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When Court Finds Fraud, License May Be Lost
Law Provision Making Fraud Judgments Basis for License Loss Upheld

Any real estate broker or salesman who is found in a civil action to be guilty
of fraud in his dealings as a real estate agent may have his license revoked or
suspended by the Real Estate Commissioner following a hearing.

This provision was added to the license law in 1945, and since that time several
brokers and salesmen who have suffered fraud judgments in civil courts have had

their licenses suspended or revoked.

A late case of this kind concerned
two brokers who were sued on the
grounds that they had fraudulently
handled the property of a client. The
court found that they were doing
business together as real estate brokers,
and had secured a deed to a motel prop-
erty from one of their clients on the
representation that they would not
record the deed until they had sold the
property; that they would keep up
payments on trust deeds which were
liens against the property, would man-
age it, and when they sold it would pay
their clients $5,500 clear of the debts.

Instead of doing as they had agreed
to do, the brokers recorded the deed,
failed to keep up the trust deed pay-
ments, permitted the property to be
sold under power of sale in one of the
trust deeds, and through a confederate
purchased the property for themselves
at the sale which followed.

Upon these facts, a superior court
rendered judgment against the brokers,
which they paid and satisfied in full.

Hearing and Revocation

Proceedings were commenced by
the Real Estate Commissioner to re-
voke the licenses of these brokers.
After due notice, they appeared at the
hearing without counsel. They were
sworn, made their statements and were
cross-examined, and participated in the
hearing.

As a result of the hearing, the bro-
kers’ licenses were revoked as the com-
missioner found that these brokers had
violated various sections of the license
law, including Section 10177.5, which

(Cont. on Page 19, Col. 2)

Subject Index In
This Issue

A "Table of Contents’ will
be found on pages 79 and 80
of this issue of the Real Estate
Bulletin, covering all issues
since July, 1951, when the
Bulletin became an eight-
page publication.

It is hoped that the subject
index will be helpful to those
who have been keeping a
"Bulletin file,"” and who may
want to refer to various ar-
ticles published in the past.

It is planned to publish such
an index once each year. It
is suggested you file your Bul-
letins for future reference.

Profect Your Deal by
Communicafing Accepfance

How a broker could lose a transac-
tion which he might have assumed to
be all “wrapped up” was pointed out
by Herbert L. Breed, Esq., counsel for
the California Real Estate Association,
speaking at the CREA convention.

Mr. Breed was discussing the require-
ments of the codified law that the con-
sent of the parties to a contract must
be communicated by each to the other.
He went on to say: “Applying: these
elementary principles of contract to
your deposit receipt, we have an offer
when the purchaser signs and delivers
it to the broker. Assume the broker
gets the seller to sign as written, there
is yet no contract.

*“Until its acceptance is communi-
cated, the purchaser is not yet bound
but may revoke.

*The broker should immediately de-
liver to the purchaser personally, or
mail to him, a copy of the deposit re-
ceipt signed by the seller. Mailing is
the usual method of communication.
* * * ] recommend to my clients both
immediate mailing and a telephone call
to advise the purchaser.” :

Commissioner Required to Investigate Complaints
Invesfigations Necessary lo Get Facls and View Both Sides of Stories

Apparently some licensees become over-apprehensive upon receipt of a letter
from the Real Estate Commissioner’s office calling for the licensee to clarify
certain aspects of a real estate transaction in which he has participated and about
which a complaint has been made. It is customary to ask the licensee for his
version of the circumstances. It should be distinctly understood by all licensees

that, at this stage, the Real Estate Com-
missioner is only seeking the facts and
not attempting to prejudge the merits
of any case being investigated.

Of necessity, an investigation should
be thorough and complete and all the
facts should be brought out. However,
the commissioner does not take the po-
sition of a *‘prosecutor” or *‘persecu-
tor” in the investigation; and every

consideration is given all parties when
asked to explain the questioned situa-
tion.

In many cases, a letter from the li-
censee clarifies the situation and the in-
vestigation need proceed no further.
However, it often becomes necessary
to call a conference when the stories
are conflicting, and all parties are asked

(Cont. on Page 14, Col. 2)
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Women in Real Estafe

There are about 30,000 women en-
gaged in work as real estate brokers or
saleswomen in the United States ac-
cording to a recent article written by
Edwin L. Stoll, Assistant Director of
Public Relations of the National Asso-
ciation of Real Estate Boards. Tribute
was paid to the professional skill and
knowledge of many of the women in
the business.

Mr. Stoll said that most of the 30,000
are saleswomen but estimates that at
least 4,000 are real estate brokers, many
of whom have their own firms. In the
article, Mrs. TIsabel T. Mitchell of
Compton, California, 1952 President of
Women’s Council of NAREB, was
quoted as saying: “Women are ‘natu-
rals’ in the role of home sellers,” and
that ““the best and only real security
any woman can have is the confident
independence of the knowledge that,
come what may, she has within her-
self the ability to succeed in a profes-
sion tailored to her inherent abilities,”

No exact figures are available as to
just how many of the real estate li-
censees in California are women. It has
been noted, however, that women
comprise from 10 to 20 percent of the
average group appearing for examina-
tion for license.

DISCIPLINARY ACTION—OCTOBER, NOVEMBER

NOTE: Any person whose license has been suspended or revoked, or whose license application
has been denied, has the right to seek a court review. This must usually be done within 30 days
after the effective date of the commissioner’s decision.

Therefore a list of actions is not published in this Bulletin until the period allowed for court
appeal has expired; or if an appeal is taken, until a final determination of the court action. A list
of persons to whom licenses are denied upon application is not published.

LICENSES REVOKED DURING OCTOBER AND NOVEMBER, 1952

Name Address Effective Violation
date
Lemey, Warren Harding._____ 137 W. Valley Blvd,, San Gabriel . 9/30/52 Secs. 10176 (a), (b), (i) & 10177 (f)

Real Estate Broker

Simmons, Clarence Lester_ ... 94614 S. AtlanticBlvd., Los Angeles . 10/20/52 Sec. 10177 (b) & (f)

Real Estate Salesman

Marks, Joseph Reginald_____ 1730 E 14th St., Oakland

Real Estate Broker
Business Opportunity Bro-
ker (Conditional)

_________ 10/25/52 Secs. 10177 (b), (f); 10302 (b) & (e)

DeBiew, Clarence Charles.. .. 1648 Newcomb Ave., San Francisco 10/31/52 Secs. 10176 (e). (i); 10177 érj)D

dba DeBiew Realty Co.
Sea_l Estaée Broker -

usiness portunity Bro-
ker (Ccncﬁtiuna])

10302 (e) & 10140 and Sec. 2
ol the Rules & Regulations of the
R.E. Comm.

LeCointe, Richard Ernest.... 1517 N. Mariposa Ave., Los Angeles 11/12/52 Sec. 10177 (b)

dba West Land Realty Co.
Real Estate Broker
(Renewal Right)

Barrows, Russell H. & Assoc., 3474 Liberty Blvd., Southgate.... 11/17/52 Secs. 10176 (e), (i) & 10177 (f); and

Inc.
Real Estate Broker
(Renewal Right)

Secs. 2830 & 2832 of the Rules &
Regulations of the R.E. Comm.

Williams, Ocie Chas......__.. 4312 Ascott Ave., Los Angeles.___ 11/17/52 Secs. 10176 (e), (i) & 10177 ()
Real Estate Broker

Hackius, Phillig Eugene._._. 225 Sepulveda Blvd., Manhattan 11/17/52 Secs. 10176 (e), (i) & 10177 (f); and
Real Estate Broker Beach Secs. 2830 & 2832 of the Rules &

(Renewal Right)

Regulations of the R.E. Comm.

LICENSES SUSPENDED DURING OCTOBER AND NOVEMBER, 1952

Effective
Name Address date and Violation
term
Collins..Lee Giossonon asshain 701 Griswold Ave., Modesto_ ... __ 10/24/52 Sec. 10177 (b), (f)
Real Estate Salesman 10 days
Grandi, F: Lloyd._._ o _ s 1314 4ch St., San Rafael._._.____._ 11/30/52 Secs. 10176 (e), (%), (i); 10177 (f);
120 days 10301 (e) & 10302 (e)

dbé Marvelous Marin Rlty.
0.
Real Estate Broker

Business Opportunity Broker

n " n n
Commissioner’s Investigations
(Cont. from Page 73, Col. 3)
to be present so that the investigating
deputy may interview them, hear their
statements in front of each other and
get “all the cards on the table.” The
conference is only a part of the inves-
tigation and is not a “formal” hearing.

Nature of Conferences

No one is allowed to attend the con-
ference except the interested parties
and their respective witnesses. Attor-
neys may attend in the interests of one
or more of the parties. The conference
is not a “trial,” but instead a meeting of
all parties to ascertain the facts of the
case. The conference itself is not of a
public nature and is not publicized.

At all times, licensees are welcome to
discuss with the Real Estate Commis-
sioner or his deputies any problems

arising from an investigation. In most
investigations, it has been found de-
sirable to obtain a written statement
from the licensee so that there may be
a written record of his version of the
transaction in question and not merely
a third party’s interpretation of the li-
censee’s story.

The Real Estate Commissioner will
not act in an arbitrary, dictatorial or
capricious manner and all licensees
may be assured that any cases in which
they are involved will be thoroughly,
completely and fairly investigated for
a determination of the facts and of
what action, if any, should be taken
by the commissioner,

It is an unpleasant duty to have to
take disciplinary action against any li-
censee, but such action must be taken
when warranted so that public confi-

“dence may be maintained.



Real Estate Cerfificate Program

This spring, the University Fxtension, University of California, in cooperation
with the Division of Real Estate and the Educational Committees of NARERB and
the California Real Estate Association, is again presenting a2 state-wide program of
real estate courses. Upon successful completion of eight of these courses, a Cer-
tificate in Real Estate is awarded by University Extension,

By enrolling in two courses each semester, it is possible for a person to be
eligible for the Certificate in Real Estate in two years. As the program has been
developed for the prime purpose of assisting individual brokers and salesmen
to increase and broaden their professional knowledge and through them raise
the standards of the real estate business, many of them have taken advantage
of the opportunities offered by the courses, The program also offers an oppor-
tunity to keep abreast of economic trends and legislation affecting real estate
transactions, as well as a chance for refresher training,

Although the program is designed primarily for personnel in the real estate
business, many in related fields have also found the courses of great value. The
certificate in real estate is gaining in acceptance and significance, and the industry
and public are recognizing the enhanced professional stature of certificate holders.

Following is the spring schedule of courses; giving starting dates and locations.

There are from 12 to 18 meetings scheduled for each course.

U. C. EXTENSION DIVISION SPRING REAL ESTATE COURSE SCHEDULE

Northern Area

Berkeley Campus: Wheeler Hall
Real Estate Practice—Teb. 9, 7-9 pam,
Real Estate Valuation—-TFeb. 10, 7-9 p.m.
Sales Analysis and Sales Management—Feb.
11, 7-9.30 pan.
Berkeley Campus: Enginecring Building
Construction Costs and Estimating—Feb,
24,7.30-9.30 pam.
Estimaring for Construction—Feb. 25, 7.30-
9.30 p.m.
Fresno: Auditorium. 2123 Amador Street
Real Estate Valuation—Jan, 19,7-9.30 p.m.
Salesmanship—Mar. 12, 7-9.30 p.m.

Marin County: San Rafael Hligh School
Real Estate Law—Feb, 16, 7-9.30 pam,
Marin County: San Rafael Ciey Hall
Real Estate Valuation—Feb. 17, 7-9.30 p.m.

Menlo Park: Menlo School and College
Real Estate Appraisal and Valvation—Feb.
10, 7.30-16 p.mn,
Qalddand: 1730 Franklin Street
Real Estate Appraisal and Valuation--Feb.
18, 7-9.30 p.m.
Real Estate Management—Feb, 17, 7-9 p.m,
Salesmanship—Feb. 11, 7-9 pan.
Richmond: City Hali
City and Regional Planning--Feb. 17, 7.30-
9.30 p.m.

Sacramento: 1020 N Strcet
Real Estate Law~Feb. 17, 7-9 pun.
Real Estate Valuation—Feb. 16, 7-% p.m.
Salinas: Salinas Union High School
Real Estate Law—Feb. 9, 7.30-10 p.m.
San Francisco: 140 Montgomery Street
Real Estate Fundamentals—Iieh. 8, 7-9 pm,
Real Estate Law-Feb, 12, 7-9.30 p.ny.
San Francisco: §40 Powell Strect
Real Estate Appraisal and Valuation--Feb.
18,7-9 p.n.
Real Estate Valuation—ITeb. 17, 7-9 pam,
Real srare Finance-Teb, 16, 7-9 p.m.

Salesmanship—Feb, 16,7-9 p.m.
Investment Policies—T'eb. 19, 7-9 p.m.
Construction Costs and Estimating~Feb,
27,7.30-9.30 p.m.

San Mateo: San Mateo Junior College
Real Estate Law-—-Feb, 9, 7-9 p.m.
Investment Policies~Feb. 17, 7-9.30 p.m,

Santa Cruz: Santa Cruz High School
Real Fstate Fundamentals—Feb. 10, 7-9.30
pam.
Southern Area

Long Beach: John Dewey School
Real Estate Finance—Feb. 18, 7-9.30 p.m.
Los Angeles: Hillstreet Building
Elements of Real Fstate and Urban Land
Economics—Feb. 19, 7-9.30 p.m.

Real Estate Practice—Ieb. 26, 7-9.30 p.m.

Real Estare Law-~Fcb, 25, 7-9.30 p.m.

Real Estate Finance—Ieb. 24, 7-9.30 pan.

Valuation of Real Property—Feb. 9, 7-0.30
p.m.

Real Fsrate Appraisal and Valuation-I'eb,
9,7-9.30 p.am.

Real Estate Management—Feb. 26, 7-9.30
poamn.

Pasadena: Pasadena City College
Real Estare Practice—¥c¢b, 18, 7-9.30 p.n.
Real Estate Law—Feb. 17, 7-9.30 p.an.

San Diego: San Diego High School
Real Estate Practice—Feb. 18,7-9.30 p.m.
Real Estate Law~—Feb. 19,7-930 p.n.

Real Estace Appraisal and Valuation—Feb,
16, 7-9.30 pam.

San Diego: Roosevele Jusior High Schoeol
General Insurance H—Feb. 19, 7-2.30 p.n.
Advertising Principles—-Feb. 18, 7-9.30 pan.

San Fernando Valley: John Burroughs High

Schootl
Real Estate Practice—Feb, 18, 7-9.30 pam.
Real Estave Law—Teb. 16, 7-9.30 p.m.
Real srave Finance—Teb. 17, 7-9.30 p.m.

San Pedro: San Pedro High School
Real Fsrate Practice—Feb, 17, 7-9.30 p.m.
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University Press Offers
Real Estate Reading
Guide

Publication of a guide to real es-
tate reading material entitled “A
Key to Readings in Real Estate” by
the University of California was an-
nounced in the last issue of the
Bulletin, The publication was com-
mended by the Real Estate Commis-
sioner as an important contribution
to real estate education and an aid
to self-study in the field,

The Bureau of Business and Eco-
nomic Research of the University of
California advises that there has
been considerable demand for the
publication. Orders for the pamphlet
should be sent directly to the Uni-
versity Press, Berkeley 4, California.
The charge for cut-of-town orders is
$1.03 and checks should be made
payable to the Regents of the Uni-
versity of California.

Trust Fund Requirement

When a deposit is received with an
offer to purchase, the entire amouit of
the deposit must be placed in a neutral
escrow depository or ina trust fund ac-
count, or in the hands of the principal,
to comply with the Real Estate Com-
missioner’s Rules and Regulations on
this subjece,

If a broker retains a portion of the
deposit in his own possession on the
basis that it represents his commission
or his share should the deposit become
forfeit, he is not complying with the
requirements and could be subject to
disciplinary action,

Placing of the deposit in a neutral es-
crow depository or in a trust fund ac-
count not only complies with the regu-
lations but provides a safe, practical
and efficient way to assure eventual
proper disposition of the funds and

Santa Monica: Santa Monica City College
Real Estate Practice—¥eb, 18, 7-9.30 p.m.
Valuation of Real Property—Feb. 16,

7-9.30 p.m,

U. C. L. A. Campus, Westwood:

Reat Estate Pracrice—Fcb, 17, 7-9.30 p.m.

Real Estate Law—Feb. 19, 7-9.30 p.n.

Real Estate Finance—Feb, 19, 7-9,30 pan.

Real Estate Appraisal and Valuation—1ch.
18, 7-0.30 pan.

Real Estate Managemeno—Feb, 17, 7.9.30
ERIN
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Salesman Restricted as to His Activities
Employee Is Not Permitted By Law fo Accepf Employmeni "On His Own"

May a licensed real estate salesman take a real estate listing in his own name?
Recently, a property owner reported he had given a licensed real estate salesman
an exclusive listing for the sale of his property and the salesman had taken it in his
own name as one of the contracting parties without any reference to his employing
broker. The property owner wanted to know if he was bound by this contract.

“No real estate salesman shall be em-
ployed by or accept compensation
from any person other than the broker
under whom he is at the time licensed”,
states Section 10137 of the license Jaw.

This section further states, “It is un-
lawful for any licensed real estate sales-
man to pay any compensation for per-
forming any of the acts within the
scope of this chapter to any real estate
licensee except through the broker
under whom he is at the time licensed.

“For a violation of any of the pro-
visions of this section, the Commis-
stoner may temporarily suspend or
permanently revoke the license of the
real estate licensee, in accordance with
the provisions of this part relating to
hearings.”

It would appear therefore that the
salesman in question has violated the
law, as he has permitted himself to be
employed as a real estate agent by
someone other than his broker. He
would further violate the law if he
were o accept a commission resulting
from a sale. As to the liability of the
property owner to pay a commission
to the salesman under the exclusive
listing, in event some other broker sold
the property, that would be a matter
for the courts to determine, However,
the courts have more or less consis-
tently ruled that when provisions of
the license law arc disregarded, a judg-
ment is denied,

Broker-salesman
Contract

The article “Hiring A Salesman
Without A Contract Invites Disputes”
appearing in the November, 1952
issue of the Bulletin evoked consider-
able interest as evidenced by the
correspondence received from li-
censees.

A number of the correspondents
discussed the difficulties they have
experienced either as brokers or
salesmen when there was no written
contract covering the terms and con-
ditions of employment,

A number of brokers wrote to say
that they found that the suggested
“Contract of Employment, Broker
and Salesman,” which appears on
pages 259 and 260 of the 1952
Reference Book, met their needs very
well. Some remarked that, with g
few changes to meet their own par-
ticular purposes and the addition of
d definite commission-split schedule,
it is a contract form which seems to
meet most contingencies.

Appraisers Conference Is
Scheduled for February

The American Institute of Real Es-
tate Appraisers will hold its fourth
annual conference-seminar, February
20th-21st at the Biltmore Hotel, Los
Angeles, The subject of the conference
is “Current Real Estate Markets and
Valuation Problems,” and appraisers,
brokers, builders, managers, mortgage
men and all others interested in the fu-
ture for real estate are invited.

Significant current trends affecting
real estate markets, and consideration
of possible solutions to new valuation
problems created by changing social,
economic and political conditions will
be discussed. Qutstanding representa-
tives of every branch of the real estate
vocation will discuss their specialties.

For particulars, write to the Amer-
ican Institute of Real FEstate Ap-
praisers, 22 West Monroe Street, Chi-
cago 3, Hlinois, or contace Mr, Farrell
Wallett, 625 South Spring Street, Las
Angeles 5, or Mr. Arthur J. Goard, 369
17th Street, Qakland, or Mr. Laurence
Sando, 525 Fast Andover Drive, Bur-
bank, conference chairman.

Workmen's Compensation Insurance for Real Esfafe Salesmen

The degree of control exercised by the broker over the real estate salesman is
the determining factor as to whether the broker should carry Workmen’s Com-
pensation Insurance on the salesman. In most cases, it would appear that the
salesman is not an independent contractor and should be covered by compensa-
tion insurance, according to a statement made to the Qakland Real Fstate Board

by E. A. Sarkistan, Associate Counsel,
Compensation Enforcement Officer of
the California Department of Indus-
trial Relations.

In response to a query from OREB,
the following information was given:

“Under the Workmen's Compensa-
tion Act ‘employee’ is very broadly
defined and includes ‘every person in
the service of an employer under any
appointment or contract of hire or ap-
prenticeship.” A person rendering per-
sonal service to another is presumed
to be an employee unless an independ-
ent contractor relationship or other
basis for exclusion is shown, Depend-
ing upon the facts in any given situa-
tion, both the broker and the salesman
may be held to be ‘employees.’

“Normally the broker is an inde-
pendent contractor. His contract is to
produce a given result, without any
control, or right to control, the activi-

ties incidental to producing that result.
Associated brokers are usually asso-
ciated independent contractors. The
writer does not recall a single instance
where a real estate broker has claimed
compensation on the basis that he sus-
tained injury arising out of and oc-
curring in the course of his employ-
ment by another real estate broker.

“The status of salesmen is not so
clear. Arrangements will vary. The
usual tests must be applied to each case
as It arises. Claims have been few, It is
believed that Workmen’s Compensa-
tion Insurance should be carried by
real estate salesmen where the real es-
tate broker exercises any substantial
control over the activities of the sales-
man, or has a right to do so, or co-
operates with the salesman in the
making or closing of sales or ex-
changes, etc.”



CHARLES B, SHATTUCK
NAREB President for 1953

Advisory Board Member
Made New NAREB President

Charles B, Shattuck, who has been a
member of the State Real FEstate Board
for the past 10 years by appointment
of Governor Warren, has unanimously
been chosen as 1933 President of the
National Association of Real Estate
Boards, This is the highest honor that
can be bestowed by the realtors of
America, whose association is com-
prised of 1,123 local realty boards with
a rotal membership in excess of §5,000.

Mr. Shattuck, a native son of Cali-
fornia, was born in Los Angeles in
March, 1900, has been a director of the
Los Angeles Realty Board since 1927,
active in affairs of the California Real
Estate Association and the national as-
sociation, Chairman of the Southwest
Branch of the Los Angeles Realty
Board in 1929, President of the Cali-
fornia Real Fstate Association in 1936
and President of the American Institute
of Real Estate Appraisers in 1948, He is
now a member of the Advisory Com-
mittee on Real Estate Education for
the University of California, and Di-
rector of the Los Angeles Building
Owners and Managers Association,

Importance is added to the election
of Mr, Shattuck as 1953 national as-
saciation president, as Los Angeles has
been selected the convention city for
the 46th Annual Convention of the
National Association of Real Estate
Boards which will be held next No-
vember.
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Leasing Practice Brings M.0. & G. License Ruling

Special License Needed fo Soficit Filings on Federal Oil Lands

Those persons who solicit others to apply for oil leases on federal lands, and
charge a fee, need a mineral, oil and gas broker or salesman license.

This is the opinion of the State Attorney General rendered December 1, 1952,
in his Opinion No. 52/67. Previously, the Attorney General’s Office had given an

informal opinion on the question to
the same effect.

During the past few years, a prac-
tice has developed in connection with
the procuring of oil and mineral leases
on public lands of the United States
which are located in California and
other states. A number of individuals
and firms have engaged in the business
of soliciting California residents to file
applications for oil and gas leases on
such public lands with the QOffice of
the Bureau of Land Management, U. S.
Department of Interior,

The solicitor as a rule enters into a
contract with the applicant for a lease
whereby the solicitor undertakes to
sclect certain areas within the public
domain which are subject to leasing for
oil and gas and to prepare the necessary
application form for the applicant’s
signature. A fee is charged for this
service.

Solicitor Makes No Guarantee

In addition, the solicitor wusually
agrees ta pay any legal or geological
expenses incident to the application, as
well as the lease rental for a specified
period on any lease which may be is-
sued. The solicitor is careful to point
out in this agreement that no guaran-
ree is made as to development of oil and
gas on the land selected. A further pro-
vision is contained in the contract

which terminates the solicitor’s obli-

gations when he has selected the lands
for leasing and has filed the applica-
tion for a lease with the proper au-
thorities, In some cases the solicitor
agrees to select other lands in event
the original lands selected in the ap-
plication are not open for filing,

The Attorney General points out
that a mineral, oil and gas broker or
salesman, as defined by the law, is one
who “offers to lease,” among other
things. He further points out rhat the
application form to which he secures
the investor’s signature constitutes an
offer to lease and therefore makes the
solicitor subject to the license provi-
sions.

California Gets NALLO
Convention

The National Association of Li-
cense Law Officials, which held its
1952 convention in Miami Beach,
Florida, occepted the California
Real Estate Commissioner’s invita.
tion to convene in Los Angeles in
1953. Members of NALLO will
gather in California for several days
prior to the meeting of the National
Associction of Real Estate Boards in
Los Angeles in November.

The membership of NALLO is com-
posed of licensing officials from the
states having real estate license laws
and of representatives from several
provinces of Canada and from the
Tertitory of Hawaii. The purpose of
the group is to exchange ideas on
the operation and administration of
licensing laws and rules and regula-
tions, and to prevent persons whose
real estate activifies in one state
have been objectionable from mov-
ing fo another state and setting up
opetations.

Big Year for Housing

Despire some material shortages and
credir restrictions in effect most of the
year, 1952 was the second biggest year
for home building in history. Builders
throughout the Nation started about
1,125,000 dwelling units in 1952, a total
exceeded only in 1950,

Further indication of the building
pace in California is the number of sub-
divisions filed with the Division of Real
Estate during 1952, The total reached
2,080, exactly equalling the figure for
1950, the previous record year, How-
cver, the average subdivision was some-
what smaller in 1952, containing fewer
parcels than the average in the preced-
ing few years. ' :
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Future Advances on Trust Deed Protected

Addifional Sums Loaned Affer Original Advance May Be Prior fo Lafer Liens

If the title report states that property is subject to a first trust deed securing a
certain amount of money, can you be sure that the lien is no greater than the sum

set forth?

The answer seems to be “No,” as an appellate court recently made an interest-
ing ruling that where the trust deed recites that future amounts may be loaned
after the original amount, these additional amounts are protected against the
filing of subsequent liens. This is true when the mortgage or trust deed discloses
on its face that it is to stand as security for future advances, The amount of
such future advances need not be set out. It is sufficiently definite to put sub-
sequent encumbrancers on inquiry to ascertain the extent of the lien or suffer

the consequences.

In the case in question, the addi-
tional advances provided for in the first
trust deed were actually covered by
a second trust deed, and in the interim
another lien had been filed. Even so,
the court held that the later advances
of money were given priority because
they were provided for in the first
trust deed.

As a matter of actual practice, any
such provision in a trust deed would
probably be mentioned in the title re-
port, so that anyone dealing with the
property would have notice of the
situation,

The case presented to the court was
complicated further by the fact that
the original trust deed note had been
assigned, and the assignee had actually
made the additional advances. Even
though there had been a change in the
beneficiary, the further advances were
protected.

Loan Made for Construction

The background of the case was de-
veloped as follows.

The owner of the lot in Long Beach
borrowed money on a trust deed to
build a house. The arrangement was
that he was to get further sums when
needed. In the meantime, the benefi-
ciary sold his note to another, and the
new owner of the trust deed made ad-
ditional loans, in accordance with a
provision in the trust deed that further
sums would be advanced.

In the meantime, a plumber filed a
mechanics’ lien,

The beneficiary under the trust deed
eventually had to foreclose, and the
property was sold. There was no more
money realized than enough to pay the
beneficiary for the original loan and
subsequent loans. The plumber claimed
his mechanics’ lien came ahead of the

subsequent loans, and therefore he was
entitled to part of the proceeds from
the foreclosure sale.

The court found that the sums of
money mentioned were valid liens
against the funds received from the
foreclosure sale, and all advances
under the trust deed were prior to
the mechanics’ lien,

The plumber claimed that later ad-
vances made by the trust deed holder
were made with notice of his me-
chanics’ lien, and therefore subordinate
to it. The court, however, held that
this was not true, as the terms of the

‘original trust deed provided for the

future advances.

Other Cases in Point

The case under discussion is Irhoff
v. Title Insurance and Trust Company,
reported in 113 ACA 160. There have
been other cases involving this same
point, including Oaks v. Weingartner,
supra, 105 Cal. App. 2d 598. The ap-
pellant contended that his material-
man’s lien was superior to the lien of
the deed of trust securing certain ad-
vances made after the deed was re-
corded, since the beneficiaries were not
obligated by the terms of the trust
deed to make any additional advances.
The court in that case held the ad-
vances were superior to the material-
man’s lien, and it stated that the rule
which applies to mortgages is appli-
cable to trust deeds.

In Tapia v. Demartini, 77 Cal, 383,
the court stated, “If the mortgage dis-
closes upon its face that it is to stand
as security for future advancements,
the amount of the advances to be made
need not be set out. It is sufficiently
definite to put subsequent encum-
brancers on inquiry, and they must
ascertain the extent of the lien, or
suffer the consequences.”

Directory Corrections

The 1952-53 Directory of Licen-
sees published by the Division of
Real Estate contained more names
than any previous issue, but only a
very few typographical errors or
other mistakes in its compilation
have been reported.

It should be pointed out that a
slightly different method of alpha-
betical arrangement was used in the
new directory. Previously, when a
town name contained two words, the
name appeared in alphabetical se-
quence just as if the town name were
spelled as one word. This system was
changed in the 1952-53 directory
and the first word of a two-word
town name controlled its place in

the alphabetical sequence.

As an example, in preceding di-
rectories, the town “Oak View” ap-
peared after “Oakley.” Using the
new method, it appears after “Qak
Run” and precedes “Oakdale.”

CORRECTIONS: In the 1952-53
directory, Frank M. Suzukida, 1215 "
S. Mariposa Avenue, Los Angeles,
and Laurence A. Dailey, 11 W. Hunt-
ington Drive, Arcadia, should have
been listed as real estate brokers
rather than as salesmen; Della A.
Cook, 5504 Sepulveda Boulevard,
VYan Nuys, is a licensed real estate
broker at that address; and the
name of Tom D. Hutchison, 2436 W.
Valley Boulevard, Alhambra, was
misspelled.

Loning Ordinance Enforced

The City of Stockton will enforce a
ban on real estate offices located in
residential areas, according to report.

The city atrorney has given notice
to various real estate offices in residen-
tial districts, pointing out that they are
in violation of the city zoning ordi-
nance. He warned that action would
be taken in connection with violations
continuing after January 1, 1953,

The city council referred the prob-
lem to the city planning commission,
which held lengthy discussions and
hearings before deciding to uphold the
present ordinance,

During December, 1,455 persons
took examinations for licenses issued
by the Division of Real Estate.



No Disclosure—No Fee

Another Courf Case Sfresses Rule
That Broker Musi Reveal All Facfs

The real estate broker and salesman
stand in a fiduciary relationship with
their principals, and as such are under
a duty to make a full disclosure to
the principals of all material facts
concerning the transaction that might
affect the principal’s decision.

This is not merely a statement of
good ethics, but has been the basis of
numerous court decisions in which the
commission of the broker is involved
(Rattray v. Scudder, 28 Cal. 2d 214,
Darrow v. Robert A. Kline and Co.,
Inc., 111 Cal. App. 310). This princi-
ple is so important that we have re-
peated it from time to time in this
Bulletin, as new court decisions are re-
ported which have a bearing on it.

In a recent case, Quisigard v. Derby,
111 ACA 326, the plaintiff broker lost
a substantial commission because the
court found that he had failed to dis-
close the truth concerning certain
points which arose in an exchange
transaction, and that the misrepresen-
tations were made with actual knowl-
edge of the true facts.

The court held that by misrepresent-
ing to his clients that he had secured a
certain consent which was necessary to
consummation of the real estate ex-
change agreement effected by him, the
broker was precluded from recovering
any compensation on his client’s failure
to carry out the agreement.

Reference Book Available

The 1952 edition of the Reference
Book, containing laws and information
relating to real estate and real estate
licensees, is still available at al] offices
of the Division of Real Estate.

Quite a few orders and remittances
are received specifying delivery of the
“1953 Reference Book.,” The present
Reference Book will not be revised
until the 1953 Session of the State Leg-
islature has completed its work. This
will aliow incorporation into the new
edition of any revisions made necessary
by new legislarion,

Because of these circumstances, it is
probable that a revised Reference Book
will not be available untl late in 1953,
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EDITOR’S NOTE: This “Table of Contents” covers all issues of the Real Estate
Bulletin since July 1, 1951, when it became an eight-page publication issued

every two months,

The pages of the July, 1951, issue were numbered 1 through 8. The next issue,
September, 1951, started with page 9 and continued through page 16. The fol-
lowing issue contained pages 17 through 24, and so on.

For that reason, this subject index contains no reference to the month of
issue, but merely gives the page on which any specific subject or article can

be found.
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Court Susfains Revocafion
{Cont. from Page 73, Col. 1)

reads: “Whenever a final judgment is
obtained in a civil action against any
real estate licensee upon grounds of
fraud, misrepresentation or deceit
with reference to any transaction for
which a license is required # * * the
commissioner may, after hearing in
accordance with the provisions of this
part relating to hearings, suspend or
revoke the license of such real estate
licensee at any time within three years
subsequent to said judgment.”

The brokers brought a writ action in
superior court, claiming that the law
was unconstitutional and that it was im-~
proper for the commissioner to im-
pose disciplinary action based upon
results of a trial of a civil action in
the courts.

Sustained by Appellate Court

The superior court found for the
Commissioner, and was upheld when
the appellate court heard the matter on
appeal. The lacter court held that the
brokers had had their day in court,
and there was no good reason to have
the evidence in fraud actions against
real estate brokers in superior court
talken all over again in the Commis-
sioner’s hearings to revoke or suspend
their licenses. The court pointed out
that the broker could appear at the
Commissioner’s hearing and defend
himself, and that the Commissioner had
discretion respecting his final conclu-
sion, and was not required to revoke
or suspend the license unless the re-
sults of the hearing indicated it was
the proper thing to do.

This case is reported in 114 A, C. A.
620, Denny v, Watson.
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