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&

‘Pwo departmental bills signed into law by Governor . . . (AB 452, Lan-
caster) . .. removes §4 change of address fec for real estate salesman caused by
employing broker changing license address. (AB 1186 Russell) . . . clarifies
wording in Subdivided Lands Act refating to desist and refrain ovders. Provides
service of D&R Order may be made in same manner as service of summons.
Reduces time to complete hearing and issue final decision from 60 to 45 days.
Bills become effective 1-1-74.

DRE makes initial move to achieve some measure of cooperation with other
states on licensing examination level. Two states have agreed to administer the
muiti-state segment of their license examinations to all applicants for real estate
salesman and broker Jicense. State examination format revised to conform with
this coneept (Page 4).

Maximum interest rate onn VA real estate loans increased to 814 percent.
VA urges lenders to consider in FULI both income and expenses of veteran
loan applicant and spouse in determining liability to repay Joan obligations.

A free pamphler, Guidelines for Subdivision Adverrtising, available to anyonc
interested (Page 5).

Advance fee loans bear looking into (Page 5).

Copy of release issued jointly by Real Estate and Corporations Commissioner
spelling out jurisdiction of respective commissioners over real estate syndicate
securitics now obtainable (Page 3).

The Recovery fund underwrites payment of otherwise uncollectable coust
judgments against licensees (Page 7).

DRI administered 49,483 real cstate salesman Heense examinations in fiscal
197273 . . . approximate 10.9 percent and 38.3 percent increases over the
44,589 and 35,749 license cxaminations given in fiscal 1971-72 and 1970-71,
respectively.

Commissioner appoints two new CREERAC members (Page 5).

Be aware of your trust fund obligations under the law (Page 8).

Obtain release from liabilivy if G.I. loan is assuined (Page 7).

Better check expiration date on your license! Too many licensees paying

penalty fees for reinstacement or losing renewal right completely for failure

to renew within two years of license expiration. Licenses running out prac-

tically “around the clock™-—you should know when yours is duc to expire—
be prepared to renew it by filing proper form and paying correct fee. As
service and convenience, DRE sends out reminders before license expires, but
notice may get lost. Final responsibility for keeping your license right rests
with you.

Division of Highways Autherized
To Pay Real Estaie Commissions

The Calfornia Highway Commis-
sion authorized the Division of High-
ways to pay real estate commissions
for airspace leases in California. Since
the Airspace Development Program
is relatively new, some background
information follows:

@ First, alrspace multiple-use parcels
are in the state’s right of way and
can be over, under or adjacent to
a state highway,

® Sccond, the state has entered into
an active program to lease many
such sites for long-term develop-
ment proposals for such uses as
warehouses, office buildings, stores,
ete.

@ Third, racther than being a drain
on tax monics for maintenance
and upkeep, the properties should
return money to the taxpayer in
the form of local real estate, sales,
and business taxes, In most in-
stances, this will ease the burden
of local taxes, as well as bringing
a return to the state.

The procedure is as follows for li-
censed real cstate brokers: (1) each
State Highway District Office has an
inventory of available airspace sites
for the broker to review; (2) after
the broker secures a specific potential
tenant for a specific airspace site, he
will sign a  Broker’'s Commission
Agreement which obligates the state
to pay a commission, under specified
conditions, based upon a schedule
made a part of the agreement; and
(3) the commission will be paid when
the lease is consummated and the state
begins receiving payment.

(conmtinued on page §)
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Disciplinary Action-—April-fune 1973
REB-—Ieal estate Dbrokex RES—Real cstate salesman BEQ---Real estate officer

RREB—1Hestricted real estate broker RRES—Restricted real cstate salesman  REC—Tieal estate corporation

NOTE: A list of actions is ot published in this Bulletin until the 30-day period allowed for court appeal
has expived; or if an appeal is taken on the disciplinary action stayed, until the stay is dissolved. Names
of persons to whom ilwnscs arg denied upon application are not ))‘.liJllthd
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. Violation
Name Address Lffective date R.E. Law/Regulations
*Plieger, William John (RES). . .. .0 1095 Green, Proadenas__.o_.o... 10/19/72 10130, 10137, 10177(d)
(.z'n\[md Benjamin Ashbel (REB) ... 529 Amberst Dr., Goleta, . ... 47 4/73 1177 (b)
Bernard, Roy Aban (RIZSY ... 15442 Ventura Blvd,, Sherman Oaks 4/ 9/75 10177 (h)

19981 Fernglen Dy, Yorba Linda - 4710773 10177{b) {[)

Jm{l/ky, Roi,cr Herman (RIEB). -
RE 2636 Kansas Ave, Santa Monica_.  4/17/73 10177t

Turner, Darryl Lee (

Harper, Larey C, {RI3S).. L5032 Terityn Ave., San Joseooonon 472473 10177 (0 {D
Suullum Duane Bond () 689 Foxtail Dr,, .Sunnyhﬂe ,,,,,,, 4/24/73 10145, 101764{e), 10177 (d)
Morck, Harold John (RISB) 88‘13 W'“\ktﬁdd Ave., Panorama 5/ 8/73 ]0]77((]) ]1012 2800
Dha Lands of Promise
MeFadden, Barbara Joan (RES) ... .. 30?12 i\llonu’lluo Ave, Haclenda &/26/13 10177 (1)
cights

oo 1797 Geneva Ave,, San Francisco..  6/26/73  10177.5
o
i 15740 Maubert Ave,, San Leandro.  6/26/73 10177.5

ne,
. 9102 Stoakes Ave., Dovwney 6728773 10177 {D)
6/28/73 10177 (0} (1}

. Y7800 Magnolia, ncino .
- 2421 Sunflower, Santa Ana. G6/28/13 10M77(b)

Combes, Gregory Fox (RER)....

Da The Fleur de Lys Real 1§
Gordon, Clarence Hessel (REQ)

Pres., Pacific Empire Moriyg
Baizrd, _]mm zabeth (RE
Daly, Marion Woodlard (R}
Martin, John Vaylor (RES)

Vielation
Name Address LEffective date 1), Law/Repulations
Siegl, Ray A, (RES) ..o ..o 6753 Fair Oaks Blvd., Carmichact.  4/15/73 10177(a} (b) (i)
(Right to RRLS license on terms and conditions)
Cccconc‘ Gary Lewis (RESY. ... 914 30th Ave,, Sanma Crove. ..o 4717773 10177() (D
(Right 1o RRES hu.mc on werms and conditions)
Moscr, Joseph Edward (REB)....oouo.. 2019 Mission 8t., San Francisco. ..  4/17/73  10176(a) (i), 10877(} ()
(Right to RRIB license ml terms and conditions)
Lopen de Arenosa, Rene Jro (RES) ... 3128 Levelglen Dr., W. Covina....  4/18/73  10177(b)
{Right to RRJ 5 license within 30 days on terms and conditions)
Lrdy, Emery Irving (RES). ... 7850 Ldgewater Dr., OQakland ... 4/2/73 10177{) ()
(Right to RRES license on terms and conditions)
Roddy, Thomas Frederick (RIES)........ 1135 Santa Cruz Ave., Menlo Park  4/24/73  10177(b)
(Right 10 RRES license on terms and conditions)
Campbell, Hugh Donald (RES)_ .. ____ 200 Yds 8. of Hwy. 4 at Dowing- 4725773 10177 (b)Y
wn, Camp Connell
(Right to RRES license within 30 days on [(rm\. and conditions)
Hihen, Phyllis June {RES). .. ... 82 8ly l'ark Rd,, Pollock Pines..  4/25/73  10177{1)
(Rl;,ht 1o RRES license within 30 days on mzms and condmam)
Ducker, Polly "0 (RES).. ... 939 Harrison 8t., Oakland_ ... 5/18/73  10177(a) (b) (£)
(Right 10 RRES license on terms a conclmous)
Mazenkas, Francis Walter (RES) ... .. 3531 Clayton Rd,, Concord..._. . 5715773 10145, 10176{c) (i), 10177{d) (f)
(Right to RIZES license on terms and condltlons)
Peyton, Byron Scote (RES) ... ... 2416 Clement 81, San Francisco. . 5/15/723 10177 () (1) {)
{Right 10 RRES license on terms and conditions)
Armato, Nancy Anp (REB) ... . .. .. 35;15 lllu’hlan(] Ave., Manhattan 6/ 8773 1017610, 10177 (g)
cach
{Right 10 RRES }n:cn\c on teyms and condmom}
Tssel, Hans Werner (RES) ... ... 275 Poplar Ave,, Redwood City..- 6/12/73 10152, 10177{) (1)
(Ru,ln to RRIS license on terms and condilions)
Russell, Donald Max (RIEB) « 2630 B St 8an Dicgo....... cemnn BA19/73 0 101764a) (), 10177(d) (D)

D. Russcli & Associates, Ine,
Donald Max Russell, I'res. {(REQ)
12, Russell & .f\ss()cmlcs. Inc., of San th,o (REC)
Donald Max Russell, Pres.<Tres, (REQ}
{Right 1o RRIB licenses within 30 days on terms and conditions}
C, Gordon, Ine. (REC) . oL 15731 Litierty 8, San leandro. . 6/26/73  10177.5
Clarence Hessel Gordon, Pres. (REQ)
(Right o RRER hcu\sc {f!cr not less than 80 days on lerms and conditions)
Meffau, Joyce Frances (RES) . ... ... 4710 Regina Way, Campbelt. .. . G/26473  10177{b)
(Rl{,h[ 1o RRYES license w l‘Ehln 90 days on terms and Londluons)

Licenses Revolced with Stays

. . Violation
Name Address Effective date R.E. Law/Regulations

Harding, Edward Joseph IXT (RRES) 17091 Oak Lane, Huntington Bmch /30473 10177 (LY (k)

(Stayed for 1 year on terms and conditions; shall not act as licensee for 90 days)

MEDIAN PRICE INCREASE
The National Association of Real-  For comparison a similar home in 1968
tors reported $28,120 was the median  cost $19,700-—an approximate inerease
price for an existing single family  of 43 percent.
home during the firse quarter of 1973,
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Violation
Name Address YEffeetive date R.E. Law/Regulations
Tuvo, Frank Jr, (REBY ... oo .. 606 Enchid Ave., Anabeim..oooo.o 4/ 4473 10100, 10177 ()
IDha Golden West Propertics & Associates Ydays
Dba Home Rentals, ..o oo 6025 Sepulveda Blvd,, Van Nuys
Dha Golden West Property Management
Smith, Dennis Ray (Ri‘lé) .............. 1922 The Alameda, San Jose.. ... 472473 30176{a) (b) (i), IOL77(D)
days
Mack, James Edward (REBMRES). ____ J049-C Woodman Ave,, Arleta.... 5/ 1773 101435, 10177(d)
days

Vielation
Name Address Effective date R.E. Law/Regulations

Norman, Henry James (REB). _____.___ 9823 Normandie Ave., Los Angeles 4/ 4/73 10145, 10176{a) (b)Y (e} (i),

(30 days stayed for T year an condition) 0 days LO177¢d) () (g) (i), 2830,

24332, 28321

Cook, Robert Adams (REB)o. ... ... 455 Wart Ave,, Sacramento.. ... 4/15/73  10177(g)

(Stayed for 1 year on conditions) 5 days
Patterson, Clarence Jeff (REB)...... ... 14 Fastmont AMalt, Qakland .. .... 4724/73 10145, 10176{c) (), 10377{)

Dba €. ). Patterson Co. 60 days ) G); 2832

Dha National Mortgage & Development Co.
{30 days stayed for 2 years on condition)

Ram Incorperated, Realtors (REC).__._ 409 Alberto Way, Los Gatos. ... 4/24/73 10145, 101764{c), 10177(d) (D
Clare Patrick Rooney, Pres. (RIEO) 30 days
(Statyed 1 year on conditions)

Rooney, Clare Patrick (REO). ... ... 6030 Fernglen Dr., San Jose. ... 4/24/73 10145, 10176(), 10177(d) ()
Pres., Royal American Mortgage, Ine, (RIGHT TO REINS REQ) 30 days

Officer, Monterey Mortgage Co. (REO} 137 Hamilton Ave,, Campbell

(Stayed 1 year on condition)

Campbel}, Clande Lloyd (REBY.....__ . 897 High St., Auburn. .o _...o.... 4/30/73 10177 (d), 10240, 10242() (1)
{Stuyed for 1 year on condition) 15 days

MeLin, Peggy Low {RISS) ... ... 12585 Hhwy, 9, Boulder Creck. ... 5/ 3773 101770y
Stayed permanently) 10 days

Jones, Daw Tiliman (REB__________... 12307 Riverside Dr,, Watedford ... 6/30/73  10177(
Dba Waterford Realty i yoar

(All but 45 days stayed for 3 years on condition)

Real Estate and Corporations Commissioners Jointly Issue Guidelines

Questions as to the meaning of cer-
tain words and phrases which seek to
define the jurisdiction of the Real
istate Commissioner under the Real
Estate Syndicate Act have prompted
the Real Estate Commissioner and the
Commissioner of Corporations  to
formulate and jointly issuc jurisdic-
tional guidelines entided Jurisdiction
of Real Estate Syndication Qualifica-
tion. Since the inception of the Real
Lstate Syndicate Act on January 2,
1970, prospective  syndicators  and
their legal counsel have frequentdy in-
dicated uncertainty concerning which
of the two state regulatory agencies
has jurisdictional responsibility in the
qualifications of sccurities offerings in
which ownership and usec of real

property is a significant factor,

The guidelines issued by the two
Commissioners delineate jurisdiction
over various non-corporate real estate
securities offerings to be owned bene-
ficially by 100 persons or less,

For example, an offering by an or-
ganization in which the utilization of
fand, with or without improvements,
is incidental to the conduct of a com-
mercial, industrial, agricultural or
other business or professional enter-
prise is within the jurisdiction of the
Corporations Commissioner. Owner-
ship and operation by a syndicate of a
skating rink illustrates this rule.

A copy of the release dated June
27, 1973 may be obtained at any office
of either regulatory agency.

Eeflections . . .

Several summers ago while fish-
ing on a beautiful day in the Owens
River Valley, 1 was not having much
tuck. | came upon a fellow lying on
his back in the grass enjoying the
scenery, line in the water, pole over
a forked stick.

He said: “How are you doing?"

[ said: “Lousy. | just got two litile
ones.”

He said: “That's pretty good. I've
been coming here for five years
and haven't caught anything yet.”

He was completely happy. |
learned something that day, for
shortly thereafter, I was lying on my
back enjoying the running stream,
the blue sky, the white cfouds, and
the sun-capped Sierra.

Summer is already on the wane
as | make this observation, and |
haven’t yet done much fishing. 1 in-
tend 1o correct this in the future be-
cause, as Herbert Hoover said in his
book, Fishing for Fun and to Wash
Your Soul, “God does not subtract
from man’s allotted time on earth
the time spent fishing.”

Fishing is a chance to wash one's
soul with pure air, with the rush of
the brook, or with the shimmer of
the sun on blue water. 1t brings in-
spiration from the scenery of Na-
ture, charity toward tacklemakers,
patience toward fish, mockery of
profits and egos, a quieting of hate,
a rejoicing that you do not have to
decide a darned thing until next
week,

. and it is discipline in the
equality of man, for all men dre

equal before fish,

Robert W. Karpe
Real Estate Commissioner
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 REAL ESTATE LICENSE EXAMINATION FORMAT REVISED |

Real estate salesman and broker ex-
aminations in California have been re-
vised to separate questions which are
universal in their application from
those which deal with subject matter
peculiar to real estate law and practice
in California.

Although this has resulted in sub-
stantial changes in the mechanics of
preparing and administering the ex-
aminations, the applicanc would note
little difference in the overall line of
questioning contained in the examina-
ton, We have found that two-thirds
of the material congained in the sales-
man examinations {100 questions from
the total of 150 constituting the cur-
rent examination) would be as applic-
able anywhere in the United States as
it is i California. The firse 100 ques-
tions in cach of the new salesman ex-
aminations are mulei-state in character,
In examining for real estate broker li-
cense, 50 pereent of the questions (the
morning session of 100 quesdons) s
multi-state inn character.

The same approximate ratio of law,
appraisal, finance, public control and
special fields will apply to the multi-
state segment as that which will ap-
ply to the balance (Jocal supple-
ment).

This change is the natural develop-
ment from the efforts to raise the
standards of the real estate indusiry
and is a by-product of the broadened
real estate educational opportunities
available throughout the nation. The
increased mobility of our population
and moves toward professionalization
of the real estate industry from many
guarters brought the Real Estate
Commissioner to the decision to bring
about this change in California’s test-
ing procedures.

Limited Reciprocity

All other states have been soliciced
to administer the same multi-state seg-
ment to all of their applicants for
real estate salesman and broker license.
Having done so, the stage is ser for
those states which do choose to par-
ticipate with California to institute a
limited element of reciprocity with
respect to licensees from one state who
might wish to qualify for licensing in
one of the other states participating
in the program.

Other States Participating

As this arvticle is written, the States
of Washington and Colorado have
entered into such an agreement with
California, In substance, it works like
this: Xach participating state wiil
mudntain the raw score on the mulii-
state segment of the examination of
all of their applicants who qualify for
license. If a licensee has already
taken the multi-state segment, and
passed it with a grade at least as high
as that required in the participating
state, it will not be necessary for that

applicant to retake the multi-state
segment of the other stale’s real estate
license examination. Varlances cxist
in the residency, educational, appren-
ticeship, character and other require-
ments of the different states, and an
applicant must meet all of any state’s
requirements before he can be -
censed there.

Several other enrities are engaged in
administering  uniform examinations,
and the overall movement is gaining
momentwn throughout the country,
In connection with this, the National
Association of Real Lstate lLicense
Law Officials (NARELLO) reviewed
the various current proposals. Cali-
fornia’s and several others were looked
upon faverably,

Any state desiring rto  participate
with California will, of course, admin-
ister and score its own test program.
California will make the applicable
multi-state examination material avail-
able to participating states for a price
sufficient to cover all of the costs in-
curred.

California enters this program wich
considerable enthusiasm in that owr
deeply rooted real estate educational
programi is now able to have this spin-

off benefit to applicants and the gen-
cral public through the competency
testing eniformity which is encour-
aged by such a program.

It should be pointed out thar (as
with any new program) it must be
thought of as “pilot” in nature, that
any licensees appiying {or waiver of
the multi-state segment in California
or in any of the participating states
could expect to have the request
granted only if the current agreement
is stilf in cffect,

New Study Manual

To support further the advance-
ment of the concept, the Department
of Real Estate has published a study
manual, which is an outline of the
general scope of the material con-
tained in the multistate segment of
the real estate examinations. Copies
are available from any office of the
department for $2.00, plus sales tax.
The manual was developed through
cooperation  wich  California  Srate
University at Fullerton, by building
from the existing coded subject
matter outline of cxaminations—add-
ing materials to conform to the con-
cept  of uniformly  applicable  real
estate practice, and subtracting from
the outline those macters which are
peculiar to California faw, practice or
custom.

In bepinning the new examination
program, Conunissioner Karpe has
stated that, although modernization of
our question library i a continuing
funcrion of the deparement, the new
formag will expose applicants o, gen-
erally, the same subject marter as that
which has been contained in prior ex-
ammatrions; several test sessions have
already shown lictde or no change in
the pass/fail rate,

Karpe welcomes the States  of
Washingron and Colorade and thanks
them for their cooperation by helping
to get this unique concept into oper-
ation. Karpe said, “In this manner we
can help each other to determine
whether or not the program’s merit
will justify long term continuance
and further expansion of the effort to
raise gualification standards and to
develop real estate licensing programs
in many states in an atmosphere of
uniformity.”



IFall 1973

'ADVANCE

The JC(II estare la\\ requires qd\ ance
fee agreements to be approved by the
Real Fstate Commissioner, Also, any
advance fees paid muse be p]accd di-
rectly in a trust account and may be
withdrawn only for the benefic of the
principal and under sericr accounting
to the principal. Real estate licensces
are warned not to become ivolved
in advance fee operations without
complying with the advance fee stat-
utes,

Case on Point

In 2 pending Sacramento investiga-
tion, a real estate broker unknowingly
uuucd 1o agrecment to act as “frone
man” for an out-of-state operator,
purportedly president of a giant cor-
poration with money available. The
broker deseribed the characreristics of
this conglomerate as a company that
was “good and sharp and real aggres-
SIVe i scunmg Joans”,

The naive agent, ac his cexpense,
placed ads in local newspapers offer-
ing commercial loans on income prop-
erty, business, new construction and
refinancing through his firm.

Responding to the ad, borrowers
met with the broker, \fLCL gathering
the wsual and appropriate property
data, the broker, following instruc-
tions of his “]uuic;” would advise
his prospective client rhat appraisals
and credic cheeks were necessary and
that an appraisal fee, usually $300 1o
$300, would be charged. In evenr the
foan was not made, the fee would be
retained. The appraisals were made by
non-professional  emplovees of  the
l)fnhu .

Within 10 to 15 davs the broker
defivered the appraisal report, and cx-
plained to his client that the loan pro-
cedures would be handled by a spe-
ciabist representing the  corporation
which would issue the loan commit-
ment leteer providing the Joan appli-

cation was aceeprable,

Later, at a mecring arranged by the
broker, his “specialist and business as-
sociate” would explhin to the bor-
rower that his application for 2 loan
was acceeptable upon pavment of an
advance fee, In turn, the borrower re-
ceives a comaitment lecter thar could
be raken to any lender of the client’s

Lh()lLC
lend the money,

T i}c company, Jtsc]f dld not
but would “under-
write” rthe loan that would be made
by the client’s chosen lender and re-
fund the advance fee if no loan wwas
consurmmaced.

In due course, the borrowers, afrer
presenting the loan request to their
banks, or lending companies, learned
that the letters were worthless. In the
meantime, the broker’s husiness asso-
ciate lefr the comnmnit_\'. Approxi-
mately $20,000 had been collected in
advance fees by this particular corpo-
ration. The broker explained that the
money was paid dircetly to the corpo-
ration. Letters to the comp.znvs ad-
dress were returned to the vietims
with “address unknown”,

Broker Protests Innocence

The real estate agent, during in-
vestigation, claimed he did nor receive
any advance fees and chat he was as
much a vietiny as his client. The
broker attempeed to pay hack mose of
his clent’s advance loan fees, almost
bm]l\'ruprinn‘ him,

The commissioner has charged that
his statements and assurances to his
clients were made withour know ledge
upoir which to base theny, and thu
were in face, false — umsmmnm
grounds for disciplinary action.

Familiarity with the advance fee
statutes and regulations is part of the
real estate broker’s responsibility, Sec-
tion 10085 and 10146 of the Business
and Professions Code and Section 2970
through Section 2974 of the Commis-
sioner’s Regulations are equally im-
portant. An agent, a fiduciary, cannot
claim lack of knowledge when he
holds himself out as an expert.

Commissioner Appoints
New CREERAC Members

Commissioner Karpe recently ap-
pointed Jefl Lloyd Sanders and Rob-
ert B Spivey, Jr. to his Real Istate
Fducation and  Research  Advisory
Committee,

Jeff Sanders, president of Berkeley
Board of letom has aperated his
own real estate {)ﬂlu, in Berkeley, Cal-
ifornia since 1966, e is on the Oak-
land City II()usmg, Advisory and Ap-
peals Board; vice- chairman, public re-
lations committee of Oakland Cham-
her of Commerce; member of Board
of Dircetors of Men of Tomorrow,
Six Bay Counties Development Cor-
poration and Independent Farm and
Business Club.  Additienally  he  has
been active in United Crusade, Oak-
land Real Iistate Board and the Cali-
fornia Real Vstate Association.

Robert B. Spivey Jr.,

Robert Spivey has operated his own
real estate brokerage business in Los
Angeles sinee 1954, He is chairman of
the board and past president of Cali-
fornia  Association of Real Estate
Brokers, Inc,, thicd vice-president of
National Association of Real Estace
Brokers, Inc., past president of Con-
solidated Realty Board of Southern
California, Inc. Additionally, his as-
sociations include Men of Tomorrow,
Urban  League  of  Tos  Angeles,
NAACP and CRIA,

GUIDELINES FOR SUBDIVISION
ADVERTISING AVAILABLE

A DRE 12 page pnmpi let ealled
Giuidelines for Subdivision Adver rising
is available to anvene interesced in
media advertising of subdivided lands.
Copies may  be ordered from any
DRI distrier office.

The text discusses application of
real estate Taws and 'Cn'uiatiom, gen-
eral standards for a(\cmsmg, subdi-
vision advertising criteria, filing of ad-
vertising  with the dcp.mmuu, and
DR advertising review.

Among spaciﬁc subju,ts covered are
difference in meaning between “fully
improved lots™ and “improved lots”,
land 1)1()]0;1 subdivision advertising
criteria, price leaders, travel offers,
tcl(.pimnc solicitors, ulcnleymg, the
agent, gifts and drawings.
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Each public report in its masthead
contalns an expiration date or the
public report expires upon a material
change, if such occurs sooner,

Making a material change in a sub-
division and continuing o sell without
the public report reflecting the true
pertinent facts of the offer can be a
misdemeanor or a felony and give the
purchaser grounds for later rescission
of the transaction, should he be dis-
satisfied.

Because of the laws affecting subdi~
vided land, we are asked almost daily
whether or not a certain happening is
or is not a material change.

Any change which would result in
the public report or the questionnaire
not reflecting the true facts of the
subdivision offering is considered a
material change.

The following listing reflect many
changes which are material and, while
not all inclusive, may be used as a
guide:

Changes in Vesting of Title.

s Acquisition of five or more subdi-
vision lots, or two or more con-
dominium, stock cooperative or
community apartment units by a
purchaser or subdivider.

e Change in the firm name or business
organization of the original subdi-
vider; such as, incorporation, change
in corporate name or statc of in-
corporation, and the like.

¢ Foreclosure by lender.

e Transfer of title in trust.

Money Handling Provisions.

e Change in name of escrow depos-
itory or name or location of trust
account.

e Changes resulting from the imposi-
tion of a blanket encumbrance on
property which was not so encum-
bered at the time of issuance of the
original report.

e Changes to add authorization to use
bond alternative under the provi-
sions of Sections 11013.2(¢) or
11013.4(b).

e Changes in connection with the usce
of real property sales contracts
from impound provisions of Sec-
tions 11013.2 through 11013.4(f).

Conditions of The Offering.

o Changes in method of convey-
ancing such as use of real properey
sales contracts, leasc-option agree-
ments or other meended method of
disposing of the lJand.

e Any restrictions not recorded at
time of issuance of the original re-
port. .

# Changes or additions relating to
Declaration of Restrictions, Bylaws,
and Management Agrecments.

Miscellaneous Changes.

¢ Sewage disposal, such as from septic
tanks to sewers.

s Water supply, such as from wells
or mutual water company to public
utility or water supply by a public
enticy.

e Lot splits or realignment of lot
lines.

e Amendment to report on hazards
not apparent at the time of issuance
of the original report, such as ad-
verse geologic conditions  which
were latent or not discovered prior
to issnance of the public report.

e Deletion of adverse statements,
upon submission of satisfactory evi-
dence, such as submission of a more
favorable flood hazard report based
on improvement of flood control
measures.

e Adding recrearion or other com-
mon facilitics and common areas.

s Iire protection where previously
none.

e Newly created districts having the
POWEr to tax or levy assessments.

e Anncxations into districts having
the power to tax or levy assess
ments.

e Private roads which become public
roads,

e Incorporation of arca previously in

© the county,

e Changes in taxes and assessments.

¢ Relocation of easements.

Changes in Use.

Any changes in use such as from
single family residential to: residen-
tial-income; commercial; recreational;
industrial, agriculeural; or, investment,

Violation of Real Property
Securities Dealers Law Results
in Maximum Fine and Jail Sentence

In August 1972 the Real Iistate
Commissioner issued a Desise and Re-
frain Order to Joseph J. Franklin and
his wife Leatrice for issuing and sell-
ing real property securities in viofation
of Scerion 10237.1 of the Real Estate
Law.

Since they were unlicensed, the
commissioner curned the DRE’s inves-
tigatory file over to the Riverside
County District Attorney who, in due
cowrse, successfully prosecuted the
couple on 76 felony charges. Scveral
of the commissioner’s deputies worleed
with the DA’s office in its preparation
of the case.

The Frankling were charged with
buying lots in an older, unrecorded
subdivision near Riverside at one
price, then falsely issuing notes se-
cured by the lots at a face value sev-
eral times higher than the initial cost
of the lots—then offering the “inflated
notes” to unsuspecting buyers at a
discount.

By use of concurrent escrows they
made a single operation out of each
transaction. The proceeds from the
sale of the discounted note was used,
in part, to pay for purchase of the lot.
The balance was their gross profit,

Because the notes were secured by
improved lots in a subdivision, they
fell within the statutory definition of
a real property security which re-
quires a permit from the commissioner
prior to sale.

Penalty

Franklin was placed on probation
for three years; sentenced to 18¢ days
in jail; and, fined $5,000.

Although he was not licensed with
the DRE at the time of his recent ar-
rest, 10 years ago he held a broker k-
cense under the name of Joseph H.
Mancha that was revoked in 1933
after a criminal conviction of con-
spitacy to commit grand theft,

Licensees who market subdivisions
should be acquainted with sections of
the Business and Professions Code
which relate to subdivisions and they
should take it upon themselves, and
not leave it to others, to keep the
DRE informed of any changes in an
offering.
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Real Estate Licensee Fund,
The Cadlifornia Experience

The above is the title to a recent
article which  appeared  in  the
TOURNAL  of the BEVERLY
HILLS BAR, Vol. 7, No. 3, MAY-
JUNE 1973, 1t was written by ane of
the Department’s counsel, and gener-
ally sets forth the highlights of the
Real Tistace Commissioner’s experience
In administering the Recovery Fund
since July 1, 1964.

‘The article can be obrained from
maost  Jaw  libraries; and although
written in standard “legalese”, con-
cludes thar the Fund is cconomically
sound,

Protection Provided by Fund
Costs Less Than Fidelity Insurance

In fact, the protection provided,
according to the ardcle, costs less
(being  approximately ninety-four
cents per year per broker, sixty-
three cents per year per salesman )
than that which could be purchased
by individuals through private sources
for comparable fidelity coverage of
$10,000/$20,000 limits.

The article also contains some in-
teresting figures in regard to percent-
age of claims paid, number denied,
abandoned, ete.

‘The author states the average claim
paid, at last check, was $2,915.23,

The article also concludes that the
commissioner has been substantially
successful in prevenring the payment
of inflated claims, and in confining
payment to the direct losses of claim-
ants.

At the end of the fiscal year (June
30, 1973), total amount of eclaims
made against the Fund was $2,457,-
#05.65; total amount of claims paid
were  §896,530,05; total amount of
claims abandoned, denied, dismissed
by courts, ete., was $040,331.15.
Claims pending and undecided rotal
$620,544.45.

The article ends with the statement,
“To date, the Recovery Fund Pro-
gram has received much favorable
comment from the public, the real
astate industry and other jurisdictions,
and within the past few years, the
legislature of several other states, in-
cluding Hawaii, Nevada, Idaho,
Colorado, and Kentucky have enacted
similar programs.”

-.Research Report. 7 N
St The research study, - Urban - land - Use .

“Classificotion “in  Theory “and "Praciice: The .
i Fresno-Clovis. Metropolifan  Ares Cose, by .

“Nalina Jeyapelan and Robert JA.- Carr, *"

~Californic State University, Fresno, is now. .
ovailable from the DRE, 714 P Sfreetf, Sag-.

ramento. 95814, a $1.59. per copy - (in-

~ichydes sales tax), T

TR, B Minich, Director, Bureqy of .

- Business ‘Research and Service, .at the ‘uni- .
versity . stated:- “The “development - of : g
sound policy regarding land use is basic fo .

i the Curbon planning process “whether the.

<.foncern Is for ihe cconomic wellbeing of

- the community, the conservation -of  ifs res

“savrces, o the preserva 5

GI's Who Sell Homes Should
Get Release from Liability

The Veterans Administration cau-
tions veterans, with thought of selling
homes purchased with GI home loans,
to get a release from liability from the
VA if the loan is assumed by the
buyer,

Unless a veteran asks for and re-
ceives a release from liability from the
VA office which guaranteed his home
loan, he will be liable for payment in
the event of default by the purchaser.

Prerequisites

Getting a release from liability is
simple, provided certain conditions are
met:

@ the veteran’s loan must be current,

® the purchaser must agree to assume
the veteran’s labilities.

® the prospective purchaser musr be a
good credic risk,

® income must be sufficient to cover
payments on GI loans,

A release from Jiability docs not auto-
matically restore GI loan entitlement
the veteran used to purchase the home
he sold.

Entitlement may be restored only
ander certain conditions — mostly
those which the VA considers com-
pelling reasons for disposing of the
property.

At any rate, brokers and salesmen
should advise veterans who plan o
sell GX homes to apply for a release
from the VA which guaranteed their
loans before finalizing sales.

Commissioner Announces
Orgoanizational Changes

and Promotions

Burton D. Porter was recently pro-
moted to Chief Deputy in charge of
the advertising screening unit in Sac-
ranento,

Porter began his career with the
state i 1956 as a deputy conmmis-
sioner in the Los Angeles districr of-
fice. He was transferred to Sacra-
mento in 1961, As a senior deputy, he
acted as liaison for the state colleges
and research programs., ¥e super-
vised the Sacramento subdivision sec-
tion and has been connected with
administration of advertising review
for the past several years.

He attended Washington and Lee
University, and during World War
Il served in the Army Air Corps as a
weather observer stationed in India,

Prior to entering state service, he
spent 10 years in real estate.

W. Blair Stewart

On August 1, W, Blair Stewart was
appointed to a Senior Deputy assign-
ment in the Los Angeles districe of-
fice. He will head up a special task
force to Investigate illegal subdivision
activities,

Blair joined the department in 1962
as a deputy commissioner. He lhas
been engaged in all phases of regula-
tory work in the Sacramento district
office.

He was previously active in the real
estate business, title work and home
construction  field. During  World
War 11, he served in the Army Air
Carps.

Larry W, Smith

Larry Smith’s promotion to Senior
Deputy became effective August 1.
He will be assigned to the examination
unit in Sacramento where he will be
primarily engaged in item writing and
test standards,

smith was first employed by the
department in 1966 in the Los Angeles
district office. In 1970, he was trans-
ferred to Sacramento in Hcensing op-
erations,

A native of Michigan, Smith gradu-
ated from Michigan State University
following two years service in the Ma-
rine Corps. Prior to entering seate
serviee, he was employed as a securicy
officer in a large department store.
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The expression “termite 'inspece-
rion”  or  frermite  clearance”,  so
conunonly used inomany real estate
rransactions, is possibly misleading to
the parties concerned as well as to the
agent, The State Structural Pest Con-
trol Board has advised the DRE that
these two expressions are misnomered
and possibly should be dropped from
the vocabulary of the real estate oper-
ator,

Set Form

All struetural pest control operators
use a forn preseribed by the State
Serucrural Pest Conerol Board. Tt iy en-
vitled Standard Structural Pest Con-
frol Inspection Report with subhead-
ing catitled Wood Destroying Pesty
ar Organisms. Tn other words, it is not
a termite inspection or a termite
clearance. The report deals with al
forms of pests and infestations, A
structiial pest control inspector may
not limit his inspection to one type of

 Strutural Pest Control Inspection Report

infestation or mfection. The report,
however, may be made on pare of a
building providing the report is desig-
nated as a Jimired vepors, The inspec-
tor reports any and all evidence of -
festation, mfections mnd adverse con-
ditions found in a part or all of rhe
building he inspects.

Ask For Correct Report

When a real estate licensee re-
quests an spection from a pest con-
trol firm he should ask for a structural
pest control inspection report. The
question of whether all or some of
the recommendations made in the re-
port are to be completed or not is a
matter decided by someone other
than the pest control operator,

When all pardics are aware of the
pest control operator’s responsibilivy,
and the narure of his inspection, mis-
interpretations are more likely to be
ironed our before they reach a ertvical
stage,

 HANDLING OF TRUST FUNDS

How docs a broker account for
rrust funds when the seller’s accept-
ance of the offer s delayed? When
a delay in aceeprance by seller oceurs,
deposiv funds must be placed in the
broker’s truse account, There are two
exeeptons;

I. If the check, by #is term, is not
negotiable, the broker may hold
it until acceptance of the offer,
If the check is negotiable by the
broker, he must have written In-
structions from the maker-buyer
i order 1o hold it

In either case the offerce-scller nuise
he informed that the check s being
held hefore or at the time the offer is

]

presented,

Normally, acceptance of an offer
takes place shorthy afrer an offer s
submirred o the seller. PDeposic monies
arc routinely placed in broker’s ruse
account; inocscrow; or given to the
seller, Change in the regulation men-
doned in the Spring Bedlerin (Scerion
2832) concerns the situation where
acceptance takes place some tme later
after the offer is drawn and the de-
posit reecived by rhe broker,

After acceptance, the deposit must
be placed in one of the three stand-
ard depositories unless the broker has
specific written authorization from
the seller to continue to hold it

Broker May Negotiate
Airspace Leases

(eontimed {rom page 1)

Any broker interested in entering
this program should contact the Di-
vision of Highways, Right of Way
Depariment, Airspace Development
at the appropriate district office



