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Principles of California Real Estate (Final Exam)
1. Riparian rights would include:

   A. rivers and streams

   B. subterranean cavities

   C. arms or bays of the ocean

   D. All of the above

2. Tenancy in common requires unity of:

   A. time

   B. title

   C. possession

   D. All of the above

3. What factor would most limit the accuracy of the market data appraisal method?

   A. Variations between the subject property and the comparables

   B. Rapidly changing economic conditions

   C. New financing regulations

   D. Frequent turnover in ownership

4. Which of the following is not a lien against real property?

   A. Unpaid real property taxes

   B. Recorded private restrictions

   C. A special assessment bond for street improvements

   D. A recorded abstract of judgment

5. A house sold for $575,000 and the listing broker received a 6% commission. The listing broker and selling broker agreed to split the commission 50/50. The selling salesperson received 70% of the selling office’s commission. What amount did the selling salesperson receive?

   A. $5,175

   B. $8,625

   C. $12,075

   D. $16,905

6. What essential element is necessary between broker and principal in a transaction involving real property?

   A. The agreement must state the terms under which the broker may collect a commission

   B. There must be a written contract of employment

   C. The broker must have the right to accept a deposit

   D. There must be a safety clause so that the seller cannot avoid a commission by waiting until after the listing period ends before selling the house

7. Which of the following easements runs with the land and is binding on all subsequent owners?

   A. Easement appurtenant

   B. Easement in gross

   C. Prescriptive easement

   D. Easement by implication

8. A listing agent must reveal material facts to the seller because the agent is a/an:

   A. attorney in fact

   B. fiduciary

   C. guardian

   D. receiver

9. Which of the following is the purpose of the Truth in Lending Act?

   A. Regulation of fees charged by lenders

   B. Establishment of maximum interest rates charged by creditors

   C. Limiting the cost of consumer credit

   D. Requiring disclosures to consumers regarding the terms and total costs of credit

10. In a closing statement, the term "recurring costs" refers to:

   A. title insurance

   B. costs common to all escrows

   C. deed transfer taxes

   D. impound items

11. When a home is constructed, consideration is given to the positioning of the building relative to its surroundings and the sun, wind, and other elements. This placement is called: 

   A. plottage

   B. highest and best use

   C. orientation

   D. topography

12. A buyer makes and signs a written offer. The seller writes in one small change to the offer and signs it. This document is known as:

   A. an addendum

   B. an amendment

   C. a modification

   D. a counteroffer

13. In a contract, the meeting of the minds between buyer and seller is evidenced by:

   A. consideration

   B. acknowledgment

   C. performance

   D. offer and acceptance

14. When a trust deed is terminated, the trustee will deliver to the trustor:

   A. a gift deed

   B. a reconveyance deed

   C. a grant deed

   D. a quitclaim deed

15. With an air conditioning unit, the higher the energy-efficiency ratio (EER), the:

   A. more efficient the unit

   B. less efficient the unit

   C. greater the cooling power

   D. more energy used

16. Which of the following is not a consideration in determining whether or not an item is a fixture?

   A. Relationship between parties

   B. Intention of annexor

   C. Manner of annexation

   D. Time of annexation

17. Which of the following would be important in the process of filing a mechanic's lien?

   A. Notice of non-responsibility

   B. Notice of completion

   C. Notice of cessation of labor

   D. All of the above

18. For buyers of homes located in subdivisions, the Final Subdivision Public Report provides assurances of all of the following EXCEPT:

   A. streets and other improvements will be completed

   B. the homes’ prices reflect their fair market values 

   C. any blanket or mechanic's liens will be lifted

   D. adequate water and other utilities will be available

19. Which would a court disregard in deciding whether an item of personal property has become real property?

   A. Agreement between parties

   B. Permanence of annexation

   C. Cost of the item

   D. Relationship of the parties

20. Two people own a house as joint tenants. One tenant executes a promissory note secured by a deed of trust against the house. Which of the following statements is true?

   A. This defeats one of the unities required for joint tenancy.

   B. This invalidates the promissory note because the tenant only had a partial interest in the property.

   C. This places the beneficiary in a precarious position, since the lien created by the deed of trust will be extinguished upon the death of the tenant.

   D. This creates a security interest in all other properties owned by the borrower.

21. Under what type of lease does a lessee pay for maintenance, utilities, and taxes along with rent?

   A. Net lease

   B. Commercial lease

   C. Percentage lease

   D. Graduated lease

22. When a contingency clause is used in a purchase agreement, which of the following information should be included?

   A. Nature of the contingency

   B. Duration of the contingency

   C. Conditions for removal of the contingency

   D. All of the above

23. There are three processes involved in the issuance of a standard title insurance policy. Of the following, which is not one of those processes?

   A. Examination and investigation of title

   B. Determination of the amount of the insurance requirement

   C. Protection of the insured against possible losses due to title defects

   D. Determination of correct boundary lines through a survey of the property to be insured

24. Which of the following would not contribute to functional obsolescence?

   A. Eccentric floor plan

   B. Outdated fixtures

   C. Nearby nuisances

   D. Insufficient number of bathrooms

25. On a buyer's closing statement, which of the following would appear as a debit?

   A. Interest owed on an assumed loan

   B. Unpaid property taxes

   C. Documentary transfer tax

   D. Purchase price

26. A comparable property has a feature that the subject property lacks. Under the market data approach, how will an appraiser treat this feature?

   A. The feature is identified in the appraisal report but disregarded in the valuation

   B. The feature's value is added to the value of the subject

   C. The feature's value is subtracted from the value of the comparable

   D. The feature's value is subtracted from the value of the subject

27. A developer, Purcell, purchased two lots of equal size for $180,000 each. She divided them into three lots of equal size that she sold for $150,000 each. Assuming no other expenses, what was her percentage of profit?

   A. 15%

   B. 20%

   C. 25%

   D. 30%

28. Which of the following methods would create an easement that would be easiest to terminate for non-use?

   A. Express reservation

   B. Implication

   C. Prescription

   D. Quitclaim deed

29. The characteristic that distinguishes real property from personal property is:

   A. it is a long-term asset

   B. it can be depreciated over its useful life

   C. it is immovable

   D. it can be willed

30. What is the main difference between the Natural Hazards Disclosure Statement and the Real Property Transfer Disclosure Statement?

   A. The Transfer Disclosure Statement is limited to information that the seller has, while the Natural Hazards Disclosure requires additional research

   B. The Transfer Disclosure Statement is filled out by the seller, while the Natural Hazards Disclosure is filled out by local authorities

   C. The Transfer Disclosure Statement is required for all properties, while the Natural Hazards Disclosure is only for residential properties

   D. The Transfer Disclosure Statement is the seller’s responsibility, while the Natural Hazards Disclosure is the buyer’s responsibility

31. A contract that provides for a commission for the broker regardless of who finds a buyer is a/an:

   A. exclusive agency listing

   B. exclusive right to sell listing

   C. net listing

   D. open listing

32. A tenant may abandon a lease if she is constructively evicted by the landlord's actions. Which of the following examples would not be constructive eviction?

   A. The landlord cuts off the electricity to the tenant's unit

   B. The landlord does not respond within a reasonable time after notice of broken plumbing

   C. Noise and dust from construction work on the building make a unit unfit for occupancy

   D. The landlord fails to repair excessive wear and tear caused by the tenant

33. All of the following items are subject to property tax, except:

   A. a mobile home attached to a permanent foundation

   B. intangible personal property

   C. a parcel of land in an unincorporated area

   D. a proprietary lessee's interest in oil- or gas-producing public property

34. A broker negotiated the sale of a client’s acreage. Shortly after the seller accepted the buyer’s offer, the broker found out that the buyer’s agent had recently arranged for the same buyer to pay a much higher price per acre for similar acreage nearby. In this situation:

   A. Nothing can be done about it now that there’s already a contract

   B. The broker should disclose this information to the seller

   C. The broker should contact the other agent and try to renegotiate the contract

   D. The contract is void for inadequate consideration

35. The primary purpose of RESPA is to:

   A. give buyers the chance to shop around for settlement services

   B. give buyers the chance to shop around for brokerage services

   C. standardize settlement procedures

   D. standardize settlement costs

36. When a dual agency exists, it is legal if:

   A. both buyer and seller agree to it

   B. both brokers agree to it

   C. the seller and the agent agree to it

   D. it is disclosed when the transaction closes

37. What principle states that homogeneity in a neighborhood increases the value of an individual house?

   A. Conformity

   B. Substitution

   C. Regression

   D. Progression

38. According to the 1911 Street Improvement Act, which of the following uses would not be allowed for funds raised through a special assessment?

   A. Development of drainage system

   B. Construction of streets and curbs

   C. Purchase of land for development

   D. Construction of water and sewer mains

39. Which of the following is not a necessary element for a valid contract?

   A. A legal objective

   B. A meeting of the minds

   C. Payment of money

   D. Capacity of the parties

40. A developer who owns six unencumbered parcels of land gave a lender one deed of trust on all six properties. This would be known as a/an:

   A. all-inclusive deed of trust

   B. blanket deed of trust

   C. construction deed of trust

   D. subordinate deed of trust

41. A "turnkey project" is:

   A. a subdivision located in a rural area

   B. a completed construction project ready for occupancy

   C. a government-subsidized project

   D. a divided parcel ready for construction

42. Insulation's effectiveness is rated using an "R-value," with the "R" representing:

   A. required level

   B. room temperature

   C. radiation flow

   D. resistance to heat flow

43. Dmerjian is appraising two parcels of property. One is leased to the government for use as a post office; the other is leased to a private owner for use as a hardware store. Both parcels have recently started long-term leases. The capitalization rate of the post office property as compared to the capitalization rate of the hardware store property will be:

   A. higher

   B. lower

   C. the same

   D. proportionate

44. A brother and sister owned a property as joint tenants. All of their other finances were separate. If the brother died with a large amount of debt, the creditors would:

   A. place an attachment lien only on the property that was owned in joint tenancy

   B. place an attachment lien on all property owned by the sister

   C. ask the probate court to order the property sold in order to satisfy the debts

   D. obtain no satisfaction, since the property was transferred to the sister without being encumbered by the brother's debts

45. A broker is selling property on which she holds an option to purchase. She must disclose to any prospective buyer that she is acting as a/an:

   A. grantee

   B. grantor

   C. principal

   D. optionor

46. The Subdivision Map Act assigns primary responsibility for the physical aspects of subdivisions to:

   A. the Real Estate Commissioner

   B. the local city or county

   C. the state Land Commissioner

   D. the Commissioner of Corporations

47. Oliver offered to purchase Stan's property. Oliver's broker gave the offer to Stan, who accepted it. Before the broker could communicate Stan's acceptance to Oliver, Oliver died suddenly. Which of the following would be true?

   A. The acceptance made by Stan to the broker binds Oliver's heirs to the purchase

   B. The contract is binding since an offer was accepted

   C. Although the offer was accepted, the sale cannot proceed because the deed cannot be delivered

   D. Oliver's death terminated the offer before the broker could communicate Stan's acceptance, so no contract is formed

48. A large, expensive home is constructed in an area consisting entirely of much smaller and less valuable homes. Even before the larger home is sold by the developer, it has probably suffered a loss in value due to:

   A. physical deterioration

   B. physical depreciation

   C. functional obsolescence

   D. economic obsolescence

49. Teri sold her residence, which she owned free and clear. She paid $2,583.60 in closing costs, plus a commission of 6% of the selling price, paid to her real estate broker. She received a closing check from escrow for $183,480. Which figure is closest to the selling price?

   A. $174,900

   B. $175,532

   C. $192,443

   D. $197,940

50. A lender who accepts a deed in lieu of foreclosure from a trustor will:

   A. receive the property free and clear of other loans

   B. take title subject to any junior liens

   C. seek a deficiency judgment from the trustor

   D. allow the trustor a reinstatement period to cure the default

51. The principal of a mortgage loan may be insured by:

   A. the VA or the FNMA

   B. the lender

   C. the FHA or a private mortgage insurer

   D. the FHLMC and the GNMA

52. A rental property is located on a street that the city decides to widen. As a result of the street construction, the property's rental income is lowered by 10%. What type of depreciation has occurred?

   A. Physical depreciation

   B. Physical deterioration

   C. Functional obsolescence

   D. Economic obsolescence

53. Deed restrictions for a subdivision development are created by:

   A. the developer or grantor

   B. the FHA

   C. state statutes and local ordinances

   D. the lender

54. Which type of title insurance policy protects against all risks?

   A. Extended policy

   B. ALTA policy

   C. CLTA policy

   D. No policy protects against all risks

55. Which of the following must a broker do, according to the Seller Transfer Disclosure Act?

   A. Inspect the common areas of a condominium

   B. Inspect physically inaccessible areas of a property

   C. Pay for maintenance to correct defects found in his inspection

   D. Visually inspect the property and inform all parties of any latent defects found

56. Broker Betty refers all of her clients to a particular title insurance company, who in turn pays her $20 per referral. Under RESPA, this is permitted:

   A. as a matter of practice

   B. as long as the broker discloses this fact to both buyer and seller

   C. as long as the buyer and seller consent

   D. under no circumstances

57. A prospect calls a broker and asks about a farm property that he wishes to buy. The broker says he does not have a listing on that property, but that he will check into it. He calls the owner of the farm, and says that he has an interested buyer. However, the owner of the farm says the property is not for sale. One week later, the broker learns that the owner of the farm property sold the property to the prospect. The broker:

   A. is entitled to a reasonable commission from the buyer

   B. may sue the seller for a reasonable commission

   C. is entitled to a reasonable commission from the seller

   D. is not entitled to a commission

58. A valid contract requires consideration. Which of the following could be consideration?

   A. $1 or more

   B. Performance of services

   C. A promise to give something that the parties consider to be of value

   D. All of the above

59. Which of the following types of lenders is most likely to have the greatest percentage of its assets invested in real estate loans?

   A. Life insurance companies

   B. Savings and loan associations

   C. Commercial banks

   D. Credit unions

60. By law, pest control operators are required to:

   A. charge no more than $200 for an inspection

   B. provide a copy of a pest control report to the owner of the property within 10 days of the inspection

   C. provide additional copies of a pest control report to any additional party, free of charge

   D. complete inspections before escrow closes

61. Broker Westland dies and his daughter Susan, who is also a broker, inherits his business. With respect to his 50 current listings, which of the following is true?

   A. Susan automatically receives commissions if any of those listings sell

   B. She can call the sellers and tell them that she is now the listing broker

   C. She is not the listing agent unless she negotiates a new listing agreement with each of those owners

   D. She may no longer work with any of those clients

62. What is the standard minimum time limit for employment in an exclusive listing agreement?

   A. 30 days

   B. Six months

   C. The average length of time it takes to find a buyer in that particular locality

   D. Whatever is agreed upon by broker and property owner

63. The present worth of a property's future benefits is most important to what approach to value?

   A. Income approach

   B. Cost approach

   C. Market data approach

   D. Sales comparison approach

64. A clause in a second trust deed that permits the first deed to be refinanced without sacrificing its lien position is a/an:

   A. acceleration clause

   B. lien waiver

   C. subordination clause

   D. alienation clause

65. A broker must have a written employment contract with which of the following?

   A. All of her clerical support staff

   B. All janitorial or maintenance staff

   C. All salespersons

   D. All of the above

66. The principle of substitution applies to what property characteristics?

   A. Use

   B. Income

   C. Structural design

   D. All of the above

67. A property was sold on May 1st. The real property taxes for the current fiscal year had already been paid, and amounted to $2,760 for the year. The buyer is responsible for the day of closing. How much did the buyer have to pay in escrow for his share of the taxes?

   A. $230

   B. $460

   C. $920

   D. $1,840

68. An unlicensed person sold several properties for a commission, and engaged in false advertising while selling the properties. Who would prosecute this person?

   A. Real Estate Commissioner

   B. State Attorney General

   C. Local district attorney

   D. Administrative hearing officer

69. A written agreement setting out the relationship between a broker and her salesperson is required by which of the following?

   A. the Code of Ethics and Professional Conduct

   B. the Real Estate Board rules

   C. the Real Estate Commissioner's regulations

   D. the Employment Code

70. If the Real Estate Commissioner needed to terminate approval for sale of lots in a new subdivision, he or she would:

   A. file an accusation against the subdivider, pursuant to the real estate license law

   B. revoke the final subdivision public report

   C. issue an order for the subdivider to desist and refrain from selling lots

   D. request a writ of execution from a court of law

71. Which of the following determines the rate or amount of commission paid to the agent on the sale of real property in the estate of a deceased person?

   A. Real Estate Commissioner

   B. Administrator or executor of estate

   C. Local multiple listing service

   D. Court order

72. Which of the following is an exercise of the police power?

   A. A condemnation proceeding on property where the state intends to build a freeway

   B. Zoning laws that limit and restrict the use that can be made of land

   C. Adjudication of conflicting claims by a court of equity

   D. Creation of restrictive covenants by a subdivider

73. One of the requirements for a seller's agent is to provide a Transfer Disclosure Statement. This must be given to:

   A. the county recorder

   B. the listing brokerage and all its agents

   C. the buyer's attorney

   D. any prospective buyer

74. Under what type of listing is it possible that an agent would receive no commission even if the seller accepted an offer presented by that agent?

   A. Net listing

   B. Open listing

   C. Exclusive agency

   D. Exclusive right to sell

75. Hoping to sell her property quickly, an owner pays her agent a fee for additional marketing and advertising in a brochure that the listing agent publishes. This "advance fee:"

   A. is illegal

   B. is permitted as long as it does not exceed $500

   C. may be deposited into the agent's general operating account

   D. must be deposited into a trust account

76. What would be characteristic of a market in transition from buyer's market to seller's market?

   A. Prices would rise as supply decreases and demand increases

   B. Prices would decrease as demand decreases and supply increases

   C. Land development and new construction would decrease because of lower demand

   D. Prices would not be affected, as they are primarily driven by interest rates

77. A broker sells a used mobile home that is subject to registration requirements. How many days from the completion of the sale does he have to give written notice to the Department of Housing and Community Development?

   A. 3 business days

   B. 7 calendar days

   C. 10 calendar days

   D. 10 business days

78. What document would be related to the Consumer Price Index (or CPI)?

   A. Residential lease

   B. Lease of multi-family dwelling

   C. Condominium CC&Rs

   D. Commercial lease

79. Two parcels of land are exchanged. The first parcel is the NW ¼ of the SE ¼ of Section 21 and is valued at $800 per acre. The second parcel is the S ½ of the NE ¼ of Section 22 and is valued at $500 per acre.  What is the difference in value between the exchanged properties?

   A. $8,000

   B. $8,800

   C. $12,000

   D. $24,000

80. An apartment complex owner suffers a $5,000 operational loss. For federal income tax purposes, she may:

   A. deduct the loss only if she lives in the apartment building

   B. deduct the full $5,000 from ordinary income

   C. deduct only $3,000

   D. offset the loss against any capital gains realized during that tax year

81. Marcie contacted broker Rita to list her house for sale at a price of $250,000. She told Rita that she needed a quick sale. At an open house, Rita told a prospective buyer that Marcie needed to sell fast and that she might accept $225,000. Marcie accepted the offer of $225,000. Which of the following is correct?

   A. Rita violated her fiduciary duty by disclosing confidential information

   B. Rita violated her fiduciary duty but is not liable for the harm since Marcie accepted the offer

   C. Rita did not violate her fiduciary duty since the offer was accepted

   D. Rita did not violate her fiduciary duty since this would be considered a material fact

82. A deed of trust with an unpaid balance of $50,000 was sold to an investor for $40,000. This would be known as:

   A. liquidation

   B. hypothecation

   C. discounting

   D. leverage

83. In real property law, tenancy most nearly means:

   A. the landlord-tenant relationship

   B. a method or mode of owning real property

   C. the obstinacy of a holdover lessee

   D. rights to a future interest in property

84. A broker handles the sale of a property and receives payment from both parties. He did not disclose his dual agency to either party. As a result:

   A. he is subject to disciplinary action for violation of the license law

   B. he may not be able to receive commissions on the sale

   C. the sale may be rescinded by either party

   D. All of the above

85. A factory that will employ mostly women is moving into a town. The developer of a new subdivision in that town instructs the salespeople selling homes in the development to (1) create advertising that expresses a preference for single working mothers, and (2) sell in equal numbers to Asian, Hispanic, black, and Caucasian buyers. Once a quota for a particular group is met, increased prices will be charged in order to dissuade further members of that group from purchasing. Which of these instructions is in violation of the Federal Fair Housing Act?

   A. 1 only

   B. 2 only

   C. Both 1 and 2

   D. Neither 1 nor 2

86. A voidable contract remains binding on the victimized party until it is:

   A. invalidated

   B. ratified

   C. qualified

   D. rescinded

87. A man owns a house and has a first deed of trust executed against the home. He has a substantial amount of equity in the home. He needs a loan of $9,600 for college tuition for his son. A real estate broker arranges the loan, which is secured by the home. What document does the broker need for this transaction?

   A. Real property security statement

   B. Broker’s loan disclosure statement

   C. Real property securities license

   D. None of the above

88. A contract where one party makes regular installment payments and the other party makes payment conditioned on a specific event happening is known as:

   A. an insurance policy

   B. an option agreement

   C. a sale-leaseback

   D. a deed of trust

89. Title will be delivered on a different day from when the buyer plans to take possession. The parties should use a/an:

   A. interim occupancy agreement

   B. quitclaim deed

   C. assignment of rents

   D. option agreement

90. A seller contacts a broker to take a listing, but then asks that the broker not disclose that the property is in a dangerous slide zone. What should the broker do?

   A. The broker should refuse to take the listing

   B. The broker should take the listing and comply with the seller's wishes

   C. The broker should take the listing and disclose to prospective buyers that the property is in a slide area

   D. The broker should suggest that the seller sell the property himself

91. A deed contains a restrictive covenant barring the sale of the land to persons of non-Caucasian descent. This covenant:

   A. is enforceable only as long as the grantor remains living

   B. may be enforced by the grantee

   C. is unenforceable but does not invalidate the conveyance

   D. is illegal and invalidates the conveyance

92. In originating a new loan, an amortization table will be used to determine:

   A. downpayment

   B. the interest rate

   C. length of loan term

   D. monthly payment amount

93. Under the Real Estate Law in California, a salesperson is:

   A. an independent contractor because he is paid on a commission basis only

   B. an employee because he is working under the license of his supervising broker

   C. an independent contractor because his broker will closely supervise how the salesperson works

   D. an employee because taxes will be withheld from his paycheck

94. The calculation of effective gross income reflects:

   A. depreciation

   B. vacancies and collection losses

   C. repairs and operating costs

   D. taxes

95. A roof that rises upwards from all four sides to meet at the ridge is called a:

   A. flat roof

   B. gable roof

   C. hip roof

   D. gambrel roof

96. A zoning action changed the zoning of an area from commercial to residential. This change in zoning classification would be known as:

   A. combining zones

   B. spot zoning

   C. split zoning

   D. downzoning

97. A buyer signed a deposit receipt that contained the words, "Buyer to accept property in 'as is' condition." There were defects in the electrical system that the seller knew of but that would not be apparent to an ordinary person; the broker did not disclose these defects. If the buyer sued the broker for fraud:

   A. the buyer would prevail, since the duty to disclose latent defects is not affected by an "as is" clause

   B. the buyer would prevail, since "as is" only refers to obvious defects

   C. the broker would prevail, since the "as is" clause limits his liability

   D. the broker would prevail, despite the fact that the "as is" clause does not limit his liability, because the buyer did not have the electrical system inspected by an expert

98. After an airport changed its flight patterns, an owner of nearby property was bothered by constant aircraft noise. The owner brought suit against the airport demanding just compensation for the damage to the value of his property. This is an example of:

   A. condemnation

   B. police power

   C. equitable severance

   D. inverse condemnation

99. If a property owner feels that her property has been over-assessed, and she has not been able to obtain any relief from the county assessor, she may appeal the assessment to the:

   A. Department of Real Estate

   B. county tax collector

   C. Assessment Appeals Board

   D. state Board of Equalization

100. An Asian buyer meets with a broker and asks to be shown homes. If she doesn't ask to see homes in areas with no Asian residents, the broker:

   A. may assume that she is not interested in areas with other Asian residents

   B. may assume that she is not interested in areas without other Asian residents

   C. should choose homes for showing as the broker would for any other customer

   D. has no obligation to show her homes in areas where no other Asians live

101. An existing contract was replaced by an entirely new contract. This would be defined as a:

   A. conversion

   B. novation

   C. reformation

   D. rescission

102. The Federal Reserve could create a tight money market by:

   A. lowering the discount rate

   B. raising the discount rate and buying bonds

   C. buying bonds

   D. raising the discount rate and selling bonds

103. A buyer presents a written offer along with a deposit to the selling broker, who accepts them on behalf of the seller. The broker’s authority to accept the deposit comes from where?

   A. Deposit receipt

   B. Community standards

   C. Listing agreement

   D. Broker's status as an agent

104. What type of appraisal report usually contains the paragraphs entitled: Introduction, Factual Description of Neighborhood and Site, Appraiser's Conclusions, and Final Value Estimate?

   A. Form report

   B. Narrative report

   C. Value report

   D. All of the above

105. Amy, a salesperson, helped the Parks find a property to buy. They signed a purchase contract that made the sale contingent on having the property approved by the sellers' Uncle Pete, who is financing the deal. Amy assures the Parks there won't be any trouble getting the property approved. However, after the contract is signed, Amy finds out that Uncle Pete is out of the country and no one knows when he'll be back. Amy's actions were:

   A. unethical

   B. unlawful

   C. lawful

   D. beneficial

106. A broker is trying to find out the size and location of concrete piers, footings, and other sub-floor details. She should consult:

   A. an elevation

   B. the site plan

   C. the floor plan

   D. the foundation plan

107. In a dual agency relationship, the agent owes fiduciary duties to both the buyer and the seller. Therefore, a dual agency is permissible: 

   A. under no circumstances

   B. if the buyer consents

   C. if the seller consents

   D. if both the buyer and seller consent

108. Once a purchase agreement has been signed, what type of title does a buyer hold in the property?

   A. Joint tenancy

   B. Pending title

   C. Legal title

   D. Equitable title

109. Which of the following topics will be addressed by a Master Plan prepared by a planning commission?

   A. Highways and streets

   B. Commercial, industrial, and residential districts

   C. Seismic safety

   D. All of the above

110. Recorded title to a parcel of real property was vested in Joan Harris, a single woman. After she married John Hodges, she executed a new deed to the property, referring to herself as "Joan Hodges, a married woman." The discrepancy in the name of the grantor is:

   A. immaterial so long as the property is adequately described

   B. a defect which may create a cloud on the title

   C. a defect that could cause the separate property of both spouses to become joint tenancy property

   D. cured after the deed has been of record for one year

111. A broker learns that one of his salespersons has committed several violations of the license law.  The broker fires the salesperson and takes steps to ensure that his other salespersons do not engage in the same behavior.  Which of the following is true?

   A. Because she has been fired, no further disciplinary action is appropriate against the salesperson

   B. The salesperson alone is subject to disciplinary action by the Real Estate Commissioner

   C. Both the broker and salesperson are subject to disciplinary action by the Real Estate Commissioner

   D. The broker is subject to disciplinary action by the Real Estate Commission for failing to revoke the salesperson's license

112. For older residential properties, estimates obtained through the gross income multiplier method reflect:

   A. net income

   B. capitalization value

   C. the relationship between market value and rental income

   D. capitalization rate

113. A key difference between an FHA loan and a conventional loan is:

   A. the loan-to-value ratio can be higher on an FHA loan than a conventional loan

   B. an FHA loan requires a higher downpayment than a conventional loan

   C. FHA loans are issued by the government, while conventional loans are issued by commercial lenders

   D. FHA loans involve a longer loan term

114. Joan Johns leases a commercial property from Steve Smith. What type of estate does Joan hold?

   A. Freehold estate

   B. Estate in reversion

   C. Less-than-freehold estate

   D. Life estate

115. A person who is authorized to act legally for another person is a/an:

   A. attorney in fact

   B. fiduciary

   C. power of attorney

   D. principal

116. The housing and construction industry in California is regulated through:

   A. the state Housing Law, local building codes, and state Real Estate Law

   B. the state Health and Safety Code, state Housing Law, and state Real Estate Law

   C. the state Contractor License Law, local building codes, and the state Housing Law

   D. the Department of Housing and Community Development, the state Health and Safety Code, and the state Real Estate Law

117. A salesperson presents a seller with a full-price cash offer from a qualified minority prospective buyer. The salesperson’s broker then presents the seller with a less-than-full-price offer from a qualified non-minority prospective buyer. The seller, however, accepts neither offer; instead, he accepts an offer through the salesperson from his neighbor. The neighbor is buying the home solely to prevent a minority family from moving into the neighborhood. In this situation, which party is NOT subject to penalties under fair housing laws?

   A. Seller

   B. Neighbor

   C. Salesperson and broker

   D. Non-minority prospective buyer

118. Even if a change is very minor, a counteroffer should be made on a separate form (such as the CAR CO-14) because:

   A. the separate form is needed for the broker’s transaction records, even if it was not needed for validity

   B. signatures on the original form are invalidated by handwritten changes

   C. a counteroffer is actually a new offer and a separate form is necessary

   D. it is vital to have a record that shows at what point a contract was formed

119. A seller lists a vacant parcel of land for $550,000 with the specification that a buyer must agree to an installment sale and cannot make more than a 23% cash downpayment. A potential buyer makes a full cash offer, which is rejected. Under these circumstances, does the seller owe the broker a commission?

   A. Yes, he owes the full commission

   B. Yes, he owes 23% of the commission

   C. No, the offer did not conform to the listing

   D. None of the above

120. Seller Weiss signs a 60-day exclusive agency listing with Broker Hanada. After 30 days, Hanada has not sold the home and Weiss notifies Hanada in writing that he is canceling the listing. One week later, Weiss signs open listing agreements with several other brokers. Two weeks later, one of those brokers sells the house. Under these circumstances, Weiss likely:

   A. owes a commission only to Hanada

   B. owes a commission to the broker under the open listing

   C. owes commissions to both Hanada and the broker under the open listing

   D. owes no commission

121. On a deposit receipt, the date of the contract is:

   A. when acceptance is communicated to the offeror

   B. the date the contract is prepared

   C. the date the buyer signs

   D. the date the offer is made

122. What type of appraiser is qualified to appraise a commercial development valued over $500,000?

   A. Certified general appraiser

   B. Master appraiser

   C. Residential appraiser

   D. Trainee appraiser

123. The power of eminent domain may be used by:

   A. cities

   B. public utilities

   C. public universities

   D. All of the above

124. An agency relationship is best created through:

   A. conduct

   B. consideration

   C. cooperation with other brokers

   D. express agreement

125. When would an agent not have to comply with the requirement of presenting all offers to purchase to the principal?

   A. When the agent notifies the principal in writing that he will not present a particular offer

   B. When a new offer is substantially lower than an offer already received

   C. When the agent is acting under written instructions of the principal

   D. When the agent is acting as a gratuitous agent

126. The listing agent provides the seller with a copy of the Natural Hazards Disclosure Statement. The seller and listing agent fill out the disclosure statement and deliver it to the buyer. What disclosure responsibilities does this relieve the agent and seller of?

   A. The duty to disclose latent defects in the property 

   B. The duty to disclose risks from disasters such as earthquakes and floods, although these must still be disclosed on the Transfer Disclosure Statement

   C. The duty to disclose special assessment liens

   D. The duty to disclose the agency relationship

127. Which type of appraisal report is typically the most comprehensive?

   A. Letter

   B. Form

   C. Gross multiplier

   D. Narrative

128. The Alquist-Priolo Special Studies Zone Act applies to:

   A. all counties in California

   B. all structures in California

   C. all agricultural properties in California

   D. structures in areas of California subject to earthquake hazards

129. A seller sold her house to a buyer, who agreed to assume the existing loan. They proposed this to her lender, who approved the assumption. Which of the following statements is true with respect to the outstanding loan payments?

   A. The seller remains primarily liable and the buyer is secondarily liable

   B. The buyer is primarily liable and the seller is secondarily liable as a surety

   C. The seller is completely relieved of liability

   D. The buyer is completely relieved of liability

130. The nominal interest rate of a loan is:

   A. the maximum rate that may be charged by law

   B. the rate the borrower will actually pay, reflecting the total finance charge

   C. the amount of projected interest on an annualized rate

   D. the interest rate stated on the promissory note

131. Who pays the 1% service fee on an FHA loan?

   A. Seller

   B. Borrower

   C. Primary lender

   D. Secondary lender

132. The parallel members that support the weight of the floor and ceiling are called:

   A. joists

   B. rafters

   C. studs

   D. sub-flooring

133. If there is a 30 or 60-day safety clause in a listing agreement, which of the following is true?

   A. The agent is owed a commission if the property sells during the safety period

   B. The agent must provide a list of the people he worked with and if the seller sells to any of those people during the safety period, she owes the agent a commission

   C. The seller may “bump” a contingent offer in favor of an offer that contains no contingencies

   D. The agent is entitled to liquidated damages if the buyer and seller reach an agreement but then withdraw from the sale

134. The Garcias’ house has a fair market value of $186,000 and rents for $1,200 per month. Yolanda’s neighboring house rents for $1,300 per month. Assuming the same rate of return, what is the fair market value of Yolanda’s property?

   A. $201,500

   B. $187,300

   C. $171,692

   D. $155,000

135. Broker Barb places a newspaper ad stating that any seller who lists or buys a property through her will receive a $100 credit towards the broker's commission or purchase price. This is:

   A. illegal, because a broker is not permitted to offer a credit to a seller

   B. illegal, because a broker is not permitted to offer a credit to a buyer

   C. illegal, because a broker cannot compensate a non-licensee for performing acts requiring a real estate license

   D. legal

136. What is the ultimate test of a property's functional value?

   A. Marketability

   B. Layout

   C. Adequacy

   D. Maintenance costs

137. In real estate finance, the term "impounds" refers to:

   A. penalties

   B. attachments

   C. escrow fees

   D. reserves

138. The dimensions of four pieces of lumber are shown below. Which reflects the dimensions of one board foot?

   A. Six inches long, twelve inches wide, one inch thick

   B. Six inches long, twelve inches wide, two inches thick

   C. Six inches long, six inches wide, one inch thick

   D. Twelve inches long, twelve inches wide, six inches thick

139. The repair of broken appliances is categorized as:

   A. corrective maintenance

   B. preventive maintenance

   C. housekeeping

   D. functional maintenance

140. When a real estate licensee employs a non-licensee, the licensee must be careful to make sure that:

   A. activities requiring a real estate license are performed only by the licensee

   B. the employee’s activities are limited to those permitted by the Real Estate Guide to Non-licensee Activities

   C. the non-licensee only discusses available properties but does not negotiate with parties

   D. the non-licensee accepts only advance fees, rather than commissions

141. A broker strongly suggests to his salespersons that they should all refer clients to the in-house closing company and associated loan officers, and that they will receive extra compensation for their referrals. The salespersons should:

   A. disclose to clients that the brokerage has an interest in the escrow and lending services and that the salespersons will receive compensation for recommending them

   B. do as the supervising broker instructs

   C. give referrals to other providers of closing and loan services instead

   D. obtain the written consent of clients before making the referral

142. Which law prohibits an agent from committing fraudulent acts against his principal?

   A. Code of Civil Procedures

   B. Business and Professions Code

   C. Civil Code

   D. Criminal Code

143. A real estate licensee advertises through the World Wide Web. The Department of Real Estate’s rules and regulations require barriers, policies, and procedures to ensure that contact and communications with persons responding to those ads are:

   A. with properly licensed agents

   B. restricted to setting up appointments for in-person contacts

   C. recorded and kept on permanent file

   D. monitored by the broker

144. Mark purchased a house for $400,000. He paid 21.25% as a downpayment and financed the balance with a 30-year amortized loan at a 10.25% interest rate. His monthly payments will also include property taxes ($4,000 per year) and hazard insurance ($4,890 for a three-year policy). If the principal amount on his first monthly payment is $595, what will be the total amount of his first monthly payment?

   A. $3,159.79

   B. $3,754.79

   C. $4,026.45

   D. $4,480.83

145. Unless excepted from agreement, which of the following are implicitly included in a transfer of real property?

   A. A building constructed on land

   B. Mineral deposits underneath the land

   C. Riparian rights appurtenant to the land

   D. All of the above

146. In a valid assignment of a lease, the assignee becomes the new:

   A. landlord

   B. lessor

   C. sublessee

   D. tenant

147. Amuezca is buying a house. The real estate broker recommends a lender. The lender's loan application asks the applicant’s race and marital status. Amuezca may:

   A. refuse to disclose his race

   B. refuse to disclose his marital status

   C. sue the broker for violating fair housing/lending laws

   D. file a complaint with the Real Estate Commissioner

148. Which of the following documents would be used when a veteran purchases a home through the California Veterans Farm and Home Purchase Plan?

   A. Deed of trust

   B. Mortgage

   C. Special warranty deed

   D. Land contract of sale

149. The principal purpose of a deed is to:

   A. provide evidence of the terms of a real property transaction

   B. identify the parties to a transfer of real property

   C. provide evidence of a change in title or transfer of an interest in real property

   D. provide written notice of a transaction so that it can be recorded

150. A city passes a bond issue to improve streets in a particular neighborhood. The properties in that area will be burdened:

   A. according to value of the property

   B. according to the size of the lot

   C. in proportion to the benefits that the land will receive

   D. identically

Principles of California Real Estate (Final Exam)

Answers and Explanations
1.  A

Explanation: Riparian rights refer to flowing water, such as streams and rivers. Riparian rights do not include standing or subsurface water.

2.  C

Explanation: Joint tenancy requires unity of interest, time, title, and possession. Tenancy in common, however, only requires unity of possession.

3.  B

Explanation: In rapidly changing economic conditions, the sales prices of comparable properties are less useful as indicators of current market values.

4.  B

Explanation: Private restrictions are an encumbrance against real property. However, they affect use and do not reflect a financial interest in the property, so they are not liens.

5.  C

Explanation: First, determine the amount of the commission ($575,000 × .06 = $34,500). Next, determine how much of the commission the selling broker receives ($34,500 × .5 = $17,250). Finally, determine how much of the commission the selling salesperson receives ($17,250 × .7 = $12,075).

6.  B

Explanation: Under the statute of frauds, any agreement between a broker and principal authorizing the broker to find a property or buyer of property must be in writing.

7.  A

Explanation: An easement appurtenant runs with the land. Subsequent servient tenants are bound to honor the easement.

8.  B

Explanation: Because the broker/client relationship is one that is founded on trust, an agent has certain fiduciary responsibilities to her principal, including disclosure of material facts.

9.  D

Explanation: The Truth in Lending Act is a consumer protection law designed to assure adequate information for consumers, allowing them to compare the costs of similar loans offered by different lenders.

10.  D

Explanation: Recurring costs are the expenses that the buyer will have to pay each year, such as property taxes, mortgage interest, and fire insurance. These items are often impounded by the lender.

11.  C

Explanation: Orientation, the positioning of the home on the land, requires the developer to consider sun, wind, noise, and other factors.

12.  D

Explanation: If any change is made to an offer by the offeree, this terminates the original offer and becomes a new offer, known as a counteroffer.

13.  D

Explanation: Offer and acceptance demonstrates a meeting of the minds between buyer and seller, indicating that a contract has been formed.

14.  B

Explanation: A deed of reconveyance is delivered to the trustor once a deed of trust has been repaid. The trustor should record it in order to release the property from the lien.

15.  A

Explanation: The higher the EER, the more energy-efficient the unit will be.

16.  D

Explanation: Time of annexation is not a fixture test. Method of attachment, relationship of parties, and annexor's intention all are fixture tests.

17.  D

Explanation: All three of these notices can be important in regard to the validity of a mechanic's lien.

18.  B

Explanation: The Subdivided Lands Law does not prevent developers from selling homes for more than their market value. To obtain a final public report, however, the developer must demonstrate that streets will be completed, utilities are available, and that liens will be lifted.

19.  C

Explanation: Cost of the item is never a consideration in determining whether an item is a fixture.

20.  C

Explanation: Any lien or other creditors’ claims against one tenant’s interest in a property held as joint tenancy will terminate upon the death of that tenant. A valid promissory note may be secured by a deed of trust against one person’s interest in a joint tenancy, but it is unlikely that a lender would agree to this, because its lien could not be enforced if the tenant died.

21.  A

Explanation: In a typical net lease, the tenant will pay for a share of property taxes and insurance, as well as all utilities and maintenance costs.

22.  D

Explanation: A contingency clause should always describe what the parties must do to fulfill the contingency, and how long they have to fulfill the contingency. It should also describe how notice of fulfillment should be made, whether the contingency can be waived, and the rights of the parties if the contingency isn’t fulfilled.

23.  D

Explanation: A standard policy of title insurance is based only on investigation of the public record, not on an inspection or survey of the property in question.

24.  C

Explanation: Nuisances external to the property are causes of economic obsolescence. Functional obsolescence includes problems caused by design inadequacies or outmoded appliances.

25.  D

Explanation: The purchase price will always be entered as a debit to the buyer.

26.  C

Explanation: The value of the feature is subtracted from the value of the comparable. Since the subject property does not have the amenity, the adjusted comparable value will more closely reflect the value of the subject.

27.  C

Explanation: If you add the parcels together, you determine that her total purchase price was $360,000 ($180,000 × 2 = $360,000) and her total resale price was $450,000 ($150,000 × 3 = $450,000). Calculate the difference between the two prices ($450,000 – $360,000 = $90,000). Divide the difference by the price paid in order to calculate the percentage of profit ($90,000 ÷ $360,000 = .25).

28.  C

Explanation: An easement created by prescription can be terminated if the servient tenant brings suit after a five-year period of non-use.

29.  C

Explanation: The easiest way to remember the difference between real property and personal property is to think of real property as immovable and personal property as movable.

30.  A

Explanation: The Transfer Disclosure Statement and Natural Hazards Disclosure Statement are both prepared by the seller. The Transfer Disclosure Statement requires only disclosure of known latent defects, though, while the Natural Hazards Disclosure Statement requires disclosure of whether the property is in a zone subject to geologic hazards according to government maps.

31.  B

Explanation: Under an exclusive right to sell listing, the broker receives a commission if the property sells during the listing period, regardless of who actually arranged the sale.

32.  D

Explanation: If the tenant is the cause of damage to the property, the landlord's failure to perform repair work does not constitute constructive eviction.

33.  B

Explanation: Personal property is not subject to property tax. In addition, intangible personal property (such as business goodwill) is not subject to sales tax.

34.  B

Explanation: The true market value of the property is always a material fact that must be disclosed, even if a binding contract has already been formed. If the discrepancy between the sales price and the market value is great enough, the seller might find it advantageous to breach the contract, risk a lawsuit, and attempt to obtain a higher price.

35.  A

Explanation: RESPA requires lenders to provide certain information to prospective buyers, including a good faith estimate of the costs of settlement services. The buyers can use the estimates to shop around for services.

36.  A

Explanation: Both buyer and seller must give written consent to a dual agency. The disclosures must be made as soon as possible.

37.  A

Explanation: Under the principle of conformity, a reasonable degree of homogeneity within a neighborhood has a positive effect on property values.

38.  C

Explanation: Funds raised under the 1911 Street Improvement Act can only be used to make improvements, not for the purchase of land to develop.

39.  C

Explanation: Payment of money is not necessary for a valid contract. Consideration is necessary, but consideration may take the form of property, services, or a promise to do something in the future.

40.  B

Explanation: When a single loan is secured by several pieces of property, it's called a blanket loan.

41.  B

Explanation: A "turnkey project" is a construction project that is completed and ready for occupancy. The occupant need only "turn the key" and take possession.

42.  D

Explanation: A material with a high R-value is more resistant to heat flow and transfer. Therefore, the higher the R-value is, the more effective the insulation.

43.  B

Explanation: The post office will use a lower capitalization rate because it is a less risky investment and a real estate investor will not expect as great a return on the investment. A hardware store is more likely than a post office to go out of business, so the store will need a higher capitalization rate.

44.  D

Explanation: Any creditors' claims against a deceased joint tenant's interest are extinguished at death, and the surviving joint tenants receive that interest free and clear.

45.  C

Explanation: She must disclose that she is a principal in the transaction as well as an agent, since she has the option to purchase the property on her own behalf. She is acting as an optionee, not an optionor.

46.  B

Explanation: Under the Subdivision Map Act, the developer must file a tentative subdivision map with the local planning commission, which will then approve or reject the map.

47.  D

Explanation: The death of the offeror prior to communication of an acceptance serves to terminate the offer, so no contract could be formed.

48.  D

Explanation: The home's value is probably going to be lowered as a result of regression. This value loss, due to location, is an example of economic obsolescence.

49.  D

Explanation: First, add the closing costs to the amount the seller netted from the sale ($2,583.60 + $183,480 = $186,063.60). Subtract the commission rate from 100%  (100% – 6% = 94%). Finally, divide the total by 94% to get the selling price: $186,063.60 ÷ .94 = $197,940.

50.  B

Explanation: A lender who accepts a deed in lieu of foreclosure will take title subject to any existing liens other than its own. Therefore, lenders must determine whether a borrower created junior liens before accepting a deed in lieu of foreclosure.

51.  C

Explanation: The two most common sources of mortgage insurance are the FHA (which insures all FHA loans) and private insurers (which insure conventional loans with loan-to-value ratios higher than 80%).

52.  D

Explanation: Economic obsolescence is caused by factors external to the property, such as city action. Functional obsolescence and physical deterioration are problems specific to the property.

53.  A

Explanation: Deed restrictions are created by the grantor of the deed. In the case of a subdivision, that would be the developer of the subdivision.

54.  D

Explanation: No title insurance policy protects against all risks. For instance, no policy will insure against a loss of value due to governmental action, such as condemnation or zoning changes.

55.  D

Explanation: The Seller Transfer Disclosure Act requires the listing broker to perform a competent and diligent visual inspection of the property, and inform the parties of any latent defects. This does not require inspection of condominium common areas, or physically inaccessible areas.

56.  D

Explanation: RESPA forbids kickbacks and referral fees.

57.  D

Explanation: The broker is not entitled to a commission since he did not have a written listing agreement for the property and he did not arrange the sale of the property to the buyer.

58.  D

Explanation: Consideration may be money, property, services, or a promise to provide something of value in the future.

59.  B

Explanation: Savings and loans have a traditional emphasis on home mortgage loans. The funds for these loans typically come from long-term deposits.

60.  B

Explanation: The law states specifically that the property owner is to receive a copy of the report within 10 business days of the inspection.

61.  C

Explanation: Because Westland died, the agency relationship between him and each of his clients is terminated by operation of law. Even though his daughter inherited his brokerage business, she would still have to enter into a new agency relationship with each seller.

62.  D

Explanation: The termination date of an exclusive listing is determined by agreement between the broker and the seller.

63.  A

Explanation: The income, or capitalization, approach to value bases the present market value of a property on the future benefits of ownership. 

64.  C

Explanation: A subordination clause enables a subsequent loan to take priority over a loan that was recorded previously.

65.  C

Explanation: State regulations require that a broker must have a written employment agreement with each salesperson working for her.

66.  D

Explanation: Substitution states that one property may be substituted for another in terms of use, income, or structural design.

67.  B

Explanation: Don't forget that in California, the fiscal year for real property taxes begins on July 1 and ends on June 30. Therefore, the buyer is responsible for the period between May 1 and June 30. Since this is two full months, we can simplify the problem by calculating a per month rate instead of a per diem rate. First, calculate the per month share of the taxes ($2,760 ÷ 12 months = $230). Then multiply the per month rate by the number of months ($230 × 2 months = $460).

68.  C

Explanation: The district attorney of the county where the illegal acts occurred is responsible for prosecuting any violation of the real estate license law.

69.  C

Explanation: Whenever a real estate broker hires a salesperson, a written agreement is required.

70.  C

Explanation: The Commissioner may stop violations of the Subdivided Lands Law with a desist and refrain order.

71.  D

Explanation: Ordinarily, the probate court must approve the amount of the commission in addition to the sale itself.

72.  B

Explanation: Zoning laws are an exercise of the state's police power. Condemnation, however, is an exercise of the power of eminent domain. Restrictive covenants are private, not public, restrictions, and do not represent an exercise of governmental power.

73.  D

Explanation: The seller's agent is responsible for providing a copy of the Transfer Disclosure Statement to any prospective buyer.

74.  A

Explanation: In a net listing, it is possible that an agent could receive no commission at all. For instance, an agent could agree to keep anything above a purchase price of $220,000, and then sell the property for $220,000, leaving no commission.

75.  D

Explanation: Advance fees may be paid by the seller in advance for unusual marketing and advertising expenses. These funds should be held in a trust account.

76.  A

Explanation: A seller's market is one that benefits sellers, in that prices are higher. Under the theory of supply and demand, higher prices are created by increased demand and diminished supply.

77.  C

Explanation: A person who sells a mobile home subject to registration requirements must notify the Department of Housing and Community Development within 10 calendar days of the transaction.

78.  D

Explanation: A graduated lease includes an escalation clause that provides for periodic increases in the rent. In commercial leases, these increases are often tied to changes in the Consumer Price Index or other measures of inflation.

79.  A

Explanation: First, calculate the area of the first parcel (640 acres ÷ 4 = 160, and 160 acres ÷ 4 = 40 acres). Multiply that by $800 per acre to find that the first parcel is valued at $32,000 (40 × $800). Next, calculate the area of the second parcel (640 acres ÷ 4 = 160, and 160 acres ÷ 2 = 80 acres). Multiply that by $500 per acre to find that the second parcel is valued at $40,000 (80 × $500). Subtract $32,000 from $40,000 to find that the difference is $8,000.

80.  B

Explanation: A loss in the operation of a rental property is deductible as an ordinary loss, not a capital loss.

81.  A

Explanation: An agent has a fiduciary duty not to disclose confidential information concerning the principal, unless she has been specifically instructed that she may disclose that information.

82.  C

Explanation: When a deed of trust is sold on the secondary market for less than its face value, that is known as discounting.

83.  B

Explanation: Tenancy is a method or mode of holding title to an estate, such as tenancy in common or a joint tenancy.

84.  D

Explanation: All of these remedies are appropriate where a broker fails to disclose his dual agency.

85.  C

Explanation: 1 is a violation of the Fair Housing Act in that it involves advertising that expresses a preference or limitation. If an advertising plan were targeted toward single working mothers but did not express a preference or limitation, that would be legal. 2 is a violation in that buyers of different races receive different terms or conditions of sale.

86.  D

Explanation: The victimized party to a voidable contract must ask a court to rescind the contract. If this does not occur within a reasonable period of time, the court may decide that the contract has been ratified.

87.  B

Explanation: If a real estate broker provides loan services, he must provide a disclosure statement to the borrower. The disclosure statement must list all costs involved in obtaining the loan.

88.  A

Explanation: Insurance requires the insured person to make regular premium payments, and the insurer to pay a specified amount if an event that is covered by the insurance policy occurs and the insured suffers a loss.

89.  A

Explanation: If the buyer is taking possession before closing or the seller is remaining in possession after closing, the parties should draft an interim occupancy agreement for that period.

90.  A

Explanation: The broker must refuse to take the listing. Taking the listing would create a dilemma between either breaking the law by failing to disclose latent defects, or disobeying the principal. Either way would be a violation of the agent's duties, so the best policy is to not get involved at all.

91.  C

Explanation: The covenant is unenforceable but the deed otherwise remains valid.

92.  D

Explanation: An amortization table will indicate how payments on an amortized loan are structured. In an amortized loan, the payment amount will stay the same, but an increasing amount will be applied to principal while a declining amount is applied to interest.

93.  A

Explanation: A salesperson is customarily an independent contractor because he is paid only on a commission basis. Taxes are usually not withheld from a salesperson’s earnings, and a broker does not closely supervise a salesperson’s activities.

94.  B

Explanation: Effective gross income is calculated by subtracting vacancies and collection losses from the gross rental income.

95.  C

Explanation: A hip roof has four sloping sides that meet at a short center ridge.

96.  D

Explanation: Rezoning an area to a more restrictive use is known as downzoning.

97.  A

Explanation: Even if an "as is" clause is present in the deposit receipt, California law still requires the seller to set forth all latent defects in a Transfer Disclosure Statement. The broker is also bound to disclose those latent defects to the buyer. Under the imputed knowledge rule, if the seller or his agent knows of a defect but fails to tell the other about it, the other can nonetheless be held liable for that knowledge. 

98.  D

Explanation: If a private owner believes that action by a government entity has destroyed the value of his property, he may file an inverse condemnation action.

99.  C

Explanation: In some counties, assessment appeals are made directly to the county Board of Supervisors, which will act as a local board of equalization regarding the matter. (The state Board of Equalization does not handle appeals of assessments made by county assessors.) Alternatively, in many counties, assessment appeals are made directly to a separate Assessment Appeals Board.

100.  C

Explanation: Under the Fair Housing Act, the broker is required to treat all clients equally. If the buyer has not specified certain areas in which she is or is not interested, the broker must choose homes as he would for any other buyer.

101.  B

Explanation: A novation is the substitution of a new obligation for an old one. It can involve the substitution of a new contract between the same parties, or the substitution of the same contract between new parties.

102.  D

Explanation: To create a tight money market, the Federal Reserve would take actions that reduce the amount of funds available to lend. It would do so by raising key interest rates (the discount rate and the federal funds rate), raising reserve requirements, and selling bonds.

103.  C

Explanation: The listing agreement usually authorizes a broker to accept good faith deposits from a buyer.

104.  B

Explanation: These paragraphs are typically contained in a narrative appraisal report, which contains information from the appraiser to support the stated opinions and conclusions.

105.  B

Explanation: Amy made an unlawful misrepresentation when she said that there would be no trouble getting the property approved. While the misrepresentation was unintentional and resulted only from her negligence in not investigating the transaction, it was still a false statement that was relied on by the buyers. She could be subject to discipline by the Real Estate Commissioner.

106.  D

Explanation: A foundation plan shows details of the foundation's construction, including all the details of the sub-floor.

107.  D

Explanation: A dual agency is lawful only where the buyer and seller have been informed of the situation and have consented to it.

108.  D

Explanation: A buyer holds equitable title once the purchase agreement has been signed. This does not entitle him to take possession until the designated possession date, though.

109.  D

Explanation: A master (or general) plan tries to address all issues that will be involved in the long-term development of a city or county. These can include traffic and transportation, housing and business development, and earthquake protection.

110.  B

Explanation: The discrepancy between the two names would create a cloud on the title. In this situation, the cloud can be cured using a quitclaim deed.

111.  C

Explanation: The salesperson has violated the license law; the broker failed to report the violations to the Real Estate Commissioner. They both may be subject to disciplinary action.

112.  C

Explanation: In the gross income multiplier method, gross rental income is used to estimate the market value of a residential rental property.

113.  A

Explanation: An FHA loan allows a lower downpayment than a conventional loan, so loan-to-value ratios over 97% are often possible. FHA loans are issued by commercial lenders just like conventional loans, although they are government-backed. FHA and conventional loans typically have similar loan terms.

114.  C

Explanation: A lessee holds a leasehold, or less-than-freehold, estate.

115.  A

Explanation: An attorney in fact is authorized through an instrument called a power of attorney to represent another person.

116.  C

Explanation: Regulation of the homebuilding industry in California is accomplished through local building codes, the state Housing Law, and the state Contractor License Law. The Real Estate Law regulates brokers and salespersons, not builders.

117.  D

Explanation: The non-minority prospective buyer was making a legitimate offer, not for discriminatory purposes, and therefore have not violated fair housing laws. The seller, neighbor, salesperson, and by extension, the broker, all participated in a transaction made for discriminatory purposes.

118.  C

Explanation: A counteroffer is a new offer that terminates the original offer, so it is best to use a separate form.

119.  C

Explanation: If a buyer makes an offer that does not match the terms set forth in the listing, the seller will not owe his broker a commission if the seller does not accept the offer.

120.  C

Explanation: A seller cannot drop a broker and hire another broker during an exclusive listing period, so he would owe a commission to Hanada so long as the sale occurred during the exclusive listing period. Weiss would also owe a commission to the broker under the open listing, since the broker was the procuring cause of the sale.

121.  A

Explanation: A contract is considered to be formed on the date that a meeting of the minds is demonstrated through acceptance of the offer.

122.  A

Explanation: A certified general appraiser may appraise any category of property. Residential appraisers may appraise nonresidential properties of up to $250,000 in value. “Master appraiser” is not a level of licensure.

123.  D

Explanation: The right of eminent domain belongs to quasi-public organizations such as public utilities and public universities, as well as to municipalities.

124.  D

Explanation: An agency relationship is ordinarily created through express written agreement. An agency created only through conduct or cooperation with other brokers may leave considerable doubt as to whom the broker represents. Consideration is never necessary in the creation of an agency agreement.

125.  C

Explanation: If the seller gives express instructions to the agent not to present any more offers, then the agent should not present further offers.

126.  B

Explanation: The Natural Hazards Disclosure Statement enables the seller and the seller's agent to disclose whether a property is subject to geologic hazards such as earthquakes or floods. Any material fact, even those disclosed elsewhere, must be disclosed on the Transfer Disclosure Statement.

127.  D

Explanation: Appraisers prepare either a form report or a narrative report. A narrative report contains much more detailed information and explanation than a form report.

128.  D

Explanation: The Alquist-Priolo Act requires a geologic report as part of an application for new residential development in certain areas of the state.

129.  B

Explanation: In an assumption, the buyer of the property will be primarily liable for repayment of the loan. However, the seller will retain secondary liability in the event the buyer defaults.

130.  D

Explanation: The nominal interest rate is the rate named on the promissory note and on other loan documents. This contrasts with the effective rate, which reflects the actual amount the borrower will pay.

131.  B

Explanation: The lender charges the borrower a 1% origination fee to initiate an FHA loan.

132.  A

Explanation: Joists are horizontal parallel timbers that support the ceiling and floor loads.

133.  B

Explanation: Many safety clauses require the broker to keep a list of the potential buyers that he had contact with during the listing period. This enables the seller to know whether the safety clause will require payment of a commission if the property is sold to a particular person during the safety period.

134.  A

Explanation: First, determine the monthly multiplier by dividing the market value by the monthly rent ($186,000 ÷ $1,200 = 155). Then multiply the multiplier by the rent of the neighboring property (155 × $1,300 = $201,500).

135.  D

Explanation: This offer does not violate the license law or regulations. A broker may share her commission with anyone, as long as this fact is disclosed.

136.  A

Explanation: Functional value is best shown in the marketability of a property. If a property suffers such functional obsolescence as to be unusable, it won't be marketable and will have no value.

137.  D

Explanation: Impounds, or reserves, are funds collected by the lender for the purpose of paying recurring costs such as taxes and insurance.

138.  B

Explanation: A board foot of lumber is one foot (or twelve inches) long, one foot wide, and one inch thick. A piece of lumber that is six inches long, twelve inches wide, and two inches thick would have the same total dimensions.

139.  A

Explanation: Corrective maintenance is fixing problems that already exist. A property manager will prefer to focus on preventive maintenance, to prevent maintenance problems from cropping up in the first place.

140.  A

Explanation: If an activity falls within the definition of activities that require a broker’s license, then a non-licensee may not perform those activities for compensation. This includes accepting advance fees, as well as commissions.

141.  C

Explanation: A salesperson may not receive compensation for a referral to an escrow, pest control, home warranty, or title company. This is a violation of the Real Estate Law.

142.  B

Explanation: Fraudulent acts are a violation of the Real Estate Law, which is part of the Business and Professions Code. Fraud is also a criminal act, but the criminal laws in California are encompassed within the Penal Code, not the "Criminal Code."

143.  A

Explanation: If a brokerage intends to advertise online, it must take steps to create barriers or procedures that ensure that responses to prospective clients are made only by licensees. All online real estate advertising must contain a notice stating whether or not the person making the advertisement is properly licensed in California.

144.  B

Explanation: First, calculate the loan amount ($400,000 purchase price × .2125 = $85,000 downpayment) ($400,000 – $85,000 = $315,000 loan amount). Calculate the annual interest ($315,000 × .1025 = $32,287.50) and divide by 12 to calculate monthly interest ($32,287.50 ÷ 12 = $2,690.63). Calculate the monthly property taxes ($4,000 ÷ 12 = $333.33) and the monthly hazard insurance ($4,890 ÷ 36 = $135.83). Add these three monthly expenses, plus the principal cost, to find the total first monthly payment ($2,690.63 + $333.33 + $135.83 + $595 = $3,754.79).

145.  D

Explanation: A building attached to the land is considered a fixture, and therefore is a part of the real property that passes to a buyer in a transaction. If the parties specifically exclude a fixture, it can be excepted from the sale.

146.  D

Explanation: In an assignment, the assignee is the new tenant, and takes on primary responsibility for payment of the rent.

147.  A

Explanation: The Housing Financial Discrimination Act prohibits lenders from discriminating on the basis of race or marital status. An applicant can't be required to disclose his race, although the law allows lenders to ask applicants to voluntarily supply that information to aid federal monitoring of illegal redlining. Marital status can be required by the application, as long as the information is not used to discriminate. If Amuezca had a cause of action based on discrimination in connection with the loan application, it would enable him to sue the lender, not the broker. His complaint would be pursued through the Department of Fair Housing and Employment, not the Real Estate Commissioner.

148.  D

Explanation: When a home is purchased through the California Veterans Farm and Home Purchase Plan (generally known as Cal-Vet), the state purchases and holds legal title to the property, and sells the property to the veteran through a land contract.

149.  C

Explanation: A deed is a document used by a private landowner to transfer title to someone else. It generally does not specify the terms of the transaction.

150.  C

Explanation: While real property taxes are levied according to property value, special assessments are levied according to the amount of the benefit received by each property.

© 2008 Rockwell Publishing

