Assembly Bill 1903
Construction Defect Liability Reform
Assemblymember Buffy Wicks (AD-14)

SUMMARY

AB 1903 would increase the amount of
homeownership housing built in California by
reducing construction defect litigation, while
ensuring homeowners get speedier repairs.

ISSUE

since the first years after SB 800 passed — from
27% of housing in major metros to 6%.

SOLUTION

California’s residential construction defect law,
enacted through SB 800 (2002), was intended to
create a fair and efficient process to resolve
construction defect claims while giving builders the
opportunity to repair problems before litigation
occurs. The premise was simple: a defect is
identified by the homeowner, the builder is
responsible to repair it, and if the repair does not
occur, the homeowner can sue the developer.

However, over time, the system has become
imbalanced in favor of expensive litigation, instead
of timely repair. There are several reasons for this,
including that:

e Many of the standards of violation only require
that a building component might someday be
defective, even if no damage has occurred,
making it possible for litigants to seek unlimited
compensation that bears no relation to the
actual damages and for issues that may never
occur;

¢ Notices of claim frequently lack basic
information about the alleged defect, making
inspections and repairs difficult; and

e The builder is not able to receive a release for
repairs made, and those repairs made might not
count against their self-insured retention,
limiting the motivation for builders to make
timely repairs.

As a result, homeowners often face years of
litigation rather than having problems with their
homes resolved quickly. Additionally, the costs and
uncertainty affiliated with litigation have become a
substantial impediment to the construction of
condominiums, which are an essential entry-level
homeownership option. As a result, the
construction of condominiums has decreased 75%

AB 1903 restores the original intent of the law and
restores balance to the construction defect process.
It does so by:

e Ensuring that only actual defects can be
actionable claims by systematically tightening
the violation standards to substantially
minimize the potential for frivolous claims.

o Providing transparency by requiring claimants
to identify the location and observable evidence
of alleged defects.

e Creating a true right to repair by allowing
builders to get a release from liability one year
after successful repairs.

By correcting the imbalance in the current system,
AB 1903 will help ensure that homeowners get
repairs to actual defects in a timely way, while also
making it more economically feasible to build
condominiums — creating more entry-level
homeownership opportunities for the people of
California.
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