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Changed Extensively

Tightened supervision of salesmen by brokers, more stringent rules for op-
erations of advance fee rental agents, new procedures and guidelines for de-
velopers of large land projects, and initial ground rules for real estate syndi-
cators offering public participations have been provided by an imporrant series
of Regulations of the Real Estate Commissioner, recently adopted.

The Real Estate Law and the Sub-
divided Lands Act give the Commis-
sioner authority to adopt regulations
to clarify, implement, interpret or
make specific the various sections of
these laws. Fhe Administrative Pro-
cedure Act requires that public hear-
ings must be held in connection with
any changes in official regulations,

Frequently regulations are adopted
when there are changes in the law,
and policies and procedures must be
established to carry out their intefit,
This is the case with regulation Arti-
cle 12.5 relating to AB 1214, the
Land Projects Act, and Article 23 re-
lating to AB 2000, the Real Estate
Syndicate Act. Both are discussed
briefly below, as are other regulations
not necessarily promulgated in con-
nection with recent legislation, Those
changes summarized here and pre-
ceded by an asterisk, went into effect
January 2, No asterisk means an
effective date of January 11, 1970.

*Amended was Section 2700 to up-
date addresses of offices of the De-
partment of Real Estate.

*Added was Section 2725 to pro-
vide that real estate brokers shall re-
view and initial real estate agree-
ments prepared and/or signed by
their salesmen, with provision for
delegation of authority under speci-
fied circumstances.

*Amended was Section 2752 to

(Continued, Col. 1, Page 8§95)

GO DIRECT

Your license transactions will be
expedited if you mail directly 1o
the Department of Real Estate, 714
P Street, Sacramento 95814, Branch
offices do not maintain bank ac.
counts so they cannot accept cash.
H you need o particular form, cafl
the local DRE office and it will be
moiled to you.

Subdividers May Reproduce
Subdivision Public Reports

Cognizant that delay of even a day
or so can cause subdividers serious Joss
in time and moncy, the commissioner
has taken steps to facilitate issuance of
public reports by permitting subdi-
viders to reproduce their own reports.

Not only has the new policy been
well received by the subdividers as a
time saver, the department will bene-
fit by substantial savings in printing
COSts, cte.

When a subdivision is filed, the
subdivider is notified that when all is
is in order, the department will fur-
nish him with the original public re-
port from which he may reproduce
his own copies. He, in turn, notifies
the department of his intent to pick
up the original public report or have
it mailed to him at a given address,

(Continued, Col. 2, Page §90)

Proper Real Esiéte
Trust Fund Record
Keeping Is Essential

The fiduciary responsibility of a
real estate broker makes the selection
and maintenance of adequate trust
fund records absolutely essential.
Without exception, he must keep a
true record of all erust funds passing
through his hands. Such records must
disclose in businesslike fashion all per-
tinent information concerning trust
fund transactions.

A recent DRE monthly report read
in pare, . . 175 trust account exam-
inations and investigative audits were
completed. Violations or items of
noncompliance were reporeed in 120
of the audits. Funds improperly
handled ran to §76,938 . . .” 'This
type of report exemplifies why the
compmissioner has accelerated his pro-
gram of examination and inspection of
records throughout the state,

As reported in previous Bulletin
articles, this is basically an edueational
program to acquaint licensees with the
requirernents for proper and accurate
recordkeeping and their other obli-
gations in handling eruse funds, The
program becomes regulatory in natare
only when there is evidence of a pos-
sible shortage of funds or some other
violation of law or when a complaint
investigation is underway involving
possible mishandling of moneys. Then
a complete audit is conducted.

This is illustrative of the difference
between an examination or inspection
and an audit, The law (Section 10148,
B. & P. Code) provides that a real
estatc broker must retain for three
years copies of all lstings, deposit re-
ceipts, canceled checks, frust records,

(Continued, Col. 1, Page 892)
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Disciplinary Action-—October 1969-December 15, 1969

REB--Real estate broker RES—Real estate salesman REG—Real estate officex
RREB-—TNestricted real estate broker RRES-—Restricted real estate salesman  REC—Real estate corporation

NOTE: A list of actions is not Eubhshed in this Bulletin until the 30-day pexiod allowed for court appeal
has expired; or if an appeal is taken, until a final determiration of the court action. Names of persens to
whom licenses are denied upon application are not published.

Licenses Revoked From October 1969 to December 15, 1969

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

*Sentinel Realty Co. {(REC) ... 2613 “l’. Manchester Blvd,, Ingle- 7/ 1769 10130, 10177(d) (D) (I}
WOOoC

John Richard Williams IV, Pres.
(Right to RREB License on ttrms and conditions)

*Williams, John Richard IV (REOY .o . cneiei o ... 77 1769 10130, 10177(d) (D)
Pres., Sentinel Realty Co.
{Right to RRJEB license on terms and conditions)

*Valenting, Carrie C. (RES). . 1717 N. Long B'ch Blvd., Compton 9722769 10176(1), TOL77(f) (3}

Hatten, Ben Sirapson (RESy. ...~ 212 Union Ave,, Los Gatos ... 10/ 2/69  10177(d), 11010, 11318.2
(nght to RRES license after 6 months on terms and conditiong}

Mumbower, Richard (REB)Y{RES). 16696 Cypress Way, Los Gatos.... 10/ 2/69 }8{;;{3;,{})1010, 11018.2

Woodfield, Alan George (RES).__. 672 S, La Fayette Park PL, L.A... 10/ 6/69

Billings, Dennis Clate (RES}...._. B4R W. Holt Ave., Pomona.. ... 10/ 7/69  10177(6) {1)

Petry, Paul C, (REB). ... . 1906 E, Rosecrans Ave., Compton.  10710/69 101760, 101727 )
dba Potry Realty
(Right to RRE B license after 20 days on terms and conditions)

Tield, George (REBY ... .oeoen... 4601 Geary Blvd., San Francisco. . 10713769 101762) (i, 1017740)
{Right to RRI 18 Ticense afier 6 mouths on terms and conditions)

Buckner, Wilson Frvin (REB).__.. 1717 N. Leng Beach Blvd,, Comp- 30/17/69  10176(1), 10177¢) (§)

ton
(Right to RREDB Jicense after 45 days on terms and conditions)
Korbar Harry (REBYREQY(REC). 2522 Sepulveda Blvd., Torrance...  10/17/69  10176(x) {d) (), 10177(0) ()

res., M I P Invest. Corponnoo. 2603 W, 2315t St., Torrance
Pres., Korbar Realty. . ooooooo0 Det Amo Finapeial Ctr., Union
Bank Tower, Torrance
Bath, James A, {RES).. - 9029 Leedy Ln, Fair Qaks....._. 10/20/69 10176(9) (i}, 10177¢) ()
Blomn William (R1E B)(R o 5624 Laredo Rd, Riverside_...... 10/21/6%  10177{b} (f)

Igmt.

Asst. Vice PPres., Universal 2

Serv., Inc.
{Right to RREB heense alter 6 months on terms and conditions)
]"‘onmixu_:;s Jack Bisby, Jr. (REB) 1425 Ocean Ave., San Franciseo... 10721769 10348, 1017744 (1) (3} 2830

(Right to RREB heense after 6 months on terms and conditions)
Babin, Norbert 8. (REBY. ... 756 Sacramente St., San Francisco  10/22/69 10145, 10176(c}, 10177(d), (£); 2832
dba Landry C. Babin Co,
(Right to RREDB license on terms and conditions)
Spiclmany, Joan icia (R E;) . 5536 Lake Murray Blvd,, La Mesa.  10/21/69  10177¢b) ()
Artavia, Joel (RE meneeunae - 1263 Madison Ave., £l éa;on ..... 11/ 4769 10145, 10148, 10177(d) (f); 2830, 2832
dba lhc Ritcw'\y Ca,
(Stayed for 2 years on terms and conditions)
Biglow, Howard Louis (REB). ... 302 L. Rowland Ave., Covina..... 11/ 5/69 10176¢d) (g) (i), 10177(3)
dba Montclair Mortgage Co.
{Right 1o RRIDB license after 45 days on conditions)
Covn(lRtllx(\“:urcd Mortgage Co., Tnc. 302 K. Rowland Ave, Covina_.... 11/ 5/69  10176(d) (g} (i), 10177())

Howard Louis Biglow, Pres. (REQ)
(Right to RIRER license after 45 days on conditions)

Rudolph, Maxwell Alonzo (REB)__ 8530 Wilshire Blvd,, Beverly Hills. 11/ 5/69  10177(b) )
{Right to KRS license on terms and conditions)

Pierce, Lewis (RIS} oo vn o . Willotta Ranch, Suisun_ ... .. . 11/13/69  10177(b)
{Right 1o reinstatement of salesman heense revoked)

Shaw, James Frnest (R¥ES) ... 4100 Broadway, Sacramento. .. ... 11/13/69 10177 (b)
(Right 1o RRES license on terms and conditions)

Hammond, Matthew Henry (REB). 347 L. Toyonal, Crinda. . .._.... 11/18/69 10145, 10176(e} (i), 10177{d} (f}
(Right to RRIE license on terms and conditions}

Kosieris, Andrew Jchn (REBY__... 777 N. First 8¢, San Joseu.ooaoo. 11/18/6%  10177(1)

Kelly, Denver &, (REBY. ... .. 26605 AMission Blvd Hayward..._  11720/69  10176(a) (i), 10177(f) {i)

dba Haynobt Realty I \changc
{Right to RREDB license on terms and conditions) .
Coffey, Jevame William (RIZB). ... 1076 8, Monterey St., Morgan Hill  11/22/69 10130, 10139, 10176(e) (i), 10177(d)

D 0
Howell, Doyle Clinton (RES}. ... 534 §. Glendora Ave,, West Covina.  11/25/69 10130, 10137, 10176(1), 10177(d) () (i)
Ka )smc\'f. Arnold (REB}......... 4322 W. 1218t St Hawthorne. ... 11/25/69 101?6(1) ), 10177¢6)
J 1]{- Arnold Realty
Brcdkm erry Bruce (REB)______ 4638 Balboa, Fremont. . oo.oooue. 1274 9769 10177(b)
(Right 1o RREB license on terms and cond:tlons)
Pitman, Lawrence, Jr. (RES)_._. .. 2220 Watt Ave, Sacramento...... 12711/69  10176G), 10177(3)

* Not previously reported.

SUBGIVIDERS MAY REPRODUCE SUBDIVISION PUBLIE REPORTS

{Continued from: Col. 2, Page §89) “2795. ... The copies of the public
He returns the original copy of the  report shall be those prepared by the
report along with a designated num-  Rea] Estate Commissioner; provided,
ber of copies within 10 days. however, that exact reproductions

If the subdmdel. does not elfzct to may also be used. Such reproduc-
reproduce the public report, he is told ; .
) ; . ' tions must use the same size of type
the usual number of copies will be re- N .
as is used for the copies prepared by

produced in Sacramente and for- .
warded to him. the Commissioner, and a sample of

The following is an excerpt of the  such reproduction must be filed with

applicable regulation: the Commissioner prior to use . . . .



Licenses Suspended From October 1969 Through December 15, 1969

Name Address

Lffective date Violation R.E, Law/Regulations

*Spores, George William (REB) ___ 20 1 St., San Ralac)

*Hackius, Phillip Eugene (REB) 14706 Deiano St., Van Nuys_..._
(REC)

Vice Pres., Golder West Invest. Corp, (REO)

*Weleh, Clinton Wiiliam (RIB).__ 59 Vancleave Way, Oakland
*Romaine, William John (RREB) _ 2367 Carquinez, B Cerrita_ __.__.

Hatten, Ben S.:'xnpsom,,”,-.‘-_._. - 212 Unien Ave., Los Gatos

{Right 1o reinstate revoked RES suspended)

,,,,,,, 10/ 2/69

GA8 /69 10475
Indefinitely
9 2769 10475

Indefinitely
______ 9711769 10475
Indefinitely
10156.7
indefinitely
10177¢d)

6 months

White, Paul Raymond (REB)..... 1050 Broadway, Burlingame_. ... 10/ 6/69 10148, 10177()
Pres., Paul White, Inc, (RIEQ) .. 1816 Castenada, Burlingame__ .. .. Indefinitely
(Al but 10 days stayed on conditions)

Bower, James Allen (REB). ... _ 1213 N. Highland, Hellywood. .. .. 10/ 7/69 10162, 10165, 10177(f)
dba Allen Realty Co, 15 days

Ceballos, Arthur (RREB)......__. 21 Virginia Ln., Coneord ... .._. 10/ 7/69  10177{k}

15
Willlamson, John Alden 1T Eﬁt%g . 3447 Stevens Creek Blvd,, Santa 30/ 9/69

fara

Pres., California Plan, Ine, ... 1882 Colleen Dr., Los Altos
.......... 10/15/69 10473

(Last 15 days stayed for one year on conditions)

Fanning, Homer Cleo (RIS8)__ . __ 335 32nd St., Richmond
Whicher, Thomas Ryan (RIES) .- .. 1.0O. Bex 325, Pollock Pines

(Renewal right suspended)

Tice, Richard Howard (REB). .. .. 1752 Jrd S1., Napa_ ...
{(After 30 days remainder or any portion thereof may be stayed on

canditions)

Starling, Kenneth Floyd (RRES)_ . 136 Gilman Ave., Campbell.._..__
Caleman, Ashton Jerome (REB)... 4306 Crenshaw Blvd., Los Angeles

dba Data Agency Realty

Hohnan, Dwayne Ellis (REB)._._. 19703 Rowan Ave., Rialto

dba Security Real Istate Co.

,,,,,,,, 10/21/69
o 30 days
MeCullough, Frances H, (REB). .. 608 W. 4Gth St., 8an Bernardine. . 10721769

days
10176(a), 10177{g)

days

Indefinitely

,,,,,, O/15/69  10i77(b)
180 days
wemmeean L0/19/69 10162, 10177(d); 2754
220 days
10720069 10475
Indehnitely
10/21/69  10177() (5}

& months

10177(1) )

10177(b) ()
90 days

Yeakel, Gary Robert (RIES).. ... 3954 Conejo Dr., San Bernardino.. 10 211/69 10176(a) (i), 10177¢8) €3)
days
Powers, John Prancis {REB)..__ 980 Woodside Rd., Redwood City.  10/22/69 10177,
{Permanently stayed) 30 days
Coliee, Wilkiam Tee (RREB)...... 6676 . 14th St., Oakland.. ... ... 10724769 10156.7
Indefinitely
Ferris, Gertrude Loulse (RES) ... 815 Parklin Ave., Sacramento___ . . ](0({2(]8/69 10177(b)
50 days
Wackerly, L. Beatrice (REBY___.__ L1190 35¢h Ave., Sacramento._ ... . 10/28/65 10162, 10177(d)

(After 30 days, remainder or any portion thereof may be stayed on

conditions}

192 days

McCartin, William Mdward (REBY. 722 Park Cu, Santa Clara. ... .. 117 169 10177(h)
dha Village Associates. .. ... _ 316 State St.. Los Ahos._ . _. ... 60 days .
Holland, Orab 2. (REBY.__...._. 455 B8, Galtoooo ool 11/ 3/69  10176(c) (1), 10177(d) ()
(Stayed for 2 years on conditions) 60 days
Tkeda, Lee Ryotaro (REEBY ... ... G40 Avastradero Rd,, Palo Alo_ ... 11/ 7/6 10475
Indefinitely

Britten, James Craig (REB)______ 767 14th Ave., Menlo Park
Hurst, Darwin Vietor (REB)Y (REQ} 9465 Wilshire Blvd,, Beverly Hills.  11/18/69

. 229 8. Rodeo Dr., Beverly Hilis
833 South St., Long Beach

Pres., Forsight Rea
{Right to reinstate R

fl)tr Orp.
Graham, Maynard Keith (]_{-]E

....... 11/20/69

11/14/69  HM78

Indefinitely
10177(b) {0
30 days

10177(b) ()

(Stayed for anc year on conditions) 15 days .
Raymond, Marjorie Veryl (REB)_. 499 K. Rowland Ave., Covina... .. 11/20/69  10176{d) (g) (i), 10177(8)
dba La Deb Mortgage Co, 30 days )
Raymond, Donald Earl (RES)..... 499 L. Rowiand Ave., Covina..... 131({210/69 101764d) {g) (1), 10L77(f)
days
Pell, Bobby Leon (RES)...... .. 9339 Rose, Bellflowere oo . .. }316/218/69 10137, 10177(d)
days
Morvison, Grant Fugene {RIZB) ... 28480 Mission Bivd., Hayward.. .. 12/ 4769 10177{d)
(Right to reinstate RES).._._ ... 35000 Perry Rd., Union City 60 days
Mumbower, Ronald Edward....__ 1119 Hollyhead Ln., San Jose. ... 12/ 4769 10{77{d)
(Right 1o reinstate RI%8) 60 days

* Not previously reported,
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Advance Fee Operator Attempts
Circumvention of License Law

A fine of §100 was levied against an
advance fee operator by the Munici~
pal Court of San Diego County re-
cently for engaging in the real estate
business without being properly li-
censed, e was charged with three
counts of violation of Section 10130
of the Real Estate Law, which defines
activities for which a real estate l-
cense is required.

Due to mitigating circumstances,
§75 of the fine was suspended; how-
ever, the defendant was placed on
probation for two vears on condition
that he “not engage in real cstate
without a proper lcense.”

The commissioner’s deputy who in-
vestigated the defendant’s business
affairs found that he had offered his
services for obtaining loans to be se-
cured by liens on real property and
collected fees for his services in
advance.

Prior to filing a complaint with the
district attorney’s office, the commis-
sioner issued a desist and refrain order,
a regulatory measure in which he
ordered the violator to refrain from
engaging in activities requiring a real
estate license until he obtained such a
license.

Under Section 10139, a person act-
ing as a real estate licensee without
a license, upon conviction, may be
subject to a fine of not to exceed
$500, or by a county jail term not to
exceed six months, or by both fine
and imprisonment. If acting as a
corporation, the maximum fine can-
not exceed $5,000,

NO EDUCATIONAL REQUIREMENTS FOR SALESMEN APPLICANTS

Contrary to rumors based on mis-
understanding, the applicant for real
estate salesman license does not have
to meet any educational requirements
under present law, He need only be
at least 18 years old and of good repu-
ration.

After he has qualified by examina-
tion and he becomes employed—
what then? It is still not mandatory
for him to take advantage of educa-
tional opportunities, but doesn’t he
have a better chance to become rea-

sonably successful with knowledge
and perspective to be gained through
the successful completion of real
estate courses? Successful practitioners
agree that experience alone is not
enough.

Here is a list of real estate courses
which are offered at most community
colleges, some state colleges and uni-
versity extension campus programs:
real estate principles; real estate prac-
tice; legal aspects of real estate I;
legal aspects of real estate II*; real

estate finance; real estate appraisal I
(residential); real estate appraisal 1%,
and real estate economics.

The salesman who intends to make
a career out of the real estate business
should strike a professional attitude
carly—and the information to be gar-
nered in these courses involves the
fundanentals of the vocation. Buyers
and sellers are becoming more sophis-
ticated and they are quick to detect
the salesperson who is not knowledge-
able and reject his services.
* Available f21l 1970
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| Proper Real Estate Trust Fun

Records Must Be Made Availahle

For Examination and Inspection
{Continued from: Col. 3, Page 883}

and other documents executed by him in comnection
with any transaction for which a real cstate broker li-
cense is required. Records for transactions involving
loans under the real property loan Jaw or security dealer
rransactions must be recained for four years, After notice,
these books, accounts, and records must be made avail-
able for examination and inspection by auditors or dep-
uties or other designated representatives of the Real
Estate Commissioner and upon the appearance of suffi-
cient cause, the real estate broker’s records are subject
to audit without further notice.

One difference between the examination ox inspection
and the audit is the notice which must be given before
an examination or inspection. From a practical stand-
point, the auditor calls on a randomly selected office of
a licensee. e explaing the purpose of his visit and in the
majority of cases, by mutual agreement, this constitutes
the required notice and the auditor proceeds with his
examination and inspection. However, if for some
reason it is not convenient for the broker to have his
records inspected when the auditor first calls upon him,
an appointment is arranged for a future date and time.

There also is another practical difference between an
examination or inspection and an audit. During an exam-
ination and inspection, the auditor will spot check the
flow of funds in a few ctransactions and normally will not
be at the broker’s office for more than three hours, An
audit is a complete check of all transactions over a given

“period of time and may require up to a week or even
more to complete.

Broker Refuses to Submit Records

Recently in the bay area the commissioner suspended
a broker's license for viclation of Section 10148, B, & P,
Code. The broker was scheduled for a trust account
examination. After receiving due notice, he refused to
present his records for examination. A formal action fol-
lowed, and as a resulc of the hearing, his broker license
was suspended indefinitely, with all but 10 days of the
indefinite suspension stayed providing he made his books,
accounts and records available for examination and in-
spection by the commissioner’s auditors. The broker’s
license privilege was restored when he permitted his rec-
ords to be examined.

Brokers should realize that the comumissioner is acting
within the framework of the real estate law, and they
cannot vitiate his right to enforce Section 10148 relating
to the examination, inspecting and auditing of their
records,

Trust Fund Bank Account

in order to decide what records must be maintained,
it.is easier to separate trust funds which go into a trust

fund account from those which do not. In a limi
namber of circumstances a broker must deposit funds
directly into escroww.

For instance, a2 broker who is in the business of buy-
ing and selling notes secured by liens on real property as
defined in Section 10131.1 of California Real Estate Law
must place all purchase funds in such transactions in a
neutral escrow depository, as must a real property securi-
tics dealer. When a licensce is acting as sales agent in a
subdivision the impound requirements under the subdi-
vision law prevail.

These required escrow depositories are the cxception
and general real estate brokerage is governed by the law
provision requiring the broker licensee who does not
immediately place all funds entrusted to him by his
principal or others in a neutral escrow depository or in
the hands of his principal to maintain a trust fund ac-
count with some bank or other recognized depository
and place all such entrusted funds therein upon receipt.
Therefore, according to the Real Istare Law, it 1s not
mandatory for a broker to maintain a trust fund account
or place funds directly into escrow except in the circum-
stances mencioned.

However, a prudent and responsible broker should
keep in a special bank account, separated from his own
funds, moneys coming into his possession in trust for
other persons. Ac this point, it Is also well to bear in
mind that the California Insurance Comunissioner :
quires insurance trust funds be kept separate from othes
funds. This precludes deposit of insurance fund collec-
tons and real estate funds in the same “trust account.”

Trust Account Withdrawals

The regulations of the Real Estate Commissioner (Sec-
tion 2834) specify the conditions of withdrawal from a
trust fund account. The real estate broker must be desig-
nated as trustee of the account, and all orust fond ac-
counts must provide for withdrawal of the funds without
previeus notice. Withdrawals cannot be made excepting
on the signature of the broker or upon the signature of
one or more of the following persons when authorized
by the broker:

1. A salesman in the broker’s employ;

2. Any corporate officer of a corporation licensed as

a broker;

3. Any unlicensed employee, provided such employee
is covered by a fiduciary bond indemnifying the
broker against loss of money or property by act
of such employee in an amount sufficient to cover
funds or property held in trust.

Even though the broker may delegate the authority to
withdraw trust funds or by other methods handle trust
funds, he cannot delegate his accountability under the
statutes. The mere fact of the employee’s irresponsibilitw
or negligence does not relieve the broker of complias
with the law,



Although the law requires a fiduciary bond only when
the broker has authorized an unlicensed employee to
withdraw funds from the trust account, as a further pro-
tection for his principals as well as himself, the broker
may decide to bond anyone he authorizes to withdraw
moneys from the trust account. As added protection
some may bond, or otherwisc insure against negligence
or fraud, sales people and anyone else who may handle
trust funds even though they are not authorized to
withdraw from the trust account,

Why a Trust Fund Account?

In any discussion of trust funds, it is necessary to as-
certain the legal reasons for the trust account, Basically
it is set up to separatc trust moneys from a broker’s
moncy in his own general account so that they will not
be commingled. But the Jegal theory of a trust account
as opposed o a general account containing the broker’s
own funds and those of his clients goes far beyond that
consideration.

One important difference goes to the consequences of
legal action which might be taken against the broker.
It is possible his general account could be tied up duy-
ing the course of the legal action by a writ of attach-
ment filed against the account. If the trust account is a
true trust account, a possibility of attachment should
not even be a concern, but even if a broker has a sepa-

te trust account, if it is not in fact a true trust account,
wme money of his clients could he “frozen” during a
legal battle. If the broker should become incapacitated
or die, the same thing could happen to clients’ funds
during probate.

‘There is one other major advantage for clients. The
general counsel of the Federal Deposit Insurance Corpo-
ration in an opinion in 1965 held that funds of various
owners which are placed in a custodial deposit in an in-
sured bank will be recognized for insurance purposes to
the same extent as if their names and interests were dis-
closed on the records of the bank, provided the account
is specifically designated as custodial and the name and
interest of ecach owner in the deposit is disclosed on the
depositors’ records.

To sum up, if a broker maintains a true trust account
and has accurate records, his clients’ funds arc better pro-
tected from attachments and probate retion. If the funds
are attached they would be released more readily with
proper records and a true trust account, Also cach client
1s insured up to $15,000 by the Federal Deposit Insurance
Corporation, Strictly speaking, a true trust account
would be one which not only was labeled a trust ac-
count but which named the broker as a trustee and one
which contained only funds of clients.

It is sometimes difficult for rhe broker to abstain from

having any of his funds in the trust fund account,
sely for two reasons. First, many banks have a service
cnarge. To cover this contingency, the broker is per-
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mitted to have not more than $100 of his personal funds
in a trust fund account for the sole purpose of covering
the bank service charges. Even though this is permitted,
it is preferable for a broker to make arrangements to
have the bank charge the broker’s commercial account
for trust account service charges. Most banks will do
this. Sccondly, from time to time, brokers have earned
commissions in their trust account. Brokers are urged to
transfer any earned commissions to their general account
promptly. Sometimes it is not practical to transfer im-
mediately earned commissions. Farned commissions may
remain in the trust account for a period not to exceed
30 days.

Property management brokers have pointed out an-
other problem in trust account management when a
broker is involved in a large property management busi-
ness, It becomes awloward for him to cransfer maoneys
from the trust account to his general account in order
to pay bills on property he is managing. Therefore, he
is allowed to draw checks against a specific rental col-
lection i his trust account to pay bills incurred in con-
nection with a property he is managing when he has
authorization to pay the bills by a written management
agreement. He may not pay bills out of his trust account
in anticipation of rental collections, In such cases, pay-
ment should be made from his personal or business ac-
count which can be reimbursed after he has deposited
the rental collections in his trust account. He should
never pay his personal obligations out of a trust ac
count even if they are drawn against earned commis-
sions. For instance, if he wants to pay the rent on his
office or eleciricity charges and has earned commis-
sions in his trust account, he should transfer the total of
the commissions to the general account and then pay
the personal obligations,

Trust Fund Records

As discussed above, the broker in order to protect his
clients must have a true trust account and must maintain
records to show to whom the money belongs in that
trust account. The first phase, the true trust account has
been covered. The necessary records to protect clients’
moneys is the second phase. The Regulations of the
Real Estate Commissioner (Section 28313 spell out rec-
ords which must be maintained for both trust funds
which go into a trust account and trust funds swhich
do not go into a trust account.

In connection with funds which go into a trust ac-
count, the records must set forth in columnar form the
date funds are received, from whom received, and the
amount, The records must also show the date of the
deposit and check number or date of related disburse-
ments. Finally, they must show the daily balance of the
trust bank account.

In addition to these records, for all transactions in-
volving moneys deposited in the trust account, the

(Contined, Col. I, Page 894)
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Reorganization Plan Implemented by Commissioner

In keeping with his policy to increase steadily the effectiveness and efficiency
of departmental operations, Commissioner Smith recently announced the pro-
motion of Thomas J. Nolan to the post of assistant commissioner, Headquarters
Subdivisions, as part of a move to strengthen administration and enforcement

of the Subdivided Lands Act.

Nolan, a 23-ycar veteran in state
service, will be responsible for state-
wide uniform preparation of subdivi-
sion public reports by the deparc-
ment’s three regional offices handling
subdivision filings. In addition, he is
administering the state’s stringent law
applying to out-of-state subdivisions.
Richard B. Carlson has moved up to
replace Nolan as chief deputy, Head-
quarters Subdivisions.

Willlam H. Wall of the Los An-
geles District Office was promoted to
chief deputy of the Southern Regula-
tory Area subdivision section in Los
Angeles. John Lazur, chief deputy in
charge of the San Francisco District
Office, has taken over the adminis-
tration of the Northern Regulatory
Area subdivision section in San Fran-
cisco.

George IL. Dunn was promoted to
the post of chief deputy in charge of
licensing and accounting and will be
responsible also for the upcoming
changeover to a computer system for
handling most of the department’s
recordkeeping. Dunn has been in state
government for 32 years,

Richard Nicholls, deputy in charge
of the San Diego District Office,
moves up to the position of chief de-
puty and, based in Sacramento, will
be directly responsible for coordinat-

ATTENTION SUBDIVIDERS!

If you have a subdivision en
which a public report has been is-
sued and the subdivision involves 50
or more unimproved lots, the tfract
may be considered a fand project
as defined by Section 11000.5 of
the Business and Professions Code.

This section became effective Jan-
vary 2, 1970 and, in order fo de-
termine whether you are complying
with current law, you should con-
tact the nearest office of the De-
partment of Real Estate.

ing the department’s education and re-
scarch program, John A. DiBetta of
the Los Angeles District Office was
promoted to chief deputy and trans-
ferred to San Francisco in charge of
that district office. Richard Ranger,
formerly stationed in Sacramento, has
been moved to take charge of the
San Diego District Office—a promo-
tion for him,

This partial reorganization is in
line with modern management meth-
ods and longrange planning aimed
at creating an improved chain of
supervision and control of operations.
It pinpoints respoensibility, and blends
with continued efforts to streamline
operations in the interests of better
service to the public and the industry.

REASONABLE SUPERVISION

In an effort to define one area of
reasonable supervision, the Commis-
sioner has adopted a regulation requir-
ing a broker to review all real estate
agreements prepared or signed by a
salesman which would materially af-
fect the rights or duties of the partics
to the transaction, This would include
all listing agreements, deposit re-
ceipts, leases, exchange agreements
and other agreements, or amendments
to agreements, prepared or signed by
a salesman.

These documents must be reviewed
and imitialed by the broker within §
working days of the execution of the
documents or before the close of
escrow, whichever occurs firse. The
initialing becomes evidence of having
seen the document and does not affect
its validity. “Working days” do not
include Saturdays, Sundays, and holi-
days. Although the broker may not
be relieved of responsibility of super-
vision, he may delegate specific au-
thority to review and initial agree-
ments to a licensed real estate broker
in his employ. Similarly, it may also
be delegated to a real estate salesman
who has at least two years full-time
real estate salesman experience during
the preceding five-vear period. The
broker or the salesiman must enter into
a written contract with the employing
broker relating to the delegation.

Since the broker is ultimately re-
sponsible, regardless, he protects his
reputation and his license best by per-
sonally reviewing agreements.

Proper Real Estate Trust Fund Record Keeping Is Essential

(Continued from Col. 2, Page §93)
broker must keep a separate record
for each beneficiary or transaction.
These records also must be in co-
lammnar form and set forth information
sufficient to identify the transactions
and the parties to the transaction. Co-
lumnar information must include the
date and amount of funds deposited,
the date, check number and amount
of each relared disbursement.,

if cach broker who uses a trust ac-
count will keep the above records and
have a true trust account, his clients’
funds will be well protected.

What about trust funds which do
not go into the trust account? Ex-
amples would be instruments which
are given to the broker for delivery to
a third person, such as checks made
payable directly to a title company or
eserow company, personal notes, or a
check representing the sales proceeds
from the title company or escrow
company made payable to the seller.
Such checks or notes which pass
through the broker’s hands and are
held by him for any period of time
for the benefit of a third person are
trust funds. A record must he kept

of these trust funds in colummar form
showing the date, amount and from
whom the trust funds were received
and the date and to whom the funds
were forwarded.

Speeial forms for keeping the above
records are not required. However,
there are suggested forms and docu-
ments which may be used and are
especially adaptable for use in a small
brokerage office. Space will not per-
mit reproducing them, but they may
be found in completed form in Chap-
ter 22 (Trust Fund Records) of the

{Continued Col. 1, Page §96)
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. (Continued from Col. 1, Page 889}
provide that a salesman transferring
from one broker to another shall cer-
tify in writing he has notified the
broker whose employ he is leaving
of his intention, except when that
broker has signed the transfer form
(RE 214).

*Repealed was Section 2771 relac-
ing to signs and their Jocation (signs
no longer necessary).

*Repealed was Section 2771.6 re-
lating to sign requirements for part-
nerships,

*Repealed was Section 2772 relating
to wording of signs.

*Repealed was Section 2775 relating
to filing of complaints,

*Repealed was Section 2776 relat-
ing to investigations of written com-
plaints.

*Repealed was Section 2777 relat-
ing to hearings.

Amended was Section 2790.7 to
provide out-of-state land promotions
shall comply with such provisions of
the Subdivided Lands Act and perti-
aent regulations as the Commissioner
deems applicable to the particular sub-
diviston.

Added was ARTICLE 12.5, entitled
“Land Projects.” (Land Projects Act,
AB 1214, Chapter 763, Stats. 1969).
The article includes the following
added sections;

Section 2819.5 to define “registered
voters”, “builders” and “developers”.

Section 2819.6 to outline accept-
able methods of rescission under Sec-
tion 11024, newly added to the law,

Section 2819.7 to require developer
to furnish purchaser prescribed notice
disclosing right of rescission.

Section 2819.8 to define “Cash De-
posit” by the developer.

Section 2819.9 to spell out satisfac-
tory methods of meeting the require-
ments of Section 11018.6(b), newly
added to the Subdivided Lands Act.

Section 2819.95 to definc “accept-
ance for maintenance” used in Sec-
tion 11018.6(c), newly added to the
statutes.

Section 2819.96 relating to the pe-
riod within which the developer shail

COMMISSIONER'S REGULATIONS CHANGED EXTENSIVELY

report withdrawals by contract pur-
chasers.

*Amended was Section 2840 to
provide alternative forms of Brok-
er's Loan Statements (subject to ap-
proval by the Commissioner).

*Amended was Section 2843 to
specify further limitations on mort-
gage loan costs and expenses.

*Amended was Section 2852 to
specify that (a) advance fee rental
confracts shall reasonably describe
the rental involved; (b) the contract
form shall be filed with the Commis-
sioner prior to use, and; (¢) the name
and address of the “advance fee rental
agent” shall appear on the form,

*Amended was Section 2856 to pro-
vide that an advance fee rental agent
shall not refer a prospective tenant
to a rental listing unless the avail-
ability of the listing has been veri-
fied within the preceding three busi-

ness days.
* # *

Added was ARTICLE 23, entitled

“Real  Estate Svndicate Securities”
(Real Estate Syndicate Act, AB

2000, Chapter 928, Stats. 1969). The
article includes these added sections:

Section 2990 to define terms.

Section 2990.5 to exempt syndicates
qualified under the California Corpo-
rate Securities Law of 1968,

Section 2991 to provide for a per-
mit application form prescribed by
the Commissioner containing all mat-
ters set forth in Section 10271 of the
B&P Code, plus other pertinent in-
formation and documents,

Section 299L.5 to provide for an
application form sritten by the Com-
missioner for a negotiating permit
allowing the offer of real estate syn-
dicate securities before “effective”
qualification.

Section 2992 to provide for a pros-
pectus or offering circular which
should be given to each investor at
carliest stage of solicitation, disclos-
ing all material information relating to
the investment.

Section 2992.5 setting forth a policy

statement regarding application of
regulations to individual situations.
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Section 2993 to cstablish guidelines
for judging reasonableness of compen-
sation of real estate syndicators,

Section 2993.5 to provide syndica-
tor’s promotional interest in profits
should be subordinated. Also outlines
conditions under which such profit
should become payable to syndicator,

Section 2994 to clarify “fair” sell-
mg cxpenses, real estate brokerage
commissions and management fees.

Section 2994.5 to provide that a
syndicator may sell property in which
he has an interest to a syadicate at a
profit, or scll one syndicate to a new
syndicate, when he is involved in
both syndicates, providing the price
is clearly substantiated as being the
fair market value of the property.

Section 2995 rcading: “Ordinarily,
an initial capital investment for a se-
curity interest of less than $1,000
will not be considered fair.”

Section 2995.5 to cnumerate a series
of minimal safeguards in the syndi-
cate agrecment,

Section 2996 to provide that in-
vestor must receive a copy of the syn-
dicate agreement prior to execution,

Section 2996.5 to provide guidelines
for measurement of suitable financial
resources on the part of interested in-
VESTOLS.

Section 2997 to require, in ordinary
practice, a legend condition restrict-
ing transferability.

Section 2997.5 to provide that ap-
plication for written consent of the
Commissioner for the transfer of syn-
dicate securities shall be made on
forms provided by the Commissioner,
who may also require additional in-
formation and documentation,

Section 2998 to provide the irrevoc-
able consent to service of process re-
quired by Section 10287 of the B&P
Code shall be furnished on designated
forms,

Section 2998.5 to provide that
agreements for the subscription to, or
sale of, real estate syndicate securities
shall be made only on forms approved
by the Commissioner, with a signed
copy given to cach investor. Syndi-
cators shall prescrve signed copies of
agreements for three years.

(Continued, Col. 1, Page §96)
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(Continued from Col, 3, Page §95)

Section 28999 to require that ap-
plication for an amended permit or
for written approval by the Commis-
sioner under Section 10297 of the
B&P Code shall be on a form provided
by the Commissioner,

Section 2999.5 to provide that ap-
plications for renewal of permit, or a
change in the rights, preferences,
privileges or restrictions on outstand-
ing securities must be on forms fur-
nished by the Commissioner,

Section 2999.6 to provide that real
estate syndicate advertising should
disclose all relevant facts fairly and
accurately and comply with a series
of specific standards enumerated in
the section.

Editor’s Note: A printing of the
Real Estate Law and the Regulations
of the Real Estate Commissioner is
due early in March, It will be up to
date. Cost: $2, plus state sales tax if
ordered in California.

NUMBER OF LIGENSES INCREASES 5.4 PERCENT

Real estate and mineral, oil and gas licenses issued and in effect as of October
10, 1969, totaled 132,179, a 3.4-percent increase over the 144,365 reported on
November 1, 1968. Of the licenses, 26.7 percent were inactive as compared to
26.2 percent last year. The percentage of inactive licenses has risen steadily
during the last five years from 19.8 percent to 26.7 percent.

There is one real estate license for every 131 individuals in California,
including minors and the aged. If only “active” licensees are taken into

account, the ratio becomes 1 to 186,

REAL ESTATE AND MINERAL, 0iL ARB GAS LICENSES
Issued and in Effect October 10, 1969

Gorporations Partnerships

Brokers Salesmen Branchos Total

Type of ticense | Inactive | Active | Inactive | Active

Fractive | Active

Inactive | Active Inactive | Activo

Real Estate. ... 97 4,349 18 693

8,786 | 48,985 | 31,728 | B7.4B2 | 9,774 | 40,627 {117,489
Mineral,eiland gas. 0 § ] 4 17 L[5 5 DTN 1 17 4%
Total oo __ 97 1 4,385 16 693 | 8,803 | 49,026 | 31,728 | 5462 | 9,775 | 40,644 | 111,535
e e pp e | e At | b i ™ | g iy e \-..-.V-..r' e
Grand total
(Qct, 10, $969). 4,452 08 57,828 86,490 9,175 *152,179
Grand total
(Nov, 1, 1888) _ 4,234 1,088 56,447 82,688 8,880 144,385
Grang total
(Juno 36, 1867} 4,377 1,310 57,171 78,692 9,109 140,850
Grand tota
(June 30, 1966) 4,557 1,646 57,033 88,165 9,658 151,308
Grand total .
{dune 30, 1868) 4,699 1,847 69,691 97,518 11,048 164,755

* The Oct. 10, 1959, total includes 1,847 out-of-state licenses plus 69 out-ol-country licenses,

Proper Real Estate Trust Fund Record Keeping Is Essential

{ Continucd from Col. 3, page §94)
1969 Reference Book. The commis-
sioner urges all Heensees to study this
chapter and to become thoroughly
familiar with Sections 10148 and
10240 of the B. & P. Code and those
sections of the Commissioner’s Regu-
lations having to do with {rust fund
handling and records.

The California Real Estate Asso-
ciation now publishes a looseleaf
binder entitled Real Estate Trust
Fund Records and Requirements
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which includes a limited supply of
forms designed primarily for a small
brokerage office. A supply of these
forms may be purchased from CREA
in pads of 50.

A detailed review of recent formal
hearings involving commingling and
conversion has convinced the com-
missioner and his setaff that some of
the violations could not have been
prevented because they obviously
were intentional acts, but there were
a large segment of the cases which in-

dicated a lack of knowledge or care-
lessness on the part of the licensees
rather than intentional dishonest acts.
A lack of accountability for trust
funds, however, is a serious violation
of law even if it is unintentional. The
coramissioner’s motive for the spot.
check audit and office survey pro-
gram is to help reach a professional
level in trust account record keeping.
This is one of the fundamental pre
requisites in obtaining professiona
status,



