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LOAN BROKERAGE LEGISLATION

During the closing hours of the 1961 legislative session, agreement was reached
on long-debated points of the comprehensive morrgage Joan legislation proposed

by Assemblyman Richard T

passed by the Assembly and the Senate.
¢ on ]unc 28,

Edmund G. Brown, becoming effective
(Chapter 886, Stats. 1961).

In general) cthe legislation: (1) lifes
most of the old mortgage loan broker-
age provisions from the Civil Code,
putting them in the Real Estace Law,
with certain changes and  additions,
and {2) establishes 2 new classifica-
tion for real cstate brokers engaged
in the sale of real property securities,
namely, “Real Property  Securities
Dealers.”

This article will be confined to a
discussion of the effcet of the new
legislation upon the broker engaging
in the negotiation of mortgage foans—
usuatly the handling of so-called hard
money transactions, Activities requir-
ing registration zs a “Real Property
Securities Dealer” are described in
the adjoining article so captioned.

Loan Brokerage Requivements Incor-
porated in B. & P, Code

Basically many of the provisions
regulating brokers engaged in nego-
dation of loans or sale or exchange of
trust deeds remain unchanged as they
are transferred from the Civil Code
to the Real Fsvate Law (Secs. 10000-

0602, B. & P.C.). The size of the loan
to which regulation applies is still the
same—up o $5,000 when secured by a
funior trust deed, up to $10,600 when
secured by a first orust deed. Stipu-
lated maximum commissions and other
charges made in connection with a
real estate loan transaction yemain the
same, as do the provisions regarding
aalloon payments.

Hanna in AB 1344 which, much-amended, was

The bill was signed by Governor
‘)(1, as urgency lcgls ation

I hc 1<,(1l estate broker negotiating
4 mortgage loan is stiil chuntd to
prepare a statement for the borrower.
However, the form to be used by the
broker has been changed in some par-
teulars. (Sce below “Revised Loan
Brokerage Regulations.”

Law Changes Affecting Loan
Brokevage Operations

® The official designation of *‘real
property loan broker” is done away
with, No longer 1s the real estate
broker who engages in the negotiation
of hard money loan transactions re-
quired to register as a real propercy
loan broker. Some 18,000 real estate
brokers were so registeved prior to
the change in the law. No action on
the part of these registrants is required
to drop the designation.

& No bond is required for the
handling of hard money transactions
under the changed law,

@ Specified are the ways money
can be handled. All funds received by
a broker in connection with a loan
transaction, which are not immedi-
ately given to his principal, must be
placed at once I a neutral escrow
depository or in a trust fund account
maintained by the broker in a bank
or other recognized depository, The
funds must be so maintained until
they have been disbursed in accord-
ance with instructions from the lender
or borrower. The broker must main-
tain a record of all moneys received

(Countinned Col, 3, Page 505)

Real Pmperiy
Securities Dealers

ERITOR'S NOTE: This ariicle is infended as «

supplement to the adioining article captioned

“Locn Brokeroge Legislaticn.”

Prevention of abuses and irreguiari-
ties in the bulk cruse deed market and
of misuse of subdivision financing de-
vices was the major objective of the
framers of AB 1344, which became
law on June 28, 1961, To this end the
new legislation provides, wichin the
framework of the Real Estate Law,
sccrions creating a new classification
of “Real Propercy Securities Dealer”
and regulating such dealers” activities.

Definition

A Real Property Securities Dealer
is defined as one who sells “real prop-
erty securities” to the public or ac-
cepts funds for continued reinvese-
ment in dgcds of trust.

In general, “real property securi-
ties” are defined as deeds of trust sold
under an investment contract where
the dealer guarantees the deed of truse
in any of several ways, or malkes ad-
vanees to or on behalf of the investor,
Also covered by the definition is the
sale of one of a series of “promotional
notes” or sales contracts,. A “promo-
tional note™ is defined as a note se-
cured by a truse deed on unimproved
real property or a note executed after
construction of an improvement on
the property, but before the firse sale,
or exccuted as a means of financing
the first purchase of property as so
mmproved, and which is subordinated
to another trust deed. An example of
the latter: A purchase money second
deed of trust on a house in a new
subdivision,

(Coutinned Col. I, Page 504)
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WE SALUTE OLD-TIMERS
To these still active brokers we
extend our gratitude for their many
years of service to their communities
and the ficld of real estate.

Walter N. Gabriel
316 15th Sireet
Oakland

R. W. Kittrelle

1710 Franklin Street

Qakland

Bruce F. Maiden

1404 Franklin Street,
Ste. 415

Oakland

W. D. McCiellan

Harry Grossman
142 Havenhurst Drive
los Angeles

Clarence Simpking
1291 Lincoln Way
Auburn

Ralph A. Knapp
102 Magnolia Avenue
Piedmont

Paui Williamson
510 G Street

Eureka 2334 D Street

M. C. Votaw La Yeme _

131 N. Washington Witbur Fiske Henning
Street 66 W. Santa Clara Street

Whittier San Jose

Disciplinary Actien—April, 1961, and May, 1961

NOTE: Any person whose license has been suspended or revoked,

or whose License application has been denied,

has the :‘ight to seck a court review, This must usually be dene within 30 days afcer the cflective dare of the

commissionar’s decision.

Therefore a list of actions is not published in this Bulletin unsil the period allowed for court appeal has ex-

pived; or, if an appeal is taken, until a final determination of the court 2ction.

licenses are denied upon application are not published.

Licenses Revoked During April,

1961, and

Names of persens to whom

May, 1961

Name

Address

Iiffective date

Chardes, Willred Frringlon........

Reai Property Loan Broker

Chase, Boyd__ S,

dba Bovd Chase
Real Estate Broker
Real Property Loan Broker

Renninger, Joseph Daleo o ooonn

Real listate Salesman

Sweet, John Leeo oo,
Real listate Broke

Neck, Merlin Pavl..onnooooun

Real Estate Broke

]
Busmu.s Om)munnly Broker

Poe, Idgar Allen.
Real Estate S

Soxman, J, Flovd.. J

Real Fitate Salesman
Wiltiasns, John Roberton.. .o
Real Estate Broker

Gussman, {eoree e eenecneoooaaan
Real Estate Salesman

Medda mus, Philip Newton_...... -
Real Estate Broker
Real Fstate Salesman
Rathjen, Kurte oo i oo
Real Fstate Satesnan
Waliden, Ruth Evelyn, ...
Real state Broker )
Guardian Trest Deed Corporation .
Roger R, Richardson, Vice-Pres-
ident
Real Bsiare Corporation
#eal Property Loan Broker
Jones, Mbert Heory, I
Real Esate Salesman

Jorgensen, Ralph Henry oL
Real Fstare Salesman

Koett, John Robert. oo oo
Renl Estate Salesman

Lerner, Berto ... -
Real Estate Broker

TProctor, Foster Carlo oo ovnnn oo
I

Real Fstate Salesman
Quistgard, Hunter Coo_oooon

Rea} Fstare Broker

Business Opporwunity Broker

Reat Property Broker

L5 lakeview Way,

. BN6 S S)II:EI m, 210, Los Angeles

10107 Central Ave., Los Angeles.
4226 Mission St., S Francisceo.

3784 Paradise Dr., Corte Madera

1638 W, Vernon Ave, Los An-

geles

225 W Winton Ave., Suite 106,
Hayward

Lakeshore

Village, Cleardake Tighlands

(_n.nnucv Place, los

\n;,ci( 5

124 K. Foothill Blvd., Arcadia. ..

302 ¥ Foathill Bhvd., San Dimax

4493 Alisston 81, San Francisco.

21836 Rashdall St Toranes. |

519 Harbison Ave., National City

]S?()l Moorpark St,, Blherman
aks
13031 Ventura Blvd., Studio Cliy

1264 Lincoln Ave., San Jose. ...

4490 W, Adams Bivd,,
geles

908 15

los An-

North Harbor, Fuallerton..
134 E. 2181th 8,
9176 Sierea Ave,, Fontana.. ...

Torrance___...

2681 Florence Ave., Huntinglon
>

ik
linmmro Tiotel Lobby, Sania
Losa

Violation

4/13/6]
4713761

(Granted right 1o
restricted  license
o condttions}
3/63
{Granted right 1o
restricted  license
on conditions)
/13761

$17/61
1/17/63

4/18/61

4718761
{Granted rieht wo
restricted  liconse
on conditions)

5/ 3/61

5/ 8761
{Granted right o
restricted license)

5/ 960
(Granted right 1o
restricted license
an mndmcm-.)

57 9761

5/ 9/61

5/ 9/61
5/10/61

/11761
{CGranted right 1o
restricted  license}

5/11/61

5/11/61

5/11/61

5/12/61

8430761

Soes. 10176.1 & 10177 ()
Sees, 10177 (b) & (D)

Seca 10177 (b)) & {0}

Sews, J()J()? 10176 (); 10177 ()
& {0; Secs. 2830 & 2831 of
R.E. Comm. Rules and Regu-

fations
Secs. 10177 (d)‘ (f); 11012;
11013.2 {a) & 1020
Sees. 10177 (l) (f), 110125

110132 (=) & THOK
Sees, 10160; 16162; 10164; 10177
i ](]2{53; 19288, 10287
10302 (¢) & Sec. 2771 of R.E.
Comm. Rules and Regubitions

Sees. 10176 G); 10177 &) & (D)

Secs, 10176 (), {1} & MH77 ()
Sees. 10176 (b) & ()

Sees, 10177 (b) & (D)

See, 10077 (I

Secs. 10177 (b) & ()
Sees, 10177 (b)) & {0}
10876 (e}, (i)
770

Sc;:s.] 10176, &

Secs. 10177 (h) & (£}

Sees. 10177 (a) & ()

Sec. 10177 (b)

Secs, 10176 (1) 10177 {d) & ()

Secs, 10177 () & )

Secs. 10176 (e}, (1) 10177 ((I)
(03 10302 (e); Bees. 283
2832 uf R I, Comm R\liw

and chulnlicms

Llcenses Suspended Durmg Aprll

1961, and May, 1961

Name

Address

Burr, Samucd .
President, The Greater Trast
Deed Cor poration of California

Restricted Real Estate Broker

Ch Willred Errington.
Real Estate Broker
Dillard, Theatrice
Restricted Real
Harpvey, Hurlen ( [T
dha Marvey Realty
Restricted Real Estate Broker
Reat Property Loan Broker
Benbo, Fddie Lee .
Real Fstate Broker

. 1135 1 St

... TH23225 Santa Monica Bivd.,

Yas Angeles

icted Business Opportunity PBroker

Ul()? Central Ave., Los Angeles

e 538W. Compron Blvd., Compton

Fresno__oomecncnan

13 W, Vernon Ave,,
seles

los An-

Effective date
and term

Violation

4713761
{Indefinitely)

4/13/61
10 days
4/28/61
(Indefintely)
5/22/61

{Indeiinitely)

/23761
30 dayvs

See. 10279.7

Sees, 10176.1 & 10177 ()
Sec. 102797
See, 101567

Sec. 10177 (b)




Numerous Law Changes Important to Licensees

The 1961 legislative session, which
came to a close on June 16, wrought
a number of changes in the Real Is-
tate Law and related subdivision law,
and, in addition, made changes in
other statutes which aflect the prac-
tice of real estace.

Gutined below is the substance of
much of the legislative action of im-
portance to real estate practitioners.
The major cffeets of AR 1344 arc
treated in other articles in this Bulle-
tin. The legislation discussed below
becomes effective September 15, 1961,
except those portions which were en-
acted as the result of the passage of
A3 1344 as an urgency measure.

AB 929 (Chapter 259, Stats. 1961)

This provides a major change as it
does away with the special ox “final”
examination for renewal broker li-
cense, Instead the applicant for origi-
nal broker license takes the compre-
hensive, all-day examination at the
start. If he obtains his original broker
license, he may at the end of one year
receive his four-year renewal broker
Hcense without examination.

The original real estate, business op-
portunity, and mineral, oil, and gas
broker fee is set at §25,

Current Applicants Bound by
Present Law

Tor at least one year following the
effective date of the new law, it will
be necessary to continue administering
the second or “final” examination for
renewal broker Jicense to those per-
sons who qualified for original real
estate broker license prior to Seprem-
ber 15, 196i. This is in compliance
with an Attorney General’s opinion
to the effect that no candidate for a
rencwal broker license shall qualify
for that license without having proved
his qualification by passing the pre-
seribed  comprehensive examination—
the test presently required to estalilish
eligibility for renewal status.

Any original broker application filed
after September 15, 1961, will be proc-
essed under the amended Jaw.

Should a person who filed his ap-
plication prior to September 15, de-
sire to file a new application under

the new law after that date he may
do so by requesting a cancellation of
his previous application. In the event
this option is exercised, however, there
can be no refund or transfer of fees.
The full $25 fee must accompany the
new application.

Those who have failed two succes-
sive origimal examinations under the
existing law may not avail themselves
of this option, but must wair the re-
quired wvear before they can again
apply.

AB 931 (Chapter 261, Stats. 1961)

Provides that the two years of ex-
perience as a salesman upon which a
persen might base a claim of qualifi-
cationy for real estate or business ap-
portunity broker license must have
been acquired within the five year
period immediately preceding appli-
cation for broker license.

AB 928 (Chapter 259, Stats. 1961)

Makes changes which are primarily
technical in nature, the most impor-
tant heing:

a} The helder of an  original
salesman Deense may, without ex-
amination, obtain a second original
license, upon application and pay-
ment of the required fee, up to
within three months of expiration of
his first original license.

b) Allows a grace period of up
to two vears within which 2 lapsed
renewal broker or salesman license
may be renewed,

¢) Clarifies definitions of business
opportunicy and mineral, oil and gas
brokers and salesmen.

AB 932 (Chapter 262, Stats, 1961)

Provides that a non-residenr appli-
cant for any type of license issued by
the real cstate commissioner must fle,
along with his application, an irrevoce-
able “consent 1o service of process,”
which would make it possible to reach
him in an action filed against him in
this state no matter where in the
United States he might be residing.
Also extends ro the mineral, oil, and
gas broker the present requirements
with respeet to use of a fictitions
name,

[ Ul}f-Aug‘ust 1961—Page 503

AB 1083 (Chapter 443, Stats. 1961)

Provides that broker, under any
type of license issued by the commis-
sioner, must retain for three years
documents and records executed or
obtained by him in connection with
any transaction covered by his li-
cense. Adds the phrase, “or deny the
issuance of a leense to an applicant”
to the commissioner’s present power
to suspend or revoke the license of a li-
censee adjudged insane or menrally il

AB 1084 (Chapter 188, Stats. 1961)

Provides that, regardless of circum-
stances, the holder of a renewal license
who fails to renew it prior o jts ex-
piration has only a two year grace
period within which he may do so by
proper application and payment of a
fate renewal fee of 1% times the reg-
alar fee.

AB 930 (Chapter 260, Stats. 1961)

Repeals obsolete sections and cor-
rects typographical errors in the law.,

AB 1081 (Chapter 1035, Stats, 1961)

Amends Scction 11011, B, & P. Code,
relating to the commissioner’s subdivi-
sion questionnaire by setting the filing
fee at $30, plus §1 for each lot in ex-
cess of 30, with a maximum of $250
per subdivision. Further amends Sec-
tion 11015, B, & P. Code, relating to
inspeerion costs of out-of-state subdi-
VISIONS.

AB 13544 (Chapter 886, Stats, 1961—
as affecting subdivision vegulation
ouly)

Adds the words Yor financing” to
the present definition of “subdivided”
land or *a subdivision” in Section
11000 of Part 2 of the B, & P. Code.

Provides that “prior to the issuance
of promissory notes secured by indi-
vidual lots in an wanrecorded subdi-
visicn the owner, his agent or sub-
divider shall notify the commissioner
in writing of his intention to issue
such notes™ and specifics the minimum
contents of this notification,

AB 94 (Chapter 1175, Stats, 1961)
Amends Scetion 11012 of the B, &
P, Code, making it unlawful for an
owner, his agent or subdivider to make
any material changes in an offering

{Continved o next page}
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{Continned Jrown preceding page)
Real Property Securities Dealers
Regulations

2975, Application for Permit.  Applica-
tion for a permie ro sell any form of real
property  security, as defined in Scerion
10237.% of the Business and Professions Code,
shall be in writing, shall be verified as pro-
vided in the Code of Civil Procedure for
the verification of pleadings, and shall be
filed in the oflice of the real estate commis-
stoner,

2975.1.  Application for Permit, Contents
of.  In such application, the applicant shail
sct forch all of rhe following:

ay The name, residence, and post office
address of the applicant,

bY W applicant s a  corporation, the
names,  residences,  and  post office
addresses of alt (}fh(ms togerher with
a copy of all minures of any proceed-
ings of its direcrors, sl.()cl\h()ld(,ls, or
officers relaring to or affecting the sub-
ject matter of the application;

¢) An iremized account of applicant’s fi-
navcial condition, including the amount
and character of al assers and Habilities;
A deraifed stavement of che plan or of
the real property security involved in-
cluding, bur nov hmived to, the num-
ber, kind and amount of real property
seceurities which applicant proposes to
selly

A copy of the form of any agreement,

contract or other writing relating 1o

or perraining to the plan of business,

rogether wicth a copy of the type of
nore and  securiey mstrument ro be
used;

fy A copy of any prospectus, advertise-
ment or other deseription of the plan
of business or real property security
prepared by or for the applicant for
distribution oy publication;

) I che applicadon is for a permic for
the sale of specific existing noves or
real properey sales contraces, the appli-
cation shall ser forrh the following
addigonal inflormation:

d

~—

—

¢

1) Legat deseripion of the real prop-

eity, including a deseription of im-

provements, i any,

2y Appramal of real proporty;

3y Tidde report

4) Crediv report on the maker or per-
son obligated to pay on the note
or contract;
51 A copy of the form of cach instru-

ment relating o the seeuriey,

hy Such other addivional informarion as

the commissioner may require.

.}
T

2975.2,  Permit Application: If Applicant
Is a Principal. I applicane is a2 prineipal
proposing to sell any of the vypes of secur-
wics derailed in Regulation 2975.1(g), the
application shall show the taral amownt paid
or to e paid by the applicant for the pur-
clase of such seearities or, if the securities
are issucd by applicant, a detailed starement
of the use and disposition of the proceeds
from the sale of such sccurities shall he
provided.

2975.3,  Supplementary Filings. Within
30 after the end of ¢ach calendar
quarter the deafer shall file with the com-

missioner copies of all starements reguired

by Section 10237.5 of the Business and Pro-
fessions Code, which were given to the
purchasers of the sccurivies during  such
quarter.

2976. Daratien of Permit. No permit
granred by the commissioner pursuant to
Scerton 102384 of the Business and PProfes-
sions Code shall be issued for a werm of
mure than six months, provided, however,
that upon proper apy ;lac‘umn made prior to
expiration of said permir, the commissioner
may grant ,l(‘n(‘\\.lls thercof for additional
rerins of not mare than six months each.

2976.1. Use of Permit in  Advertising.
No permit issued by the conmissioner pur-
suant to Secrion 103384 of the Business and
Prefessions Code shall be used by the per-
mitree for advertising purposes unless the
permit is used in its entirery. No part of the
permic shall be underscored, fralicized or
printed in larger or heavier tvpe than the
bakmee of the pernne unless the permit
msued by the conmissioner is so under-
scored, italicized or prinred.

2976.2. Permit Is Not An Endorsement.
Any  pamit ssued  pursuant to Section
10238.4 of the Business and Professions Code
is permissive only and does not constitute
a reconmmendation oy endorsement of the
plan or of the real property secwrity in-
volved,

2977,  Approved i‘mm The {following
form is approved by the real estare com-
missioner for use as the starement required
by Section 102374, Chapter 3 Pare 1, Prvi-
sien 4 of the Business and I’mfc\ssmm Code
of the Srare of California:

(Fprrow’s Nori: Space does not permit
reproduction of the form here. Copies may
he obeained from any office of the Division
of Real Fstare)

2977.2. Type Size for Dealer’s Statement
Form. The tvpe used in reproducing the
form specificd m Regularion 2977 shall nor
be smaller than 10-point,

2978,  Advertising Criteria for Real Prop-
erey Sculnuo\ Dealers.  With reference vo
Secrion 102377 of rthe Business and Profes-
sions Cuode, the eonditions ser forth in Reg-
ulation 2848 shall apply to all adverrising
sought to be used by real property secur-
iies dealers.

2978.1.  Advertising Magerial to Be Sub-
mitted. Vhe reference n Scevion 102377
vo material enuimerared in Section {0234
shall apply to material enumerated 0 Scee-
tion 10235,

2979, Term of Securities Dealer Endorse-
ment. The endorsement as a real p]()])ml\
securities dealer runs for the term of the
license ro which rhe endorsement is affixed,
and the fall fifry dollar (550} fee required
by Sccrion 10222 {as added by Chapter 886,
Sratures of 19613, Business and Pmlc.\snms
Code, shall be paid each time the license s
renewdad.

2979.1, Corperation or Partsership Ses
curities Dealer, Tn the case of a corpora-
tion or partaership intending to operate as
a real property sccurities dealer, exch li-
censed oflicer or member must file an appli-
cation, pay the required fee, and have the
endorsement affixed 1o his license.

2986, Bonds Pledged in Licu of Surety
Bond, Defore an applicant for endorsement
as real property securities dealer deposics
bonds wich che State Treasurer in lien of a
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LOAN BROKERAGE

(Continned)
in connecetion with  individual loan
transactions.

@ Prohibited is false, misleading
or deceptive advertising In connection
with making, purchasing or negotiag-
mg loans or real property sales con-
tracts, Indicating  or nmplyving  any
specific vield or returin on any noge,
other than the interest rate specified
m the note, shall be regarded as mis-
leading unless the advertisement sets
forch the actual interest rate specified
in the note and the discount from the
outstanding  principal at which it i3
being offered for sale.

@ The real estate broker is not to
accept funds in advance from a pro-
spective purchaser or lender with the
mtention of purchasing notes or real
properey sales contraces or financing
same as they may become available
Monevs may be aceepred only for
specific loans or specific sales cons
rracts which the broker has a bona
fide authorization to negodate or to
scll or which he owns in their entirety
himself.

@ The broker fands
payvable according to the terms of a
note or real property sales contract
is not to retain such funds for a
period longer than 30 davs except pur-
suant ro written agreement with the
purchaser or lender. f such an agree-
ment is made, it cannot call for the
pavment of interest on the retained
funds.

collecuing

& The real estate broker can serv-
ice a note or a sales contract—rhat is,
make a collection thercon as an agent
—only if he holds a written authoriza-
tion from the borrower or lender or
holder of the conteact.

@ The real estate licensee, who is
an auvtherized representative of 2
bank, savings and loan association, -
dustrial loan company, msurance com-
pany, cre., who is charging a commis-
sion of not moere than two percent, s

{Continued vext page)

surety bond as provided by Scerion 10238
of the Business and ]’mfuxmns Code, he
must submit to the commissioner a full
deseription of che bonds (e nerest
rare — marurity date -~ bond numbers)
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Loan Brokerage—Continued
not required to fill our the broker’s
loan statement.

® Required to have a real estate
broker license is any person who ac-
quires for resale to the public, and not
as an iavestment, three or more real
properey sales contracts or notes se-
cared by real property during a cal-
endar year; or sclls to or exchanges
with the public three or more such
contracts or notes during the calendar
year. However, if the principal makes
the transaction through a real estate
broker, it is not counted in determin-
ing whether he needs a broker license.

@ Responsibilities are imposed on
the real estate licensee in regard to
recordation. Section 10234 of the B. &
P. C. reads:

“Eyery real estate licensee who negotiates
a dean securved by a trust deed on real
froperty shall cawse such trust deed fo be
recorded, nanming as beneficiary the lender
or bis meminee {who shall wot be the licensee
ar the liceusee’s nomiuee), with the cownty
recovrder of the county in which the veal
praperty is located priov fo the time that
amy funds ave disbuvsed, except when the
lesder bus given wvitten antbovization for
fiviar release.

Xf fuuds ave veleased ou the lender’s
written authorvization, the trust deed shall be
recarded, ov delivered to the lender or bene-
ficiavy with a written recommendation that
it be recorded forthbwith, within ten (10)
days following release.

“Boory real estate licensee awho sells, exw
changes, or wnegotintes the sale ov exchange
of a real prepevey sales contract or a jromis-
sory wote secuved by a frust deed on veal
profreriy shall cause a profer assigwment of
such veal propeviy sules coutract ov dvnst
deed to be eveented and shall canse such
assignuent to be recovded, naming as assiguee
the purchaser ov his nominee (whe shall not
be the licensee orv the liccusee’s nowinee),
with the comaty recorder of the cownty in
which the veal property is located within
ten (10) working days after the licensee or
seller rveceives amy funds from the buyer or
after close of eservow; or shall deliver such
real property sales contract or tvust deed to
the purchaser with a wvitten vecomnendg-
tion that the assignment theveof be vecorded
forthwith”

& The real estate licensee is pro-
hibited from offering or giving pre-
miums or gifts as an inducement for
making real property loan or real
property sales contract transactions.

@ The Real Estate Commissioner
is empowered to issue an order direct-
ing any person to desist and refrain
from an activity which appears to be
in violation of the law. If within 30
days after the issuance of such order

the respondent alleges that it precludes
him from doing a substantial propor-
tion of his busincss as a real estate
licensee, the commissioner must seck
court injunction of the activity, pend-
ing hearing, or the order is dissolved.
As an alternative the respondent may
request a hearing within 30 days afrer
issuance of the order. Within 15 days
thercafter, the Commissioner must
hold a heaving. If he does not, or if
he does not render & decision within
45 days after the hearing, the Com-
missioner’s order is rescinded,

MORTGAGE LOAN
REGULATIONS

As a consequence of the enacunent
of AB 1344, the Real Esrate Commis-
sioner’s Regulations relating to loan
brokerage operations  (exclusive  of
Real Property Securities Dealers op-
erations) were revised and they ap-
pear below iy full texr.

2840, Approved Form. The follinwing
form is approved by the Stare Real Fsrate
Commissioner for use as the starement re-
quired by Scetion 10240 of the Business and
Professions Code.

(Sample Form)

(Mame of Firm)

(Address)

BROKER'S LOAN STATEMENT

Street and address number and/or legal description of property:

Statement of all liens against property as disclosed by borrower:

1. Description of loan to be secured:

Principal sum of the note ...

Rate of interest per annum. ...
Term of note .

Amount of each instalbment which includes
interest and principod.

I
j
!

. Number of installments e

Approximate balance due af maturity.. . $o
Terms of prepayment privileges and penalties, if any

2. Deductions from principal sum of the note:

a) Maximum costs and expenses
estimated by broker:

1) Appraisal fees .o

2) Escrow fees

3) Costs of investigating or
guaranteeing %tle

4) Motery fees e

5) Recording fees ... .

6) Credit investigation fees .
7} Any premium or other charges for

w =~
[

El

i

i

@ o
|
\
f

insurance, other than fire insurance oo $o

Form Cont. Opposite Page



2841, Type Size for Form. The type
size used In reproducing the form specified
in Rule 2840 shall not be smaller than 10-
point rype.

2842,5. ‘Time of Signing Statement. No
broker or salesman shall obrain a signature
From a borrower to any compensation agree-
ment for negotiating a loan or to any paper
abligating the borrower o complete the
loan prior to the thme the Brokers Loan
Statement s signed by the borrower and
the person negotiating the loan, in aceord-
ance with Section 10240 of the Business and
Professions Code.

2843. Costs and Expenses, [he costs
and expenses specified in Seetion 10242 (2)

of the Business and Professions Code are the
maximun rates chargeable and are to be
levied only when such costs and cexpenses
can be supported In fact, Such costs and
expenses shall not exceed charges made for
similar services in the conmmunity  where
such services are rendered.

2845, No Lending of Agent’s Money.
No Iroker or salesman comployed by a
barrower for compensation to negotiale 2
loan shall directly or indirectly advance hig
own funds to the borrower ag a part or all
of the funds to be loaned cither remmporarily
or permanently, without writken consent
froms the borrower to do so.

2846, Records of Commissions, etc., Paid,
All payments of connuissions, finder’s fees,

Give below any other costs and expenses:

Total costs and expenses (T te 10, In€ ) S

b} The total of the bonuses, brokerage or commissions confracted
for or to be received by any person for negotiating, pro-

curing, or arranging or making such a foan.. oo S

c) Estimated amounts to be paid on order of borrower:

1) Fire insurance premiums.
2} Due on prior liens, including

reconveyance, etc, fees ...

3) Due other creditors...... .

U S

.
S

4) Assumption, transfer, forwarding and

beneficiary statement fees..._. ... .

$

Other payments on order of borrower:

6) o

Total estimated payments on

3. Estimated balance to be delivered to borrower..... .

order of borrower ... $_.

TOTAL DEDUCTIONS FROM PRINCIPAL SUM OF NOTE. .

{Based upon borrower’s representations as to liens anddebfs)
LIST BELOW SERVICES WHICH MAY BE PERFORMED BY

BROKER UNDER ITEM 2o ABOVE

The undersigned broker or representative hereby states that the

broker is not the lender and that the above described foan is
being made in compliance with the California Real Estate Law.

(Broker) License Nao,

‘ Busmess Address
or {Designated Roprosentative)  License No.  Business Address
{NOTE TO BORROWER: DO NOT SIGN THIS STATEMENT
IN BLANK. ALL PARTS OF THIS FORM MUST BE FILLED
QUT BEFORE YOU SIGN.)

The borrower hereby acknowledges receipt of a copy

of this statement.

(Borrower)
Dated:

(Borrower)}
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referral fecs or other forms of compensacion
for services rendered in connection with a
loan transaction subjeet to the provisions of
Article 7, Chaprer 3, Part 1, Diviston 4 of
the Business and Professions Code shall be
recorded in such a manner as to provide
speeific reference to the particular loan
transaction concerned. Such records will be
kept available for mvestigation by the com-
missioner or his deputies for a period of ag
least three years.

2847, Advertising May Be Filed. A real
estate licensee acting within the meaning of
subdivisions (d) or (e) of Scetions 10131
or 16131.1 of the Business and Professions
Code, may file with the real cstate com-
missioner, for prior review and approval of
the subject marter, any advertisement, dis-
piay, brochuare, radio broadeast or telecast
which cancerns (a) the use, terms, races,
conditions, or the amount of any loan, real
property sales contract or promissory note
secured direetly or indireedy by a deed of
trast or portgage on real properey; and/or
(b} the security, solvency, or stability of
any person, firm or association engaged in
negotiating loans on real property o en-
gaged as principal or ageat in the business
of buving, selling or exchanging real prop-
erey  sales  contracts or promissory  potes
sccured dircetly or indivectly by deeds of
trust or mortgages on real properey. Filings
are to be in eriplicate, The advertising shall
be deemed approved unless objection to the
material  submitted i transmitted  swichin
seven days.

2848. Advertising Criteria, Pursuant to
Scetions 10235 and 10237.7 of the Business
and Professions Code, publication, distribu-
tion or use of advertsing containing any
of the following shall be considered to be
false, misieading or deceptive:

EL Y

a) The terms, “lowest”, “highest”, “oldest”,
“strongest”, “the largest”, “unlimited”,
and other terms of superlacive degree
uniess the advertisement fully explains
how and in what manner such superla-
tve applies;

b) The rermy, “lower”, “higher”, and
other rerms of comparative degree in
regard to the rates, terms and condi-
tiens of any real property loan without
fully explaiing how and in what man-
ner such term applies;

The rerms  “guaranteed”, “assured”,

“secured”, and similar terms relating to

the security of the funds of lenders or

investors wichout fully explaining o

what extent funds and earnings are

secured;

d) The terms, “sure”, “positive” or other
terms indicating that there is no possi-
bility of loss;

e} The terms “honded”, “insured”, or

similar terms without fully explaining

the conditions and limitations of any
such bond of insurance;

Any statement relating to a history or

record of ahsence of loss to investors

or lenders without fuily explaining the
period of dme and the volume of busi-
ness which such statement covers;

Any sttemens of a speeific tarercst

rate without specifying whether it ap-

plics to first o1 junior loans;

) Any statement of a specific interest
rate when interest is charged other
than on the uwnpaid balance without

(Continued next page)
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MORTGAGE LOAN REGULATIONS—
{Continued}

fullv explaining how and on what
basts the interest i paid;

Aoy staement of a specific monthly
or installment payment withour saating
the amount of the loan, the term, and
rhe balance due at mavarivy;

Any statement of a specific inverest
rate, amount of installment payments,
the number of visits to obrain a foan,
the time within which a loan may be
sccured, or char loans are available up
to a specific pereentage of value unless
such rerms and conditions are gen-
erally available through said broker or
dealer;

kY Any statement thar no commissions or
fees are charged, withom Imiving the
statement  to those services zetually
offered free of charge;

Iy Any swatement or inference that the
broker is .ulm;“ as a2 principal when,
i fact, he is acting as an_agent; or is
acting as an agent when, in face, he is
acting as a plmupal

m) Any starement or inference thar the

broker or dealer is a JL])wsunJU\L of

a financial insricution unless he is a

duly authorized represencatives

Any starement or inference thar any

particular lom  or promissory note

securcd by @ lien on real propeny, or
the operation of any mnvestment pro-
gram or plan deseribed in the offering,
fas the approval of the Division of

Real listare;

0) The terms “Investment plan”, “growth
carnings”, or similar terms unless the
broker has registered as a real property
sceurities dealers

p) The terms “savings”, “savings plan”
or any other terms thar directly or
indirectly implics that the broker is in
the banking, savings and Joan indus-
wial loan business, or any other shui-
larly regulated financial business,

q) The terms “worth”, “vatue” and “ap-
praisal”, with relation to the value of
the real propervy  without disclosing
the source of the estimate;

1} Any statement that a broker or dealer

is able to make cash avalable o a

borrower within a specified dme with-

out disclosing  the conditions under
which the advances may be made.

—-
—

—
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In addition o a hreral compliance with
the above rules, the formy, make-up, text,
color, art, and all features of a presentation
shall not be so combined as to circumvent
the requirements of these rules or the law.
The explanavion of any statement or terms
as required shall be included in thar sate-
ment and shall be clearly set foreh,

2849.7, Dishonest Dealing Defined, With
respect to any real estate licensce, whether
acting as principal or agent, dishonest deal-
ing within the meaning of Sections 10176(1)
and 10177 () of the Business and Professions
Cade shall mclude bur not be limited to:

ay Any representation at the time of the
offering t¢ sell or exchange a note,
with respect o the value of the real
property securing such note, without
a reasonable basis for belief that such
properey s then of a fair markes value
not less than the amount so repre-
sented,

The offering o sell or exchange any
note or interest therein sceured l)y real
property  when  security  Instrument
contains 2 subordination clause without
a full disclosure to the purchaser of
said note of rhe rerms and conditions
of such clause;

The offering to sell or exchange any
iote or interest L]wlun secured by » eal
property  which is junior to a note
containing a blanket encumbrance on
the property and other propersies with-
out a full disclosure to the purchs wv
of said note of the amount of the
blanket encuombrance.

LAW GOES TO PRESS

The revised booklet on California
Real Bstate Law and the Commission-
ers Regulations is at the printers and
should be available thre any Division
office about September 15, 1961, at §2¢
per copy including tax.

P

i)

c

~—

Save This Copy
Use this Law and Regulations
Digest as a helpful supplement to
vour Real Fstate Reference Book,

Real Property Sales
Contracts

By adding two sections to the Civil

Code, AB 1344 defines real property
sales contracts and  regulates  theiy
rransfer.

The new sections in the Civil Code
read:

Sec. 2985, A real property soles
contract 1y an agreement wherein one
party agrees to convey title 1o real
property to another party wpon the
satisfaction of specified conditions set
forth i the contract,

See. 29851, A wveal property sales
comtract say not be transferved by
the fee oasmer of the veal property un-
less accompanied by o transfer of the
veal property awhich is the subject of
the contract, and real property smay
not be mmz.xjewc(.i by the fee owner
thereof wnless aceonrpanied by an
assigimnent of the contract.

Our Problems Are Mutual

The mutuality of problems facing both
ihe real estate industry and various state
regulatory agencies is illustrated by the
number of times articles carried by the
Real Estate Bulletin are reprinted, quoted
or referred to by the official publications
of cther license law bodies.

The use of o Bulletin article on the
proper completion of hasic forms in real
estate tronsactions in the June issue of
the Washingfon Real Estafe News and the
July issue of the Oregon Real FEstate
News are but two of several instances or
this sharing.



