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Broker Fiduciaf—;y Obligations Require Complete
Disclosure When Acting As Buyer

Editor’s Note: Previous Bulletin articles have reminded licensees that a fiduciarvy relation-
ship exists berween the real estate agent and his client or customer which precludes his
obtaining any advantage over them by misrepresentation or concealment, The penalty for not
adhering to the principle of FULL DISCLOSURE is pointed up in the follewing article which
appeared in a recent edition of the Sacraments Realtor under the caption, “'Broker Buying
for His Own Account.,” The Sacramento Real Estate Board and the author, Avchic Hefner,

attorney at law, have given permission to rep

w H £ £

A most delicate arvea for a real es-
tate Jicensee opens up when he pur-
chases property for his own account
from a regular client, or from a person
who has listed the propercy wich him.
The rales of law with respect to lia-
bility to account for profits resulting
from such a transaction as well as the
rules of law affecting the right of the
ficensee to retain his license both im-
pose upon him the duty of full disclo-
smre.

A good example of what can happen
is contained in the report of a district
court of appeal decision, March 3,
1965, in Bate v. Marsteller, 232 ACA,
p. 746. The real estate broker listed
property in 1955 for a selling price of
“$50,000 or $52,000.° A salesman in
the listing office found a buyer and told
the buyer the property was listed for
$37,000. The buyer made an offer of
$37,000 accompanied by a $500 de-
posit, The offer was presented and the
owners objected to the low price but
were reassured by the broker’s sales-
man that it was the “highest price ob-
tainable.” Relying upon this, the seller
accepted the offer. Before the escrow
closed, the buyer became dissatisfied
with the transaction and wanted to for-
feit the deposit rather than complete
the purchase. The broker and his sales-
man did not disclose this to the own-
ers. Instead, the broker and his sales-
man solicited the buyer to complete
the transaction in the buyer’s name but
to in effect hold an undivided seven-

(Continued, col. 1, page 731)

rint it here.

i

PRICE "KITING"

Investigations by the DRE of cases
of price “kiting” for loan purposes
have resulted in the revocation and
suspension of 61 licenses within the
past three years. The commissioner
urges all licensees to help stamp
out this unhealthy “kiting” tactic,

F.D.LC. Insures Each
Individual Client in Broker
Trust Account to $10,000

California brokers will be interested
in a ruling obtained recently by the
Nebraska Real Estate Commission from
the Federal Deposit Insurance Corpo-
ration on the question of whether the
total coverage of insurance issued by
the agency is limited to $10,000 or
whether the deposit of each individual
client, represented in the trust account,
is covered in the amount of $10,000,

The following arc excerpts from the
letter the commission received from
William M. Moroncey, general counsel
for F.DIC..

“We are enclosing a copy of Section
3304 of our regulations, which relates to
the insurance of deposits in custodial ac-
counts. It will be noted from this regula-
tion that funds of various owners which
are placed in a custodial deposit in an in-
sured bank will be recognized for insur-
ance purposes to the same extent as if their
names and interests were disclosed on the
records of the banl, provided the account
is specifically designated as custodial and
the name and interest of cach owner in

DRE Gives Examinations in
San Bernardine Office

The Division of Real Istate has
established a full-time branch office at
Room 207, 157 West Fifch Stcreet, San
Bernardino, with Supervising Deputy
Bernard Taylor in charge. The new
office Is equipped and staffed to handle
licensing transactions, complaints and
license examinations.

The new branch office will provide
more efficient service to licensees and
the public in San Bernardino, River-
side and the eastern part of Los Ange-
les Counties, an area formerly served
by a part-time office and a deputy
from the Los Angeles office. Real
estate license examinations will be
given at the new office as an accom-
modation and convenience to all li-
cense candidates in the area.

Due to traffic and parking condi-
tions in metropolitan Los Angeles, a
number of license applicants residing
in outlying districts will probably
ask to be examined in San Bernardino,
Brolers may wish to advise prospec-
tive real estate salesmen of the new
license examination location, since it
may offer more convenient scheduling
in some instances.

the deposit is disclosed on the depositor’s
records.

“Therefore, assuming that a broler main-
tains complete records showing the name
and interest of each client and the title of
the trust account specifically designates it
as such, then the funds of each client in
such an account would be separately in-
sared to the maximum of $10,000 and this
msurance would be separate from the $10,-
000 insurance afforded the broker’s general
account.”

Article 15 of the California Real
Iistate Commissioner’s Regulations re-
quires the type of accounting referred
by the ¥.ID.LC. counsel.
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DESIST AND REFRAIN ORDERS

Issued for the Period Between July 1
and Septemher 30, 1965

Number of
arders Violations
IN-STATE

10 Sale of real property securities
without permit . . . and/or #ail-
ure fo comply with all applicable
statutes and regulations.

0 Failure to provide for subdi.
vision public report, promised
recreation facilities, proper per-
mit or otherwise meet require-
ments of subdivision law,
OUT-OF-STATE

4 Failure te comply with Cali-
fornia  subdivision requirements.

Disciplinary Action—June-July 1965
NOTE: A list of actions is not published in his Bulletin until the 30-day period, allowed for court appeal

has c.\'?_ired; or, if an appeal is taken, until a final determination of the courc actfon, Names of persons to
whom Heenses are denied upon application are not published.

Licenses Revoked During June-July 19675

Name Address Tffective date Vialation

Beaver, Jeflerson Avgusto. oo 2400 Sutter 8t., San Francisco. ... 6/ 1/65 Sce. 10177 {b) and {f)
Real Estate Broker
(Granted rvight 10 restricted license on conditions)

Bloem, Harry Jrvin. coonomnnoone 2031 W, Olympic Blvd,, 8te. 4, fos 6/ 1/65 8ecs. T0OL30; 10137; Y0177 ), (1))
Real Estate Broker Angeles and Sec. 2843 of R Comm
Real Estate Salesman Reg.

{Granted vight o restrieted real estate broker Jicense alter 6 months
from cflective date of decision on conditions}

McEwen, Cecit Frederick, Jr. 1919 Shoreline Dr., Apt, 108, Ala- 6/ 1/65 Sees, 10176 (a), (b), G); ¥H77 ()
Real Kstare Broker meda and (j)
Real Estare Salesman 4793 Fawing Rd., Castro Valley

Nobie, Josel Seymour... .. o 3855 Wilshire Blwd,, Ste. 6, Los 6/ 1465 Sees. 10130y 10137, 10177 (d), )
Restricred Real ie B Angcles aund 10177.5

(Granted right 1o restricted hicense alter 6 months from cffeetive date
of decision on conditions) )
Reserve Mortgage Co, .. wuw 2631 W, Olymipic Bhwd,, 8te, 4, Los 6/ 1/65 Sees. 10130; 10137; 10177 (&), ()
Harry Ervin Bloom, President Angeles and Scc. 2845 of R.E, Comm,
Real Estate Corporation ! Reg.
{Granted right 1o restricted license after 6 months from efective date
of decision on conditions
Wade, Lot Jewel ooomoooaaiias 8117 Wastern Ave, Los Angeles-. 6/ 1/63 See. 10177 (L) and (1)
Real Estate S n
(Granied right o restricted Lcense on conditions) .
Zn[c‘)'hm_'y, Stanley . oo 2690 W. Pico Blvd., Los Angeles. . 6/ 1765 Sees, 10301 (e), {); 10302 ) and
usin ¢
H(ii{l‘ I\}l ia . 1934 I, Colorado Blvd., Pasadena. G/ 3/65 See. 1177 (b)Y and (N
cal Lst

3
Smith, Alton Mitler........ == 101 N, Catalina, Los Angeles_ .. .. 6/ 3/65 Sec, 10177 (b} and )
Real Estare Salesman
Gribble, William Marien, Jr. - 791 Shalimar Dr., Apt. 1, Costa 6f 8/65 See, 16177 (b)Y, () and (1}
Real Estate Broker Mesa
Humphreys, James Selden ..o 14503 South Western Ave,, Gardena G/ 8165 See, 0177 (b} and (1)
Real Estate Salesman
Jobsan, James Vrieo oo 9191 Wilshire Bivd., Beverly [Hills. 6/ 8/65 See. 10177 (b)Y and (1)
Read 1ostate Satesman
(Graned vight wo restricted license on conditions)
Russell, Margaret Joyce oo 565 L. 1l Avee,, Escondido. . o... 6/ B/GS See. 10177 (b} and {f)
Real Estate Salesman
Kelty, Ross Fugene. v cvonauns 440 1. Shield, Fresno oo omvcvnnas 6/10/65 See. 10177 (b}, () and (k)
Restricted Reat Broker .
Vaughan, AHen. o ocommeneaaaan 1653 22nd Ave., Oakland. . ooenn . 6/17 /65 Sees, JOI76 (a), (b), {0}, dj wnd
Real lustare Salesman . 10177 {( )
Keefe, James Hubero oo onen o 2924 Via Pacheeo, Palos Verdes 6/22/65 See, 10177 (a), (b) and (D)
Real Estate Salesman Estates

Right to Apply
(Granted right 1o restricwed Jicense on conditions)
McNaughton, Erwin Lawrence..._ 727 . Pacific Coast Fighway, 6422765 Sec. 10302 ) and @}
Business Opporiunity Salesman Long Beach
{Gramed right 10 restricied license on conditions)}

Tenner, Pete - 1709 N. Fuller, Los Angeiesao..o . 6722168 Sec. 10177 (1) and (k)
Restricted Real Fstate Salesman
Bostrom, Olive Satome__oooonooo G779 Mission St,, Daly Cityoeuenn G6/29/65 Sec. 10177 (b} and <1}

Real Estate Satesman
{Granted right to restricted Heense on conditions)
Dunn, David . ..o 5400 Lemona Ave,, Van Nuys. .o G/29/65 s
dba Dunn Realty Ce.
Real Lstare Broker
(Granted right to restyicted Heense)

e, 10177 (b) and (1)

&

Ronistal, Katherine Lincoln oo . . 3908 Blufl Pl., San Pedro..ooooo 623165 Sces. 10130; 10131; 10137, 1077
Restricted Real Estate Salesman (dy, £, ) and (k)
Lowis, Albert Rudelph_ i 940 Grove $1,, San Francisco. ... 7/ 8/65 See. 10177 {b)

Right 1o 2nd Original
Real Estate Salesman

Mazar, Don Jeseph. ooooaooooo 3333 Midway Dr., Santa Rosa.._. 7/13/65 Secs. 10176 (¢}; 30077 (£} and ()
Real Estate Salesman L

Hardin, Jesse B oo 601 Wilshire, Rim, 328, Beverly 7/15/65 See, 10177 {b) and {[)
Real listate Salesinan Hills
(Granted right to restricted license on conditions) .

Mednick, Mutthew Arnold..vouon 111 Via La Circula, Redondo Beach 7/15/65 Sees, 10476 {e), (}; 10177 {{) and
Real Wstate Salesman ]

Douglas, Arictta Redonoooo oo 1653 Lone Qak Rd., Vista_...._.__ 7/22/65 Secs, 10176 (o), (); 10177 (), ()
Real Bsrar Salesman . and (i

Reizensiein, Barbara Ann. o ooevn. 1839 Magnolia Way, Waluuy Creek 7727765 See, 10177 (b) and ()
Real Estate Salesman )

McCormack, Charles Thomas..... 3609 Live Oak 8t Huntington Park 7728765 Sec. U7 (b)Y and (£

Real Eatate Salesman

Licenses Suspended During June-July 1965

Effective date

Name Address and 1enm Violation
Lane, John Robert. . oooovnnn 812 jack London Dr., Santa Rosa. 6/ 1/63 Secs. 10177 {d), {}; 11042 and
Real Estate Broker 10 days Sec, 2800 of R Comm. Reg,
Licata, Benediet oo ooooonniaaas 3599 Almaden Rd., San Jose..o... 6/ 1765 Sees, 10160; 10162: 10364; 177
dba Bennell Realty toand including  (d); 10283; 10283; 10287 and
Business Opportunity Broker 8/10/65 10302 (d)

(After 30 days from cflcctive date, remainder or any portion thereof,
may tayedbe s on conditions}

Tdcata, Benedict. o ovecuoionmnnn 3599 Almaden Rd,, San Joseoo.... G/ 1/65 Secs. 10160; 10162;‘ 10164; 16177
dba Bennell Realty wand including  {(d); 10283; 10285; 10287 and
Real Estate Broker 6/ 3/68 10302 (d}

(After 30 days from cffective date, remainder or any portion thereof,
may be stayed on conditions) . .
{Contimied col. 1, opp. page)
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Lienses Susponded Duing June-Jly 1965—Contimed —— WYNNE SAVAGE PASSES

Eiffective date Sharing the shock and sorrow of his
Address and term Viciation {’
. ) many friends, we must report the sud-
ii }R{m ald 1E senc L Witliam $t., $an Jose. oo .55/ 11/65 Sc:‘:s. 10877 (@), (g} and 10242 {b) den passing of Wynne A. Savage, who
4 tate Hroker ays . . s ™ .
;hi{l,ﬁ e ':‘“"]3"")1( _______________ .0, Bos 471, Mountain View. - . 6{_‘8‘%85‘_ Sece 104G0; 10162 L0164; 10177 served as Real listate Commissioner
state Broker 1o and inciuding ), and Sec. of R . . 5 .
(\Lf:u u(l((h)» from eflective date, ramainder or any portion thereof, 7/25/65 Comm. Reg, flO‘I'n 1959 to 196'%1 hﬂVlﬂg been ap
may be stayed on conditions) pOlﬂth to tll(l })(}St b}y G()\rcrn(}r Ed..
'I‘:nillb %,mni\{d Ili‘\’l(ij[; ............ 1440 Webster St Oakland.ooo. .. '\(){,)’30/65 Sees, 10176 (i} 10177 {1} and (j) mund G. Brown.
dba Key Realty Co 30 days N .
b Key Morusage Co. Mur. Savage started in the real estate
" ‘.‘vl e IoKer » . .
Wil oo S700 lidmonds Wa, Sacramento.. 6/15/65 Sees, 101?6( §1). (), (); 10177 (1), brokerage and appraisal business in
Real Istate Salesman s {e) and , 1936 in San Bernardino. He served as
Cunnin, v, Byron Ross. onuen .. 201 N, Ei Camino Real, San Clem- 6/15/65 Secs, 101455 10176 (¢), (1); 10177 o " oo .10
P“]‘{i.;’,‘, ﬁ’éﬁﬂjm AT o “‘\ ;' ul n 360/1‘?/’35 sL( )131)45")16'1'96(()) o 10177 president of the San Bernardine Real
caree, O, oo 5 Del Mar Ave., San Clemente... S 0CS ), {i Te e v et . I
iil)lli}(\cnt lery (_o 30 days (Lfi)l,l(l‘),ég,), (h)Rand See. 2835 P’Statc Board ‘111(_\1 af’ 1eg.10nai VE(.(.’., pres-
e i Comm, Reg. . » n
Hogan, 1 618 Sunta Crux Ave,, Menlo Park. 6/16/65  Secs. 10177 (), (1; 11018.1; ident _Of. the California Real _I.Lst'ate
Reai | 30 days 11018,2 and Sec. 2795 of RI Association. In 1949, the association
rmanently sl'\yul) o . Cemm. Reg. N ! R
e LR il 22 N. Cherokee Lane, Lo ... 6736765 Sccs, 10162 and 10177 (&) made him an honorary director-at-
dbn \hnm, Realty to and including . . L
Real Mt Broker 5/13/66 farge for life. He was a director of the
(After 30 duys from effective date, remainder or any portion thereol, T by ; -
gy b stayed on conditione} T R Ledi 616765 Sece, 10162 and 10177 ) National Association of Real Estate
Fillis, Bart Lee.ooooooiiiill 535 Ii. Armstrong Rd., Lodi. .. Sees. and i 1 .
l )I\ Clemenis Realy rirons e . 1o un:l in,cludiuj; o Boax d!", and was a member of the
Real Faaie Broker 6/20/66 American Institute of Real Tistate Ap
i 1 . (L A e P -

(Afrer >l) d'1ys from cfieetive date, remainder or any portien thercof,

may be stayed on conditions) P L. - PR "y LI
Jall.m}uln hmgs](rnmm ,,,,,,,,, 501 Atkins S, Ridgoerest. .- G065 Begs 1017 D, 0 11010 and praisers, having been secretary of its
Reat lisiate Salesman days 3 . Formi . ST
dham, George Josephi.---oc. 110 8, Ching Lake Bivd, Ridge-  6/29/65  Sees. 10177 (@), (1); 11010 and southmn_ California chapter n 1956,
Reat fisuye Salcsman , e 20 days 11018.2 and president of the chapter in 1958,
e IL)’C perniancintiys .
S01 Avking 8t Ridgeerestannnno.. 266’2;)/63 C’Cﬁo;&m?? ), (f); 11010 and He was a past exalted ruler of the Al-
5 days e R
arold Recse. . 1481 345h St., Sacramento. .o 6/20/65  Secs, 10130; 30177 (d) and 10188 hambra Elks Lodge, and an active
e President, Scerctary and 15 days 2 oy .
s of L 'OV, Tiiterna- member of the Masonic Lodge, Shrine
ne. ~ ~ .
| Fosate Broker 2)%4 X 2?"& St., Sacramento. ... o/zloma Se%ﬁ]}(i)lg(); 10177 (d); 16185 and and R()t"lr)’ Club of San Bernardino.
B 233 ¢l )()Tl\lll!f}’ TOKCT mih ot., 4 amento <
R|]c)||'z,|di«on }I}‘(]m;‘iél:) MMMMMMMMMMMM [E!) Ill‘i()() Lu_inn: ‘l-,u(;kl:u(_ Bidg., 6{’29.:';(:.2{ Secs, 10162; 10164 and 10177 {d) ch 1" SUry ]VCd bV his W !fC PCOI-_.,Y,
=] t 18 ’lll(. 1 }iig
Rgﬁ"f;':l 11?; B\.?m e S8 q\wmih S Onand S s a daughter, Virginia, two gmnddaugh—
1 )!. ays fronl ¢ (.CU\'C( llL, remay (4] 13 1 'R e - - Mo : . \
. (l free b fays Trom effetive d l?tm:\n\n‘x is i }]]m}l)m ereo grors S o7 1, g 00T 4 E{le zlmd three brothers in the Los
] S, 10 T N N Vil I'illl‘ el vente. oL 3 (1O S <& )5 8 ¥ o (e
(“)LL hun\n.\\ Raalty 9,0 day’s (;) and Sces, 2830 and 2872 of ngeles arca.
'(IJ{h“ L. Comm. Reg.
A

() (h)s ‘.l'ly(:d for 2 years on terms and conditions)

S Wb e o 2 years 501 Atking St Ridgceresto ... ... 13{%;9&(;’ Sece, 10177 (@, (05 11010 and Few Cha"ges Made m

Gba Indian \’\"Lll< \"'ﬂl(._\r Reahy

[& any .
: }(mntlc‘l Rlol)—t.r‘l ___________ 1481 34¢h St Sucrmmenton oo oe G/29/65 Secs. 10i(>0) 10177 {d); 10185 and Broker L!ce“se Pfﬁcedures

Temy

k‘l{l)l!} g Rlc;d ll'qnu 15 days 10302 (d
Rest Eago Broker Judging from calls received, many
persons are unaware that the changes

SINUSS
(Next sueceeding the effective date of the dectsion)
Temp, Conrad Robert_ ..o 1481, 34ch St., Sacramento. oo oo.. 6/29/05 Sees. 10130, 10177 (d) and 10185 b ; k

{;l;;::ih?;:(‘jr LANVE. Interna- 15 days in the law effective _]ammry 2’ 1()66,
(HTLE, - . . -
will not affect procedures for obtain-

{Nuxt succeeding the effective date of the decision)

Wirath, Alvin Dehmero oo 501 Atkins 8t, Ridgeeresto .. oo, 6/29/65 Sees. 10177 (@}, ) 11010 and . .
Real Fastate Salosmar 20 dgvs 11018 ing a broker license, except that:
Iansen, Warren Philipo.._cooooo. 2?90 }nmpuo Scrra Bivd,, Daly 1/ 8/65 Sec. 10177 () .
Real Bstate Salesman 15 darys (1} After January 1, 1966, no more

s, W 0y D, 5500 i 1 Wi . 8765 3ecs, 10176 (1); 10177 () and ( o K . N
W .m” \\'"1111 1 Robert \‘. hitfield Way, Carmiclhacl 7/ 87 Secs. ) () and () ()l'lglllﬁs one-year licenses will be T

te Broker 30 days

A ehine e g 37 4 . - .
ﬁ;;:l’:;:[ud_cun“t“ 725 I Waehington St., Petaluma :;7({1&,;’(:‘:; Secs, 10137 and 10177 () sued. .A.ftcl' thﬂt dﬂte the ﬂp])hcﬂllt
p(‘fnﬁff,‘f’l?t".t‘;"“ who passes the examination for real
l\l:o:lll T;l'()ilt(lz‘y ~~~~~~~~~~~ 34 Washington $t., Petaluma. ... 17(3’&:;65 Sces. 10137 and 10177 () estate broker license and otherwise
5 wmnently) i ; for i Vi lio O
Praydiogs AT MACn o e e oo §718 1. Mtk $t., Oakland_ ... TS See. 10177 () qualifies for it will be cligible for a
P Nidrose Reakcy Indefinitcly four-year Heense (not a one-year li-
Traylor’s Investment Agency_ .o 3800 Grove St., Qalland . .. L oL . - .
Restricted Reat Lstaze Broker cense). The fee for the four-year li-
Dougl Richard Browne. ... 1633 Lone Ozk Rd., Vst ... 7/22/65 Sees. 10176 (o), (i) Y0177 (d), (D), . . . B
Reat Vigente Broker 60 dalys () and () cense will be sixty-five dollars (§65).
{ 1 vear on conditions) i . (2) g ot ] B
Royajian, Larl Owen. oo ooooo 7758 8. Cedar, Fresnoe oo ouooo. 7/27/65 Sees. 10145; 10176 {c); 10177 &), omne qUC‘Jt[()n‘) re ’ltlll‘) o
Tt state Sdesman 30 days {0 and Sco. 2632 of R.JE. Comm. transactions involving business oppor
. -
Boyasian, York Nazarth, o . 7755 5, Cedar, Fresno. oo oo oan. 7/27/65 Secs. 10162; 10164; 10177 (d) and
[zjl;:{:lli and B Realty i S to and incll;uiing See. 2731 of LI, Comm. Reg. tunities will be SUb(’UtUth fOI real es-~
Real Hatate Broker 3/31766 tate test material,

(After 15 days from effective date, remainder or any portion thereof,
may be stayed on conditions)

(3) There will be no limitation on

Kastoras, Constantine Theodore_ . 2831 Fraitridge ., Sacramento_ - 1/30/65 Sec., 10176 (a) ‘ K i
Real Fatate Broker 94 days the number of reexaminations which
Resl Ksrate Salesman 1130 Seventh Ave., Sacramento

Williams, Daniel Urueman. cooue.. 7135 W. Manchester Ave,, Los An- 7/31/65 Sees. 101423 10177 {d), (f), and the broker license (,.:'lndld‘lte may take
dba Westehester Realty neles 15 days Sces, 2835 and 2902 of R.E, d
Reat Fstate Broker Comm. Reg, under the changed law, although the

(Continued, eol. 1, page 732)
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@ Commissioner Assumes Sole Jurisdiction Over Subdivisions

ADB 2000--popularly known as the
Condominium Bill-—was passed by the
1965 Legislature, becoming cffective
on Scptember 17, 1965, and on that
date the Real Estate Commissioner
assumed sole jurisdiction over new
subdivisions at the state level. For de-
velopments such as  condominiums,
subdividers are relieved from the
onerous and often vexatious and time-
consuming necessity of being obliged
to submit the data on their projects to
two separate state offices, those of the
Real FEstaee Commissioner and the
Corporations Cominissioner.

The bill as presented to the Legis-
Iature by Assemblyman John Knox of
Richmond was finally drafted only
after discussion at numerous meetings
extending over 20 months, meetings
attended by representatives of the real
estate, bailding, lending, title and
other interested industries. Participat-
ing also in these deliberations were
representatives of the governmental
agencies involved,

The meetings were called by Real
Estate Commissioner Milton G. Gox-
don and Corporations Commissioner
Charles Rickershauser, Jr., who, with
representatives of the Attorney Gen-
eral, were guided by the Governor’s
expressed desire to find a solution to
the dual jurisdiction problem without
sacrificing public safeguards.

Some of the new statutory defini-
tions are discussed below.

Condomtininms

“Condominium” is defined m Sec-
tion 783 of the Civil Code. In general,
for a development to be classified as
a condominium there must be an un-
divided fee ownership of all the un-
derlying land, in addition to the fee
title to the airspace encompassing the
purchaser’s  particular  living  area,
which is legally described as a wnit.

The condominium is the gwner’s fee
title to the airspace and his undivided
ngerest In the underlving land, plus
commen areas within the mmprove-
ment, The project is the entive parcel
of real property, including all the con-
dominiums. The projecr can be cither

a high-rise development or a cluster of
one or more storied buildings.

It is important to note the law now
defines as a subdivision any condo-
minium project containing two or
more condominiums. In other words,
filing of the condominium project
must be made with the Real Estate
Commissioner and a public report re-
ceived before offerings can be made,
even though the project contains only
two, three or four condominiums.

Planned Development—Definition

A “planned development” is a real
estate development other than a com-
munity aparoment, condominium or
stock cooperative project containing
five or more lots or parcels which has
either or both of these features:

(a) Contiguous or noncontiguous
areas or parcels owned in common by
the owners of the separately owned
lots, with the common areas rescrved
to the beneficial use of some or all of
the owners,

(h) Any power exists to enforce
any obligation in connection with
membership in an owner’s association,
or any obligation pertaining to the
beneficial use and enjoyment of any
portion or interest in either the sep-
arately or commonly owned lots by
means of a levy or asscssment which
may become a lien on the separately
owned parcels,

Examples of a common facility
would include a swimming pool, play-
ground, community building, club or
golf course.

Farlier it was noted that condomin-
ums, stock cooperatives and commu-
nity apartments were excluded from
the definition of a “planned develop-
ment.” Now let us consider some
more definitions.

Stock Cooperatives

The new statutes define a “stock co-
operative” as a corporation formed for
the purpose of holding title to im-
proved real property, with all or sub-
stantially  all of the sharcholders
receiving the right of exclusive occu-

pancy in designated portions of the
property. The title is held by the
corporation and the right of occu-
pancy is transferable only concus-
rently with the transfer of the share
or shares of stock in the corporation
held by the person having the right of
occupancy. Some of the Jargest devel-
opments in California are being mar-
lketed under a stock cooperative plan.

As with the condominium project,
a stock cooperative project having
two or more sharcholders is consid-
ered a subdivision, and 2 filing is
made with the Real Estate Commis-
sioner.

Community Apartnent
Project Defined

One more definition—a conwpmunity
apartiment project is one in which an
undivided interest in the land is
coupled with the right of exclusive
occupancy of any apartment located
thercon. Again, a commumity apart-
ment project only neceds to contain
two or more apartments to be defined
as a subdivision and require filing with
the Real Fstate Commissioner.

Conditions Under Which a
Subdivision Public Report Issues

Formerly, the law (Section 11018
of the Business and Professions Code)
set forth eight separate grounds for
denial of a public report on a subdi-
vision. By the terms of A3 553, intro-
duced by Assemblyman Knox, a ninth
ground for denial became effective on
September [7. This empowers the
Real Estate Commissioner to deny the
issuance of a subdivision publc report
if the developer plans to include in the
offering any guaranty or warranty
which is not supported by adequate
financial arrangements. For example,
a developer-builder might give an
unconditional guaranty that he will
repurchase any house he sells, up to
two years of the sale. Such a guar-
anty could well be worthless unless
the financial arrangements were set
up to meet demands made under the
guaranty.

The New Conc
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® lLegisiature Defines Various Types of Subdivisions

Comamissioner’s Qbligations

In passing AB 2000 the Legislature
reaffirmed the grounds for denial of a
public report on the newly defined or
redefined types of subdivisions, iec.,
planned  development, community
apartment, condomimium and stock
cooperative projects.

However, with respect to these types
of developments the statute says if
none of these grounds for denial exist
the commissioner shall issue a public
report if he finds that reasonable ar-
rangements have been made to assure
completion of the subdivision and all
off-site improvements included in the
offcring. If, in any one of these types
of subdivisions, the improvements, in-
cluding those attaching to the com-
mon facilities, are not completed prior
to the issuance of the final subdivision
report, the subdivider is required to
specify a reasonable date for comple-
tion and must comply with one of the
following conditions:

(a) Arrange for lien and completion
bond or bonds to assure completion.

(b) Impound fands from sales or a
portion thercof until the improvements
are completed.

{e) Deposit an amount sufficient to
cover the cost of construction in a new-
tral escrow depository with a written
agreement providing for disbursements
from the escrow as work is completed.

(d) Submit an alternative plan
which meets the approval of the Real
Istate Commissioner,

Commissioner Weighs
Ability to Perform

Before issuing the public report, the
commissioner must also be satisfied that
the deeds, conveyances, leases, ete., to
be used are adeguate to transfer to the
purchasers the legal interests and amen-
ities which the owner or subdivider
represents the purchasers will receive.

Satisfied, too, must be the require-
ments that, upon transfer of title to the
first lot, apartment or condominium
to a purchaser, the provisions of the
plan for use, enjoyment, maintenance
or preservation of the subdivision be-
come binding upon the purchaser and
subsequent purchasers.

The commissioner must be satisfied
that reasonable arrangements have
Leen made for delivery to the pur-
chasers of control over the subdivi-
sion and off-site land and improve-
ments included in the offering; also
that reasonable arrangements have
been made to protect the interest of
the purchasers in respect to manage-
ment, maintenance, etc. In addition,
the law provides that material modi-
fications may not be made in the in-
strument spelling out the interests of
purchasers in planned development,
community apartment, condominium.
or stock cooperative projects without
prior written consent of the Real Es-
tate Commissioner, Before written so-
licitation of the owners to effectuate
such a change, the proposal must be
submitted to the commissioner for ap-
proval.

Fees

Before going into the matter of fees,
consideration might be given to the
relative importance, measured numeri-
cally, of the commen interest subdivi-
sions, i.c., planned developmnients, com-
municy apartments, condominiums and
stock cooperatives as compared to
what we might call “conventional
subdivisions,” in which there is no -
terest in common, Of the 2,809 in-state
subdivisions filed with the Real Estate
Commissioner during the fiscal vear
1964-65, approximately 300 were of
the type having some interest in com-
mon. Surveys show these develop-
ments are increasing in popularity; and
processing of common intervest filings
takes many more man hours than are
usually devoted to “conventional sab-
divisions.” This did not include, of
course, any filings on stock coopera-
tives because such developments had
to be cleared only by the Commis-
sioner of Corporations.

On January 2, 1966, and therve-
after the filing fee for a “conven-
tional®” subdivision will be $50, plus
$2 for each lot. When an amended re-
porc is required, the charge will be
$25 (AB 2717, Chapter 1191, Stats,
1965).

The filing fee for a planned devel-
opment, community apartment, con-
dominium or stock cooperative proj-
ect has been $200 plus $1 for each
lot, parcel, apartment or unit in the
subdivision, since September 17,
1965, The fee accompanies the com-
pleted questionnaire,

Regulations

The Real Estate Commissioner is
empowered to adopt regulations to
implement, Interpret or make specific
the terms of the statutes. Such a far-
reaching and rather involved change
in the law relating to the development
industry, which is of utmost impor-
tance to the economy of the state, made
it imperative to adopt, amend and re-
peal regulations to ease the transition,

Again Commissioner Gordon called
for the advice and assistance of repre-
sentatives of the industries involved.
A series of proposed regulations was
hammered out. They were adopted in
official action, becoming effective Oc-
tober 17, 1965. The regulations are
designed to provide guidelines for the
prospective subdivider or developer.
They are designed to answer these
questions: What does the prospective
subdivider or developer do in a specific
set of circumstances? What in the way
of documentation and safeguards will
he be expected to provide? What in-
struments should be included under
certain given circumstances?

Subdivision Fee Changes

Since September 17, 1965, the
filing fee for condominium, planned
development, stock cooperative and
other community type subdivisions
has been $200 plus $1 for each lot,

Effective January 2, 1964, the fee
for all conventional subdivisions
will be $50, plus $2 for each lot in
the subdivision,

Effective January 2, 1966, the fee
for all preliminary public reports
will be $25, plus $5 for each 100
copies in addition to the first 100.

Effective January 2, 1966, the
amended public report fee will be
$25 plus $5 for each 100 copies in
addition to the first 100,
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SUBDIVISION

DEVELOPMENTS AND

ITEMS OF SIGNIFICANCE

LAW TIGHTENED

Soil and Filled Ground Requirements Spelled Qut

As prime subdivision property becomes scarcer in California, subdividers
have been leveling hills and filling gulleys to create subdivisions. Properly
engineered, these “cut and fill” areas offer no unusual hazards to lot or home
purchasers, but if natural water courses are obstructed without providing for
proper drainage or the fiils are not properly impacted, lots and housing alike

are subject to serious undermining
and wash damage.

Taking cognizance of these condi-
dons, the Legislature amended the
subdivision law to require the subdi-
vider to furnish a true statcment of
the maximuin depth of il used (or to
be used) prepared by a registered civil
engineer and, wiless wwaived by the
local governing body, a statcment on
the soil conditions in the subdivision.
The sratement must be supported by
engincering reports showing the soil
has heen or will be prepared in ac-
cordance with the recommendations
of a registered civil engincer,

If Local Waiver Is Not Obtained

1nn the event a waiver i not obtained
from the local governing body and
the subdivider proposes ro selt subdi-
vision lots without structural improve-
ments, he Is required to submit with
the cngineer’s report an cstimate of
the costs purchasers can expect to
mecet in preparing the soif i oa way
that structural damage is not likely to
result to buildings ereccted on the
property. The cost estimate must be
verified by a registered civil engineer.

If the subdivider fails to demon-
strate that the soil within the subdi-
vision has been, or will be, prepared
in accordance to the recommendations
of the engineer, the public repart will
not be issued.

Since subdivision expansive soil and
fill conditions have proved a fertile
source of litigation and complaints,
the commissioner requires engineering
reports to be positive and definitive in
nature. No matter how the report is
worded, it should leave no question of
doubt that, in the opinion of the reg-

istered engineer, the fill materials
were placed and compacted to certain
densities, under his inspection and
testing, and are capable of supporting
proposed construction loads without
postconstruction distress,

Buy Now, But Consult Pets

A new demand for dict foods for
pets may be creared, further enliven-
ing TV commercials, if a condition
recited n the declaration of restrie-
tions for a condominium development
recently filed with the Division of
Real Lstate, becomes common. The
condition reads:

“Not more than one talking bird
may be kept in any one dwelling ele-
ment, except as to parakeets, of which
two may be so kepr. Not more than

Commissioner Revokes
Restricted Licenses

The Real Estate Commissioner re-
voked two restricted licenses for vio-
lation of Scetions 10177(d) and (k)
of the Business and Professions Code,
that is on the grounds the licensees
willfuily disregarded or violated pro-
visions of the Real Fstate Law and the
rerms, conditions, restrictions and limi-
tations contained in the orders grant-
ing restricted licenses.

Failure to File Reporis

The two licensees were officers of a
corporation, and when their brokers’
licenses were revoked in 1959, re-
stricted licenses were issued to them,
In part, the restrictions provided that
each of them file written reports with
the DRI district office during the firse
month of each calendar quarter fol-
fowing the issuance of the restricted
license, showing cach real estate trans-
action completed during the preceding
quarcer. Failing to file reports in ac-
cordance with the orders, they were
brought to hearing.

Cheater Denied License

An applicant was denied a renciwal
real estate salesman license recently
because he violated Section 2763
of the Commissioner’s Regulations,
which spells out four specific examina-
tion rules ro be observed by exam-
necs, -

In this insrance, the candidace did
not heed the examination proctor’s in-
structions to place all books, notes and
papers on the floor or at the frong desk
of the examination room. lnstead, he
had notes and memoranda on his desk
and on his person and, during the
course of the ¢xamination, he was ob-
served referring to them.

“It locks like you're going to have to take the
three-bedroom unit, if you want to live here,
or . . M

two sengbirds may be kept in any one
dwelling element,

“Other than such fish and birds, pets
shall be limited to domesticated mam-
mals of a total weight per one bed-

room dwelling element of 40 pounds,
of a total weight per two-bedroom
dwelling of 60 pounds and of a total
weight per three-bedroom  dwelling
element of 80 pounds, and may not
exceed two in number in any one
dwelling clement, except that a lteer
of progeny may be kept until wean- .
mg, provided the weight limit be not
exceeded.”



Full Disclosure Reguired

(Conrinied from col. 1, page 725)
cighths interest in  the property
for the broker and his salesman who
provided their scven-eighths share of
the funds. The escrow closed and a
broker’s commission of §1,500 was paid
by the sellers. In 1960 the property was
sold for a net profit of $26,000.

The original owners sued the broker
and salesman, and the court awarded
damages in the sum of $14,000 {ap-
proximately the difference between
the fair market value and the sale
price of $37,000) plus punitive dam-
ages in the amount of $5,000.

The broker and salesman argued
that once the buyer had made an offer
which was accepted by the seller, the
broker could even undertake to resell
the property at the request of the new
buver (chis is the law) or, if they wish
to do so, to purchase themselves. The
court admitted that this might well be
a correct proposition of the law in
the usual case, however, here it said:

“At no time either before, during
or after the sale did the broker per-
form the duty required of him as a
real estate broker, namely to disclose
to his client the true facts concerning
the sale, nor did the broker act ethi-
cally.”

The court noted the broker had
represented the $37,000 price to be the
highest price obtainable. The court
further stated that this certainly was
not a case of a good-faith second sale
by a broker on behalf of a purchaser
of property by reason of the fact that
the broker had been an undisclosed
purchaser in this transaction from
practically the inception.

Agreement as to Mavlket Value

When vou list property vou neces-
sarily discuss market value with the
ownet. If you come back at a later
time and agree to purchase at the
listed price or at a lower price, pru-
dence would suggest that the seller
have independent advice as to the mar-
ket value of this property. If he does
not, or even if he does, the setler may
lacer claim that you had mformation
which vour position as broker re-
quired that you disclose. They will
also contend that vour information
puts you in a better position to know

Advance Fee Operators
Receive Sethack

Unlicensed activity on the part of
advance fee operators received a set-
back in a recent criminal court action
in the bay area. In this case, an unli-
censed operator entered into an agree-
ment with a property owner, which
provided for the payment of an ad-
vance fec of $600 to negotiate a loan
to be secured by a lien on the owner’s
real property. The operator failed to
obtain the loan and refused to rerurn
the money,

Complaint Filed

The investigation which followed
established that the operator had vio-
lated Section 10139 of the Real Estate
Law—acting as a real estate broker or
salesman without a license.

A complaint was filed by the DRE
with the district attorney’s office
which resulted in a misdemeanor
prosecution of the operator, who was
convicted and given a 30-day sus-
pended jail sentence. He was put on
one-year probation and ordered to
pay back the $600 advance fee he had
collected.

Facts Cited

The defendant claimed he had en-
tered into an emplover-employee
agreement with the property owner
and that the contract between them
represented a duly executed power of
attorney, under which he was acting.
He failed in this attempt to obtain ex-
emption under Section 10133 of the
Real Estate Law for the court said
that the document not only lacked the
formal terminology and acknowledg-
ments required for a power of attor-
ney, but the intent of the parties was
not, in the courts’ opinion, sufficient
to create a power of attorney. The
court added that allowing such termi-
nology to be binding would viclate
the intent and purpose of the Real
Estate Law,

the value of the property than the
seller,

This sort of transaction demands
careful documentation if vou purchase
from or sell te a client,
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LIGENSE AND EXAMIHATION
FEE SCHEDULE

Effective January 2, 1966

Examinations (fees apply o reul estate and
mineral, oif and gas licenses)
Broker .iceriieionn.
Broker reexamination
Salesmen . ... .
Salesman reexamination ..
Reschedule examination date .
Licenses (fees apply 1o real estate and min-
eral, oil and gas, octive or inoctive,
restricted end reinstatement of revoked
license)
Broker (four yeasrs} ... e 65
Salesman (four years) ... $40
Note: 1n case of original applicant, the fee
is payahle ofter applicant is notified
of pussing the examination.

Gommissioner Suspends
Broker’s License for

Demonstrated Negligence

Under Scction 10177(g) of the Real
Estate Law, the Real Estate Commuis-
sioner may proceed against a license
in a case where demonstrated negli-
gence or incompetence is shown by
the agent. Webster says the word neg-
ligence “implies inattention to onc’s
duty or business,” “incompetence -
plies inadequacy.”

Recently the commissioner ordered
suspension of a real estate broker’s li-
cense when the broker represented to
the buyers that the lot frontage of the
property purchased from him was 25
feer, when, in fact, the property had
only 20 fect of front footage.

Degpite certain mitigating circum-
stances, the hearing officer held that
the broker “should have ascertained
the true lot frontage dimensions prior
to making any representation in this
regard.”

Wihen an agene fails to vse ordinary
care in the conduct of his business,
causing an unreasonable risk of harm
to others, his actions can have far-
reaching effects, There is a possibility
that his negligent statements may be
construed as a form of deccit and, if
made carelessly wich full knowledge
that they were not justifiable, may
constitute fraud. Fraud can subject the
broker to both civil and disciplinary
action, It may affect the enforceability
of the contract between buyer and
seller.
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Summary of Changes Made in Licensing Procedure

Although past Buldletin articles have
dwelt on the significant changes in real
estate salesman licensing procedure
which go into effect January 2, 1966,
the changes are summarized below in
an cffort to clear up any misunder-
standings.

Applications for first original real es-
tate salestnan license exanunation cur-
rently received will probably be proc-
essed in 2ccordance with the law which
becomes cffective January 2, 1966.
There may not be time to process the
applications, schedule the examina-
tions, and check fingerprints so that
licenses can be issued under the present
law. No original one-year real estate
salesman licenses will be issued after
January 1, 1966. However, existing
one-year original licenses with a ter~
mination date later than January 1
will continue valid until the termi-
nation date appearing on the license
is reached.

The applicant who passes the exam-
ination at the “entrance” level under
the amended law and otherwise quali-
fies will be eligible for a four-year real
estate salesman license (not a one-year
license as at present). This lcense will
be renewable indefinitely without fur-
ther examination, The four-year li-

cense fee will be $40. The examination
fee remains as it 15--$10,

No Limitation on Reexaminations

There will be no limitation on the
numnber of reexaminations which the
real estate salesmnan license candidare
may take under the changed law, al-
though the application will be good
for only one year, After that, if the
candidate has failed to pass the exam-
ination, he may submit a new appli-
cation.

What is the sitvation where an in-
dividual has a one-vear real cstate
salesman license expiring after Janu-
ary 1, 19667 Suppose a person has a
first original license which will expire
August 10, 1966, He will not be en-
titled to the issuance of a second one-
vear license. An application to take the
examination for the four-year license
may be submitted before that date.
The holder of a second one-year li-
cense is, of course, cligible to take the
examination for a four-year license at
any time within the term of that h-
cense.

After January 1, 1966, the applicant
for license who requests rescheduling
of his examination date will pay a $4
charge.

Few Changes Made in Broker License Procedures
{ Continued from eol. 3, page 727)

application will be good for only one
year. After that, if the candidate has
failed to pass the examination, he may
submit a new application. Previous
test score results will not be consid-
ered In these circumstances.
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(4) License examination fees will
remain the same ($25).

(5) After the examination is sched-
uled, if the candidate requests a dif-
ferent date, a rescheduling fee of $4
will be charged.

Business Opportunity
Licenses

After January 1, 1966, there will
be no more business opportunity
licenses. Possession of o real estate
license will allow one to negotiate
business opportunity transactions;
no longer will a person need to
hold and pay for two licenses in
order to participate, for compensa-
tion, in a sale or a lease involving
a business opportunity,

Should the Division of Real Estate
receive an application for business
opportunity  license  examination
during the 90-day period preced-
ing the repeal of the business op-
portunity license law, the applicant
will be notified of the impending
abelition of the license,

Any person holding an un-
revoked or unsuspended busi-
ness opportunity license 90
days prior to repeal of the
business opportunity license
law can apply to the Division
of Real Estate for u real
estate license of the sume
cluass, i.e., broker or salesmon
as the case may be. Under these
conditions, the real estate license
will be granted with no examina-
tion or fee and will have the same
termination date as the surrendered
business opportunity license, This
does not apply when the holder of
a business opportunity license al-
ready has a real estate license of
the same class.




