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School cited
Failure to provide course as approved

The Department views education of real estate licensees as an essential
foundation to providing better service to the consumer. The DRE
reviews course offerings to ensure that courses provide both basic and

advanced levels of education so licensees can provide knowledgeable service
to the public. Departures from course structure as approved may result in a
diminution of course goals, objectives, and content, and the issuance of an
Order to Desist and Refrain from such departures or more importantly, a
notice that the DRE is withdrawing approval altogether. Each Order has the
effect of prohibiting the school from providing a course that was not
approved.

Such an Order was recently issued to a notable school for violating
Regulations 3000(a)(1), 3000(a)(5), 3002(b), 3004(c), 3004(d) and 3007.6.
The Education Section of the Department approved the school’s application
to offer Real Estate Principles (45 hours), as a resident (live) course and as a
separate correspondence course. DRE approved the school’s advertising of
the resident course as a “45-Hour Principles Course” and its advertising of
the correspondence course as “45-Hour Home Study Options.” Without
DRE’s approval, the school modified each course by changing it to 24 hours
of resident instruction, with the remaining 21 hours as home study, and
advertised the modified course as a “24-Hour Class With Home Study.” This
later advertisement was also never approved by DRE.

By modifying each course the school made a material change in the
offering of each of the approved Principles courses. Moreover, by advertising
the modified course as “45-Hour Home Study Options” the school engaged
in false advertising.

The school explained its conduct on the basis that students were reluctant
to enroll in a resident course requiring mandatory attendance of 45 hours.
Whatever the reason, in order to avoid disciplinary action by the Department,
a school cannot change an offering without first obtaining DRE approval.

Californians met the challenge this summer
from Maria Contreras-Sweet,
BT&H Secretary

Congratulations and thanks to
every Californian who con-
tributed to the state’s success

in meeting the energy challenge this
summer! Your commitment to con-
servation played a major role in pre-
venting rolling blackouts.

This year, the DRE and other
state offices significantly cut electric-
ity use from January through the end
of August compared to the same pe-
riod in 2000. For example, in moni-
toring 37 of the state’s largest office
buildings covering nearly 12 million
square feet, the Department of Gen-
eral Services, has recorded an average
22.4 percent drop in electricity use.
Despite hikes in utility rates, the state
was still able to save more than
$800,000 in cities such as Sacramento,
Los Angeles, San Francisco, Oak-
land, San Diego, Van Nuys, and Riv-
erside.

While the state has made extraor-
dinary progress in bringing new power
generation on line, the threat of short-
ages remains real. Conservation, both

now and for the long term, will con-
tinue to be an important part of the
strategy to keep the lights on.

Fall and winter months present
challenges just as tough as the sum-
mer months. There are increased de-
mands for power across the state for
lighting, heating and other priorities.

So we cannot let our guard down just
because the seasons have changed.

Refer to page 10 for some practi-
cal cool weather tips from the Flex
Your Power Web site that will help all
of us continue to save power, save
money and keep electricity flowing to
all California communities.
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2001 DRE Legislative Summary

The brief descriptions of 2001 legislation provided herein are
intended to alert licensees to pertinent changes to the law. We
encourage you to consult the statutes for complete informa-

tion. Copies of the bills can be obtained from the authors’ offices or
at ����������	�
���	�. All statutes are effective January 1, 2002
unless otherwise noted:

���������	
 ���
��� ������

AB 452 (Correa) Subdivision Public Report ................. 307
AB 392 (Maddox) Escrow Agents .................................. 660
AB 489 (Migden) Predatory Lending ............................ 732
AB 795 (Dutra) Real Estate........................................ 389
SB 329 (Morrow) Licensing Educational Requirements ... 26
SB 221 (Kuehl) Subdivision Water Supplies ............... 642
SB 364 (Alpert) Mortgages/Trust Deeds: Accrual of

Interest ............................................. 364

AB 452 (Correa) — Public Report Disclosure

This is a straightforward bill which adds a disclosure to public
reports that informs a prospective home buyer that he or she has the
right to negotiate with the seller for an inspection of the property. AB
452 was sponsored by the coalition of California Home Inspectors.

AB 392 (Maddox) — Escrow Agents

This bill requires the Commissioners of Real Estate, Corpora-
tions and Insurance to notify each other when taking enforcement or
disciplinary action against a person or licensee related to the providing
of escrow services. The bill also requires the departments to maintain
Web sites that include a database of individuals who have been the
subject of escrow violation disciplinary actions. AB 392 was spon-
sored by the California Escrow Association.

AB 489 (Migden) — Predatory Lending

This bill adds new provisions to the Financial Code to impose
certain restrictions in the making or arranging of covered home loans,
as defined, to help curb predatory lending. The bill also establishes
various administrative and civil sanctions against persons or licensees
who engage in prohibited acts, as defined, in the origination or
servicing of a covered loan. Note: AB 344 (Migden, Chapter 733) was
a trailer bill to AB 489 and made various technical changes to AB 489.
In addition, the provisions of AB 489 are effective July 1, 2002.

AB 795 (Dutra) — Real Estate

This bill made numerous changes to the Real Estate Law. AB 795
enhances consumer protections in mortgage brokering transactions
by clarifying the Department’s authority to discipline brokers who
violate the multi-lender criteria as set forth in Business and Profes-
sions Code Section 10229. This bill closes a reporting loophole for
services of multi-lender loans. AB 795 also requires mortgage brokers
to obtain written acknowledgments from borrowers that they re-
ceived federal disclosures. Finally, this bill makes minor reforms and
clarifications to the Recovery Account application procedures. AB
795 was sponsored by the Department of Real Estate.

Continued on page 3
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SB 329 (Morrow) — License
Educational Requirements

This bill adds a course in “Com-
puter Applications” to the list of op-
tional educational prerequisites for
obtaining a real estate broker license.

SB 221 (Kuehl) — Subdivision
Water Supplies

This bill requires verification of
adequate water supplies before tenta-
tive map approval can be granted on
subdivision projects of more than 500
units. AB 221 also provides that a
subdivider must provide written veri-
fication of the availability of a suffi-
cient water supply for projects of more
than 500 units before a public report
can be issued.

SB 364 (Alpert) — Mortgages
and Deeds of Trust: Accrual of
Interest

This bill amends the Civil Code
to conform to a similar statute, en-
acted last year as an amendment to
the Financial Code, setting forth clear
rules as to when lenders may begin
charging interest on a real property
secured loan.

Escrow services
New law mandates information
exchange between departments

For years, the Department of
Real Estate and Department of
Corporations have voluntarily

shared license applicants’ regulatory
histories to prevent a real estate lic-
ensee who has been disciplined by the
DRE from obtaining a California Fi-
nance Lenders License or a Residen-
tial Mortgage Lenders License or vice
versa. This proactive approach has
helped address the problem of a lic-
ensee whose license has been re-
voked or is facing disciplinary
action from “switching li-
censes” in order to keep op-
erating.

With the passage of AB
392 (Maddox), effective Janu-
ary 1, 2002, the Departments of Real
Estate, Corporations and Insurance
are required to share information re-
garding actions taken against persons
or licensees with respect to violations
of escrow laws. AB 392 was spon-
sored by the California Escrow Asso-
ciation in response to the problem of
escrow personnel who have been dis-

ciplined by a regulatory agency merely
“going across the street” and work-
ing for an escrow provider who is
under a different regulatory agency.
For example, a person may receive an
order from the Department of Cor-
porations barring them from work-
ing in an independent escrow com-
pany due to violating various escrow
provisions in the Financial Code only
to go to work for a title company or

real estate broker performing
escrow functions.

To address this problem,
AB 392 requires the major es-

crow regulators to communi-
cate with each other when admin-

istrative action is taken against a
person related to escrow services and
post those actions on their respective
Web sites. In turn, escrow service
providers will be able to determine if
a prospective employee has been the
subject of disciplinary action related
to escrow by checking on each regu-
lators’ Web site. In addition, the shar-
ing of disciplinary information will
help prevent the issuance of a license
to a person who has been previously
disciplined by a different regulatory
agency.

To search DRE’s records to de-
termine if a licensee has been disci-
plined for any reason, including es-
crow violations, visit DRE’s Web site
at ����
���
���	� and click on “Lic-
ensee Lookup.” In addition, DRE
will establish a link from its licensee
lookup Web page to the Web sites of
the Departments of Insurance and
Corporations to help facilitate back-
ground checks of potential employ-
ees. A little due diligence may prevent
problems for you and consumers
down the road.

A copy of AB 329 may be ob-
tained from ����������	�
���	�.

Legislation
Continued from page 2

2002
Real Estate Law Book

The DRE anticipates availability of the 2002 version of the Real
Estate Law book in January 2002. The book will contain the
Real Estate Law (from the Business and Professions Code), the

Real Estate Commissioner’s Regulations (from the California Code of
Regulations) and other pertinent excerpts from California Codes.

The law book will be offered in print and also on CD
ROM in a format compatible with Adobe Acrobat
Reader. Prices will be as follows:

� $20 for the printed version
� $20 for the CD ROM
� $35 for the printed version and CD ROM

Orders will be accepted after January 1, 2002. Use
the order form on page 11 or submit a Publications
Request (RE 350).

For the first time, the complete law book will also be available on the
DRE Web site: ����
���
���	�.
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Use of Fictitious Business Names

The Broker/Corporation Unit in the Licensing Section receives a high volume of broker/corporation change
applications requesting the addition of a fictitious business name to a particular broker or corporation license.
The processing time to issue a license with a new fictitious business name is slowed down if the application

is incomplete or the supporting documents are not in a proper format.

DRE approval of a fictitious busi-
ness name is governed in part by
Section 10159.5 of the Business and
Professions Code (B&P) and Real
Estate Commissioner’s Regulation
2731. A fictitious business name may
be added to a broker or corporation
license by submitting the appropriate
application form (RE 204 for a bro-
ker, RE 204A for a corporation) and
a copy of the fictitious business name
statement which bears the “filed”
stamp from the county clerk in the
county in which the applicant’s main
office is located. The requesting bro-
ker or corporation must be listed as
the registrant on the fictitious busi-
ness name statement. A fee is not
required to be submitted with the
application. A fictitious business name
may not be added to the license of a
real estate salesperson.

To avoid delays, licensees should
carefully read the instructions that
accompany the broker/corporation
change form, and ensure that all re-
quired information on the form is
properly and legibly completed. Some
of the most common causes for pro-
cessing delays are:
• Incomplete application forms;
• Fictitious business name state-

ment does not bear the county
clerk’s “filed stamp”;

• Broker or corporation licensee’s
name does not appear as the reg-
istrant on the fictitious business
name statement;

• The business address is different
on the fictitious business name
statement from that of the main
office address; or

• The fictitious business name en-
tered on the application differs
from the name on the fictitious
business name statement.

The Department of Real Estate
often receives fictitious business name
statements which state that the busi-

ness is conducted by a partnership,
co-partner, or limited liability com-
pany (LLC) or in which those terms
appear in the fictitious name itself.
There are no provisions in the B&P
Code which authorize the issuance of
a license to a partnership or a LLC;
therefore, those types of requests can-
not be accepted by DRE. In addition,
the following types of fictitious busi-
ness name requests cannot be ac-
cepted:
• Contains the name of a licensee

which had been previously re-
voked;

• Contains or implies the name of a
real estate salesperson, unless the
broker or corporation name is
included in the fictitious business
name;

• Implies that the business is con-
ducted by a trust;

• Contains words such as bank,
banker, savings association, or
trust company without a letter of
authorization from the Depart-
ment of Financial Institutions;

• Contains a word such as insur-
ance without a letter of authori-
zation from the Department of
Insurance;

• Contains a word such as escrow
without a letter of authorization

from the Department of Corpo-
rations;

• Contains words which imply the
name of a federal agency without
a letter of authorization from the
particular agency; or

• Contains misleading names or
names which constitute false ad-
vertising.

If a licensee has questions con-
cerning the acceptability of a pro-
posed fictitious business name, the
Licensing Section in DRE’s Sacra-
mento office should be contacted for
clarification. The fictitious business
name cannot be used by the licensee
until the name has been added to the
license and appears on DRE’s Web
site. It is suggested that a fictitious
business name request be submitted
as early as possible prior to the date
you intend to use the name, since
processing time for adding a fictitious
business name can vary depending on
the workload in the Broker/Corpo-
ration Unit. Please help us to help
you avoid delays by making certain
that you submit a properly completed
change application and fictitious busi-
ness name statement. This will serve
to eliminate any unforeseen prob-
lems that may affect the process.
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Disciplinary Action — June 2001 to Aug. 2001
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Advance Fees – uses and requirements

An advance fee includes any up
front fee or retainer collected
by a broker in exchange for

the promise to perform certain ser-
vices (Business and Professions Code
Section 10026). Some examples of
services where licensees have elected
to charge advance fees are: advertis-
ing a property on the Internet, pro-
viding certain types of signage, plac-
ing a special type of advertisement,
and processing and/or underwriting
loan applications (typically large com-
mercial loans). The laws regulating
advance fees apply to all licensees,
including those in the areas of com-
mercial real estate and lending as well
as those engaged in business broker-
age activities.

Before collecting an advance fee,
a broker must obtain the
Department’s approval of the agree-
ment and other advance fee materials
(Business and Professions Code Sec-
tion 10085). Since the circumstances
in which a broker may wish to collect
an advance fee are so varied, the
Department cannot issue a blanket
approval or contract. Therefore, be-
fore collecting an advance fee, a bro-
ker must submit the agreement that
he or she wishes to use to the DRE for
approval. Brokers who use pre-printed
forms with retainer clauses or other

advance fee provisions obtained from
stationary stores may discover that
these may not comply with the Real
Estate Law and could expose the
broker to possible license disciplinary
action.

In order to obtain approval of an
advance fee contract, the following
essential elements must be a part of
the advance fee agreement:

• The agreement must be in con-
tract form, with spaces for dating
and execution by the broker and
principal(s).

• The agreement must obligate the
principal to pay, at a specified
time, a specified advance fee.

• The agreement must obligate the
broker to deposit the advance fee
into a trust account and provide
the principal(s) with the verified
accountings required by Business
and Professions Code Section
10146.

• The agreement must obligate the
broker to use the advance fee to
fund specified services for the
principal’s benefit.

• The materials must allocate esti-
mated portions of the advance fee
to each of the services the broker

agrees to pro-
vide.

• The agreement
must obligate
the broker to complete the ad-
vance fee services by a specified
date.

• The agreement may not charac-
terize any portion of the advance
fee as non-refundable.

• The agreement must be in not
less than 10-point type.

• The agreement cannot contain
any provision that purports to
relieve or exempt the person col-
lecting the advance fee from any
obligation to fulfill verbal or other
written agreements and represen-
tations made by employees and
agents of the person contracting
for the advance fee.

While not considered a true ad-
vance fee service, some brokers en-
gage in the business of operating a
Prepaid Rental Listing Service
(PRLS), which is the business of sup-
plying prospective tenants with list-
ings of residential real properties for
tenancy in which the tenant is re-
quired to pay an advance fee or con-

Continued on page 9
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temporaneous fee to specifically ob-
tain rental listings or to purchase any
other product or service in order to
obtain such listings.

Prior to engaging in the PRLS
business, a broker must first obtain
approval of their proposed contract
from the Department (Business and
Professions Code Section 10167.9).
Specifically, Section 10167.9 requires
the broker to submit to the Depart-
ment for its review a copy of the
proposed contract to be used in the
PRLS business. This contract must
include the following:

• The services to be provided by
the broker.

• The tenant’s specifications for
rental property.

• The name, address, and phone
number of the licensee.

• Acknowledgment of receipt of
the fee.

• Contract expiration date.

• Right to Refund language.

• Small-claims court remedy.

• A clause stating that the purchase
of any service other than the list-
ing is optional.

• Signature of the licensee.

As previously mentioned, the ad-
vance fee definition includes much
more than just the collection of up
front fees to promote the purchase or

sale of real property, therefore, this
article is not intended to be an all-
inclusive treatment of the subject of
advance fees. A broker considering
collecting an advance fee for any pur-
pose should review Business and Pro-
fessions Code Sections 10026, 10027,
10085, 10085.5, 10046 and 10167
as well as Commissioner’s Regula-
tions 2970 and 2972. The PRLS
requirements can be found in the
Business and Professions Code start-
ing at Section 10167 to 10167.17.

Licensees may also call the Ad-
vance Fee Review Desk or PRLS Desk
at (916) 227-0770 with questions
regarding advance fees or Prepaid
Rental Listing Services.

New DRE Web Site Features

The DRE is continually improving its Web site to better serve licensees and
consumers. Check out the following new features at ������������	
:

��������	
������
����� — Includes information in
Spanish about the DRE’s operations, objectives, ser-
vices, program areas, and office locations as well as
Spanish translations of the following DRE publications:
Using the Services of a Mortgage Broker, Living in a
California Common Interest Development, and A Con-
sumer Guide to Filing Real Estate Complaints.

�������������� — All 29 chapters of this real estate
guide are available in a format compatible with Adobe
Acrobat Reader. Special features include quick links to
chapters, a detailed table of contents, and bookmarks
within each chapter to enhance ease of use.

�����	������� — A virtual guide to the DRE Web
site, including an overview of changes on the way.

Advance Fees
Continued from page 8
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Because You Asked
Availability of
Hazards
Booklets

The DRE has received numer-
ous inquiries regarding where

to obtain the Environ-
mental Hazards: A
Guide for Home-
owners, Buyers,
Landlords and Ten-
ants booklet referred to
in Civil Code Section 2079.7.
The booklet has been maintained
and updated by the California
Association of REALTORS® for
several years. To purchase the
booklet, go to the C.A.R. Prod-
uct Mall Online at ������������
	�

�	�

���	 or call Val Forms,
a private vendor, at (925) 461-
0570.

The Homeowner’s Guide to
Earthquake Safety and The Com-
mercial Property Owner’s Guide
to Earthquake Safety, as well as
many other informational book-
lets about geological hazards, are
available through the Seismic
Safety Commission. To order the
booklets, go to ����
��
	������
��� or call (916) 263-5506.
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Classroom Cash?
New educator loans may boost sales
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Eliminate wasted energy
� ���������
���������������	�
��������
� 3�	
���


���������
���
�����������
�����
����
���
����

�����
�
� &
��
� ��
� ���	
�� ��� ����� ���
	
��
� ��
�� �����
� ���

���������
� 3�	
���������	��
��
����
�����������
������
�������������

�
�

���

�����

A newly developed Extra Credit
Teacher Program may assist
real estate licensees in expand-

ing their client base and selling more
homes. Launched in July, the Cali-
fornia Housing Finance Agency’s
(CHFA) Extra Credit Teachers Pro-
gram provides below market interest
rates on a CHFA first loan, in combi-
nation with a forgivable interest
CHFA deferred payment second loan,
for qualified teachers and principals
seeking financing assistance with the
purchase of a first home.

By offering assistance with af-
fordable housing, the program pro-
vides a recruitment incentive for qual-
ity teachers and principals to accept –
and remain – in positions at low per-
forming schools. In return, schools
become the recipients of increased
academic standing and are better able
to provide students with high quality
education.

With a projected teacher short-
age of 250,000 over the next ten

years, administrators are having a dif-
ficult time attracting and retaining
quality educators in low performing
schools. Contributing to the chal-
lenge is the average teacher salary of
$38,635 and statewide median hous-
ing price of $276,590. Says Jerry
Smart, CHFA’s Chief of
Homeownership Programs, “We
think real estate licensees can use this
as a tool for making sales to educators
who might not otherwise qualify for
a home loan. This program may help
bridge the enormous gap between
educator salaries and home purchase
prices in California.”

Cynthia Meza, a teacher for eight
years in a low performing Southern
California school, recently became a
first-time homeowner with the Extra
Credit Teacher Program. “I looked
at a lot of places for assistance before
my lender informed me of this new
program,” says Meza, who is very
excited and glad to have the opportu-
nity to purchase a home.

Program Highlights include:

1. Extra Credit Teacher Program
CHFA first loan
• 30-year term
• Fixed, below market interest

rate
• Loan amount to the maxi-

mum a teacher or principal
qualifies for based on income

2. Extra Credit Teacher Program
CHFA second loan
• 30-year term
• Deferred payments (no

monthly payment required)
• Forgivable interest rate from

5% to 0% based on number of
years of service to low per-
forming school

Those interested in obtaining
more information about qualifications
and details are encouraged to contact
CHFA lenders, or CHFA, ECTP
Programs, 1121 L Street, 7th Floor,
Sacramento, CA 95814. Phone 1-
800-789-2432; fax 1-916-324-6589;
or visit the CHFA Web site at
�������������	
.

Check out www.flexyourpower.ca.gov for more information and ways to save money!
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PART C CREDIT CARD PURCHASE
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PART B SHIPPING INFORMATION
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Real Estate Publications
Purchase information
DRE publications may be purchased/ordered by mail, by fax,
by phone, or in person. (Refer to specific payment methods
below.)
For your convenience, most publications are available at no
cost on our Web site at ������������	
����
��.
��������— Photocopy or remove this page from your Bulletin.
Complete Parts A, B, and C (if appropriate). Mail it with the
proper fee to: Department of Real Estate, Book Orders, P.O.
Box 187006, Sacramento, CA 95818-7006
�������— Complete Parts A, B, and C. Fax form to (916) 227-
0361.
�������
�— Have credit card information ready, then call
Book Order desk at (916) 0853.
����
	�����	�������	���������
�— Complete Parts A, B, and
C (if appropriate). Offices are located in Sacramento, Los
Angeles, Oakland, Fresno, and San Diego.

Acceptable payment methods
� Personal check, cashier’s check or money order should be

made payable to: Department of Real Estate.
� VISA and MasterCard credit cards may used to purchase

DRE publications.
� Cash is acceptable only if purchasing in person and only if

it’s the exact amount of purchase.

Miscellaneous information
� Mail orders originating in California and over-the-counter

sales must include the state sales tax (7.5% for mail orders;
effective 1/1/02 tax rate will be 7.75). Requests and fees
will be returned if the appropriate sales tax is not included.

� Prices are subject to change.
� Orders received with incorrect payments will be returned.
� ���������������	
�����
�����

���

� Allow 4–6 weeks for delivery.
� Volume discounts are available. Contact DRE at (916)

227-0853 prior to ordering.

PART A SHIPPING INFORMATION
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Commissioner dedicates funds for
real estate education

Real Estate Commis-
sioner Paula Reddish
Zinnemann presented the

California Community Colleges with
a $50,000 ceremonial check repre-
senting funding for real estate educa-
tion at the fall Real Estate Educators’
Conference. Butch Grimes, real es-
tate practitioner from Los Angeles,
and Joe Newton, real estate educator
from Bakersfield, accepted the check
on behalf of the Chancellor’s Office.

By statute, the Department of
Real Estate earmarks a portion of
license fees for the advancement of
real estate education. Last year,
$50,000 was appropriated and used
to update existing community col-
lege instructor guides and student
study guides to reflect current stat-
utes, regulations, decisional law and
industry practices and standards for
real estate principles, practices, eco-

nomics, appraisal and finance courses.
A new instructor guide and student
study guide for the mortgage loan
brokering and lending course was
developed as well.

The Commissioner also delivered
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a keynote speech at the conference, in
which she reported on the status of
her education study group, provided
an update on DRE activities and plans
and responded to questions from the
audience.


