Section 1  30 out of 35 winning
31 out of 35 questions correctly. 

You have passed the course for 104SEC1 with a score of 88%.

A licensee may act as an agent for himself. 

[image: image1.wmf]a) True
[image: image2.wmf]b) False
2. Individuals who wish to become real estate brokers are issued a broker license by the California Association of Realtors. 

[image: image3.wmf]a) True
[image: image4.wmf]b) False
3. For purposes of administering real estate law, a sales agent is only considered an employee, and not an agent, when acting within the course and scope of employment with a broker. 

[image: image5.wmf]a) True
[image: image6.wmf]b) False

4. "For Sale" signs in mobilehome parks may be up to: 

[image: image7.wmf]a) 34 inches wide and 26 inches high.
[image: image8.wmf]b) 24 inches wide and 36 inches high.
[image: image9.wmf]c) 25 inches wide and 34 inches high.
[image: image10.wmf]d) none of the above.

5. Should a buyer discover an error in a home inspection report (HIR) regarding the existence of a defect affecting the value of the property, the buyer has no more than four years after the date of the inspection to recover any money losses. 

[image: image11.wmf]a) True
[image: image12.wmf]b) False

6. A home inspector who prepares a home inspection report, the company employing the home inspector and any affiliated company may not: 

[image: image13.wmf]a) pay referral fees to brokers for the referral of any home inspection business.
[image: image14.wmf]b) offer to perform any repairs on a property which was the subject of a HIR prepared by them within the past 12 months.
[image: image15.wmf]c) inspect any property in which they have a financial interst in its sale.
[image: image16.wmf]d) all of the above.

7. When asked by a prospective buyer about any aspect, feature or condition which relates to the property in some way, a listing agent is duty-bound to respond fully and fairly to the inquiry. 

[image: image17.wmf]a) True
[image: image18.wmf]b) False

8. A listing agent owes no duty to a ____________ to address the existence of an easement located on the listed property. 

[image: image19.wmf]a) seller
[image: image20.wmf]b) broker
[image: image21.wmf]c) prospective buyer
[image: image22.wmf]d) title company

9. A listing agent may use information obtained from a seller concerning the size of a property in an advertisement offering property for sale. 

[image: image23.wmf]a) True ??
[image: image24.wmf]b) False

10. It is the duty of a listing agent to advise a prospective buyer to investigate the consequences of disclosed facts before deciding to buy. 

[image: image25.wmf]a) True
[image: image26.wmf]b) False
11. A transaction exempt from delivery of a condition of property statement includes transfers from neighbor to neighbor. 

[image: image27.wmf]a) True
[image: image28.wmf]b) False
12. Garage door openers installed after ___________ are required to have a sensor which, in the event of an obstruction, causes a closing door to open and prevents an open door from closing. 

[image: image29.wmf]a) January 1, 1990
[image: image30.wmf]b) January 1, 1991
[image: image31.wmf]c) January 1, 1992
[image: image32.wmf]d) January 1, 1993

Garage Door Sensors - eHow.com
By law, garage door openers must have a safety device installed to shut off ... Garage door openers made after Jan. 1, 1993, use a photo-eye sensor ... In the 1990s, government-imposed federal regulations required garage door openers to ...
13. Every agent has an affirmative duty owed to a buyer to disclose prior deaths when the death might affect the buyer's valuation or desire to own the property. 

[image: image33.wmf]a) True
[image: image34.wmf]b) False

14. On receiving notice that a smoke detector is inoperable, the landlord is required to promptly repair or replace it. 

[image: image35.wmf]a) True
[image: image36.wmf]b) False

15. Actual use of the Natural Hazard Disclosure Statement by sellers and their agents is mandated on the sale of one-to-four unit residential properties. 

[image: image37.wmf]a) True
[image: image38.wmf]b) False

16. A seller and listing agent may obtain natural hazard information: 

[image: image39.wmf]a) directly from the public records themselves.
[image: image40.wmf]b) by employing a natural hazard expert, such as a geologist.
[image: image41.wmf]c) both a and b.
[image: image42.wmf]d) neither a nor b.

17. Lead-based paint is defined as paint or surface coating that contains lead equal to at least .5 milligrams per square centimeter or 1% by weight. 

[image: image43.wmf]a) True
[image: image44.wmf]b) False

Lead-Based Paint means paint or other surface coatings that contain lead equal to ... one milligram per square centimeter or more that 0.5 percent by weight. ... that contains total lead equal to or exceeding four hundred parts per ..

18. The seller and the listing broker must each keep a copy of the lead-based paint disclosure statement for at least three years from the date the sale is completed. 

[image: image45.wmf]a) True
[image: image46.wmf]b) False

19. When conditions are the subject of contingency provisions, the conditions are initially distinguished by whether they: 

[image: image47.wmf]a) do occur, called personal-satisfaction contingencies.
[image: image48.wmf]b) are approved, called event-occurrence contingencies.
[image: image49.wmf]c) both a and b.
[image: image50.wmf]d) neither a nor b.

20. Conditions concurrent consist of noncontingent, mandatory performance provisions calling for the buyer or seller to perform such activity which must occur. 

[image: image51.wmf]a) True ?????
[image: image52.wmf]b) False

21. A written contingency does not need to include: 

[image: image53.wmf]a) a description of the event addressed in the contingency.
[image: image54.wmf]b) the method for service of the notice of cancellation on the other person.
[image: image55.wmf]c) a waiver of the right to cancel the transaction.
[image: image56.wmf]d) the time period in which the event called for in the contingency must occur. 

22. The existence of an oral or written contingency provision in a purchase agreement does not render the agreement void. 

[image: image57.wmf]a) True
[image: image58.wmf]b) False

23. An arbitration provision in a real estate purchase agreement, listing or lease: 

[image: image59.wmf]a) is an arbitration agreement between the arbitrator and each person who agrees to be bound by the provision.
[image: image60.wmf]b) defines the arbitrator's powers and limitations on those powers.
[image: image61.wmf]c) both a and b.
[image: image62.wmf]d) neither a nor b.

24. The widely understood purpose for including a time-essence clause in a purchase agreement is to protect the seller from delays in the buyer's payment of the sales price. 

[image: image63.wmf]a) True
[image: image64.wmf]b) False

25. Before either a buyer or seller can effectively cancel a transaction, they must "place the other person in default". 

[image: image65.wmf]a) True
[image: image66.wmf]b) False

26. Failure of a buyer to deposit funds into escrow as called for in the purchase agreement and escrow instructions always means the buyer is in default. 

[image: image67.wmf]a) True
[image: image68.wmf]b) False

27. When a syndicator exercises an option, a ______________ is automatically formed. 

[image: image69.wmf]a) land sales contract
[image: image70.wmf]b) unilateral sales contract
[image: image71.wmf]c) bilateral sales contract
[image: image72.wmf]d) none of the above

28. An option agreement provides benefits for both buyer and seller. 

[image: image73.wmf]a) True??
[image: image74.wmf]b) False

29. A right of first refusal is also called a(n) _______________ to purchase. 

[image: image75.wmf]a) option
[image: image76.wmf]b) preemptive right
[image: image77.wmf]c) discretionary right
[image: image78.wmf]d) none of the above

30. Prior to closing a sale, a seller-in-foreclosure has a statutory three-day right to cancel the equity purchase agreement he has entered into with an EP investor. 

[image: image79.wmf]a) True
[image: image80.wmf]b) False
31. The broker representing an EP investor must, when negotiating an EP transaction, deliver to the seller-in-foreclosure a written EP disclosure statement that the buyer's agent representing the EP investor is: 

[image: image81.wmf]a) a licensed real estate broker.
[image: image82.wmf]b) bonded by a surety insurer for twice the property's fair market value.
[image: image83.wmf]c) both a and b.
[image: image84.wmf]d) neither a nor b.

32. Buyer-occupants are frequently unwilling to purchase property in foreclosure since the property is often physically damaged or unattractive and improperly encumbered. 

[image: image85.wmf]a) True
[image: image86.wmf]b) False

33. A seller who is faced with a breaching buyer and the loss of the sales transaction must first decided whether to: 

[image: image87.wmf]a) enforce the purchase agreement and have a court order the buyer to close escrow.
[image: image88.wmf]b) remarket the property for sale promptly and diligently seek to locate a buyer.
[image: image89.wmf]c) retain the property and postpone or entirely forego any resale effort.
[image: image90.wmf]d) all of the above.
34. The use of the word transmutation is required in a transfer document to transmute separate or community property. 

[image: image91.wmf]a) True
[image: image92.wmf]b) False
The use of the word “transmutation” is not required in a transfer document to transmute property. A transmutation would have taken place had the consent agreement contained the provision, “I give to the account holder any interest I have in the funds deposited in this account.” [In re Estate of MacDonald (1990) 51 C3d 262]
35. An instrument which can be used to authorize one spouse to manage and control community property is: 

[image: image93.wmf]a) a power of attorney.
[image: image94.wmf]b) a revocable trust in which one spouse is the named trustee.
[image: image95.wmf]c) a limited partnership.
[image: image96.wmf]d) all of the above.
============================

Section 2 

24 out of 35 questions correctly.

Don’t trust the follow yet! 

27 out of 35 questions correctly. 

You have passed the course for 104SEC2 with a score of 77%. 

Okay now after redlined is changed
1. When the ownership in property is vested as a joint tenancy, the death of a joint tenant automatically extinguishes the deceased joint tenant's interest in the real estate. 

[image: image97.wmf]a) True
[image: image98.wmf]b) False

2. In federal law, the classic definition of a corporate security is: 

[image: image99.wmf]a) an investment of money.
[image: image100.wmf]b) a common enterprise, providing for mutual success or failure of the group in its investment goals.
c) an expectation of profits produced by the efforts of others.
[image: image101.wmf]d) all of the above.

corpo​rate security is: 

an ••investment of money; 

a ••common enterprise, providing for mutual success or failure of the group in its investment goals; and 

an ••expectation of profits produced by the efforts of others.[Securities and Exchange Commis​sion v.W.J. Howey Co. (1946) 328 US 293]

3. A homestead is a dollar amount of the equity held by a homeowner in his dwelling with priority on title over most judgment liens and some government liens. 

[image: image102.wmf]a) True
[image: image103.wmf]b) False

4. A quiet title action determines the priority of the debtor's lien and the recorded homestead on the title. 

[image: image104.wmf]a) True
[image: image105.wmf]b) False

5. The good faith requirement prevents an intentional exploitation of the balancing hardships rule. 

[image: image106.wmf]a) True
[image: image107.wmf]b) False

6. A landlord's viable option for the collection of unpaid late charges from the tenant is to accept the rent check and file an action in small claims court for the unpaid late charge amounts. 

[image: image108.wmf]a) True
[image: image109.wmf]b) False

7. A residential landlord may not deduct from the security deposit amounts reasonably necessary to dispose of abandoned personal property. 

[image: image110.wmf]a) True
[image: image111.wmf]b) False

8. A residential landlord must deliver an itemized statement of deductions and any security deposit remaining no later than 21 days after the tenant vacates the premises. 

[image: image112.wmf]a) True
[image: image113.wmf]b) False

9. A partial payment agreement entered into by a residential landlord and tenant on acceptance of a portion of the rent due is evidence of: 

a) the landlord's receipt of partial rent.
[image: image114.wmf]b) the tenant's promise to pay the remainder of the rent by the rescheduled due date.
[image: image115.wmf]c) notification of the landlord's right to serve a 3-day notice on failure to pay the remaining balance.
[image: image116.wmf]d) all of the above.
10. A residential or nonresidential 30-day notice to vacate the premises is only effective when used by a landlord or tenant to terminate a periodic tenancy. 

[image: image117.wmf]a) True
[image: image118.wmf]b) False

11. A landlord is not required to expend extraordinary amounts of time and money constantly conducting extensive searches for possible dangerous conditions. 

[image: image119.wmf]a) True
[image: image120.wmf]b) False

The landlord is not required to expend extraordinary amounts of time and money constantly conducting extensive searches for possible dangerous conditions.[Mora, supra] p209

12. The discount rate is important to private money lenders: 

[image: image121.wmf]a) who are not licensed real estate brokers.
[image: image122.wmf]b) who do not arrange their loans through real estate brokers.
[image: image123.wmf]c) both a and b.
[image: image124.wmf]d) neither a nor b.

The discount rate 
The discount rate is the interest rate the Federal Reserve charges banks and thrifts who borrow funds directly from the Fed to maintain reserve requirements.[See Figure 1] 

The discount rate is important to private money lenders who are: 

not licensed real estate brokers; and ••
do not arrange their loans through real estate brokers.

========
13. When a lender breaches its oral commitment, a borrower's reliance on anything less than an unconditional written loan commitment is not legally justified. 

[image: image125.wmf]a) True
[image: image126.wmf]b) False

14. Equity purchase statutes do not apply to all EP investors. 

[image: image127.wmf]a) True
[image: image128.wmf]b) False

Equity purchase statutes apply to all buyers who are EP investors regardless of the number of EP transac​tions the investor completes.The investor does not need to be in the business of buying homes in fore​closure for the statutes to apply to him.[Segura v.McBride (1992) 5 CA4th 1028]

15. A ______________ is a final lump sum payment of remaining unpaid principal, which is due on an earlier date than had the periodic payment schedule continued until the principal was fully amortized. 

[image: image129.wmf]a) compound payment
[image: image130.wmf]b) due-date payment
[image: image131.wmf]c) balloon payment
[image: image132.wmf]d) all of the above

16. The prepayment penalty clause in most trust deeds allows the lender to charge a penalty if the loan is voluntarily or involuntarily paid off before the due date. 

[image: image133.wmf]a) True
[image: image134.wmf]b) False

17. An impound account is a money reserve consisting of the property owner's funds held by a beneficiary and used for paying property taxes, insurance premiums or bonded offsite improvements. 

[image: image135.wmf]a) True
[image: image136.wmf]b) False

18. A deficiency judgment is based on a cash value of the secured real estate consistent with market conditions at the time of the foreclosure sale, called the ______________ of the property. 

[image: image137.wmf]a) asset price deflation
[image: image138.wmf]b) intrinsic value
[image: image139.wmf]c) current resale value
[image: image140.wmf]d) fair market value

19. Seller financing 
does not include the creation of alternative documentation, sometimes called masked security devices. 

[image: image141.wmf]a) True
[image: image142.wmf]b) False

Seller financing consists solely of arranging the financing of real estate. It does not include the creation  of alternative documentation, sometimes called masked security devices.
20. A buyer and seller should determine and analyze the risks and benefits accompanying their use of an unescrowed, unrecorded and uninsured land sales contract before they: 

[image: image143.wmf]a) sign and deliver an offer to purchase on a land sales contract.
[image: image144.wmf]b) sign and deliver the land sales contract and transfer downpayment funds and possession. 
[image: image145.wmf]c) both a and b.
[image: image146.wmf]d) neither a nor b.

21. Taxwise, lease-option sales are recharacterized by the Internal Revenue Service, the state Franchise Tax Board and the county assessor as carryback financing or land sales contracts. 

[image: image147.wmf]a) True
[image: image148.wmf]b) False

22. Today, the remaining goal of usury laws is the prevention of _______________ by private lenders. 

[image: image149.wmf]a) loan-sharking
[image: image150.wmf]b) forfeiture of interest
[image: image151.wmf]c) exemption
[image: image152.wmf]d) none of the above

23. An all-inclusive note is also called a wraparound note or overriding note. 

[image: image153.wmf]a) True
[image: image154.wmf]b) False

24. The two variations of the AITD are differentiated by the amount of the payoff demand the carryback seller can request for satisfaction of the all-inclusive note and reconveyance of the AITD. 

[image: image155.wmf]a) True
b) False

25. Capital is withdrawn in a §1031 reinvestment plan: 

[image: image156.wmf]a) in the form of cash or principal in a carryback note received on the sale of the property sold.
[image: image157.wmf]b) by assuming a lesser amount of debt on the purchase of the replacement property than the amount of the debts encumbering the property sold without executing a carryback note as an offset.
[image: image158.wmf]c) both a and b.
[image: image159.wmf]d) neither a nor b.

26. On the sale of a homeowner's residence, up to $250,000 in profit per owner-occupant qualifies to be excluded from income and is not taxed. 

[image: image160.wmf]a) True
[image: image161.wmf]b) False

Tax-free sale up to $250,000 per person 
On the sale of a homeowner’s residence, up to $250,000 in profit per owner-occupant qualifies to be excluded from income and is not taxed.Thus, some or all of the increased value of a principal residence over the owner’s purchase price and cost of additional improvements is received tax-free on a sale or exchange of the residence, subject to several conditions which most homeowners meet when they sell.[Internal Revenue Code §121]  page 302

27. The sole basis for allowing the personal interest deduction for a mortgage on a first and second residence is the federal policy of encouraging homeownership. 

[image: image162.wmf]a) True
[image: image163.wmf]b) False

The sole basis for allowing the personal interest deduction for a mortgage on a first and second residence is the federal policy of encouraging homeownership.The social policy is propagandized by the use of the slogan “The American Dream” and implemented through tax incentives and implicit guarantees for loans held by federally chartered lenders such as Freddie Mac or Ginnie Mae.The reasons behind the federal policy are that homeowners generally require less government assistance in their elder years and make more responsible local citizens.

28. An owner who incurs income from discharge-of-indebtedness on recourse financing does not need to report the discharge as income when: 

[image: image164.wmf]a) the discharge occurs in Chapter 11 bankruptcy.
[image: image165.wmf]b) the discharge occurs when the owner is insolvent.
[image: image166.wmf]c) the loan discharged is qualified farm indebtedness.
[image: image167.wmf]d) all of the above
Short payoffs on recourse and nonrecourse loans | first tuesday ...
May 5, 2003 ... Thus, the lender avoids the need to foreclose and acquire the ... the short sale requires the owner to report the discounted and discharged ... the owner also incurs discharge-of-indebtedness income of $40000. ... net proceeds do not themselves finance the purchase or improvement of the residence. ...
firsttuesdayjournal.com/short-payoffs-on-recourse-and-nonrecourse-loans/ - Cached
29. The sale of every parcel of real estate produces a profit for a seller if the price exceeds the seller's cost basis in the property. 

[image: image168.wmf]a) True
[image: image169.wmf]b) False

30. The alternative minimum tax (AMT) rates on ordinary AMT income are: 

[image: image170.wmf]a) 26% on amounts up to $175,000 and 28% on amounts over $175,000.
[image: image171.wmf]b) 28% on amounts up to $175,000 and 26% on amounts over $175,000.
[image: image172.wmf]c) 16% on amounts up to $175,000 and 18% on amounts over $175,000.
[image: image173.wmf]d) 18% on amounts up to $175,000 and 18% on amounts over $175,000.

Alternative Minimum Tax (AMT) | Ameriprise Financial
If you're confused by the alternative minimum tax (AMT), you're not alone. ... The AMT tax rates are 26% on the first $175000 of AMT taxable income (over the ... If you're at risk for the AMT, however, you may want more ordinary income ...
budgeting-investing.ameriprise.com/tax.../tax...tax-strategies/reducing-alternative-minimum-tax.asp - Cached
31. To be passive category income, rentals need only be occupied by tenants for an average of less than 30 days. 

[image: image174.wmf]a) True
[image: image175.wmf]b) False

The mutually exclusive $25,000 deduction 
To be passive category income, rentals need only be occupied by tenants for an average of more than 30 days.The over-30-day occupancy rule locks reporting of a property’s income, expenses, interest and depreciation in the passive income category as rental income.[See IRS Form 1040, Schedule E] 

32. Interest earned on the net proceeds from the sale of a §1031 property is included as funds held by the §1031 trustee. 

a) True
[image: image176.wmf]b) False
Reporting interest income 
Receipt by the seller of interest, paid by the depository (bank or thrift) holding the net proceeds from the sale, requires the seller to report the interest as income, separate from his §1031 reinvestment plan.Thus, the owner will pay taxes on the interest for the year in which the interest is credited to the trust account, regardless of whether the interest is ultimately disbursed to the owner in cash or used to purchase the replacement property. 

However, the interest is not cash boot received from the sale of §1031 property since interest is not gen​erated by the property.Instead, interest earned on the net proceeds and received by the seller is reported separate from the §1031 transaction as portfolio/investment income — even if the interest income is used to buy like-kind property.[Rev.Regs.§1.1031(k)-1(h)(2)]

The purchase and control of the §1031 replacement property | first ...
Apr 4, 2004 ... The funds will be placed in an interest-bearing trust account to fund the ... receive all the interest earned on the net sales proceeds held by the buyer's ... Once the net sales proceeds are deposited to the investor's account ... which has accrued on the sales proceeds held by the §1031 trustee is ...
firsttuesdayjournal.com/the-purchase-and-control-of-the-§1031-replacement-property/ - Cached
33. To qualify for the deduction of home office expenses, the licensee must perform the most important activities in the course of his business while working in the home office. 

[image: image177.wmf]a) True
[image: image178.wmf]b) False

Principal place of business 
To qualify for the deduction of home office expenses, the licensee must perform the most important ac​tivities in the course of his business while working in the home office. 

However, it is atypical for a real estate broker or IC salesman to spend all of his working hours of the business day or to perform all of his business activities at his office, no matter its location.

34. Section 1031 property is property held either for investment or productive use in business. 

[image: image179.wmf]a) True
[image: image180.wmf]b) False

35. Parents cannot combine their separate $1,000,000 assessment exclusions to jointly convey property for a combined exclusion of $2,000,000. 

[image: image181.wmf]a) True
[image: image182.wmf]b) False

Parents can combine their separate $1,000,000 exclusions to jointly convey property for a total combined exclusion of $2,000,000.Also, children can combine their individual exclusions on the conveyance of their jointly-owned properties to their parents.[Rev & T C §63.1(b)(2)] p379 
Section 1 32 right out of 45 and so I missed one too (72% only as follows: )
1. A licensee cannot act as an agent for: 

[image: image183.wmf]a) a client.
[image: image184.wmf]b) another person.
[image: image185.wmf]c) himself.
[image: image186.wmf]d) All of the above.

2. A seller’s listing agent who names himself as the buyer is required to disclose: 

[image: image187.wmf]a) title information.
[image: image188.wmf]b) the dollar amount of all earnings from the transaction. 
[image: image189.wmf]c) he is a flipper. 
[image: image190.wmf]d) All of the above.

3. A(n) ________ fact is any information known to a seller which might adversely affect the buyer’s decision. 

[image: image191.wmf]a) immaterial
[image: image192.wmf]b) material 
[image: image193.wmf]c) unknown
[image: image194.wmf]d) None of the above.

4. A newly licensed agent hired by a broker who trains under the supervision of the broker is known as a(n): 

[image: image195.wmf]a) expert.
[image: image196.wmf]b) greenhorn.
[image: image197.wmf]c) ringer.
[image: image198.wmf]d) runner.

5. Agents are employees according to: 

[image: image199.wmf]a) California real estate law.
[image: image200.wmf]b) the California real estate trade union.
[image: image201.wmf]c) all real estate brokers.
[image: image202.wmf]d) All of the above.

6. Should a buyer discover an error in a home inspection report (HIR) regarding the existence of a defect affecting the value of the property, the buyer has no more than ________ after the date of the inspection to recover any money losses. 

[image: image203.wmf]a) three years
[image: image204.wmf]b) two years
[image: image205.wmf]c) four years
[image: image206.wmf]d) nine months

7. A home inspector who prepares a home inspection report (HIR), the company employing the home inspector and any affiliated company may not: 

[image: image207.wmf]a) pay referral fees to brokers for any home inspection business.
[image: image208.wmf]b) offer to perform any repairs on a property which was the subject of an HIR prepared by them within the past 12 months.
[image: image209.wmf]c) inspect any property if they have a financial interest in its sale.
[image: image210.wmf]d) All of the above.

8. A listing agent owes a prospective buyer as well as the buyer’s agent ____________ to voluntarily provide information on a listed property. 

[image: image211.wmf]a) a fiduciary duty
[image: image212.wmf]b) a limited, nonclient general duty
[image: image213.wmf]c) a client agency duty
[image: image214.wmf]d) no duty

9. When asked by a prospective buyer about any condition which relates to the property in some way, a listing agent is duty-bound to respond ____________ and ____________ to the inquiry. 

[image: image215.wmf]a) quickly ; accurately
[image: image216.wmf]b) actively ; confidently 
[image: image217.wmf]c) at least partially ; somewhat fairly
[image: image218.wmf]d) fully ; fairly

10. A listing agent owes no duty to a ___________ to address the existence of an easement located on the listed property. 

[image: image219.wmf]a) seller
[image: image220.wmf]b) broker 
[image: image221.wmf]c) prospective buyer 
[image: image222.wmf]d) All of the above.

11. When using information obtained from a seller concerning the size of a property in an advertisement offering property for sale, a listing agent: 

[image: image223.wmf]a) is not required to confirm the consistency of the information. 
[image: image224.wmf]b) must confirm the consistency of the information by measuring the property.
[image: image225.wmf]c) must confirm the consistency of the information with observations made by the listing agent while conducting his visual inspection of the property.
[image: image226.wmf]d) must confirm the consistency of the information by checking public records.

12. It is not the duty of a listing agent to: 

[image: image227.wmf]a) advise a prospective buyer to investigate the consequences of the facts disclosed before deciding to buy. 
[image: image228.wmf]b) conduct a reasonably diligent visual inspection of a property for defects which adversely affect its value. 
[image: image229.wmf]c) note on the seller’s Condition of Property (TDS) disclosure any defects observable or known to the agent. 
[image: image230.wmf]d) All of the above.

13. The conditions of a purchase agreement address the: 

[image: image231.wmf]a) price of the property. 
[image: image232.wmf]b) performance of closing activities by the buyer and seller.
[image: image233.wmf]c) terms for payment. 
[image: image234.wmf]d) All of the above.

14. To avoid a breach or be excused from closing escrow, an exit strategy must be agreed to in the: 

[image: image235.wmf]a) purchase agreement. 
[image: image236.wmf]b) listing agreement. 
[image: image237.wmf]c) good faith estimate.
[image: image238.wmf]d) None of the above.

15. In the event a listing agent discloses a material fact which adversely affects the buyer’s decision after an offer is accepted, the buyer: 

[image: image239.wmf]a) may change his offer. 
[image: image240.wmf]b) may request concessions. 
[image: image241.wmf]c) must perform.
[image: image242.wmf]d) may cancel.

16. The rights of a seller in the buyer’s contingency provision include: 

[image: image243.wmf]a) an assurance the buyer will act reasonably to satisfy the contingency. 
[image: image244.wmf]b) a guarantee the buyer will perform on the contract.
[image: image245.wmf]c) the ability to cancel the purchase agreement at any time. 
[image: image246.wmf]d) None of the above.

17. A defect in an arbitrator’s award is neither reviewable nor correctable, unless: 

[image: image247.wmf]a) the arbitrator incorrectly interpreted the law. 
[image: image248.wmf]b) the arbitrator is not a retired judge.
[image: image249.wmf]c) the disputants find the award excessive.
[image: image250.wmf]d) the arbitrator acted fraudulently.

18. The preferred alternative to arbitration in real estate transaction dispute resolution is: 

[image: image251.wmf]a) housing counseling. 
[image: image252.wmf]b) mediation. 
[image: image253.wmf]c) litigation.
[image: image254.wmf]d) public debate.

19. The ________________ clause in a purchase agreement places a risk of cancellation on the transaction. 

[image: image255.wmf]a) time essence 
[image: image256.wmf]b) arbitration
[image: image257.wmf]c) assignation 
[image: image258.wmf]d) lock-in

20. For the buyer or seller to place the other in default, all the following transactional facts must exist, except: 

[image: image259.wmf]a) a date crucial to the continuation of the transaction must have passed.
[image: image260.wmf]b) the person canceling must have failed to fulfill both the conditions precedent and conditions concurrent.
[image: image261.wmf]c) the condition called for in the purchase agreement did not occur by the scheduled date.
[image: image262.wmf]d) the person canceling must have fulfilled both the conditions precedent and conditions concurrent.

21. A syndicator may submit an offer which calls for the occurrence of several events before he becomes committed to the purchase of the property. These items are known as: 

[image: image263.wmf]a) investment memorandum.
[image: image264.wmf]b) grant options.
[image: image265.wmf]c) options to buy.
[image: image266.wmf]d) contingency provisions.

22. When a syndicator exercises an option to buy, a __________________ is automatically formed. 

[image: image267.wmf]a) bilateral sales contract
[image: image268.wmf]b) unilateral sales contract 
[image: image269.wmf]c) land sales contract
[image: image270.wmf]d) None of the above.

23. An option agreement provides benefits for: 

[image: image271.wmf]a) the buyer only.
[image: image272.wmf]b) both the buyer and the seller. 
[image: image273.wmf]c) the seller only.
[image: image274.wmf]d) the lender.

24. The terms in a purchase agreement address: 

[image: image275.wmf]a) the performance of acts by the buyer and seller. 
[image: image276.wmf]b) events which are to occur in the process of closing escrow on the transaction.
[image: image277.wmf]c) the price and payment of the price. 
[image: image278.wmf]d) All of the above.

25. A right of first refusal is also called a(n) _________________ to purchase. 

[image: image279.wmf]a) discretionary right
[image: image280.wmf]b) option
[image: image281.wmf]c) preemptive right 
[image: image282.wmf]d) None of the above.

26. To create an enforceable option to buy, a(n) __________________ must exist. 

[image: image283.wmf]a) limited liability company
[image: image284.wmf]b) contingency 
[image: image285.wmf]c) due-on clause
[image: image286.wmf]d) mutuality of obligation

27. Any indication of the owner’s decision to sell the property is sufficient to trigger the tenant’s right to buy, except: 

[image: image287.wmf]a) the owner’s conveyance of the property to his heirs.
[image: image288.wmf]b) offering the property to a buyer.
[image: image289.wmf]c) granting a purchase option to another person.
[image: image290.wmf]d) listing or advertising the property for sale.

28. Prior to closing a sale, a seller-in-foreclosure has a statutory __________ right to cancel the equity purchase (EP) agreement he has entered into with an EP investor. 

[image: image291.wmf]a) two-day
[image: image292.wmf]b) five-day
[image: image293.wmf]c) 90-day
[image: image294.wmf]d) four-day

29. The broker representing an equity purchase (EP) investor must, when negotiating an EP transaction, deliver to the seller-in-foreclosure a written EP disclosure statement that the buyer’s agent representing the EP investor is: 

[image: image295.wmf]a) a licensed real estate broker.
[image: image296.wmf]b) a licensed mortgage loan originator (MLO).
[image: image297.wmf]c) bonded by a surety insurer for at least four times the property’s fair market value.
[image: image298.wmf]d) bonded by a surety insurer for half of the property’s fair market value.

30. An unconscionable method of payment could include an exchange of: 

[image: image299.wmf]a) property titles. 
[image: image300.wmf]b) worthless land. 
[image: image301.wmf]c) cash.
[image: image302.wmf]d) All of the above.

31. Joint tenancies can be created between: 

[image: image303.wmf]a) business partners.
[image: image304.wmf]b) real estate brokers. 
[image: image305.wmf]c) husband and wife.
[image: image306.wmf]d) All of the above.

32. A co-owner _____________________ severing the right of survivorship in his interest does not need consent from the other co-owner(s). 

[image: image307.wmf]a) unilaterally
[image: image308.wmf]b) irresponsibly 
[image: image309.wmf]c) bilaterally 
[image: image310.wmf]d) None of the above.

33. When the ownership in property is vested as a joint tenancy, the death of a joint tenant _____________ the deceased joint tenant’s interest in the real estate. 

[image: image311.wmf]a) fails to extinguish
[image: image312.wmf]b) automatically extinguishes
[image: image313.wmf]c) automatically extinguishes and clears
[image: image314.wmf]d) clears

34. All of the following are examples of activities that include a securities risk for investors in syndicated real estate transactions, except: 

[image: image315.wmf]a) subdividing the real estate. 
[image: image316.wmf]b) reselling the real estate. 
[image: image317.wmf]c) investing in trust deed notes.
[image: image318.wmf]d) managing the rental of the real estate.

35. The California risk capital test requires investors’ capital to be placed at risk in a ___________________________ activity. 

[image: image319.wmf]a) profit driven
[image: image320.wmf]b) protected
[image: image321.wmf]c) value-adding
[image: image322.wmf]d) All of the above.

36. Encroachments always qualify as a: 

[image: image323.wmf]a) trespass.
[image: image324.wmf]b) nuisance.
[image: image325.wmf]c) theft.
[image: image326.wmf]d) All of the above.

37. ____________ prevents an intentional exploitation of the balancing hardships rule. 

[image: image327.wmf]a) The good faith requirement
[image: image328.wmf]b) A risk management program
[image: image329.wmf]c) A due diligence amendment
[image: image330.wmf]d) A limited liability company (LLC) 

38. The statute of limitations period begins upon ____________ of the encroachment: 

[image: image331.wmf]a) discovery
[image: image332.wmf]b) removal
[image: image333.wmf]c) creation
[image: image334.wmf]d) negotiation

39. A tenant who fails to pay rent or otherwise materially breaches a lease may be served with a __________ which includes a demand for late charges and any other amounts past due. 

[image: image335.wmf]a) seven-day notice
[image: image336.wmf]b) two-day notice
[image: image337.wmf]c) 60-day notice
[image: image338.wmf]d) three-day notice

40. An unlawful detainer (UD) action may not be pursued by a landlord for the collection of: 

[image: image339.wmf]a) unpaid rent.
[image: image340.wmf]b) unpaid late charges. 
[image: image341.wmf]c) Both a. and b.
[image: image342.wmf]d) Neither a. nor b.

41. Within __________ after vacating residential property, a residential tenant is entitled to an accounting statement itemizing a prior deduction from his security deposit for unpaid late charges, as well as any other deductible expenses incurred by the landlord. 

[image: image343.wmf]a) three weeks
[image: image344.wmf]b) three days
[image: image345.wmf]c) two weeks
[image: image346.wmf]d) 60 days

42. A residential landlord may deduct amounts from the security deposit for all of the following reasons, except: 

[image: image347.wmf]a) to repair normal wear and tear.
[image: image348.wmf]b) to repair damages to the premises caused by the tenant.
[image: image349.wmf]c) to clean the premises.
[image: image350.wmf]d) to dispose of abandoned personal property.

43. After a residential tenant vacates, the residential landlord must: 

[image: image351.wmf]a) refund the security deposit in full.
[image: image352.wmf]b) replace the carpeting in the unit.
[image: image353.wmf]c) list the vacant unit for rent. 
[image: image354.wmf]d) provide the tenant with an itemized statement for any deductions to the security deposit.

44. If a residential landlord accepts a partial payment of rent after filing an unlawful detainer (UD) action, the UD action cannot move forward to eviction since: 

[image: image355.wmf]a) the tenant made a good faith effort to pay rent.
[image: image356.wmf]b) UD actions are unlawful in California.
[image: image357.wmf]c) the amount of rent due stated in the UD action must be the same as the rent currently due. 
[image: image358.wmf]d) partial rent payments nullify UD actions.

45. A partial payment agreement entered into by a residential landlord and tenant on acceptance of a portion of the rent due is evidence of all of the following, except: 

[image: image359.wmf]a) the landlord’s receipt of partial rent.
[image: image360.wmf]b) the tenant’s promise to pay the remainder of the rent by the rescheduled due date.
[image: image361.wmf]c) notification of the landlord’s right to serve a three-day notice on failure to pay the remaining balance.
[image: image362.wmf]d) the filing of an unlawful detainer (UD) action against the tenant. 

Click the Finish button below to submit your test for grading.
Anti-deficiency non-recourse rules no longer apply to a carryback debt if the debt becomes secured by real estate other than the real estate sold, called: 

 
[image: image363.wmf]b) substitution of security.
A lender might require a borrower to obtain a letter of credit as a condition for funding a(n): 

[image: image364.wmf]a) purchase-assist loan. 

29 A default in payments is the legal step taken by the owner to: 

[image: image365.wmf]a) force the lender to foreclose. 
33. For rent to be passive category income, rentals need only be occupied by tenants for an average of: 

 
[image: image366.wmf]b) more than 30 days.

34. Rental operating losses remaining after offsetting other passive income can be deducted from the landlord’s adjusted gross income (AGI) in amounts of losses up to: 


[image: image367.wmf]d) $25,000.
39. It is the ___________ and ___________ of co-owners that determines whether a state law partnership exists. 

 
[image: image368.wmf]d) interaction; coordinated conduct
41. Tenants in common (TIC) ownership does not rise to tax partner status unless the co-owners are operating as: 

[image: image369.wmf]a) a declared partnership. 
[image: image370.wmf]b) independent owners. 
[image: image371.wmf]c) a corporation.
[image: image372.wmf]d) All of the above.
44. For purposes of the parent-child exclusion, a child does not include a: 

[image: image373.wmf]a) child who lives with his parents.
[image: image374.wmf]b) stepchild.
[image: image375.wmf]c) child who was adopted after 18 years of age.
[image: image376.wmf]d) son-in-law.

3. A landlord must prevent _______________ to all persons who may be on the leased premises. 

 
[image: image377.wmf]b) foreseeable injury
 
8. The prime rate is a base rate used by banks to price: 


[image: image378.wmf]b) short-term business loans. 

4 In order to prevent harm to others on the leased property, a landlord must inspect: 

 
[image: image379.wmf]d) all entry points available to the landlord.
11. Special provisions added to a note serve to: 

[image: image380.wmf]a) protect the noteholder. 
[image: image381.wmf]b) comply with statutorily mandated provisions. 
[image: image382.wmf]c) Both a. and b.
12. A late charge provision structured as a default interest rate is _______________ since it is a penalty provision in disguise. 

[image: image383.wmf]a) unenforceable. 

15. _______________ is a federal legislative process which prevents a resident from using his state right to convey real estate subject to trust deed liens without the lender interfering with the transfer of ownership. 

  
[image: image384.wmf]d) preemption. 

16. A due-on clause is triggered by a lease for any term coupled with an option to purchase or a lease with a term over: 

[image: image385.wmf]a) three years.
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�Creative financing vs. creative chaos 


The variables of any financing make up its “creative” aspect, such as its amount, interest rate, payment schedule and due date. 


Two sets of forms are used to document the terms of carryback financing which will be junior to any existing trust deed liens: 


a note and trust deed, to evidence and secure the balance of the seller’s ••equity remaining to be paid after the down payment; or 


an all-inclusive note and trust deed (AITD), to evidence and secure the balance of the ••price re�maining to be paid after the down payment. 


All other forms used for documenting the terms of carryback financing offer not creative financing, but creative chaos, both legal and financial. 


Seller financing consists solely of arranging the financing of real estate. It does not include the creation of alternative documentation, sometimes called masked security devices. 


Creating new forms, using forms which serve a different purpose than a trust deed (such as a lease-option) or using forms which have outlived their once useful purpose (such as an obsolete land sales contract) is the primary cause of creative chaos and mistaken beliefs.
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