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Loan Held Usurious When “Dummy” Third Party
Discounts to Lender

The courts will look through subterfuge to detect and penalize usurious
transactions as one lender found out when the First District Court of Appeals
upheld a lower court finding of usury. The appellate court not only found for
the victim of the usurious rate of interest, but denounced the lender’s action
in rather scathing language. (See quote on page 339, col. 3.)

According to the court’s recital of
the facts, a broker negotiated the loan
which brought on the case. The note,
secured by a second deed of trust, was
for the face amount of $4,700 at 6 per-
cent interest. But the borrower re-
ceived, less charges, only $3,055.

Article XX, Section 22, of the State
Constitution  fixes the wmaximum
amount of interest awhich may be
charged on loans of this type at 10
percent per annum.

The borrowers were introduced to
the broker who informed an invest-
ment company that the borrower
wanted a loan on his property. A rep-
resentative of the investment company
inspected the property which was to
be security for the loan. The bor-
rowers were then told that the note
must be for $4,700 with the actual
loan to be $3,055, and that another
party’s name must be put on the note
instead of the investment company’s

because “to sell the note it had to be
made to a third party.”

The investment company then de-
posited $3,055 with a title company,
with instructions that the note was to
be for $4,700 and directing that the
loan was to be assigned to the invest-
ment company.

The borrowers brought an action
for relief alleging that the executed
note was usurious. The investment
company, in defense, claimed to be a
bona fide purchaser of the note.

Evidence at the trial showed that
the investment company actually en-
gaged in a scheme to make it appear
as a bona fide purchaser of the $4,700
note discounted to $3,055; that the
payee was a dummy; that the invest-
ment company determined whether a
loan should be made to the borrower
and for how much; that it determined

(Continued on page 339, col. 3)

the commissioner).

COMMISSIONER WANTS YOUR ADVICE!

The Real Estate Commissioner wants your ideas!

He wants you to tell him what subjects you believe should be taught
and what research should be conducted in the real estate field by the
University of California, state and junior colleges. It is contemplated
that an appropriation will be made of $322,978 of your money, which
is now on deposit in the Real Estate Education and Research Fund (this
fund is created by law from 25 percent of all license fees collected by

This is your opportunity to speak out! By doing so, you will help
-the Real Estate Commissioner in advising these institutions what the
entire real estate industry needs and wants by way of education and
research. Send your ideas to F. W. Griesinger, Real Estate Commissioner,
541 South Spring Street, Los Angeles 13, California.

Governor Reappoinfs Rooney
And Johnson fo Sfate
Real Esfate Commission

Governor Goodwin J. Knight an-
nounced the reappointment of Thomas
R. (Tom) Rooney of Los Angeles
and Willard L. Johnson of San Fran-
cisco as members of the State Real
Estate Commission for new terms end-
ing January 15, 1962.

Mr. Rooney was originally named
to the commission in January, 1954,
and Mr. Johnson was appointed in
May, 1957, to complete the term of
the late William J. Davis.

TOM R. ROONEY

WILLARD L. JOHNSON

Second Appointment for Rooney

Mr. ROONEY has spent 39 years
in the real estate business in Chicago
and Los Angeles. He was active in Los
Angeles as early as 1920, and has been
continuously in the real estate business
in that city since 1938. He specializes
in the trade and sale of industrial and
commercial property and is Vice
President for the State of California
of the International Traders Club.
Long active in veterans’ affairs, cham-
ber of commerce and service club
work, he has one distinction of which
he is justly proud! He has been
elected a life member of Wilshire
Post No. 319 of the American Legion

(Continued on page 344, col. 3)

[March-April 1958—Page 337



March-April 1958—Page 338]

DUPLICATE BULLETINS

By processing the same mailing
tape for two issues of the Bulle-
tin, the division saves consider-
able time and expense in the
operation of its tabulating ma-
chines. A supplemental mailing
list is made for new licensees and
recent transfers.

This means that occasionally a
licensee will receive duplicate
Buldletins, bur savings made by
using the same mailing tape twice
substantially exceed the cost of
checking the entire run for the
rare cases of duplication,

DISCIPLINARY ACTION—DECEMBER, 1957, AND JANUARY, 1958

NOTE: Any person whose license has been suspended or reveked, 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 peried allowed for court
appeal has expired; or, if an appeal is taken, until a final determination of the court action. Names
of persons to whom licenses are denied upon application are not published.

1957, AND JARUARY, 1958

LICENSES REVOKED DURING DECEMBER,

Name Address

Effective date

and term

Violation

Apt. 7. 7236 Woodman,
:\E\lgs
2911 5. Norton, Los Angeles.. ..

Gruber, Mary Eli 3 Van
Res .

tricted Real

Real Estate Salesman
Jebl, Raymond ¥.. ... .....C 1607 Freedom Blvd,
Real Estate Broker ville
Business Opportumty Broker
lrﬁnu1 Jameb Richard. .. ... .... 1()8_6-A Fulton St.,

Watson-

San Fran-

cal Iistate Salesman
i

CIMC0
447 San Aateo Ave., San Bruna
299 El Camine Real, San Bruno

dba Walson Dllk Pml. House
dba Go;dm West Land

aurice Booo.oo.o....... 1710 Walie 12r., San Mateo. ...
al Estate Salesman
Watkins, Chas. Stuart, . ..ooooo.0 Wartkins Realty Bldg., 29 Palms

ate Broker Hwy., Yucea Valley

i’ Freasurer of  Monu-

nent Realry Co.
Real Estate Officer

Gunderson, David ot ... ..
Real Iistate Salesman

Mann, John_ ... .. ..
dba I'mter-8tate Maortgage Co.
Ru I Listate Broker

Coglictti, Joseph Valentino... ...,
{it al lstare Salesman

Curtice, William Hale. ... .00

Real E'aim Salesman

Whit-
ver
1347 iloward, Burlingame. .. ...

10321 Lock Lomond Dr.,

1500 Fivestone Blvd., Norwalk

1388 47th St San Dicgo.......

Fishma Prederic Jay. oL 945 Broadway, Chula Visia. .
Real Listate Broker
Hanson, Jack Raymond. ... ... 2264 Market 86, San Francisco.

dba Ray IHanson
Real Fstate Broker
Tyra, Viadimiz James, Jrooo..o ...
dbx Blue Ribbon Realty
Real Estate Broker
Smith, lvan Abbott .. .. ... ... 410 Broadway, Lagunz Beach. .

10220 Rosccrans Blvd.,, Bel-

Hower

Renl Estate Salesman )
Tickers, Katharine Louise Cornelius 5405 Bajada Ave., Atascadero. .

Real listate Broker
Spurr, Robert Edgar. . ..._.___. 16551 .

Real listate Broker

Johaston, Gordon David.......... 15658 Vanowen St.,
Heal state Salesman

Wallace, Charles Homer. .. o...... 7120 Crenshaw Blvd
Real Estare Broker geles
Business Opportunity Broker

Wishard, Rolie Arthur. ... ... 12728 Garden
Real Fetate Salesmun Garden Grove

1350 Main S,

Forbrag, Steve Christian...o......
Real Fstate Broker Walnut Creek

141h St., San Leandro.
Van Nuys. .
. Los An.
Grove Blvd.,

1. 0. Box 133,

Shetton, James Jackson. ... ... 438 1%, 47th St Los Angeles. ...
Real Estaze Salesman

(Gra
restr

12/ 4/57
12/ $/57
12/11/57

12/11/87
12/16/57

12/17/57

12/17/57
nted right 10
icted  lcense

on conditions}

{Gra
restr

12/20/57
12720457

12727757
12/27/57
12/27757
12727757

12727787

17 3/58
1/10/58
1/13/58
1/16/58
1/22/58
nted right to
icted licenses)
1732758

1724 /58

1/24/58

See, 10177 (d) & ()

Sce. 10176 (i} & 10177 (f)

Secs. 10177 (b}, ) 10302 {b)
& (e)

Secs. 10176 {e}, (i) & 10177 ()
Secs. 10176 (e), () 10177 (i)
Sees, 2830 & 2832 of R L.
Camm. Ruln md Rq.ul;uions
Sce, 10177 () & (I

Secs, 10177 (d), (F) & 11020

See. 10177.6

Sees. 10176 (e}, (i) & MN77 {1}

Secs, 1()]76 l)\ (b) [(GREGH
10177 (), () & ()

See. 1()1?7 (h) & (f)

Sccs.(rl)(Jli'G ) (i) 10177 (@)

Seces. 10176 {(c), (z) 10177 (f);
Secs. 2830 & 2832 of R.
Comm, Ruies -md Rq.ulmcns

See. 10177 (d}, {1}, (g} & (1)

Sec, 10177 () & ()

Sees. 10176 {i); 10177 (&} & ()

Sec. W0I7T (b) & (I}

Sec. 10177.6

Sces. 10177 (b)), {f); 10302 (b}
& (¢}

See. 10177 (b) & (£}

Sces, 10176 {c}, (i);
(f) Sees. 2830, 783
of B, . Comm.
Regulations

Bec, 10177 (b) & (£)

10077 (d),
31 & 2832
Rules and

LICENSES SUSPENDED DURING DECEMBER,

1951, AND

JARUARY, 1958

Name Address

Effective date

and term

Violation

Cramal, Glen Dorroh......... ...
Real Estate Broker

Seane, }'m(. Pauka oot .
Real Fstate Salestman

()()(J W Mineral King Ave., Vi-

1017 ] Green St., Pasadena. ...

' Hiien }mcph Raymond. . ... 495 "Feresita Blvd,, San Fran-
Re te Salesman ¢isco

Ohan }()hn foeon. .o ooo.... Rm. 10, 2044 Mariposa Su.,
Re e Salcsman Fresno

Ohanesian, John Madeolm, .. ... R, ), 2044 Maeiposa St
Real Estate Broker Fresno

Rosenberg, Harold. civeeoe. 5338 Laurei Canyon, North
Real Estate Sulesman Hollywood

Abell, Joha Charles. .. .o ... 08 W, 30k Se,
Real Kstate Salesman

MeAdam, Clarence Eugene. . ... ..
Real Iistate Broker

Mewport Ileach

654 Broadway, Sonoma. .. ...

{Stayed for | year)
1/13/58

12/20/57
15 days
12/20/87

10 days

90 days
1/13/58

10 days
(Stayed for 180

ays

Secs. JOIT7 {d), (£) & 11020
Secs, 10176 {a), G} & 10177 (1)
Sec. 10177 (a) & {f)

Secs. 10176 () & 10177 (1)
Seen, 10176 {0) & 10177 ()
Secs. 176 {a), () & 10177 (1)

Seces. 10176 (1) & 10177 (D)
See. 10177 ()



Mortgage Sales nghi‘ Be " Securities” Sales

Public ()ﬁcnng’s of whole or frac-
tional interests in mortgages or deeds
of trust under arrangements which
provide for a variety of services to the
mvestor may come within the scope
of the Federal Securities Laws and the
Corporate Securivies Act of Califor-
nia, according to the California Cor-
porations Comumissioner. He cited a
recent opinion of the Federal Securi-
ties and Iixchange Commission on the
subjecr,

In the opinion of the commission,
such an arrangement may constitute
an “investiment contrace,” which is a
“security” within the meaning of the
securities faws; and the public offer-
ing and sale of these investment con-
tracts may involve the registration
provisions of the Securities Act of
1933 and other provisions of the laws,

What Makes an Investment Contract

Cerrain services and arrangements
offered in relation to' the moregages or
deeds of trust have come-to the atten-
ton of the commission and they may
give rise to the creauon of “invest-
ment contracts” within the meaning
of the securities laws.

Common ones are: (a) complete in-
vestigation and placing service; (b)
servicing collection, payments, fore-
closure, etc.; {c) implied or express
guarantee against loss at any time or
providing a market for the underly.
ing security; (d) making advances
of funds to protect the security of
the investment; {e) acceptance of
small uniform or continuous invest-
ments; (f) implied or actual guaran-
tee of specified yield or return; {(g)
continual reinvestment of funds; (h)
payment of interest prior to actual
purchase of the mortgage or trust
note; (i) providing for fractional in-

terests in mortgages or deeds of
trust; (j) circumstances which ne-
cessitate complete reliance upon the
seller, e.g., great distance between
mortgaged property and investor;
(k) seller’s selection of the mortgage
or deed of trust for the investor.
The wider the range of services of-
fered and the more the investor muse
rely on the promoter or third party,
the clearer it becomes that there is an
investment contract in the opinion of
the commission, While there may be
circumstances under which one or
more of these eclements are present
without constituting an  investment
contract, it is the position of the com-
mission that cach of them has a bear-
ing on whether the investor is relving
“solely on the efforts of the promoter
or third party” to use the investor’s
money and through these efforts to
return a profit to the investor—trhe cs-
sential test of an investiment congract,

Regquirements§orSeciuritics-

The Securities and Exchange Com-
mission also called artention to the
fact that persons engaged in the busi-
ness of buying and selling such invest-
ment contracts would be required to
register with the commission, and chat
the antifraud provisions of the federal
securities laws would apply to adver-
tsements, literature and other repre-
sentations made in the offer or sale of
such securiti_e;a (Questions should be
addressed to W, H. Stephenson, Cor-
porations Commnissioner, Room 110,
State Office Bldg, No. 1, Sacramento,
California.)

SUSPENSIONS—Confinued

[iFective date

Name Address and term Vielation
Medak, Matthew Lawrence. ... ... 4304 MNhacdonald Ave., Rich- 1/13/58 Sees, 10176 (&), ) & 30177 ()
Real Estate Salesman mond 30 days
Hurlburt, Henry l/()tlh 4153 MacArthur Bled,, Oakland 1/26/58 Sees, 10176 (a), 1), {e), (). (1)
dba Lmnmmion 40 duys 10177 (dy & (1)

Real I
Smith, (.m) o
Rexd Ealate Salesman

4153 MacArthur Bivd,, Oakland

1726158 Sees, 10176 (0}, (b)) ()
30 days 10177 {d) & (1)
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Usurious Transaction

{Continued from page 337, col. 2)

the figure to be inserted in the note;
and that the note was executed pur-
SEANT 0 an agreement the company
had previouslv made to lend the bor-
rower $3,055 in consideration of the
repayment of $4,700 and interest,

When a Loan Is Usurious

The court stated in effect that, if 2
transaction s one in which a note is
purchased in good faith at a discount,
it is not a vsurious transaction. How-
ever, if the payee is a2 dummy and if
the form of the transaction is a scheme
and subterfuge to cover up the fact
that the assignees actually loaned the
money, then the “discount™ is interest
and the transaction obviously usurious.

In the court’s own words:

“We have recounted the findings and evidence
at some length, not because we have any
doubts that they disclose a deliberate and il-
legal attempt to collect a usurious rate of
interest, but because we think that the public
interest will be served by exposing in full this
iltegal attemp: to mulet a necessitous bor-
vower, While the presumption in such cases is
in favor of legality (Garrich v, J. M. P., Inc.
150 Cal. App. 2d-— (309 P. 2d 896); Lindsey
v. Campbell, 132 Cal. App. 2d 746 (282 P, 2d
948), herc the presumption was clearly re-
butted. It is obvious from the record that de-
fendants engaged in a thinly veiled scheme to
make it appear that they were the purchasers
of the note at a big discount, when in fact they
ware the lenders of the money, The method
used to camouflage the nature of the transac-
tion was crude and illegal. Such tactics should
not be condoned. They should be fully exposed
to the end that necessitous people will not, in
the future, be defrauded by such a scheme,
and so that the beneficent purposes of the
usury statute will not be evaded. In fact, the
appeal, insofar as the contention is made that
the transaction was not usurious, approaches
the frivolous. It is teo obvious to require de.
tziled demonstration ‘that G, was a dummy;
that the defendants knew it; that defendants
then determined the figure to be inserted in
the G. note; and that defendants in fact, made
the loan to plaintiffs’.”

Conclusion

This case well illustrates the danger
to licensees of becoming involved in
possible wsurious transactions. Such
action could very easily result in dis-
ciplinary action by the Real Estate
Commissioner. (Case reported—Janisse
v. Winston Investment Co., 154 A. C.
AL 629)
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foan laws.

field in all possible instances.

Fstate, 1015 L Street, Sacramento,

Commisdionert Yorum
This section 15 open to Inquiries from licensees on matters of general
interest concerning the Real Estate Law, subdivisions, and mortgage

However, it is not intended to substivute for the practice of obuaining
information from local branch offices of the division or depuries in the

Address your letter to The Editor of the Bulletin, Division of Real

Savings and Loan Trust Account

Q. In the last issue of the Bulletin, ft was
stated i the Conunissioner's Forum that an
ordinary checking accownt would not wmeet
the regquirements of a trust account.

Is it possible for a real estate broker 10
establish his trust accornt i a savings and
loan company? —W. M. O., Broker.

A, To our knowledge, all savings
and loan institutions provide that pre-
vious notice of withdrawal may be re-
quired for thelr accounts,

To conform with Commissioner’s
Regulation 2830, a trust account must
be so set up that the funds in it may
be withdrawn without previous notice.
This requirement, of course, would
prevent authorized trust accounts be-
ing established at savings and loan
institutions,

W bat Counstitutes Dishonest Dealing?
Q. | note in the Real Estate Law there Iy
a section {10176(1)) avhich aurhovizes disci-
pline of licensees for dishonest dealing. x-
actly whatr constitures “dishonest dealing™?
~~E, E. M., Salesman.
A. This is difficult to answer since
dishonesty may take so many forms.
Iv is, as the dictionary savs, “lack of
honesty, probity or integrity.” Section
10176 (i) is a sort of “catch-all” section
which states that dishonest dealing is
conduct which may be grounds for
revocation or suspension of a license.
Examples of dishonest dealing might
be cited almost withour end. Failure
to return a deposit is one type of com-
plaint warranting investigation for a
possible case of dishonest dealing. Dis-
honesty must be proved, however, and
mere failure to return a deposit is not
necessarily dishonest. Bur if the offer
was not submitted to the seller or if it
was rejected by the seller and the de-
posit was not returned, dishonesty
may usually be presumed.

License Fee Refund

Q. Your assistance is requested in sertling
a question thar bas been a topic of contro-
ersy among several of the brokers here.

If & $50 license fee for a four-year broker
leense is paid and then rhe broker decides
to work for anotber broker as a salesmran,
can evedit for the unused thme of the broker
license be applied to the salesiian license fee
if the broker license is suvrendered?

—F. J. W., Broker,

A, Were we in.this position, we
should certainly like to hear thar part
of the already paid broker fee could
be credited to the §30 fee for a four-
vear salesman ticense. Sorry-the full
four-vear salesman license fee of $30
would have to be paid. The broker li-
cense would continue to run while
inactive, bur the individual concerned
could activate it any time prior to its
expiration by payment of $1.

The Real Estate Law specifically
bans refund of application or license
fees n whole or in part. The pertinent
seetion of the Business and Professions
Code provides that “no part of any
fee paid (for license, erc.) is refund-
able. It is deemed earned by the divi-
ston upon its receipt.”

Limited Salesman Liceunse

Q. Can a limited veal estare saleswan list
a piece uf property for bis broker?

—J. E. M., Broker.

AL The limited real estare salesman
CANAGE SIPN any CONtracts or agree-
ments on behalf of his broker. Thus,
the limited real estate salesman s
largely restricted to making contaces
with prospecuve customers, showing
property and finding property for sale
or Jease which may be listed by s
broker or by a regular salesman,

The limited salesman license is valid
for only 120 davs,

"Advance Fee” Firm's
Acfivities Curtailed

A preliminary injunction rescraine
mg Business Mare of America, Inc.
{formerly known as Charles Ford and
Associates, Ine)), and its officers from
soliciting for the sale of, or contract-
ing for the sale of, its advertising serv-
ices in the States of California, Ari-
zona, Nevada, Oregon, Washington,
Idaho, Montana, New Mexico and
Utah was issued by Los Angeles Su-
perior Court Judge Bayard Rhone on
February 14, 1938,

Unlicensed Operataors

The court’s action climaxed another
move in a concerted drive by Califor-
nia’s Real Estate Commissioner and
Artorney General against unlicensed
operators engaged in collecting ad-
vance fees for advertising and pur-
ported sales promotion on real prop-
erty and business opportuniries,

Two of the three largest nationwide
operators in this field have ceased
operations since this campaign was
started. The first, U. 8. Buyers Report,
Inc., formerly National Buvers Guide,
Inc., left the field on or about Novem-
ber 1, 1956,

The third company, Universal In-
terchange, Inc., along with its affifated
companies and officers, has been or-
dered to show cause why it should
not cease and desist from alleged un-
fair and deceptive acts and practices
in commerce, at a hearing held before
the Federal Trade Commission March
3-6 in Los Angeles and continued in
the States of Oregon and Washington,

Assembly Comm ittee

On January 27-28, 1958, numerous
witnesses  testified in Los  Angeles
against the practices of Business Mart
and other operators in this field be-
fore the Assembly Subcommittee on
Governmental Ffficiency and Econ-
omy, of which James 1., Holimes of
Santa Barbara is chairman, Proposed
amendments to charify the “advance
fee™ law and plug certain loopholes in
it were submiteed, Next June in Sanra
Barbara, the committee will resume its
investigation of advance fec operarors,



Don't Lef Your License Expire
While You're Nof Looking

Suppose you have a renewable broker or salesman license which you last
renewed prior to July 1, 1957, Your last name is “Brower,” so vour current
license expires April 30, 1958, Prior to that date, if you want to stay in business,
it must be rencwed for a four-yvear period.

Down the streer is the “Credit Realty Co.,” a corporation lcensed as a broker.
The corporation, because its name begins wich the letters “CR,” was licensed
from July 1, 1957, through August 31, 1958, and, before the latter date, it should
apply for and obrain a new four-year broker license.

You have a broker friend named “Princeton.” Because his name begins with
the letters “PR,” his Jicense runs for three years—from July 1, 1957, through
June 30, 1960, and he doesn’t have to think about renewal for at least a couple
of vears,

The point is: Licenses are running out practically “around the clock,” and
you should know when vours is due to expire and be prepared to renew it
without lapse or extra cost.

An average of about 3,000 renewable licenses are scheduled.to expire each
month and will expire unless they are properly renewed. The expiration date
appears on your license, and you should receive a remewal notice from the
Division’s Sacramento office about one month prior to that date.

Notice to Renew

The new punch-card machines installed in Sacramento automatically produce
a renewal notice, which is sent to the licensee at the larest address refleceed in
the division’s records.

Note: The renewal notice for a salesman is sent in care of his employing broker, Oaly if the
salesman has properly inactivated his license is the notice sent to his home address.

Punch-card Licensing System—
With the recent conversion ro
punch-card operation at Sacra-
mento, a controtled check of li-
cense expiration dares and stag-
gered renewal periods is now
pussible. The new key punch ma-
chine pictured lere can produce
derailed  information  cards  for
new, ransferred or changed h-
censes at a rare of 150 per hour.

Protect Your Renerwal Right

The Real Fstare Law, however, does not offer relief if for some reason your
notice to renew does not arrive in the mail. The final responsibility for keeping
vour license right rests wich you!

This point was vividly illuseraced by a recent distressing experience for all
concerned. A prominent but semi-rerired broker had to take an original license
examination again after being in the real estate business for many vears. He had
overlooked his license expiration date and failed to renew during the one-vear
grace period.

IMPORTANT—Get in touch with the division’s nearest office or send a
request for renewal along with the proper fee if you do not receive a renewal
form at least two weeks before your license expires. Four-year license renewal
fees: broker, $50; salesman, $30.
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Change in Processing
Limifed Salesman

License Applications

After a close seruriny of the careless
way in which some brokers employ
limited salesman licensces, the commis-
sioner has been forced to rghten up
on the issuance of these licenses,

As a result;

(1} Limited real estate salesman li-
cense examinations are not given on
extremely short notice unless there is
a special need and  demonscrated
wrgency,

(2) Fingerprints of an  applicant
must be cleared prior to the issuance
of the license unless there is unusual
delay in receiving clearance from the
Bureau of Crimmal Identification,

(3) The limited real estare salesman
examination has been strengthencd.

Limited real estare salesman leenses
run for 120 days, and are issued afrer
the applicant has passed an clementary
CNANINATIOnN.

Reason for Change

It had become quite apparent that
some brokers were sponsoring candi-
dates for limived salesan license after
only a very cursory examination of
their backgrounds or perhaps none at
all. “The limited salesman license,
used with restraint and proper pre-
cautionary methods can serve a use-
ful purpose,” the commissioner has
stated. “But I am sure our industry
does not want undesirables using it—-
so to speak-——as a back-door entrance
to our business. Condening such a
possibility would tend to undermine
public confidence in the licensing
process,”

MEMO TO EXAMINEES

If you are preparing for exami-
nation for renewable license, the
Supplement to the Reference Book
should prove a valuable study aid.

The Supplement sells for $1.04
(includes sales tax), and will be
sent to you postpaid from Sacra-
mento upon receipt of order and
remittance. Ut can also be pur-
chased at any office of the division.
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SIMPLIFIED TRUST FUND RECORD SYSTEM
FOR USE BY REAL ESTATE BROKERS

“1 know T must maintain a eruse fund account with proper records or at
least keep records of trase funds passing through my hands. How about some
help in setting up an accounting systemd”

In response to many requests from brokers throughout California, the Real
Estate Commissioner has had the Auditors Section of the division prepare a
simplified accounting system which might meet the needs of many real estate
brokers operating small offices.

It is emphasized that the system described here is intended to be a wrininmn
systernt, Obviously, more elaborate records may be desirable, and even necessary,
depending on the size of the broker's business and how complicated it is.
Furthermore, the advice of a competent accountant is desirable, and may be
very necessarv in case a more detatled system Is set up.

Simplified System

The system deseribed here is probably the easiest kind to keep because, for
the most part, it uses the papers thar are already involved in deals. These are:

1. Deposit receipt;

2. Bank deposit slip or eserew receipt,

3. Trust account check;

4, Bank statement.

However, since it I usually not convenient to keep all of these papers in
one place, it is necessary to make a record of this information in some sort of
a “jeurnal” or on the cheek stubs of the trust account checkbook, This makes
a fifth item that is necessary in this systen.

The way these five frems are used is deseribed in more detail 2 follows,

Deposit Receipt (Fig. 1)

Alost brokers use a standard form of Deposit Receipt and Offer-to-Purchase.
In addition to the copics piven to those wha sign, the broker should keep 2
copy. This will show the date, the amount, from whom, and for what trans-
action the money is received,

Writfen Authorizafion
Required for Salesman
To Handle Trust Funds

The commissioner has amended the
official regulation which prohibits
salesmen from handling eruse funds
except under certain specified con-
ditions,

The broker is stll ultimately re-
sponsible for any trust funds, but the
amended regulation helps clarify the
position of the salesman when his
broker enrrusts him with the handling
of such moneys.

Text of Regulation

The text of the amended regula-
tion which became effective March 2,
1958, follows:

Scction 2834, Salesman Handling Trust
Funds., A salesman shall not handle trust
funds in any way without the express writ-
ten authorization of his employing broker.
A broler may authorize a salesman to place
or withdraw trust funds on behalf of the
broker anywhere the broker could himself
place or withdraw them, but shall not au-
thorize any other disposition,

A salesman may be authorized by his em-
ploying broker to place trust funds in the
broker’s trust account, in escrow or in the
hands of his principal. A salesman shall not
withdraw funds from the broker’s trust ac-
count without express written authority from
the broker in each case; a salesman shall not
be permitted rto withdraw funds by check
unless the broker’s signature is on the check.

In any event, a broker shall be held re-
sponsible for any trust funds he authorizes
a salesman to handle,

Banh Deposit Slip

The bank deposic slips should be
filled out in duplicate and one copy
retained by the broker. On the left
margin, the bank number and the pur-
pose of the receipt can be shown on
the deposit tag. This method provides
an easy way to identify all funds
placed in the trust account. (In some
instances, the banks may prefer that

information other than the funds de-
posited be placed on the reverse side
of the bank deposit tag.)

Deposits should be made not lacer
than the next working day after the
funds arc received from the chent
If the deposit s placed directly into
eserow or s given directly ro rhe

Figure I
Beposit Rereipt

Los Angsles Calif, ....... Jamuary 7 1958 .
Received from...._ Clem Derry -
hergin called Buyer, the sum of Four Hundrad .
Dollars ($.. 690 0Q ...} evidenced by cash (%), personal check [J, cashier's check [, or
as deposit on account of purchase price of ... {($32,000) ... Twelve Thousand

Dollars (4. 12,000 )

for the purchase of property, situsted in....... 148 rae Strest, Los Angsles

County of........ Los Angeles

California, described a3 follows:

seller, rather than being put into a
rrust account, a receipt should be ob-
rained and kept on file.

Trust Account Check (Fig, 2)

By the use of a deseription column
on the trust account check, a brief
acenunting can be given to the prin-
cipal, However, the use of a deserip-
tion column is limited and it may be
necessary to forward a separate ac-
counting staternent with the check,
When withdrawing commissions from
a trust account, by using the deserip-
tion space on the cheek vou will be
able to show whar your commission
is composed of and the manner in
which ir was calculated.



Accounting System

{Continued from page 342, col. 3)

Deposits received by the broker and
placed in his trust account and then
forwarded to the escrow company,
ere., can be described on the face of
the broker’s checl.

Journal Record (Fig.3)

ispecially in regard to this item, it
is emphasized that only a minimum
system is described in this article. The
main difference between the system
described here and other more elab-
orate systems is in the tvpe of jour-
nals that are kept.

Set forth in Fig. 3 is a part of a
sample type of page that may be used.
The check stubs in the trust account
checkbook may also be used in much
the same manner as this journal. How-
ever, one or the other is absolutely
necessary,

Bank Statement (Vig. 4)

At least monthly, and promptly
upon receipt of the bank statement
with the cashed trust account checks,
a reconciliation should be made. This
means that the checls written should
be compared with those cashed, the
outstanding checks should be listed,
and a balance should be obtained be-
tween the bank statement, the check-
book and rthe journal records. This
may be done as in Fig. 4:

The trust account should ac all
times contain 100 percent of all funds
belonging to clients. In the reconcilia-
ton of the bank account and the
preparation of the trial balance on the
trust liability, the two ending balances
should agree. If chere is a difference
berween the book balance and the
trust liability balance, the transaction
should be rechecked to locate and cor-
rect the error. In recording the trans-
actions of cash received and disbursed
in the journal, the broker can simplify
the preparation of the wast liability
balance by checking off the amounts
received when he turns the funds over
to an escrow company or refunds a
customer’s deposit, In this manner, the
trust liability will be composed of the
unchecked receipts as of the end of
the month.
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Figure 2
SAMPLE TRUST ACCOUNT CHECK
Description Amount No. 39
Manning Rentals T
Dec. 57 $75.00 Janvary 3, 1958
Jan. 58 310,00 Pay 1o the e
e arder of L. D. Brooks $38.50
$385.00 -
Thirty-eight and 50/100 Dollars
Commission $38.50
[ 5 L. D. Brooks Trust Account
LONE BANK
Los Angeles, California L. D. Brooks
Figure 3
SAMPLE TRUSYT ACCOUNT JOURNAL-—RECORD OF CASH
RECEIVED AND DISBURSED
Reeeipt  AMOUNT
Date or _
1958 Name For the account of:  Check  Re- Dis-  Balance
January No.  ceived bursed
Balance Forward $£200
2 Ralph Adams, Apt. D Manning Apartments 682 575
2 Bob Jones, Apt. A Manning Apartments 683 80
3 Margaret Franks, Apt. € Mauning Apartments 634 80 435
Figure 4
BANK RECONCILIATION—January 1, 1958
Balance per bank statement. ... 800
Deposits in transit and not entered by bank . ... ... o 50
Bubtotal. ..o B850
Less checks outstanding:
Check Number Date Amount
33 12727787 o #75
36 12/30/57 25
37 12730757 o 450
Total checks cutstanding........... ... 650
Balance per check record, . ... o #200
TRUST LIABILITY—January 1, 1958
Received from For the account of Amount
Ralph Adams. .......................... Manning Apartments. . ................., $75
DanThomas. ........................... 1682 Denning Road., .. .................. 125
Total aceountability ... $20

RECONCILIATION OF BALANCE PER CHECK RECORD AND
TRUST LIABILITY—January 1, 1958

$200
200

Difference. ... .. oo —
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Educational and Sales Conferences Scheduled

The “1958 Blueprint for Selling Real Estate” will be the theme of the eleventh
annual series of Educational and Sales Conferences offered by the California
Real Estate Association, beginning April 7th in Anaheim and concluding in

Eureka June 6th. (Schedule below.)

The theme describes the sales training portion of the conferences which will

give the answers to many of the ques-
tions confronting salesmen in selling
real estate today.

A nationally prominent speaker will
open the conferences with suggestions
on developing “New Business From
Old.”

During the morning sessions while
the salesmen are attending the sales
training seminar, the brokers will hear
about “Today’s Real Estate Brokerage
Costs vs. Profits.” Study and research
on this subject have been so extensive
that a special manual has been devel-
oped for distribution to brokers at-
tending.

Salesmen will be given the keys for
developing and building confidence,
which every buyer and seller must
sense to create a sale, in the confer-
ence subject entitled “Helping Sellers
Sell Themniselves.”

A film developed especially for the
conferences will be shown. Titled
“Closing @ Real Estate Sale,” it is a
visual presentation of the many tech-
niques used in meeting and overcom-
ing the common objections and prob-
lems faced by the salesman in closing
a sale. Following the film, the subject
“What Makes a Successful Salesman”
will be presented by a dvnamic and
successful speaker.
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Following lunch, salesmen and
brokers will attend a joint session on
“Extra Business Using Simple Ex-
changes” A case study presentation
will be made of a simple exchange of
a two-bedroom for a three-bedroom
home.

Enrollment for any one of the Edu-
cational and Sales Conferences is by
advance registration and is made
through the local real estate board in
your area.

EDUCATIONAL AND SALES
CONFERENCE SCHEDULE

Date City
207/ | iy A —— Anaheim
April 8 nsmes e IV ERSI A
April 9 .. San Diego
April 10 ... ....Los Angeles
7245 R ) S — e YV NILELER
April 21 Santa Barbara
April 22 Burbank
April 23 e Pasadena
April 24 __ Hawthorne
April 25 : sasalsong” Beach
Mawi 12 oo ... Sacramento
May 13 . ... Berkeley
May 14 ... ... Santa Rosa
May 15 . s San Francisco
May 16 ... ....San Jose
May 17 Fresno
June 2 . ‘Monterey
June 4 e Red Bluff
Jitie 6 s e orelks

Commission Members
Reappointed

(Cont. from page 337, col. 3)

—the only member of this post ever
accorded that honor.

Omne of Many Posts for Johnson

Mr. JOHNSON has been actively
engaged in the real estate business in
California for nearly 30 vears, as presi-
dent of his own company located in
his native city, San Francisco. He is
well known for his active participa-
tion in community projects and in the
affairs of organized real estate. Nam-
ing only a few of the many posts he
has held: He has served as President
of the San Francisco Real FEstate
Board; President of the National In-
stitute of Real Estate Brokers of the
United States and Canada, and Presi-
dent of the California Real FEstate
Association.

Functions of Commission

As commission members, Mr,
Rooney and Mr. Johnson meet with
the other members to advise with the
commissioner and to inquire into the
needs of the real estate licensees in
California and the functions of the
Division of Real Estate. They also sit
with a committee of commission
members to evaluate claims of qualifi-
cation for real estate broker license
based upon general real estate experi-
ence and/or education.



