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Briets were served and reviewed.

The Arbitrator thanks counsel for their professionalism in presenting this case.

FINDINGS OF FACT

From the evidence presented. the Arbitrator now makes the following Findings of Fact:
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B e O of Claimant.

The Claimant was formed in 2012, It 1s in the business of property management of
apartment buildings. Presently. it has around 3.500 units,

Mr. [ has been a commercial mortgage broker since 2004 and he has been buying
real estate since 2008.

The subject property is located at 137-15 1 || NG -
(hereinafter referred 1o as “The Property™) consisting of two buildings ol 20 units each, a
total of 40 units.

Mr. [l became aware of The Property through a cold call from ||| N G-
a real estate agent working for ||| | | T Rco! state Investment Services.

Mr. -\':1s tamiliar with _3: he had done around 2 dozen deals
with them.

Mr. [ o ided My - with an Offering Memorandum (Exhibit 2) which
provided data and analysis for rental increases.  The Offering stated. “the property offers
upside n rents.”

B (:o0iliar with the Anaheim arca. He had acquired two other properties
in that city which did not have a rent control ordinance.

[n an email dated July 7. 2019, | - 2s<cd | © prepare a Purchase
Sales Agreement with a $300.000.00 deposit. He asked the agent to provide in the

agreement that “The seller shall leave any current vacant units vacant as well as any unit
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18. On July 25, 2019. the parties entered into a Contingency Removal. (Exhibit 19). The
terms of the Removal are:
a. The purchase price was reduced to $9.240,000.00,
b. The deposit was increased to $300.000.00 and became non-refundable.
c. The deposit would be released to Respondent according to the terms of paragraph 10
ol the Purchase Agreement.
d. Prior to August 1. 2019, seHer shall provide the 60-day notices of rental increase as
requested by the Claimant.
e. I seller loses income due o a vacancy from the rental increase notice, the buyer shall
credit the seller with the rent for that specitic unit on a daily proration torm when the
day the income stopped untit October 11,2019,
t. The date of closing was changed to October 11, 2019,
19. Statewide control became law in California on October 8. 2019.
20. AB 1482 had u retroactivity provision which did not permit the increase of rents as
requested by Claimant.
21. None of the parties or their agents knew of the retroactivity provision contained within

AR 1482 until after it became Law.

APPLICABLE LAW

Code of Civil Procedure Seetion 63 1.8 provides:
(a) After a party has completed his presentation of evidence in a trial by the court, thd
other party. without waiving his right to offer evidence in support of his defense or in
rebuttal in the event the motion is not granted. may move for a judgment. The court
as trier of the facts shall weigh the evidence and may render a judgment in favor of
the moving party. in which casc the court shall make a statement of decision as
provided in Sections 632 and 634 . or may decline to render any judgment until the

close ot all the evidence.  The court may consider all evidence received, provided,
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however. that the party against whom the motion for judgment has been made shall
have had an opportunity to present additional evidence to rebut evidence received
during the presentation of evidence deemed by the presenting party to have been
adverse to him, and to rehabilitate the testimony of a witness whose credibility has
been attacked by the moving party.  Such motion may also be made and granted as wo

any cross-complaint.

(b) Ifitappears that the evidence presented supports the granting of the motion as to
some but not all the issues mvolved in the action, the court shall grant the motion as
to those issues and the action shall proceed as o the 1ssues remaining.  Despite the
granting of such a motion. no final judgment shall be entered prior to the termination
of the action. but the final judgment in such action shall. in addition to any matters
determined in the trial, award judgment as determined by the motion herein provided

for.

(¢) Ifthe motion s granted. unless the court in its order for judgment otherwise

spectiies. such judgment operates as an adjudication upon the merits.

MOTION FOR JUDGMENT

After Claimant rested. Respondent made a Motion for Judgment pursuant to Code of Civil

Procedure Section 631.8.
On February 12. 2020, the Arbitrator issued an Arbitration Management Order which was

Amended on December 19, 2020, Both Orders provide that this arbitration shall be conducted

according to the arbitration provisions of the California Code of Civil Procedure.
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The Purchase Agreement betsween the parties provided for the inspection of records and for a

physical inspection of the premises. Claimant acknowledged that due diligence was completed.

Paragraph 10 of the Agreement provides for the transier of the deposit once contingencies have
been removed. The paragraph goes on to state that onee the scller receives the depostt, “Seller
shall hold Buyer's Deposit subject 1o the remaining terms and conditions of the Agreement. [
the Property is made unmarketable by Scller. or acts of God. or Seller should default on this

agreement, the Deposit shall be returned o Buyer ...~

[ None of the conditions set forth in Paragraph 10 occurred.

The Removal of Contingeney clearly provides for the increase in the deposit to $500,000.00 and
tor the release of those funds to the Respondent. In addition. at the request of Claimant. the pricy
was reduced. and Respondent agreed o give notices of rental merease to all tenants. If Claimant

had any concern over the eltectiveness of such notices. it had the obligation to review the

pending state rent control act. AB 1482, o determine ity effect on the ability 1o raise rents.

Claimant wants the Arbitrator to beheve that the Otfering Memorandum (Exhibit 2). the

iPurchasc Agreement ([xhibits 7 and 8. and the Contingency Removal (Exhibit 19) must be read

together to explain the deal: Claimant contends that they represent the entire agreement between
the parties. Specifically. the agreement 1 purchase The Property was contingent upon a
suceessiul increase of rents to the market levels mentioned in the Oftering, This would make the
Respondent the guarantor of the rental increases requested by the Claimant. The Arbitrator does
not make this finding. Fxhibit 2 was a marketing tool: it 1s not part of the deal. The Purchase
Agreement is an integrated agreement and ne parole evidence is needed to mterpret that

agreement.

ARBITRATION AWARD - 8§









