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SUMMARY

The California Court of Appeal affirmed judgment for the defendants in an action concerning

foreclosure and the priority of deeds of trust on real property. The court held that a subordination

agreement remained valid despite a clerical error misstating the amount of the underlying note,

because the error was immaterial to the parties' intended reordering of lien priorities.
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After a court trial, the trial court entered judgment for Engelman and
the other respondents in Klingele's action for judicial foreclosure.
Klingele appealed from the amended judgment, challenging the
statute-of-limitations treatment of the cross-complaint, the consistency

of the findings, and the validity of the subordination agreement.

The interpretation of a written instrument is reviewed independently as

a question of law.

Published in part; parts I1.A and II.B were excluded from publication,
while the remainder was certified for publication.
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QUESTIONS PRESENTED

1. Whether the subordination agreement was invalid because it contained a clerical error misstating the

value of Klingele's note.

2. Whether the trial court properly interpreted the subordination agreement as subordinating Klingele's lien

to Engelman's later deed of trust.

3. Whether the appeal could be construed as taken from the amended judgment that superseded the original

judgment.

HOLDINGS

1. A clerical error misstating the value of Klingele's note did not invalidate the subordination agreement

because the error was not material to the parties' intended reordering of lien priorities.

2. The court could construe the appeal as taken from the amended judgment because that judgment

superseded the original judgment and the notice of appeal was filed after the amended judgment issued.

KEY QUOTATIONS

“The interpretation of a written instrument presents a question of law for this court to determine anew.” (192
Cal. App. 3d at 1485)

“In our independent judgment, we are satisfied that the subordination agreement was intended to reorder the
priorities of the various liens and that the error in the agreement was not material.” (192 Cal. App. 3d at
1485)

“Having concluded that the subordination agreement is valid, we need not consider any other issues.” (192
Cal. App. 3d at 1486)

FACTUAL BACKGROUND

In March 1980, the Troutmans executed $30,000 and $10,000 promissory notes to Klingele, secured by deeds of
trust on La Honda property. When Engelman agreed to make an additional $126,000 loan only if his deed of
trust received priority, Klingele executed a subordination agreement, which correctly reordered lien priorities but
misstated the value of Klingele's note as $126,000. After the Troutmans defaulted and Engelman foreclosed,
Klingele sought judicial foreclosure on the remaining $30,000 note, while Engelman and the other respondents

relied on the subordination agreement and sought related declaratory and title relief.

PROCEDURAL HISTORY

Klingele held a $30,000 note secured by a deed of trust on La Honda property. After the trial court bifurcated the
proceedings, it first ruled that Engelman's cross-complaint was barred by the statute of limitations, then ruled on



Klingele's foreclosure complaint and found the subordination agreement valid despite a clerical error. The court
entered judgment for Engelman on the grounds that the agreement remained valid and that equitable subrogation
also made Klingele's deed subordinate. The appellate court construed Klingele's appeal as taken from the

superseding amended judgment and affirmed.
DISPOSITION

affirmed
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