00 E, Toulry Avenue, Suste 470
Des Piaines, Hlinois 600r8-3337

Phone 847.299.5200
Fax 847.209.1286
£onail admin@wdma.com

ww, wdma .com

September 18, 2002

Dear Governor Davis:

We are writing to you regarding SB 800 (Burton). Our associations have major concerns about
this bill’s negative impact on important parts of the building industry. lmportant interest groups
within the building industry did not participate in the crafting of this bill. The actual impact of
this legislation may have the opposite effect of ils sponsors” intent.

The undersigned include the Window & Door Manufacturers Association and the American
Architectural Manufacturers Association, industry asseciations which represent window and door
_manufacturers nationwide. Some of the provisions of SB 800 are of great concern to us and to
many other leading manufacturers of building products.

(800) 686-1917

Qur agsociations’ success depends, in part, upon increasing the supply of affordsble housing and
reducing the volume of construction defect litigation. Therefore, we share the sponsors’ goal.
For the reasons discussed below, however, we believe that the bill will have the opposite effect of
its sponsors’ intent--it will increase the costs of windows and doors in Califoria and, ultimately,
the cost of homes. Additionally, due t the vagucncss of many of its provisions, we fear that the
bilt will increasc the volume of litigation.

The provisiens of the bill do not reflect a consensus within the building industry. The building
groups that participated in negotiations which led to this bill were representatives of the home
builders only and not representatives of other important segments of the industry that are involved
in the home-building process--the subcontractors, suppliers, and manufacturers,

We have a namber of concerns with SB 800. One major concem pertains to the “standards™
contained in “Chapter 2. Actionable Defects,” particularly those pertaining to doors and windows
in Sections 896(a)(1), (2), and (3). For example, Section 89G(2)(2). provides that a window
system 15 defective if it allows “water to pass beyond, around, or through the window." This
provision makes no exceprion for a window system which is designed in a way to allow water to
harmlessly drain outside of the home. This could, potentially, make a window manufacturer
liable for every one of its windows installed in California. Moreover, the “'standards” set forth in
SB 800 make no distinction between the performance of 2 window or door and the performance
of an installed window or door. This could make window and door manufacturers responsible for
installation defects even when the manufacturers are not involved in the product selection or
installation process which is usually the case. Adl of this would result in a significant cost to
" California homeowners.

!/ LEGISLATIVE INTENT SERVICE
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Window & Door Mamufaciurers Aasaciation
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Section 896 also does not take into account that windows and doors are designed and
manufactured to specific performance levels. These products are rated and classified for
particular uses. Different product applications require different levels of product performance.
Windows and doors are rated by independent certification agencies to insure they meet their
specific design specifications.  Selecting the appropriate product for the application (which
usually is not done by the manufacturer) is crucial. SB 800 ignores all of this and replaces the
well-tested, long-standing industry standards with costly, broadly worded and virtually
vnamtainable state-mandated performance standards.

By ignoring the fact that windows and doors are designed and manufactured to specific
performance levels and holding manufacturers potentially responsible for the selection and
assembly of products, SB 800 would force window and door manufacturers ta sell in California
only the most costly products with the highest performance levels. For example, windows
designed for use in a olimate such as Palm Desert would not be suitable in 2 home in Mendocino.
Similarly, the performance level of windows designed for use in a climate such as Mendocino
would not b¢ needed in (and would add additional cxpenses to) a home in Palm Desert,
Homeowners in Califomia should not be required to pay for products which have performance
levels not needed in their circumnstances., ’

Our associations strongly believe that Califomia law should contain specific statements of
.expected performance criteria for windows and doors (i.e., the produots should meet or exceed

the applicable level of performance set forth in industry standards or in the manufacturer's
warranty, if greater). The bill should also define the scope of the separate responsibilities of
builders, manufactures, installers, etc. (i.e., product manufacturers should be not responsible for
product selection and product installation unless they are directly involved in the process).

We understand that significant players in the construction defect litigation process were part of an
agreement that is contained in SB 800. Unfortunately, significant segments of the industry were
not--resulting in a bill that protects the economic interests of the builders at the expense of the
manufacturers, subcontractors, suppliers and, ultimately, the California consumer.

We would appreciate the opportunity to meet with you to further discuss our concems. Should
you choose 10 sign SB 800, we urge you {o consider the need for legislation next year to address
these concerns.

Respectfully,

%*-—

MANUFACTURNERS ASSOCIATION

(800) 666-1917

/ LEGISLATIVE INTENT SERVICE
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August 29, 2002 American Farmiland Trust

" California State Assembly
State Capital
Sacramento, CA 95814

Dear Assembly Member:

As a member of the Job-Center Housing Coalltion, I am writing to urge you to support
$B 800 (Burton), a consensus bill to change the way construction disputes are resolved
in Callfornia and revitalize the state’s beleaguered condominium market.

Past legislativa efforts to accomplish construction dispute resolution reform have failed
as California‘s housing c¢risis has worsened. It's been 15 years since California built the
number of affordable condominiums and townhomes it needs, with construction over
the last eight years dropping off dramatically - down 84 percent since 1994.

SB 800 represents a breakthrough and a real opportunity for both homeowners and
homebuyers to benefit. By ensuring problems that may arise in a new home are
addressed quickly and with the goal of fixing those problems on the spot, SB 800 will
reduce the need for lawsuits to resolve disputes. A reduction in litigation will transiate
into lower insurance costs and, thereby, more affordable housing, particularly
condominiurns and townhomes which have been the target of class-action lawsuits.

Among other things, SB 800 will
o define construction defects; _
« create a right of homebuilders to repair problems;
« Insure that any “life safety” prablems accurting in a home are propetly

::’ LEGISLATIVE INTENT SERVICE

(800) 666-1917

addressed; and
 curb frivotous claims while preserving the rights of consumers to sue if bullders Ny
fail to perform. ash
-.'..

'SB 800 is the right approach to dealing with a decades-old problem and helping to

- increase the supply of affordable housing. I urge your support for SB 800,

Sincerely,

JULIA BERRY

LA Legislative Manager

CALIFORNIA - DAVIS OFFICE
260 Russel] Boulgvacd « Suire 1 = Davis, Cslifornia 95616
T: (530} 753-1073 + Rax: (530) 753.1120 PE-99
www.farmland.org

Natfanal Office 1200 Weh Street, NW Suire 800 Weshlngron, D.C. 30036 Vekz (202) 3349300 Faxe (202) 659805

SB 800 LEG. HIST. 000375
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August 29, 2002

RE: SB 800 (Burton) -~ SUPPORT
Dear Senator:

In May of this year, the average price of a home in San Diego County was $467,000 and in Sune, the median
price was $329,000. As a member of the Job-Center Housing Coalition, I am writing to urge you to support
Senate Bill 800 (Burton), which among other things defines construction defects, creates a right of
homebuilders to repait problems and curbg frivolous claimg while preserving the righte of consumers to sue if
builders fail to perform.

Past legislative efforts to accomplish construction dispute resolution reform have failed as California’s housing
crisis has worsened. It has been 15 years since California built the number of affordable condominiums and
townhomes it necds, with construction over the last eight years dropping off dramatically, down 84 percent
since 1994,

) Senate Bif] 800 represents 2 breakthrough and a yeal opportunity for both homeowners and homebuyers to
benefit. By ensuring probleras that may arise in a new home are addressed quickly and with the goal of fixing
those problems, Senate Bill 800 will reduce the need for lawsuits to resolve disputes. A reduction in litigation
will translate into lower insurance costs and, thercby, more affordable housing, particularly condominiums and
townhomes which have been the target of class-action lawsuits. In May of this year, the average price of a
home in San Diego County was $467,00 and in June, the median price was $329,00. Senate Bill 800 is the frst
step to dealing with a decades-old problem and helping to increase the supply of affordable housing.

For these reasons the San Diego Regional Chamber of Commerce supports Senate Bl” 800 and respectfully
urges you to do the same.

»
»
[ )

Sincerely,

NSRS
Eugene Mitchell

Vice President, Fublic Policy

PE - 100

SB 800 LEG. HIST. 000376
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ORANGE COUNTY

2 Park Plaza, Suite 100 + Ervine, Californiz 92614.5904

“ ") BUSINESS COUNCIL

EXBLUTIV COMMITTES

CUAIRMAN
Bl Rosy
Disngylend Resort

GHAXREERSON EIEGT
Chetsrlpe Diemeg Iger, Bag.
Manatr, Fhaips & FWUIps, LL6

rhore: 949476 2242 = fax: 949 476.9240  urlwaw.ocbe.org

‘August 29, 2002

Members of the Assembly
State Capitol

(800) 666-1917

#4/ LEGISLATIVE INTENT SERVICE

(4

o

MEDWBPA&TGMWMN .
e Sacramento, CA 85814
wmatsss  Re: SB 800 (Burton) - SUPPORT
Prast & Young
BCONOMIC BPATLOPN: Dear Assembiy Member.
IG CT As a member of the Job-Center Housing Coalition, the Orange County
RS Business Council (OCBC/Business Council) urges your support of SB 800
< Tho o G (Burton), a consensug bill to change the way construction disputes are resoived
VICH CRARMAN, in California and revitalize the state's beleaguersd condominium market.
BB Gonsulbing Groupy fme. Past legislative efforts to accomplish construction dispute resolution reform
ST, have failed as California’s housing crisis has worsened. SB 800 represents a
- ], o o breakthrough on this threat to affordable homeownership in California, By
' ) or Sporedon ensuring that new-home construction problems are addressed quickly and
TR AT responsively, SB 800 will shorten wait times for repairs and reduce the need for
The RubertHoyer s lawsuits to resolve disputes. A reduction in hhgaﬁon will franslate into fewer
VICS CHstBNAR hassles for homeowners and homebullders, lower insurance costs ail the way
WORKFORCE DEVELOTMENT around, and more affordable housing.
chard 1. Strphers
The Bowdng Contpany
Among other things, S8 800 will
“EXSCUTIVE SEAFE » Define construction defacts;
FRESIRNT & C30 « Ensure that homebuilders have the opportunity fo repair problems;
5 Ol » Ensure that any "life safety” problems occurring in a home are properly
B =l addressed: and
Julle Puentcs ¢ Curb frivolous claims while preserving the rights of consumers to sue-if
e ary builders fail to perform. :
_——
— §B 800 is the right approach to this issue. Again, we urge your support. Thank
BeoOmC & you for your consideration.
‘WOKKFORCE DEVELOPMENT
Panl Corzs, )
YICR PRESIDENT, Smcerely,
FINANGE & ADMINISTRATION -
Dance Parense %{m :)ﬁ 12 ” .
Stan Oftelie ie Puentes
President & CEO - Executive V.P, Public Affairs
PE - 101

SHAPING ORANDE COUNTY’S ECONOMIC FUTURE HLEGISLATIEH - 2001-2002\sb 500 doc
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VENTURA AFFORDABLE HOMES, INC.

128 S. California Street, Suite C, Ventura CA 93001
August 29, 2002 | (805)643-8269 » fax (805)643-5823

The Honorable Hannah-Beth Jackson
State Assemblymember
Sacramento, Ca,

Dear Hannah-Beth:

As a member of the Job-Center Housing Coalition, I am writing to urge you to support
SB 800 (Burton), a consensus bill to change the way construction disputes are resolved
in California and revitalize the state’s heleaguered condominium market.

Past legislative efforts to accomplish construction dispute resolution reform have failed

as California’s housing crisis has worsened. s been 15 years since California built the

number of affordable condominiums and townhomes it needs, with construction over
the last eight years dropping off dramatically — down 84 percent sinca 1994.

SB 800 represents a breakthrough and a real opportunity for both homeowners and
homebuyers to benefit. By ensuring problems that may arise in a new home are
addressed quickly and-with the goal of fixing those problems on the spot, SB 800 will
reduce the need for lawsuits to resolve disputes, A reduction in litigation will translate
Into lower insurance costs and, thereby, more affordable housing, particularly
condominiums and townhomes which have been the target of class-action lawsuits.

Among other things, SB 800 will
+ define construction defects;
= create a right of homebuilders to repair problems;
* insure that any “life safety” problems occurring in a home are properly
addressed; and

+ curb frivolous claims while preserving the rights of consumers to sue if buildérs
fail to perform.

S8 800 is the right approach to dealing with a decades-old problem and helping to
increase the supply of affordabie housing. I urge your support for SB 800.

Sincerely,

3

cobs

Lynn L
-President

(800) 666-1917

PE-103

SB 800 LEG. HIST. 000378 -
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August 29, 2002

Senator Richard Alarco’n \MuwmmlmVE :OMMm(uiwl MnﬂN.
State Capitol : » Sineraan
Sacramento, CA 95814

Dear Senator Alarcon:

As a member of the Job-Center Housing Coalition, the Valley Industry and Commerce -
Association (VICA) is writing to urge you to support SB 800 (Burton), a consensus bill to
change the way construction disputes are resolved in California and revitalize the state’s
beleaguered condominium market.

Past legislative efforts to accomplish construction dispute resolution reform have failed
as California’s housing crisis has worsenad. It's been 15 years since California built the
number of affordable condominiums and townhomes it needs, with construction over
the last eight years dropping off dramatically — down 84 percent since 1994.

'SB 800 represents a breakthrough and a real opportunity for both homeowners and
homebuyers to henefit. By ensuring problems that may arise in a new home are
addressed quickly and with the goal of fixing those problems on the spot, SB 800 will
reduce the need for lawsuits to resolve disputes. A reduction in litigation will translate
into lower nsurance costs and, thereby, more affordable housing, particularly
o ) - condominiums and townhomes which have been the target of class-action lawstiits,

Arnong other things, SB 800 will
« define construction defects;
« create a right of homebuilders to repair problems;
» insure that any “ife safety” problems occurring in a home are properly
-addressed; and
o curb frivalous daims while preserving the rights of consumers to sue if builders
fail to perform.

SB 800 is the right approach to dealing with a decades-old problem and heiping to
increase the supply of affordable housing. VICA urges your support for S8 800,

* Sincerely, _
! . Fred Ggiré . Brad Rosen im
VICA Chairman of the Board VI Land Use Co-Chairman
:/Jh‘
N . ‘ PE -
6121 Van Nuys Blvd. m Suite 203 » Shermun Qaks, CA 914031458 e fu1 (818) 8170545 » fax (B18) N7 TOH = emall vica@vica com = website wwwvicarom

@ Printed on tymind papee
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CONSUMERS®
MIFIRST INC.

-Nexus hetween Consumers & Cummeres

August 29, 2002

Dear Assembly 'Member:'

As a member of the Job-Center. Housing Coalition, I am writing to urge you to sugiport
SB 800 (Burton), a consensus bill to change the way construction disputes are reshlved
in California and revitalize the state’s beleaguered condominium market.

as California’s housing crisis has worsened. It's been 15 years since California bui} the

Past legislative efforts to accomplish construction dispute resolution reform have c}iled

number of affordable condominiums and townhomes it needs, with construction

ver

the last eight years dropping off dramatically — down 84 percent since 1994.

5B 800 represents a breakthrough and a real oppoitunity for both homeowners and
homebuyers to benefit. By ensuring problems that may arise in a new home are
addressed quickly and with the goal of fixing those problems on the spot, SB 800 pill
reduce the need for lawstits to resolve disputes. A reduction in litigation will trandlate
into lower insurance costs and, thereby, more affordable housing, particutarly
condominiums and townhomes which have been the target of class-action lawsuitg.

Among other things, $8 800 will
» define construction defects; :
« create a right of homebuilders to repair problems;

« insure that any “life safety” problems occurring in a home are properly

addressed; and

+ curb frivolous claims while preserving the rights of consumers to sue If bullders

fall to perform.

' SB 800 is the right approach to dealing with a decades-old problem and helping tg
increase the supply of affordable housing. I urge your support for S8 800.

Sincerely,

(800) 666-1917

LEGISLATIVE INTENT SERVICE

PE-104
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AMERICAN ASSOCIATION OF

BUSINESS PERSONS WITH DISABILITIES

August 29, 2002

Dear Assembly Member:

Ira Schoenholtz
President

As a member of the Job-Center Housing Coalition, I ain writing to urge you to support SB 800 (Burton), a consensus bill
to change the way construction disputes are resolved in California and revitalize the state’s beleaguered condominium

market,

Past legislative efforts to accomplish construction dispute resolution reform have failed as California’s housing crisis has
worsened. It’s been 15 years since California built the number of affordable condominiums and townhomes it needs,
with construction over the last eight years dropping off dramatically — down 84 percent since 1994.

SB 800 represents a breakthrough and a real opportunity for both homeowners and homebuyers to benefit. By ensuring
problems that may arise in a new home are addressed quickly and with the goal of fixing those problems on the spot, SB
800 wiil reduce the need for lawsuits to resolve dispules. A reduction in litigation will translate into lower insurance
costs and, thereby, more affordable housing, particularly condominiums and townhomes which have been the target of

class-action lawsuits. :

Among other things, SB 300 will
s define construction defects;

create a right of homebuilders to repair problems;

N

SB 800 is the right approach to dealing with a decades-old

-housing. I urge your support for SB 800.

Sincerely,

- Ira Schoenhoitz
President

»
» insure that any “life safety” problems occurring in a home are properly addressed; and
*» curb frivolous claims while preserving the rights of consumers to sue if buiiders fail to perform.

problem and helping to increase the supply of affordable

()

”.:l

PE- 105

Two Woodhollow e Ivine, California 92714 » Tel (949) 659-4516 o Fax

A NonProfit Assoclation

(949) 5594725
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[~ San
| Diego

Group =

Director-

Political Strategics & Public Affairs - ... 10

August 29, 2002

Dear Senator:

As a member of the Job-Center Housing Coalition, 1 am writing to urge you to support SB 800
{Burton), a consensus bill to change the way construction disputes are resolved in California and
revitalize the stdte’s beleaguered condominium market.

Past legislative efforts to accomplish construction dispute resolution reform have failed as
California’s housing crisis has worsened. It’s been 15 years since California built the number of
affordable condominiums and townhomes it needs, with construction over the last eight years
dropping off dramatically ~ down 84 percent since 1994.

SB 800 represents a breakthrough and a real opportunity for both homeowners and homebuyers to
benefit. By ensuring problems that may arise in a new home are addressed quickly and with the
goal of fixing those problems on the spot, SB 800 will reduce the need for lawsuits to resolve
disputes. A reduction in litigation will translate into lower insurance costs and, thereby, more

affordable housing, particularly condominiums and townhomes which have been the target of
class-action lawsuits. :

Among other things; SB 800 will
* define construction defects; |
create a right of homebuilders to repair problems;

[ 4

* insure that any “life safety” problems occutring in a home are properly addressed; and

s curb frivolous claims while preserving the rights of consumers to sue if builders fail to
perform,

SB 800 is the right approach to dealing with a decades-old problem and helping to increase the
supply of affordable housing. 1 urge your support for SB 800.

Sincerely,

" Johnt Wainio

SB 800 LEG. HIST. 000382

(800) 666-1917
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Consumers Coalition of California -

(a non-profit corporation)

August 28 ,2002

The Honorable Senator Debra Bowen
Membets of the California State Senate
Sacramento, California

Dear Debra:

Consumers Coalition of California(CCC) is writing to ask -ymi to support the Senate Bill 800
(Burton), “The right to Repair.” As we both come from a part of California which hag

accommodated condos and townhouses, nanely Redondo Beach, we are both aware of the
development of the arca.

Unfortunately, due to the cost of liability insurance, and the eagemess of some attarneys to
imitiate suits over repairs, the cost of afforduble housing no longer exists in the beach areas.
CCC sees this as disservice for thoss in need of housing.

Even the present low intereist rates on new home ownership cannot mitigate the problems
incurred in a lawsuit. Not only is it time consuming to enter into litigation, it is costly to bath
parties. The homeowner does not get repairs, until more extensive damage is donc by the delays.
The builder has no apportunity to repair the problems which may ensue, but the cost to the
homeowner and the builder, the time wasted in fighting, can lead to permanent and more
expensive repairs, costing the builder and his insurance company unnecessary expense.

it is tume 1o return to common sense, and CCC thanks Senator Burton for the awarencss of the
problem, and fervently hopes the bill will pass.

4/ LEGISLATIVE INTENT SERVICE

Sincerely,
\__7 A N
Vitginia Jarrow, President

P.0. Box 5276 #% Torrance, CA 90510 & Tel:310/214-3494 or 512/918-1025 PE - 107
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271 EAsT VICTORIA STRE

AN
=N THE Tows!s GROUP, INC. ®

" ASSET MANAGEMENT
CONSTRUGCTION

August 29, 2002

VIA FACSIMILE
916/442-3510

The Hoharable Brandon Castillo
California State Assembly

State Capitol

Saeramento, CA 95814

RE: SUPPORT SB 800 (Button)
Dear Assembly Member Castillo:

As a membar of the Joh-Center Housing Coalition, I am writing to urge you to support SB 800 (Burton),
a consensus bill to change the way construction disputes are resolved in California and revitalize the
state’s beleaguered condominium markeat.

Past leglsiative efforts to accomplish construction dispute resolution reform have failed as Califorpia’s
housing crisls has worsened. It's been 15 years since California bullt the number of affardable
condominiums and town homes it needs, with canstruction over the ast eight years dropping off
dramaticglly - down 84 percent since 1994

SB 800 represents a preakthrough and a reaj opporiupity for both homeowners and homehuyers to
benefit. By ensuring problems that may arise In a new home are addressed quickly and with the goal of
fixing those problems on the spot, SB 80D will reduce the need for lawsuits to resolve disputes. A
reduction n Iitigation will transiate into lower insurance costs and, thereby, more affordable housing,

_patticularly condominitims and town homes which have been the targat of dass-action lawsuits,

Amang other things, 58 800 will

define construction defects;

create a right of homebuilders to repair problems;

» insure that any “life safety” problems nccurring in a home are properly addressed; and

» curb frivojous claims while preserving the rights of consumers to sue if builders fail to perfarm.

5B 800 is the right approach to dealing with a decades-old problem and helping to increase the supply of -
‘affordable housing. I urge your suppert for S8 800, '

Sincerely,

MICHAEL TOWBES
/bir

MAILING ADDRESS: P.O. BOX 20130 SANTA BARDARA, CA » 93120-0130

4/ LEGISLATIVE INTENT SERVICE

ET, SUItg 200, SANTA BAREARA, CA « 53101 » TELEPHONE (805) 882-212]1 + FaxX (805] 588-1412

(800) 666-1917
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Commercial/Residential
Construction

Project Management
CA'Lick 6138560

Dear Assembly Membér;

As a member of the Job-Center Housing Coalition, 1 am writing to urge.you to support
SB 800 (Burton), a consensus bill to change the way construction disputes are resolved
in Californla and revitalize the state’s beleaguered condominium market.

Past legislative efforts to accomplish construction dispute resolution reform have failed
as California's housing crisis has worsened, It's been 15 years since California built the -
number of affordable condominiums and townhomes it needs, with construction over
the last elght years dropping off dramatically ~ down 84 percent since 1994,

{(800) 666-1917

SB 800 represents a breakthrough and a real opportunity for both homeowners and
homebuyers to benefit. By ensuring problems that may arise in‘a new home are
addressed quickly and with the goal of fixing those problems on the spot, SB 800 will
reduce the need for lawsuits to resolve disputes. A reduction in litigation will transiate
into lower insurance costs and, thereby, more affordable housing, particularly

) : condominiums and townhomes which have been the target of class-action lawsuits.

Among other things, SB 800 will
» define construction defects;
» create a right of homebuilders to repair problems;
» Insure that any “life safety” problems occurring in a home are properly
addressed; and .

o curb frivolous claims while preserving the rights of consumers to sue if bullders
fall to perform, '

%}/ LEGISLATIVE INTENT SERVICE

SB 800 is the right approach to dealing with a decades-old problem and helping to
increase the supply of affordable housing. I urge your support for SB 800.

Sincerely, @QQ _

Gary Politte
President
CGC Builders Inc,

..

3248 Roblar Avenue
Santa Ynez, CA3934§O
phone (80S) 693/0132 . . . )
fax (805) 693/0182 . PE - 109
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Home Buﬂders Association

OF THE CENTRAL COAST

providing quality housing and communities
August 29, 2002

RE: SB 800 (Burton)

Dear Assembly Member:

. As a member of the Job-Center Housing Coalition, I am writing to urge you to support SB 800

{Burton), a consensus bill to change the way construction disputas are resolvaed in California

and revitalize the state’s beleaguered condominium market. =
Past legislative efforts to accomplish construction dispute resolution reform have failed as §
California’s housing crisis has worsened. It’s been 15 years since California buift the number of =
-affordable condominiums and townhomes it needs, with construction over the last eight years )
dropping off dramatically — down 84 percent since 1994,
ud
SB 800 represents a breakthrough and a real opportunity for both homeowners and Q
homebuyers to benefit. By ensuring problems that may arise in a new home are addressed =
quickly and with the goal of fixing those problems on the spot, S8 800 will reduce the need for w
lawsuits to resolve disputes. A reduction in litigation will translate into lower insurance costs 5
and, thereby, more affordable housing, particularly condominiums and townhomes which have id
been the target of class-action lawsuits. c
L
Among other things, SB 800 will Z
+ define construction defects; 3
» create a right of homebullders to repair problems; 0
* Insure that any “life safety” problems occurring in a home are properly addressed: and 8
= curb frivolous claims while preserving the rights of consumers to sue if builders fall to -
perform, P
N,
5B 800 is the right approach to dealing with a decades~ord problem and heiping to increase the ‘:‘-‘:
supply of affordable housing. I urge your support for S8 800. *
Sincerely,
P. O. Box 12010 805.546-0418 : volce
. 2078 Parker Street, Suite 210 805.546.0339 : fax PE - 110
San Luis Obispo, California 93406-3010

www.hbacc.arg : internet

SB 800 LEG. HIST. 000386 = ~



JAMES S, DONEGAN, SR.
ATTORNEY-AT-LAW

JAMES 8. DONBUAN, SR., Atomey 2378 BiWAL STREET A03-7R3-2770 » BOO4TV-7773
NANCY I MONROK, Parslegat SAN LULS OBISPO, CATIFORNIA 934013000 ‘ Proxtmile 2057432779

www. ford-onegan. cam

August 29, 2002

Honarable Abel Maldonado Via Facsimile (916) 3192133
California State Asscmbly

State Capitol, Room 4015
Sacramento, CA 95814

Re: SUPPORT SB 800 (Burton)

Dear Mr. Maldonado;

As a member of the Job-Center Housing Coalition, I am writing to urge you to support SB 800
(Burton), a consensus bill to change the way construction disputes are resolved in California and revitalize
the state’s belcaguered condominium market ) :

Past legislative efforts to accomplish construction dispute resolution reform have failed as
California’s housing crisis has worsened. T has been 13 years since California built the number of

affordable condominiums and town homes it newds, with construetion over the Jast eight years dropping off
dramatically — down 84 percent since 1594,

SB 800 represents a breakthrough and a reat aopportunity for both homeowners and homebuyers to
benefit. By ensuring problems that may arise in a new hume are addressed quickly and with the goaJ of -
fixing those problents on the spot, SB 800 wilf reduce the need for lawsuits to resolve disputes. A
reduction in litigation will translate into jower insurance costs and, thereby, more affordahle housing,
partieularly condominiums and towr homes which have been the target of class-action Jawsujts,

Among other things, SB 800 will -
* s Define construction defects:
*  Create a right of homebuilders to repair problems;
*  Insure that any “fife safety” problems oceurring int a home are properly uddressed: and

¢ Curb frivolous claims while preserving the rights of consunters to sue if builders faif to
perform,

SB ¥00 is the right approach to dealing with a decades-old problem and helping to increase the
supply of affordable housing, Turge your suppott for SB 800,

ncerely,

=

ames 5. Donegan, Sr.
Attorney-at-Law

(800) 666-1917

_/ LEGISLATIVE INTENT SERVICE
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Honorable Gray Davis
Governor of California
Sacramento, CA 95814

SENATE BILL NO. 800

" Dear Governor Davis;

September 10, 2002

Pursuant to your request, we have reviewed the above-numbered bill

authored by Senator Burton and, in our opinion, the title and form are sufficient and the bill,
if chaptered, will be constitutional. The digest on the printed bill as adopted correctly reflects

the views of this office.

MRK :dil

Two copies to Honorable John L. Burton,
pursuant to Joint Rule 34,

Very truly yours,

Diane E. Boyer-Vine

Legislative Counsel
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By
Michael R. Kelly
Principal Deputy
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Insurance Woes Plague
Waestern Home Builders

By ROBERT GAVIN

March 6, 2002 -~ Western home bullders are curtailing construction plans because they can't find
liabitity-insurance coverage, or are forced to pay hefty premiums, sometimes 10 times more than they
pald in previous years,

From California to Colorado, a rise in homeowner lawsuits alleging construction defects has prompted
nearly every standard, or regulated, insurer to stop writing policies for residential building. To avoid
halting construction altogether, builders have turned to secondary, or largely unregulated, insurers that
often charge more for less coverage. In turn, that's exacerbating housing shortages and driving up
prices.

The cycle of alleged shoddy construction, lawsults and then pullbacks by insurers started during the
California condeminium boom of the 1980s. A litigation boom followed in the 1990s, as trial attorneys
and their clients filed claims before the state's 10-year-statute of limitations for construction defects
expired. As condo production fell, lawyers filed suits against single-family homes, and looked to
neighboring states to expand their practices, builders say. California lawyers say they just followed
builders who also expanded to nearby states, and continued to make the same construction mistakes.

Builders largely blame their insurance problems and the slowdown in construction on the construction-
defect lawsuits, They are pressing legislatures to make changes they hope will reduce the number of
suits and bring Insurers back to the contractor-llability market.

Indeed, Arizona and Washington lawmakers are considering proposals requiring homeowners and condo
boards to glve contractors a chance to flx preblems, or offer a cash settlement, before going to court,
California lawmakers passed a similar law In 1995, but builders say It has done little to ease their
problems. They are backing a proposal that would require a 10-year-warranty on new homes, with
repalr disputes during the warranty pericd to go through mediation or arbltration.

Trial lawyers argue the problem isn't lawsuits, but shoddy construction, and that legislators should be
cautious about limiting what is too often the only way for homeowners to get problems fixed. "What
brings on a lawsuit Is a history of problems, the develoger is unresponsive, and the [condo] association
gets fed up,” says Richard Levin, a Seattle lawyer,

Buiiders concede that, as in any industry, there are bad practitioners. But they say aggressive lawyars
have ensnared reputable bullders, too, turning minor problems into major lawsuits. "The lawyers are on
a massive shopping expedition,” says Mick Pattinson, president of Barratt American Inc., a Carisbad,

Calif., builder.
LIS - 20a
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To be sure, lawsuits aren't the only causes of builders' insurance woes. Making the situation worse are
the losses Insurers absorbed after the Sept. 11 terrorist attacks, and a cyclical downturn In the
insurance industry, which has seen investment income that helped keep premiums low fall with the
stock market. These broader forces alone likely would have meant higher rates and tighter coverage.
But the addition of canstruction claims has turned an insurance crunch into a crisis.

Whatever the cause, the effects have been dramatic, In Californla, where trial lawyers were among the
first to establish Jaw practices speclalizing In construction litigation, condo production plunged 84% to
2,945 units In 1999 from 18,691 in 1994, according to the Meyers Group, an Irvine, Calif., real-estate
research and consulting firm. During that same period, the median condo price rose 11% to $161,390,
according to the California Association of Reaitors in Los Angeles. As for the number of standard
insurers in the state, says Marc Kaplan, president of Aspen Insurance Brokers Inc. of La Mesa, Calif.,
near San Diego, there were 20 to 30 insurers in the fate 1980s; now there are no more than four.

According to the Building Industry Assoclation of Washington, 17 insurers have putied out of the state
over the past year, leaving builders without access to a single standard insurer. (The policies of
standard Insurers are backed by state funds, which guarantee claims if a company goes out of business.
Secondary insurers’ policies aren't backed by state funds.) -

Larry Sundquist, president of Sundquist Homes LLC in Lynwood, Wash,, says his liability premiums for
condo construction are 12 times higher than last year, although he is getting about a third less
coverage -- $2 million compared with $3 miliion. And while condo construction once made up half his
business, he says the two projects under way near Seattle will be his last. "You don't want to build
something and have everything a lawsuit,”

In Nevada, Ciark County District Court in fast-growing Las Vegas has seen about 200 construction-
defect cases over the past four years. Of those, nearly 170 were filed In the past two years, say court
officials. Meantime, no more than three standard insurers are issuing residential-construction policies,
compared with at least eight a few years ago, says Jim Wadhams, general counsel for the Las Vegas-
based Southemn Nevada Home Bullders Association. "This Is having a terrible effect on a boomtown that
needs new housing,” he says. '

Fred Martin, president of Martin Roofing Co. of Lemon Grove, Calif., near San Diego, had to shut down
20 work sites and lay off 30 warkers in October when two insurers suddenly decided not to issue his
company Hability policies. By the time he found coverage five days later -- at more than triple what he
paid the year before -- he had lost a $200,000 contract,

In Washington, 16 families in a "sweat equity” affordable housing program, in which they buifld most of
their homes themselves, had to stop work for a month after the sponsor couldn't get its lability
insurance renewed. Nancy Larsen-Kolakowski, executive director of Whatcom Self-Help Homes of
Bellingham, says it contacted, through insurance agents and brokers, at least 60 firms before finding
coverage more than four times the cost of the old policy.

Insurance-Industry observers say the crisis is unlikely to ease soon, or stay confined to the West. In
Florida, largely due to court cases that treated insurers more favorably, four standard insurers continue
to write construction polices. But two have pulled out in the past year, and rates have risen much as
500%, says Jo Anne Sturdevant, president of the Florida Home Builders Insurance Agency, an affiliate
of the Florida Home Bullders Association in Tallahassee.

Jeffrey Masters, a Los Angeles lawyer who advises developers on insurance issues, says contractors
could face a difficult Insurance market for several years. Legislative changes might help ease the
situation, he says, but bullders need to take other steps, such as self-insuring and improving quality
assurance. They also must get used to the idea that coverage, rather than land costs, will increasingiy
determine whether a project flies. "It used to be focation, location, location,” he says. "Now it's
insurance, insurance, insurance.”
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California Building Industry Association

L.egislation to Ease Housing Crisis
Increased Production of Affordable Candos Likely to
Result

August 31, 2002

SACRAMENTO - The Senata today passed and sent to tha Governor
fandmark lagislation overhauling the state’s construction disputa laws,
paving the way for increased production of affordable condeminiums and
townhouses and aasing the state’s chronic housing crisis.

The bill, SB 800 by Senator Prasident Pro Tem John Burton, D-San
Francisco, and Assembly Speaker Herb Wesson, D-Culver City, sats forth
specific expectations an how new homes wiil be constructed, gives builders
tha right to fix any problems that devalop before lawsuits can be filed, and
protects homeowners by giving them recourse in the event real problems
aren’t addressad.

By establishing these guidelines and by sharply raducing the amount of
frivolous lawsuits, tha bill should serve to inc¢rease the availability and
affordability of insurance to bulld condominiums and townhomaes and thus
increase the stock of new housing affordable to first-time homebuyars, sald
CBIA President Mick Pattinson.

“For more than a decade, it's been ail but certain that homebullders and
subcontractors involved in tha construction of condominiums and
townhomes would be sued,” Pattinson sald. “As a result, insurance
companies have taken a “leave of absance” when it comes to providing
coverage for condo and townhome construction, sending production
plurmmeting - down 84 percent in the past saven years.

“The passage of SB 800 will kelp rastore order to the marketplace,
encourage insurance companies to offer policlas, and allow our industry to
meet the need for quality housing that teachers, firefighters, polica officars,
and other hardworking people can afford to buy.”

The language in SB 800 was finalized just this week after months of

negotiations between CBIA, trial lawyers, and top legislative leaders, who all

agraad that the state’s growing housing affordability crists would never be
solved unless builders could resume widespread production of land-efficlent
and affardable condominfum housing. For most of the past decade, state
officials say homebullders have built nearly 100,000 units a year fewer than
needed to meet the state’s growing population.

Given California’s high land costs and a growing armount of land that's off-
limits for development, higher-density development is the only way to
produce housing that is affordable in many urban areas of the state.

The Senate passed the bill teday on a vote of 33-0. It cleared the Assembly
on Thursday by a vote of 74-0.

SB 800 inciudes the following key reforms;

® It gives homebuilders the absolute right to repair a problem. Today,
hemeowner assoclations typically file lawsuits without giving homebuliders
an opportunity to inspect purported prohlems and make rapais, if
necessary.

& By defining in statute how a newly built home should function, it sets a
high standard of quality for homeowners and, for homabuliders, a guard
against frivolous lawsuits,

@ It assigns maintanance dutles to homeowners and rasponse and repair
dutles to homebullders.

® And, while I allows homeowners to take unresolved grievances to court,
SB 800 creates opportunities for mediating disputas with homebuldars first
as a way to limit lawsuits.

“SB 800 protects both homeownars and homebuilders, and s one of the
most significant housing reforms to imake it through the Legislature in nany
years,” Pattinson suid. "Prospective homehuyers can thank Senator Burton,
Speaker Wesson, Senator Joe Dunn, Assembly Member John Dutra, and
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California Building Industry Association Page2 of 2

~ Assembly Member Darrell Steinberg, who were the key lagislative leaders in
) forging this historic compromise, I know my fellow builders and I are eager
to roll up our sleeves and build more housing for the people of California.”

& ¥ £

The California Building Industry Association is a statewide trade assoclation
represanting nearly 6,000 businesses — homebuilders, remodelers,
subcontractors, architects, engineers, designers, and other industry
prefesslonals. The homebuilding industry Is one of tha leading segments of
the state's economy and CBIA-member companias directly employ almost
500,000 paople.
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This story is taken from politics at sacbee.com.

Financial-privacy bill hits major hurdile

But Davis g'ets a tougher measure on driver's licenses for
immigrants.

By Kevin Yamamura and Jim Sanders -~ Bee Staff Writers - (Published
September 1, 2002) o

On a whirlwind final night of session Saturday, state lawmakers blocked a high-profile financial-
privacy proposal while they sent other measures on immigrant driver's licenses and housing
construction defects to Gov. Gray Davis,

One of the most heavily lobbled bills of the two-year sesslan, SB 773 would have blocked
financial companies from sharing a consumer's personal information without permission in most
cases. .

The measure died last year on the final night of session, but a renewed effort this summer on
the part of its author, Sen. Jackie Speier, D-Hillshorough, breathed new life into the proposal.

On Saturday, the Assembly treated SB 773 like a pingpong ball. In an Initial vote, the bill fell
short of passage. Then Assemblyman John Dutra, D-Fremont, hijacked the measure, inserting

- business-friendly amendments that allowed companies to share information with related

affillates without requiring a customer's permission.

Dutra and other Assembly lawmakers touted the amended version as still the strongest privacy
measure in the nation, while consumer groups and liberal Democrats charged that the bill had
been gutted.

The amended bill was on hold in the Assembly late Saturday.

"It's been a circus and a charade,” sald a disappointed Speier. "Consumers will continue to be
vulnerable in this state.”

On other key legislation Saturday:

* The Senate sent a compromise measure to Davis that would enable as many as one million
undocumented immigrants to obtain Californta driver's licenses if they pass criminal background
checks.

Lawmakers previously sent a separate proposal to Davis, but the Democratic governor
demanded changes, Including a baitery of checks to ensure that license recipients are not
criminals.

After days of negaotiating with Davis, senators Saturday approved a second measure that would -
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require license applicants to submit fingerprints that would be used to determine any past
criminal involvement,

The legislation applies only to undocumented Immigrants who are not yet citizens or permanent
residents but have filed citizenship papers with the federal government.

SB 804 would prohibit the state from issuing Hcenses to felons or those facing a conviction for
serious crimes, such as large drug transactions or terrorist plots.

Proponents assert that issulng driver's licenses would make Callfornia streets safer because
undocumented immigrants would be able to purchase insurance and receive training.

Some senators on Saturday anguished over SB 804. While they say It is discriminatory and
unfair, they want undocumented immigrants to obtain licenses,

Sen. Deborah Ortiz, D-Sacramento, sald SB 804 treats immigrants “as second-class citizens. But
right now, they're not even second-class citizens.”

The Senate passed the bill on a 25-8 vote to send it to Davis, who has no stated position on the

bill.

* The Senate passed a tast-minute measure exempting small-scale car dealers -- including the
bill's author, Sen. Maurice Johannessen -- from a new law that requires dealers to post more
expensive surety bonds,

The bill, SB 2073, previously set up a grant for short-line railroads. But Democratic lawmakers
Wednesday waived deadline rules, allowing Johannessen to gut the bill and insert the
exemption.

Johannessen provided the lone Republican vote for the budget in June.

The Redding lawmaker said the Increased bond requirement was unfair to small-car hobbyists,
such as himself, who coliect and purchase limited numbers of vehicles each year. Critics called
the last-minute move a special-interest exemption.

The Senate voted 24-5 in favor of the measure.

* A long-discussed bll} that could spark housing construction went to Davis on Saturday.

SB 800 by Senate leader John Burton, D-San Francisco, and Wesson, D-Los Angeles, enables
builders to fix construction defects before homeowners can sue,

The bill is intended to encourage more insurers to cover bullders of apartments in California.
The Senate passed the measure on a 33-0 vote.

* Drivers who have carrled insurance for at least three years would receive a policy discount
under a bill sent to the governor, but consumer groups say that it would unfairly burden the
poar. )

State Insurance Commissioner Harry' Low plans to implement rules that would let insurers

consider a driver's insurance past -- dubbed "persistence" -- only when customers renew their
policy with the same company.

hitp:/fwww.sacbee.com/content/politics/v-print/story/4224156p-5245087¢.html - 9/15/2002
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SB 689 would expand that policy by enabling drivers to receive a persistence discount from any
insurer, not just their current one. Proponents say the measure would increase competition and
lower prices for most drivers,

But Doug Heller, of the Foundation for Taxpayer and Consumer Rights, said it would create
anather barrier to low-income drivers seeking insurance for the first time. He said companies
would offset discounts to long-term policyholders by charging higher rates for drivers who have
never had coverage. ' '

SB 689 passed the Senate 30-0.

* AB 669, allowing creation of a 311 non-emergency telephone system, was sent to the
governor. The Assembly voted 68-7 to concur in amendments.

The measure, by Assemblyman Robert Hertzberg, D-Sherman Oaks, would permit local
governments to operate such a phone system in hopes of reducing 911 calls for non-emergency
police, fire and other services.

Hertzherg séid 20 percent to 80 percent of calls received by 911 systems are not emergencies.

* AB 2240, glving courts greater latitude to overturn paternity judgments, was sent to the
gavernor. The Assembly voted 46-156 to concur in amendments.

The bill sets conditions under which a man who did not initially challenge an allegation of
paternity, but later discovered he did not father the child, could challenge a judge's paternity
order and sue the biclogical father for financial relief.

Regardless of DNA results, however, a court wouid not be obligated to overturn a paternity
judgment if doing so would not be in a child's best interest.

* AB 2747, proposing tax credits designed to encourage Hollywood studios to film in California,
died Saturday in the Senate Appropriations Committee.

The measure would have given studios a tax credit of up to 15 percent for wages paid to film a
motion picture, excluding salaries over $200,000.

* AB 634, regarding mandatory kindergarten attendance, was sent to the governor. The
Assembly concurred in amendments, 41-20.

The legislation would prohibit children between the ages of 5 and 6 from withdrawing from.
kindergarten if they have attended classes for at least 30 days during the school year.

Currently, children are not compelled to attend classes until the first grade. Many parents send
their kindergarten-age children to school occasionally ~ not daily -- which can confuse them and
disrupt the pace of education, AB 634's supporters say.

About the Writer

The Bee's Kevin Yamamura can be reached at (916) 326-5542 or kyamamura@sacbee.com.
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Oakland Tribune

Bill seeks to offer builders relief
Legislation could cut home-~defect lawsuits

Waednesday, September 04, 2002 - A bill aimed at spurring townhouse development by sharply reducing
friction between contractors and homeowners awaits final approval by Gov. Davis this week after winning
unanimous fegislative support.

Davls spokesman Russ Lopez said the governor hasn't taken a position on the bill. Davis has until Sept. 30 to
sign it.

The bill, SB 800, hands developers a major victory -- the right to repair construction defects before
homeowners can file a lawsult.

The legislation, which would take effect Jan. 1, is being hailed as a reasonable compromise by builders and
the lawyers who sue them.

The bill would affect new homes sold after Jan 1. 2003. New homes would be covered For a period of 10
years. Builders still would be responsible to subsequent buyers within the first 10 years.

The construction industry malntains that many builders don't know homeowners are dissatisfied or having
problems with thelr home until they are hit with legal papers. Attorneys representing homeowners typically
discourage buiider initiated repalrs once a suit is under way.

But the hill also dellvers significant safeguards for homeowners In the form of repair deadlines, Bullders must
respond to a written complaint within 14 days and have an additional 14 days to schedule and carry out an
inspection. A set time line for conciuding repairs was omitted. Lawmakers said the bill needed ﬂexubmty to
allew for complex repalrs w:thout breaking a deadline. :

"We didn't want this designed so that the process could be dragged out. This is deslgned to get problems
fixed quickly,” said Kimberley Dellinger, legislative advocate for the California Building Industry Association.

The blll, introduced by Senate President Pro-Tem John Burton, (D-San Francisco) incorporates some
elements from a similar bili proposed by Assembiyman John Dutra (D-Fremont).

Dutra's tegislation was more friendly to the building industry but was blocked by trial lawyers. Dutra, a
former real estate investor, said he introduced the legislation four years ago.

Dutra said the current system -- one of lengthy construction defect lawsuits doesn't benefit consumers or
builders,

"There’s a good many projects where the lawsuit takes five years to resofve and the money doesn't reach the
homeowners. ... At the end of the day, the money went to attorney's fees and Jawyers pockets ~- not into..
the repairs.”

The building industry argues that attached housing -~ typlcaily condomintums and townhouses -- are
particularly subject to litigation because homeowner associations inherit liability for defects from builders 10
years after construction. Builders accuse lawyers of trolling 9-year-old complexes for clients -- warning
homeowners associations that they could be sued by members If they don't investigate all possible defects
and sue,

The sheer volume of lawsuits has driven up the cost of insuring attached housing to the point where few
such projects are being buiit in California.

http://www.oaklandtribune. com/cda/article/print/0, 1674,82% TE10834% TE837294,00 html.  9/15/2002
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"You've got a situation that virtually every development with shared walls results in litigation,” sald Candysse
Miller, spokeswoman for the Insurance Information Network of Californfa. "Ultimately, those costs will be
bome by insurance. There is no way to offer that product in a way that makes fiscal sense.”

Reports by the University of California, Berkeley's Fisher Center for Real Estate and the Harvard University
Joint Center for Housing Studies mentioned demographics, consumer preference, changes to tax laws as well
as the high cost of insurance as limiting multifamily construction.

The blll would require bullders to repair defects. A homeowner could réject the bulider's initial contractor and
request a list of three alternate contractors to make repalrs. Homeowners could also accept a cash
settlement from the builder in lieu of repairs, but the developer would then be released from responsibility.

Marc Albert can be reached at (510) 208-6414 and malbert@®angnewspapers.com .
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= NEWS ANALYSIS; Term Limits Hinder Legislative Diligence; Capitol: The session
b ) ends on a green note as lawmakers' inexperience and special interest money color the

results.
The Los Angeles Times; Los Angeles, Calif’; Sep 2, 2002; DAN MORAIN;

Abstract:

Sometimes, the procedure was used to insert language that had been months in the works, as with
5B 800, negotiated by Assemblyman Darrell Steinberg (D-Sacramento). The bill forged a
compromise between builders and trial lawyers to establish new guidelines governing lawsuits over
construction defects. Steinberg hopes the measure, once signed by Gov. [Gray Davis}, will help
spur construction of more affordable housing.

The Assembly initially approved Sher's version of the bill Tuesday night, then rescinded its action,
Modesto-area fawmakers wanted to amend it to ensure that it would cover a trash-burning power
plent in their hometown operated by Covanta Energy of New Jersey, even though garbage
combustion does not typically fall within the definition of renewable energy. Once amended, the bill
was sent on its way. Davis has said he will sign the measure.

[Dean Florez] presided over more than 100 frours of early summer hearings into the Davis
administration’s failed $95-million computer software contract with Oracle Corp.--capped by a
revelation that shortly after the deal was consummated, an Oracle lobbyist handed a $25,000
check to a Davis aide who worked on the matter.

Full Text:
{Copyright The Times Mirror Company; Los Angeles Times 2002. Allrights reserved.)

In the building where the biggest issues facing California are weighed, inexperience was evident,
campaign money was ever-present and decisions important and petty emerged from the chaos that
marked the close of the Legislature's two-year term.

N,

When all actions are tallied, the production of the session that ended Sunday shortly past midnight likely
will match that of recent years. There were bills on vital issues ranging from school construction and
renewable energy to water delivery, recycling and mass transit. But to Capitol veterans, the scene
seemed haphazard, rushed, increasingly partisan and perhaps overly influenced by special interests.

"Everybody here is on a learning curve,” said Assemblyman Bill Leonard (R-San Bernardino), serving
out his 24th and final year in the Legislature,

Four years ago, lawmakers elected with Gov. Gray Davis reveled in a $13-billion budget surplus. There
was so much money that they were able to expand health care for poor people, give public school
teachers big raises, provide college grants to all needy and deserving high school graduates, rebuild
aging freeways and cut taxes.

As Davis and most of the Legislature run for reelection, lawmakers find themselves staggering, hit first
by the energy crisis that dominated 2001, then by the constraints of a record budget shortfall this year of
nearly $24 billion.

"Liberals are frustrated. Conservatives are angry. Everybody is cranky," said outgoing Assemblyman
Kevin Shelley (D-San Francisco).

In what many see as indicative of a new seat-of-the-pants Legislature, lawmakers repeatedly bypassed
the spirit if not the letter of their internal rules. They convened perfunctory hearings on significant policy
hitp://pqasb.pqarchiver.com/latimes/doc/15826947 1. html IMAC=50e167c7cce7c03216fae...  9/16/2002
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matters late at night and performed a procedure called "gut and amend," in which legisators hijack one
another's bills, remove the original content and substitute new language, often dealing with entirely
different subject matter.

Late-night end-of-session deals have always been a part of Sacramento. But the sheer number put
together in the closing days this year is evidence, some say, that the traditional legislative process is
simply too complex and laborious in a term-limited era.

Sometimes, the procedure was used to insert langunage that had been months in the works, as with SB
800, negotiated by Assemblyman Darrell Steinberg (D-Sacramento). The bill forged a compromise
between builders and trial lawyers to establish new guidelines governing lawsuits over construction
defects. Steinberg hopes the measure, once signed by Gov. Gray Davis, will help spur construction of
more affordable housing.

At other times, majority Democrats invoked the legistative process to jam bills past protesting
Republicans, such as the Senate's approval of a bill allowing the Davis administration to raise the so-
called car tax by as much as $3.9 billion without a vote of the Legislature. That measure died as part of a
budget compromise reached late Saturday night, two months after the constitutional deadline for having
a spending plan in place.

"The problem with the gut-and-amend process," said Sen. Steve Peace (D-El Cajon), "is there's no
public engagement between the houses in which the public can observe what the differences are.” Peace
is leaving the Legislature after 20 years because of tenm limits,

The solution could be as simple s a basic civics lesson. Perhaps, Peace mused, lawmakers could buy
placemats sold in the basement gift shop that detail "how a bill becomes a law."

Of course, the real story of how a bill becomes a law is nuanced.

Take, for example, SB 1078. It began as a minor measure by Sen. Jim Battin (R-La Quinta) dealing with
a few rural schools. It ended up being an effort by Sen. Byron Sher (D-Stanford) to require that private
utilities obtain at least 20% of the electricity they sell from wind, solar, geothermal or other renewable
energy sources.

The Assembly initially approved Sher's version of the bill Tuesday night, then rescinded its action.
Modesto-area lawmakers wanted to amend it to ensure that it would cover a trash-buming power plant
in their hometown operated by Covania Energy of New Jersey, even though garbage combustion does
not typically fall within the definition of renewable energy. Once amended, the bill was sent on its way.
Davis has said he will sign the measure,

Placemats sold in Capitol gift shops don't discuss the influence of campaign donations. But legislators
know that when candidates raise and spend $3 million or more for a job that pays $99,000 a year,
campaign donations are vital.

"People got involved in politics because they care,” said Sen. Ross fohnson (R-Irvine), first elected in
1978. "But they immediately learn that caring isn't enough. Caring doesn't get [election] mailers out, or
produce a survey of voters."

August is the month when the fate of hundreds of bills is decided. It's also prime fund-raising time,
especially in an election year. Virtually every lawmaker seeking reelection—and some who have no
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election or are prevented by term limits from running again--held Capitol area fund-raisers, charging a
minimum $1,000.

Assembly Speaker Herb Wesson (D-Culver City) raised at least $114,000 in August. Senate President
Pro Tem John Burton (D-San Francisco) raised at least $80,000. No legislator came close to matching
the fund-raising prowess of Davis, who took in more than $3.5 million in the first 29 days of the month.

More than a few legislators, and many lobbyists, talk about diminished ethical standards.

"When I got here, it was distasteful,” said Assemblyman Rod Pacheco (R-Riverside), a former Riverside
County deputy district attorney who is leaving after serving his maximum six years in the lower house.
"Now it is fetid."

Leonard tells of hearing newer members joke about how taking a particular position might alienate one
political action committee or another. He tells of having to cut off discussion by clumsy interest group
representatives who tie policy positions to campaign donations. .

"People are new and lines get pushed more," said Assemblyman Dean Florez (D-Shafter). "The
boundaries seem to stretch.”

Florez presided over more than 100 hours of early summer hearings into the Davis administration's
failed $95-million computer software contract with Oracle Corp.—capped by a revelation that shortly
after the deal was consummated, an Oracle lobbyist handed a $25,000 check to a Davis aide who
worked on the matter.

The most significant piece of legislation to emerge from those hearings was a bill requiring that sales
representatives of private vendors doing business with the state disclose details of their activities in
public reports, much as lobbyists have done for decades. The bill died without a hearing.

Camjaaign donors don't always win. Burton started out the final day of the session by proclaiming that
the entertainment industry, which has been a generous donor to his and many other California
politicians' campaigus, was too arrogant in its demand for an $80- million tax break.

“The sponsors keep coming up like they are entitled to something instead of asking for something,"

. Burton bellowed. "You're going to take what we give you.” Which on this day was nothing,

Big—time financial industry lobbyists fared better. For the second year running, they persuaded moderate
Assembly Democrats to side with Republicans and kill legislation by Sen. Jackie Speier (D-
Hillsborough) that would have granted Californians greater privacy over their financiat affairs,

Deriding the lower house as "Romper Room," Speier scoffed at last- minute maneuvers in which the
bill's foes tried to hijack her legislation, water it down, then vote for it, hoping to convince voters that
they supported greater privacy rights. The issue will live on. :

A select few lobbying groups consistently seem to win when it counts.

The Assembly took time out to offer a fawning tribute and resolution to perhaps the most powerfiil
nonelected person in Sacramento, Don Novey. Novey is outgoing president of the California
Correctional Peace Officers Assn., a 26,000-member union and one of the biggest campaign donors in
California. :
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In its first bill of the year, the Legislature in January approved with only one no vote and Davis signed
into law the guards' new labor pact, which granted them a pay increase of as much as 37% spread over
the next five years. On the last day of the legislative session, 2 Senate resolution extending the life of a
legislative committee that holds oversight hearings into the California Department of Corrections died in
the Assembly, without notice or debate.

*

Times staff writers Carl Ingram and Nancy Vogel contributed to this report.
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> actually injures or kills somebody, or damages the property. And the builders
can't protect themselves from lawyers interested more in fat court fees than
fixing the actual defect.

A fair system will result in some attractive new housing options that Californians

actually can afford to buy. This Is one of those bills that could change the
California landscape, literally. It deserves Gov. Gray Davis' signature.
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American Insurance Association
1130 Connecticut Avenue, NW, Suite 1000 - Washington, DC 20038 -Phone: 202/828-7100 Fax: 202/293-1219 - www.aladc.org

FOR IMMEDIATE RELEASE

Contact: N icolé Mahrt
(916) 442-7617

CONSUMERS WIN WITH CONSTRUCTION DEFECT BILL
But measure won't solve problems in construction liability market

Sacramento, CA, August 28, 2002 ~ An historic accord reached to reduce the number of construction
dispute lawsuits in California will give consumers new remedies but it will not attract more insurers into
the state's construction liability market, says the American Insurance Association (ATA).

(800) 666-1917

"After a year of intense negotiations, the plaintiff's bar and the building community have reached a
compromise," said Mark Sekitnan, ATA assistant vice president for state affairs. "This bill will establish -
uniform definitions of construction defects and give homeowners and builders the opportunity to fix any
defects before lawsuits are filed."

) SB 800, authored by Senate pro Tem John Burton (D-San Francisco) and Speaker Hetb Wesson (D-
Culver City) establishes specific definitions of construction defects. This reform will give homeowners a
standard of expectations for the construction of their home. Builders, subcontractors, designers and
insurers will have a specific standard to build and repair by. This bill requires homeowners to give notice
to their builder if they discover defects. Once notified, builders will then have the right to repair any
alleged defect within a specified amount of time. Homeowners will have the right to pursue litigation if
the repairs are not made or are found inadequate.

LEGISLATIVE INTENT SERVICE

"Giving develapers the right to repair is 2 win for consumers," said Sektnan. "Homeowners will get what e
they want - a house that works.” . e
=]
aly
Despite the new remedies for homeowners, SB 800 will not solve California's affordable housing problem s
or improve the state's construction liability market.

"While SB 800 will repair homes and potentially reduce litigation, this bill does not provide any direct
incentives for insurers to return to this market," said Sektnan. "According to the California Department of
Housing, we need to build 255,000 new houses every year. Many of those in need of housing are
moderate-income Californians who cannot afford the $300,000 median price of a home. In spite of this
dramatic need, the construction of attached affordable housing has slowed. One of the deterrents to
building affordable housing is higher liability insurance costs which can add up to $7,000 to the price of a
new home. Until the unpredictability of construction liability costs are solved, insurance for builders will
continue to be scarce and expensive,”

LIS -21a
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) "We look forward to working with legislators when they return in January 2003 to address the major
issues faced by insurers which continue to make insurance coverage unaffordable and inaccessible for
contractors,” concluded Sektnan.

Yesterday, the Assembly Judiciary Committee approved SB 800 on a bi-partisan vote of 12 to 0. The bill
now moves to the Assembly floor for a vote by all 80 members of the California State Assembly.

Hi#

The American Insurance Association represents more than 412 major insurance companies that provide
all lines of property and casualty insurance and write more than $87 billion annually in premiums. The
association is headquartered in Washington, D.C. and has representatives in every state. All ATIA press
releases are available at www.aiadc.org.
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Leglslation to Ease Housing Crisis
Increased Production of Affardable Condos Likely to
Resuit

August 31, 2002

SACRAMENTO - The Senate today passed and sent to the Governor
landmark leglsiation overhauling the stake’s construction dispute laws,
paving the way for Increased production of affordable condominiums and
townhousas and easing the state’s chronic housing crisls.

The bill, SB 800 by Senator President Pro Tem John Burton, D-San
Francisco, and Assembly Speaker Herb Wesson, D-Culver City, sets forth
specific expectations on how new homes will be constructed, gives buliders
the right to fix any problems that develop before lawsuits can be flled, and
protects homeowners by gliving them racourse In the event real problems
aren’t addressed,

By establishing these guidelines and by sharply reducing the amount of
frivolous lawsuits, the bill should serve to increase the availability and
affordability of insurance to bulld condominiums and townhomes and thus
Increase the stock of new housing affordable to first-tlme homebuyers, said
CBIA President Mick Pattinson.

“For more than a decade, It’s been all but certain that homebuilders and
subcontractors Involved in the construction of condominlums and
townhomes would be sued,” Pattinson said, “As a result, insurance
companies have taken a “leave of absence” when it comes to providing
coverage for condo and townhome construction, sending production
plummeting - downh 84 percent In the past seven years.

“The passage of SB 800 will help restore order to the marketplace,
encourage insurance companles ta offer policles, and allow our Industry to
meet the need for quality housing that teachers, firefighters, police officers,
and other hardworking peaple can afford to buy.”

The language In SB 800 was finalized Just this week after months of
negotiations between CBIA, trial lawvers, and top legisiative leaders, who all
agreed that the state’s growing houslng affordability ¢risis wouid hever be
solved unless buiiders could resume widespread production of land-efficlent
and affordable condonminium housing. For most of the past decade, state
officials say homebuilders have bullt nearly 100,000 units a year fewer than
needed to meet the state’s growing population.

Given Callfornla’s high fand costs and a growing amount of land that's off-
limits for development, higher-density development is the only way to
produce housing that is affordable in many urban areas of the state.

The Senate passed the bill today on & vote of 33-0. It cleared the Assembly
on Thursday by a vote of 74-0,

LIS - 21b
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\> SB 800 includes the following key reforms:

e It gives homebuliders the absolute right to repalr a problem. Today,
homeowner associations typically file lawsuits without giving homebuilders

an opportunity to inspect purported problems and make repalrs, If
necessary.

o By defining In statute how a newly built hore should function, it sets a

high standard of quality for homeowners and, for homebuliders, a guard
agalnst frivolous lawsuits.

e It assigns maintenance duties to homeowners and response and repair
duties to homebuilders.

® And, while It allows homeowners to take unresolved grlevances to court,

SB 800 creates opportunities for mediating disputes with homebuilders first
as a way to limit lawsuits,

“SB 800 protects both homeowners and homebuilders, and is one of the
most significant housing reforms to make It through the Legislature in many
years,” Pattinson said. “Prospective homebuyers can thank Senator Buiton,
Speaker Wesson, Senator Joe Dunn, Assembly Member John Dutra, and
Assembly Member Darrell Steinberg, who were the key legislative leaders In
farging this historic compromise. I know my fellow builders and I are eager
to roll up our sleeves and bulld more housing for the people of California.”

## #

The California Bullding Industry Association is a statewlde trade association
representing nearly 6,000 businesses ~ homebuilders, remodelers,
subcontractors, architects, englneers, designers, and other Industry
professionals. The homebuilding Industry is one of the leading segments of

the state’s economy and CBIA-member companies directly employ almost
500,000 people.

) B [ Helping Californians achieve the dream of homeownership since 1943 ]
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LENGTH: 302 words
HEADLINE: SENATE BILL 800 PROVIDES BETTER APPRCACH TO CURE CONSTRUCTION DEFECTS

BODY:
When it comes to finding a new townhouse or condominium, demand far outstrips supply. A recent survey In Los
Angeles and Orange counties found a grand total of one new townhouse that buyers hadn't quickly snatched up.
Townhomes are affordable and appealing options for everyone from new couples to retirees -- or would be if any
were being bullt. But few are, largely because of the cost of insurance to cover potential lawsuits once buyers move
. in. Whether one thinks the root problem is shoddy construction or greedy lawyers, it's a problem that pushes the
’ housing market ever further out of reach. Fortunately, this is one piece of the housing problem that may have finally
.../ been answered. ’
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The propspective cure Is embodied in Senate Bill 800 by Senate President Pro Tem John Burton, D-San Francisco. He
and Assemblyman Darrell Steinberg, D-Sacramento, deserve credit along with the representatives for the lawyers
and the building trades. They figured out a way to preserve a homeowner's rights while getting real defects fixed
fast.

Under SB 800, owners of new homes (whether it's a single-family dwelling or a condo) would get up to 10 years to
discover the defect. They would have to notify the bullder. Then the bullder could choose to either fix the alteged
defect or risk fighting about it in court.

/ LEGISLATIVE INTENT SERVICE

Today's system doesn't wark for either side. Residents can't sue until the defect actually injures or kilis somebody or :.““
damages the property. And the builders can't protect themselves from lawyers interested more in fat court fees than Saln
fixing the actual defect. : 2
A fair system would result in some attractive new houéing options that Californians actually can afford to buy. This is

one of those bills that could change the California landscape, literally. It deserves Gov. Davis’ signature,
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Term Limits Hinder Legislative Diligence; ®,
Capitol: The sessioh ends on a green note as lawrmakers' inexperience and special interest maney color the results.

BYLINE: DAN MORAIN, TIMES STAFF WRITER 8

5
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-~ Inthe building where the biggest issues facing California are weighed, inexperience was evident, campaign money ]

was ever-present and decisions important and petty emerged from the chaos that marked the close of the E’

Legislature’s two-year term. w

, =

When all actions are tallied, the production of the session that ended Sunday shortly past midnight likely will match =

that of recent years. There were bllls on vital Issues ranging from school construction and renewable energy to water S

delivery, recycling and mass transit. But to Capitol veterans, the scene seemed haphazard, rushed, increasingly g

partisan and perhaps overly influenced by special Interests, ]

-

"Everybody here is on a leaming curve,” said Assemblyman Bill Leonard (R~San Bernardine), serving out his 24th and

final year in the Legislature. Four years ago, lawmakers elected with Gov. Gray Davis reveled in a $13-billien budget .\“
surplus. There was so much money that they were able to expand health care for poor people, give public scheol ot
teachers big raises, provide coflege grants to alt needy and deserving high school graduates, rebuitd aging freeways iy
and cut taxes. ”

As Davis and most of the Legislature run for reelection, Jawmakers find themselves staggering, hit first by the energy
crisis that dominated 2001, then by the constraints of a record budget shortfall this year of nearly $24 bhillion.

“Liberals are frustrated, Conservatives are angry. Everybody is cranky,” said outgoing Assemblyman Kevin Shelley
(D-San Francisco).

In what many see as indicative of a new seat-of-the-pants Legislature, lawmakers repeatedly bypassed the spirit if
not the letter of their internal rules. They convened perfunctory hearlngs on significant policy matters late at night

and performed a precedure called "gut and amend,” in which legislatars hijack one another's bills, remove the
original content and substitute new language, often dealing with entirely different subject matter.
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) Late-night end-of-session deals have always been a part of Sacramento. But the sheer number put together in the
-~ closing days this year Is evidence, some say, that the traditional legislative process Is simply too complex and
laborlous in a term-limited era.

Sometimes, the procedure was used to insert language that had been months in the works, as with SB 800,
negotiated by Assemblyman Darrell Steinberg (D-Sacramento). The bill forged a compromise between builders and
trial lawyers to establish new guidelines governing lawsuits over construction defects, Steinberg hopes the measure,
once signed by Gov. Gray Davis, will help spur construction of more affordable housing.

At other times, majority Democrats Invoked the legisiative process to jam bills past protesting Republicans, such as
the Sepate‘s approval of a bill allowing the Davis adminlstration to raise the so-called car tax by as much as $3.9
biltion without a vote of the Legislature. That measure died as part of a budget compromise reached iate Saturday
night, two months after the constitutional deadline for having a spending plan in place.

"The problem with the gut-and-amend process,"” said Sen. Steve Peace (D-El Cajon), "is there's no public
engagement between the houses in which the public can observe what the differences are." Peace is leaving the
Legislature after 20 years because of term limits,

The solution could be as simple as a basic civics lesson. Perhaps, Peace mused, lawmakers could buy placemats sold
in the basement gift shop that detail "how a bill becomes a law.”

Of éourse, the real story of how a bill becomes a law Is nuanced.

(800) 666-1917

Take, for example, SB 1078. It began as a minor measure by Sen. Jim Battin (R-La Quinta) dealing with a few rura!
schools. It ended up being an effort by Sen. Byron Sher (D-Stanford) to require that private utllities obtain at least
20% of the electricity they sell from wind, solar, geothermal or other renewable energy sources.

The Assembly initially approved Sher's version of the bill Tuesday night, theh rescinded Its action. Modesto-area
lawmakers wanted to amend it to ensure that it would cover a trash-burning power plant in their hometown operated
“™\ by Covanta Energy of New lersey, even though garbage combusstion does not typically fall within the definition of
) renewable energy. Once amended, the bill was sent on its way. Davis has sald he will sign the measure.

Placemats sold in Capitol gift shops don't discuss the influence of campaign donations. But legistators know that when
candidates raise and spend $3 million or more for a job that pays $99,000 a year, campalgn donations are vital.

"People got involved in politics because they care," said Sen. Ross Johnson (R-Irvine), first elected in 1978, "But they
immediately learn that caring isn't enough. Caring doesn't get {election] mailers out, or produce a survey of vofers,”

August Is the month when the fate of hundreds of bills is decided. It's also prime fund-ralsing time, especially in an
election year. Virtually every lawmaker seeking reelection--and some who have no election or are prevented by term
limits from running again--held Caplto! area fund-raisers, charging a minimum $1,000.

)/ LEGISLATIVE INTENT SERVICE

Assembly Speaker Herb Wesson (D-Culver City) raised at least $114,000 in August. Senate President Pro Tem John ;‘:gl
Burton (D-San Franclsco) raised at least $80,000, No legislator came close to matching the fund-raising prowess of l::
Davis, who teook In more than $3.5 million in the first 29 days of the month. »

More than a few legislators, and many lobbyists, talk about diminished ethical standards.

"When [ got here, it was distasteful,” said Assemblyman Rod Pacheco (R-Riverside), a former Riverside County
deputy district attorney who is leaving after serving his maximum six years in the lower house. *Now it is fatid."

Leonard tells of hearing nawer members joke about how taking a particular position might allenate one political
action committee or another. He tells of having to cut off discussion by clumsy interest group representatives who tie
policy positions to campaign donations. .

"People are new and lines get pushed more," said Assemblyman Dean Florez {D-Shafter). "The boundarfes seem to
stretch.” :
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) Florez presided over more than 100 hours of early summer hearings into the Davis administration’s failed $95-million
computer software contract with Oracle Corp.--capped by a revelation that shortly after the deal was consummated,

an Oracle lobbyist handed a $25,000 check to a Davis aide who worked on the matter,

The most significant piece of legislation to emerge from those hearings was a bill requiring that sales representatives
of private vendors doing business with the state disclose details of their activities in public reports, much as lobbyists
have done for decades. The bill died without a hearing.

Campaign donors don't always win. Burton started out the final day of the session by prodlaiming that the
entertainment industry, which has been a generous donor to his and many other California politicians' campaigns,
was too arrogant in its demand for an $80-million tax break,

"The sponsors keep coming up like they are entitled to something instead of asking for something,” Burton bellowed.
"You're going to take what we give you." Which on this day was nothing.

' Big-time financial industry Iobbyists fared better. Fbr the second year running, they persuaded moderate Assembly
Democrats to side with Republicans and kill legislation by Sen. Jackie Speier (D-Hilisborough) that would have

granted Californians greater privacy over their financial affairs. g
Deriding the lower house as "Romper Room," Speier scoffed at last-minute maneuvers I which the bill's foes tried to g
hijack her legislation, water it down, then vote for it, hoping to convince voters that they supported greater privacy ©
rights. The issue will live on, ’8‘
[+0)
A select few lobbying groups consistently seem to win when it counts. et
The Assembly took time out to offer a fawning tribute and resolution to perhaps the most powerful nenelected person ,_'-'3‘
in Sacramento, Don Novey. Novey is outgoing president of the California Correctional Peace Officers Assn., a 26,000- S
_ member union and one of the biggest campaign donors in California. . i %
n
) ) In its first bill of the year, the Legislature in January approved with only one no vote and Davis signed into law the =
guards' new labor pact, which granted them a pay Increase of as much as 37% spread over the next flve years. On E
the Jast day of the legislative session, a Senate resolution extending the life of a legislative committee that holds E
oversight hearings into the California Department of Corrections died in the Assembly, without notice or debate. o
* =
| . . . 3
Times staff writers Carl Ingram and Nancy Vogel contributed to this report, w
Q
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Ban Sought on Execution of Retarded; i
Capitol: Senate OKs a bill to implement ruling by U.S. high court. Foes call it a clever attempt to ensure that the
death penalty Is never carried out in California. '

BYLINE: CARL INGRAM and MIGUEL BUSTILLO, TIMES STAFF WRITERS
: ) DATELINE: SACRAMENTO

BODY:

Rejecting charges that it would weaken the death penalty in California and set convicted killers free, the state Senate
approved a bill Thursday that would carry out the U.S. Supreme Court's decision exempting mentally retarded
murderers from execution.

Passage followed an impassioned debate in which supporters of the bill praised it as a sensible way to implement the
court decision. But opponhents alleged that the measure was a clever attempt by foes of capital punishment to ensure
that the death penalty would never be applied in California again,

"I guarantee you that every single murderer ... is suddenly going to become mentally retarded, because it Is a way to
escape the ultimate penaity of death,” warned Sen. Jim Battin (R-La Quinta). Senate President Pro Tem John L. et

4/ LEGISLATIVE INTENT SERVICE

Burton (D-San Francisco), a lifelong opponent of the death penalty, vigorously defended the biil, his voice filing the :.:‘
chamber with a thunderous roar that he had not used for years. l::
[

At one point, Burton scalded Republicans who sald the bill would weaken capital punishment in the state, noting that
two of his closest friends, former Mayor George Moscone of San Francisco and labor leader Dow Wilson were
murdered.

"Don't tell me about revenge. Don't tell me about an eye for an eye. I know that stuff.... I know what people feel,”
Burton boomed. Even so, he said, he still opposes the death penalty.

Under the bill, mentally retarded defendants no longer would be executed at San Quentin for first-degree murder
with special eircumstances; they would be locked behind bars for the rest of their lives with no parole.

Burton called the bill a2 workable response to the court ruling that would establish a judicial process to determine
whether an adult accused of first-degree murder did, in fact, have the mental age of a child and was incapable of
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‘) forming_an intent to kill someone or of understanding the consequences.

In jts June ruling, the Supreme Court said putting 8 mentally retarded defendant to death violated the Constitution's
prohibition against cruel and unusual punishment. The court left it to the states to determine which criminals were
mentally retarded, including murderers already on death rows. :

Burton and Assemblywoman Dion Aroner, a liberal Democrat from Berkeley who introduced the bill (AB 557), said it
was unknown how many people on Californla's death row might qualify as mentally retarded. But Burton said he
belleved It was ne more than a few, .

On a partisan 23-11 vote; two rhore than needed for approval, Democrats overwhelmed Republicans and sent the bill
to the Assembly, where its outlook is murky, especially among conservative Democrats from marginal districts.

“It's going to be much more difficult to get the bill off cur floor,” Aroner said. "I'm hoping that members will listen to
the policy discussion and whatever [election] fears they may have will be overcome by the facts of this bill: The
Supreme Court has spoken." :

A spokesman sald Gov. Gray Davis, a supporter of the death penalty, had taken no position on the bill.

The high court said mentally retarded people do not act with the "moral culpability" characterized by the most serious
of criminal conduct.

During Senate debate, opponents of the blil asserted that its definitions were so broad that it would apply to
defendants with 20 times the intelligence level of mentally retarded people. They contended that the real motive of
the bill's backers was to eliminate the death penalty in California.

(800) 666-1917

But Sen. Jack Scott (D-Aftadena), whose adult son was killed in a gun accident, appealed for compassion. "Please,
let's not get so bloodthirsty that we think as a soclety that there is something wonderful about putting to death
somebady who has an 1Q of 65," he told Republican foes of the bill.

) Meanwhile, as platoons of lobbyists armed with cell phones and extra batteries roamed the Capitol looking for last-
~" minute deals, lawmakers hit the stretch drive toward the scheduled adjournment of the 2002 session at midnight
Saturday. But because a settlement of the state budget stalemate continued to elude the Assembly, there was talk
that the session would continue beyond the adjournment date.

In the Asse_mbly, some deals came together Thursday.

After years of negotiations between home buliders and lawyers, the lower chamber passed a compromise on
construction-defect lawsuits that both sides hailed as a triumph. The legislation (SB 800 by Burton) would provide
specific definitions of what can be considered a construction defect in California, covering everything from plumbing
to windows,

%4/ LEGISLATIVE INTENT SERVICE

Most significantly for developers, it would grant an absolute right to repair & problem before they could be sued. And st
for homecwners, it would allow suits for prospective damages, thus preventing them from having to wait for, say, a oy
. ; M

roof to collapse before being able to take legal action.

"This biil represents all parties coming together,” said Assemblyman Darrell Steinberg {D-Sacramento), who
represented the lawyers in the talks. "We all know we have a huge shortage of housing In this state. Developers are
simply not building single-owner-gccupied multifamily housing in California" because they fear lawsuits, he said.

"It is a good bill that will bring about additional affordable housing construction,” said Assemblyman John Dutra (D-
Fremont), who had advocated for the other side, adding that the right to repair “is very important for the builders."

The Assémbly also approved legislation that would extend the time that plaintiffs have to file wrongful death or
personal injury lawsuits from one year to two. California is one of only four states with a one-year statute of
limitations.
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.~ The measure (SB 688), also by Burton, would additionally extend the time a legal opponent has to respond to a
i 3 motion for summary judgment from 28 days to 75.

And in an abrupt switch of tactics, the United Farm Workers of America fashioned an alternative bill as a substitute
for its embattled measure that would Impose binding arbitration on growers and the union when contract talks get

deadlocked. The latest plan would substitute nonbinding mediation for the enforced arbitration, a feature that aides
ta Davis have said gave him concerns.

Unlon spokesman Marc Grossman sald the latest bill, which cleared its initial committee on the favorable votes of

Democrats, included suggestions from aldes to Davis. But growers called it perhaps even worse for farmers than the
binding arbitration bill that is awaiting action by the governor.

"This bill is a farce. The sponsors have shamefully disguised binding arbitration in this bill by cailing it mediation,"”
charged Mike Webb, Western Growers Assn. lobbyist.

GRAPHIC: PHOTO: (no caption) PHOTOGRAPHER: Associated Press
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©
HEADLINE: Condo bill goes ta the Senate for vote today; Governor's support for measure cailed uncertain ’g
o
BYLINE: Emmet Pierce; STAFF WRITER =~
BODY: . IEI)J
Last-minute legislation designed to increase California's supply of affordable, multifamily housing is scheduled to s
come before the state Senate today. %
7]
~Described as "groundbreaking” by supporters, Senate Bill 800 cleared the state Assembly Thursday by a 73-0 vote, It =
jnust win Senate approval today, the final day of the regular legislative session, in order to reach the desk of Gov. uZ_I
“..~Gray Davis. E
Crafted as a compromise meastre, the bill seeks to stem the flood of construction-defect lawsults that brought u>"
condominium and townhome construction to a virtual halt throughout the state in the early 1990s. It would give ==
builders an opportunity to repair alleged defects before homeowners file lawsuits. If the bill is approved and enacted, o
“we could see a heavy return in the praduction of attached units, the most affordable units we could build," said 2]
developer Steve Doyle, past president of the Building Industry Association of San Diego. 8
. . -
Passage of the bill also would mark a lull in the long-running war between bullders and consumer attorneys. Attempts
to reduce the risk of construction-defect lawsuits have languished in Sacramento for a dozen years, Doyle said. s:“‘
|
0
Russ Lopez, a spokesman for Davis, last night said the governor hadn't given any indication of whether he would sign ‘:::
the bill. . L4

Mitch Mitchell, vice president of public policy for the San Diego Regional Chamber of Commerce, said lingering
oppositlon from trial attorneys makes Davis’ support uncertain. "That makes everything a crap shoot,” he said.

Construction litigation often is cited as a key factor in pushing housing costs beyond the reach of San Diego County's
middle class. A study of 44 urban areas by real estate consuitant John Burns recently found that only Boston
residents spend a greater percentage of their income on housing needs.

The point was driven home in July, when home prices here increased faster than in any other Southern California

county. According to DataQuick Information Systems, the county’s median home price rose by 24.7 percent to
$333,000, compared with July 2001.

Local affordabile-housing activists yesterday praised the legisiation, which was authored by Senate President Pro Tem
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John Burton, D-San Francisco.

"To figure out @ means by which we can deal with construction-defect litigation in a fair and equitable manner is
going to be very Important for San Diego and housing affordability," said Erik Bruvold of the San Diego Regional
Economic Development Corp. .

Bobbie Christensen, spokeswoman for the San Diego Housing Commission, said her agency also supported the
measure. The goal of the legislation is to make it easier for builders to obtaln fiability insurance, said Marc Kaplan, an
insurance broker who serves on a San Diego Building Industry Association construction defect reform task force.

Kim Dellinger, lobbyist for the California Building Industry Assoclation, said reducing Insurance costs is key to

increasing the supply of affordable housing. For years, the only certainty about building a condominium project has
been that someone will file a defect lawsuit against it, she said.

In pait, Senate Bill 800 requires builders to address needs for repairs in a timely manner, Deilinger said. "The home
builder has 14 days to respond once a homeowner makes a claim. From the time the builder acknowledges the claim,

(the builder) has 14 days to inspect the problem. There is a provision for homeowners to seek alternate bids for
repair,” )

As a concession to attorneys, the bill allows homeowners to file daims over alleged defects before damage actually
occurs, satd Thomas Miller, a veteran California lftigator who has built a career on canstruction defect lawsuits, He

called the blil a step in the right direction. Offers to repair must be accompanied by offers to have disputes mediated
out of court, if homeowners so desire.

A principal feature of the bill is the definition of construction defects. "Right now attorneys allege anything and
everything as a defect, so it is important to get clear standards In the law,” Dellinger sald.

Miller said builders have come to see that timely home repairs will make many of the problems go away,

_.Emmet Pierce: (619) 293-1372; emmet.pierce@uniontrib.com
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LENGTH: 664 words
HEADLINE: Building flaw bill gets OK;
Contractors given chance to fix defects
SOURCE: Sacramento Bureau Chief
’ jYLlNE: Greg Lucas
~"DATELINE: Sacramento

BODY:

In a move backers say will jump-start construction of more condominiums and townhouses, the Assembly on
Thursday unanimously passed a major overhau! of the construction defect Jaw.

The product of two years of intense negotlations between insurers, bullders and trial lawyers, the deal came together
last Friday and could represent one of the bigger accomplishments of this legisiative sesslon.

“"As a result of this compromise, thousands of units of affordable housing will be built in California,™ said
Assemblyman Darreli Steinberg, D-Sacramento, who was involved in the talks.

Builders blame the current defect law for an 84 percent decline in the number of condominiums and townhouses built
In the past seven years. The cause, builders and insurers say, are lawyers who salicit homeowners assoclations to
sue builders hefore the 10-year statute of fimitations on defects runs out.

As a result, insurers have elther refused to cover builders of condominiums or placed the cost of insurance so high
the builder can't afford it.

The main feature of the deal, SB800, by Senate President Pro Tem John Burton, D-San Francisco, and Assembly

Speaker Herb Wesson, D-Las Angeles, is that homeowners must first give the builder a chance to fix what's wrong
with a residence before filing a lawsult, : :

The builder can decline to fix it, and then the homeowner can sue. If the builder does a poor job of fixing the
problem, the homeowners can still sue.
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_3 Builders have long sought the right to get a shot at fixing a defect, mainly to avoid later lawsuits but also under the

belief that fixing a problem sooner may prevent a more expensive problem later.

For example, If after four years of ownership, a resident finds water see

ping in through windoWs, a builder repairing
the problem then can avoid a nasty mold problem down the road.

Burtan's bill also tightens the definition of what a defect is and gives the right to sue to not just the initial owners of
a residence but to subsequent owners up until the 10-year statute of limitations runs out.

The trial lawyers' generosity in their deal with builders did not come without a price, however.

They are backing another bill by Burton and Wesson that gives Californians a year lohger to file personal injury and
wrongful death lawsuits. It was narrowly approved by the Assembly on Thursday.

Democrats said the legisiation wauld protect consumers and preserve the rights of vicHims of the Sept. 11 terrorist
attacks to seek their day in court.

Republicans, hoWever, blasted it as an end-of-session gift to trial lawyers who will use the extension to file more
lawsuits. That, in turn, will drive up insurance costs and translate into higher consumer costs, they said.

"It serves no useful purpose other than lining the pockets of trial lawyers more than they already are. . . , This is one
of the worst bills of the year," said Assemblyman Robert Pacheco, R-Walnut.

Under current law, residents have one year to file a personal injury lawsuit.

Supporters of the bill said that the fuill extent of iﬁjuries suffered by victims of accidents sometimes didn't become
apparent in the first year. Others said injured parties who didn't know whether they planned to pursue a trial
sometimes filed lawsuits at the end of a year simply to presetve their rights.

California would join 22 other states that have two-year statutes of [imitations on personal Injury claims under the

“bill, SB68S.

" The bill also would extend from 28 days to 75 days the length of time for a plaintiff to respond to a request for

summary judgment.

Defendants seek summary judgment as a way to dispense with frivolous lawsuits, Trial lawyers often prefer to get
their case before a jury, Instead of only a judge.

Giving plaintiff lawyers more time to respond to summary judament motions gives them a better chance at beating
the motlons,

Copyright 2002 The San Francisco Chronicle
E—lmail Greg Lucas at glucas@sfchronicle.com.
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LENGTH: 372 words

HEADLINE: Assembly passes bill to spur condo construction
DATELINE: SACRAMENTO

BODY:

A bill aiming to jump start the condominium construction market for California home buyers cleared the state
_‘_Assembly on Thursday, amid applause and hopes to end years of strife between state homebuilders and Jawyers.

__ne bill, a result of intense negotiations between watring camps over the past year, sets new ground rules for fixing
“construction defects in single-family homes and attached condominiums.

Supporters called the vote a victory for affordable housing In a state with one of the natfon's lowest homeowner

rates. Legislators hope it will keep unhappy home buvyers out of court and return insurers to a construction industry
they have largely abandoned in the last decade. The Assembly voted 73-0 for the bill and sent it immediately to the
Senate. .

"For my area, Silicon Valley, this Is probably one of the most important measures we can pass today,” said

Assemblyman Manny Dlaz, D~San Jose. Diaz, like many legislators, lamented that condominium and town house
construction peaked at 30,000 a year in California during the 1980s and slowed to about 6,000 this year.

While most home buyers still prefer a standard home with front and back yards, many first-time home buyers find
condominiums more affordable.

Builders blamed the 1990s sfowdown on lack of insurance, while insurers blamed lawyers and class-action Jawsuits
that cost them hundreds of miflions of dollars for construction defects.

The new bill, SB800 by Sen. John Burton, D-San Francisco, gives homebuilders the chance to fix problems before
lawsults are filed. It also lets homeowners sue for problems such as sagging roofs and faulty chimneys before they
cause damage instead of after., :

Assemblyman Thomas Calderon, D-Montebello, praised the pressu}'e that legislators put on builders and attorneys to
resolve theit differences.

"Members should be driving the process and when we do, we get resolutions," he said.
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The materials in the AP file were compiled by The Associated Press. These materials may not be republished without
the express written consent of The Associated Press.
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-SECTION: Business News; State and Regiona!l

LENGTH: 429 words

HEADLYNE: Bill to spur condo building begins to move through Legislature
BYLINE: By JIM WASSERMAN, Assaciated Press Writer
DATELINE: SACRAMENTO

_BODY:

final-hour bill aiming to spur an explosion of condominium building in a state desperately short of affordable
housing is headed to the Assembly floor after passing a key committee 13-0 on Tuesday

Backers called the blll a "historic agreement in California,”

," resolving decade-long differences between home builders
and attorneys an how to fix construction defacts. Nearly 20 years of class-action Jawsuits and financial settlements

running inte hundreds of millions of dollars have brought condominium buiiding nearly to a standstill compared to
previous decades. California homebullders say condominium and town hause construction, which peaked at 30,000
units a year in the mid-1980s, fell to a 1999 low of 3,000 units. Even while climbing to rough!y 6,000 thls year,

housing authorities say most are resort-style units priced above $300,000 in a state where two- thlrds of potential
buyers can't afford them.

The last-minute bill, SB800 by Senate President Pro Tem John Burton, D-San Francisco, aims to bring back insurers

who deserted the state by giving builders a chance to fix defects before homeowners can sue. If builders lag on that
chance, homeowners can then file lawsuits.

That provision is a "huge advance,” said Assemblyman Darrell Steinberg, D-Sacramento, who presented the bill to an

Assembly Judiclary Committee. The committee has repeatedly Squashed previous attempts by builders to fix the
problem - because of opposition from attorneys.

Drafted durlng a furious round of meetings in recent days, the bill also lets homeowners for the first time demand
fixes for problems such as inadequate firewalls and faulty chimneys, even if they haven't yet caused greater damage
to the house.

Burton and other legisfators pressured attorneys and bullders to work out their differences to help a housing market
where condominiums are viewed as a more affordable option for first-time home buyerts

Insurers testified Tuesday that their industry rematns wary of a state where attorneys routinely grouped owners of
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400-unit complex in San Diego.

“We don't know if the bill has the incentives to bring the Insurers back,” said Mark Sektnan, assistant vice president
of state affairs for the American Insurance Association. But he called it geod for consumers.

The bill must pass the Assembly and Senate by Saturday night and be signed by Gov. Gray Davis to hecome faw.

Read SB800 at www.sen.ca.gov.
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LENGTH; 848 words @
. o
HEADLINE: Affordable-housing prognosis takes a turn for the favorable §
. : )
BYLINE: Lew Sichelman; Lew Sichelman is a nationally syndicated free-lance writer based in Maryland.
BODY: . u
SAN FRANCISCO -- For the first time in recent memory, state and national housing industry leaders are optimistic S
they can finally get their arms around the affordable-housing crisis. Eﬁ
7]
At the state level, California’s builders are pinning their hopes on legislation that would insulate them from lawsuits E
' ver construction defects until they have time to investigate complaints and make the necessary repairs. E
The measure is far from a done deal, But if it passes, Michael Pattinson, president of the California Bullding Industry o
Association and president of Carisbad-based home builder Barratt American, said builders will once again enter the >
affordable town house and condominium market and begin cutting into what has become a "chronic hausing deficit.” =
On the local level, the San Diego City Councll is scheduled in early August to consider an affordable-ousing plan that 3
would require home builders in the city to construct low-cost housing in conjunction with their market-rate projects, %
The concept, known as inclusionary housing, has won the support of a council committee. )
-
And at the national level, builders say there has been "more of a focus" on housing in the last month than they've =~
seen in years. "I'm encouraged," said Gary Garczynski, a builder from northern Virginia who is president of the ::\‘
210,000-member National Assoctation of Home Builders. Speaking to reporters at the Pacific Coast Builders nl:
Conference In San Francisco, Garczynski said the deepening chasm between America's haves and have-nots "still has we
to be addressed.” ’

But, he added, the White House "is putting an emphasis on housing that hasn't been there in a while." In a single

week recently, the Bush administration released a report outlining the barriers that prevent minorities from becoming
owners and then announced an unhprecedented public/private commitment to knock down those bartiers.

The president then visited the Department of Housing and Urban Development, where he said, *I believe owning a

home is an essential part of economic security." It was "the most exciting week" of his two-year tenure at HUD, said
Housing Secretary Mel Martinez, "and maybe the most exciting week in the department's history."

Focus on housing

The president's June housing blitz was times to colnclde with Natlonal Homeownership Month. According to the CBIA,
the housing shortfall In California will reach about 100,000 units this year, meaning that builders will produce about
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.- 100,000 units less than they could sell based on current demand.

For the most part, the deficiency is In the affordable price ranges, which bullders have all but abandoned because,
Pattinson charged, “a group of trial lawyers discovered that suing builders of attached for-sale housing was a

veritable gold mine.” Since the mid-1980s, the San Diego builder charged, practically every builder of every condo
project built in the Golden State since the mid-1980s has been sued over "real or alleged construction defects.”

And as a result, the insurance industry has "basically walked away from this part of our industry.” But with legisiation
that would establish a builder's right to repair problems, Pattinson said he's "more optimistic” than he's been in the
last 10 years that "at least a partial solution to the condo crisis is at hand."

In an attempt to define the difference between acceptable construction tolerances and defects, the bill would

prescribe a set of "functionality standards” and guarantee that the home will meet those requirements. It would also
detail what's expected of buyers in terms of maintenance.

If something should go wrong, owners would be required to notify their builders of the problems within a certain time
frame. And builders would then have so many days in which to investigate the defect and make whatever repairs
deemed necessary. If the two sides cannot agree on the problem and how to correct it, they would submit their
dispute to a third-party arbitrator.

Promises, promises

If litigation was to be curtalled in this manner, the CBIA malntains, insurance would once again become avallable and
housing production would increase sharply. “This Is what the consumer wants," Pattinson said. “If he has a problem,
he wants it fixed. He doesn't want to be dragged into litigatton."

The state's builders are on track to build nearly 150,000 new units this year. That's about the same as last year and
the year before, according to the California Construction Industry Research Board. But it's 100,000 short of
production levels in the mid-1980s.

" "\ The bllt Is similar to measures passed or under consideration in Washington, Arizona, Virginia and a nurmber of other

../ states, according to the NAHB. It has the support of several California legislators, the CBIA says, including Senate

President John Burton, D-San Francisco, who is working to gain the backing of other groups, including the insurance
industry and trial lawyers.

*There's a lot of momentum behind the concept,” said Pattinson. "It's a very fair set of circumstances for builders and
consumers.”
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CALIFORNIA LEGISLATURE
 2001-02 REGULAR SESSION

'SENATE DAILY JOURNAL

TWO HUNDRED SIXTY-SECOND LEGISLATIVE DAY

IN SENATE

Senate Chamber Sacramento '
Saturday, Augusl 31,2002
The Senate met at 10:30 am.
Hon. John L. Burton, of the 3rd District, pres1dmg
Secretary Greg Schmidt at the Desk,
.. Assistant Secretary David Valverde reading.

QUORUM CALL OF THE SENATE

Without objection, a quornm call was placed upon the Senate.
The President direcied the Sergeant at Arms to close the doors and to
brmg in the absent Members.

PROCEEDINGS UNDER QUORUM CALL OF THE SENATE
ROLL CALL
_ 'The roll was called and the following Senators answered to their names:
Ackerman, Alarcén, Alpert, Battin, Bowen, Brulte, Burton, Chesbro,
Costa, Dunn, Escutia, Figueroa, Haynes, Johannessen, Johnson, Karnette,
Kueh!, Machado, Margett, McClintock, McPherson, Monteith, Morrow,
Murray, O’Connell, Oller, Ortiz; Peace, Perata, Polanco, Pooch:gxan

Romero, Scott, Sher, Soto, Speler Torlakson, Vasconcellos, and
Vincent—39,

Quoruom present.

{NOTE: Senator nght will be excused thzs day diie 10. a famzly B

" emergency.)
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Machado, McPherson, Murray, O’Connell, Ortiz, Peace, Perata, Polanco,
Romero, Scott, Sher, Soto, Speier, and Vasconcellos,

NOES (8)—Senators’ Ackerman, Battin, Haynes, Margett, McClintock,
Monteith, Morrow, and Oller.

UNFINISHED BUSINESS (RESUMED)
Consideration of Assembly Amendments
Senate Bill 800—An act to add Section 43.99 to , and to add Title 7
{commencing with Section 893) to Part 2 of Division 2 of, the Civil Code,
relating to construction defects.
Bill presented by Senator Burton.

The question being: Shall the Sepate concur in the Assembly
amendments to SB 8007

Roll Cait '

The roll was called and the Senate concurred in Assembly amendments
by the following vote:

AYES (33)—Senators Alarcén, Alpert, Batiin, Bowen, Burton,

- Chesbro, Costa, Dunn, Escutia, Figueroa, Haynes, Johannessen, Karnette,

Kuehl, Machado, Margett, McPherson, Monteith, Mosrow, Mutray,
O’Connell, Ortiz, Peace, Perata, Polanco, Poochigian, Romero, Scott,
Sher, Soto, Speier, Torlakson, and Vasconcellos, :

NOES (0)—None. :

Above bill ordered enrolled.:

MOTION TO PRINT IN JOURNAL - _
- Senator Burton moved that the following letter be printed in the Journal,

Motion carried. .

August 29, 2002
The Honorable Gregory P. Schmidt '

Chief Executive Officer
Dear Greg: ' _

- There has been a request for clarification of Section 896(2)(3)(E) of
SB 800. Under that section, if a homeowner brings a claim solely for a
defect in a manufactured product and the homeowner includes the builder
in the claim, the right to repair provisions apply to the claim against the
builder. Otherwise, the statute does not apply in any action seeking
recovery solely for a defect in a manufactured product located within or
adjacent to a structure. ' . ;

Peace and Friendship, o ,
' JOHN BURTON
- President pro Tempore
Senator Bowen Presiding

REQUEST FOR UNANIMOUS CONSENT (SB 689)
Senator Perata asked for, and was granted, unanimons consent to take up
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; LEGISLATIVE
" INTENT SERVICE, INC.

712 Main Street, Suite 200, Woodland, CA 95695
(800) 666-1917 « Fax (530) 668-5866 » www legintent.com

DECLARATION OF MARIA A. SANDERS

I, Maria A. Sanders, declare:

I am an attorney licensed to practice in California, State Bar No. 092900,
and am employed by Legislative Intent Service, Inc., a company specializing in
researching the history and intent of legislation.

Under my direction and the direction of other attorneys on staff, the
research staff of Legislative Intent Service, Inc. undertook to locate and obtain
documents relevant to the enactment of Senate Bill 800 of 2002. The documents
listed below were obtained through Legislative Intent Service, Inc.’s online quick
purchase service of previously-compiled legislative histories. Senate Bill 800 was
approved by the Legislature and was enacted as Chapter 722 of the Statutes of
2002.

The following list identifies all documents purchased on October 28, 2013,
through Legislative Intent Service, Inc.’s online quick purchase service of compiled
legislative histories, on Senate Bill 800 of 2002. All documents listed in this
Declaration are true and correct copies of the originals gathered by Legislative
Intent Service, Inc.

SENATE BILL 800 OF 2002:

1. All versions of Senate Bill 800 (Burton-2002);

2. Procedural history of Senate Bill 800 from the 2001-02
Senate Final History;

3. Two analyses of Senate Bill 800 prepared for the Senate
Committee on Transportation;

4. Material from the legislative bill file of the Senate
Committee on Transportation on Senate Bill 800;

5. Analysis of Senate Bill 800 prepared by the Senate
Committee on Judiciary;

6. Material from the legislative bill file of the Senate
Committee on Judiciary on Senate Bill 800,

7. Two Third Reading analyses of Senate Bill 800 prepared
by the Office of Senate Floor Analyses;

Page 1 of 3



10.

11.

12.

13.

14.

I5.

16.

17.

18.

19.
20.

Material from the legislative bill of the Office of Senate
Floor Analyses on Senate Bill 800;

Analysis of Senate Bill 800 prepared for the Assembly
Committee on Transportation;

Material from the legislative bill file of the Assembly
Committee on Transportation on Senate Bill 800;
Analysis of Senate Bill 800 prepare by the Assembly
Committee on Judiciary on Senate Bill 800;

Material from the legislative bill file of the Assembly
Committee on Judiciary on Senate Bill 800;

Analysis of Senate Bill 800 prepared for the Assembly
Committee on Appropriations;

Material from the legislative bill file of the Assembly
Committee on Appropriations on Senate Bill 800;
Two Third Reading analyses of Senate Bill 800:

a.

b.

as prepared by the Assembly Committee on
Transportation,

as prepared by the Assembly Committee on
Judiciary;

Material from the legislative bill file of the Assembly
Republican Caucus on Senate Bill 800;

Unfinished Business analysis of Senate Bill 800 prepared by
the Office of Senate Floor Analyses;

Material from the legislative bill file of Senator John Burton
on Senate Bill 800;

Post-enrollment documents regarding Senate Bill §00;
Articles regarding Senate Bill 800, as follows:

a.

“Insurance Woes Plague Western Home Builders”
from the Wall Street Journal, March 6, 2002,
http://homes.wsj.com;

“Legislation to Ease Housing Crisis” prepared by the
California Building Industry Association, August 31,
2002, http://www.cbia.org;

“Financial-privacy bill hits major hurdle” from The
Sacramento Bee, September 1, 2002,
http.//www.sacbee.com;

“Bill seeks to offer builders relief” from the Oakiand
Tribune, September 4, 2002,

http:// www.oaklandtribune.com;

“New Analysis: Term Limits Hinder Legislative
Diligence”, from the Los Angeles Times,

September 2, 2002, hitp://pgasb.pgarchiver.com:
“Fix, don’t sue, New Approach seeks construction
defect cure”, from The Sacramento Bee,

September 4, 2002, http:.//www.sacbee.com;
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21.  Two Press Releases regarding Senate Bill 800, as follows:

a. “Consumers Win With Construction Defect Bill,”
from the American Insurance Association,
August 28, 2002, hitp://www.aiadc.org;

b. “Legislation to Ease Housing Crisis” from the Voice
of Housing in California, August 31, 2002,
hitp://www.chia.org;

22.  Atticles regarding Senate Bill 800, dated July through
September, 2002 from Lexis-Nexis,
http://proxy.library.upenn.edu;

23.  Letter of clarification on Senate Bill 800, dated August 29,
2002 by Senator John Burton from the Senate Daily Journal,
August 31, 2002, .

I declare under penalty of perjury under the laws of the State of California
that the foregoing is true and correct. Executed this 19th day of March, 2014 at

Woodland, California.

MARIA A. SANDERS
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