A written instrument which passes title of property, such as furniture purchased as a part of a home sale, from seller to buyer would be a:
· Deed

· Lease

· Title

· Bill of sale
Bills of Sale are a written instrument which passes title of personal property, such as furniture purchased as a part of a home sale, from seller to buyer. They are not used for real property. A Bill of Sale transfers title to personal property in much the same way that a deed transfers title to real property.
Concerning the first installment of real property taxes in California, the due date and delinquent date are respectively:
· July 1 and November 1;

· February 1 and April 10;

· January 1 and March 10.

· November 1 and December 10;
Tax Calendar: With respect to Real Property Taxes: The First Installment is due November 1st, and is delinquent December 10th. The Second Installment is due February 1st, and is delinquent April 10th. (No Darn Fooling Around)


The “marginal tax rate” is defined as:
· 22% of gross income

· The 29% tax rate

· The tax rate which is applied to the last dollar earned

· The tax rate which is applied to the next dollar earned
Marginal Tax Rate is the tax rate that is applied to the next dollar of taxable earned income.

Which of the following is usually required to report the sale of a single family residence to the Internal Revenue Service?
· Broker

· Buyer

· Seller

· Escrow
Escrow involves the deposit of funds and/or instruments by Buyer and/or Seller with a neutral third party who has agreed to execute the provisions of an agreement or contract. rules of escrow can be found in the financial code. At the end of the transaction Escrow writes the checks therefore they will report to the IRS.

A valid deed must contain:
· The grantee's signature

· a recital of consideration

· An acknowledgement

· A granting clause
Deeds provide evidence of the transfer of title of real property from a grantor to a grantee. Deed Requires The Grantor must be Legally Competent, it must be Delivered and accepted and Contain a Granting or Action Clause. A deed does NOT need to be Acknowledged to be valid

When a real estate broker speaks of “tax shelter” he/she is referring to: 
· Real Property taxes

· Net income

· Principle payments

· Income tax
Tax shelter is a general term used to include any property or other investment which gives the owner certain income tax advantages, such as deductions for property taxes, mortgage interest or depreciation.

According to generally accepted practices, an escrow is authorized to:
· Gives financial advice

· Change funding of buyers loan

· Authorize a pest control company

· Call for funding of buyers loan
Escrow involves the deposit of funds and/or instruments by Buyer and/or Seller with a Neutral Third Party who has agreed to execute the provisions of an agreement or contract. rules of escrow can be found in the financial code. Escrow can call for the funding of the buyers loan.

When a governmental body takes private real property for necessary public use, certain legal processes must be followed. Such a taking is an exercise of the right of:
· Zoning

· Escheat

· Police power

· Eminent domain
Eminent Domain is when the property is taken by the government because it is necessary for necessary public use. The owner of the private property taken receives just compensation through a process called Condemnation. Eminent Domain is usually NOT held by individuals,

When a project is “turn key” is said to be:
· ready to be built

· ready for womanizing and socializing

· ready for rehabilitation

· Ready for occupancy
Turnkey Project is term used for a property that is ready for occupancy, ready to be put into immediate use; equipped with, or including, everything needed to operate it.

When the term "involuntary alienation" is used, it most likely means that title to the property was moved by: 
· Quitclaim deed;

· Bargain and sale deed;

· Will;

· Operation of law.
Alienation is the transfer of property from one owner to another, thus involuntary alienation means you have no choice in the matter.

A title company could make a title search by searching the records of the:
· County Recorder’s office

· Federal Land office

· County Clerk’s office

· County Recorder’s, Federal Land and County Clerk’s office
A title search is a review of all recorded documents affecting a specific piece of property to determine the present condition of title.

An order from a court to designated official to sell property in order to pay a judgment is called:
· An attachment

· A deficiency judgment

· A foreclosure

· A writ of execution
A court order instructing an officer of the court to carry out the decision of the court, such as the selling of foreclosed property or the removal of a tenant at sufferance.

The recording of an instrument gives:
· Actual notice

· Positive notice

· Passive notice

· Constructive notice
Constructive Notice attaches once a document is recorded. Once recorded, subsequent buyers will be deemed to have received “Constructive Notice” regarding the document and its effect on the property in question. This could also be taken by taken possession. Actual Notice is when an individual has first-hand knowledge of something. [For example, if a buyer has knowledge that someone has taken possession of the property that is for sale.]

In making the decision of whether or not to issue a title policy, the title insurance company would be most concerned with those documents that appear within the:
· Title guarantee

· Title search

· Title report

· Chain of title
Chain of title is the history of all of the documents that transfer title to a parcel of real property, starting with the earliest existing document and ending with the most recent.

The main purpose of a deed is to:
· Provide evidence of the terms of a real property transaction

· Identify the parties involved in real property transfer

· Provide a written instrument that can be recorded

· Evidence of the change in title or tranfer of an interest in real property
Deeds provide evidence of the transfer of title of real property from a grantor to a grantee. Deed Requires The Grantor must be Legally Competent, it must be Delivered and accepted and Contain a Granting or Action Clause. A deed does NOT need to be Acknowledged to be valid


The item that would appear on the debit side of a buyers closing statement would be:
· Prepaid rents

· Interest owed on trust deeds

· Unpaid real property taxes

· Purchase price
Debit is money you owe when escrow is closed, an example of debit for the buyer would be the purchase price

What is the meaning of a quiet title action:
· Purchasing property through a dummy transaction

· An action to quiet a noisy tenant

· Foreclosure action

· Court action to remove a cloud on the title
A quiet title action is an action by a court to remove a cloud or claim that has been placed on title to property.

An attachment is: 
· A fixture

· A judgment

· An assessment

· A lien
An attachment is considered a lien. Lien is a monetary encumbrance, meaning you owe money. Whenever you see the word Lien, think of money, the other options do not involve money.

In the sale of a business opportunity, the buyer will not be liable for sales taxes not remitted by the seller, provided the buyer receives a:
· Seller’s permit from the Franchise Tax Board;

· Bulk sales registration; 

· Substitution of liability;

· Clearance receipt.
In the sale of a business opportunity the seller should provide the buyer a Clearance receipt

According to the Bulk Sales Law, when buying a business one must: 
· Notify individual creditors.

· Post a Notice of Sale in a public place.

· all of the other options are correct

· Publish the notification of sale.
Under the Bulk Sales Law in the Uniform Commercial Code, the buyer must publish a notice of intention of bulk transfer at least once in a newspaper of general circulation in the country where the transfer is to take place, record the notice at the county recorder's office, and notify by certified or registered mail the County Tax Collectors Office. This was created to protect the creditor's interest in any unpaid inventory.

Whenever there is a real estate sales transaction, it must be reported to the Internal Revenue Service by the:
· Seller

· Broker

· Agent

· Escrow
Escrow reports to the IRS on the respective sales transactions. Remember, they are the ones writing the checks at the end of the day.

A buyer would want which of the following removed from a preliminary title report:
· A quitclaim deed

· C.C. and R’s

· An appurtenant easement over adjacent property

· A mechanics lien
A preliminary title report is a title report that is issued early in the transaction for the purpose of revealing all matters that presently have an effect on the title. Such as liens or judgments on the property, or easements and covenants.

Beginning with the date when a parcel of property is sold to the state for delinquent taxes, the taxpayer’s right of redemption exists for:
· 3 years

· 7 years

· 1 years

· 5 years
If the Property Taxes delinquent, the Property is “Sold to the State by Operation of Law”. Once sold, the Owner remains in undisturbed possession for a period of five (5) years. During those five (5) years, the Owner is capable of redeeming the Property by paying all back taxes plus any interest and/or penalties that are owed. [This five (5) year redemption period starts running on June 30th.]

Carl purchased a 13-unit apartment building. If he reports his income on a cash basis, he can deduct all of the following on his next income tax return, except:
· Depreciation when the value of the property has increased

· Interest payments on the second trust deed

· The cost of redecorating two vacant units

· Loss of rental because of vacancies suffered by five units
Vacancy losses are not deductible on an income property.

There are several differences between an extended coverage policy of title insurance and a standard coverage policy of title insurance. Which of the following is insured under the extended policy, but not under the standard policy?
· The results of a forged deed in the chain title

· Detrimental zoning ordinances

· The lack of capacity of one of the parties to any transaction involving title to the land

· The possibility that some improvements on the insured property are located on adjoining land
Extended policy covers improvements on adjoining land

In which of the following situations would property be reassessed?
· When a property has been rehabilitated or remodeled

· Every Two years

· Annually

· When Sold
Property is always reassessed upon sale. This Reassessment usually results in a supplemental tax bill. The payment of any increase in property tax due to the reassessment and any resulting supplemental tax bill would then become the responsibility of the Buyer.

The court order to sell property to satisfy a judgment is: 
· A Injuction

· A forfiture clause

· A Trustee's sale

· A Writ of Execution
Court order allowing the seizure and sale of property due to non-payment of taxes or foreclosure of property.

Which of the following is most correct concerning delinquent taxes and redemption rights? 
· The property is automatically deeded to the state if the property is not redeemed within one year

· In the event the delinquent owner transfer or otherwise alienates the property, the redemption period is automatically terminated

· The homeowner is required to make monthly installment payments to liquidate the delinquent property taxes and accrued penalties which are owed

· The important effect of a “sale to the state” by the tax collector is to start the redemption period running but the delinquent owner’s possession remains undisturbed
If the Property Taxes delinquent, the Property is “Sold to the State By Operation of Law”. Once sold, the Owner remains in undisturbed possession for a period of five (5) years. During those five (5) years, the Owner is capable of redeeming the Property by paying all back taxes plus any interest and/or penalties that are owed. [This five (5) year redemption period starts running on June 30th.]

The rules of escrow can be found in the:
· Business and professions code

· Real estate practice

· Code of Ethics

· Financial Code
Escrow involves the deposit of funds and/or instruments by Buyer and/or Seller with a Neutral Third Party who has agreed to execute the provisions of an agreement or contract. Rules of escrow can be found in the financial code.

How many years is an attachment lien good for?
· 2 years

· 1 years

· 4 years

· 3 years
An attachment lien is good for three years and may be renewed.

In settling an estate for a deceased person, the executrix is one who has been: 
· Chosen by the local bar association.

· Appointed by the probate court;

· Chosen by the heirs;

· Designated in the will of the deceased;
the executrix is a person named in a will to carry out its provisions for the disposition of the estate.

Peter owns a single-family residence in which he, his wife, and two children reside. In filling out his income tax return he itemizes his various allowable deductions. The following expense would not be allowed as a deduction: 
· real property taxes.

· uninsured casualty losses.

· interest on the loan.

· cost of repainting exterior.
Maintenance expenses for one's own residence are not deductible.


In order to avoid successors liability in the buying of a business which of the following should be filed:
· Security agreement

· Bill of Sale

· Doctrine of Estoppels

· Certificate of clearance
The buyer or lessee of an existing business might have “successor’s liability” to the Board of Equalization for an unpaid sales tax. The problem might be avoided by obtaining a certificate of clearance.

Which of the following would not be subject to property tax:
· Mobile homes properly installed on a permanent foundation

· Vacant land located in an unincorporated area of the county

· Possessory interests of lessees in tax-exempt public property, such as leases on oil and gas properties.

· Intangible personal property
Intangible personal property is not subject to taxation. Real property and tangible personal property are subject to taxation.

If a condominium owner lives in his condominium and pays all of the following, which of the following would be deductible for federal income tax purposes:
· The cost of repairing the condominium unit;

· Vacancy time

· Any assessments that he pays for the upkeep of recreational facilities;

· Any interest that he pays on a mortgage for his share of the common areas;
Any interest that he pays on a mortgage for his share of the common areas would be deductible for federal income tax purposes

Which of the following title insurance policies provides protection against all possible defects in the condition of a title? 
· California Land Title Association Extended Coverage.

· California Land Title Association Standard Coverage.

· American Land Title Association Extended Coverage.

· No policy protects against all possible losses.
No policy protects against all possible losses.

What is the opposite of "alienation?" 
· Subrogation.

· Hypothecation.

· Subordination.

· Acquisition.
Alienation of Title is the conveyance of title. The opposite is Acquisition of Title (To gain possession of title)

Which of the following deeds contains no expressed or implied warranties? 
· a bargain and sale deed

· a warranty deed

· a grant deed

· a quitclaim deed
A Quitclaim Deed has NO warranties. As opposed to a Grant Deed which has two implied warranties: Number 1: That the Grantor has not already conveyed title to another person; Number 2: That the Estate itself is free from any undisclosed Encumbrances. A Quitclaim Deed Simply conveys the present interest, rights, and title of the Grantor; with no Covenants

The owner of a hardware store who owned real property where it was located, sold the real property and leased it back for a long term. For income tax purposes, the seller may:
· Continue to depriciate the building

· Keep the fee simple title to the property

· Keep a less than freehold estate

· Deduct 100% future rent
In a Sale-Leaseback the Seller becomes a Tenant, thus allowing the Seller to deduct all of his future rent payments as business expenditures. In a Sale-Leaseback arrangement, the Buyer should not be concerned with the Seller’s Book Value.

Jones purchased a brand new piece of income property for $180,000. The listed price was $220,000. Jones considered this a good deal on his part, since he only put $10,000 down and acquired a new first trust deed for the difference. The tax assessed value was indicated at $150,000. Jones' cost basis for income tax purposes would be:
· $150,000

· $190,000

· $220,000

· $180,000
For income tax purposes, the cost basis is the actual purchase price of the property.

All of the following are sufficient to convey an interest in real property, except: 
· Deed.

· Lease;

· Agreement of sale;

· Bill of sale;
Bills of Sale are a written instrument which passes title of personal property, such as furniture purchased as a part of a home sale, from seller to buyer. The are not used for real property.

Title to real property can be acquired by an individual by all of the following methods, except:
· Patent

· Prescription

· Succession

· Escheat
Escheat is a reversion of property to the state in the absence of an individual owner. Usually occurs when a property owner dies intestate (without a will), and without heirs. An individual CANNOT acquire property through Escheat.

Which of the following closing costs would be classified as a recurring cost?
· Escrow fees

· Title insurance premiums

· Recording fees

· Impound account items
Impounds are created for recurring costs such as taxes and insurance.

Jon paid $100,000 cash for a lot and constructed a $500,000 income property on the lot. The construction was financed by paying $100,000 cash and a $400,000 loan at 8% annual interest secured by a lien against the property. How much can Jon depreciate on future income tax returns?
· $400,000

· $100,000

· $350,000

· $500,000
The buyer of a commercial property under a sale/leaseback arrangement would be least concerned with:
· The condition of the building

· The credit rating of the seller

· The location of the property in the general community

· The depreciated book value of the building
In a Sale-Leaseback the Seller becomes a Tenant, thus allowing the Seller to deduct all of his future rent payments as business expenditures. In a Sale-Leaseback arrangement, the Buyer should not be concerned with the Seller’s Book Value.

What item will appear as a debit on the buyer's closing statement?
· Prepaid rents.

· Prepaid property taxed.

· None of the other options are correct

· The purchase price.
The price is always a credit for the seller and a debit for the buyer.

All of the following may be added to the original cost basis of a property to arrive at an adjusted basis for federal income tax purposes, except
· Cost of an improvement

· Brokerage Commission

· Random acquisition expenses

· Mortgage payments
Adjusted Cost Basis: an example of an adjusted cost basis would be the addition of a concrete patio on the personal residence [DO NOT factor in mortgage payments in this calculation.]

The IRS (Internal Revenue Service) would define marginal tax rate as:
· The difference between the present tax rate and the past tax rate

· None of the other options are correct

· The tax rate used for your state income taxes

· The tax rate which is used for the next dollar of taxable income
Marginal Tax Rate is the tax rate that is applied to the next dollar of taxable earned income.

In California, one would look in which of the following documents to find the escrow law:
· The business and professions code

· The Real Estate law

· The civil code

· The California financial code
Escrow involves the deposit of funds and/or instruments by buyer and/or seller with a neutral third party who has agreed to execute the provisions of an agreement or contract. rules of escrow can be found in the financial code.

Which type of policy will cover everything?
· An all-inclusive title policy

· Extended policy

· ALTA policy

· No policy covers all risks
Title insurance policy is a policy that protects a buyer against errors or omissions or defects in the title of the property. No title insurance policy covers all everything.

A bill of sale is used to transfer the ownership of what?
· real property

· fixtures

· appurtenances

· personal property
A written instrument which passes title of personal property, such as furniture purchased as a part of a home sale, from seller to buyer.

Which of the following policies cover improvements on Adjoining land?
· CLTA policy

· Standard policy covering a home

· ALTA policy

· Extended policy
For federal income tax purposes, capital expenditures for improvements:
· Can not be depreciated over the remaining life of improvements

· Are subtracted from the “cost basis” of the property

· Are deducted in full as expenses that year

· Are added to the “Cost Basis” of the property and depreciated
Capital Expenditures made for improvements to property are added to the Cost Basis of the property and then Depreciated.

A deed of reconveyance must be executed by the? 
· Beneficiary

· Trustor

· Court

· Trustee
If the loan is paid in full the Beneficiary will issue a “Request of Reconveyance” and the trustee will issue a Reconveyance deed.

A grant deed has been issued to Eric Ryba that reads, "Eric Ryba, et ux." What does "et ux" mean? 
· And others.

· And, without further encumbrances.

· And without further warranties.

· And wife.
An old term usually found on deeds, tax records and such, it has been supplanted by more modern forms such as tenancy in common and community property that recognize husband and wife as individuals.

A will that has been written entirely in the testator's hand is known as a:
· formal will

· nuncupative will

· living will

· holographic will
A holographic will is a do-it-yourself handwritten will. To be valid this will must be totally in your own handwriting, signed and dated. About 20 states allow holographic wills, but it is best to have a more formal will.

When the owner of a property believes that her property has been over-assessed by the county assessor, she should contact the: 
· County Tax Collector’s Office

· County Board of Supervisors;

· State Controllers Office;

· Assessment Appeals Board;
If a Buyer or any other Property Owner felt that his property has been over-assessed he can make an appeal to the Assessment Appeals Board.

Which of the following statements is incorrect? 
· A will conveys no interest in real estate until after the death of the testator.

· A deed conveys a present interest in real estate.

· A will conveys no interest in real estate until it is probated.

· A deed conveys a future interest in real estate if so specified by the grantee.
The "grantee" is the person buying the property and he has no right to convey anything until the transfer is complete. At that point, he becomes the new owner and thus the "grantor" of any present or future interest he may wish to assign.

Who establishes, "successor's liability?" 
· The Department of Commerce.

· The Franchise Tax Board.

· The real estate commissioner.

· The State Board of Equalization.
Successor's liability refers to unpaid taxes owed by a business owner prior to he or she selling that business to a third party. Unless disclosed and reflected in the selling price, those taxes become the liability of the new owner. That's why it's wise for business buyers to obtain a "clearance receipt" from the Board of Equalization prior to closing.

When an escrow agent hold’s the buyer’s deposit money because of a dispute between buyer and seller, the escrow agent can release the funds in which of the following circumstances:
· Upon receipt of a court ruling

· Upon receipt of an arbitrator’s award

· Upon receipt of written instructions signed by both buyer and seller

· In any of the circumstances listed by the other options
Escrow can release disputed funds on written instructions from all parties or upon court order.

An agreement wherein one party agrees to reimburse the other party for damages suffered in the event of a clearly defined risk, in exchange for payment of monetary consideration, is commonly known as:
· A fidelity bond

· A management agreement

· A lease agreement

· An insurance policy
Insurance is the promise of reimbursement for damages for the promise to pay. With respect to Fire Insurance, the policy should allow the insured to neither gain nor lose in the event of claim.

Which of the following is NOT necessary for acquiring title to a property by adverse possession?
· A claim of right.

· "Open and notorious use."

· Occupying the property for at least five years.

· Residing on the property.
Occupancy and residency are not necessarily the same thing. A "claim of right" or "color of title" means that the occupier must have some evidence, though not a clear title, that he or she has a right to the property.

Which of the following deeds would least likely contain implied covenants by the grantor?
· Gift deed

· Grant deed

· Warranty deed

· Quitclaim deed
A Quitclaim Deed is a deed operating as a release; intended to pass any title, interest, or claim which the grantor may have in the property, but not containing any warranty of a valid interest or title in the grantor.

To alienate title to property, one:
· Records a homestead

· Clouds the title

· Encumbers the title

· Conveys title
Alienation of Title is the conveyance of title. The opposite is Acquisition of Title (To gain possession of title)

Marjorie Post died intestate, leaving a large estate and no heirs. What is the most likely disposition of her property? 
· It will be held in escrow until a will is located.

· It will be sold for any back taxes, with the remainder going to the state.

· It will be sold, all taxes and debts settled, with the remainder going into trust for possible heirs.

· It will "escheat" to the state if no claims are made by possible heirs within five years.
"Escheat" means to revert, which is what will happen if no heirs come forward and establish a valid claim within the 5 year period.

In which of the following situations could the owner deduct the loss of the property from his/her tax returns?
· A house that is up to building code

· A condominium in which an owner has lived under 2 years

· a personal residence in which the owner is over 55

· an income property an owner has had for 7 years
If the owner of an Income property sold the building for less than what he originally paid, he could deduct the loss from other income on his tax return.

For federal income tax purposes, the basis of real property acquired by a purchaser is the property’s:
· Fair market value

· Basis to the seller plus the seller’s profit

· Market value minus any outstanding loan balance

· Cost
Unadjusted Cost Basis is the Original price of an asset, used in determining capital gains. It usually is the purchase price.

A riparian owner owns land which borders on:
· The ocean

· A lake

· Any body of water

· A stream
Riparian Rights are water rights in regard to a moving body of water like a river or a stream. Littoral rights are in regards to body of waters that stand still such as a lake.

One who is authorized to perform certain acts for another under a power of attorney would be a:
· Attorney at law

· Attorney at will

· None of the other options are correct

· Attorney in fact
A type of agency relationship where one person holds a POWER OF ATTORNEY allowing him to execute legal documents on behalf of another. Decisions made by the attorney in fact are binding on the principal.

Tom and Trudy Thompson are both 83 years old and have an annual income of $18,000.They own their home free and clear and want to defer paying property taxes on the property. To receive claim forms and additional information about this program, they should contact:
· The county assessor; 

· The Department of Housing; 

· The Department of Real Estate; 

· The state controller’s office.
The State Controller is the Chief Financial Officer of California, the eighth largest economy in the world. He helps administer $300 billion in state pension funds and serves on 76 state boards and commissions. These are charged with duties ranging from protecting our coastline to helping build hospitals. The Controller is the state’s independent fiscal watchdog, providing sound fiscal control over more than $100 billion in receipts and disbursements of public funds a year, offering fiscal guidance to local governments and uncovering fraud and abuse of taxpayer dollars.

Tom and Trudy Thompson are both 83 years old and have an annual income of $18,000.They own their home free and clear and want to defer paying property taxes on the property. To receive claim forms and additional information about this program, they should contact:
· The county assessor; 

· The Department of Housing; 

· The Department of Real Estate; 

· The state controller’s office.
The State Controller is the Chief Financial Officer of California, the eighth largest economy in the world. He helps administer $300 billion in state pension funds and serves on 76 state boards and commissions. These are charged with duties ranging from protecting our coastline to helping build hospitals. The Controller is the state’s independent fiscal watchdog, providing sound fiscal control over more than $100 billion in receipts and disbursements of public funds a year, offering fiscal guidance to local governments and uncovering fraud and abuse of taxpayer dollars.

In which of the following situations would an IRS Section 1031 exchange not be allowed?
· One property is in California the other is Florida

· One of the properties is a leasehold over 20 years

· The exchange properties are both vacant land

· The properties are not of like kind
Tax Deferred Exchange, often referred to as a 1031 Exchange, this type of exchange allows a deferment of taxes, but the properties exchanged must be of like in kind

A person signing under a power of attorney, for the contract or agreement to be enforceable, should sign: 
· The principal's name only to the agreement.

· Their name only to the agreement.

· All of the other options are correct

· Their name and the principal's name to the agreement.
The principal's name would be written in and accompanied by the signature of the attorney in fact.

For homestead to be effective, when must a homeowner assert those rights? 
· Before any bankruptcy proceedings begin.

· Before any lawsuits are filed by creditors.

· Before any court judgments are rendered.

· Before any court judgments are recorded.
In bankruptcy proceedings, a judgment is first "rendered" before it is "recorded" and made final. Homestead rights may be asserted up to that last moment.

Which of the following would alienate title to property:
· Clouding the title

· Recording a homestead

· Securing an ALTA policy of title insurance

· Conveying title
Conveying the title will alienate the title to property.

Which of the following is a protection granted lenders with ALTA title insurance?
· Easements created during the term of the loan.

· Loss due to unrecorded easements.

· Loss due to unrecorded mechanic's liens.

· All of the other options are correct
There are two basic kinds of title insurance: CLTA (California Land Title Association) and the more comprehensive ALTA (American Land Title Association). However, even though ALTA offers additional protections such as unrecorded mechanic's liens, individual policies often include a number of specific deletions.

When real estate is sold, property taxes are set at:
· 1 to 1.5 % of full cash value plus an amount for the existing bond indebtedness.

· 100% of the tax assessor's appraised value.

· 1% of the tax assessor's appraised value.

· 1% of full cash value plus an amount for the existing bond debt.
Residential property is reassessed every time a property is sold. Assessment is equal to 1% of full cash value plus any existing bond indebtedness.

Which of the following would be used to clear a defect from the title records? 
· a lis pendens

· an estoppel certificate

· a writ of attachment

· a suit to quiet title
A owner might bring a "quiet title" action to correct a minor mistake in the property description or to remove an easement that's been unused for years. Additionally, they are used when a third party tries to asset some right to the property through a dubious claim. The suit "quiets the mouth" of that person and establishes a clear title.

Thomas purchased a single family residence and after moving into the dwelling, discovered that the roof eaves of his home came within 2 feet of his neighbor's property line. If the city zoning and building restriction required at least a 5 foot distance: 
· He could not make an appeal for a variance to the local governing body.

· He could force the neighbor to adjust the property line.

· The restriction cannot be enforced.

· He would not be insured for any loss under a standard form policy of title insurance.
Thomas has problems but they will not be solved with the title insurance policy since the standard form only covers those matters of record.

Mike owns a 20-unit apartment building. He reports his income on a cash basis, therefore, he can deduct all of the following for tax purposes, except
· The cost of painting three units.

· Interest payments on the third trust deed

· Depreciation of improvements

· Loss of income due to vacancies
Vacancy Losses are not deductible on an income property. Example: The owner of an apartment building could NOT deduct a loss of rental income on his tax return because of the vacancy of three units

The two requirements which governmental units must observe in the exercise of the power of eminent domain are:
· The proposed use must be practical, and just compensation must be paid to the owner

· The inconvenience to the owner must not be greater than the benefit to the public, and the government must justify the taking

· The proposed use must be both practical and public

· The proposed use must be public, and just compensation must be paid to the owner
Eminent Domain is when the property is taken by the government because it is necessary for necessary public use. The owner of the private property taken receives just compensation through a process called Condemnation. Eminent Domain is usually NOT held by individuals,

When a judgment is duly recorded, subsequent buyers and innocent purchasers who are ignorant of the recording have received:
· Actual notice

· Legal Notice

· Passive Notice

· Constructive notice
Constructive Notice attaches once a document is recorded. Once recorded, subsequent buyers will be deemed to have received “Constructive Notice” regarding the document and its effect on the property in question. This could also be taken by taken possession. Actual Notice is when an individual has first-hand knowledge of something. [For example, if a buyer has knowledge that someone has taken possession of the property that is for sale.]

Real property in California is assessed at:
· 25% of the taxable values;

· 10% of the taxable values; 

· 1% of the taxable values;

· 100% of the taxable values.
Real property in California is assessed at 100% of the taxable values

In the sale of real property which is part of a deceased person estate, which of the following would normally determine the amount of commission to be paid to the broker:
· The California real estate commission

· The administrator or executor of the state

· The board of directors of the local MLS

· Court order
Probate Sale is a sale of a home that occurs when a homeowner dies and the property is to be divided among inheritors or sold to pay debts. The broker’s commission is set by the Court in a probate sale.

When a title company issues a California standard policy of title insurance, the policyholder is insured against loss which occurs because of:
· The rights of the parties in possession

· A defect in the chain of title, already known by the insured prior to the issuance of the policy

· Unrecorded liens and encumbrances which are not disclosed by the public records

· Forgery in the chain of recorded title
Standard policy of title insurance protects against forgery and improper delivery, however it does not include a survey or on-site inspection.

Which of the following would be an example of a progressive tax: 
· An excise tax;

· A sales tax; 

· All of the other options are correct

· An income tax;
A progressive tax is a tax structure where people who earn more are charged a higher percentage of their income

The tax assessment roll, showing the assessed value of property in an area, would be used to: 
· Establish the tax rate.

· Equalize the taxes paid by the owners in that area.

· Determine the proportionate share paid by each property owner.

· Establish the tax base for the community.
The assessment roll would produce a total assessed value, which could then be divided by the anticipated cost of government to determine the tax rate. The total value becomes the tax base for the community.

Which of the following would be least satisfactory in providing a legal description for a parcel of real property:
· Deeds

· Preliminary title reports

· Escrow instructions

· Bill for real property taxes
The party that is usually required to report the sale of a single family residence to the Internal Revenue Service is the: 
· Buyer

· Broker

· Seller

· Escrow
The person required to report the sale of a single family residence is the RESPA settlement agent (escrow) or the party who prepares the closing statement, usually the escrow holder. The form to be used is IRS form 1099-S, statement for recipients of proceeds from real estate transactions.

According to income tax laws, which of the following is true about depreciation of land?
· Land has a residual value but improvements do not

· The ACRS method of depreciation can be used when depreciating land

· Land is considered to be %25 of the total value depreciated

· land is not depreciated
An Income Property Owner is allowed to take Depreciation Deductions on his property, but in order to qualify for this type of Deduction, he must have made some kind of improvement or improvements to the property in question. [The Depreciation Deduction is based on the cost of the improvements that were made. The LAND does not depreciate]

Which of the following items is often short-rated?
· Maintenance charges on an apartment building.

· Taxes on a single-family residence.

· An interest rate.

· Premiums on an insurance policy.
When a casualty insurance policy is canceled prior to expiration, the insurance company normally assigns a short-rate factor to the refund.

The cost basis of a single family residence can be adjusted for which of the following? 
· Interest paid on a loan

· Fire insurance premiums

· Depreciation

· Room or patio addition
An example of an adjusted cost basis would be the addition of a patio on the personal residence [DO NOT factor in mortgage payments in this calculation.]

When the owner of an apartment house makes capital improvements to the property that prolong its life, such expenditures:
· Offset up to $1,000 of ordinary income per year;

· Are deductible as current operating expenses; 

· Are not deductible at any time;

· Are added to the cost basis of the property.
Capital Expenditures made for improvements to property are added to the Cost Basis of the property and then Depreciated.

An acknowledgment may be taken by a notary public who is:
· The grantee in a deed which is being acknowledged

· The mortgagee in a mortgage being acknowledged

· The grantor in a deed being acknowledged

· An employee of a corporation who has executed an instrument being acknowledged, if he is not personally interested
Acknowledgement is done by a notary. A notary is a public figure authorized to attest to the signing of documents, such as deeds or mortgages. The notary public certifies that he or she has witnessed the signing of the document by also signing the document and affixing his or her official seal (simply said, they are who they says they are). The Acknowledgment may be taken by a Notary Public who is an employee of the Grantors corporation, but only if the Notary Public has NO interest in the transaction.

Alissa died intestate, leaving a large estate and no heirs. What is the most likely disposition of her property? 
· It will be sold for any back taxes, with the remainder going to the state.

· It will be sold, all taxes and debts settled, with the remainder going into trust for possible heirs.

· It will be held in escrow until a will is located.

· It will "escheat" to the state if no claims are made by possible heirs 
"Escheat" means to revert, which is what will happen if no heirs come forward and establish a valid claim within the 5 year period.

Accretion would result in the acquisition of title to real land by which of the following:
· An adverse possessor

· The county government following a condemnation action

· A person dieing intestate

· An owner who acquired land by natural causes
Accretion is an addition to land from natural causes (for example, from the gradual action of the ocean or river waters).

An ALTA policy of title insurance goes beyond the protection afforded by a CLTA policy in guarding against:
· An error in the sequence of recording trust deed loans

· A deed of reconveyance issued by a minor

· Existing liens and encumbrances as disclosed by the public records

· The location of property lines according to formal survey
American Land Title Association title insurance policy; It is the most comprehensive form as it includes a survey.

Title to personal property is transferred by: 
· Security

· Chattel mortgage

· Notice of bulk transfer

· Bill of sale
Bill of Sale are for Personal Property, NOT Real Property.

Which of the following is not an essential to a valid deed?
· Grantor is legally competent

· It must be in writing

· A granting clause

· It must be acknowledged
Deeds provide evidence of the transfer of title of real property from a grantor to a grantee. Deed requires the grantor must be legally competent, it must be delivered and accepted and contain a granting or action clause. A deed does NOT need to be acknowledged to be valid.

In the sale of real property which is party of a deceased person, which of the following would normally determine the amount of commission to be paid to the broker:
· The California real estate commission

· The administrator or executor of the state

· The board of directors of the local MLS

· Court order
Probate Sale is a sale of a home that occurs when a homeowner dies and the property is to be divided among inheritors or sold to pay debts. The broker’s commission is set by the Court in a probate sale.

Which of the following rights of ownership in real property do individuals normally not have:
· Severance rights

· Riparian rights

· Reliction rights

· Eminent domain rights
Eminent Domain is when the property is taken by the government because it is necessary for necessary public use. The owner of the private property taken receives just compensation through a process called Condemnation. Eminent Domain is usually NOT held by individuals,

Which of the following statements is most correct:
· The property is automatically deeded to the state if the property is not redeemed within the first three years.

· Property is deeded to the state on July 1, if the property taxes for the prior year were not paid;

· The delinquent property tax payer must make monthly payments to the state during the statutory redemption period;

· The real effect of a “sale to the state” by the tax collector is to start the redemption period running, but the delinquent owner remains in possession for five years;
If the Property Taxes delinquent, the Property is “Sold to the State By Operation of Law”. Once sold, the Owner remains in undisturbed possession for a period of five (5) years. During those five (5) years, the Owner is capable of redeeming the Property by paying all back taxes plus any interest and/or penalties that are owed. [This five (5) year redemption period starts running on June 30th.]

In claiming depreciation for income tax purposes, any capital improvements made to residential income property after 1986 would use:
· The ACRS depreciation rules.

· Any declining balance method;

· The same type of depreciation as was used on the original property;

· An estimated life of 27-1/2 years;
Depreciation is an accounting deduction that the IRS allows you to take for the overall wear and tear on your building. The idea behind this deduction is that, over time, your building will deteriorate and need upgrading, rebuilding, and so on. The IRS tables now say that for residential property, you can depreciate over 27-1/2 years, and for nonresidential property, 39 years. Only the portion of a property's value that is attributable to the building(s) — and not the land — can be depreciated.

When auctioning real property, the auctioneer is essentially offering the property on behalf of: 
· The buyer;

· The company employing the auctioneer;

· Both the seller and the buyer.

· The seller; 
Only the seller may, at its discretion, exceed closing beyond 30 calendar days. Closing costs including, without limitation, transfer taxes, documentary stamps, recording fees, and escrow fees will be paid by the Buyer and Seller in accordance with the customs of the county in which the property is located, unless stated otherwise in the individual Terms and Conditions of Sale.

Which of the following IS an additional requirement for adverse possession? 
· Paying taxes on the property.

· "Exclusive and hostile" occupation.

· None of the other options are correct

· Paying taxes on the property & "Exclusive and hostile" occupation.
The occupier must pay taxes on the property during the entire term of his or her occupancy. In addition, the occupation must be exclusive with no other party attempting to gain possession and of such conspicuousness as to serve reasonable notice on the rightful owner of the intent to gain possession.

When an owner sues the government to get them to take his property this is known as: 
· condemnation

· Escheat

· Petition

· Inverse condemnation
Inverse condemnation is a term used in the law to describe a situation in which the government takes private property but fails to pay the just compensation required by the Constitution. In order to be compensated, the owner must then sue the government. In such cases the owner is the plaintiff and that is why the action is called inverse – the order of parties is reversed, as compared to direct condemnation where the government is the plaintiff who sues a defendant-owner to take his property.

Under probate proceedings, once a notice to creditors is published, how long do they have to file their claims?
· 1 month

· 2 months

· 3 months

· 4 months
Under probate proceedings, once a notice to creditors is published, they have 4 months in which to file their claims.

A standard title insurance policy insures against:
· An easement by prescription

· Losses sustained by improved property only

· Claims of persons in possession of the property

· A recorded deed in the chain of title that was not properly delivered
Standard policy of title insurance protects against forgery and improper delivery, however it does not include a survey or on-site inspection.

A recorded legal document that gives constructive notice that an action affecting a certain property has been filed in court is called: 
· a habendum clause.

· a general warranty deed.

· an estoppel certificate.

· a lis pendens.
Lis pendens is Latin for "litigation pending," which will help you to remember that while a lis pendens isn't a lien, it is notice that litigation (a possible lien) is pending. The other terms listed deal with deeds (habendum clause and general warranty deed), or mortgages (estoppel certificate).

The purchaser of a sale-leaseback transaction would be least concerned with: 
· General credit of the lessee

· Condition of the improvements;

· Location of the property;

· Depreciated book value of the building;
In a Sale-Leaseback the Seller becomes a Tenant, thus allowing the Seller to deduct all of his future rent payments as business expenditures. In a Sale-Leaseback arrangement, the Buyer should not be concerned with the Seller’s Book Value

The seller conveyed a quitclaim deed to the buyer. Upon receipt of the deed, the buyer may be certain that: 
· The buyer now owns the property subject to certain claims of the seller.

· There are no encumbrances against the property.

· The seller owned the property.

· All of the seller's interests in the property belong to the buyer.
It's important to remember that quit claim deeds have no guarantees beyond the signer's declaration that he or she is giving up all claims to the title. Accordingly, they are generally used to clear up minor issues and almost never as the primary form of transferring ownership.

Which of the following would cause a grant deed to be invalid at its inception;
· It was dated on a legal holiday

· Legal incompetance of the grantee

· It was not acknowledged

· Legal incompetance of the grantor
Deeds provide evidence of the transfer of title of real property from a grantor to a grantee. Deed Requires The Grantor must be Legally Competent, it must be Delivered and accepted and Contain a Granting or Action Clause. A deed does NOT need to be Acknowledged to be valid

Private restrictions on land can be created:
· Only by deed;

· By deed, written agreement, or zoning ordinances;

· By deed or zoning ordinances.

· By deed or by written agreement;
Private Restrictions are restrictions set forth by the Grantor or Developer in some form of written agreement, usually a Deed. When Private Restrictions take the form of Conditions in written agreements, any breach of such Conditions can result in more severe penalties then if they were in the form of a covenant. Often in results in a loss of title, such as in fees simple defeasible estate.

Title to real property is conveyed by deed when: 
· signed by the grantor.

· recorded by the grantee.

· signed by the grantee and delivered to the grantor

· delivered to and accepted by the grantee.
Conveying title is different than recording and must be both signed and delivered by the grantor to the grantee and accepted and signed by the grantee.

Involuntary methods of conveying property include all of the following EXCEPT: 
· escheat.

· condemnation.

· adverse possession.

· quit claim.
A quit claim action is always voluntary and is usually used to clear up minor title issues.

Mrs. Johnson owned an income property with an adjusted cost basis of $150,000 and a fair market value of $200,000. She exchanged the property for another income property which had a fair market value of $210,000. Both properties had no loans against them and no adjustments were made for the differences in value. For federal income tax purposes, the new property will have a basis for Mrs. Johnson of: 
· $210,000

· $200,000

· $100,000

· $150,000
Cost Basis of Exchanged Property: Absent any Boot being given or received, the Cost Basis of the old property being will be the same as Cost Basis of the new property being acquired.

Which of the following is not subject to taxation?
· Income

· a Boat

· a House

· Patents and trademarks
Intangible Personal Property is not subject to taxation. Real Property and Tangible Personal Property are subject to taxation.

A deed:
· When recorded, gives actual notice of its contents

· If recorded, will not give the grantee the usual protection of recording laws if it is a quitclaim deed

· Can only be recorded in one county

· Does not have to be recorded to transfer title
It is not necessary to record a deed for it to effectively transfer title. Grant Deeds are considered officially executed when signed by the Grantor.

An apartment house was purchased for $180,000. At the time of purchase, it had a fair market value of $200,000, and an assessed value of $140,000. The basis of the property for federal income tax purposes would be: 
· $160,000

· $200,000

· $220,000

· $180,000
Basis is the value placed upon property for purposes of capital gains and depreciation. The basis upon purchase of real property for investment purposes is generally the cost referred to as the original cost basis.

Real property is “sold to the state by operation of law” immediately after real property taxes become delinquent. The owner-occupant:
· Must vacate the property

· Must pay rent to the state

· Is free of liability for taxes levied during this period

· Remains in undisturbed possession
If the Property Taxes delinquent, the Property is “Sold to the State by Operation of Law”. Once sold, the Owner remains in undisturbed possession for a period of five (5) years. During those five (5) years, the Owner is capable of redeeming the Property by paying all back taxes plus any interest and/or penalties that are owed. [This five (5) year redemption period starts running on June 30th.]

The property taxes on residential real property are determined annually by the:
· County Treasurer.

· State Board of Equalization;

· Board of Supervisors;

· County Assessor
A County Assessor is one who sets value of property for taxation purposes.

The party who is required to report the sale of a single family residence to the Internal Revenue Service is usually the:
· Seller

· Broker

· Buyer

· Escrow
IRS Form 1099-S is used to report the sale of a single family residence. RESPA requires the preparer of the closing statement to report the sale to the IRS. The closing statement is usually prepared by escrow.

Under federal income tax law, the “basis” of real property is the property’s:
· Assessed value prior to sale

· Purchase price minus any existing assumed loans

· Fair market value

· Cost
Basis, cost, cost basis, and purchase price can all be defined as what was paid for the property.

Escrow instructions can be executed by:
· Third Parties

· Sellers

· Buyers

· All of the other options are correct
Escrow instructions are executed by buyer, seller and third parties.

Ralph sold his house to Oscar, who did not record the deed, but took residency there. Ralph then sold the same property Larry, who reviewed the county recorder’s records, but did not examine the property. Ralph gave Larry a deed, which Larry recorded. Which of the following would be true concerning title to the property?
· Larry has recourse against Oscar for failure to record

· Larry now owns the property, because he recorded his deed first

· Larry and Oscar are co-owners of the property

· Oscar maintains title
First to possess or record gets the property.

A quitclaim deed to a parcel of real property conveys only the present interest, right and title of the:
· Grantee

· Occupant

· Property owner

· Grantor
The "grantor" is the one conveying the property, so he or she signs the deed. An easy way to remember is that when a title ends with an “or” it is the giver, or the givOR if that helps you remember. A title that ends with “ee” such as a “grantee” is the receiver because they recEEve the item.

Recorded title to a parcel of real property was vested in Jill Martinez, a single woman. After her marriage to Josh Cohen, she executed a deed to the property only in the name of Jill Martinez, a married woman. The discrepancy in the grantor’s name:
· Immaterial as long as the property is adequately described

· A defect which could cause separate property of both spouses to become joint tenancy property

· Cured after the deed is on freehold for one year

· A defect which may cause a cloud on the title
A Cloud on Title means that there is something affecting the title that may prevent its transfer. [For example, if a single woman gets married and she purchased real property prior to marriage, and executed the grant deed in her married name, a discrepancy would arise regarding the grantor’s name, and this might constitute enough of a defect to result in a Cloud on the Title.]

When a company furnishes materials for the construction of a house and is subsequently not paid, it may file a(n): 
· lis pendens.

· estoppel certificate.

· deficiency judgment.

· mechanic's lien.
A mechanic's lien is the first, and usually most cost-effective, step for a person providing labor and/or materials to a homeowner to recover monies owed--in large part because of the pressure it puts on the homeowner to settle quickly and without costly court involvement.

On December 29, 1987 Rambo offered to buy Alicia’s home. The offer was accepted and escrow opened. Alicia had purchased the home in 1984 using an FHA loan to finance it, which she was still making payments on. A preliminary title report dated December 29, 1987 will:
· Show title vested in Rambo

· Bind the title company for insurance in an amount equal to the purchase price;

· Include exactly the same information as a future standard policy of title insurance issued on the close of escrow

· Show the particulars of a deed of trust with Alicia as Trustor;
Preliminary Title Report should show the seller is the trustor of the property and should show if there are mechanics liens that need to be removed. For example if the former owner did not pay the painter the new owner would request that they be paid before transferring title, they would be requesting that the mechanics lien be removed on the property

Robert often refers to tax shelters when discussing properties. Robert is primarily referring to:
· Interest income

· Mortgage relief

· Real property taxes

· Income taxes
Tax Shelters pertain to Income Taxes. It is a general term used to include any property or other investment which gives the owner certain income tax advantages, such as deductions for property taxes, mortgage interest or depreciation.

The list of previous owners of conveyance from whom the present real estate owner derives his or her title is known as the: 
· certificate of title.

· title insurance policy.

· abstract of title.

· chain of title.
The "chain" links together the successive owners of a property from the most recent to the original recorded title holder. In addition, it notes other relevant information such as mortgages, judgments, liens, death of title holders, inheritors and so forth.

How is a condition different from a covenant? 
· A condition describes the state of a property while conveyance describes how it may be used.

· They are the same thing.

· Only a covenant is requirement for the sale of a property and conveyance of ownership.

· Only a condition is requirement for the sale of a property and conveyance of ownership.
Conditions define the set of circumstances and possible future events under which title to a property is transferred from one owner to another. For example, "I will sell you my watch for $100 if you pay me $10 on the first of every month for 10 months. However, if you fail to pay me by the 15th of any month, I have the right to take back my watch and keep any money you've paid me." Covenants are agreements about how a property will be used, for example a promise to build a house in a particular architectural style of a minimum square footage.

A deed to convey property would be SIGNED by: 
· a notary public only.

· the grantee.

· any authorized public officer.

· the grantor.
The "grantor" is the one conveying the property, so he or she signs the deed. An easy way to remember is that when a title ends with an “or” it is the giver, or the givOR if that helps you remember. A title that ends with “ee” such as a “grantee” is the receiver because they recEEve the item.

Most buyers of real property select which of the following types of policies of title insurance?
· An ALTA policy

· A certificate of title

· A leasehold policy to protect against the rights of tenants

· A standard policy
Most buyers will select what is standard

In order to avoid successors liability in the buying of a business which of the following should be filed?
· Security agreement

· Bill of Sale

· Doctrine of Estoppels

· Certificate of clearance
The buyer or lessee of an existing business might have “successor’s liability” to the Board of Equalization for an unpaid sales tax. The problem might be avoided by obtaining a certificate of clearance.

If a condominium owner lives in his condo and pays all of the following, which of the following would be deductible for federal tax purposes?
· The depreciation of the land

· None of the other options are correct

· The cost of repairing the condo unit

· Any interest that he pays on a mortgage for his share of the common areas
Allowable deductions for personal residence include Interest, taxes, and some uninsured casualty losses. If the owner of a condominium pays interest on a mortgage for his share of common areas, he can deduct that interest on his income tax return

Although a title insurance policy does cover the risk of loss for many reasons, which of the following risks is not covered in a title insurance policy?
· A document in the series of records is forged

· An unpaid city tax not shown in the policy

· Failure of husband or wife to sign the deed

· A zoning ordinance, regulation or plan
No policy will cover everything, an example of this would be zoning.

A lis pendens:
· Can only be removed from the public records by a court order

· Can be recorded no matter what the type of lawsuit is

· Only affects title to real property if the owner is not a party to the lawsuit

· May affect title to real property based on the results of the lawsuit
Lis pendens is a legal document giving notice that an action or proceeding is pending in the courts which affects the title to the designated property.

When a dam broke, the flow of water cut away a strip of land from the riverbank. This would be known as:
· Accretion

· Alluvion

· Reversion

· Avulsion
Avulsion is a rapid and forceful washing away of land by water. [For example, if a dam breaks and the rushing water washed away a strip of land, this would constitute a Loss of Title by Avulsion.]

Sam owned a triplex valued at $160,000 with an adjusted basis of $70,000. King owned a duplex valued at $155,000. Both properties were owned free and clear. They exchanged their properties, with King giving Sam $5,000 in cash. For federal income tax purposes:
· Neither has a taxable gain

· King has a taxable gain

· Both will be taxed on the difference between the value and the basis

· Sam has a recognized gain
Boot refers to cash, or other dissimilar property that is utilized to balance out the equities of the properties being exchanged. [Receipt of boot may result in a recognized gain.]

When a trust deed is sold, the parties often use an escrow in order to:
· To hold the deposit receipts

· Make sure the money is transferred

· Obey the civil code

· To ensure that the terms of the transaction are met
The item that would appear on the debit side of a buyers closing statement would be:
· Unpaid real property taxes

· Interest owed on trust deeds

· Prepaid rents

· Purchase price
Debit is money you owe when escrow is closed, an example of debit for the buyer would be the purchase price

The key factor in a developer's decision in choosing the best site to build a new shopping center in a suburban area would be: 
· traffic count.

· topography.

· population.

· purchasing power.
Population and high traffic count are helpful, but it is import- ant that the residents in the area have good purchasing power.

The property taxes on residential real property are determined annually by the:
· County Treasurer.

· State Board of Equalization;

· Board of Supervisors;

· County Assessor;
The County Assessor sets value of property for taxation purposes

For income tax purposes, on which of the following could depreciation be taken: 
· Owner occupied farmhouse.

· Owner occupied residential property.

· All of the other options are correct

· Peach orchards.
Fruit and nut trees can be depreciated as property held for the production of income, trade, or business. Owner occupied property and raw land, cannot be depreciated.

What is the main duty of a county assessor?
· Determine the percentage of assessed value that property owners will pay in taxes.

· Determine the tax rate that will be assessed property owners.

· Assign parcel numbers to new developments for the purposes of assessing and recording property taxes.

· Determine the amount of tax to be paid by property owners.
The assessor calculates the amount of taxes owed but does not determine the manner in which they're assessed. The current levy system is based on an assessment of 1% of the cash value of the home at time of last sale. Reassessments may occur if the homeowner makes structural additions. In addition, other local taxes may be added and the rate may increase by up to 2% per year.

When a corporation is seeking to be treated as a “Subchapter S” corporation under the Federal Tax Code: 
· It can hold title to real property; 

· It need not be a corporation;

· Its profits are tax-exempt;

· Its stockholders treat earnings and losses as personal income.
Much like a "C" corporation in that it is also its own legal entity, protects its shareholders from legal liability, and requires a certain amount of yearly maintenance. However, an "S" corporation allows shareholders to claim their share of the corporation's income directly on their personal tax return, avoiding a double tax situation. However, an "S" corporation is generally limited in the amount of shareholders.

Larry owned an income property with an adjusted cost basis of $150,000 and a fair market value of $200,000. He exchanged the property for another income property, which has a fair market value of $210,000. Both parties had no loans against them and no adjustment was made for the difference in value. For federal income tax purposes, the new property will have a basis for Larry of:
· $100,000

· $200,000

· $210,000

· $150,000
In a tax deferred exchange transaction, the cost basis of the property transferred becomes the cost basis of the property which is acquired or received.

If a person buys property in a California land project and then changes his mind, he can obtain a refund of his money without a specific reason within how long
· 3 days

· 5 days

· 7 days

· 14 days
A Buyer in a Land Project has fourteen (14) days to rescind his purchase.

Of the following statements, which one best describes the term, "complete" escrow? 
· All services of the escrow company have been used in preparation for the closing.

· The closing process has been successfully completed.

· All costs of home ownership, including principal, interest, taxes and insurance are to be paid by the escrow company.

· The full set of closing documents have been properly completed and are ready for final signatures.
The word "escrow" means holding in trust... and is often used to describe two very different parts of the real estate purchase and ownership process. "Complete escrow" refers only to closing. However, the single word "escrow" can mean documents and funding preparations are still underway for closing ("the house is in escrow"), or the process of collecting and disbursing funds for insurance and taxes. In the first case, the tasks are generally performed by a real estate licensee and an escrow company; in the second by a department within the lending firm or institution.


Which of the following is a means of transferring title from one party to another? 
· an abstract of title

· title insurance

· a title search

· a deed
Deeds are the written form by which land is transferred from one owner to another. In order to be legal, they must be executed, delivered by the current owner and accepted by the new owner.

In a tax-free exchange, the properties are valued at:
· Acquisition cost less depreciation.

· Market value less deprecation;

· Book value;

· Fair market value;
Also known as a "Like kind Exchange". Under Internal Revenue Code 1031, certain real estate INVESTMENT properties may be sold and the seller can avoid paying taxes on any gain if a new similar property is purchased. This "exchange" must conducted under very specific guidelines.

On the seller's closing escrow statement, which of the following is usually a credit to the seller;
· the pay-off an existing loan;

· the payment of a commission to the listing broker

· the proration of prepaid rent received from tenants

· the proration of prepaid taxes
A Credit is money that is owed to you an example of a credit for the seller would be prepaid taxes.

On the seller's closing escrow statement, which of the following is usually a credit to the seller;
· the pay-off an existing loan;

· the payment of a commission to the listing broker

· the proration of prepaid rent received from tenants

· the proration of prepaid taxes
A Credit is money that is owed to you an example of a credit for the seller would be prepaid taxes.

What is the main responsibility of a county tax assessor? 
· Establish the tax rate.

· Adjust the tax rate.

· Estimate total tax revenue for the county.

· Estimate the value of properties for tax purposes.
In many states, the tax assessor must make a number of sometimes subjective judgments about properties to establish value for tax purposes, including "curb appeal." In California, it's more cut and dried, with a maximum increase of 2% a year, except for structural modifications which will trigger a re-assessment.

The title to real estate passes when a valid deed is:
· signed and recorded.

· filed and microfilmed.

· executed and mailed.

· delivered and accepted.
Fundamentally, real estate transactions only involve two parties--the buyer and the seller. All that's necessary to create a legal sale is for one party to make an offer the other accepts. Recording, escrow, real estate licensees, mortgage companies and the like facilitate and support the transaction process but are not requirements of a legal sale.

When the preliminary title report reveals the existence of an easement on the property, it indicates that the easement is a(n): 
· tenement.

· encroachment.

· lien.

· encumbrance.
Anything that limits a person's use of a property is an encumbrance. Easements limit use in that they generally prohibit any kind of permanent structure on the area in question. For example, if a homeowner wanted to build a swimming pool in an area of his back yard and the local sewer company had an easement for pipes running under that area, he would have to find another location for his pool, even if it was not as desirable.

When auctioning off real property, the auctioneer is always required to accept a bid only if: 
· The bid is within 15% of the announced minimum bid.

· The sale is as a result of judicial foreclosure;

· The sale is being made under the force of law;

· The auction is being conducted without reserve;
One who is authorized to perform certain acts for another under a power of attorney would e a:
· Attorney at law

· Attorney at will

· None of the other options are correct

· Attorney in fact
A type of agency relationship where one person holds a POWER OF ATTORNEY allowing him to execute legal documents on behalf of another. Decisions made by the attorney in fact are binding on the principal.

In a tax-free exchange, the properties are valued at:
· Acquisition cost less depreciation.

· Market value less deprecation;

· Book value;

· Fair market value;
Section 1031 of the Internal Revenue Code provides that no gain or loss shall be recognized on the exchange of property held for productive use in a trade or business, or for investment. A tax-deferred exchange is a method by which a property owner trades one or more relinquished properties for one or more replacement properties of "like-kind", while deferring the payment of federal income taxes and some state taxes on the transaction.

How many years is an attachment lien good for: 
· 1 year

· 2 years

· 4 years

· 3 years
An attachment lien is good for three years and may be renewed.

A grant deed is deemed by law to be executed at the time it is:
· Delivered to the grantee

· Recorded

· Delivered to escrow

· Signed by the grantor
A Grant Deed is a deed that includes a warranty that the seller (grantor) has the unencumbered right to transfer ownership to the buyer (grantee). For a Grant Deeds it is not necessary to record a deed for it to effectively transfer title. Grant Deeds are considered officially executed when signed by the Grantor.

Which of the following would alienate title to property: 
· Clouding the title

· Recording a homestead.

· Securing an ALTA policy of title insurance

· Conveying title.
Conveying the title will alienate the title to property.

As one of the qualifications for a depreciation deduction for income tax purposes, the real property must be:
· Unencumbered

· Personal residence

· Encumbered

· Improved
An Income Property owner is allowed to take depreciation deductions on his property, but in order to qualify for this type of Deduction, he must have made some kind of improvement or improvements to the property in question. [The Depreciation Deduction is based on the cost of the improvements that were made. The LAND does not depreciate]

Which of the following would be an example of “boot,” for income tax purposes: 
· A decrease in real estate property taxes;

· An increase in deductible depreciation.

· A decrease in basis;

· Debt relief from a mortgage in the exchange;
Boot refers to cash, or other dissimilar property that is utilized to balance out the equities of the properties being exchanged. [Receipt of Boot may result in a Recognized Gain.]

Which is true about restrictive covenants? 
· They are placed by government agencies in the public record.

· They are voidable by successive owners.

· They are placed by government agencies in a deed.

· They are placed by private parties in a deed.
Restrictive covenants are most commonly associated with subdivisions and community management associations and are intended to maintain consistency within the neighborhood. While viewed as a benefit by most, they do limit the owner's use of the property and are binding on future owners. They are usually put on by the grantor or the develepor.

Mr.Rackman, who owns an apartment and no other real property, sustained a $30,000 operational loss for the last tax year. For income tax purposes, he may:
· Deduct one-half the loss from his income

· Deduct the full amount from his ordinary income

· Deduct $5,000 per year on his tax returns for 5 years

· Use the loss to offset any capital gain
If the owner of an apartment building suffered an operational loss, the loss may offset the capital gains.

A title insurance company official would have known that an “abstract of title clause” is a:
· Closing statement from the title insurance company

· Standard form that is used in the industry

· Clause that describes the land

· Written summary of documents relating to the title of the property
An abstract of title is a summary of the history of the ownership of a property, starting with the original grant, and including all subsequent encumbrances and conveyances.

For federal income tax purposes, a taxpayer could adjust the cost basis of his personal residence for which of the following items:
· Fire insurance premuims paid

· Interest on a loan

· Depreciation

· The addition of a concrete patio
Adjusted Cost Basis: an example of an adjusted cost basis would be the addiction of a concrete patio on the personal residence [DO NOT factor in mortgage payments in this calculation.]

When the lender under a deed of trust requires title insurance, who would be the most likely person to pay for it? 
· the trustee

· the mortgagee

· the beneficiary

· the trustor
"Trustor" is another name for the borrower and "trustee" is a "supposedly" neutral third party who holds naked legal title, the right to foreclose at the instructions of the beneficiary for non-payment of a promissory note. The beneficiary is the lender in a Deed of Trust. Even though it's the lender who requires the insurance to protect his/her position, it's the borrower who pays for it.

A standard policy of title insurance is the final result of three processes. Which of the following would not be considered one of these processes?
· Investigation of title

· Protection of the insured against the losses

· Determination of the amount if insurance which is required

· Determination of correct property lines and a survey of the property
A standard policy will not include a survey or onsite inspection

Which of the following costs would be classified as a recurring cost
· Escrow fees

· Title insurance

· Recording fees

· Impound account items
A written summary of the history of all conveyances and legal proceedings affecting a specific parcel of real estate is called a(n): 
· affidavit of title.

· certificate of title.

· title insurance policy.

· abstract of title.
An "abstract of title" is a written summary that traces every change of ownership and claim against a property (such as mortgages, liens, and easements). In some cases, the abstract goes back to the last change of title, in others to the first recorded owner. It is part of the title report required by virtually all lenders.

Property taxes are described as “ad valorem” taxes. “Ad valorem” most nearly means
· Reproduction value;

· Replacement value;

· Market value;

· According to value;
Property tax by definition is a tax that is assessed according to value, or an “ad valorem” tax.

Concerning the second installment of real property taxes in California, the due date and delinquent date are respectively:
· January 1 and March 10.

· July 1 and November 1;

· November 1 and December 10;

· February 1 and April 10;
The First Installment is due November 1st, and is delinquent December 10th.

The recording of a deed: 
· Is all that is required to transfer the title to real estate.

· Insures the interest in a parcel of real estate.

· Warrants the title to real property.

· Gives constructive notice of the ownership of real property.
Recording a deed does not convey, insure or warrant ownership. However, it does protect the owner's interest in a property by serving notice that the recorded owner is the only recognized holder of title. This places a larger burden of proof and process on someone trying to assert a prior ownership interest and/or claiming a deedholder's title is clouded

In order for a grant deed to be effective in transferring title to property, it must:
· Be notarized

· Be recorded by the county

· Include a documentary transfer tax

· Be delivered and accepted
Deeds provide evidence of the transfer of title of real property from a grantor to a grantee. Deed Requires The Grantor must be Legally Competent, it must be Delivered and accepted and Contain a Granting or Action Clause. A deed does NOT need to be Acknowledged to be valid

