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In the Winter 1980 issue of the Rea! Estate
Bulletin we reported an increasing incidence
of creative financing schemes that we have
since come to refer to as “cash-to-buyer™ or
“buyer walk-away” transactions. Typically
such a transaction includes the following
clements:

1. The buyer invests none of his own money.
2. The buyer arranges for a new first or
second loan to finance the purchase,

3. The seller carrics back a large junior note

and deed of trust from the buyer.

4. The encumbrances against the property
represented by the buyer’s notc and senior
encumbrances exceed the fair market
vatue of the property.

5. The selier agrees to the buyer receiving
part of the cash from the new loan.

In the Bulletin article we pointed out that if
the seller should accept such an offer, there
was cvery reason to believe that the buyer
would simply walk away from the property
and that the seiler would then be faced with
the choice of losing alf interest inthe property
through foreclosure by the holder of a senior
deed of trust or of foreclosing himself and
taking over the property subject to the new
senior encumbrance. We cawtioned licensees
apgainst making such offers as principals and
reminded them of the fiduciary duty as agent
to fully explain 1o the seller all of the potential
adverse consequences of accepting such an
offer,

When the article was written, DRE had
evidence of oniy a handful of such offers
having been made throughout the state and
no evidence of such an offer having been
accepted by an owner. That situation has
changed markedly in the intervening months.
DRE is currently investigating more than 20
complaints against licensecs involved in cash-
to-buyer transactions and has evidence
indicating that in Sacramento County alone,
three particular individuals, acting

independently and jointly, have been involved |

as buyers and /or agents in as many as 50 such
transactions in the past 18 months,

Foreclosures have taken place or notices of
defauit have been filed in a large percentage of
these transactions.

THE ROLE OF
HUD/FHA IN
APPRAISING SINGLE
FAMILY HOMES

prepared by
Department of Housing and Urban
Development
Sacramento Service Office

From time-to-time HUD/FHA offices
receive calls or letters from homeowners who
have just discovered some defect in a home
purchased with an FHA insured loan within
the past year or so.-Because FHA has insured
the mortgage, a homeowner often incorrectly
assumes the FHA in some manner is
guaranteeing the home against defects, and
the homeowner asks for HUD assistance to
correct the probiem.

An FHA insured mortgage does not insure
or guarantce a home against defects,
HUD/FHA has no program and no authority
to provide financial assistance to correct
defects or make repairs on existing propertics.
After asking the homeowner to again review
the contract of sale and the closing
documents, including the FHA commitment,
the homeowner reluctantly comes to the
conclusion that HUD docs not warrant the
value or condition of the property,

Although HUD/TFHA makes no warranty
of value or condition of a property, HUDs
goal of encouraging improvement in housing
standards and cenditions has resulted in
positive actions to minimize defects and
problems in homes f{inanced with FHA
mortgage insurance. New homes must be
warranted unconditionally by the builder for
at least one year before FHA will insure the
financing. All other homes are examined for
noticeable defects by the appraiser. Repair of
the noticeable defects and other necessary
requirements are made a condition of the
canditional commitment to insure the
mortgage.

The FHA appraisal provides both an
estimate of value and the acceptability of the
property for mortgage insurance. The
appraiser examines, as opposed to inspects,
the existing property to determine its
acceptability and compliance with FHA
criteria. The criteria establishes the minimum
acceptable level of the real property’s quality
to ensure that there are no noticeable defects

Fellowing are highlights of regulations
which have been adopted recently. Fhese
regulations will be included in the revised Real
Estate Law book, which should be available
by mid-October. Regulations were effective
on June 17, 1981, July {, 1981 or August 16,
1981, as indicated.

FRE R

® Repeals Section 2785(bY(10) and
renumbers Section 2785(b)(11) of Code of
Ethics and Professional Conduct.

s Section 3012--Concerning continuing
education, the term “Exemption
Conditions™ is corrected to read
“Extension Conditions™ and the tlerm
“exemption from” is corrected to read
“extension of the time for completing.”

* Scctions 286t and 2862 are conformed to
Chapter 1149, Statutes of 1980 {AB 2915)
which amends Business and Professions

Code Sections 10131.6, 10131.7 and
10177.2 and other pertinent codes. AB
2915 transfers jurisdiction over
mobilchome registrations from
Department of Motor Vehicles to
Department of Housing and Community
Development.
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Disciplinary Action—March-May 1981

AER— Real rstate broker
AREL-—
NOTIE: Alistof acti
appeal is taken oo the di;
apnhc:!:cn are not puhlished.
F Not previously published

Resteicted real estate broker

AES— Read estate salesperson
ARES - Rostiwted read ot

tl INRE YT STET)

REQ--

-Real estate officer

REC-~Real estate corporation

is not published in this Rufleiin until the I-day peried allowed for court appeai has expired; or if an
iplinary action stayed, uniil the siay is dissolved. Names of persons 10 whom licenses are dented upon

“FOR YOUR INFORMATION

The following are brief summarics 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 of the Real Estate Commissioner, both of

which are printed in the Real Estate

Law book available for purchase from the

Departiment of Reai Istate at $3.00 plus tax. Code sections summarized will vary from

issuc 10 issue

Business and Professions Code

490 selutiomhip of vonviclion 1o heensed
achivay
106130 performiag acts e whindi i LIS

pospuueed ikt the appragniate brense

43 wast fund handling

mag retentc wod availabilivy of seat este
ok iceanda

10126a) kg aay sl misieprescntas
tion

by midang Galse promise

10E76ter  commtingling trest lunds

108601 seerel prodit o undnchised compensas
tion

J0EYa(hY  seered prefit under aplon agrecmest

0E2MD Band or dishonest dealing w heensed
capueHy

HEE?Ma)  qrrocureng oo sead ostate feense Dy s

cepreseatalon ur material Filse state
WL

FCHIN G conviction of aime

HE?A)  viuletan of vt estane T or rogulas
nans

ITRN eonduct thin saukd have warcnted

demat of a dicense

T aeplgence of Ecompoienee as iwenses

POET200) Buluare 1o supeevine sudespenson

THETMHR improper wse ol governd cmploy-
e

FOLTFH fraid o dishonest dealing not in b
eeinetd iy

01378 wivil fraud judgmcer bused on ficensed
W

1023 Aceeiring loan Funds for poshig

I3 rersiaing lemders funds for more dian

60 darys

023R3  aeting as resl prapeny securities deater
withaul engdoneme

02377 Fuibere of RIS dealer to subinil pra-

premed agdvertising

as they will correspond with the particular disciplinary listings.

02378 Bilure of RIS dedler 10 muntaia bong

FO2IN.E fariureod RIS deaben 1o file annund re-
part

02383 read properey secarities pumil

Regularions

VIEHaRY) Eubse represeatution i o reverpl ol

deposit

pLRES impropen Randing of airiest hioaey
depostt

pLREN] eust Tund secountability

FLRE] trast agcount witinlrawaly by vna-
thorized person

02 fasture to fusnish copy of isttunent

2903 faalure 10 divelone telmity Westation
i structugal defect

215 moker coatralled escrow vialarion

29500 broker controlled esorow veolation

Effective

Vialatlon husiness and Prolessions

Name Address 1}ate Code/ Comissioners Regulations

‘Luyendyk, Paul dobu (RE 3619 Bushmg Ave, San Dugo oo 211581 TG TH TN
Vol Joaan 3l $544 Muir Dii nJasy 1081 AU 10E TR
Pecseana, Ve Albert (B 4145 G9th St L Mest .. RESLHER] ) Q90,1017 Ra)
Bird, Bavid Broes {REH) 152 W. Park Av Cagon L. EFRER] | $90, 104 73h)
Pastreli, Fided (REB) .. .. 1 . South Fasde ERRER | FOE 76 (i)
Fagrw, Urnest Glen (REB} .. L34 EL Shaw Ave., Fresno . Jo16:51 101725
Jorgensan, Jorgen l\.nqu (l : 643 CGulden Wal 1, Ihdhmls 31881 20500, 10EP6{i). 1017 7d)

fF - o 5

O Jorge 0

O Tras Amenican Re
e Sehors Reakty, Ine, (R EPST Narth 13 86, San Bunardmo ... 31881 2RI, 29506p) 105, T0IF04) THTNA)

CFF Jorgense, Joqgen Ki
Fenpensen Mo of boan

Comavatian (K
Tenaelh, Laretty Lmnm (R
Rackstraw, Robor Wesley (RES) .
Tty Tbosaic Al (R1IS) .
Vimeghi, Hossan (RES)
Costl, YVirginm Lee (RES)
Swatizbiaugh, Joln (RE
Ker BEngane Loland (B
Clifton, e Roy Kennwth {1
Mayo, Eugene {14 ..
Al Joyee Jow (R .B: .
Gattey, Steplion Walwer (RES)
ated, Losaoae S (RES)

¥
amer, R‘\tul ke (REB) .
Guldy, Rulen Smannet {RED .
Db - Reakty World |<UI(|H1|IEL R
CGoldy, flacts
Birkemeier, Charles Ja »;(E(
cd Grepory (3
Db San Morite Re;
Buedolla, Jelfiey Paul {(RIE \} .
el Kathleen Maurw (ll 250
hn!di. phen (] h.llh.lll {RES}

arens, Hiumon ('uu (l( i
Fistuwate, Magilya Pend {RE

SRAE Magnolia Ave, Sie

U9 G S, Ap
52,

. Reverside
N Il(n\ 32, Hosp

P05 Palonlla D Modesto
1722 Corowado. #K, Long Heach
H90 La Creseen
9500 Vista krr.. §
HOT Rvana Rd,
2061 Bus
A4 Main 56,
1529 Raddill, Modeste .
1268 Cale S4, San Fraeowo |

614 21 N, Huouagion Bl .
476 W ront Ave.. Ste, 201, Escondido .. 4 21781
08K Mifbridge B i Ramoen 412284

450N Chestnu, #1482,
818 Obive 84, Qukiat ., .
250 5. Hurding Blvd., Bosendl

4122.81

138 Aubuen Bivd,. Sacianona ..
605F Reno Ave,, Tonple City .
204 Noath 20d St Alfwonbr ..

1133 Luure Ave, San dose
13092 Phainview, Twjunga ..
AL N, Oreband, Fulletion L ..

133 Waodsude D, Modeso ... JbEs

T KIS, Gardena R3]

6 Han Leandro W Lo RIS
y Qhills L 5:20:81

295003, 1017601}, 101770}

430, 11T

A9t 10172( b}

10F261(3)

49U, 11T b}

90, HHTIL)

490, 1 %)

A9, TN}

10345, 13 0{{ e, FOTFTd)

A0, HIT DY

90, 10F7 Ha)

490, MWHIHD)

490, KHTHDID

490, MK b}

A0, M TR LY

104 THING

AY0, 1017

2832, 10145, W48, 101760k, 1DITHA)
2832 2902, 1GEAS, FO4 2adteXghthig).
W Tdy

IRI 3902, 16E4S, BTV, 1O TV )
90, 10177l

101700 a)i}, 101773}

430, 1017 by

490, 11 7 Tta)

490, 10177y

250, 10177(h)

490, 10177(h}

IO ETOEGE 0TI R0
TR

Effective

Nuame Addriss D Violatia ineas and Professiony
ate Cadef siones’s Regulatiuns
*Firsoiio, Mwhael funes (REBY . ..o ous, EEI43 Sunbunst K1, Nonhosdpe oo 1579 101760
Right 1o RRED Geense sler LF diys on teriny
it comelitiona)
Quintal, Eileen Yo (RES) 661 Groen S0, San FENERes ..o, RTRE S A, HH2AL)E

{Rightio RRES Becose on s and mmlumm]
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Effedive Violution Business and Profenions
Addres Date Code/ Commissioner's Regulalions
Privdkin, Morey (REE 3643 Maybdle Ave, Apt C Oukdoned L. ... EERFRY) W75
(Right to RIRES ficense after L»U\I.x)\ o germs
and conditions)
Herg, Barold Mitchel (RES) ... TUERS San Pablo Avee, 0 Ceraito o, L. L RIEN 3 108735
(Right to RRES License afier
and condituns}
Nebwon, Chis 3500 Gramda, 1133 Santa Clavi. ..., ..., RERSS 4 107 22}ty
{Right o IE CHSC O 1SN i wm!iuum)
Berendawsky, Gary Lee (REBY .. . 306y Oceaninte Di, Rancho Pados Verdey .. 3118 F 490, 10177y
fRight (o0 REES fivense wfter 10 :i.l)s wvit unm
und condiions}
Blant, Karb Allred (REB}....oovonoin o Q. idox 263 Decatue, Wieoss. oo Lo Y81 LU e
(Raght (o RIREB beense nlter Y0 days on ternn
and conditions)
Ladawe, BHo Vernen (RIS} . FATN Maia S Manteea L. 30k 1000, P01 TIG)
(Raght tu RRES lieense ontenmy .lmi mndmmn}
Sklov, Ellic Pisher (RES) ... 5118 Klunap St Norts Hollywosd ... . LR A0, 1017y
{ight o KIRES ficense o term ndmudn
Waorrell, Robeit Lee (REI) 4307 Siburdell, Fas Megas, Nevalt L. ... ... dikgini 490, 10177b)
(Right (o RREE heense after 90 days on ternn
aegd u-ndumm)
g S5 A8 Se Rovenside L 388 490, 10177 (1)
Loy lheenye o enm
nwiipght, Clifton (RE3) . 0T MacArthur Bivd., Sie. 6, Oukband 32381 HH Faigdih, FOIT7iH)
g to RREB livense alter 120 days on lermy
and condition:)
Dreasio, Loven Neib (REB) .. ... 5103 Aldea Ave, Encimo ... e 4:2/81 490, 10177¢h)
(R to RREB license an o
Pandy, Yerion C{REGIRED) P Box 4B, Feomon & Sandy Way,
Sowth Lake Valwoe oL 4i0:81 WI2A, MRS, TNl
O Resord Mupagemeat & Sates, tne,
(Reghit e RRED heense o tenms and comditiamg
Heut, Williain Adaar (RES), . FSI8E Claarmeran Ave, San Jose. oo, 4548t 90, 10EHBK D
(Raght tor RRES ligetae o termts :\dmnmlmns)
Murphy, Fedy Ao (RY 210 Colvay, Mountain View ..o, 4:13:81 490, I THbY
[Right 1 RRES license o u
Gavtwhalek g, Afbert Fouis (Rl IH(RI ()}.A“., FE23 5. Seaward Ave, Veatisil L., ER V| ZRILD, 2834, 2950, 10095, 10176(¢), 10177
(RaghT 1 REEH loense on e ind Conittons} td)(ghth), WIZXL L, J0232.3, (02377,
FRITE, 102384, 12383
Biryde., G 2AML Clarendon Ave, Woodiand Hills ... 4:22:4] A90, KT
8 liecuse o teems and cumlilmm)
Widley, Macwn Dayle (RED} oo 20 Flaames R Auban oo 422881 EELREY SN TH R )
(Right 1o RREY fivense adier 30 Y N eEms
and colditinis }
M, Saaden YO (RES)  cooooco Bl Bt 19th Ave. San Maten .o 5508 4490, HIET I
(lhyiu to 1 O O ek iod comli:mm)
Eebwaids, Michael David (RES) 535 Wesvom Hill R, 7203, San Jose ..., REEF] 490, 1017 7h)
(Right to RIES heense on ferms ind can mmh)
Hhardkon, Patiiwin Maaine (RES) ... S361 Lon Dide Rk, Oakdade oL 0Ll S:1:81 490, J0E2Th)
{Right 1o RRES lieense on withs ul cnndilmn:.)
Womaek, Catl Williem (RES) ..o P30 -2 Vanowam, Vi Nuys coieenn ... 12081 101 73i13G)
{Right to RIRES license after 30 diys on woms
and conduions}
¥ Youhio (RES) ... .. 930 Plivea Dol Ama Toree ..o L Si1% 8t 10T
{Hight to RREX ficenyw afier 964
wnd cornthitions)
Brosar, Robert Lantel {IBREBIREO) o000 1343 West Avenae 3, Laneister L ooeeoenn... 181 T60e 1D, 10730}

O L& 1 ke T
tRaglt w RRED qum ahen 30 days oar termsy
and candition)

**Beadl, Blizabeth Jean (REN)

Gight to RIRES Llicense after 150 days onwips
Ak copditiom)

1343 Wesd Avenav J, Lajvaster

2RI, 10145, 10FPBuii), 10E NG

KName

Address

¥ialzlion hissingss and Prolesions
Coilef Contmissioner’y Sepulations

SWestwood, D VS0 (RESY L L
Relly, Jodn Hemy (REB) oo,
Biaks, Willam been (RERY . ..o 0L

Hlamter, Oeville Edward (RES) ... o,

421 Wast Uoth S, San Beinarding ..
A3 Thle Ave |
S8TU% 27 Palmy Hny,

IS Apache Tril, Yoeea Vadley ...

- Yueew Yalley L

Bte. 12110 Lay Angeies. .,

130 thiys)
4 1481
(4 days)
LETH
(30 duys)

10EFT(Dg)
400, 10177
HO Tlad, 10E 7Ty

101 26¢a). 101770y

. Effective Violtign Business and Professions
N
ame Address Bate Code/Commissioners Reguletiuns
*hhilner, Robed Willinm (REBREQ) ........ FH S, Amphien Bivi,. Ste. 217, Saa Maree 1488 T T2y, 120

O Sentinet Morgage & Loan Corp.

TALE DI 45 chitys sged For 4 yeir on condition)
MoeKes, Albert Lows (REB) ..
{Stayedd Tor 2 years o usmlumn}

v L Robert Steplicn (RES) .

Al hnl 30 diys stayed {on 6 munlin on LMy .unl
condidivns

Stevens, Alisan {ouise (RE

(Al b A0 days

Crinne, Fredeack Randall (RE5) ..
('t\ll it M days stayed for I cil

{ fo1 | ycar on umdllmn)
Gilivsgay, !10311 WREBHRED) . ...l
{MI lm: tﬁd iy stisyed For ] )mnmmndumnﬂ

4
(f\lrhu: is:i..)

Rongberiy, Mincan derome (R 5§35}
Bl Racgues Claly Readiy
EAH b 30 days saved for 2 years on terms ang
canditions}

Schmolder, Androw Nichalas (REBY. ..., ...
(AL but ES days stayed for 1 year o conditan)

S Nuwe spebhag comectnn,

3333 Grind Ave.. Sie. 03, Qubland

M6 8. Pweree, BT Cyon L L

pRCR
1160 Glenneyre 810 Lgoan Beach .
2 Market 56, Sun Frangisco. ...
J6HE Connral Ave., Ste, EEE Riverside
1385 Cable Onente, Milpitas .. ...,
GO1 MeHeny Ave., Ste. A, Modesto
601 MoHenry Ave., Sie. AL Maodeste

443 Toulumne Ave, Thousiimd Caks

L Corst Hhey, Corana d3el Mo, L

SO0 Hwy L ARG .

(90 days)

3 43R
(X duys}
ERER

& monting

320,81

LIRS
() diays)
il

LI RE

.3

{45 ditys)
558
(60 days)

51481
(90 days)

10148

16176y, HET )

903, 108
1017

03, 10130, 1917 Ky
07

490, 10E7UBRY)
1017703

HVE (g

T T, 101 7}

101 0gani)
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ESCROWS

The Summer (981 Real Estate Bulletin
contained an article entitled “Illegal Escrow
Activities.” At the request of the California
Department of Corporations we reprint here
an article appearing in its May 1981 Escrow
Newslerter dealing with the same subject.

come to the attention of the

It has
Bepartment of Corporations that there is an

increasing  number of persons who are
purportedly conducting escrows under an
exemption from the Hicensing requirements of
the Escrow Law which are in faet ilegal
operations, These violations include forming
an association ar cooperative for the purpose
of conducting escrows or accepting

solicitation from an escrow officer who acts as
an independent contractor for the purpose of
conducting escrows without being licensed by
the Department of Corporations,

Section 17200 of the Escrow Law states “It
shall be unlawful for any person to engage in
business as an eserow agent within this State
except by means of a corporation duly
organized for that purpose licensed by the

Commissioner (of Corporations) as an
escrow agent.”
“Person™  means, in  addition to the

singular, persons, group of persons,

cooperative, association, company, firm,
parinership,  corporation, or other legal
entity.

Scction L7006 of the F

mancial Code grants
certain limited exemptions from the licensing
requirements of the Escrow Eaw. This means
that state and federally chartered banks and
savings and leans, iitie insurcrs, attorneys,

and real estate brokers are regulated by their
respective agencies. These persons, while
being exempt from the licensing requirements
of the Escrow Law, must conduct their escrow
activity within the limitations set forth in
Scetion 17006 of the [Lscrow Law, The
problem of illegal escrow activity centers
around the brokers exemptien, in most cascs,
because of a lack of understanding of what
can or cannol be done un(iu the exemption.

'l"ht: Department of Corporations’
interpretation of the cxemption prier to
amendment by AB 3305 was as follows: (1)
the exemption is available only 10 the real
estate broker; {2) the exemption is personal o
the broker and duties concerning the exempt
cscrow transaction cannot be delegated; (3)
the broker must be the selling or listing
braker; (4} the exemption is not available for
any assoviation with other brokers for the
purpose of conducting escrows; {5) when the
broker’s escrow Dbusiness is a substantial
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Whose idea was this continuing education
anyway? This article will attempt to answer
this and some of the other general and specific
questions coming inte the Department about
the continuing education program.

Legislation was cnacted in 1976 in response
to a movement within the industry to
“professionalize™ the practice of real estate,
Essentially, thelaw states that after January [,
1981, no real estate license shall be rencwed
unless the applicant submits evidence of
having completed at least 45 clock hours of
continuing education, The Commissioner was
directed to adopt regulations to implement
the law.

After study and public hearings,
regulations 3005-3013 (Title 10, California
Administrative Code) were adoptled setting
forth the basic pguidelines to effectuate the
continuing cducation legislation. Basically,
the guidelines are that the offering material
provide licensces with substantive knowledge
of current real estale laws and practices that
will enable them to better protect and benefit
their clients.

Since the legislation was cnacted, the
Department has received over 1,500
applications for offering approvals. More
than 800 are currently approved, ranging
from elementary offerings for the beginaing
licensee to more sophisticated practices and
techniques for the experienced practitioner. A
number of eofferings are directed to
specializations  within the field, such as
property management and business
opportunity brokerage.

Sponsors of the approved offerings include
individuals, private schools, professional
socicties and trade organizations,
universitics, and state and community
colleges. Cost per hour ranges from a very
nominal sum to $20.00 or more. Some are
offered without charge.

Questions and comments we receive
surprisingy indicate that many licensees have
only recently become aware of the continuing
cducation requirement or have negiected to
set up a study ptan in advance; as a resuit
many have taken just any available offerings
to renew their license. Prior planning and the
wide range of offerings should cnable each
ficensee to take offerings suited to his or her
special interest and level of expertise and also
to do some cost and value comparisons of the
offerings with other licensees. Advertising
material and course title frequently do not
provide an adequate description of the
offering content, and for continuing
education offerings, as for other goods and
services, cost is not necessarity a reliable index
to value.

In evaluating an offering content, licensecs
should ask; Will it provide information

Continuing Education

prepaved bp
Real Egtate Specialist Frma Dasud

needed in my everyday real eslate activity and
will it help nie in representing the client and
protecting the public?

Regulations explicitly exclude certain types
of material from consideration fer continuing
education offerings because the material does
not directly accomplish the aim and purpose
of continuing education-~improved client
service and consumer protection. Such
courses include office management, sales
psychology, speed reading, and memory
improvement, General academic courses are
cxcluded because they do not cover current
specific Jaws, regulations, and real cstate
practices and hence are not directed to the
ficensees current daily client services and real
cstate activities. License preparation courses,
statutory broker courses, and bar adimission
are excluded from consideration because this
would constitute “douhle dipping” by using
the same malterial to gualify for the license
and also for license renewal,

Since continuing education is directed to
upgrading the technical competence of the
real estate ficensee, certain (ypes of material
are excluded by implication. Such courses
include those directed to the consumer,
investor, and owner-manager of rental
property, e.g., activitics not falling within the
definition of a real estate licensee.

Below are some of the questions currently
being asked by licensces. Some originally
were published in the Winter 1980 issue of the
Real Estate Bulletin.

Q. How can licensees find out where
continting education offerings are being
given?

A. The Department does not maintain a
cajendar of offerings. Some sources for this
information are trade media, local Real
Estate Boards, community college campuses,
state universitics, and the University of
California. Private colleges, schools, and
universities may also have information
available,

The Department of Real Estate does
publish a list containing the names, addresses
and telephone numbers of continuing
cducation sponsors, titles, and credit hours
for all approved continuing cducation
offerings. However, the list does not furnish
dates and locations of the offerings. This
information may be obtained from the
particular sponsor of the offering you are
interested in attending.

Offering lists may be obtained by sending a
check or money order in the amount of §4.50
to the California Department of Real Estate,
P.O. Box 160009, Sacramento, CA 95816,
Attention: Accounting.

Fall 1981

In one of the complaints under
investigation, the seller had an equity of
approximately $237,000 in a $275,000 home.
He accepted an offer calting for the buyer to
obtain a new first loan of $165,000 and for
him (the setler) to take back from the buyer, a
promissery note of $165,000 secured by a
second trust deed. The seller also agreed to
pay a $16,500 reai estate commission to the
broker through whom the offer was made
pius closing costs. The selier agreed to accept
net cash of approximately $53,000 on closing.
This left between $35,000 and $40,000 cash to
buyer from the proceeds of the new first loan.
The buyer made no payments on the first or
second loans and a trustee’s sale ensued some
cight months after the close of escrow. The
original owner did not have the cash or
convertibie assets to reacquire the properiy at
the trustee’s sale. The end result to him was a
nact loss of approximately $184,000 that will
only be slightly cushiened by the tax
deductible logses he sustained.

The buyer in this case 1s a non-licensee who
has been involved in several buyer walk-away
transactions in the Sacramento and Fremont
areas, There are many move like him thanks in
part to seminars that have been conducted
throughout the state explaining how a person
can acquire real property for nothing down
and frequentiy with a “cash-to-buyer™ bonus.

The growing number of these schemes to
fleece sellers may be attributable in part to a
newspaper article earlier this year that tendec
to glorify the exploits of one Robert G. Allen
who in a period of 72 hours acquired several
parceis of California real property using none
of his own money. Several licensees have
expressed their opinion that the writer of
these articles was remiss in not having
guestioned the moral and ethical aspects of
Allen's actions.

In the next few months DRE expects tefile
several accusations against real estate
licensees who have been involved cither as
buyer-principals or as listing or selling agents
in cash-to-buyer transactions, These
accusations will probably charge fraud and
dishonest dealing and misrepresentation in
the faiture to make a full and fair disclosure (o
the seiler of the potential adverse
consequences of a cash-to-buyer sale. DRE is
also locking closely at the involvement of
mortgage loan brokers in arranging the
financing for many of these transactions.
DRE Dbelieves that a broker acting in the
capacity of mortgage loan broker has a duty
te his lender clients to investigate the bona
fides of a purchase transaction before
recommending that the client commit his or
her funds to the {inancing. In many of the
cases now under investigation there are strong
indications that the most perfunctory
investigation by the broker would have
disclosed to him that the buyer in the
transaction had no real interest in acquiring
the property. With this information In hand,
the mortgage broker should have foreseen the
probability of a default on the loan and
shoutd have advised his lender clients
accordingly.
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Trust Fund Handling by Syndicate
General Partner

A knowledgeable real estate attorney recently wrote to DR E about a broker-client who as the
general partner of a limited parinership real estate syndicate managed the real property owned by
the syndicate. As property manager, the broker collected income from the real property and
deposited the funds into the same bank account that he used for the deposit of the trust funds of
the clients of his regular brokerage business. The broker did this because he believed that ke was
performing acts for the syndicate for which a real estate license is required, The attorney agreed
that these were trust funds of the syndicate but had concluded that since the broker was a pant
owner of the {unds of the partnership, the depositing of the [unds into trust made him technically
guilty of commingling his own funds with trust funds. The attorney asked for DRE's comments
and recommendations to permit him to properly advise his cliecnt on how best Lo avoid
disciplinary action should DRE audit his trust account,

The solution that we offered was more practical than legal, We recommended that the broker
cstablish a separate trust account for the limited partnership as beneficiary. In this way the broker
would still be handling the parinership funds as trust funds, but the separate account would
obviate the possibility that an attachment or execution directed against the broker couid
adversely affect any trust account beneficiary other than the partnership. We advised the attorney
that DRE would net be likely te take any action {or what might technically constitute
commingling if broker accounted for and handled the parwership funds in the manner that we
recommended. ‘m‘

and obtain a duplicale copy/copics. (You
may be charged a fee for the duplicate(s).) 1
you do not know the sponsor’s address,
DRE's Continuing Education Unit may be of
help in furnishing you the sponsor’s address
of record. The Continuing Education Unit’s
address is Department of Real Estate, P.O.
Box 160009, Sacramento, CA 96816, or

3 e (6 322-1752, Setue-
telephone (916} 322-17 BRE

Q. Canlattend onlya portion of an offering
and get credit for the hours attended?

A. No; certificates may be issucd only for
the number of approved hours and require
90% or more of attendance,

Q. What is the time limit for an approved
offering to count for renewal?

A, The offering must have Dbeen taken
during the 4 years immedialely preceding
license renewal,

Q. My license is about e expire and [ have
not compicted my continuing  education
credits, Can [ pet license extension?

A. Normally NO; however, sec scetion
J0171.2 of the license law which contains the
very limited basis for a 90-day license
exiension possibility,

Q. 1 filed my renewal application and the
Department  notified me my  certificate
numbers were wrong or had been rejected by
the computer. What's the problem?
A, Sometimes the problem is that the dale
of offering/completion does not match the
approval number, Offerings are given an
approval number and are approved for one
year. The prior year's number may have been
used in error on the certificate. Check with the i

; 81-82 Edition
sponsor for the approval number in effect at
the time you took the course,

Gecasionally it happens that the certificate
was issued for the wrong number of hours. If REFERENCE Rl
the certificate was issued incorrectly, contact BOOK vk
the sponsor. e
Available at any office of the Department for
Q. I've lost or misplaced my Continuing $4.50 (plus 6% tax if ordered in California),
Education Attendance Certificates. How can
1 obtain duplicates?

of the
Real Estate

Order in person or by mail. ¥ by mail, send

A. CONTACT THE SPONSOR. 1t is the check or money order for the exact amount
responsibility of all DRI approved sponsors payable to:

to maintain attendance records for a period of Department of Real Estate

five years from the date of the offering. DRE P.O. Box 160009, Sacramento, CA 95816
DOES NOT HAVE OR KEEP SUCH Afta: Reference Book

RECORDS. Yousheuld contact the sponsor



Section 2790.7-- Amended to conform ta

provisions of Sectiang 10249.3 and
10249.11 of the Business and Professions
Code, which include time-share estates or
time-share uses as out-of-state subdivision
offerings.

Adds new Article 12.2, Time-Share
Projects, Sections 2810 through 2813.8.
Section  28]0--Defines “substantially
complete” subdivision public report
application for Time-Share Projects.
Section 2810, 1--Specifies the regulations
in Articte 12 (Subdivisions) applicable to
time-share projects.

Section 2810.2—Requires applicant for
time-share public report to present
evidence of habitability of or financial
abitity to complete the project, sufficient
propesty interest in project to allow jts
completion, and permissibility of project
under local ordinance, if any.

Scetion 2810,3—Presale Requirements for
Closing. Prescribes purchase maney
kandling requirements in connection with
lime-share offerings.

Section 2810.4--Specifies conditions for
the addition of g dweiling unit to a time-
share project,

Section 2810.5--Prescribes  when time-
share offerings with dwelling units both in
the state and out of the state will be treated
as an out-of-state subdivision,

Section 2810.6-—Reqguires subdivider to
notify Department of material changes to
time-share projeet for which a public
report has  already  been issued, and
describes  what  constitutes a material
change,

Section 2810.7--Provides that the Real
Estate Commissioner can approve

alternative rights and remedies-—other
than those preseribed by the regulations.—
affording comparable protection to time-
share owners.

Scction 281 1—Requires the sponsor of a
time-share project 1o record a Declaration
dedicating any dwelling urits to the time-
share project and requires certain
provisions therein.

Section  2812--Specifies  standards for
“reasonable arrangements™ in time-share
projects as being those in substantial
accord with Sections 28171 through
2812.10 and 2813 through 2813.8.

Section 2812.1-—Requires  transfer of
control in time-share project to owners
association or to trustee prior to
consummating first sale of time-share
interest in project and provides for sponsor
to reserve commercial use casements under
certain conditions.

Section 2812.2—Requires conveyance of
time-share project dwelling units to trustee
prior to closing of sale of {irst tinte-share
interest and prescribes elements of the trust
instrument,

Section 2812.3—Requires time-share
project sponsor 1o provide security for
payment of assessments as an owner in the
project and specifies requirements  for
sccurity,

Section 2812.4—Prescribes conditions
pertaining to the sponsor’s subsidization of
cost of operating or maintaining a time-
share project operation,

Section 2812.5--Requires covenant by
time-share project sponsor not to
encumber dwelling units after execution of
the Declaration without written consent of
majority of other owners.

Section 2812.6-—Requires the Declaration
in Section 2811 to prohibit partition of the
project by owners.

Scetion 2812.7-Prescribes conditions for
joint time-share and commercial use of
common facilitics.

Section  2812.8-Prescribes {hat &
management ageat shall be employed by a
time-share project pursuant 1o g prescribed
writien management agreement,

Section 2812.9—Allows rental of
occupancy periods to members of the
public under certain circumstances,
Section 2812.10-—Requires time-share
project to be insured against property.
damage and personal injury claims.
Section 2813 —Requires regular meetings
of time-share project owners and
prescribes requirements for such meetings,
unless by the nature of the project this is
impracticable.

Section 2813.1—Specifies members®.
voting rights in time-share preject owner
associations, ’

Section 2813, 2 Préscribes compasition
and clection procedures for governing
bodies of time-share project owner
association,

Section  2813,3—Specifies requirements
for meetings of governing bodies of time-
share project owner associations,

Section  2813.4—Specifies requirements
for regular and special assessments to
defray costs of operating  time-share
projects,

Section 2813.5--Requires dissemination
of certain financial and other pertinent
information t¢ all time-share owners ina
project,

Section 2813.6-—Requires that records of
time-share project owney association be
available for inspectien and copying by
association members,

Section 2813.7-~Specifies procedures and
limits for a time-share project owners
associgtion to discipline its members for
failure to comply with the praject’s
Declaration or rules and regulations,
including absolute forfeiture of an owner's
rights, title or interest in the project in
certain circumstances.

Scction 2813.8—S8pecifies procedures for
amending governing instruments of time-
share projects, ﬁ"f
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