
REGULATORY AGENCY ACTION

At a March 28 workshop, the Board
delegated completion of its section 27 re-
porting requirements to Executive Officer
Ray Giunta. Giunta reported that after the
Board closed in December, volunteers ad-
ministered licensing examinations and an-
swered consumer inquiries; in March, the
Board returned to full operation with tem-
porary staff.

Also at its March meeting, the Board
approved the March 31 status report pre-
pared by Giunta, as required by the section
27 agreement. Among other things, the
report states that "former staff members
were purposely hiding complaints under
their desk to underreport the pending
counts of open complaints" and that staff
"discovered files with unopened, and un-
answered mail addressed to the Executive
Officer under a former employee's work
station." As of March 31, the Board had a
backlog of 98 open, pending complaints
-16 are at least one year old, 20 are at
least eight months old, 30 are at least six
months old, 29 are at least three months
old, and the remaining three are under two
months old. The report also states that the
Board has not had an inspector to perform
inspections and investigations since its last
inspector retired in 1992; however, Giunta
initiated twelve inspections since he was
hired in April 1994, several of which have
been referred for disciplinary action of
some sort.

The Board also met its April 17 deadl-
ine to submit a report discussing the fea-
sibility of third-party administration of the
conservatorships currently under the con-
trol of the Board and the necessity of seek-
ing court approval for such action. Under
existing law, the Board is authorized to
take control of a cemetery where it has
reason to believe, or based on its investi-
gation believes, that there has been dam-
age to the endowment care fund or where
damage to the fund is likely to occur if the
Board does not act immediately; once this
type of action is taken by the Board, the
law requires the Board to file a petition in
the superior court where the property is
located for placement of the property under
conservatorship with the Board. In drafting
the report, a Board consultant contacted sev-
eral private cemeterians, financial institu-
tions, and government agencies to deter-
mine whether they would be interested in
providing daily oversight and asset man-
agement of cemeteries in conservatorship.
The private cemeterians expressed inter-
est in taking over these activities at active
cemeteries (based on a case-by-case eval-
uation for profitability), but stated no in-
terest in these functions at inactive ceme-
teries. The financial institutions contacted
expressed interest in asset management on

portfolios in excess of $1.1 million, in
order to meet their annual fee require-
ments. No government agencies express-
ed interest in daily oversight; other agen-
cies which must conserve insolvent insti-
tutions (such as the Department of Insur-
ance) contract out daily management
functions by appointment or the bid pro-
cess. No one expressed interest in taking
over either daily oversight or asset man-
agement functions on the seven cemetery
properties currently under Board conser-
vatorship.

The Board also drafted a May 10 pre-
liminary report on the proposed merger
with BFDE, as envisioned in AB 597 (Spe-
ier) (see LEGISLATION). The draft re-
veals that the two boards already share
common space in the same building and
have compatible phone equipment and
computer systems, and that savings from
eliminating one of the two executive offi-
cer positions could be applied to other
personnel costs.

Fee Increases Revived. In May 1994,
the Board approved proposed regulatory
changes which increase virtually all of the
fees it charges to the statutory maximums
established in Business and Professions
Code sections 9750-70. [14:4 CRLR 48]
After the Board reopened for business in
March, it revived this rulemaking pro-
posal and forwarded it to the Office-of
Administrative Law in late May, where it
is pending at this writing.

* LEGISLATION

AB 597 (Speier), as amended May 10,
would abolish the Cemetery Board and
BFDE, create the eleven-member Board
of Funeral and Cemetery Services (BFCS),
and transfer all power, authorities, and
funds previously vested with the Ceme-
tery Board and BFDE to BFCS. BFCS
would have one public member appointed
by the Speaker of the Assembly, one pub-
lic member appointed by the Senate Rules
Committee, and five public members, two
cemetery licensees, and two funeral direc-
tor or embalmer licensees appointed by
the Governor. No BFCS member would be
allowed to hold both a cemetery license
and a funeral license.

AB 597 would also specify that the
DCA Director may assume the board's
powers and duties where an investigation
discloses "probable cause" to believe that
the conduct of the board constitutes a vio-
lation of criminal law and the Director
believes the board is unable to perform its
regulatory duties due to a conflict of inter-
est, neglect, or dishonorable or unprofes-
sional conduct; expand the existing statute
of limitations on the merged board's filing
of an accusation against a licensee from

two years to three years from the perfor-
mance of an unlawful act; and establish a
higher duty of care to the consumer by mak-
ing "negligence" instead of "gross negli-
gence" the basis for board disciplinary ac-
tion against a licensee. The bill would also
remove an existing statutory cap on fines
assessed for multiple violations of the
merged board's enabling act. [A. Appr]

* RECENT MEETINGS

At its March 28 workshop, the Board
voted unanimously to initiate rulemaking
to require minimum building standards in
the construction of mausoleums.

At the Board's March 29 meeting, the
Board reaffirmed its opposition to merger
with BFDEby a4-2 vote; public members
Jane Emerson and Jeff Wallack voted not
to oppose the merger (see MAJOR PRO-
JECTS and LEGISLATION).

* FUTURE MEETINGS
July 18 in Sacramento.
September 25 in Sacramento.

CONTRACTORS STATE
LICENSE BOARD
Registrar: Gail W. Jesswein
(916) 255-3900
Toll-Free Information Number:
1-800-321-2752

he Contractors State License Board
(CSLB) licenses contractors to work

in California, handles consumer complaints,
and enforces existing laws pertaining to con-
tractors. The Board is authorized pursuant to
the Contractors State License Law (CSLL),
Business and Professions Code section 7000
et seq.; CSLB's regulations are codified in
Division 8, Title 16 of the California Code
of Regulations (CCR).

The thirteen-member Board-consist-
ing of seven public members, two B-gen-
eral building contractors, two C-specialty
contractors, one A-general engineering con-
tractor, and one member from a labor or-
ganization representing building trades-
generally meets four times per year. The
Board currently has five committees: ad-
ministration/public information, enforce-
ment, licensing, legislation, and execu-
tive.

On March 6, Governor Wilson ap-
pointed Timothy Strader to CSLB for a
three-year term running until March 1988.
Strader, 56, is an attorney from Corona Del
Mar, and has worked as in-house counsel for
the Koll Company; Strader was also a
principal with the Legacy Development
Group, a real estate development company
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located in southern California. Strader's
appointment is subject to Senate confir-
mation.

U MAJOR PROJECTS

CSLB Acts on Flood Disaster. CSLB
is taking steps to avoid consumer fraud
resulting from the January floods in north-
ern California. Among other things, the
Board held "town hall meetings" for flood
victims in the Sacramento, Napa, and
Sebastopol areas, explaining the potential
for fraud by unlicensed contractors. CSLB
also arranged with several area television
stations to broadcast consumer awareness
advertisements. The Board continues to
monitor the area and inform consumers by
providing flood disaster fliers with the
Board's toll-free disaster number (800-
962-1125). CSLB also plans to arrange
sting operations in the area in order to
discourage unlicensed persons from solic-
iting contracting work.

Legislation Seeks to Limit Contrac-
tor Disclosure. AB 3001 (Conroy) (Chap-
ter 783, Statutes of 1994) requires a home
improvement contractor to disclose disci-
plinary actions and/or judgments to cus-
tomers if the contractor has had two or
more disciplinary actions within a ten-
year period; the disclosure must be pro-
vided in a written document prior to enter-
ing into a contract to perform work on
residential property, and the Board's toll-
free complaint hotline number must be
included in the contract, as well as infor-
mation on the hazards of dealing with
unlicensed contractors. [14:4 CRLR 50]
At its October meeting, CSLB heard strong
opposition to the passage of AB 3001 from
contractors such as Bob Harder of the
North Coast Builders Exchange, who
claimed that the ten-year tracking period
is too long a period given the minor nature
of some violations. However, Ann Arm-
strong of the Contractors Referral Net-
work contended that AB 3001 was enacted
with consumer protection in mind. [15:1
CRLR 50]

In direct contrast to AB 3001, SB 112
(Hurtt) seeks to limit the availability of
disciplinary information on contractors.
SB 112 would provide that records of all
citations, penalties, or any form of disci-
plinary action against a contractor are not
subject to disclosure if the contractor has
held a valid license for five continuous
years and has not been disciplined during
that five-year period (see LEGISLATION).
CSLB supports SB 112, provided the bill
is amended to state that a contractor's
disciplinary record is not subject to disclo-
sure provided the contractor is "active and
in good standing" with CSLB over the
five-year period. CSLB views SB 112 as

a means to clarify the disclosure require-
ments in AB 3001; however, the bill may
eventually be influenced by Governor
Wilson's call for greater consumer protec-
tion against incompetent contractors. 114:4
CRLR 49; 14:2&3 CRLR 48]

CSLB Response Center Handles
Earthquake-Related Complaints. At the
Board's January 20 meeting, staff reported
that since December 31, CSLB's new
Earthquake Response Center had opened
601 complaints and closed approximately
68 cases; 15--25% of the complaints have
resulted in legal actions. CSLB opened the
Center in Van Nuys to handle the tremen-
dous increase in the number of complaints
concerning repair efforts following the
January 1994 Northridge earthquake. [15:1
CRLR 49; 14:4 CRLR 48-49; 14:2&3 CRLR
48] CSLB staff noted that a substantial
amount of money is being made available
for earthquake rebuilding, creating tre-
mendous potential for fraud; because only
one-half of the rebuilding efforts have
commenced, the Center may be needed for
a considerable time.

Outreach Campaign Begins. At
CSLB's January 20 meeting, the Board's
Outreach Campaign began with CSLB's
approval of six television advertisements
and decision to participate in the Info/Cal-
ifornia Kiosk computer project. The Out-
reach Campaign seeks to raise the level of
consumer awareness concerning the hir-
ing of licensed contractors, as well as in-
creasing contractor awareness of the re-
quirements governing their profession.
[15:1 CRLR 49; 14:4 CRLR 49] The tele-
vision advertisements will be aired through-
out California over the next year. The Info/
California Kiosk project is a touch-screen
computer terminal established at public
locations such as shopping malls and post
offices. The system is directly connected
to government agencies, allowing con-
sumers to access CSLB for material on
how to hire a contractor, how to obtain a
license, how to maintain a license, how to
order forms, and how to receive consumer
information on the licensing and disciplin-
ary records of contractors. The Info/Cali-
fornia Kiosk project will cost CSLB a
one-time development fee of $80,000 and
an ongoing cost of $45,000 per year.

CSLB Enforcement Update. At this
writing, CSLB's enforcement action
against Gotech Builders is set for hearing
before an administrative law judge on
May 23-25. In June 1994, at the request
of CSLB, the Attorney General's Office
filed an accusation against Gotech Build-
ers, its predecessor company Systems
Construction, Gotech owner Jeffrey
Charles Weiner, Ilene Gayron (formally
Ilene Weiner), and others. [15:1 CRLR 49;

14:4 CRLR 49] According to the accusa-
tion, Gotech illegally diverted $961,000
from its clients and subcontractors over a
four-year period. In March, the defendants
filed a general denial of all accusations.
Also in March, Gotech's owner Jeffrey
Weiner filled for bankruptcy and received
discharge of individual liability for all cor-
porate debts from the bankruptcy court.
According to Deputy Attorney General
Anne Mendoza, the bankruptcy judgment
means that Gotech's defrauded clients will
most likely never see their money again;
Mendoza plans to concentrate on the as-
sets of Ilene Gayron, Gotech's alleged for-
mer manager, to compensate victims
should CSLB prevail in the action.

Rulemaking Update. On January 30,
the Office of Administrative Law (OAL)
approved CSLB's adoption of new section
832.28, Title 16 of the CCR, which creates
and defines a new specialty license and
classification for class C-28 lock and se-
curity equipment contractors. [15:1 CRLR
49; 14:4 CRLR 49; 14:2&3 CRLR 48]

On May 17, OAL approved CSLB's
changes to section 832.07, Title 16 of the
CCR, which prohibit low-voltage system
contractors (C-7) from installing low-volt-
age alarm systems. [15:1 CRLR 49; 14:4
CRLR 49; 14:2&3 CRLR 48]

* LEGISLATION

SB 112 (Hurtt), as amended May 9,
would provide that records of a citation,
civil penalty, or other form of discipline
against a person licensed under the CSLL
are not subject to disclosure if the person
has had no citations, civil penalties, or
other form of discipline for the previous
five years, if the person held a current,
active license during the entire five-year
period. [A. CPGE&ED]

AB 560 (Morrissey). Existing law au-
thorizes certain entities regulated by the
Public Utilities Commission to perform
and conduct certain work which would
otherwise require licensure under the
CSLL. As amended May 2, this bill would
authorize the performance of additional
work by a gas, heat, or electric corporation
otherwise requiring a contractor's license,
if(l ) the entity is properly licensed, (2) the
work is related to energy equipment, ap-
pliances, and associated distribution sys-
tems, and (3) the ratepayers do not bear
any cost. A gas utility would be required
to contract with licensed independent
trade members for a significant proportion
of services performed. [A. CPGE&ED]

AB 1567 (Thompson). Under existing
law, as a condition to the issuance, rein-
statement, reactivation, or renewal of a
license, CSLB must require the licensee to
maintain a contractor's bond. Existing law
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also requires a contractor that has pre-
viously been found to have failed to pay
an unsatisfied final judgment to file a
judgment bond to guarantee payment of
the final judgment. As introduced Febru-
ary 24, this bill would revise and recast
these provisions.

Existing law provides for the cancella-
tion of an individual contractor's license
upon the death of the licensee, but pro-
vides that an immediate family member is
entitled to continue the business for a tem-
porary period upon request. Existing law
contains other provisions governing the
effect of the death of a licensee. This bill
would revise and recast those provisions.
Among other things, it would permit an
immediate family member to request au-
thority to continue the business for a rea-
sonable time.

Existing law provides for the suspen-
sion of a contractor's license if a licensee
fails to comply with an arbitration award
or failure to pay a civil penalty, but permits
reinstatement within one year of the sus-
pension. This bill would authorize rein-
statement within 180 days of the date of
suspension. [A. CPGE&ED]

AB 1377 (Thompson). The CSLL ex-
empts from its application public utilities
operating under regulation of the State
Railroad Commission on construction,
maintenance, and development work inci-
dental to their own businesses. As intro-
duced February 24, this bill would delete
the obsolete reference to the State Rail-
road Commission and instead refer to the
Public Utilities Commission. [A. CPGE&
ED]

AB 1915 (V. Brown), as introduced
February 24, would require CSLB to de-
velop criteria by which a person may be
certified as having the necessary work ex-
perience and knowledge of the laws and
regulations relating to public works to sat-
isfactorily perform and complete a public
works contract, as defined, and would pro-
hibit a contractor from bidding on or per-
forming a public works contract unless the
licensee is certified by the Board. [A.
CPGE&ED]

SB 432 (Hughes). Existing law pro-
vides that a home improvement contract
must contain specified information, in-
cluding information regarding the con-
tractor, work to be done, payment pro-
visions, and disclosure regarding a mech-
anics' lien. As amended May 11, this bill
would provide that the failure to include
this information in the home improve-
ment contract renders unenforceable any
security interest in real property taken
by a contractor for the performance of
home improvement services. [A. CPGE&
ED]

SB 1052 (Solis), as amended May 2,
would provide that upon presenting ap-
propriate credentials to a contractor, the
Registrar of Contractors and his/her repre-
sentative shall have free access to a place
where a contractor conducts business dur-
ing regular working hours, and at other
reasonable times when necessary for the
enforcement of the provisions of the
CSLL to prohibit all forms of unlicensed
activity; provide that the Registrar and
his/her agents may obtain statistics, infor-
mation, or physical materials in the pos-
session of the contractor that are directly
related to the investigation; authorize the
Registrar to obtain an inspection warrant
under specified circumstances; and pro-
vide that if the Registrar or his/her agent
is conducting an investigation pursuant to
an inspection warrant, statistics, informa-
tion, or physical material relating to mat-
ters not specified in the warrant that are
found in connection with the investigation
may not be used in any action as evidence
against that contractor unless that evi-
dence was obtained through an indepen-
dent source or inevitably would have been
discovered without the inspection warrant.
[S. Floor]

SB 258 (O'Connell). Existing law
does not regulate persons who perform
home inspections for a fee. As amended
May 11, this bill would define terms re-
lated to paid home inspections, establish a
standard of care for home inspectors, and
prohibit certain inspections in which the
inspector or the inspector's employer, as
specified, has a financial interest. The bill
would also provide that contractual pro-
visions seeking to limit the liability of
home inspectors to the cost of the inspec-
tion are contrary to public policy and in-
valid. The bill would, in addition, identify
and limit the persons who may bring an
action arising out of a home inspection. [S.
Jud]

AB 717 (Ducheny, Hauser). Existing
law provides for the establishment and
enforcement of state building standards,
as specified. Under existing law, these
provisions include oversight of matters
relating to these standards by state and
local entities, including cities, counties,
and the State Building Standards Com-
mission. As amended May 9, this bill
would establish certification, training, and
continuing education requirements for
construction inspectors, plans examiners,
and building officials who are employed
by a local agency in a temporary or per-
manent capacity. The bill would exempt
from its training and certification require-
ments any person currently and continu-
ously employed by a local agency as a
construction inspector, plans examiner, or

building official for not less than two years
prior to the effective date of the bill, until
that person obtains new employment. The
bill would provide that it is not intended
to prohibit any local agency from prescrib-
ing additional criteria for the certification
of construction inspectors, plans examin-
ers, or building officials, and would set
forth other powers and duties of the local
agency, including the power of the local
agency to impose fees to cover the cost of
compliance with the bill's provisions. [S.
Appr]

* LITIGATION

In Attorney General Opinion No. 94-
819, filed February 9, Attorney General Dan
Lungren and Deputy Attorney General
Gregory Gonet interpreted Government
Code sections 4525(e), 4526, and 4529.5 as
prohibiting a state or local agency from con-
tracting with a private construction firm for
construction project management services
if all or any part of such services are to be
performed other than under the direction
and control of a licensed architect, contrac-
tor, or engineer. The opinion arises out of
Senator Milton Marks' request to investi-
gate whether the state may contract with an
unlicensed party for construction manage-
ment services. Government Code section
4526 states that "selection by a state or local
agency head for professional services of pri-
vate architectural, landscape architectural,
engineering, environmental, land surveying,
or construction project management firms
shall be on the basis of demonstrated com-
petence and on the professional qualifica-
tions necessary for the satisfactory perfor-
mance of services required. In order to im-
plement this method of selection, state
agency heads contracting private architec-
tural, landscape architectural, engineering,
environmental, land surveying, or construc-
tion project management firms shall adopt
by regulation, and local agency heads con-
tracting private architectural, landscape ar-
chitectural, engineering, environmental,
land surveying, or construction project man-
agement firms may adopt by ordinance, pro-
cedures that assure that these services are
engaged on the basis of demonstrated com-
petence and qualifications for the types of
services to be performed at fair and reason-
able prices to public agencies...." Govern-
ment Code section 4529.5 states that any
individual or finn proposing to provide con-
struction project management services pur-
suant to Chapter 10 shall provide evidence
that the individual or firm and its personnel
carrying out onsite responsibilities have ex-
pertise and experience in construction proj-
ect design review and evaluation, construc-
tion mobilization and supervision, bid
evaluation, project scheduling, cost-bene-
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fit analysis, claims review and evaluation,
and general management of construction
projects. Government Code section 4525(e)
defines the term "construction project
management" as those services provided
by a licensed architect, registered engi-
neer, or licensed general contractor which
meet the requirements of section 4529.5
for the management and supervision of
work performed on state construction pro-
jects.

The Attorney General interpreted Gov-
ernment Code section 4526's requirement
that state or local agencies only select archi-
tects, contractors, and engineers who meet
regulated procedures that assure these ser-
vices are engaged on the basis of demon-
strated competence and qualifications as
providing a blanket rule that state or local
agencies may only employ license or reg-
istered architects, contractors, and engi-
neers. The Attorney General opined that
Government Code sections 4525(e) and
4529.5 specifically require state or local
agencies to only hire licensed or registered
architects, contractors, and engineers for
construction management services.

On March 9, CSLB filed its opening
brief in its appeal of San Diego County
Superior Court Judge J. Richard Haden's
ruling in Home Depot U.S.A. v. Contrac-
tors State License Board, No. 666739 (July
18, 1994). In this matter before the Fourth
District Court of Appeal (No. D021809),
CSLB seeks reversal of Judge Haden's
decision in favor of Home Depot, and his
order requiring CSLB to invalidate two
citations issued against Home Depot for
its advertisement and performance of cer-
tain installation services. [14:4 CRLR 13-
15; 13:2&3 CRLR 61; 13:1 CRLR 31]

Home Depot began its "we install what
we sell" installation program in San Diego
County in April 1990; by November 1992,
it had performed 50,000 installations and
was making $1.6 million per month in instal-
lations. According to the record, Home
Depot-which is licensed as a B-general
building contractor-enters into installa-
tion contracts but hires licensed specialty
contractors to perform all installation
work: Home Depot screens and qualifies
the independent specialty contractors, in-
vestigates the installer's license to ensure
it is current and proper, and pays the spe-
cialty contractors. The complaints which
led to the two citations were filed by indi-
viduals who own or work for specialty
contractor businesses which compete with
Home Depot for installations.

Business and Professions Code section
7057 defines a general building contractor
as "a contractor whose principal contract-
ing business is in connection with any
structure built, being built, or to be built,

for the support, shelter and enclosure of
persons, animals, chattels or movable prop-
erty of any kind, requiring in its construc-
tion the use of more than two unrelated
building trades or crafts, or to do or super-
intend the whole or any part thereof." To
implement section 7057, CSLB adopted
section 834(b), Title 16 of the CCR, which
provides that a licensee classified as a
general building contractor shall not take
a prime contract (excluding framing or
carpentry) unless it requires at least three
unrelated building trades or crafts, or un-
less he/she holds the required specialty
license(s); section 834(b) also states that a
general building contractor shall not take
a subcontract (excluding framing or car-
pentry) involving less than three unrelated
trades or crafts unless he/she holds the
required specialty license(s). CSLB cited
Home Depot for its advertisement and per-
formance of work in a single trade or craft
without holding a specialty license, in vi-
olation of section 834(b).

In contesting the citations, Home Depot
argued that nothing in section 7057 pre-
cludes a B-general building contractor from
accepting a contract in which two or fewer
unrelated trades are involved, and that reg-
ulatory section 834(b) is thus inconsistent
with the statute. Judge Haden agreed, not-
ing that section 7057 "does not describe
the contract a general contractor may take.
834(b) has simply added a new and addi-
tional restriction on the general building
contractor not intended or apparently con-
templated by the legislature in B&P sec-
tion 7057. This additional restriction is not
a reasonable interpretation of the legisla-
tive mandate." Judge Haden also found
that section 834(b) does not square with
the public protection mandate of the Con-
tractors State License Law. Because sec-
tion 7057 permits a general building con-
tractor to "do or superintend the whole or
any part thereof," Judge Haden noted that
Home Depot could lawfully build an en-
tire house with its B-general building con-
tractor license, and found that "[t]here is
no legitimate argument that a general build-
ing contractor is unqualified to do any aspect
of work in connection with building a sup-
port, structure or enclosure." In this regard,
Judge Haden opined that section 834(b)
"was not adopted to protect the public but
rather to restrain competition. It provides
a monopoly to special license holders."

In its appellate brief, CSLB argued that
Business and Professions Code sections
7057, 7058(a) and (b), and 7059(a) estab-
lish three separate construction classifica-
tions-the general engineering contractor,
the general building contractor, and the
specialty contractor-and specifically
permit the Board to adopt regulations

(such as section 834) to classify contrac-
tors and to limit the field and scope of the
operations of a licensed contractor to
those in which he or she is classified and
qualified to engage. The Board contends
that "the clear and unambiguous language
of [section 7057] requires that a general
building contractor take only construction
contracts which require two or more unre-
lated trades to perform." In response to
Judge Haden's finding that the phrase
"more than two unrelated building trades"
describes the structure involved in the
general contractor's principal business,
CSLB argued that section 7057 requires
that the construction work itself involve
the use of more than two unrelated trades;
"[tihus the number of trades involved in
the construction work is the deciding fac-
tor in the determination of who is a general
building contractor" (emphasis original).
CSLB commented that Judge Haden's
finding demonstrates his lack of appreci-
ation for the classification scheme.

In May, Home Depot was granted an
extension of time until May 25 in which
to file its responsive brief; at this writing,
further calendaring in the case has yet to
be set by the Fourth District.

In In re Bankruptcy of Hammon, No.
94-1118 (Jan. 31, 1995), the U.S. Bank-
ruptcy Appellate Panel of the Ninth Cir-
cuit Court of Appeals held that a cash
deposit made with CSLB in satisfaction
of bonding requirements under Business
and Professions Code section 7071.6 is
part of an individual's bankruptcy estate.
At the time this action was brought, sec-
tion 7071.6(a) required that, as a condition
precedent to the issuance, reinstatement,
reactivation, or renewal of a license, an
applicant must file or have on file with
CSLB a contractor's bond in the sum of
$5,000. Robert Hammon, a general con-
tractor licensed with CSLB, elected to
make a cash deposit of $5,000, rather than
post a bond, to satisfy the requirements of
section 7071.6(a). On or about September
9, 1991, Hammon hired a subcontractor,
Chris Canzone, to install a sign for one of
Hammon's clients. Canzone performed the
work, but Hammon never compensated
him. Hammon subsequently filed for bank-
ruptcy under Chapter 11.

Canzone sought to establish that cash
deposits made under section 7071.6(a) are
separate from an individual's bankruptcy
estate. The bankruptcy court held that the
cash deposit is part of the estate; the court
explained that while surety bonds have
long been held to not be part of a contractor's
estate, a cash deposit is different. Here, Ham-
mon provided his own money to CSLB as
a cash deposit; the court found that Ham-
mon continues to not only have a legal
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interest but also a residual equitable inter-
est in the cash deposit, which he would not
have with a bond. Thus, the court held the
cash deposit is part of the bankruptcy es-
tate.

U RECENT MEETINGS
At its January 20 and April 20 meet-

ings, CSLB discussed the implications of
AB 3302 (Speier) (Chapter 1135, Statutes
of 1994). [14:4 CRLR49-50] Among other
things, AB 3302 amends Business and
Professions Code section 7091(b) to ex-
tend the statute of limitations for CSLB's
filing of an accusation for a latent struc-
tural defect to ten years; AB 3302 also
mandates CSLB to define the term "struc-
tural defect" by December 31, 1995. CSLB's
Enforcement Committee is proposing that,
for the purposes of Business and Profes-
sions Code section 7091 (b), the term "struc-
tural defect" should be defined as a condi-
tion in the structure itself which consti-
tutes a hazard to health or safety or which
renders the structure not reasonably safe
for the use for which it is intended; the
term structure should be defined as that
which is built or constructed, an edifice or
building of any kind, or any piece of work
artificially built up or composed of parts
joined together in some definite manner.
After hearing criticism of the proposed
definition by Bruce Cook of the Institute
of Heating and Air Conditioning Industry
and Dalton James of the National Associ-
ation of the Remodeling Industry, regard-
ing the potentially broad application of the
definition, several Board members agreed
that the language is open-ended and could
cover varying types of defects. At this
writing, CSLB is continuing to develop a
definition of the term.

* FUTURE MEETINGS
July 20-21 in Orange County.
October 26 in Ontario.
January 25, 1996 in Los Angeles.
April 24-25, 1996 in Sacramento.
July 24-25, 1996 in Oakland.

COURT REPORTERS
BOARD OF CALIFORNIA
Executive Officer: Richard Black
(916) 263-3660

T he Court Reporters Board of Califor-
nia (CRB) is authorized pursuant to

Business and Professions Code section
8000 et seq. The Board's regulations are
found in Division 24, Title 16 of the Cal-
ifornia Code of Regulations (CCR).

CRB licenses and disciplines certified
shorthand reporters (CSRs); recognizes

court reporting schools; and administers
the Transcript Reimbursement Fund, which
provides shorthand reporting services to
low-income litigants otherwise unable to
afford such services.

The Board consists of five members-
three public and two from the industry-
who serve four-year terms. The two indus-
try members must have been actively en-
gaged as shorthand reporters in California
for at least five years immediately preced-
ing their appointment. The Governor ap-
points one public member and the two
industry members; the Senate Rules Com-
mittee and the Speaker of the Assembly
each appoint one public member.

U MAJOR PROJECTS
CRB Considers "Reform Coalition"

Issues. On January 28, CRB held a hear-
ing to receive public comment on a num-
ber of controversial issues within the court
reporting industry; a request to address
these issues was submitted to the Board at
its October 1994 meeting by a group call-
ing itself the "Court Reporting Reform
Coalition." The Coalition, claiming to rep-
resent most local freelance reporting agen-
cies, urged the Board to sponsor legisla-
tion entitled "The Court Reporters Reform
Act," to address deposition databanking,
uncertified transcripts ("dirty ASCIIs"),
incentive gift-giving, direct contracting,
standardized format of deposition tran-
scripts, ownership of CSR agencies by
unlicensed individuals, and the duties of
CSRs under California Code of Civil Pro-
cedure section 2025. [15:1 CRLR 50-51]

Following CRB's hearing, Senator
Dan Boatwright introduced SB 795 (Boat-
wright), a major bill sponsored by the
California Court Reporters Association
(CCRA) and supported by the Court Re-
porting Reform Coalition (see LEGISLA-
TION). The bill, which has generated con-
siderable controversy within various fac-
tions of the court reporting industry (in-
cluding the publication of a newsletter
entitled The SB 795 Gazette by the Reform
Coalition), would add several subsections
to Business and Professions Code section
8025(c). These subsections would create
numerous categories of prohibited con-
duct by CSRs-including bribes and gift-
giving, discrimination in the type or price
of services offered, and contracting prac-
tices generally known as "direct contract-
ing" in the industry. Additionally, the bill
would require CSRs to disclose to all par-
ties and participants to a particular action
the nature and price of all reporting and
incidental services available in that action,
and to further disclose any present or po-
tential conflict of interest on the part of the
CSR or his/her principal (including finan-

cial or contractual arrangements existing
between the CSR, the CSR's principal,
and any party or the employer, principal,
insurer, or attorney for any party). At its
March II meeting, CRB took a "support
in concept" position on SB 795, and agreed
to communicate some concerns about the
gift-giving provision to CCRA and Sena-
tor Boatwright.

Another bill, AB 1289 (Weggeland),
would similarly prohibit the practice of
incentive gift-giving by CSRs (see LEG-
ISLATION). At its March 11 meeting, CRB
agreed to take a "watch" position on AB
1289.

Although SB 795 and AB 1289 address
many of the issues raised by the Court
Reporting Reform Coalition, neither pro-
hibits or regulates the provision of so-
called "dirty ASCIIs" by CSRs. The term
"dirty ASCIls" refers to the practice of
CSRs releasing rough drafts (uncertified
versions) of their transcripts. Those in
favor of allowing the practice to continue
claim that the efficiency gained by using
"real time" computer programs to quickly
translate transcripts is of great benefit and
outweighs the possible inaccuracies which
might occur because the reporter does not
review the entire transcript as he/she would
if certifying it; the reporter relies, rather,
on computer software to translate the tran-
script. Proponents also cite the huge finan-
cial investments which CSR firms have
invested in these computer systems, and
the corresponding financial benefits to be
gained. Opponents of this practice feel it
jeopardizes the quality of the work pro-
duced by CSRs. They claim that CSRs
work very hard and complete extensive
and rigorous training to ensure their accu-
racy. To sacrifice this accuracy for speed
or economic gain would be an injustice to
the industry members and to the consum-
ing public. [15:1 CRLR 51]

*LEGISLATION
SB 795 (Boatwright). Existing law

specifies certain causes for suspension,
revocation, or denial of a CSR certificate.
As amended March 28, this bill would
provide that a certificate may also be sus-
pended or revoked upon failure to fulfill
reasonable terms and conditions of proba-
tion; and include as a specified cause for
disciplinary action any fraud or misrepre-
sentation resorted to in attempting to ob-
tain a certificate.

SB 795 would also expand the defini-
tion of unprofessional conduct by a CSR
to include providing goods or services
other than reporting services (except inci-
dental services which are equally pro-
vided to all parties); contracting to provide
services other than on a deposition-by-de-
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