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 “ R O A D  T O  S U C C E S S ”   
HAPPY HOLIDAYS!!! 

 

I would like to thank all your support, 
help and participation to our Christmas 
and installation event on December 6, 
2009.  CAREPA needs continued growth 
and I look forward to your continued 
support, help and participation of our 
2010 CAREPA events and activities. 

I am humbled to be the 2010 CAREPA 
President.  As 2010 President, I am highly committed to 
helping members to overcome the difficulties during the 
challenging time that we now face in our economy and industry.        
The target work for CAREPA in 2010 shall include, but not be 
limited to the following: 
1.   Promote Membership: To recruit new blood. New 

members will bring new ideas and new alternatives to cope 
with the changing environment.  We need continued 
growth so that new members may contribute their talent, 
knowledge and experience to the association. 

2.   Continue Educational and Networking Activities: To 
enhance members’  professional knowledge in both cutting 
edge and traditional topics such as: the green building 
concept, energy efficient property, code of ethics, 
professional development issues, etc. 

3.   Work with Local, State and National Associations: For 
example, Acadia Association of Realtors and West San 
Gabriel Valley Association of Realtors to educate our 
members about issues affecting our ability to do business 
and serve our communities.  The support of the California 
Association of Realtors to host Cultural Diversity 
Leadership Summit in the coming Spring.  At the national 
level, we work with National Association of Realtors.   

CAREPA has been actively supporting NAR’s HOPE 
Awards.  Most recently, we participated in the award 
ceremony and activities in May of this year in Washington 
D.C.  We shall continue to support these meaningful 
endeavors. 

4.   Increase International Contact: This year CAREPA’s 
delegation visited the Taipei Association of Real Estate 
Brokers in Taiwan, and their delegation met with us at the 
NAR Expo last month in San Diego.  We have established 
a communication channel to exchange ideas and 
information.  For a better understanding of the real estate 
industry throughout the world and to widen our vision, we 
intend to continue our international contact and activities. 

It is my mission to do the best I can to make sure that this 
Association delivers the best possible services to our members 
in 2010. 
   As Charles Dickens in his book “A Tale of Two Cities”  stated:  
“ It was the best of times, it was the worst of times, it was the 
age of wisdom, it was the age of foolishness, it was the season 
of Light, it was the season of Darkness, --- we had everything 
before us, we had nothing before us.”  
   In other words, “you are the one who is holding your destiny; 
you hold the blue print in your hands for your success.  
Anything your mind can conceive and believe – you can 
achieve” .  That is the timeless philosophy of Napoleon Hill, 
author of the all time motivational best seller “Think and Grow 
Rich” .  And we are the one who decide our own future.  The 
road to success is really in our hands. 
   In closing, American dreams, investors’  opportunities, 
brokers’  possibilities; Let’s all work together to build a new 
momentum for our society.  God bless all of us!!! 
   Best wishes to all our members, wishing you and your family 
have a prosperous year in 2010. 
 
PHILIP HSU 
2010 CAREPA President 
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60-Day Notice to Terminate Tenants Extended: 

(Senate Bill 290) Existing law generally requiring a 60-day notice to terminate a month-to-month residential tenant, which was 
originally slated to sunset on January 1, 2010, has been extended indefinitely. A 30-day notice to terminate is sufficient if the 
tenant has lived in the property for less than one year, or if the landlord has sold the property and certain requirements are met as 
specified in our standard-form Notice of Termination of Tenancy (C.A.R. Form NTT). The 60-day notice requirement does not 
apply to fixed-term leases, such as a one-year lease. Other laws address tenants in properties foreclosed upon.  
 

CAREPA takes this oppor tunity to thank the 2009 Board of Directors, volunteers, sponsors, elected officials and 
par ticipants that made the Chr istmas and Installation Par ty at Almansor  Court on December  6, 2009 a very successful 
event and a fun night to be at. Ours special thanks to: N.A.R. ~ National Association of REALTORS, CAR ~ California 
Association of REALTORS, WSGVAR ~ West San Gabr iel Valley Association of REALTORS, AAR ~ Arcadia 
Association of REALTORS and Southern California Edison Company for  their  continuous sponsorship. Our  thanks also 
to all the adver tisers for  their  suppor t. Congratulations to our  2009 CAREPA Board of Directors for  a job well done and 
the new CAREPA 2010 Board Directors for  taking the leadership to continue the work. 
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COMMITTEE CHAIRS 
 

BUDGET AND FINANCE                  Margaret Chiu 
BYLAWS                      John Wong 
ELECTION                                              Nancy L in  
CHRISTMAS/INSTALLATION                 Nancy L in 
GOLF TOURNAMENT                                John Wong 
HOPE AWARD                                        Lucia Tam 

INTERNATIONAL           Suzie Koo 
MEMBERSHIP                                        Car ina Pang 
PROGRAMS/MIXERS                                      Nancy L in 
PUBLICATIONS/PUBLIC RELATIONS         Lucia Tam 
WEBSITE                                             Elizabeth Tsui 

JANUARY GENERAL MEETING 
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6:30PM 
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CHARLES (BUCK) STAPLETON 
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SAFETY IN THE WORKPLACE 

 “ What action to take before, dur ing  
and after  an ear thquake"  
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111 N. Atlantic Blvd. 3rd floor 

Monterey Park, CA 91754 
 

For reservations and information,  
contact Nancy Lin @ 626-285-8333 
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PAUL CHENG, ATTORNEY AT LAW 

Cheng Law Group 
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10 SECRETS LAWYERS 

 DON’T WANT YOU TO KNOW 
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contact Nancy Lin @ 626-285-8333 



Get Ready Now for January 2010 
RESPA Changes 

 
The Real Estate Settlement Procedures Act (RESPA) was 
enacted in 1974 to provide consumers with improved 
disclosures of settlement costs and to reduce the costs of 
closing by the elimination of referral fees and kickbacks. 
Through the years, the Department of Housing and Urban 
Development (HUD) has issued regulations and policy 
statements to provide RESPA guidance to industry and 
consumers alike. 
 

Several RESPA changes became effective on July 16, 
2008.  The most significant from a document perspective 
was the change to the mortgage servicing disclosure.  The 
rule made Regulation X consistent with changes to RESPA 
in the Economic Growth and Paperwork Reduction Act of 
1996.  To this effect the servicing disclosure was shortened 
and simplified.  There was a change to the definition of 
“Required Use”  for settlement service providers.  This part 
of the rule was repeatedly delayed and eventually 
withdrawn.  The use of Average Charges was permitted so 
lenders could use an average charge for any settlement 
service, provided that the total amounts received from the 
borrowers for that class of transactions do not exceed the 
total amounts paid to the providers of that service for that 
class of transactions.   The rule also made ESIGN 
applicable to RESPA for the electronic delivery of 
disclosures.  Finally, the rule removed expired provisions 
of the rules for aggregate accounting for escrow accounts 
and provided rules governing discrepancies between loan 
documents and state laws related to escrow cushions. 
 

On November 17, 2008, HUD published a new final rule 
“To Simplify and Improve the Process of Obtaining 
Mortgages and Reduce Consumer Settlement Costs.”   
 

It’ s been an extremely busy year for mortgage lenders and 
those in the mortgage compliance business.  We have seen 
a flurry of state activity related to SAFE Act 
implementation and many lenders have had to scramble to 
get processes and procedures in place to comply with 
changes to Regulation Z made by the passage of the 
Mortgage Disclosure Improvement Act.  In October more 
changes will become effective and new rules will be 
implemented for “higher priced mortgage loans.”   Then on 
January 1, 2010 the biggest change will be effective.  New 
documents and rules will be required for compliance with 
the Real Estate Settlement Procedures Act (RESPA).  The 
rule mandates use of a new Good Faith Estimate (GFE) and 
HUD-1 which went into effect on January 1, 2010. There is 
a revised Good Faith Estimate that is quite a departure from 
the old form.  It gives the borrower a summary of the terms 
of the loan as well as the settlement costs.  Under the new 
law if the charges from the GFE are outside of a certain 
tolerance level compared to the charges under the 
Settlement Statement, then the lender is unable to collect 
those charges.  There is also a revised Settlement Statement 
form and there will be a revised settlement cost booklet that 
will need to be provided with the early  

disclosures.  Lenders can choose to use the new documents 
prior to the January 1 deadline, but if they choose so they 
must also abide by the tolerances.  For this reason very few, 
if any, lenders have chosen to implement the new 
documents. 
 

Eight General Questions on New RESPA Rule 
NOTE: Answers in this space should not be construed as legal 
advice. Anyone seeking answers to specific RESPA questions 
should seek legal advice from an attorney familiar with RESPA. 
 

 Question: I f we are doing a " pre-qualification"  and 
therefore there is no proper ty address, should we wait 
to provide a GFE until a proper ty is identified? 
Typically, we provided a preliminary GFE.  
Answer: The final RESPA rule requires a loan originator to 
provide a GFE within 3 business days of receiving an 
"application," which is defined as "the submission of a 
borrower©s financial information in anticipation of a credit 
decision relating to a federally related mortgage loan, 
which shall include the borrower©s name, the borrower©s 
monthly income, the borrower©s social security number to 
obtain a credit report, the property address, an estimate of 
the value of the property, the mortgage loan amount sought, 
and any other information deemed necessary by the loan 
originator."  
 

HUD FAQs state: "May a loan originator issue a GFE if the 
loan originator has not received one of the six pieces of 
information included in the definition of an application 
(borrower©s name, borrower©s monthly income, borrower©s 
social security number, property address, estimate of the 
value of the property and mortgage loan amount sought)?  
 

An application includes information the loan originator 
requires the borrower to submit in anticipation of a credit 
decision. If a loan originator issues a GFE, the loan 
originator is presumed to have received all six pieces of 
information." (emphasis added). Also note that if a loan 
originator issues a GFE without a property address and the 
property address is later identified, this subsequent 
identification of the property address does not constitute a 
changed circumstance and will not allow the loan 
originator to reissue the GFE. Thus, to the extent a lender is 
pre-qualifying a borrower and does not receive all six 
pieces of information included in the definition of 
"application," the lender arguably should avoid issuing the 
borrower a GFE in connection with the pre-qualification. 
Otherwise, the issuance of the GFE presumes that the 
lender has received an "application," which binds the 
lender to the GFE unless there are changed circumstances. 
This would not prohibit a lender from giving the consumer 
a pre-qualification letter on its letterhead, as long as the 
pre-qualification letter is not titled as a Good Faith 
Estimate and does not take the shape of the GFE form.  
 

Question: How does the RESPA rule distinguishes 
between “ lender,”  mor tgage broker ,”  and “ loan 
or iginator ” ?  
Answer: When the RESPA rule refers to "loan originator," 
this is defined to include either a lender or a mortgage 
broker. If certain obligations under the final RESPA� � � ��
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Continued from page 3 ~ RESPA  
apply only to the lender or only to the mortgage broker, 
HUD uses the terms "lender" or "mortgage broker." 
 

Question: I f a mortgage broker  is involved, who is 
responsible for  a tolerance violation - the lender  or  the 
mortgage broker?  
Answer: The mortgage lender is ultimately responsible 
under the final RESPA rule for any excesses in the 
tolerance restrictions. However, the lender may try to seek 
reimbursement from the mortgage broker if the lender is 
required to reimburse any excess over the tolerance 
restrictions. If a lender decides to do this, the final RESPA 
rule does not govern this activity.  
 

Question: Must a loan or iginator  recommend 
settlement providers to a bor rower  even if it does not 
want to do so?  
Answer: Essentially, HUD expects the lender to identify at 
least one settlement service provider on the list of services 
the borrower is permitted to shop for. Arguably, each 
provider listed will be the provider the lender relies on to 
obtain prices to populate the GFE. According to HUD©s 
FAQs, when a loan originator permits a borrower to shop 
for third-party settlement services, the loan originator must 
provide the borrower with a written list of settlement 
service providers at the time of the GFE on a separate sheet 
of paper. Thus, this list could include title and settlement 
providers, survey companies, home inspectors, 
homeowners insurance companies - any provider of 
settlement services for which the consumer may shop and 
select the provider.  
 

Question: What if the contract calls for  a home 
warranty paid for  by seller? Whose side does it go on?  
Answer: If the home warranty is typically a borrower fee 
that is paid for by the seller, on behalf of the borrower, this 
fee would be disclosed in Block 6 of the GFE. On the 
HUD-1, the fee would be included in the lump sum 
disclosed on Line 1301 in the borrower©s column, with the 
home warranty fee disclosed outside of the columns. A 
charge would then be disclosed in the 500 series for the 
seller, with a corresponding credit disclosed in the 200 
series for the borrower. If, however, the home warranty fee  
 

is strictly a seller-paid fee, the charge would not be 
disclosed on the GFE. On the HUD-1, the home warranty 
charge would appear in a separate line item in the 1300 
series inside the seller©s column.  
 

Question: I f a buyer  pays a por tion of the real estate 
commission, how do you disclose this on the GFE?  
Answer: HUD has not envisioned this scenario, and, in fact, 
would likely treat the real estate commission as a seller fee. 
As a seller fee, the commission would not be required to be 
included on the GFE. If the buyer later agrees to pay a 
portion of the real estate commission, this amount would be 
reflected in the borrower©s column of the HUD-1. As the 
fee would not be disclosed on the GFE, tolerances are not 
an issue. 
 

Question: How can a lender ’s underwr iting standard 
that prohibits cash back to the buyer  at closing be 
reconciled with a tolerance that is exceeded at closing?  
Answer: This is not an issue addressed by the final RESPA 
rule. To the extent a lender or investor©s underwriting 
guidelines do not allow cash back to the buyer at closing, 
note that RESPA allows a lender up to 30 days after closing 
to cure any tolerance violations. As long as the same 
underwriting guidelines do not prohibit cash back to the 
buyer after closing, making the reimbursement to the buyer 
within 30 days after closing may be a way around this 
limitation. Otherwise, lenders may have to revise their 
underwriting guidelines to account for the lender©s cure of 
tolerance violations at closing.  
 

Question: How does a change in the closing date affect 
the completion of the HUD-1?  
Answer: If there is a change in the closing date, typically 
this only affects the amount of pre-paid items that are 
disclosed on both the GFE and the HUD-1, like escrow and 
daily interest charges. These items, however, are subject to 
the no tolerance restriction, which means they may change 
by any amount at closing. Thus, to the extent the closing is 
rescheduled, these pre-paid items may change on the HUD-
1 without restriction.  
 

Answers provided by national RESPA expert, Phillip L. 
Schulman, Esq., partner in the law firm of K&L Gates, 
Washington, D.C.      

 

Other Significant Laws: 
Other new laws that may interest REALTORS® include:  
Landlord Utilities: Requires certain utility companies to notify residential tenants of landlord's past due accounts and 
upcoming shutoffs, and allows tenants to begin service in their own names and deduct payment from rent (Senate Bill 
120).  
Mobile home Parks: Prohibits management from requiring a homeowner to use a specific broker or dealer when 
replacing a mobile home or manufactured home on a space in a mobile home park (Senate Bill 804).  
Swimming Pools: Requires anti-entrapment devices for owners of apartment buildings, condominium complexes, 
and others, including the filing of compliance statements (Assembly Bill 1020). 
Mechanic©s L iens: Provides new procedures, including service of a Notice of Mechanic©s Lien to the owner and mandatory 
recording of a lis pendens when enforcing a mechanic©s lien (Assembly Bill 457).  
Low Water-Using Plants: Renders unenforceable any HOA provision prohibiting landscaping with water-efficient plants 
in common interest developments (Assembly Bill 1061).  
Reverse Mortgages: Provides new disclosure and other requirements under the Reverse Mortgage Elder Protection Act 
(Assembly Bill 329).  
Plumbing Fixtures: Provides new disclosure and other requirements for water-conserving plumbing fixtures effective on or 
after January 1, 2014 (Senate Bill 407).  
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New California Real Property Tax Law 
Effective January 1, 2010: Changes To 
Penalty For Failure To Report Changes 
Of Ownership In Entities 
Publication: CCN Client Alert 11.30.09  
 

Owners of real property should take note of a new 
California property tax law that is effective on January 1, 
2010. Senate Bill 816, signed into law by Governor 
Schwarzenegger on October 11, 2009, establishes a stricter 
penalty when a legal entity does not report a change in 
control or a change in ownership to the State Board of 
Equalization within 45 days of the event. 
 

There are three common classes of events that may cause 
California real property to be reassessed: first, new 
construction; second, transfers of real property or of 
interests in real property (collectively, “ real property” ); and 
third, transfers of interests in entities that own real property 
such as corporations, partnerships and limited liability 
companies (collectively, “ legal entities” ). The new law 
relates only to transfers of interests in legal entities. 
 

Transfers of interests in a legal entity will cause a 
reassessment of the California real property owned by the 
entity in two circumstances: first, if some person or entity 
that previously did not have control ends up with control; 
second, in certain situations when there has been a 
cumulative transfer of more than 50% of the interests in the 
entity, even if no person or entity ends up with control. 
“Control”  here means a greater than 50% interest in the 
entity. The law ignores certain transfers where the 
ownership of the transferor and the transferee is identical as 
well as certain other transfers that are not discussed here. 
 

Under pre-2010 law, where a legal entity owns California 
real property and a person or entity acquires control of the 
property-owning entity (the first rule above), or there is a 
transfer of control in the property-owning legal entity (the 
second rule above) then the acquiring person or entity or 
the transferring legal entity was required to file a change in 
ownership statement within 45 days of the event. However, 
there was no penalty if the required filing was not made. 
Rather, a penalty could apply only if the State Board of 
Equalization contacted the entity in writing and then only if 
the entity still failed to file the statement within 60 days. 
Even if the 60-day filing window was missed, the legal 
entity could still apply to the State Board of Equalization to 
have the penalty abated. 
 

The new law imposes the penalty if the entity or person 
required to file does not report the change of ownership 
within 45 days from the earlier of the date of the change of 
ownership or the date of a written request by the State 
Board of Equalization to report the transfer. In other words, 
the taxpayer can no longer just wait to be prompted by the 
authorities. Further, the penalty is no longer automatically 
extinguished if a change of ownership statement is filed 
within 60 days of being notified of the penalty. 
Nonetheless, the assessee may still apply to the relevant 

county board of supervisors (as opposed to the State Board 
of Equalization) to have the penalty abated. 
 

The law does not change the rules for reporting changes in 
ownership that are related to the transfer of real property or 
transfers involving trusts owning real property. For these 
transfers, the penalty applies only if the assessor has made 
a written request for the change of ownership statement and 
the property owner has failed to file the statement within 45 
days of the request. 
 

The amount of the assessable penalty can be substantial. 
Under the new law, a failure to file a change in ownership 
statement can result in an assessable penalty of ten percent 
of the taxes applicable to the legal entity’s real property. 
 

The rules relating to changes of ownership can be subtle; 
slight structural variations can sometimes yield vastly 
different results. Before-the-fact transaction planning is 
often critical in minimizing after-the-fact transaction 
property tax increases. 
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What©s New 
·  Increase in rates—Assembly Bill X3 3 increased 

the California maximum income tax rate to 9.55 
percent for tax years beginning on or after January 1, 
2009, and amended Revenue and Taxation Code 
Section 17041. The withholding rates also increased for 
optional gain on sale to 9.55 percent for individuals and 
non-California partnerships, to 11.05 percent for S 
corporations, and to 13.05 percent for financial S 
corporations.  

·  Processing changes for  withholding forms and 
payments—For taxable years beginning January 1, 
2010, we are implementing a new process for real 
estate withholding forms and payments. Follow our 
new instructions carefully to avoid errors and the 
possible assessment of penalties and interest. Effective 
January 1, 2010, the following items impact the filing 
and reporting of real estate withholding:  

 

Withholding Requirements for  Sale of California 
Real Estate 

 

Carbon copies—Form 593, Real Estate Withholding Tax 
Statement, no longer contains carbon copies. It is now a 
single page form; however, you must still complete, file, 
and distribute three copies of Form 593. See Form 593 
instructions for more information.  
 

Payment vouchers—Form 593-V, Payment Voucher for 
Real Estate withholding, is no longer used just when 
Form(s) 593 are submitted electronically. You must now 
submit a real estate withholding payment with Form 593-V 
when you submit Form(s) 593 electronically or by mail. 
Send only one voucher per payment. 
 

Faxed forms—we no longer can process real estate 
withholding forms we receive by fax. Refer to each form’s 
instructions for submission time frames.  
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�  Prime LANDBANKING opportunity in one of the fastest growing and business-
friendly c ity in the U.S.A. with major development projec ts. Loc ated in the 
best region in SOUTHERN CALIFORNIA booming NOW! 

�  Soon to break ground High-Speed Rail (Bullet Train) Projec t in the U.S. from L.A.-
Vic torville-Las Vegas sc heduled for 2nd quarter of 2010 

�  New freeway projec t that will c onnec t L.A. area to Las Vegas route 

�  Major logistic s c enter with a irport, ra il, and truc k ac cess (WARREN BUFFETT 
INVESTED IN THIS MAJOR COMPANY WITH $44 BILLION IN 2009) 

�  Land parc els from 1 to 10 ac res zoned c ommerc ia l, industria l, & residentia l 
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3-D FINANCIAL REAL ESTATE ADVISORS, LLC 
For  more info and to attend our  seminar , contact:   PAUL C. 

TECSON 
8001 I rvine Center  Dr ive, Suite 400 

I rvine, California, 92618 USA 
Main tel:   (949)754-3988    Direct cell:  (951)830-9768 
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Real Estate Withholding Information 

·  Subscription Services—Sign up online to get email 
updates on real estate withholding and other topics.  

·  Educational withholding video for Real Estate 
Escrow Persons and buyers | Text version  

·  Top 10 Real Estate Withholding Errors  
·  Frequently Asked Questions  
·  Real estate withholding agents may be required to 

file withholding data electronically.  
·  Filing requirement - You must file a California tax 

return to report your real estate sale and to claim 
real estate withholding:  

o Resident individual—Form 540 Booklet  
o Nonresident and part-year resident 

individual—Form 540NR Booklet  
o Corporation—Form 100 Booklet  
o S Corporation—Form 100S Booklet  
o Fiduciary—Form 541 Booklet  
o Partnership—Form 565 Booklet  
o Limited Liability Company—Form 568 

Booklet  
Attach a complete copy of your federal return 
(including schedules) to your California return. 

Real Estate Foreclosures and Shor t Sale Transactions 
Withholding is required for real estate 
foreclosures and short sale transactions unless any 
exemptions certified on Form 593-C applies or 
the sale qualifies for one of the following 
automatic exclusions: 
·  The total sale price is $100,000 or less.  
·  The seller is a bank acting as a trustee, other than 

a trustee of a deed of trust.  
·  The buyer is acquiring the property as part of a 

foreclosure.  
In the case of a foreclosure, the buyer must 
be acquiring the property under one of the 
following conditions for the seller to be 
excluded from withholding:  

·  A power of sale required under a mortgage or deed 
of trust.  

·  A decree requiring foreclosure.  
·  A deed in lieu of foreclosure.  

For more information on real estate foreclosures 
and short sale transactions, refer to Publication 
1016, Real Estate Withholding Guidelines. (Note: 
the 2010 version of this publication will be 
available in mid-January.) 
Withholding Rates 
California law requires withholding of 3 1/3 
percent of the total sale price. Alternatively, you 
may elect to withhold on the gain on sale and apply 
the following rates: 

·  9.55 percent for individuals and non-California 
partnerships (effective 01/01/09)  

·  8.84 percent for corporations  
·  10.84 percent for banks and financial corporations  
·  11.05 percent for S corporations (effective 

01/01/09)  
·  13.05 percent for financial S corporations 

(effective 01/01/09)  
For more information, refer to the Form 593-C and 
593-E Booklet, Real Estate Withholding Certificate 
and Computation of Estimated Gain or Loss. 
Certain sellers may be exempt from withholding. 
The forms and publications below will help you 
understand California©s withholding requirements. 

Withholding Forms and Publications 
·  Form 593, Real Estate Withholding Tax Statement  
·  Form 593-C and 593-E booklet, Real Estate 

Withholding Certificate and Computation of 
Estimated Gain or Loss  

·  Form 593-I, Real Estate Withholding Installment 
Sale Agreement  

·  Publication 1016, Real Estate Withholding 
Guidelines  

·  FTB 7429, Do I Need To Withhold On This Trust?  
·  Publication 7429LLC, Real Estate Withholding for 

Sales by Limited Liability Companies (LLCs)  
�������������������������������������������������������������������������������������������������

Continued from page 4 ~ Other Significant Laws: 
 

California Senate Bill 306 was signed into law by 
Governator  on August 5, 2009; California Civil Code 
section 2943 was revised (effective January 1, 2010). 
This new law deals with escrow in short sales and inserts a 
short payoff amount request into the existing payoff 
demand, which generally requires a lender to respond to a 
request for a payoff demand statement within 21 days from 
when it is requested, typically by escrow  
This new law essentially requires, after  a short pay 
off has already been approved in wr iting by lender , 
that lender  must respond to a request for  a shor t-pay 
demand statement within 21 days.   The lender’s 
response to escrow can be a short-pay demand statement or 
even perhaps a written statement electing not to proceed 
with the proposed transaction.  
 

In practice, a lender may approve a short sale subject to its 

review of a closing statement prepared by escrow, but the 
lender does not review that closing statement 
promptly.   Under the new law, after lender approves 
owner’s short pay, and if a lender fails to approve the 
closing statement within four days, the closing statement 
shall be deemed approved.  However, that deemed approval 
would be only if it is “not clearly contrary to the terms of 
the short-pay agreement or the short-pay demand statement 
provided to the escrow holder.”  
 

The new law does not bind a lender to a short payoff 
amount in an offer where the lender has not approved in 
writing the owner’s short pay. 
 

After  lender  has agreed in wr iting to the owner ’s shor t 
pay request, and after  owner/borrower submits to the 
lender  a “ shor t sale request,”  the lender  is required to 
accept or  decline it within 21 days. 

7 
  



 

Continued from page 7  
Trigger for lender’s duty to respond quickly is buyer’s 
written short sale request to include:  
A. A copy of an existing contract to purchase the property 

for an amount certain; 
B. A copy of the written short-pay agreement between 

owner and lender in the possession of the entitled 
person. 

C. Information related to the release of any other liens on 
the property, if any. 

D. “Short pay agreement”  is between owner and lender 
and is further defined as an agreement in writing in 
which the beneficiary agrees to release its lien on a 
property in return for payment of an amount less than 
the secured obligation. 

 

How does this work?    
 

1.  The prospective seller must first have in hand a 
written agreement with the lender agreeing, in advance, 
to a short sale.   
 

But there is no deadline for the lender to provide the 
agreement.  And there is no requirement for whether 
the agreement specifies how much the lender will  

accept.   This allows the lender to provide the 
agreement.  However, the lender is not obligated to 
accept a short sale if it is for less that one dollar below 
the total owed. 
 

2.  The owner/borrower gets a bona fide purchase 
offer and makes a short-pay request. 
 

3.   After lender has approved in writing the owner’s 
short pay request, and after lender receives bonafide 
purchase offer, it has 21 days to respond.  
Lender’s response can set forth whether they 
accept existing offer, and/or specify price and terms 
lender would agree to a short sale. 
 

Owner ’s Challenge ~ Getting the agreement from lender  in 
the first place that it agrees to the shor t-pay and sale.  There 
is no time requirement for  the lender  to provide one.  
 

Solution for  the owner /bor rower  on proposed shor t sale ~ 
Star t immediately, follow guidelines and ask your  lender  for  

a shor t-pay agreement. 
 

See SB 306, new California law on short sales  
California law has been changed at Civil Code Section 2943, 
effective star ting January 1, 2010, with new rules on shor ts 
sales and obligations of lenders.  
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