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Subdivision
Advertising

by Mcrtin F, Dingmom, Assistont
Comunissioner, Subdivisions

ubdividers and their marketing agents

should familiarize themselves with Sec-

tion 2799.1 of the Commissioner’s Regu-

lations which relates to adveriising and
promotion of subdivided interests. This regula-
tion is applicable in determining whether adver-
tising used in connection with the sale or lease of
subdivision interests is false or misleading,
However, the regulation is not all-inclusive and
the fact that a particular advertisement is not
specified therein docs not mean that it cannot be
found tobe false or misteading,

Realizing that subdividers may have diffi-
culty in determining just what advertising may be:
construed as false or misleading, the Commis-
sioner has published a pamphiet entitled, “Guide-
lines for Subdivision Advertising.” This publica-
tion contains the Commissioner’s regulation on
the subject phus an Mustrated application of each
subdivision of the regulation. Copies of the
advertising goideline pamphlet may be obtained
by sending a written request to the Subdivisions
Technical Section of DRE at P.O. Box 187005,
Sacramento, CA 95818-7005.

The regulation covers a variety of subjects,
such as advertising of investment for profit or
resale potential, discounts, price leaders, price
increases, travel offers, and pictorial or illustrated
depictions of the subdivision and surrounding
land,

The regulation also prohibits using state-
ments from the public report out of context and
underscoring, italicizing, or otherwise highlight-
ing any patt of the-public report, except in confor-
mance with any highlight in the public report
itself. Representations that DRE or the Commis-
sioner has approved the subdivision because of
issuance of the public report is prohibited and
disclaimed on the face of the public report,

For some subdivision projects, advertising
raust be submitted to DRE prior to publication,
For instance, advertising for land project sub-
divisions is required to be filed prior 1o use.
Proposed advertising of out-of-state subdivisions
must also be filed at least 10 days prior o use.
However, for an in-state subdivision, it is within
the subdivider's discretion whether or not to file
advertising for review and clearance. The De-
partment believes nevertheless that it is the pru-
dent thing to do when any doubt exists as 1o
whether or nota particular item is misleading.

There are several remedies available when
a subdivider uses false or misleading advertising,

confinued on page 3, Advertising

DRE Enforcement Policy

by Jamnes A. Edmonds, Jr., Real Estate Commissioner

s I commence my fifth year as Real

Estate Commissioner, I thought 1

would review with you the

enforcement policy of the
Department of
Real Estate with
respect o
regulatory
matters.

In this
regard, a guest
article by Dr,
Kenneth W.
Edwards (author
o f “Your
Successful Real
Estate Career,” American Management
Association) in the Spring 1987 issue of the
National Association of Reat Estate License
Law  Officials’
NARELLO
NEWS caught
my eye as itoffered what I believe to be a straight-
{forward approach to the matter of enforcement.

Dr. Edwards expounds the philosophy, “If
you can’t do the time, don't do the ¢rime.” 1also
subscribe to this philosophy. “If licensees know
clearly what the ruies are, and that there willbe a
fair, but no-nonsense enforcement of them, it
seems certain that it will foster an attitude of
seriousness and responsibilily in their dealing
with the public,” says Dr. Eqwards.

The Department’s historical and current
policy with respect to enforcement of the Real
Estate Law is to be both fair and just. That is,
pursue a “no-nonsense enforcement” of the Real
Estate Licensing Law for the benefit of the con-
sumer and the real estate industry.

Dr. Edwards gocs on to state that, “A new
licensee has two major potential negative influ-
ences to overcome. The first is the ‘everybody
does it” attitude.” Itis possible that the real estate
industry had that fecling prior to the present state
administration; however, under my term of of-
fice, let it be known that “everybody does not do
it,” Those who do and get caught will be disci-
plined in accordance with California’s statutes.

For instance, T was somewhat distraught
when I recently read a commentary in a reaity
board weekly magazine that indicated the
Department of Real Esiate was 100 severe in
enforcing viclations of the law found as a result
of conducting routine audits of the offices of real

estate licensees, Idisagree completely. When the
Department of Real Estate was established in
1919, it was given as part of its charter the
responsibility to protect thé consumer, - You
can be
assured that
under my
term as
er, the
Department
will fulfill
this res-
ponsibility
and in doing
: 80, will
pursue as appropriate, minor violations of the
law which can and oftentimes dolead 1o more
serious violations. The Department will also
pursue  the major
fraud transactions
which you read of
daily in the news media.

The second obstacle identificd by Dr.
Edwards which new licensecs are faced with is an
adverse influence which is more subtle and much
more difficult to combat, Some of the sales and
marketing techniques to which the new
salespeople are exposed today are very aggressive
and even manipulative. “It can be difficul; for
those with peor judgment o draw the line between
spirited salesmanship and unethical or iHlegat
practices..” (Dr. BEdwards)

Dr. Edwards states that, “Part of the answer
lies in writing rules and regulations that ate prac-
tical and by establishing an effective means of
commanicating with the licensees.”

I believe the California Real Estate Licens-
ing Law and the Rules and Reguiations of the
Commissioner achieve the necessary practicality
referred 10 by Dr. Edwards, and. that the DRE
Bulletin opens the lines of communication to all
321,000 California real estate licensees. I have in
the past and will continue in the futare to have
dialogue with the real estate, housing and lending
industries as well as consumer groups to ensure
that the DRE is addressing the concems and
problem areas which exist in today’s marketplace.

I believe that the DRE is doing the job that
Governor Deukmejian expects it to do and that
through its “no-nonsense enforcement” policy,
the Department is providing protection for the
consumer as well as a much needed service to real
estate licensees and their related industries,. M
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DiscipLINARY ACTION

September 1987 to November 1987

REB — Real estate broker

RES — Real estate salesperson
PRLS - Prepaid rental listing service
REO —~ Real estate officer

Note:

RREB -~ Restricted real estate broker
RRBRES -~ Restricied real estate salesperson
RPRLS - Resiricted prepaid rental listingservice

REC

~ Real estate corporation

Alistof actions is not published in this Bulletinuntil the 30-day period allowed for court appeal has expired,

or if an appeal is taken on the disciplinary action stayed, until the stay is dissolved. Names of persons to
whom licenses are denied on application are not published.

For YOuR INFORMATION

The following are brief summaries of the numerical code sections listed after cach licensee’s name. The
full context of the various sections is found in the Business and Professions Code and the Regulations fo
the Real Estate Commissioner, both of which are printed in the Real Estate Lawbook. The Real Estate
Lawbook isavailable for purchase from the Departmentof Real Estate for $12.50 plus tax.

Business and Professions Codes 10177(6) conduct that would have warranted denisl of 2
license

490 relationship of conviction to licensed activity 10177(g) negligeace or incompetence &8 licensee

495 pubtic reproval 10177¢h) failure to supervise salespersons

10085 failure to submis advance foe muterels 10177() fraud or dishonest dealing not in liceased

10130 acting without license capagily

10137 untawfil payment of compensation 10237.3 acling a6 rorl propenty seendtics dealer withous

10145 trust fund handling endorsement

10148 seteation end availability of real estate broker 10238.3 failure to oblain real propeaty secutities permit
records 10240 faiture ta give morigage loan disclosure

10159.5 fictitious name slatment

10160 broker p jon. and i inspection of 1024143 failare o give mortgage loan disclosure
license statement

10162 office abandenment

106167.9(a)(3) failure 10 include required terms in OPRLS Regulations
contrct

10167.9(c) nse of unapproved conlract ns broker"s failure to maintain current address with

10167.10(s)(1) non-refund of PRLS foo DRE

10167.10(b) failure to refund deposit or portioa theeof 2725 failure of broker (o review and inital

10167.15(a) referral of unkvaitable or non-exisient yental apreanenis
propeany 218 unauthorized use of fictitions business name

10167.11(b} falsc, misleading or decepive advertising or 2830 failure 1o maintain trust fund account
description of a rental propenty 2831 inadequate trust fund records

10167.12 violation ar ¢rime by PRLS licensee 28311 inadequate trust fund records

10176{a) making any substantial misrepresentation 2832 fzilure to comply with specifie provisions for

10176(b} making false promise handling wrust funds

10176(c) course of mistepresentations through 2832.1 broker's failure to obtain permission to disbuse
salespersons russ funds from an account invelving multiple

10176(e) commingling tmst funds beneficiarics

10176(g) secret profit or undisclosed compensation 283 trust account withdrawals by unsuthorized

10176(3) fraud or Jishonest dealing in licensed capacity person

10177(2) procuring a real estate lcense by misreprosenia-  2950(d) failure of broker handling escrows to maintain
tion or material false statement recoTds

10177(b} conviction of crime 2950(c) failure by broker 10 maintain and make escrow

10177(c) false advertisement records avaiiable for inspection

10177(d) violation of real estate law or reguladons

ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW

REGULATIONS

Amidy Kinje, Ali (RES) 3131 Bascom, Sic. 4A, Campbeil 9/16/87 10145, 10176(x){e) (1),
10173 d)1)

Astost, Anne Llone {RES) 1640 Venturs Bl,, Encino 9/8/87 490, 10177(0)

Tabij, Diane (RES) 7650 Kreth Rd.,, Fair Osks 11/18/87 450, 10177(b)

Billingsley, Lois Anne (RES) 3560 78th St., Sacramento 10/13/87 49, 10177(b)

Blasingame, Dednna Gaye (RES) 750 Garren Ln., Aroyo Grande 1116737 490, 10177(b}

Diba ~ Civie Really Advisors
Chri Clifford Comeli

Cimine, Philip Jehn Ir. (RES)
Coleman, Janice Lena (PRLS)

Collantes, Manca (REB)
¢ Eos Rios, Jose (RIS)

Eisenbeisz, Gane Haben (RES)
Forman, Ward Hamed (RES)

Chemik, Peter Robert (REB)(REQ) 4 Embarcadere Center, Ste. 3600 San Francisco  124/17/86 490, 10177(0XD
(RES)A0879 Highway 41, Oakhurst 1171887 10176(a){d)(i), 10137,
101 77(dX D

453 Rancho Alegre, Covina 10728787 490, 10177a)(5)

7417 Van Nuys BL., Ste. I, Van Nuys 9187 490, 10167.100)(1),
10167.11{a), ()1, (b)),
10167.12(a3(2)

4174 Mission 8t., 8an Francisco 10/1/87 2731, 2830, 2832, 10145,
1017 &)

916A Grace 51, Bakersfickd 11/16/87 490, 11077

12385 Sonoma Ct., Chino 10/14787 490, 10177(b)

1340 Miracle Cir., Tulare 1142387 1017(f)R)

20340 Highway 116, Monte Rio 11/17/87 10145, 10176(a),

Fowler, Charlene Elaine (REB)

LRI (XM, 10241())

CA 95818-7000.

continued on page 3. Disciplinary Action
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Disciplincry Action, continued from page 2

NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Friez, Donild E. (RES) 68044, Iyde Park Dr., San Dicgo 91587 490, 101 77{b}
Furehpen, Don Jay (RES) 27491 Almendra St,, Mission Viejo 9/8/87 490, 1177()
Ghoogssian, Richard (REB) OO0 B, Walnut #221, Pasadenn 16/20/87 10162.9(a3 (3353 (&),
Dbag — CLN, M. Realty, Rentmasters, Selec-Tenant 10167.:0{b),
1016711 (b)(13(23(4),
10167.12, 10177(d) ()
Glushko, Thomnas Nikeli (RES) 802 N. Sweelzar, #101, Loe Angeles 6/23/87 490, 10177(b)
Havens, Peggy June (REB) 56185 29 Palme iwy, Yuccs Valley 4/24/87 101 76(a){b)(i), 10177(d)
House, Karren Helen (RES) 1424 Camino Del Mar, Del Mar 9715737 490, 10177(b) ’
Hsn, Jennifer Shu-Yuan (RES) 501 N, 3ed St., 4G, Alhambra 9720/87 490, 10177(z){b)
Hughes, Sicven Wiltiam (REBYREQ)23201 Mill Creek Rd. Laguna Hills 4RfR7 10177()
Jensen, Robert Dwayne (REB} 627 Moatelair Dr., Santa Clara 928187 490, 10171
Johnson, Harold Desn (RES) 17% Mildred Av., Pittsburg 10/13/87 490, 16177(b)
Kale, Linda Low (RES) 11690 Tarawa St., Cypress 11719/87 490, 1617Ha)(b)
Keetey, Bdward Vaughn (RES) 8722 Sage Cr,, Yucea Valley 102987 490, 10177(b)
Kelly, Dennis George (RES) P.Q. Box 357, Cedar Ridge 11/16/87 490, 10177(b)
1.amond, Phyliis (RES) P.O. Box 6143, Woodlend Hills 912287 490, 101 77b}
MacLeod, Kenneth (RES) 820 Center St., Ste.12, Costx Mesa 9/10/87 490, 10177k}
Marnaug, Rollie Simangan (REB) 3128 Benis Dr., Sacramentio 10/53/87 2830, 2831, 2831.1, 2832,
10145, 10176(c), 10177(d)
Mathicu, Renes Yvonne (RES) 2536 Do La Vina, Sants Basbar 10/14/87 490, 10177(2)
Matkin, Joe] William (RES) P.0. Box 466, Tuolmne 11111587 490, 10177(b)
Mny, Mitcheli Loo (RREB) 1220 W. Kem 5t,, Tulare 11/23/87 101THg)(h)
Mayorga, Vil Rico (RES) 111 Decathlon, Sacramento 1117187 480, 10177(b)
Messins, Terri Jean (RES) 11412 Fwin Hills, Northridge 9/8/87 480, 10170}
Mationwide Horme Loans Inc. (REC) 23201 Mill Creek Rd. Laguna Hills 412487 1017HD
Nuncs, Paul Robert (RES) 1602 Melody Ln, San Joze 9/28/87 490, 117T70)DH
Olsen, Sharons Lea (RES) P.0. Bax 779, Hanford 10/6/87 1087HDG)
Orduno, Dani¢l (REB) 1401 Marck Dz, Monizbelle 972287 10176, 10177(d) G}
Parry, Richard Keith (RES) 2855 Canenita Dz, Falibrook 9/15/87 450, 10177(b)
Poarson, Gury Dean (REB) 2069 W, Line, Bishop 11/18/87 10177(h)
Piecic, George (REB) 588 Lynnenie Cr.,, Visa 9/16£27 4990, 16177(b)
"Pollack, Mark Farrcll (REB) 6749 Tulion Av., Van Nuys 91787 2950(d)(o), 10148, 10177(d)
. Powet, Maro Eric (RES) 28852 Buendia, Mission Viejo 10/43/87 490, 10177(b)
Pater, Robert Ota (RES) PO, Box 8010, Eaguna Hills 41281 10177(8}
Reed, Warren William Jr, (RES) 841 Via Sierra Nevada, Rivemide 973487 10176(1), 10177(d)(g)
Releford, Lee Craig (RES) 3648 Karen Av,, Long Beach 9/23/87 490, 10477(b)
Rogess, John Albert (RES) 1958 Gumet Av., San Dicgo 9/16/87 16176
Schiunz, Inge Margarcto (RES) 1123 Larkweod, West Covina 9722787 490, 10177(b}
Smith, Douglas James {RES) 4816 Summentree Lo, #C, Bakersficld 1174137 490G, 10177(b)
Smith, Richard Lynn (RES) 4119 Andy St., Lakewood 10/14/87 490G, 10177(0)
Snowder, Michaet Henry (RES) 330 Idora Av., Valicjo 11/16/87 490, 10177()
Suglian, John Lee (RES) 4669 B, Alsmos, #126, Fresno 11/17/87 10176} (b} oK)
Thom, Richard David (RES) 10856 Mather Av., Sunland 10/14/87 490, 16177(b}
Tomooks, Gary Shigeru (RES) 218 §. Supcrior, Santa Maria 918787 490, 10177(b}
Tong, Bobby (RES) 8430 Nagle Av., Sun Valley 5123187 490, 10177(b)
Treadwell, John Reginald (RES} 2489 Burlingham, Simi Valley, 9/1/87 10085, 10130, 10177(g)
Tsw, Danicl C. (REB) 254 8. Hobart BL, #10, Los Angeles 92287 10177.5
Vienn, Marion Eurice (RES) 8453 12 5. Van Ness Av,, Inglewood 1171087 2731, 10430, 16176(),
10177¢d)
Wahlin, Dennis Wesley (RES) 7 Bareclooa Dr., Rancho Minge 93087 1017640, 10977 (4Mgd

NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Ables, Curtis Ry (REB) 120% West 6h St., Hanford 1417187 450, 10177(b)
(Right 10 BRES license afier 60 duys on terms and conditions)
Abogado, Angelina Flores (RES) 908 8. Golden West, Unit 3, Axcadia 11/3/87 490, 10177(b}
{Right to RRES licese on tevms and conditons)
Adking, Dasdene Marie (RES) 126 W. Ls Roy, Arcadia 10/13/87 490, 10177(0)
(Right to RREB license on terms and conditions)
Burckard, James P. (REB) 587 Ygnacio Valley Rd,, Walnit Crezk 1047137 101766 (3), 1017%(H)
(Right to RRES Leense on terms and condiions)
Collantes, Francisco Alberto (REB) 2806 24th St., San Francisco 10/1/87 2731, 10145, LOL77(3)
(Right to RRES license on terms and conditions)
Cottenr, Dwight Neil (REB) 2581 Springs Rd,, Yallejo 1172337 10177

(Right 1o RREB licenss on 1erms and conditions})

Advertising, continued from page 1

Under the Subdivided Lands Act, a criminal
penalty may be imposed on any person who
authorizes or uses false or misleading advertis-
ing pertaining 10 a subdivision offering, A
remedy frequently used by DRE is the issvance
of a desist and refrain order prohibiting the con-
tinzed use of what is alleged to be false and
misleading advertising, or the immediate cessa-
tion of sales, or both {see related article on page
5} This injunction-type power has been ex-
tended by statute to persons violating the provi-
sions of Business and Professions Code Sec-
tions 17537, 17537.1 and 17539.1 in adventising
orpromoting the sale of subdivision interests,

These statutes deat with the restrictions on
advertising of prizes, gifis or.contests as part of
an advertising plan or program. Although
prizes, gifis or contests have been most often
used in the offering of timeshares, campground
offerings and the sale of such products as solar
encrgy devices, the statutes apply generally to
any advertising plan or program.

Among other restrictions, these statutes
provide that it is unlawful to notify any person
by any means, as a part of an advertising plan or
program, that he or she has won a prize or wil
receive a gift and that as a condition of receiving
such a prize or gift, he or she must pay any
money or purchase or rent any goods or services.
This “includes handling and shipping under
specified conditions. A fine (ot to exceed
$2,500) or up to 6 months imprisonment, or
both, is the prescribed penalty for viclating this
prohibition.

In addition, when the advertising plan
offers any prize, gift, or money, or other item of
value as a sales inducement to visit a focation,
altend a sales presentation or contact an agent,
certain disclosures must be made in the adver-
tisement clearly disclosing among other items,
the following:

(1) The name and street address of the
owner of the property or the provider of the
services which are the subject of the visit, sales
presentation, orcontact with a sales agent.

(2) A general description of the business
of the owner or provider, and the purpose of any
requested visit, sales presentation, or contact
with sales agent.

{3} A statement of the odds, in Arabic
numerals, of receiving each item offered.

4) Al restrictions, qualifications, and
other conditions which must be satisfied before
the recipient is entitled to receive the item,
inclnding any deadline by which the recipient
must visit the location, atiend the sales presen-
tation, or contact the sales agent in order to
receive an item and the approximate duration of
any visit and sales presentation. Any other
conditions, such as minimum age qualification,

" afinancial qualification, or a requirement that if

the recipient is tnarried both husband and wife
maust be present in order to receive the item. Any
financial qualifications shall be stated with a
specificity sufficient to enable the recipient to
reasonably determine his or her eligibility.

(5) Astatement that the owner or provider
reserves the right 1o provide a maincheck, or a
substitute or like item.

continued on page 4, Disciplinary Action

continued on page 5, Advertising
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DRE Monitors
Continuing
Education
Offerings

by Willicrn R. Groome, Real Estafe
License Excaniner I

ave you cver attended a continu-
ing education course that was con-
ducted unprofessionally? Did you
wonder why the DRE would allow
this sponsor to continue to offer the course?

If you have had this experience then
you will be glad to learn that Real Estate
Commissioner James A. Edmonds, Jr. has
initiated a program to monitor continuing
education offerings for compliance with Real
Esiate Law Regulations,

Approximately forty offerings have
been monitored statewide since January
1987. DRE employees are attending courses
and paying particniar attention to the follow-
ing types of potential irregularities:

» Lack of proper attendance conirols to
ensure that attendees who receive certificates
actually attended 90% of the credited hours.

+ Radical digressions from the approved
content of the offering; for example, a “sales
pitch” for goods or services.

+ Questionable test administration pro-
cedures during the final examination for the
offering. . ‘

Many of the offerings monitored have
had these most frequently observed prob-
lems:

(1) Failure to properly verify attendee
identification; and

(2) Failure to properly administer the
closed book final examination.

Some other problems detected have
been shortening the approved instruction
time, observed cheating during the final
examination and extensive “sales pitches”
during approved instruction time.

The normal action taken by the DRE is
to write a letter to the sponsor of the course
offering citing the problem and requesting a
response to the Department regarding what
actions will be taken to prevent any recur-
rence of the problem. In some instances the
“problem” is routed to the appropriate DRE
district office for further investigation,

The DRE may decertify an offering if
the sponsor does not correct a problem,
Therefore, sponsors are usually quick to
correct any problems identified with their
offerings. '

It appears now that most sponsors are
aware of the DRE continuing education moni-
toring effort and fewer problems are being
observed. If you attend a Department of Real
Estate-approved offering that was conducted
improperly, please explain what you ob-
served in writing and send it to: Continaing
Education Monitoring Coordinator, Depart-
ment of Real Estate, P.O.Box 187000, Sacra-
mento, CA 95818-7000, |

Disciplins Action, continued from page 3

es Revoke
NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Etessam, Ureula T. (REB) 150 W. Edith Av., #38, Los Altos 9L T 490, 10177()(D)
(Right to RRES liccnse on terms and conditions)
Gratam, James Orin (REBYREO) 2201 Boynton Av., Faisficld 9722187 2731, 2830, 2831, 2831.1,
(Righn to RRES license on terms and conditions} 10145, 10176{a)(3), 101 77{d}
Gregory, Raymond Jay (REO) 16162 Beach BL #1060, Huntington Beach 1072187 1617700
(Right to RRES license on terms and conditions)
Henricksen, Frededck M. (REB) 2990 Clay 8¢, #2, Sen Prancisco 1144187 2731, 2831, 10145, 10159.5,
(Right to RRES license on terms and conditions} 10176(e), 16177(d¥(h)
Keams, William Ranald (RES) 1470 Ofd Rench Rd., Placerville 10722187 10176(2)
(Right o RREB license on temms and conditions)
Lantay, Gregory (RES) 108 172 Bast 7th St., Hanford 972187 1@130. 10Y77d)(E)
(Right to RREB license on temms and conditions)
Lee, Carlyn (RES) 970 8, Kingeley Dr., #106, Los Angsles 9887 490, 10177(b)
(Right to RRES license on texms and conditions) _
Lewis, Jeffrey Walker (REB) 108 McFadden PL, Newport Beach 978787 28311, 2832.1, 2834, 10130,
(Right 10 RREB ticense on tesms and conditions) 10137, 10177¢d)
Lockwood, William George (REB) 22736 Vanowen St., #300, Canoga Pack ’ 9725187 490, 10177(6)
Right to RRES license afier 60 days on 1enms and conditions)
Muy, Dana Laurence (REB) 1958 Gamet Av., San Dicgo 971687 2831, 2832.1, 10145, 10148,
(Right to RREB Heense after 30 days on terms and conditions) 017U
Palacio, J. Victor (RES} 7833 Gretna Av,, Whittier 10/6/87 490, 10177a)()
(Right to RREB license after 60 days on terms and conditions)
Pasqus, Thomas Petor (RES) 1843 Hamilion, Simi Yalley 91087 490, 10177(b)
Right to RRES licese on wems and conditions) .
Ray Gregory Ine (REC) 16162 Beach BL#100, Huntingtos Beach [Weakir) 2731, 2832.1, 10145,
Right to RRES license on terms and conditions) 10177(d)
Reza, Sai C. (RES) 1214 Deech Hill Av,, Hacienda Heights 1£/3/87 10145, 10476¢i), 101772y
(Right to RRES license on'terms and conditions)
Ruiz, Albert Almersz (RES) 2211 Canterbury Ln,, La Habra 1171387 2830, 2831, 2831.1, 2§32,
(Right to RREB license on terms and conditions) 2832.1, 10145,
10177(d)¥g)(h)
Sclvage, Loit Yapo (RES) 2330 San. Ramon Bl, San Ramon 11/30/87 103 76(a)(i)
(Right to RRES lcense afier 30 days on terms and conditions)
Serpa, Adam (RREB) 1998 N. Douty St., Hanford 9/2/87 2725, 2834, 10145,
Off - Ray Gregory Inc 10177d)(h)
(Right to RREC license on terms and conditions)
Smith, Kyie C. (REB)(REO) 6369 Szn Como X, Camarillo 10/20/87 2832.1, 10145, 10177(a}
(Right to RREB license o terms and conditions)
“Tapia, Policarpo Rolande (REB) 2978 Mission St., San Frncisco 7410187 490, 10177(b)
(Right 10 RRES license after 30 days on terms and conditions)
Van Blaricom, W, {RES) 1493 Yry Ln., Hayward 11/2/87 490, 1017700MD
(Right to RRES license on terms and conditions)
Vighi, Claudio (REB) 420 Glezin 1., Vallejo 10/22/87 176}
(Right 10 RREB license on teams and conditions)
‘Wemner, Rita Jeanne (RES) P.0. Box 66223, Los Angeles 9/1/87 490, 10177(b)

(Right to RRES license on terms and conditons)
(RRES lcense suspended 90 days)

NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Anderson, Clande Pierce (REB) 756 8. Genevieve L., San Jose 11725087 2715, 10162, 0177(d)
{Stayed on condition} (30 days)
Bryen, Don G, (REBYREOQ) 14282 Shadybrook Dr,, Tustin 99187 2731, 2830, 10177{k)
{Stayed for 2 yeazs on g and conditions) : (180 days)
Coolidge, Carol Kny (RES) 2560 Cerdsbad B, Carlsbad 1171387 10177(f)
{Staycd on condition) (30 days)
Goodiad, Lisa Annc REB)REO) 1023 N, Brand Bl,, Glendale 1011787 10177¢h)
{S1ayed on condition) {30 days)
Goodled, Nancy Lon (RES) 1023 N, Brand Bl,, Glendale 1011187 10137
{Staycd for I year on tenms and conditions) (30 days)
Hanna, Magdy (REB)(RTO) 4000 MacArthur B, 5w, 680, Newport Beach  11/12/87 2725, 10171h)
Off - Vists Mongage Corporation
(Stayed for | year on werms and conditions) (30 days)
Hariman, Larry Lee (REB)REQ) 451 W, Lincoln Av., Ste. 200, Anaheim 10/6/37 10237.3, 102383, 10177(d)
(Stayed for | year on terms and condilions) {30 days)

continued on page 5, Disciplinary Acfion
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Disciplincory Action, continued from page 4

NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Taarez, Alfrede Morales (REB) 523 Highland Av., Nawonal City 16/8/87 2831, 2831.1,2832.1,
(Stayed on condition) (30 days) 10145, 10177(d}
Newport Pacific Funding Corp (REC)4000 MecAnbur BL,Ste. 680, Newport Beach  11/12/87 2830, 10137, 10177(d)
(Suyed on condition) (30 days)
Pra Mortgage Service Inc. (REC) 23555 Golden Springs, Dismond Bar 10/27/87 10130, $0137, 10177(d)
Off - Newpon Pacific Funding Corp.
{Permanently Stayed on cendition) (30 days)
Serztr, Tack Campbeli (REB) 2840 College Av., Berkeley 11/30/87 10177(d), 16240
{Pexranemty stayed on condition} (30 days}
Smith, Boby Warren (REBY(REO} 21319 Tambo Pi,, Diamond Bar 1021187 10137, 10177 ()
{All but 10 days slayed for 1 year on texms and condilions) (30 days)
Vista Morigage Corporation (REC) 451 W, Lincoln Aw., Ste. 200, Anaheim 10/5/87 16237.3, 10238.3, 101 77(<}
{May bo stayed after 30 days on condition) (anti$ 4/14/90)
Walter, Bexnard David (REB) 1965 Market St., San Francisco Y/LI8Y 10145, 10177(d}
{Suaycd for 1 year on terms and conditions) (30 days)

ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS

Distelrath, James Henry (RES) 4276 Independence 51, Chine 9/23/87 490, 10177(b}

{10 days)
Nornan, Harold (RES) 4120 National Av., Burbank 10/8/87 16176(c}(i), 1017%d)

{30 days)
Wilis, Don Wylie (RES) 1590 N, Batavis, Orange 63187 2830, 2832, 10145, 10176(),

{90 dayz) 101 7Hd)(g)

NAME ADDRESS EFFECTIVE VICLATION REAL
DATE ESTATE LAW
REGULATIONS
Young, Jack M. (RES) 1803 Virginia Rd., San Marino 9187 495, 10137

NAME ADDRESS EFFECTIVE
DATE
Bishep, Azt (REB) 11149 8. Crenshaw Bl., Inglewood 18/13/87
Boutin, Reland {RES) 150 West Edith, #1, Los Altos 14/3/87
Bridges, Douglas Ray (REB) 4240 Citrus Cir., Yorba Linda 9/3/87
Craven, Michacl Don (RES) 8112 Lc Mans, Stockion L1487
Drelphi Investment Corporation {(REC} 2640 Cordova Lu. Ste., 120, Rencho Cordova 10/1/87
Emslie, Norma G. (REB) P.C. Box 2697, La Hebra 13/24/87
Guerrero, Edward R. (RES) 3092 Mission St., Apt. #205, San Francisco 11/17/87
Horizans West {REC) 1647 N, Califomia B)., Ste, 201, Walnm Creck 11724187
Kiser, Darrell Lec (RES) 7510 Cermitos Av., Stanton 10/6/87
Marlowe, Monroe (RES) 6410 Van Nuys B, Vin Nuys 1071/87
McCormick, Cyril Roland (RES) P.O. Box 3200, Laguna Hills 10/1/87
Myas, Paul Eimo RES) 1141 W. Barstow, Fresno 973187
Schippert, Billic Richard (RES) 2640 Cordova Ln. Ste., 120, Rancho Cordova 10/1/87
Scianns, Marion Peer REB) 442B Olive Hwy, Orovillc 10/1787
Willard Leon Grimes (REQ) 2212 Markes §1,, San Francisco 11124487

The Desist and
Refrain Order ~-

Subdivision Sales
by Raymond L. Royce
Chief, Subdivision Cperations

$ ouwr readers well know, new sub-
divisions cannot lawfully be offered for
sale or lease until the subdivider has
obtained a subdivision public report
rom the Depariment of Real Estate. The public
report is a disclosure document and one of its
purposes is 1o prevent fraud and mistepresenta-
tion in the offering of subdivided land, A copy of
the public report must be given 10 prospective
purchasers prior 0 accepling purchase money
deposits or entering into a contract to purchase. A
receipt must be taken for the public report, on a
prescribed form, from the prospective purchaser.

When the public report no longer reflects
the true facts, after it has been issued, or when the
marketing of the subdivision does not conform to
law in some respect, the DRE may issue and serve
the subdivider with an order to desist and refrain
stopping further sales until an amended public
report is obtained or untl the problem is corrected.

There arc many specific reasons for the
issnance of the desist and refrain order, a few of
which are listed here:

1. False or misleading advertising.

2. Failure of the subdivider to complete
common area facilities in cormmon interest sub-
divisions.

3. Failure of the subdivider to pay monthty
homeowner assessments on unsold lots or units in
common interest subdivisions.

4, Failwe to impound purchase money
deposits.

3. Use of purchase and sales agreements
and escrow instructions other than those fited with

: the DRE to obtain the public report.

6. Failure 1o organize and constitute a
homeowners association in accord with Articles
of Incorporation, By-Laws and Covenants, Con-
ditions and Restrictions after the public report has
been issued.

7. Changing the terms of the sales offering
after the public report has been issued, without
notifying the DRE,

It must be obvious to our readers that the
desist and refrain order is a very effective means
of correcting unlawful activity in the offering of
subdivisions. We would suggest that when in
doubt, you check it out with the DRE,

Advertising, continued from page 3

Also, it is unlawful for any person to offer
any item when such person knows or has reason
to know that the advertised item will not be
available in a sufficient quantity based upon the
reasonably anticipated response to the offer.

Stringent requirements also apply to the
operation of contests, especially in the need to
make a myriad of specific disclosures.

Subdividers, and their marketing agents,
should thoroughly review these Business and
Professions Code statutes, if they plan to offer
gifts, prizes or contests as sales inducements in
their advertisements.
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Homeowners Associations —

Misunderstood R\ &R o)1 Subdiyision

by Martin F. Dingmom
Assistemit Commissioner,
Subdivisions

s early as the Sixth Century B.C., con-

dominiums were a common form of

real property ownership in major

Roman cities. Ancient history was
repeated when the condominuim concept was
reintroduced in the U.S, following enactment of
the National Housing Act of 1961. The act
provided federal mortgage insurance for this
“new” form of home ownership and proved to be
the impetus for condominium development in
this country.

California legislators responded by enact-
ing condominium statutes in 1963 and again in
1965 when the terms “sabdivided lands” and
“subdivision” were expanded to include al then
existing types of common interest subdivisions.

The vehicle that came into being to provide
management of the comumon interest concerns of
the condominium is known as the homeowners
association., Homeowners associations are often
misunderstood, not only by association members,
but also, in many instances, by officers and
elected directors.

The Real Estate Commissioner requires
that an associafion of owners bz formed to assure
the continual management, operation and mainte-
nance of the project. Itis created and organized
by the developer at the onset of ihe project as part
of the Public Report process. Membership is
mandatory for all who buy into the project.

Most common interest subdivision owners
associations are organized as nonprofit mutual
benefit corporations under the Nonprofit Mutual
Benefit Corporation Law (Corporations Code
Sections 7710 —~ 8910). Some commertators
describe owners associations as businesses
operated exclusively for the benefit of the resi-
dents; but, perhaps the most commonty accepted
comparison is that such organizations are the
equivalent of mini-governments,

When a large condominium management
firm collapsed a few years ago it came as a great
shock to many Southern California-based own-
ers assoctations that no state agency had regula-
tory control over the operations of such manage-
ment firms,. A rashed legislative attempt 10 1e-
quire condominium management firms to be li-
censed as real estate brokers barely failed passage
in the Legislature. :

The 1985 legislative year, however, re-
sulted in the passage of Assembly Bill 314
{Chapter 8§74), the Davis-Stirling Common Inter-
est Development Act. “This bill and companion
legislation consolidates much of the law on
common interest subdivisions and relocates it in
the Civil Code (Sections 1350 - 1372). For the
first time, there is a stattory mandate (o create an
association to govem every common inierest

project. Such associations may be incorporated or
unincorporated.

AB 314 also expands the powers of owners
associations in such areas as: remedies for delin-
quent assessments; amending the CC&Rs; expi-
ration of liens; and suing for damages to common
elements.

DRE has had many written requests in past
years requesting its involvement in a myriad of
issues pertaining to owners associaticns. We
have received lettters from association members
who are unhappy with one or more actions of the
boards of directors of their particular projects.
Complainants are also unhappy with our typical
factual reply — “DRE has no continging role over
the operations of owners associations once a
prejectis sold out.”

Even during the sales period, the only indi-
rect involvemeni of DRE pertains to proposed
changes to the goveming instruments, Under
Business and Professions Code Section 11018,7,
there can be no valid material change in the
govemning documents of a common interest sub-
division without the prior written consent of the
Real Estate Commissioner. This is true whether
a change is proposed by the developer, the asso-
ciation, an individual owner, or a group of own-
ers, Ordinarily, this requirement is in force as
Iong as the subdivider or the subdivider's succes-
sor in interest holds or directly conirols one-
fourth of the votes that could effect the change.

In order to give notice 1o prospective pur-
chasers of the nature of common interest develop-
ments and the roles of owners associations, DRE
has included a general information statement
with each public report for a common interest
development issued in the past 11 years. The
theme of this statement (see “Common Interest
Development General Infonnation” on this page)
is that the success of a common interest subdivi-
sion project is directly related to the willingness
of its members o actively participate in the affairs
of the owners association, Members should
appreciate and participate in the governance of
what is the substantial equivalent of a smalt
community.

AB 314 added a provision (Business and
Professions Code Section 11018.1(c)) which now
mandates that the owner, subdivider or agent give
the prospective purchaser a copy of the statement
along with the public report.

Real estate licensees engaged in the resale
of condominium units and parcels or units of
other common interest developmenis should
consider using the Common Interest Develop-
ment General Information statement as a guide in
responding to related general questions from
prospective purchasers. |

Common Interest
Development
General
Information

(Under provisions of AB 314, this
staterment must be provided,
calong with the public report, to all
prospective buyers of common interest
subdivision property)

continued on page 7, Informction
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Amended and Renewed Public Reports

by Geoff McLlennan, Subdivisions North Section, Sacrcomento

rokers should understand when a subdi-

vision public report may no longer be

valid and when to recommend to the

selling subdivider that an amendment
be filed with the Depantment of Real Estate, It is
very common for the Department 10 receive in-
quiries from real estate brokers and salespeople
about whether a public report is still valid given
certain changes in the subdivision offering or
project.

Suppose one of your salespeople advises
you that the developer has decided to: add a spa
or tennis court 0 the common area; change the
recorded restrictions; change the diameter of
some lots; or that a special assessment district has
been created.

Should you, as the responsible broker,
continue sales unintermpted? Should you write a
letter to the Department of Real Estate Subdivi-
sion Office nearest you? Should you tell the sub-
divider to contact an attormey?

In order to assist subdividers and to provide
consumers with essential information about a
project, the Depariment offers the following in-
formation:

An amendment o a public zeport is re-
quired when a material change occurs, Commis-

sioner’s Regulation 2800(a-0) defines a material
change to include, among other things, a change
in the common facilities (such as tennis courts or
a spa), revisions to the recorded restrictions, dis-
covery of latent hazards (such as toxic materials
or geologic conditions), addition or retocation of
easements upen unsold lpts, substantial home-
owner assessment delinquencies, or a change in
utilities (such as gas, scwage or electricity). This
list is not inclusive and other changes may also
constituie a “material change™ and thus necessi-
tate an amended public report.

Occasionally, the Deparument will deter-
mine that a change is immaterial or does not
require an amended public report. When there is
doubt, a broker is well advised to contact either
one of the Department’s Subdivision Offices in
wriling or by telephone to determine if an amend-
ment 1o a public reportisrequired.

In Southern Califorsia, contact:

Department of Real Estate, Subdivisions South,
107 South Broadway, Room 7111, Los Angeles,
CA 90012, (213)620-2700

In Northern California, contact:

Depanment of Real Estate, Subdivisions North,
2201 Broadway, P.O. Box 187003, Sacramento,
CA 95818-7005, (916) 739-3631, |

When a Real Estate Broker License is Required of a General
Partner of a Parinership

nti} the late 1960s, the Depariment of
Real Estate issued broker lcenses 1o
partnerships.  However, partnership
real estate broker licenses were abol-
ished in 1967. Since then, the Depariment has not
issued broker licenses to either general or limited
partnerships. Is there any circumstance, then,
when a broker license may be required of a

by George Sublette, Attomey in Cheage, Los Angeles Legal Section

sation or in expectation of compensation.

A peneral partner of a partnership is re-
quired to have a real estate broker license if the
general pariner performs, on behalf of the part-
nership, any of the acts described in Subsections
(a} through (¢} of Section 10131, unless an ex-
emption from the license requirements exists.

Section 10133 of the Business and Profes-

compensation?”

In vinally every general or limited part-
nership agreement, there are provisions for the
regular or periodic distribution of the profits of
the padnership assets and on disselution or termi-
nation of the partnership, This is compensation
which a general partner is entiled 10 by virtue of
the partnership agreement for the performance of

general partner in a parnership en-
gaged in real estate transactions?
Section 10137.1 of the Business
and Professions Code was added to the
Real Estate Law when partnership li-
censes were abolished. For purposes
of the Real Estate Licensing Law, gen-

“Nothing confained in this division shall preciude «a
parinership from performing acts for which o real

estate broker license is required,

provided every pariner through whom the partnership

50 acts is « licensed real estate broker.”

all hig dutics and services on behaif of,
and his other contributions 10, the part-
nership.  The general pariner’s right o
the described compensation is not con-
tingent wpon, and the amount of such
compensation is not calculated with ref-
crence (o, particular transactions or acls.

eral and limited partnerships are
ireated alike.

The section provides:

“Nothing contained in this division shall
preclude a partnership from performing acts for
which a real estate broker license is required,
provided every pariner through whom the pari-
nership so acts is a licensed real estate broker.”

Section 10137.1 does not mean that all
pariners of a partnership necessarily must be
licensed as real estate brokers, It does mean thai
every partner who, on behalf of a partnership,
performs acts for which a real estate license is
required, must be licensed as a real estate broker,

Section 10131 of the Business and Profes-
sions Code, in Subsections (a} through (e}, de-
scribes acts that require a real estate broker k-
cense if the described acts are performed for
another or others and arc performed for compen-

sions Code sets forth a number of exemptions and
provides that the acts described in Section 10131,
Subsections (a) through (), are not acts for which
a real estate license is required if they are per-
formed by cerain persons and under certain
circumstances,  Specifically, Section 10133(a)
provides, in part, that the acts described in Section
10131, Subsections (a) through (¢), do rot require
a real estate license if performed by a general
partner of a partnership with respect to real prop-
crly owned or leased by the partnership or in
connection with the proposed purchase or leasing
of real propenty by the parinership if the acts are
not performed by the patner in expectation of
“special compensation.” The key, therefore, is
whether the described acts are performed by the
gencral partner in expectation of “special com-
pensation.” But, what is the meaning of “special

This is not “spectal compensation”
within the meaning of Section 10133(a), If thisis
the only compensation expected by the general
panner, then a real estate broker license is not re-
quired,

However, if the general panner performs
any of the acts set forth in Section 10131, Subsec-
tions (a) through (¢}, in expectation of compensa-
tion which is actually a commission or bonus
which is directly related to and contingent on the
general partner’s successful performance of any
of the described acts in relation o specific trans-
actions on behalf of the general partnership, then
the general partner isrequired to have a real estate
broker ticense. The general partner is performing
the acts in expectation of “special compensation”™
within the meaning of Section 10133(a), and the
exemption from licensing requirements is not
applicable, |
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Common Interest Developments — Furnishing Controllmg
Documents and a Financial Statement

here are two real property disclosures

pertaining to the transfer of ownership

in common interest. developments

which appear to require much the same

thing, Although the disclosures are
similar in requirements, they differ as to the
parties obliged to deliver the disclosure docu-
ments to the prospective buyer or lessee.

Civil Code Section 1368 requires that the
owner of a dwelling unit or other separate interest
in a common interest development such as a
condominium, planned unit development, stock
cooperative or a timeshare must, as soon as pos-
sible before the transfer of title or before entering
into a real property sales contract, provide the
prospective purchaser with the following:

= a copy of the governing documents of
the development;

« if there is a restriction in the governing
documents limiting occupancy of the unit on the
basis of age in a different manner than that pre-
scribed by law (specifically Civil Code Section
51.3), then the owner must provide a statement

Spring Real Estate Educator’s Conferences

alifornia Community Colleges Real Es-

tate Educators’ Conferences will be

held at Northermn and Southern Califor-

nia locations this spring for the benefit

of full time and part-time real estate instructors
throughout the state.

A northern California conference will be

held Friday, April 29, at the Westin Hotel in

that the age restriction is only enforceable to the
extent permitted by faw and specify the appli-
cable provisions of the law;

+ acopy of the most recent financial state-
ment of the homeowners' association, prepared
and distributed according to the faw;

+ awritten statement from the association
as to the amount of any unpaid assessment owed
by the present owner of the dwelling unit as of the
date of the statement. The statement must also
include any late charges, interest, and costs of
collection as of the date of the statement which are
or may become liens against the property.

Anowner who willfully violates this law is
subject 1o actual damages caused by the failure to
deliver the required documents and must also pay
a civil penalty of not to exceed five hundred
dollars ($500). In any court action to enforce
liability, the party winning the action will be
awarded reasonable attorney fees.

Business and Professions Code Section
11018.6 imposes similar disclosure requirements
on subdividers and their agents. It requires that

any person offering to sell or lease iots or units in
a common interest development which requires a
public report prior to the offering, must also make
available and deliver to the prospective purchaser
or lessee before the transfer of the property the
following:

+ the governing documents for the asso-
ciation;

+ any other instrument whlch defines the
common, mutual, reciprocat rights and responsi-
biities of the owner;

+ the current financial statement;

* astatement from the governing board of
the association regarding any outstanding delin-
quent assessments and related charges levied by
the association against the subdivision in ques-
tion.

Real cstate lcensees, whel.her engaged in
the initial sale of units or lots in common interest
developments, or in the resale of such subdivision
interests for individual owners, should thor-
oughly familiarize themselves with these two
stagutes, H

by George Badrey, Director, Recd Estate Education Center

Millbrae. A southern California conference is
scheduled Friday, May 6, at the Westin-South
Coast Plaza in Costa Mesa.

The conference theme is “How You Can Be
Better in Your Classroom.” Registration is open
to all real estate instructors, both public and
private, in the state. Advance registration is
required, and there is a conference fee for instruc-

tors who are not affiliated with a community
coliege.

For additional information, contact -the
California Community Colleges Real Estate
Education Center, Yosemile Community College
District, P.O. Box 4065, Modesto, CA 95352,
telephone (209) 575 6465, ]
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