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Real estale licensees should find this summary of 1988 legistation passed by the California Legislature of
particular interest. All statutes will be effective January 1, 1989, unless otherwise noted,

The following brief descriptions of 1988 legislation are intended to alert you to the existence of perinent
changes 1o the law. They are not 10 be relied on as in-depth statements of the law. You should refer to

(he statutes for complete and accurate information,

< Dppa RTMENT SPONSORED

SB 1890 (Seymour) - Chapter 434
Real Property: Subdivisions
Amends Section 102494 of, and adds Section
11000.2 1o the Business and Professions Code.

The bill gives purchasers of undivided interests in
an undivided interest subdivision a three-day right
of rescission.

It also allows the Department to recover actual and
necessary subsistence cxpenses incumred when
inspecting out-of-state subdivided lands for prepa-
ration of a Public Report.

SB 1891 (Seymour) - Chapter 521
Corporate Broker Applicant
Amends Sections 10152 and 10177 of the Business
and Professions Code.

Expands the present authority of the Commis-
sioner to investigate the honesty and truthfulness
of the corporation's officers, and also its directors
and persons owning more than 10% of the stock of
the corporation,

SB 2272 (Vuich) - Chapter 1265
Investigators
Amends Sections 231 and 8003 of, the Financial
Code and adds Section 830.11 to the Penal Code,

Authorizes the Departments of Banking, Savings
and Loan, and Real Estate to designate cerlain
investigative employees to have peace officer
standing with the right of access o criminal rec-
ords, The bill prohibits the carrying of firearms
and the designation authority is discretionary on
the part of the Commissioner.

SB 2521 (Beverly) - Chapter 468
Receiverships: Payment of Costs and Fees
Amends Sections 10081 and 10081.5 of the Busi-

ness and Professions Code,

Limits the liability of the Real Estate Cominis-
sioner to pay the fees and costs of administering a
receivership over the operations of a real estate
broker when the Commissioner is the moving
parly in obiaining the receivership .

SB 2640 (Vuich) - Chapter 1340
Real Estate Brokers: Loan Transactions
Amends Sections 10148, 102324, and 10236.2 of
the Business and Professions Code.

Authorizes the Real Estate Commissioner (o
charge a real estate broker for the cost of a compli-
ance audit if the broker has been the subject of a
final desist and refrain order or final decigion
following adisciplinary hearing involving a viola-
tion of the trust fund handling requirements of the
Real Estate Law.

Tt also requires all real estate brokers who either
arrange loans or self existing sccured notes to
deliver 1o prospective lendersfinvestors a disclo-
sure slatement containing pertinent information
about the prospective borrower and the real prop-
crty securing the borrower’s loan, Finally it pro-
vides a civil penalty for real esiate brokers who
satisly the mortgage loan broker threshold level of
business activity but who fail 1o file a notification
with the Department that they meet those reguire-
ments andfor file other {inancial and business
activity reports triggrered by having met ihreshold
level business activity.

.
" T 'R

ERTY APPRAISALS
AB 3543 (Johnson) - Chapter 179
Appraisals
Adds Sections 1955.13 and 2924.7 o the Civil
Code.

Permits persons performing appraisals of residen-
tial real property and using the uniform report
format of the Federal National Morigage Associa-
tien (FNMA) or the Federal Home Loan Mortgage
Corporation (FHLMC) to call the appraisal “certi-
fied” when the form is completed in compliance
with rules and regulations of the agescy or agen-
cies promulgating the form, and the form is pre-
pared in compliance with current statutes specify-
ing minimum standards for the performance of a
“certified appraisal”.

AD 2484 ({lauser) - Chapter 123
Commercial/Industrial
Cominon Interest Developments
Amends Section 1363 of, and adds Section 1373 to
the Civil Code.

Exempts common interest developmenis that are
zoned commerical or industrial and limited in use
10 those purposes from cerlain provisions of the
Davis-Stirling Common Interest Development
Act

Commissioner
Edmonds Named
1989 NARELLO
Presidenti-Elect

During the recent National Association of Real
Estate License Law Officials’ (NARELLO) An-
nual Conference, which was held in Atfania,
Georgia, the membership of NARELLO clected
California Real Estate Commissioner James A.
Edmonds, Jr. as their 1989 President-Eleet. Thisis
the first time in over ten years that a representative
of the State of California has held this presiigious
position.

Alsohenored at NARELLO’s Annual Conference
wasthe DREseducational video entitled “ Agency
Disclosures in Real Estate Transactions”. This
video, which was developed under contract with
ihe Real Estate Land Use Institute (RELUT) of the
California State University System, received the
NARELLO Outstanding Education Program
Award for 1988,

Other action taken during the NARELLO Confer-
ence included the successful drafling of model
state legistation relating to the regulation of real
cstale appraiscrs. ]

AD 3875 (Bates) - Chapter 430
Limited-Equity Housing Cooperatives:
Subdivision Public Reports
Amends Section 110034 of the Busincss and

Professions Code,

Revises the criteria for exempting limited-cquity
housing cooperatives from compliance with the
Subdivided Lands Law by changing the amount of
public financing to qualify for the exemption o
50% of the construction or development cost or
$100,000, whichever s less. Increases the amount
of development costs that could be contributed by
buyers of memberships in Emited-equity coopera-
tive mobilekome parks to 20%.

AB 4426 (Ferguson) - Chapter 1409
Common Interest Developments
Amends Sections 1355 and 1365 of the Civil Code.

Allows homeowners’ associations 10 deliver 2
summary of the annual budget and financial state
ment 10 all members with a notice (10-point bold
type) that the financial stalcment is available at a

Legislation, continued on page 7
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DiscipLinary AcTioN
June 1988 to August 1988

REB — Real estate broker

RES — Real estate salesperson
PRLS - Prepaid reatal listing service
REO — Real estate officer

Note:

Alistof actions is niot published in this Bullerin until the 30-day period allowed for coust appeal has expired,
orif an appeat is taken on the disciphinary action stayed, until the stay is dissolved, Names of persons to whom
licenses are denied on application are not published.

For Your INFORMATION

The following arc briefl summaries of the numerical code sections Hsted, The full context of the various
sections is found in the Business and Professions Code and the Regulations of the Real Estate Commis-
sioner, both of which arg printed in the Real Estate Law book. The Real Estate Law book is available for
purchase from the Department of Real Estate for $12.50 plus tax.

Business and Professions Code

480(2)
490
10086
10130
10137
10145
10145(a)
10145(4)
10146

10148

10159.5
10162
10563
10165
10167.9(b)
10167.10(b)
10167.1a)

10176(a)
10176(d)
10176{c)
10176()
10£77(a)

01776}
10177d)
101771}

10177(z)
10177(h)
104776

10t77(k)
10177.2

fraud er dishonesty

relationship of conviction to licensed activity
violation of order 1o desist snd refrain

acting without license

untawful payment of compensation

trust fund handling

trust fund handling

trust fund handling

failure to handle advance fees astrust funds orto
fumish verified accounting to principal
relention and availability of real estale broker
Tecords

fictitious name

office abandonment

branch office license requirement

covers varjous violations

non-retention of PRLS contract

failure to refund deposit or portion thereof
referral of unavailable or non-existent rental
propeny

making any substantial misrepresentation
{ailure 1o disclose dwal agency

commingling trust fonds

fraud or dishonest dealing in licensed capacity
procuring & real estate license by misrepresestta-
tion or matenal false staement

conviction of ceime

violation of real estase Jaw or regulations
conduct that would have warranted denial of a
license

negligence or incompetence as liconsee
failure to supervise salespersons

fraud o7 dishonest dealing not in licensed capac-
ity

violation of restricted Jicense condition
mobile home sales vielations

RAEB - Restricted real estate broker

RRES - Restricted real estate salesperson
RPRLS - Restricted prepaid rental listing service
REC  ~ Real estate corporation

10177.5 Judgement of fraud in'a civil action

B0231.2 failure 10 give self-dealing notice

10232.2 failure 10 fite annual MLB reports

11016 failure to file notice of intention to sell or lease
subdivision

11013.2 sale of subdivided tands subject to blankel
encumbrance without compliance with condi-
tions

110182 illegal subdivision sales {sale of subdivision
lots withoul public report)

Regulations

2715 broker's failure to maintain current address
with DRE

2725 futlure of broker to review and initial agree-
ments

23 unauthorized use of fictitions business name

2731(a) faiture to obain DB A ficense

2742 failure of corporate broker to file aticles of
incorporation

2785(a)(10)  unauthorized eamest money refund

2794 failure to provide a public report

2830 failure to maintain wuss fund account

2831 inadequate teust fund records

28311 inadequate irust fund records

2832 faiture 10 comply with specific provisions for
handling trust funds

2832.1 broker’s failure to oblain permission to dis-
burse tmst funds from an account involving
muliiple bencficiaries

2834 trust account withdrawals by unauthorized
person

2950{c) failure by brokertomake escrow records avail-
able for inspection

2972 advance fec accountings

EFFECTIVE  VIOLATION REAL,

NAME ADDRESS DATE ESTATELAW
REGULATIONS
Beauchamp, Robert Prancis (RRIB) 3078 El Cajon Blvd, Ste A, San Diego 872/88 2831, 2832.1, 10145, 1017%d)
Bohnke, Roberta Carlson (RES) 3759 Elco 8t, San Diego 11288 490, 1017
Borelli, Bugene Viclor (RRES) 1763 Bscalante Way, Buslingame 61188 490, 107G
Draga, Anthony Joseph (RES) PO Box 1004, Fontana 1988 10086, 10176{eX g,
10H77(d) ()
Bugg, Edna Louise (REB) 37952 Lavender Conenon, Fremont T725/88 2832.1,10145, 10148,
16176{a}(e}G),
10172 ),
10231, 10231.1
Bukerfield, Shirley fane (RES) PO Box 777, San Migue! 8/29/88 490, 10177(b)
Caltanco, Famela Anne (RES) 27134 Shorewood 1r, Rancho Palog Verdes 67188 490, 10177(b)
City Bord & Mongage Corporation (REC) 3478 Buskidk Ave, Sie 300, Pleasam ki) B/8r88 2831, 2832.1, 10145, 10176{c),
1017Hd)D, 10232.2,10232.25
Cohen, Paul (RES} 6229 Seaside Walk, Long Beach 6/1/88 490, 16177(b)
Decker, Robert Eugene (RIES) 2020 Amold I, Martinez 1418788 10130, 10143, 10177(d)
Doolille, Howard (RED) 4511 Alamo 31, Sin Valley G/14/88 490, 1017(h)

continued on page 3
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EFFECTIVE VIOLATION REAL

NAME ADDRESS DATE ESTATE LAW
REGULATIONS
Farris, Odell Blakley (REB) 6227 Buckler, Los Angeles 8111788 2830, 2831, 2831.1, 2832,
o ) 10145, 10176(e)(i),
101 T7{d)(g)
Flynn, Connie Lee (RES) 1764 Vista Creek Dir, Roseville 7/15/88 490, 10177b)
Fortson, Joha Clark (REB} 1305 Solano Ave, Valicjo 8/i6/88 2830, 2832, 10145, 10176(),
10177(a)
French, Bruce Earl (RES) 106 Ardmore Way, Benicie 1488 450 )
Gabrel, Norbers (RES) PO Box 99452, San Francisco 78188 10137, 101766
Guilbert, Howard Edward (REB) 14973 Lakeshere D, Cleariake £/17/88 2725(a)(b), 2831.1, 2832,
10145, 10176(e}, 10377{d}(h)
Hargaray, Blizabeth Ann (REB, REQ) 1603A Pouglas Blvd, Roseville 7588 ) 1017602}, 10:77.2
Herderson, Robert Forune (RES) 2701 Colony View Pl, Hayward 7/18/88 490, L0177(b) )
Henshaw, Steven (RES) 41 W, Yokuus Ave, Stockien 3/16/88 480, lOl?’:‘(l)(b:)_ '
Hemson, Moble Edward (REB) §36 W Manchester Ave, Los Angeles Tr27/88 490, 10177¢)
Honon, Robent Michact (RES) 1364 Haight 51, San Francisco 6/8188 101776
Hudson, Darryl Ray (RES) 34008 Hieskell Dr, Raymond 823188 490, 10177
Interstate Mongage Company, Inc (REC) 2834 E. Garvey Ave South, West Covina 6121188 17
Johnson, Jimmie Rogers (RREB) 344 N, Towne Ave, Pomena M19/88 EOIP6(3), 101 THD )
Kelton, Leo R, (RES) PO Box 550, Fon Bragg 188 450, 11 770XE
Kennedy, Jerry Allan (RES) 6671 Sunset Blvd, S1e 15848, Hollywood /21188 108 76(a) 5, 10177(1)0_)
Lilley, John Sumnezr RER) 2111 Geer Rd, Ste 610, Tudock T/13/38 10167.9(), 10167.10(b), ]
10167.11¢a), 10167.12()(1),
101766, 10177(d)(j_)(3)
Laovem, Joha Danicls (RES) 524 Mills Way, Golcta 19783 490, 10177(6)
Lowe, Roben Warren Jr, (RES) 40 West A St, Ste 1000, San Diego 18788 490, 16177(b)
Lyach, Stephen Jerome (RES) 2 Adunizad Dr, Unit 371, Emesyville 8/8/88 490, 10177(b)
Marin Financinl Carporasion (REC) Gate 3 Rd Berth 4, Sausslito : 6/27/88 2830, 10145, 10377{d),
10231.2
Murin Mortgage, Inc (REC) Marinship Yacht Harbor, Gate 3 Rd Derth 4, 6/21/88 2830, 10145, 16177(d),
. Sausalito 10231.2
Martin, Mary (REB) 9920 5 L4 Ciencga Bivd, Inglewood T/28/88 2731}, 2950(c), 10148,
Dba: Dunmar Really 10176(a)(3), 10177(a)(j)
Mc Cantt, Eiijeh Mac Jr, (REB, REQ) 3478 Buskidk Ave, Ste 300, Pleasant Hill 8/8/m8 2831, 28321, 10145,
’ ’ 10176(e}, 101 THOD(g)h),
102322, 1623225 )
McCloskey, Joff Charles (RES) PO Box 862, Canmichael 6/21/38 490, 10177(b)
MecLendon, Timothy Kent (RES) PO Dox 693, Windsor 617488 490, 1.0]?7(5:_[
Neville, Ellen B3dith (RES) 615 Templeton Ct, Sunnyvalo T25/8% 28321, 10145, 10148,
101 76(xXc3i),
107D, 10231,
, 102311 :
Mguyen, Hanh My (RES) 2545 B, Chapman, Ste 200, Fullerton 6f1/38 490, 10177(b) N
' Propurty Madkeling Company (REC) 667 Brea Canyon Rd, Ste 24, Walnut 7/28/88 2731(x), 1Q137, 10148,
10177(d)
Ronson Bquity Management Ine (REC) 680 Langsdorf D, Ste 120, Fall 6/14/88 10176(x), HI1THE)
Rooks, Curley Lee (RES) i940A University Ave, Bast Palo Alle B/16/88 .490' 10145, 10E74(e),
’ 10L7Hb)d)
Saghian, Hestsel Kalimi (RES) 11683 Goshen Ave, #105, Los Angcles T Th2/88 490, 103 77(b)
Sanudo, Antonio Gamez (RES) 3657 W Dayton, Fresno TI8/88 10130, 10176{a)(1),
: 10177
Schwei, Mary Jo (RES) 1430 /2 §. Crange Grove, Los Angeles Coss "490(c), 10177(x)
Sena, Julian Ir (RES) 18 Miraleste Plaza, Rancho Palos Verdes 1128788 490, 10177¢)
Shazma, Saroj Suc B, (RES) 1761 Lows Rd, El Centre 713788 1017Hd), 11610, 11013.2,
S FRUES S
Skipper, Cindy Diane {RES) 8536 Kem Canyon Rd, #181, Bakersfield T/15188 490, 11 77(b)
Smith, Cynthia Marie (RES) PO Box 2131, Fair Oaks 118738 10176(a)(3), 10177(j)
Swarthout, Linda Deayse (RES) 2210 Wilshire, #384, Santa Monica 6/16/88 2731{a), 10176(a), 30177(d),
' ' ) 10t77.5
Tan, Young-Chi (RES) 10438 Prune Treo Lane, Cupertino 6/13/88 490, 10I77(5b)(H
‘Tokube, Shigen (RES) PO Box 257, Tahoe Vista TI5/88 480, 101 77(b)
"Tran, Uyen Ngoc (RES) 8563 Locust Dr, Bucns Park 7/19/88 490,10177(6)
Trehan, Manju (RES}) 1924 Bvermont Cr, San Jose T TN4M8 490, IOI?T{b}(f)
Valicy Oak Investment & Loan Inc (REC}  1136A Saratoga Sunnyvale Rd, San Josc T/25/88 28321, 10145, 1614%,
T 10176(2)(e)),
1017Hd){H(g), 10231,
102311
Varela, Luis Femando (RES) 8637 Norwood Pl, Rosemead Hisns 490, 101 77(b)
Walton, David Roben (REB) 12025 Sorrento Vailey Rd, San Diego 6/16/88 490, 10177(b)
Westen Real Estate Marketing Corp {REC} PO Box 2154, Mission Vicjo MBS 10£30, 10176{a}{b)e)(,
1017%d)
Whitney, Bemard (REB) 2005 Gcean Dr, Manhattan Beach 712188 450, 10177(b)
Wilkins, James Dennis (RES) 95 Church $1, #2308, Los Gatay Tii1/88 490, 10177(b)
confinued on page 4,

Lender/Purchaser
Disclosure
Statement

by Larry W. Smith, Manager,
Morgage Loan Activities

Senate Bill 2640, effective January 1, 1980,
amends several sections of the Business and Pro-
fessions Code and adds a new one. This Bulletin
article pertains to Sections 10232.4 and 10236.2 of
Article 5 that deal with protections offered the
lender or purchaser in a mortgage loan type trans-
action,

Section 102324 requires a real estate broker who
acts within the meaning of Section 10131(d) or (¢)
toprovidea lender or purchaser with a specific dis-
closure statement that describes the note and trast
deed being funded or offered for sale, details about
the borrower and other pertinent information of
value to the Iender or note purchaser. Prior 1o this
recent amendment, only brokers who met the
threshold criteria of Section 10232 were required
to provide this disclosure statement, This was a
limited rumber of brokers. Now alf brokers must
provide this disclosure slatement to enders and
note purchasers regardless of whether or not they
meet the Section 10232 criteria, unless another
exemption applies, such as an institutional Yender
or note purchaser (bank, savings and loan, insie-
ance compasy, pension trust, FNMA, FHLMC,
ete.). What this means is that the disclosure state-
ment previously provided to only a relatively few
lenders and purchasers is now to be given 10 prac-
tically all non-institutional lenders and note pur-
chasers. The information in the disclosure state-
ment is provided to assist them in making the -
decision whether or not to fend money or purchase
an existing note. . :

The disclosure statement, known as the Lender/
Purchaser Disclosure Statement, is available at all
DRE district offices for broker use in complying
with Section 102324, .

The new section which was added to Article 5
concemns a broker’s notification to DRE whenever
the threshold criteria of Section 10232 is reached.
New Section 16236.2 reads as follows:

(2) Arcalestate broker whosatisfiesthe criteria of
_ subdivision (a} or (b) of Section 10232 and
“who fails to notify the Department of Real
Estate, in writing, of that fact within 30 days
‘thereafter as required by subdivision (e) of
*"Section 10232 shall be assessed a penalty of
fifty dotlars ($50) per day for each additionat
day written notification has not been received
up to and including the 30th day after the first
day of the assessment penalty. On and after
the 31st day the penaity is one hundred doliars
($100) per day, not to exceed a total penalty of
ten thousand dollars ($10,000) regardless of
the number of days, umntil the department re-
ceives the written notification, :

(b) The commissioner may suspend or revoke the
license of any real estate broker who fails to
pay a penalty imposed under this section, In
addition, the commissioner may bring an ac-
tion'in an appropriate court of this stafe to
collect payment of the penalty. o

Lendexr/Purchaser, continued on page 4
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Lender/Purchaser
continued from page 3

{c) All penalties paid or collected under this sec-
tion shall be deposited into the Real Estate
Fund.

Subdivision (a) and (b) of Section 10232 men-
tioned in Section 10236,2 describes the “thresh-
Id” of business activity which when reached,
triggers notification to DRE. ‘Brokers are urged to
familiarize themselves with Article 5 so appropri-
ate notification can be made if the provisions of the
law are applicable to their business operations.

$100 Personal Funds
May Be Maintained In A
Trust Account

By Paul Markey, Audit Supervisor,
San Francisco Audit Section

The Department of Real Estate allows a broker to
maintain up to $100 in personal funds in a trust
account, This amount is for the sole purpose of
covering bank charges on the account such as
monthly service fees, check printing charges, and
returned-check fees. Trust funds may not be used
1o pay for these charges.

Some brokers have asked DRE to increase the
amount of personal funds that may be maintained
inatrust account, They suggested that the amount
be at least equal to the minimum deposit reqmred
by financial institutions to waive monthly service
fees so that brokers don't incur these expenses.

After giving consideration to the issue, the Depart-
ment concluded that the deposit required by banks
to waive service fees cannot be used as a basis in
setting the maximum amount of personal funds
macmaybemamtamcdmatrustaccount. Sincethe
deposit requirements to waive service fees vary
from bank to bank, ranging to over $5,000, the
Department determined that the maximum amount
would have to be set at around $2,000 - $3,000 10
accommodate ‘many brokers. This amount was
considered not acceptable. A trust bank account
may lose its trust account status and the protections
that come with it if excessive non-trust funds are
maintained in it on a regular basis. Avoidance of
bank service fees is not considered a sufficient
reason to maintain personal funds ina trust account
because of this risk. Such charges are a usual cost
of dong business which a broker must absorb as
part of his or her overhead.

i $100 is insufficient 10 cover bank charges and
fees, it is preferable to make arrangements to have
the bank charge the broker’s commiercial account
for trust account charges,

If personal funds are maintained in the trust ac-
count, the broker must keep a separate record for
the funds as required by Commissioner’s Reguia-
tion 2831.1. Activities affecting such funds must
be appropriately recorded, e.g., increasing the
personal funds deposited (in ro event more than
$100) and paying bank service charges. The bal-
ance reflected on the separate record must be the
correct amount of personal funds remaining in the
{rust account. |

EFFECTIVE VIOLATION REAL

NAME ADDRESS DATE ESTATE LAW
REGULATIONS
Bachman, Karen Lynn (RES) 24238 Hantland $t, Canoga Park 8125788 490, 1017 7(b}
(Right 1o RRES License on terms and conditions)
Badilio, Napoleon Perez (REB) 21495 Mission St, Hayward 8/5788 2715, 2731, 2831, 10145,
{Right to RRES liccnse on terms and conditions) 10159,5, 10162, 10175(e)(3),
10177
Bedell, Ronald (REO) 8031 Linda Vista Rd, #210, Sen Dicge 6/T18 2831; 10145(a)(d), 101 76(e),
(Right to RREB licensc on terms and conditions) 10177(d)
Bewley, Rex Lee (RES) 4583 Yamplighter Ln, Santa Maria T/26/88 10130, :0177(d}
(Right 1o RRES license on terms and conditions)
Bleck, James Kar] (REB) 1826 Wesicliff Dy, #233, Newpont Beach 8125138 490, 10177b)
(Right to RRES Yicense on terms and conditions)
Brown, Mitchell (RER, REQ) Marinship Yacht Harbor, Gate 3 Rd Berh 4, 627128 2830, 10145, 10177(d),
Off — Marip Financial Corporation Saugalito 10231.2
OIf - Marin Mengage, Inc .
{Right to RREB license aficr 90 days on terms and conditians)
Citadel Property Menagement Services Inc (REC)
1920 E. §7%h St, Ste 220, Santa Ana T7/19/88 16177(d)
(Right to RREC license on terme and conditions)
Deaten, Carolyn 1, (R¥B, REQ) 19836 Ventura Blvg, Woodland Hills 5188 10177(h)
(Right to RREB License on torms and condisions)
Doty, Robort Alvin (REB) 575 Main 84, Ste C, Templeton 7/13/88 10177.5
(Right 10 RREB license on terms and conditions)
Estrella, Karen Elizabeth (REB) 7919 Pebblebeach Dy, Citrus Heights 7/15/88 16177(5)
(Right to RREB license: on: terms and conditions)
Freedom D & R Realty Inc (REC) 1615 N Trench 8t, Ste 2034, Santa Ana 6/16/88 480(2), 101764, 10077(DG)
(Right to RREC license after 90 dxys on terms and conditions}
Gomez, Felix (REB) 219 N'Buclid Ave, Upland $£30/88 2830, 2832, 2832.1, 10145,
(Right to RREB licenise on terms end conditions) 10177{d)
Hidjian, Farrokh Fred (REB, REO) 18340 Ventura Blvd, $to 206, Tarzana 10/1/87 490, 10177{b)
(Right 1o RREB license on terms and conditions)
Hali, Christopher Byron (RES) £400 Ojai Rd, Santa Pauls 68188 490, 104 77(k)
(Right to RRES license on terms and conditions)
Hunter, Robest Grant (RES) 30503 Titian Dr, Coarsegold 588 101 76(a)(0(i), 10177}
(Right to RRES license ott terms and conditions)
Irvine, Jean (RRIIS) 5382 Catowba Ea, Ervine . 8nse 1017740
{Right to RRES licensc on terms and gonditiens)
Karasek, Lynne Edwina (RES) 11622 Gorlam fve, #2, Los Angeles 6/16/38 490, 10177¢b)
(®ight 10 RRES license on terms and conditions)
Kashifi, Shahram (RES) 506 Walden Dr, Beverly Hilis 5/26/43 490, 101770y
{Right to RRES Yeense on torms and couditions}
Kelly, Kemper George (RES) 4684 Qakwood Pl, Rivesside 8/2/88 490, 10172{b)
{Right to RRES license on terms and conditions)
Lile, Pusy Francis (RES) E770 Bl Visu, Arcadia 531088 10E30, 101 TN
(Right to RRES license on terms and conditions)
Minott, George Oliver (REB) 1123 Cloverdale Ave, Los Angeles 8730188 7R
(Right 1o RREB license after 30 days cn terms and conditions)
Newton, Charles G (RES) PO Box 396, Capertino 619588 10137
(Right 10 RRES license on torms and conditions) '
Pacific Horizon Propenties Inc (REC) 8031 Linda Vista Rd, #210, San Diego 611188 2831, 16145()(d), 10176{¢),
{Right 10 RREC License on tenms and conditions) 10177(d)
Peiersen, Manin Anthony (RES) 2701 Hobast, Modesto 1288 490, 10177(b}
{Right to RRES license on terms and conditions) )
Phillips, Norman Francis (REB, REO) 27500 Muarguérite Py, 8o 2, Mission Viejo 8/18/88 2834, 2972, 10146,
Off - Western Real Estate Marketing Corporation 10177¢d)(h)
Off - Skyview Realty Inc
(Right to RRES lomse afser 90 days on terms and conditions)
Pini, Daro Louis (RES) 16 W Mission, Ste'T, Santa Barbara 6{16/88 490, 16177(%)
(Right to RRES lictnse on terms and conditions}
Restiva, William Peter (REB) . 1920 E. 17th 81, Ste 220, Santa Ans 938 101 77{d)(h)
(Right 1o RRES Yoense on terens and conditions)
Sals, Deborah K (RES) 235 W Palmyra, #F, Orange 6/1/88 490, 10177(b)
(Right to RRYZS license on terns and conditions}
Sarkisian, Nayri Masal (RES) 455 W Dryden 81, Apt 17, Gkndale 6/8/88 490, 101 77¢a)
{Right to RRES license on terms and conditions)
Schicfex, Lawrenee Thomes (RES) 1110 8 E! Camine Resl, San Mateo 8/5/88 490, 101770y
(Right ta RRES ticense on terms and condilions)
Smith, William Arthur (REB, REO) 11200 Golf Links Rd, Oakland V5i88 10137, 101779(g)
Off —T. F, Associates, Inc
{Right 1o RREB license on torms and conditions)
Snelgrove, Enid Louise (RER) 1007 Honeywood Ct, Santz Pauls 8/25/88 2715, 2731, 10177(d)

(Right to RREB license after 60 days on terms and conditions)

continued on page 5,
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EFFECTIVE VIOLATION REAL
NAME ADDRESS DATE ESTATELAW
REGULATIONS
Swarthous, Bdwazd Erben (REB) 280§ Bevely Dr, Bevedy Hills 21188 10177(h)
(Right to RREB licerte on terms and conditions) i
Usmany, Danic] (REB, REQ) 1615 N French $1, S1c 2034, Santa Ans 6/16/88 48002), 10176(=)(i),
Off — Preedom 1D & R Realty Inc ) 10LTIERG)
(Right to RREB leense afier 90 days on 1erms and conditons)
Victorien Mortgage Service, Inc (REC) 28570 Margucrite Pky, Ste 203, Mission Vicjo  6/16/48 2731, 10130, 10177d)
{Right 10 RREC license on terms and condisions)
Villanucva, Romualdo Lamadrid (RES) 165 El Camino Real, Millbrac 81288 2842.5, 10130, 10137, 10145,
(Right to RRES ficenso on tenms and conditions) 1M 76(e), 1017Hd), 10240
Water, Ronald Cyril REB, REQ} 1340 Encinitas Bivd, Encinitas 6/14/88 10177(k)
Off — Roason Equity Management Inc
DWB Invesiments Enc
(Right 10 RRES license after 45 days on terms and conditions)
Woodward, Pamela Rac (RES) 1853 Denver Ave, Clarcmont £/16/38 490, 1017 T(x}b)

(Right to RRES license on terms and conditions)

EFFECTIVE VIOLATION REAL
NAME ADDRESS DATE ESTATE LAW
REGULATIONS

Denison, Gram Chervingion (REB, REC) 505 Fernleaf Ave, Corena Del Mar 11788 10t37

Dba — Denison & Associsles

{Suspended for 30 days)
Eastern General Finance (REC) 550 § Hill 8, 10ch Floor, Lot Angeles 6/6/8% 2742, 10§78y

{Suspendcd indeSnitely}
Trottey, David K. (REB, REQ) 14831 B Whinjer Blvd, #201, Whittier Ti28/88 1617 ¢h)

Off — Golden Bagle Mongage Company, Inc
(Suspended for 30 days)

EFFECTIVE  VIOLATION REAL

{Suspended for 10 days; Siayed for 1 year on terms and conditions} -

NAME ADDRESS DATE ESTATE LAW
REGULATIONS
American Bankers Monigage Corportion (REC)
519 W Carson St, Ste 204, Carson 6/1728 2715, 2831, 2831.1, 10137,

(Suspended for 30 days; Permanealy sthyed on condition) 10163, 10165, 10177d)

Batcs, Charles Slwood (REH, REO) £1549 Los Osos Vallcy Rd, Sun Luis Obispo 5730188 10177(d), 11018.2, 2794
(Suspended for 10 days; Stayed for 1 year on terms and conditions)

Bonomi, Thomas V (REB, REQ) 108 Manor Dz, Pacificx 6127188 28231, 10145, 10177(d)
Dba — Beiter Homes Realty
Off - Oceana Investments Incorporated
{Suspended for 9 mths.; Siayed for 1 year on terms and conditions)

Chexni, Tony P, H. (RES) 423 N Athantic, #202, Moaterey Park 7128188 10177(h), 11018.2
{Suspeaded for 30 days; Stayed for 1 year on condition)

David Winckler Company (REC) 1451 River Park Dr, Sto 246, Sacramenzo 8128188 10130
(Suspended for 20 duys; Stayed for 1 yeaz on terms and conditions)

Tngel, Steven Charles (REB) 604 Main 81, Cambria 57088 1617H{d), £1018.2, 2794
(Suspended for 10 days; Stayed for 1 year on terms and condilions)

Gray, Gerald Holman (REB) 718 Main $, Cambria 5/30/88 #0177(d), 11018.2, 2794
(Suspended for 10 days; Stayed for 1 year on terms and conditions)

Huang, Jack Ming Shan (REB, REQ) 432 N Atlantic Blvd, #202, Monterey Park T128/88 10:77(b), 11018.2
Off - Regal Rock, Ing
(Suspended for 30 days; Stayed for 1 year on conditions)

'} Jocdan, Ine (REC) 424 N San Mazeo Ave, San Maleo 7/11/88 2831, 10145, 10177(8)

(Suspended for 30 days; Stayed for ¥ year on eonditions)

Kxnotts, Franeis William (RIB) 746 Main $t, Cambria 5r0/88 10177(d), 110:8.2, 2794
(Suspended for 10 days; Stayed for 1 year on temns and conditions)

Knous, Stephen Lester (RES) 746 Main St, Cambria 5/30/88 10177(d}, 11018.2, 2794
(Suspended for 10 days; Stayed for 1 year on terms and conditions)

Koon, Thomas H (REB, REO} 816 Main St, Cambria 5/30/88 10177(d), 11018.2, 2794

Charges For Certain
Follow-up Audits

By Frank Lin, Audit Unit Supervisor,
Los Angeles Audit Section

Under a bill recenily signed into law by the Gover-
nor, the Department of Real Estate will charge real
estate brokers for the cost of a compliance andit
performed as a follow-up to a final desist and
tefrain order or a final decision following a disci-
plinary hearing, when the order or decision found
that the broker had viotated Section 10145 or a
regulation interpreting Section 10145 (trust fund
handling and recordkkeeping requirements). SB
2640 (Vuichy), which becomes effective January 1,
1989, added among other things subsection (b) to
Section 10148 of the Business and Professions
Code: .

“(b) The commissioner shall charge a real
estate broker for the cost of an audit if prior
to the audit the commissioner has found, in a
final desist and refrain order issued under

" Section 10086 or in a final decision follow-
ing a disciplinary hearing held in accordance
with Chapter 5 (commencing with Section
11500) of Part 1 of Division 3 of Title 2 of the
Government Code that the broker has vio-
lated Section 10145 or a regalation or rule of
the commissioner interpreting Section
10145,

‘The commissioner has the right 1o file a civil
suit to recover the cost of a compliance audit
inany court of competent jurisdiction. In de-
termining the cost incutred by the commis-
sioner for an audit, he commissioner may
use the estimated average hourly cost for all
persons performing andits of real estate bro-
kers.”

Business and Professions Code Section 10145
pertains to trust fund handling provisions, which
include requiring that:

* Trustfundsreceived which are notimmediately
placed into a neutral escrow depository or into
the hands of the broker's principal shall be
deposited into a trust fund account maintained
by the broker ina bank or recognized depository
in this state. :

* Allfunds deposited in a trust fund account shall
be maintained there untit disbursed by the bro-
ker in accordance with instructions from the
person entitled to the funds.

* Areal estate broker acting as a principal pursn-
ant o B & P Code Sec. 10131.1 or Article 6
{commencing with Section 10237) shali place
all funds received from others for the purchase
of real property sales contracis or promissory.
notes secured directly or collaterally by lienson
real property in a neutral escrow depository
untess delivery of the contract or note is made
simultaneously with the receipt of the purchase
funds.

* A real estate salesperson who accepts trust
funds from others on behalf of the broker under
whom he or she is licensed, shall immediately
deliver the funds to the broker or, if so directed
by the broker, shall place the funds into the

Follow-up Charges, continued on page 6




F2ge § /Rgal Estate Bulletin

Winter1988

Follow-up Charges
continued from page 5

hands of the broker's principal, into a neutral
escrow escrow depository, or shall deposit the
funds into the broker’s trust find account.

» Trust funds shali not be deposited in an interest
bearing account unless afl of the requirements
of B & P Sec. 10145, subsection (d), are met, or
unless allowed under Commissioner's Regula-
tion 28301

+ A broker shall maintain records for the receipt
and disposition of trust funds.

* A broker shall, upon request of the Commis-
sioner, furnish to the Commissioner an authori-
zation for examination of financial records of
any trust fund accounts maintained in a finan-
cial institution.

Regulations interpreting B & P Code Section
10145 include but are not limited o the following;
Reg. 2830, Trust Fund Account; Reg. 2830.1,
Interest Bearing Trast Account; Reg, 2831, Trust
Fund Records to be maintained; Reg, 2831.1,
Separate. Record for Each Beneficiary or
Transaction; Reg.. 2831.2, Trust -Account
Reconciliation; Reg. 2832, Trust Fund Handling;
Reg. 2832,1, Trust Fund Handling for Multiple
Beneficiaries; Reg. 2834, Trust Account With-
drawals.

The full texts of the above regulations and of
Section 10145 are listed in the Real Estate Law

Book. ——— u
Hazard Insurance
Legislation Update

by Larry Smith,
Manager, Mortgage Loan Services

Assembly Bill 1673, Chapter 715 of the Statutes of
1987, (Johnston) became law January 1, 1988 and
resiricted lenders from requiring hazard insurance
in amounts in excess of the valug of the improve-
ments. Prior to this bill, which added Section
2955.5 10 the Civil Code, no.restrictions existed
that prevented lenders from requiring borrowers to
-provide hazard insurance coverage in excess of the
Jimprovement value.

For example, if an improved property was valued
at$100,000 and the land value was $30,000 of that
ameount, prior to January.1, 1988, the lerder could
require a borrower to provide for $100,000 worth

of hazard insurance coverage regardiess of the fact

that the fand portion was indestructible, Under AR
1673, only the improvement value could be re-
quired to be covered by hazard insurance.

Assembly Bitl 3919, Chapter 276 of the Statutes of
1988, which became effective on July 5, 1988,

added provisions to Section 2955.5 of the Civit -

Code 10 define “hazard insurance coverage” and
“improvements,”

Hazard insurance coverage means insurance
againgt losses cansed by perils commonly covered
in policies described as a “Homeowner’s Policy,”
“General Property Form,” “Guaranteed Replace-
ment Cost Insurance,” “Special Building Form,”
“Standard Fire,” “Standard Fire with Extended
Coverage,” “Standard Fire with Special Form
Endorsement,” or comparable insirance cover-
age.

Hazard Insurance, continued on page 8

EFFECTIVE VIOLATION REAL
NAME ADDRESS DATE ESTATELAW
REGULATIONS

Lanam, Joseph William (REB, REO) 60 N Ei Camino, San Mateo i8R 2831, 10145, 10177(d)
Off — Foedon, Inc '
{Suspended for 30 days; Stayed for | year on conditions) )

Ling, James Christopher (RER, REQ) 2645 Townsgats Rd, Westlake Village 8/12/88 I0177(dNE)
(Suspended for 10 days; Stayed for 1 year on terms and condilions)

Loegering, Thoras Foseph (RER) 14922 Hawthome Blvd, Lawndale 6/9/88 28321, 10145, 10177(d)
(Suspended for 30 days; Steyed on terms and conditions)

Macie, Vic (RIZB) 5336 Chaumont Dr, Wrightwood 7128188 2731, 2831, 28311,
(Suspended for 30 days; All bus 10 daya stayed for 1 year on condition) 101 7Hd)(B)

Oceana Investenents Incorporated (REC) 108 Manor Dr, Pacifica 627188 28321, 10345, 10177y
(Suspended for 9 months; Stayed for 1 year on tesms and conditions)

Pacific Cemrai Monigage Inc (REC) 2645 Townsgate Rd, Ste 100, Wesdake Village  8/12/88 1M72(d)p)
{Suspended for 10 days; Stayed for 1 year on terms and conditions) .

Pasnick & Stagner Investments Inc (REC)  .711 W Shaw, #104, Clovis 1125788 2725, 2832, 10145, 10177(d)
(Suspended for 15 days; Stayed for 1 yoar on terms and conditions)

Pasnick, Victor Keith (REB, REC) Til W Shaw, #1904, Clovis 25188 2725, 2832, 10145, 1:0177(d)
{Suspended for 15 days; Stayed for T year on tems and conditions}

Pincdorosa Realty Inc (REC) 816 Main St, Camnbrin 5730128 101°77(d), 11018,2, 2794
(Suspended for 10 days; Stayed for 1 year en terms and conditions)

Putnam, Chadaotie Joyce (REB) 718 Main §1, Cambria 5/30/88 10177(d}, 11018.2, 2794
{Suspended for L0 days; Stayed for 1 year on terms and conditions)

Regal Rodk, Inc (REC) 423 N Atlantic Blvd, #202, Monterey Park 7728788 10177(h), 11018.2
(Suspended for 30 days; Stayed for I year on terms snd conditions)

Rosenfeld, Lorraine (RED) 2870 El Camino Rea), #204, Oceanside 2888 10137
(Suspended for 30 days; Stayed for ! year on conditions}

Royster, Phillip Dade (REB) 4003 Maple Tree Dr, Anaheim 8/23/88 10177(h)
(Suspended for 10 duys; Stayed for | year on terms and conditions)

Smith, Sharon Valo (REB) §16 Main $t, Cambria 5/30/88 10177{d), £1018.2, 2794
{Suspended for 10 duys; Stayed for I year on terms and conditions)

Wel-ler Ine (REC) 743 Mein 8t, Cambris 5430788 10177(d}, 11018.2, 2794
(Suspended for 10 days; Stayed for 1 year on terms and conditions)

Welsh, Donald Edward (REB, REQ) 743 Main St, Cambria 5/30/38 10177(d), 11618.2, 2794
(Suspended for 10 days; Stayed for | year on torms and conditions)

Winckler, David Capnpbell (REO) 1451 River Park Dy, Ste 246, Sacramento 8/28/88 10137
(Suspended for 20 days; Stayed for 1 year on 1exms and conditions)

Yu, Julia RES) 423 N. Alanie Blvd, #202, Monterey Park 1/28/38 16177(b), 110182
(Suspended for 30 days; Stayed for 1 year on condition) )

Ziak, Neii Manin (REB, REC) 29515 Driftwood L, Palos Verdes 6/1/88 10t 77(n)

Off — Amcrican Bankers Mortgage Corporation
{Suspended for 30 days; P

ly stayed on condition)

EFFECTIVE

NAME ADDRESS DATE
Aguirre, Emesto Vizcarsa (RES) 15737 Three Palms St, Hacienda Heights /13788
Beaumont, Leslic (REB) 5402 Roffin Rd, Ste 107, San Dicgo 8/18/28
Brennan, Kathlem C. (REB) P. Q. Box 2726, Capistrano Beach T/20/88
Butterfield, James Clande (REB) 160 Sunrock Dr, Folsom ‘8138
Fedder, Martin (REB) - P. 0. Box 56, Rancho Mizage I8
Guerrero, Bdward R, (RES) 3993 Mission St, A 205, San Francisco 7120788
Joasen, Loslie (REB) 3279 Mt Dinblo Oy, #4, Lafayette A58
Moody, Catherine Agnes (RES) 45455 Concho Ct, Fremont 6/13/88
Nagi, Mary Hllen (REB) 231 §. Anits, Los Angeles 6121788
Pierson, Jon Micken (RED) 604 W, Palo Alto, Fresno 6/27/88
Utlak, Leda J. (REB) B, . Box T000-258, Rancho Palos Verdes 831/88
Whilternore, Leona Dale (REB) P. O. Box 3722, Big Bear Lake 8/31/88
Wiggan, Herman Nichclas (REB) 347 Hayes, San Francisco 6/13/88
Woelffel, Richard Jr. (REB) 1727 Menin Luther King Tr Way, Si6 216, Oakland 8/31/88
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Legislation
continued from page 1

location within the subdivision’s boundaries. 1
requires the association to mail a copy of the finan-
cial statement 10 members requesting one at the
expense of the association. Additionally, it per-
mils an estimate of the current replacement costs of
major components as opposed o the estimated
remaining life, and provides for amendment of
needed restrictions by a vote of 50% or more of the
homeowners when the restrictions do not contain
provisions for amendment or do not prohibit
amendment,

ADB 4496 (Killea) - Chapter 1188
Common Interest Developments:
Director and Officer Liability
Adds Section 1365.7 1o the Civil Code.

Limits the monetary liability of the directors and
officers of ahomeowners' association of a residen-
lial development for tortious acts or omissions if
the acts or omissions are performed within the
scope of the director’s or officer’s dutics, per-
formed in good faith, not willful, wanton, or
grossly negligent and at the time of the act or
omission, the association was appropriately in-
sured.

SB 2104 (Eilis) - Chapter 1625
Mobilchome Parks
Amends Section 110108 of the Business and
Professions Code.

Applies to mobilehome parks which are purchased
by nenprofit corporations composed of residents
of the park.

Amends provisions of existing law relating 1o con-
ditions when anolice of intention is not required 1o
be filed with DRE,

& MorrgAGES

AB 4529 (Clute) - Chapter 1190
Morigages: Transfer of Servicing
Adds Section 2937 1o the Civil Code.

Requires any person who transfers the servicing of
anotsor otherinstrument secured by a morigage or
deed of trust on a single family residential real
property 1o give notice 10 the borrower within 30
days of the wransler.

% Reap Estare LiIcENSEES

AB 1240 (Sher) - Chapter 881
Arbifration: Real Estate
AddsTitle 9.3 (commencing with Section 1298) 10

Part 3 of the Code of Civit Procedure,

Provides that contracts relating o the sale or lease
of real property which contain arbitration provi-
sions mustalsocontain specified language disclos-
ing the effect of the arbitration provision.

AB 4034 (Stirling) - Chapter 517
Real Estate Recovery Act
Amends Section 10474 of the Businessand Profes-
sions Code. Urgency. In effect now,

This bill clarifies existing case law related to the
per-licensce limits which apply when multiple
licensed real estate personnel commit acts in a
transaction which leads 10 judgements against
these peaple and the judgements otherwise gualify
for paymenl from the Recovery Account.

SB 2258 (C. Green) - Chapter 1293
Subdivision Sales
Adds and repeals Section 11018.8 of the Business
and Professions Code,

Requires owners, subdividers or agents subject to
DRE Public Report requirements to supply and
postamap inaconspicuouns place atthe sales office

showing the location of alf existing frecways and
al propased freeways that have been approved in
the general plan which are within two miles sur-
rounding the subdivision. This bilt applics only 1o
cities or counties adopting an ordinance making
the statule operative 1o that jurisdiction,

% Sunbivisions

SB 2254 (Mello} - Chapter 1365
Community Faciiities Districts
Amends Section 11010 of the Business and Profes-
sions Code and various provisions of the Govern-

ment Code and Streets and Highways Code,

Requires subdividers 1o furnish a true statement or
reasonable estimate of the amount of any (existing
or planned) indebtedness of a Communily Facili-
ties District. Requires a notice of special 1ax to be
given to prospective purchasers of subdivision
interests not requiring a PublicReport. The notice
of special tax must be no smaller than 8-point type
and shall contain specific language. The bill also
contains other specified changes.

SB 2665 (Doolitle) - Chapter £121
Subdivision Public Reports
Amends Section 11010.2 of the Business and
Professions Code.

Revises procedures to be followed for determining
and correcting deficiencies in applications for a
Public Reportand Notice of Intention to subdivide.

AB 3773 (Hauser) - Chapter 274
Real Property: Subdivided Land
Exempts from the transfer disclosure law real
property that is being transferred pursuant to a
Subdivision Public Report issucd by the Depart-
ment of Real Estate, except when the real property
being transferred has been previous! ¥ occupicd,
i

Undivided Interest Subdivisions

There seems to be a question in the minds of many
concerning whether and under what circumstances
one mustapply for and receivea public report prior
10 offering for sale and selling undivided intcrests
in land. This article will, we hope, answer that
question,

California regulates the offer and sale of undivided
imterest in land as part of the Subdivided Lands Act
(Section 11000, et seq., of the Business and Profes-
sions Code). Section 11000.1 defines the term
subdivision to include:

“Improved or unimproved land or lands, lot or
lots, or parcel orparcels, of any size, in which,
for the purpose of sale or lease or financing,
whether immediate or future, five or more un-
divided interests are created or are propased
1o be created.”

Undivided interests include tenancies in common
and the more frequemly wsed joint tenancies.
There are several exceptions (o the definition of an
undivided interest subdivision, which are unique

in the Subdivided Lands Act. The exceptions are
discussed in more detail below.

The first exception is for interests held by persons
related by blood or marriage. The Commissioner
has never issued regulations interpreting this ex-
ceplion nor has there been any published court
decisions, Therefore, it is uncertain how close
those relatives must be 1o qualily for this excep-
tion; however, since exceptions from licensing or
permit requirements are narrowly interpreted in
order to effectuate the purpose of the license or
permit, it is assumed that this exception will be
narrowly construed and limited to direct and
immediate relatives of close consanguinity. The
Depariment would surely look askance at a group
of persons related as third cousins through blood or
marriage as being eligible for the exception.

Undivided interests created as the result of a fore-
closure sale are also cxempted (see Scction
11000.1(b)(3)). If there are several beneficiaries
of a trust deed, the foreclosure of the trust decd
without sale 10 a third party will resultin a enancy

by P. H. Werner, DRE Staff Counsel, Sacramento

in common between the beneficiaries. Even if the
foreclosure resulls in creating five or more undi-
vided interests, those interests are exempt from
regulation. One, however, cannot avoid the re-
quirement for a public report by making a trust
deed to several “dammics” and foreclosing, Out-
side of obvious dangers of being charged with
criminal violations for conspiracy o violate the
Act, the Department would look at the substance of
the transaction 1o determine whether or not an
exception truly applied.

Another exception from the definition applies to
interests created by a valid order or decree of a
court (Business and Professions Code Section
11000.1(b)4)). However, a scheme 1o use the
courls and the legal system as a means of avoiding
the Act wilt be found 10 be a violation. Pras v,
Adams, 229 CA 2d 602 (1964).

Still another exception is for the sale of undivided
interests expressly qualified by issue of a permit

Undivided Interest, continued on page 8
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Undivided Interest

coniinued from page 7

from the Corporations Commissioner (Business
and Professions Code Section 11000.1(b)(5). It
should be noted that a transaction exempt from the
Department of Cerporations permit requirements
doesnotescape the reguirement for a public report,
since no permit has been issued. For example, the
sale of undivided interests under the nonpublic
offering exception for securitics wonld not be
exempl from the Act.

Undivided interests offered for sale as a “time-
share project” are also exempted, “Time-share
projects” are defined inthe Subdivided Lands Law
as “‘common interest subdivisions”, and the Com-
missioner has issued specific regulations control-
ling the offering of such time-share interests
(California Code of Regulations Sections 2810-
2831.13).

The most important exceplion is subdivision (b)(2)
which might be called a “sophisticated investor”
exception. The section reads, in part:

“The undivided interests are o be purchased
and owned solely by persons who present
evidence satisfactory to the Real Eslale
Commissioner that they are knowledgeable
and experienced investors who comprehend
the nature and extent of the risks involved in
the ownership of these iterest.”

The section goes on 1o provide:

“The Real Estate Commissioner shall grant
an exemption from the provision of thig part
if the undivided interests are 10 be purchased
by no more than Len persons, each of whom
furnishes a signed statement to the Commis-
sioner that he/she (1) is fully informed con-
cerning the real property to be acquired and
his/er interests therein including the risks
involved in ownership of undivided inter-
ests, and (2) is purchasing the interest or
interests for his own account and with no
present intention to resell or otherwise dis-
pose of the interest for value, and (3) ex-
pressly waives protections afforded (o a pur-
chascr by the provisions of this act.”

The Janguage has been divided into two parts in
this article becanse there are aciually two dilferent
exceptions in the subdivision,

The second part provides a mandatory exception,
The Commissioner shalf grant an exception if ten
or less persons are (o buy the interests and each
submits the statement defined in the law, Note that
if the buyer has no present intent o resell, then
there is litle investment opportunity inherent in
the ransaction. The first part provides a broader
exception. If the Commissioner is provided with
salisfactory evidence that all the buyers, whatever
their number may be, are “sophisticated inves-
tors,” then an exception may be granied. In deter-
mining whether ornot 1o grant the exempiion, the
Commissioner will use the criteria that have been
used for many years in determining whether secu-
ritics offerings are non-public offerings: reievant
experience, education, income and net worth.

Based onthe above, the general rule is that creation
of five or more undivided interests requires a
public report from the Department, unless one of
the exceplions set [orth above applies. While the
Department hias not come across many, most of the
undivided interest offerings in recent years have
been recreational projects in which the buyer ob-
tains an undivided interest in rural land for recrea-
tion vehicle camping and outdoor activities.
However, due 1o recent changes in the tax law,
acquisition of real property for investment pur-
poses by conveying undivided interest (o invesiors
has become more prevalent, Many of these proj-
ects and the recreational projects are subject 1o the
requirement of obtaining a public report before the
interest can be sold. Failure 10 comply will result
in a purchaser’s right to rescind. Murphy v. San
Gabriel Manufacturing Company (1950) 99 Cal.
App. 2d 365. ]

Hazard Insurance -
conttinued from page 6

“Improvements” means buildings or structures
attached to the real property.

Section 2955.5 also provides for injunctive relief
to any person harmed by a viokation of the section
and civil damages and attorneys fees.

Section 2955.5 is applicable to contracts entered
into on or after January 1, 1988. Individual copics
of (ke bills may be obtained without charge upon
request from the Legislative Bill Room, State
Capitol, Sacramento, California 95814, (916)445.
2323, [
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