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Salesperson
Automatic .
Suspension

by Thomas R. Hensley, Manager in Chearge,
Llcensing Operations, Sacramento

On Marca 29, 1984 Governor DEUXMETAN
signed into law Scnate Bill 1042 (Lockyer),
whichbecame effective on January 1, 1986. This
bill brought about major revigions in the educa-
tional prerequisite requirements which have tobe
satisfied to qualify to take either the real esiate
salesperson or broker license examination. This
statute also made changes in continuing educa-
tion requirements for the first renewal of the
license ol a satesperson who has been required to
complete qualifying courses to take the salesper-
son examination.

Implementation of the new breker course
requirements from 6 college-level courses to 8
fox admittance to the broker examination went
smoothly,

' Unfortunately, changes to the require-
ments to take the salesperson examination, and
the need to satisfy continuing education require-
ments for salespersons at their first-time license
rencwal still has some applicants/licensees con-
fused. The following summary will clarify the
current salesperson examination and licensing
renewal requirements.

1. To qualify to take an examination for a
real estate salesperson license on an after January
1, 1986, an applicant must have completed a 3-
semester-unit {or quarter-unit equivalent) col-
lege-level course in Real Estate Principles.

2. Those who must satisfy this new re-
quirement must also, either prior (0 issuance of
the original license or within eighteen months
after issuance, complete two additional 3-semes-
ter-unit college-level courses selected from
among the following:

Real Estate Practice

Real Estate Appraisal

Real Estate Financing

Real Estate Economics

Business Law

Property Management

Legal Aspects of Real Estate

Real Estate Office Administration

Accounting

Escrows

Transeripts for the two additional courses
should not be submitted until both have been
successfully completed,

3. On the first rencwal of a salesperson
license, those licensees who have met the above

Automafic Suspension, continued on page 4

Reaching DRE
by Mail

Non-Resident
Reciprocity Statute
Update

TuE sTATES OF WASHINGTON, FLORIDA, ALABAMA
and Alaska have been added to the list of states
that now allow license rights for California resi-
dents. Residents of Washington, Florida, Ala-
bama and Alaska are now eligible to renew exist-
ing California licenses or apply for new ones and
California residents have similar rights in Wash-
ington and Alaska. |

An Obstacle
Course You Should

| Avoid

by James A. Edmonds, Jr., Real Estate
- Commissioner

MANY LICENSERES HAVE UNKNOWINGLY CREATED A
delay with respect to the processing of their
renewal applications and their requests for
licensing information or approval of adverlising
and/or continuing education matters by
submitting their materials to the Department of
Real Estate utilizing the “Restricted Delivery”
service offered by the U.S. Postal system. In
many instances, the “Restricted Delivery” mail
has been personally addressed 10 the Real Estate
Commissioner, As a result, the Postmaster
refuses to deliver the mail without the personal
signatore of the Commissioner.

You should be aware that in order for the
Department of Real Estate to operate efficiently,
staff who specialize in handling the mail have
been designated to acceptdelivery on behalf of the
Department, but are not able to accept mail
officially restricted for delivery 1o specific
individuals.

The Depariment has assigned certain Post
Office Box numbers for its various operating
seclions in order to assistin sorting and expediting
the handling of your inquiries. Thus, the licensee
who utlizes the “Restricted Delivery” process
usually delays the delivery of their letters,
Licensees may wish to consider this when
corresponding with the Department of Real
Estate. [ |

Video Tapes
Available

THE DEPARTMENT OF REAL ESTATE ANNOUNCES TWO
new Educational videotapes available from the
Department’s Book Orders Section:

“Compliance with Real Estate Transfer
Disclosure Law” is a 32-minute program de-
signed to provide general information concerning
the real estate licensee’s inspection law and a
number of material real estate transfer disclosures
required in real estate transactions,

“Agency Disclosures in Residential Real
Estate Transactions” is a 22-minute program that
provides general information regarding the mate-
rial agency disclosures in real estate transactions
required by State law.

Each title is available for $25 per tape.
Please use the publication order form that appears
on page 7 of this Bulletin, -
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DiscipLinary AcCTION
December 1987 to February 1988

REB — Real estate broker RREB - Restricted real estate broker

RES -~ Real estate salesperson RRES - Restricted real estate salesperson,
PRLS— Prepaid rental listing service RPRLS —~ Resiricted prepaid rental listing service
REQO —~ Real estate officer REC - Real estate corporation

Note:  Alistof actions is notpublished in this Bullefinuntil the 30-day period allowed for court appeal has expired,
or if an appeal is taken on the disciplinary action stayed, il the stay is dissolved. Names of persons to
whom licenses are denied on application. are not published.

For YouRr INFORMATION

The following are brief summaries of the numerical code sections listed after each 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 Law book. The Real Estate
Lawbock isavailable for purchase from the Depariment of Real Estate for $12.50 plus tax.

Busiress and Professions Codes 7T ;:iunducl. that would have warranted denial of a
Cense

450 relationship of conviction to Hoensed activity 10172(gd ali or incomy as i

495 public reprovat 10177(n) failwe to supervise salespersons

10085 failure to submit advance fee matedals 10177(3) fraud or dishonest dezling nex in licensed

10130 acting without license capacity

10137 urlawful paynent of compensation 10237.3 acting as rea} propeny securitics dealer without

10145 trust fund handling cndorsement

10148 retention and aveilability of real estate broker 10238.3 failure $o obtain real propeny soousilies permit
records 10240 failure to give mortgage loan disclosure

10:59.5 fictitions name statment

10:60 broker p and & inspection of 1024109) failure to give montgage loan disclosure
liowse statement

10162 office abandonment

10167.9(a)(3) failure toinclude required temms in OPRLS Regulations
contract

£0167.9(c) use of unapproved contract 2715 brokey’s failure 16 maintain current address with

10167.10(a)(2) non-refund of PRLS fee DRE

$0167.10b) Failure tovefund deposis or portion thereof 2125 failure of broker 10 review and initial

$0167.11(n) referval of unavailable or non-caistent rental agreements
propenty 2731 horized vse of fictitious busiress name

10167.11(b) false, misleading or deceptive advertising or 2830 failure to maintain trust fund account
description of a rental property 2831 inndequate tust fund records

10167.12 violation or crime by PRLS licensce 2831.1 inadequato trust fund records .

10176(2) making any substantial miscoprescnation 2832 failure to comply with specific provisions for

10176(0) making {aise promise handling trust funds

10176{e) couse of misreprestatations through 28321 broker’s failure to obtain permission to disburse
salespersens trust funds from an account involving muliiple

10176{8) cormmingling wast funds beneficiarics

10176(g) secret profit or undisclosed compensation 2834 trust account withdzawals by unauthorized

10176{1) fraud or dishonest dealing in licensed capacity person

1617%a) procuring a real estate liconse by misrepresenta-  2950(d} failure of broker handling escrows to maintain
tion or materiat false statement records

1017Hb) conviction 9(‘ crime 2950(e) failure by broker 1o mainiain and make cscrow

10177c) felse advenisement tecords available for inspection

10177y violation of real estatc law or regulations

NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW

REGULATIONS

Bayley, Joseph Anthony (REB) 792 Meridian Way, Ste C, Sun Jose 128787 10148, 10177(d)

Benson, Gerlyn Levelle (RES) 130064 3. Wilton P1, Gardena 12/29/87 490, 1017%(by

Brandstetter, Zachary (REB) 26040 Newbridge, Los Altos 1%/30/87 10176(=)(1), O TI()

Catdlano, Richard Anthony (RES) 375 Capitol Av, San Frencisco 1/13/88 490, E0177(bXE)

Crawford, William Beverly (RED)(REQ) 4925 Whitseit Av, #118, N. Hollywood 2/25/88 10L77¢R)

Crittenden, Bruce Talley (REB} 31243 B. Outer Hwy 10, Redlands 213188 450, 10:77(b)

Dan i Paola & Associawes Corp (REC) 1500F St, Modesto 1/26/38 2830, 2831, 2831.1, 2832, 2834,

2840, 2970, 10045, 1008S,
10146, 10176{2)(}(c),
10177{c)(d)(h), 10240, 10241

Eden, Dwane Ray {RES) 2556 Ribier Wy, Ranchio Cordova 1/45/88 490, 1017700}
fivergreen Diversified Services (RECY480 North st St, Ste 118, San Jose 124887 10148, L0177(d)
Ganim, Michzel Phiilip (RES) 193¢ College Av, Weed 32788 450, 10§77(b)
Hariis, Daniel Monis Ir. (RES) 811 N. Eucatypus Av, #114, Inglewood 1/26/88 450, 10:77(b)
Hodgins, Yohn Howard (RES) cfo Mefford Realty, 5777 Madison Av, )

S1c 480, Sacramente 1728788 490, 10177(b}
Jaclara, Schneider, Miiler & 1100 Glendon Av, Ste. 1132, Los Angeles 128587 2731, 2831,

Clark Propentycorp (RREC) 2831.1, 2832.1, 101485, 10148,
18177 (k)

Kao, George Shyang {(RRES) 436 8. Pormelo Av, #13, Monterey Pak 1126788 430, 10177(b) (k)
Kessinges, David Edgar (REB) 3240 Pachappa, Riverside 1202H87 490, 10177{)

CA 958187000,

continued on page 3. Disclplinary Action
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NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE BSTATE LAW
REGULATIONS
Kracmer, Larry M (REB)(REO) 7419 Tiera Wy, Fair Oaks 2/10/88 10177.5
Lannin, Wayne Clinton (RES) 1777 Tisk Ct, Thousand Oaks 12/22/87 490, 10177(b)
Lawrence, John Edward (REB) 2271 E, Palmdale B}, #A2, Patmdale 114/88 490, 10177(b)
Lipsky, Ronald Lester (RRED)(RREO) 1100 Glendon Av, $tc. 1132, Los Angeles | 2/8/87 2731, 10177 (k)
Off - Juclara, Schntider, Miller & Clark Propertycorp
Longmire, Duane Bverewt (REB)REQ) 25505 Mahon Av, Escalon 1726188 2830, 2831, 2831.1, 2832,
Off - Dan Di Pacla & Associates Corp 2834, 2840, 2079, 10045,
L0085, 10146, 10176(a)(i)(e),
10377 (h)(d), 10240, 10241
Malthews, Robert Nathaniel Jr. (RES) 255 Salsbury Dr, Santa Clara 12731187 450, 10177(b}
McCarthy, John Edwazd (RES) 8975 Lawrence Welk Dr, #199, Escondido 129787 450, 10177(b)
McDougall, $heila Ann (RES) 2282 Santa Anisa, Norco 1/2788 490, 10177{b)
Mitcheli, Virginia R, (RES) P.O.Box 2926, Gardena 122787 490, 10177(b)
Mospan, Charles Thomas (RES) 21157 Hawthome B, Torrance 1288 10176(by), 10177(j)
Nall, Jimmie Douglas (RES) 2444 Moorpark Av, #300, San Jose 1/12/88 490, 10177(b)(f}
Pererson, Carol Ann (RES) 204 1/2 Sun Benancio Cyn. Rd, Salines 12£31/87 490, 101 77(h)
Peicrson, Holman Valdemar (REB) 1652 W. Texas, Fairficld 12/2/87 490, 10177(by
Rajcevich, Ivan Joscph (REB) 440 San Matco Av, San Bruno 125/87 490,.:017(BX0
Reed, Jeory (REB) 671 Newcastle Rd, Newcastle 2/25/88 450, 101 77(0}
Suavedrz, Florante Verget (REB) 1590 Gilbreth Rd, Burlingame 128187 2715, 10145, 10162, 10165,
10176¢a){i), 1037HANE)
Sanassarian, Shahen (RES) 389 Ensign Ln, Redwood City 1271187 101725
Schinzinger, David Markley (RES) 2200 Laurelwood Rd, Santa Clara 12/31/87 490, 10077(b)(D
Schwartz, Elaine Rose (RES) 280 8. Bovedy D, #505, Bevedy Hitls 10/1/87 10176{a)(i}
Scymour, Robert Murray (REB) 107 Hidden Cove Cir, Sacramento 1/12/88 490, 11 77(by
Sherrard, Joyoe Luclta (REB) 17915 Venura B1, #200, Bncino 2/3/88 490, 10177(by
Suickey & Stuckey Inc. (REC) 5020 Fray Av, Richmond 5E87 2831, 2831.1, 2832.1, 14145,
Dba - Stackey Financial Services 10176¢e), 10177(d) (g}
Stuckey, Henry Lee (REB)(REO) 5020 Fray Av, Richmond 13187 2831, 2831.1, 2832.1, 10145,
Off - Smckey & Stuckey Inc. 10176(e), LOLTT(d)g)
Weiner, Manin (REB) P.O. Box 691, Northridge 1226/88 490, 10177(b}
Williams, Hubert (RES) Box 12711, Fresno 2122488 490, 10177(b)
Wilson, Goldic Adaline (REB) 7955 Morro Rd, Atascadero £/20/8% 10176(a)(i), £0177()

i

EFFECTIVE

; NAME ADDRESS VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Adams, Kristina (RES) P.0.Box 658, Valley Center 12029487 490, 10177(b)
(Right to RRES licensc on terms and conditions)
Baker, Johnnic Lewis (RI3) 6400 Long Beach BL, Long Beach 12/22/87 2830, 2831, 2831.1, 2832,
(Right to RRES license on terms and conditions) 10145, 10177(d)
Chakmakjisn, Sylvia Mary (REB) 1885 8. Winchester BL, Campbelt 2/1/83 2785(a}(9), 10177(d)
(Right to RRES license after 30 days on terms and conditions}
Christopherson, Hary Oliver (REB} 185 E. Hillorest Dr, Ste L, Thousand Oaks 2123/88 490, 10177(by
(Right to RREB license on terms and conditions}
Coe, Connic Mayme (RES) P.OBox 242, Cardiff by the Sca 1209787 490, 10177(b}
(Right to RRES licenes on terms and conditions)
Estrada, John Anthony (REB) 3500 Mowry Av, Ste A, Fremont 12/8/87 10145, 1017(d)
(Right to RRES license on teems and conditions)
Farber, Marilyn Lee (RES) 240 M. Hermosa Py, Paim Springs 2/25/88 490, 10177k}
(Right to RRES licease on tenms and conditions)
Gascia, George Marice (RES) 15426 Leibacher Av, Norwalk 12/15/87 490, 10177y
(Right to RRES license on torms end conditions)
Gold Medallion Realty Inc (REC) 298 8, Sunayvale Av, Ste 105, Sunnyvale 12787 LOL76(a)(i), L0177(f)
{Right 10 RREC licease on tezwns and conditions)
Hamilton, Aubroy J. (RES) 1740 W. San Bruno, Yresne 1227188 10145, 10176{a)(i),
(Right to RRES Heonse on terms and conditions) 16177(d)(e)
Harrs, Ruby P. (REB) 3001 W. Flowence, Los Angeles 1/5/88 2830, 2832, 2832.1, 10145,
(Right to RRES license aficy 30 days on terms and conditions} 10176(c), 101 77(d)
Eampkin, George Dewey (REB) 2756 Abom Rd, San Josc 2/3/88 490, 10172(b)6)
(Right to RRER license on terms and conditions)
Laveless, Denise Jill (REB) 18022 Cowan 51, Ste 203, Irvine 1200787 490, 10177(b)
(Right to RREB license on terms and contions)
Macedo, Vicior Adolfo (RES) P.0.Box 803, Downey 12/8/87 490, 10177(a)}b)

(Right to RRES licensc on terms and conditions)

continued on page 4, Disclplinary Action

Threshold Broker
Annual Composite
Reports

by Larry Smith, Manager.,
Morigage Loan Activities

THERE ARE SOME SPECIAL PROVISIONS IN THE REAL
Estate Law that may affect certain real estate
brokers who engage in the negotiation of loans

‘or sale of promissory notes or the collection of

payments. These special provisions are con-
tained in Article 6 commencing with Section
10230 of the Business and Professions Code.

Much of this particular portion of the law
isfor the protection of the private lender inaloan
transaction or the private purchaser (investor) of
anexisting note and trust deed when the transac-
tion is handled by a real estate broker.

Details of the protections for the lender/
purchaser have been the subject of previous
Bulletin articles. The focus of this article is on
the reports that must be submitted by 4 broker
who is subject to the provisions of the law,
Generally abroker is considered to have met the
“threshold” of business activity if twenty or
more loans aggregating $2 million or more have
been negotiated overa twelve-month period, A
rebutlable presumption i created that a broker
will meet the threshold if, in any three months,
five or more loans are negotiated aggregating
$500,000 or in any six months ten or more loans
arcnegotiated aggregating $1 million. A broker
alsomeets the “threshold” of business activity if
collections of payments arc made on loans for
others totalfing $500,000 or more in any twelve
months, The law specifies that loans or sales
negotiated by a broker or for which a broker
collects payments shall not be counted in deter-
mining whether the “threshold” is met if the
lender or purchaser is FNMA, FHMIL.C,
GNMA, abank, savings and loan, credit union,
insurance company, efc,

The reports submitted by “threshold” bro-
kers to the Department consist of business activ-
ity and trust fund account activity, if trust funds
were handled by the broker. The business activ-
ity report includes such information as the total
number and dollar amount of loans negotiated,
amount of Tale charges assessed, prepayment
penalties, commissions charged, and other loan
costs and charges. The trust fund account report
includes the receipt and disposition of funds of
others used in the origination or purchase of
loans and/or as collected as payments on behalf
of others. Thesereports are examined by the De-

 partment and are compiled annually to produce

acomposite report of both business and trust ac-
count activity of atl brokers who meet the
“threshold” level of business, ‘The individual
reports submitted by brokers are exempt from
public disclosure. Only the Annual Composite
Reports are available for review.

The composite report for calendar year
1987 will be available in August 1988 for public
inspection at any Department of Real Estate of-
fice or a copy may be obtained by mail, Send a
stamped self addressed envelope to Depariment
of Real Estate, Mortgage Loan Section, P.O.
Box 187000, Sacramento, CA 95818-7000 and
ask for “Threshold Broker Composite Report
1987.” [ |
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Aut lic Suspension
uloma e nued from page 1

requirements will not be required to complete
continuing education courses except for a mini-
mum 3 clock-hour coursein “Ethics, Professional
Conduct and Legal Aspects of Real Estate” and a
minimum 3 clock-hour conrse in “Agency Rela-
tionships and Duties in a Real Estate Brokerage
Practice.”

4. Salespersons who qualify o take the
examination by completing only the Real Estate

As a reminder,
approximately four
months prior fo the date
of suspension, the
Department sends a

“Nofice of Possible
License Suspension”
letter o conditional

salesperson licensees.

Principles course will have their licenses auto-
matically snspended, effective eighteen months
after issuance of the conditional license, unless
the two additional courses have been completed
within that time. The suspension will not be lifted
until the licensee has submitted the rexquired evi-
dence of remaining course completion and the
Commissioner has given writien notice to the
licensee of the lifting of the suspension. Asa
reminder, approximately 4 months prior 1o the
date of suspension, the Department sends a
“Notice of Possible License Suspension™ letter to
conditional salesperson licensees.

5. The fee for a real estate salesperson
license is $120 for those applicants who have
satisfied all of the educational requirements
(three courses) prior to issuance of the license.
"The fee for those who have not satisficd all of the
educational requirements prior to issuance of the
license is $145.

During the last six months of 1985, the
Departmentreceived 160,000 applications for the
salesperson examination. Due to the large num-
ber of applications received prior to the effective
date of Senate Bill 1042, we continued to test
these applicants through the end of April 1986.
Since examinations are scheduled on a first come,
first served basis, those applicants who qualified
with a college-fevel course in Reat Estate Prin-
ciples did not begin taking the examination until
the latter part of April 1986. Some of these
individuals received their licenses in Jone 1986
and became subject 10 the automatic suspension
process in December 1987,

Initially, due to the small number of
applicants involved, the process seemed to be
operating smoothly. As the number of
conditional licenses increased, problemsbegan to
surface. Some of the problems include submittal
of:

Disciplinary Action, continued from page 3

VIOLATION REAL

298 8. Surnyvale Av, Ste 105, Susnyvale 1277187
(Right to RREB licenso on terms and conditions) .

NAME ADDRESS EFFECTIVE
DATE ESTATE LAW
REGULATIONS
Marziane, John Carl (REB) 540 Clayton Av, Bt Cerrito 2124188 10130, 10137, 10145,
(Right to RRES Jictmse on torms and conditions) 16177¢d)
(RRES license to be suspended for 120 days)
Mullen, Michael H. (REB) 2979 Loma Visa Rd, Ventura 921187 2832.1, 2950(v), 10145,
{Right to RREB license on texms and conditions) 10176(3), 10177{q)
{RREB license may be suspended for 30 days) ’

Olson, Jerrol Edward (RES) 4112 Via Lado, Torrance 12015687 . 2185(a), 2832, 10145,
{Right to RRES license on terms and conditions) 10176(a) (i), 10177¢d)(g)
Saylor, Jerry Milton (RER) 14408 W, Shaw, Fresno 12/14/87 2830, 2970, 10085, 10145,

(Right to RREB license afier 24 days on terms and conditions) 19146, 10176{a){e)(,
. 10LT7((E0)
Toomey, Bemard Carver (REB) 1470 Roscorans St, San Diego 12/8/87 . 2831, 28321, 10145, 10148,
(Right to RREB lictnse on tesms and conditions) ©1017%dy
Tran, Alex (REB)(REQ) 10176¢a)(i), 10177(f)

NAME ADDRESS EFFECTIVE VIOLATION REAL
DATE ESTATE LAW
REGULATIONS
Cabrem, Henry {REB) 592 Guearero St, San Franicseo 121887 2715, 10162, 10165,
(May be stayed after 30 days on condision) (antil £/21/89) 1M 77(d)
Chntean Capitl Corp. (REC) 20501 Ventura BY, #345, Woodiand Hills prikfid 2831, 28314, 2832.1, 2834,
(Stayed on condition) {30 days) £0145, 10176(e), 10177(d),
23
Douglas, Gary Michael (REB)RED) 20503 Ventara Bl, #345, Woodland Hllls 2/17/88 10L77(h)
Off - Chatean Capital Corp. (30 days)
(Stayed on condition)
Hory, Fredesick Anthory (REB)REO) 2602 Santa Monica Bl, Santa Monica 30087 2731, LOLGT 2G(Te),
{Permancntly stayed on condition) (30 days) 16167.10(b), 10167.12¢a)(1),
10177{d)
Grundy, Gordon William (REB) 341 Bayside Dr, Newport Beach 1726188 2830, 2831, 2831.1, 10177(d)
(P y stayed on condition) (30 days)
Pacific/Atiantic Financial Corporation2602 Santa Monica 131, Santa Monica 30487 2731, 10167 963D,
(Permancetly stayed on condition) {30 days) 10167.10(b3, $0167.12{a)(1),
10177(3)
Polissirini, Andrew Jr, (REB) 34207 Const Hwy, Ste 100, Dana Point 12/16/87 10773
(May be stayed on condition) (30 days)
Rabey, Dennis Amold (REB) 16265 Main 51, Stc 600, Lower Lake 12730/87 10176(a), 10177(g)
(Altbut 5 days stayed for 1 year on terms and conditions) (20 days)
Robey, Lawseace Grant (REB) 14106A Olympic Dr, Clearlake 12/30/87 10176{a), 10177(g)
(Allbut 10 days stayed for 1 year on terms and conditions) {30 days)

1. Continning education courses instead of
two 3-semester-unit college-level statutory
conrses;

2. Forly-five hours of continuing education
courses and one 3-semester-unit college
level course;

3. Acrequest for extension of time (which we

do not have the authority to grant);

Only one 3-semester-unit college-level

course;

A degree without the {ranscripts;

Two 3-semester-unit college-level conrses

and the certificates for the Agency and

Ethics courses (the Agency and FEthics

il I

certificates should be retained so that the

continued on page &, Discipiinary Action

licensee will be able 10 complete the
Continuing Education Course Verification
form at rencwal time);

7. Two 3-semester-unit college-level courses
after the date of suspension has passed.
This error resulls in an automatic
suspension, whichisnot lified until the n
license certificate is issued.

It would be appreciated if brokers, as well
as private and public school instractors, would
advise prospective and newly licensed salesper-
sons of the above stated requirements so that they
can comply without suffering the consequences
of the automatic suspension program, o
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Liability of an Accommodating Grantor

by Gerald M. Condon; Concdon, Condon & Festa. Santa Monlca. CA.
feprinted from CEA News, January 1988, with permission of the author

Agreeing to Cooperate in an Exchange

Seller’s apartment building is in escrow. Buyer
has agreed “to cooperate in an exchange.” Seller
now requests the Buyer to act as an accommodat-
ing grantor. Seller wants Buyer to purchase the
replacement property and exchange it for the
Seller's property.

‘The Bayer refuses. Buyer does not want to
signa Grant Deed 1o a property he does not own,
Seller reminds Buyer of Buyer's agreement “(o
‘cooperate in an exchange.,” Buyer replies by
stating that he did agree 10 cooperate in an ex-
change but he did not agree to sign a Grant Deed
toaproperty he didnot own., Is the Buyer correct?

The Buyer is probably correct. The typical
statement “Buyer agrees to cooperate in an ex-
change” is most likely nnenforceable. Whatdoes
it mean? It is vague, ambiguous and does not
specificatly state what the buyer is to do. What
the Seller intended] the Buyer to do is:

1. To accept a substituted Seller; or

2. Act as an accommodating grantor in a
multi-party exchange,

It is doubiful a court would enforce this
ambiguous provision because it does not specifi-
cally and clearly state what the Buyer is to do. |
recommend this provision not be used. In its
place, the Seller should clearly and precisely
define what it meant by “the Buyer wilicooperate
in an exchange.”

Licbility of the Accommadating Grantor

The escrow was structured as a mulli-party ex-
change. One party has acted as an accommodat-
ing grantor, The escrow is now closed. The
grantee of the property discovers structural de-
fects and code violations.

Who does the Grantee sue? Most likely
everybody, This includes the true owner and the
accommodating grantor.

The accommodating grantor is shocked.
The accommodating grantor has received an
indemnification agreement. It matters not. This
18 not protection against a lawsuit, An indemni-
fication agreement agrees to reimburse the ac-
commodating grantor for costs of the lawsuit,
attorney’s fees, judgments and other liabilities
butdoes not keep the accommodating grantor out
of the lawsuit. If the accommodating grantor is
sued, hefshe must pay hisfher own monies for
attorney's cosis and may ultimately be subject to
a judgment. Then and only then can the accom-
modating grantor seek enforcement of the indem-
nification agreement.

. 'Thig s hardly the protection the accommo-
dating grantor was looking for. At this point, the
accommodating grantor may be alone, The origi-
nal owner of the property may be in bankrupicy,

insolvent or cannot be located. Therefore, not- |

withstanding the indemnification agreement

Disclplinary Action, continued from page 4

ADDRESS
DATE ESTATE LAW
REGULATICNS

CRI Brokerage Corp (REC) 1037 Bast §outh $t, Long Beach 1/5/88 2715, 2731, 2830, 2831,

{60 deys) 2831.1, 2834, 10177(6)
Goldberg, Gary Tay (REB} 2330 Westwood D, #206, Los Angeles 9/1/87 10177()

{i80 daysy -
Jorgensen, Jemrie Marie (RES) 1$472 South 8t, Cerritos 2/10/88 10i72.5

(30 days)

ADDRESS

grantor may be the
! 44, il.
able” 10 satsly 4 |  BUYEr agrees
judgment, fo cooperate in
Indemnification an eXChange"
8! . "
and Waiver andl Is most likely
e ont unenforceable.
The accommodat Wha’ does it
3] - .
ing grantor should mean? Itis
receive an indem- vague,
et | mbguous
owner” and a Ond does nOf
Waiver and Re- specifically
lease Agrecment
from the Grantes, | STCE u.rhar the
Both the indemni- | bUyeris fo do.
fication agreement

and Waiver and
Release Agree-
ment are complex documents and should be
drafted with precise concem to the particular
underlying business facts. They are not agree-
ments that are susceptible to standard form,

Making the Accommodating Grantor
Aware of the Potential for Liability.

Acting as an accommodating grantor is not a
casual responsibility, Because it is franght with
poteatial liabilitics one should participate as an
accommodating grantor with due consideration
for caution and concemn.

Oftentimes the potentiality for liability is
not made clear 1o the accommodating grantor,
The responsibility for disclosure and waming
certainly rests with the real esiate licensee, Es-
¢row may also have a duty to advise in circum-
stances where escrow hasled the parties or a party
to the escrow to rely on escrow for advice; or
where escrow on its own initiative has structured
the mulli-paty exchange.

The duty of a broker is to warn the party of
potential dangers. The licenses who fails to
advise the accommodaling granor to seek legal
counsel andfor to point out the areas of danger
might well be in breach of their brokerage respon-
sibility,

Involvement in a lawsuit is not limited o

EFFECTIVE actions brought by the grantee. A lawsuit brought
DATE by the transferee of the Grantee could involve the
accommodating grantor,

Alfinito, Alfred (REB) 2441 Moorpark Av, San Fose 12287 This article is a simplistic overview of the
At Bishop Realty Inc (REC) 11149 8. Crenshaw BY, Tnglewood 1272/87 ramifications of one acting as an “accommodat-
Bishop, Art (REB) 11149 8. Crenshaw BY, Inglowood 127287 ing grantor.” s purpose is to alert parties 1o an
Benslie, Norma G, (RIE) 460 Encanads, L4 Hubra Heights kbl exchange to understand the realities of acting as
vty N o i i secommoliin gt ad nvisaning
McCormack, Cyrl Roland (RES)  P-OHox 3200, Lagura Hill 12831/87 an indemmnification/waiver agreement may still
Old Towas Mortgage & Brokerage (REC) 23167 Lake Centes Dy, #221, EL Toro 24158 be in jeopardy, _ .
Portuondo, Refacl (REB) P.0.Box 1641, South Miemi, IL, 217788 Neither the indemnification nor waiver
Rodiiguez, Joel (RES) £.0.Box 9603, Brea 19730/87 agreement will provide absolute freedom from
Slade, Robin G. (REB) P.OBox 1797, Oakland 212488 Iitigation. Absolute certainty is achieved by not
Waldschmidt, Ronald Glenn (REB) 675 N. First St, Ste 1108, San Jose 2/16/8 acting as an accommodating grantor. n

Wm Greer & Company (REC} 1337 Howe Av, Ste 210, Sacramento 1/22/88
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Monthly Reconciliation of
Trust Account Records Now Mandatory

by Paul Markey, Audif Supervisor, San Franclsco Audit Section

REAL EYTATE BROKERS WHO RECEIVE TRUST
funds that are to be deposited into and

Reconciliation Report

disbursed from a trust fund bank account Bank Account Name;
must now reconcile their trust funds rec- Bank Account Number:
ords at least once a month, -
Real Estate Commissioner’s Regu- Date of Reconciliation:
lation 2831.2, a new regulation which be- Balances per Separate Beneficiary Records:
came effective April 1988, provides that: Principal (01 property) A .ovsevsiomssesines $ xx
“The balance of all separate benefi- Principal (or property) B ccvvevereeeiveneseennnas Xx
. ciary or fransaction records maintained Principal (or property) C .....coueeseescnererns XX
pursuant to the provisions of Section Principal (or property) D .....veveeesvsssssessssesees xx

2831.1 must be reconciled with the

record of all trust funds received and EiC. s scsececrnenarerstarans

disbursed required by Section 2831, at ELC. it ssrsssssssinsssssaens :
least once a month, except in those EC. wovvrenonamnirsserannns . XX
months when the bank account did not . .

have any activities. A record of the rec- Total of Separate Beneficiary Records .......cvwne XX
onciliation must be maintained, and it Balance per Record of

must iden{]fy the bark account name All 'Trust Funds Received ......coevsrcemnesinssesnssecsres XX
and number, the date of the reconcili- Difference

ation, the account rumber or name of (if any, must be fully explained)......ccoureerencerrons $xx

the principals or heneficiaries or trans-

date. If the two figures do not agree, the
cause of the difference should be located
and the records adjusted. Differences conld
be caused by incorrect calculation of bal-
ances, incorrectposting, or failure torecord
a transaction in one or both records.

If there is more than one trust fund
bank account, a separate set of trust fund
records and reconciliation report must be
maintained for each account.

Trust Account Reconciliation

An example of a reconciliation for-
mat that could be used appears as figure 1.

Computerized accounting systems
normally have features to reconcile the
subsidiary records with the summary ac-
count, referred to as control account. In
these cases the computer report listing the
individual subsidiary records balances and
their total will be an acceptable reconcili-
ation report if the total agrees with the
balance on the control account,Every real

actions, and the trust fund liabilities of
the broker to each ‘of the principals,
beneficiaries or transactions,”

The tworecords that must be reconciled are
the “Record of Al Trust Funds Received and
Disbursed —Trost Fund Bank Account” (required
by Regulation2831), and the “Separate Benefici-
ary Records” that are retained for each benefici-
ary or transaction (required by Regulation
2831.1). As mentioned in Regulations 2831 and
2831.1, these two records can be in columnar
form or can consist of records, whether main-

Jigare 1
tained manually or under an automated data proc-
essing system, which are in accordance with
generally accepted accounting principles. Ex-
amples of non columnar records are cash receipts
journal, cash disbursements journal, general
ledger, and subsidiary ledgers.

The required reconciliation comsists of
comparing the balance shown on the “Record of
All Trust Funds Received and Disbursed — Trust
Fund Bank Account” (or similar record) as of a
particular date with the total of the balances on the
“Separale Beneficiary Records” as of the same

Antideficiency Statutes Do Not Preclude

an Action for Fraud

by Robert Amold, Managing Deputy Commissioner, Southem Regulatory Area

A CaLroRNTA APPELLATE COURTRRECENTLY RULED
that the California Antideficiency statutes (Civil
Code of Procedure Section 580a, 580b, 5804,
725a, 726} do not preclude actions for frand. The
court stated that a suit for fraud was not an attempt
torecover onadebtoranote. The courtnoted that
the pelicies of the antideficiency statutes are not
frustrated by permitting creditors 10 recover per-
sonal judgments against borrowers who fraudu-
lenily induce creditors to loan money,

The facts of the case are that a lender loaned
aborrower $108,000 for the purchase of a single-
family residence, based on the representation that
he would make a$21,000 cash down payment and
retain ownership of the property. In fact, he made
no down payment and prompily transferred the
property to another individual. The lender later
sold the note on the secondary market to the
Federal Home Loan Mortgage Corporation
(FEHLMC). When the borrower defaulied,
FHLMC conducted a trustee's sale at which it

acquired the property by making a full credit bid.
FHLMC then demanded that the lender purchase
the property, which the lender did. The lender
then sold the property on the open market for a
loss of $50,000. The lender then sued the bor-
rower for damages.

The lender altcged thatit, not FHLMC, was
damaged when it was required o repurchase the
property and seil it on the open market. The
lender alleged a conspizacy to defraud among the
buyer, seller, iransferce, broker and escrow
company, and argued that its suit was not an
attempt to recover a deficiency judgment,

The Appeilate Court concurred noting the
manifest frand involved, in the Ioan transaction
but cautioned Ienders against assuming that all
deficiency judgment protection may be circum-
venied simply by alleging fraud based on any
form of overstatement or exaggeration by the
borrower.

Source:  Guild Mortgage Co. v. Heller
(1987) 193 CA 34 1505, 239 CR 59. [

estate office must regularly reconicile their
records and retain the reconciliation reports for
three years. Afternotice, these reports, like other
trust account records, shall be made available for
examination and inspection by the Commissioner
or his designated representative during regular
business hours and shall, upon the appearance of
sufficient cavse, be subject o audit without fue-
ther notice.

Acreal estate office can ensure the accuracy
of balances reflected on the records by complying
with the requirement to reconcile trust accounts
regutarly,

Withholding Laws
Amended

from Carole Foster, Community Services,
Franchise Tax Board
A BUYER OR TRANSFEREE WHO ACQUIRES CALIFORNTA
real property interests from a foreign person,
fiduciary, partnership or corporation is required,
under Revenue and Taxation Code Scctions
188059(a)(2} and 26131(a)(2) to withhold and
transmit tax to the Franchise Tax Board equal 1o
one-third of the amount withheld under Section
1445 of the Internal Revenue Code.

The buyer or iransferee must file Form 597,
Withholding Tax Return for Dispositions by
Foreign Persons of California Real Property In-
terests, and remit the tax withheld to the Franchise
Tax Board within 20 days after the date of trans-
fer. A copy of the Form 8288, the U.S. Withhold-
ing Tax Return for Dispositions by Foreign Per-
sons of U.S. Real Property Interests, must be
attached to Form 597,

Form 597 can be obtained by writing to:

‘Tax Forms Request Unit
P.O. Box 942840
Sacramento, CA 94240-0070 |
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Notes from Licensing

IF YOU OBTAINED A REAL ESTAITT SALESPERSON LI-
cense within the last two years, you are a part of
the first “generation” of individuals to be affected
by the provisions of Senate Bill 1042,

In order to take the salesperson examina-
tion, you had to submit evidence of completion of
a college-level course in Real Estate Principles,
Prior 10 enactiment of SB 1042, there were no
education requirements (0 obtain a salesperson
license in California.

The new law also made it mandatory for
license applicants to submit evidence of two
additional three semester unit college-level
courses in related arcas of real estate within
eighteen months of license issuance, While some
applicants have submitted evidence of the two

by Lawrence J. Cannon, Managing Depuly Commissioner fi, Licensing

cation or before obtaining their original license,
the majority of the applicants have waited 1o
submit evidence of the courses until sometime
after their “conditional license” has been issued.

A licensee who has not submitted evidence
of the two additional courses will receive a re-
minder waming letter approximately four months

prior to the eighteen-month deadline. The letter

will advise the licensee that if proper evidence of
the two additional courses is not received, his or
her license will be automatically suspended. An
average of 1,000 warning letters have been
mailed out on a monthly basis since the first
eighicen- month deadline approached in Novem-
ber 1987,

Licensces should bear in mind that if their

tivities cannot be conducted from the date of
suspension until the proper course information is
submitted and a new license certificate is issued,

In order to help us process additional
course iranscripts more efficiently, we encourage
salesperson licensees to utilize RE Form 221 -
Statutory Course Transcript Submittal; this form
is available at any of our Distdct Offices. Alter-
natively, the course transcripts should be submit-
ted with a copy of the license certificate or a brief
note indicating the licensee's name and current
address, the license identification number, and a
brief statement giving the reason the course tran-
scripls are being submitted.

Followmg these steps should eliminate any
delay in having your new unconditional license

additional courses with their examination appii- | license is automatically suspended, license ac- | certificate issued, ]
IlIIIIIIlIlllllt‘lllt|IIIlllillillIII_IIIIllllllllllli‘lllllllllll!l|||IIIII|II!|I
:CALIFORNIA T Name
'1"-
ATE T
.OE@L EST Shipping Address
City State Zip Code
NRE
Use Only
1 { 1987 Reference Book
©  Make check or moncy N
order payable to: 2 | 1987 Real Estate Law Book (1968 Supplement included free of charge)
" DEPARTMENT OF REAL EsTaTg 3| 1988 Supplement to Real Estate Law (Brochure)
o MaiL o 4 | Instructions to License Applicants - (Brochure)
Department of Real Lstate 6 | Disclosures in Real Estate Transactions - (1987) (Brochure)
Book Orde
P‘o(;)‘ B 0; 12357006 7 | AHomeowner's Guide to Foreclosure in California - {1987) (Brochure)
Sacramento, CA 11 | Consumer Protection and Licensee Liability Protection - (1987) (Report)

95818-7006

12 | Deregulation of Financial Institutions - {987) (Repozt)

* Do Not Senp Casu

17 | Future of Califernia Housing Resale Market - (1986) (Report)

Licensee Interaction with Respect to Marketing REOs (1987) (Report)

* KFOR FASTER RESPONSE: 18
PLBASE INCLUDB A SBLR-
ADDRESSED MALLING LABEL OF 19

Common Interest Homeowners' Associations Management Study - (/987) (Report)

NOT LBSS THAN 1"X3" IN stzn
BOR BACH TTEM ORDERED,

20 | Payment and Interest Rate Shock - (1987) (Report)

21 | Job Analysis and Testing Procedures Study - (/987) (Report)

* DRF, Canvor AccEpT 33
ReyugNs orR Makk ReFunps,

Real Estate Licensee’s Role in the Marketing of
Housing to the Elderly - (1986) (Report)

¢ Prices ARk SuskecT

23 | Real Estate §
Licenses and/or Educational Requirements - (1987) (Report)

talization - Need for Special

10 CHANGE. 24

Reasons for Today"s Foreclosures - (1986) (Report)

¢ AvLiow 4-6 wrkis

25 | Rental Housing Data Base - (1986) (Report)

FOR DELIVERY, 26

Restructuring of the Real Estate Brokerage Indusiry - (1986) (Report)

27 | Review of California’s Continuing Education Program —
including testing requirements -

1987) (Report)

238 | Supervision of the Real Estate Office - (1987) (Video)

29 | Trust Funds - (J987) {Video)

32 | Compliance with the Real Estate Transfer Disclosure Law - (1988) {Video)

33 | Agency Disclosures in Residential Real Estate Transactions - {1938) (Video)

Any order not including California State Sales Tax

will be returned unfilled

Subtotal

+ California Tax
TOTAL ENCLOSED | §
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DRE Bulletin Index for 1987

This index contains an alphabetical listing of titles of articles that have appeared in the DRE Bulletin since the Spring 1987 issue.
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1987 DRE Legislative SUMIMATY v mwmsmrsssrsissrssesee Winter 1987, « §
1987 Edition Reference Book Published ........ucveccrvemsesimemmisnenssns Summer 1987, 7
1987 NARELLO Education Award for DRE Videos veovorvovrssrvrens Winter 1987, 7
Amended and Renewed Public Reports ....vecmssimimses e seeeess Spring 1988, 7

Arthur Godi Appointed Chairman of Revamped Continuing Education

Advisory COMULIEE .orvmmersssserseermmsrsrossssesns Spring 1987, «4
Calif, Continuing Education Requirements Extended Indefinitely —

Research Study Completed v rimmmsimssmnsrsimsrmsssims s Winter 1987, « 5
California Franchise Tax Board.. . Spring 1987, 5
Clarification of “Certified Appraisal Report” Stattte ..vmessicennens Winter 1987, + 8

Commissioner Appoinis New Advisory Commission Members ......Spring 1987, +
Corumissioner Edmonds Honored by Lambda Alpha International . Winter 1987, « 7
Commeon Interest Developments — Furnishing Controlling

Documents and Financial STEMENt ..ooeurerrcrrveneresnrvnssmsmssesssenmenens Spring 1988, 8
Corporate Officer Licensing Exemption Change....... .. Fall 1987, ¢ 6
Don't Ignore License Expiration Dates oovoennssssienn. Summer 1987, « 6
DRE Communication Link — A Current Mailing Address. o Winter 1987, « 3
DRE Enforcement Policy Spring 1988, « 1
DRE Licensing System Goes “On-Line" ...uusvraasssisseesrsres Spring 1987, 1
DRE Monitors Continuing Education Offerings -.....uwu.n - Spring 1988, + 4
Educational Videos Released by DRE......orvocencrmnsssommrsansisimssienes Summer 1987,+7
“Fair Market Value™ Defined for Financial Instifutions vwewsers..s Fall 1987, 8
Fingerprint Pee Reduction. .o Fall 1987, + 1
Homeowners Associations — Misunderstood Vehicles for

Subdivision GOVEITLATICE suuusrisseeees eversrerarssnsossiasssasssssesessoreeeeesreeonss Spring 1988, + 5
How to Adverlise Consumer CIEBIL v serssrsssseserresrssessssrssenss Spring 1987,+ 6
Key Promotions at DRE ..o nscsnmsanasssisssasssssns Summer 1987, -7

page #
—ermema

Looking for 2 Specialist w..mumsscsimcerrrmrmssmsssissn: Fall 1987, « ¢
Mandatory Salesperson Course Completion Requirements. .. Fall 1987, +5
Mobilehome Park Conversions to Resident Ownership ,...vueseuinn. Fall 1987, .7
Mortgage Loan Adverlising Review Moved to :

Sacramento OFfICe ......vreremeremrmrimmsmiese s Spring 1987, + 4
Mortgage Loan Brokers — Special Requirements ..Fall 1987, « 3
NARELLO Digest Published ....oonccvnsnsmmsssssssmsseatsnsmneeees Spring 1987,+ 8
New Continuing Education “Agency” Course Requirement ....Spring 1987, « §
“Nothing Down" Industry Diminishes v.o..vmeircemeercsmserserns Summer 1987, + 1
Proper ID Required to Take '

Continuing Education Examinations
Real Estate Educators Conferences
Real Estate Transfer Disclosure Statement:

Summerl1987, + 6
....Fall 1987, + 8

Debunking the Myths ... cnsesemssonsenmsisesmsmassssseonses Summer 1987, + !
Recovery Account Analysis Completed e mmmicssssreens Spring 1987, 3
Responsibilities of Continuing Edacation Atiendees ........u.... Summer 1987, 6
Social Security Number Requirements .o ceeen e smseenssnne Summer 1987, .5
Spring Real Bstate Educator's CONferente .. ..uummmsrsmssmnsssces Spring 1988, 8
Steering to Escrow, Title and Home

Protection Companies Prohibited v..ueuamrsissmassiesmecemrermesssossess Fall 1987, « 6
Subdivision AAVETHSING ..iiecrmemsrmcssseresimssmssssmssstsssiereserssersens Spring 1988, « 1
Supervision of Salespersons — When is an “Independent Contractor™

Not an Independent CORIACIOT vamiiorremmsrrrmsssmrssssissesssissoses Winter 1987, 6
The Desist and Refrain Order — Subdivisions Sales ... Spring 1988, « 5
When a Real Estate Broker License is Required of a

General Pariner of a Parmership ...ocvvnevainine Spring 1988,. 7
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