

















ALTERNATIVE & INTERNAL DISPUTE RESOLUTION
SPECIAL STATUTORY NOTICE TO HOMEOWNERS

The California Legislature has established a public policy in this state that requires the use of
Alternative Dispute Resolution ("ADR") before resorting to litigation to resolve certain conflicts
that arise in condominiums, planned developments and other common interest developments.
The law requires each association to distribute a summary of California Civil Code Sections
1369.510 through 1369.590 to its members annually either at the time the annual budget is
distributed or in the manner specified in Corporations Code Section 5016.

Rather than attempt to summarize the law, which is lengthy and may result in omissions or
misunderstandings of what the law provides, we are providing a copy of law in its entirety
below. PLEASE NOTE:

FAILURE OF A MEMBER OF THE ASSOCIATION TO COMPLY WITH
THE ALTERNATIVE DISPUTE RESOLUTION REQUIREMENTS OF
SECTION 1369.520 OF THE CIVIL CODE MAY RESULT IN THE LOSS
OF YOUR RIGHT TO SUE THE ASSOCIATION OR ANOTHER
MEMBER OF THE ASSOCIATION REGARDING ENFORCEMENT OF
THE GOVERNING DOCUMENTS OR THE APPLICABLE LAW.

§1369.510. ADR Definitions

As used in this article:

(a) "Alternative dispute resolution" means mediation, arbitration, conciliation, or other
nonjudicial procedure that involves a neutral party in the decision making process. The form of
alternative dispute resolution chosen pursuant to this article may be binding or nonbinding, with the
voluntary consent of the parties.

(b) "Enforcement action" means a civil action or proceeding, other than a cross-complaint,
for any of the following purposes:

1) Enforcement of this title.

2) Enforcement of the Nonprofit Mutual Benefit Corporation Law (Part 3
(commencing with Section 7110) of Division 2 of Title 1 of the Corporations Code).

3) Enforcement of the governing documents of a common interest development.

§1369.520. ADR Required Before Filing Certain Actions

# (a) An association or an owner or a member of a common interest development may not file
an enforcement action in the superior court unless the parties have endeavored to submit their dispute to
alternative dispute resolution pursuant to this article.

(b) This section applies only to an enforcement action that is solely for declaratory,
injunctive, or writ relief, or for that relief in conjunction with a claim for monetary damages not in excess
of the jurisdictional limits stated in Section 116.220 and 116.221 of the Code of Civil Procedures.

(c) This section does not apply to a small claims action.

d) Except as otherwise provided by law, this section does not apply to an assessment
dispute.

§1369.530. Initiating the ADR Process
(a) Any party to a dispute may initiate the process required by Section 1369.520 by serving
on all other parties to the dispute a Request for Resolution. The Request for Resolution shall include all
of the following:
¢)) A brief description of the dispute between the parties.
2) A request for alternative dispute resolution.
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3) A notice that the party receiving the Request for Resolution is required to
respond within 30 days of receipt or the request will be deemed rejected.

4) If the party on whom the request is served is the owner of a separate interest, a
copy of this article.

(b) Service of the Request for Resolution shall be by personal delivery, first-class mail,
express mail, facsimile transmission, or other means reasonably calculated to provide the party on whom
the request is served actual notice of the request.

© A party on whom a Request for Resolution is served has 30 days following service to
accept or reject the request. If a party does not accept the request within that period, the request is
deemed rejected by the party.

§1369.540. Time for Completing ADR Process and Cost Splitting

(a) If the party on whom a Request for Resolution is served accepts the request, the parties
shall complete the alternative dispute resolution within 90 days after the party initiating the request
receives the acceptance, unless this period is extended by written stipulation signed by both parties.

) Chapter 2 (commencing with Section 1115) of Division 9 of the Evidence Code applies
to any form of alternative dispute resolution initiated by a Request for Resolution under this article, other
than arbitration.

(c) The costs of the alternative dispute resolution shall be borne by the parties.

§1369.550. Effect of ADR on Statutes or Periods of Limitation

If a Request for Resolution is served before the end of the applicable time limitation for
commencing an enforcement action, the time limitation is tolled during the following periods:

(a) The period provided in Section 1369.530 for response to a Request for Resolution.

b) If the Request for Resolution is accepted, the period provided by Section 1369.540 for
completion of alternative dispute resolution, including any extension of time stipulated to by the parties
pursuant to Section 1369.540.

§1369.560. Filing ADR Certificate upon Filing Court Action
(a) At the time of commencement of an enforcement action, the party commencing the action
shall file with the initial pleading a certificate stating that one or more of the following conditions is
satisfied:
1) Alternative dispute resolution has been completed in compliance with this article.
2) One of the other parties to the dispute did not accept the terms offered for
alternative dispute resolution.
3) Preliminary or temporary injunctive relief is necessary.
(b) Failure to file a certificate pursuant to subdivision (a) is grounds for a demurrer or a
motion to strike unless the court finds that dismissal of the action for failure to comply with this article
would result in substantial prejudice to one of the parties.

§1369.570. Referral to ADR and Stay of Court Action by Stipulation

(a) After an enforcement action is commenced, on written stipulation of the parties, the
matter may be referred to alternative dispute resolution. The referred action is stayed. During the stay,
the action is not subject to the rules implementing subdivision (c) of Section 68603 of the Government
Code.

b) The costs of the alternative dispute resolution shall be borne by the parties.
§1369.580. Refusal to Participate in ADR; Effect of Court Award of Fees and Costs
In an enforcement action in which fees and costs may be awarded pursuant to subdivision (c) of Section
1354, the court, in determining the amount of the award, may consider whether a party's refusal to
participate in alternative dispute resolution before commencement of the action was reasonable.
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§1369.590. Annual Summary of ADR Procedures to Members
(a An association shall annually provide its members a summary of the provisions of this
article that specifically references this article. The summary shall include the following language:
"Failure of a member of the association to comply with the alternative dispute resolution
requirements of Section 1369.520 of the Civil Code may result in the loss of your right to
sue the association or another member of the association regarding enforcement of the
governing documents or the applicable law."
(b) The summary shall be provided either at the time the pro forma budget required by
Section 1365 is distributed or in the manner prescribed in Section 5016 of the Corporations Code. The

summary shall include a description of the association's internal dispute resolution process, as required by
Section 1363.850.

INTERNAL DISPUTE RESOLUTION PROCEDURE (IDRP)

Under law which took effect in 2005, disputes between owners and the association may be
subject to an additional type of dispute resolution, the “Internal Dispute Resolution Procedure” (“IDRP”).
The new statutes (Civil Code §§1363.810-1363.840) permit the association to adopt its own Procedure, or
to use the statutory procedure. Your association has elected to adopt its own procedure. The types of
disputes covered by this IDRP include those involving rights, duties or liabilities under the Davis Stirling
Act, the portion of the Corporations Code relating to Nonprofit Mutual Benefit Corporations, and/or the
governing documents of the association, the following Internal Dispute Resolution Procedure ("IDRP")
shall apply to permit the homeowner to attempt to resolve the dispute internally.

Please note that this IDRP supplements and does not replace, the "Alternative Dispute
Resolution" (“ADR”) procedure set forth in the annual mailing, which is required before institution of
most litigation to declare or enforce the governing documents.

1. If there is a dispute between the Association and a homeowner regarding rights, duties or liabilities
under the Davis Stirling Act, the portion of the Corporations Code relating to Nonprofit Mutual Benefit
Corporations, and/or the governing documents of the Association, the complaining party (whether
Association or homeowner) may serve on the responding party, by certified mail with return receipt
requested, a "Notice of Request for Internal Dispute Resolution." The notice shall set forth the nature of
the dispute, as well as an address and telephone number where the complaining party may be reached.
Participation in the IDRP by the Association is mandatory when initiated by a homeowner; however, a
homeowner is not required to participate in IDRP initiated by the Association.

2. If the complaint is initiated by a homeowner, the Association shall have 15 days from the date of
execution of the return receipt by the Association to mail to the homeowner a "Notice of Meeting" with a
date, time and place for a meeting to address the dispute. The meeting shall be held within 30 days of the
service of the “Notice of Request for Internal Dispute Resolution" unless the parties agree in writing to a
later date, which date shall be within 90 days of the date of receipt by the Association of the “Notice of
Request for Internal Dispute Resolution.”

If the complaint is initiated by the Association, the homeowner may signal his/her agreement to
participate in the IDRP by writing delivered to the Association within 15 days of the date the homeowner
signs the return receipt for the “Notice of Request for Internal Dispute Resolution”. Thereafter, the
Association shall have 15 days from the date of delivery of the agreement to participate to mail to the
homeowner a “Notice of Meeting” with a date, time and place for a meeting to address the dispute.

The meeting shall be held within 30 days of the receipt by the association of the homeowner’s agreement
to participate in the IDRP, unless both parties agree in writing to a later date, which shall be no more than
90 days after the service of the “Notice of Request for Internal Dispute Resolution” on the homeowner by
the Association.
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3. At the meeting, a member of the Board designated by the Board to meet with the homeowner shall do
so. The Board may also direct that an additional Board member and/or management representative attend
the meeting, however, neither party shall be entitled to bring attorneys to the meeting, except that if either
the Board member or the homeowner is an attorney, such attorney may fully participate. The meeting
shall be confidential, unless the parties sign a written resolution agreement as described below.

At the meeting, the complaining party shall be permitted to explain the dispute to the responding party.
At the conclusion of the complaining party’s explanation, the responding party shall be entitled to explain
his/its position. Upon the conclusion of such statements, the homeowner and the Board member shall
attempt to resolve the dispute. The Board member may consult with other attendees, and/or the remaining
board members or association counsel by telephone, during the meeting, if necessary to effectuate a
resolution of the dispute. The homeowner may consult with his/her counsel, by telephone, during the
meeting, if necessary to effectuate a resolution of the dispute.

If the parties agree to a resolution of the dispute, that resolution must be written out at the meeting, and
dated and signed by both the homeowner and the Board member, unless both parties agree to a
postponement, not to exceed one week, to permit a written agreement to be prepared. The resolution shall
recite that the parties agree that the resolution agreement is binding and judicially enforceable. Provided
the resolution agreement is not in conflict with the law or the governing documents, it is thereafter
Judicially enforceable by either party.

4. If the parties cannot resolve the dispute as set forth above, a complaining homeowner shall have the
right to appeal to the Association's board of directors. The appeal shall be initiated by mailing to the
Association, by certified mail with return receipt requested, and within 15 days of the date of the IDR
meeting, a "Notice of Appeal--IDR". The Notice of Appeal shall set forth the nature of the dispute, the
date of the IDR meeting, and the name of the Board member who met with the homeowner.

Within 7 calendar days of receipt of the "Notice of Appeal”, the Board shall send the homeowner a notice
of an executive session, to be held within 30 calendar days of receipt of the Notice of Appeal, at which
the homeowner may appear and attempt to resolve the dispute. Neither the Board nor the homeowner
shall be entitled to be represented by counsel at the session. If the appeal results in a resolution of the
dispute, that resolution must be written out at the meeting, and dated and signed by both the homeowner
and the Board member, unless both parties agree to a postponement, not to exceed one week, to permit
the written agreement to be prepared. The resolution shall recite that the parties agree that the resolution
agreement is binding and judicially enforceable. Provided the resolution agreement is not in conflict with
the law or the governing documents, it is thereafter judicially enforceable by either party.

5. A homeowner may elect to initiate the IDR procedure after receipt of an ADR notice from the
Association; however, the homeowner is still required to respond to the ADR offer within 30 days of
receipt by the homeowner of the offer of ADR. The ADR proceeding, if homeowner accepts the
mediation and if the IDRP does not result in a resolution, shall be convened after the IDRP is completed.
6. If the Association determines at any time that it must immediately proceed to obtain a temporary
restraining order or preliminary injunction, it may do so, without regard to a pending IDRP, but it must
inform the court that a homeowner has requested IDRP and of this procedure, so that the court may stay
proceedings if it desires to permit the IDRP to proceed.

7. No fee shall be charged a homeowner for use of this procedure.
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