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 
�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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