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Class Presentation: Chapter 21: Preliminary Title Reports
Slide 1: Learning Objectives

e Preliminary Title Reports & Title Insurance
Learn to analyze title reports, understand policy components, and protect against title defects.

e Real Estate Acquisition via Adverse Possession
Examine adverse possession, claim of right, and how property may be “stolen” through legal
doctrines.

e Community Property, Trusts & Co-Ownership
Explore community property rules, revocable trusts, tenants in common vesting, and the right
of survivorship.

e Statutory Purchaser’s Lien
Understand how statutory liens protect buyers’ interests, impact foreclosure, and resolve title
disputes.

Slide 2: Key Terms

o Abstract of Title: A condensed history of all recorded documents affecting the title of a property.

e Date-Down Search: A title search performed just before closing to ensure no new liens or
encumbrances have been placed on the property.

e Encumbrance: A claim, lien, or liability on real property that may limit its use or decrease its
value.

e Preliminary Title Report (Prelim): A report issued by a title company before closing,
summarizing the current state of the title.

Slide 3: What is a Preliminary Title Report?
e Prelim Overview:

o Aprelim is prepared before a transaction to disclose potential title issues—such as liens,
easements, or disputed ownership claims.
o It serves as an alert but is not a guarantee of title insurance.

Slide 4: Reviewing a Preliminary Title Report
e What to Look For:
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o Encumbrances: Identify any mortgages, liens, or easements that could affect the
property’s title.

o Date-Down Search Results: Confirm that no new encumbrances have appeared since the
initial title search.

o Abstract of Title: Review the historical chain of title for any irregularities.
Slide 5: Limitations & Next Steps
o Limitations of the Prelim:
o It does not guarantee a clear title—it only identifies potential issues.
o The report is based on records available at the time and subject to change until closing.
e Next Steps if Issues Are Found:
o Work with the title company and legal counsel to resolve discrepancies.
o Clear encumbrances or negotiate with lienholders.

o Understand that further “date-down” searches will be performed to ensure the title
remains clear up to closing.

e Best Practices:
o Always review the prelim with a real estate attorney.

o Verify that all exceptions are acceptable or can be remove

Student Exercise: Chapter 21: Preliminary Title Reports

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Preliminary Title Report (Prelim)

Abstract of Title

Encumbrance

Recorded Documents

2
3
4. Date-Down Search
5
6

Exclusions and Exceptions
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7. Easements
8. Pending Liens
Definitions:

(A) A non-guarantee disclosure document issued by a title company before finalizing a title
policy, revealing known defects, liens, and ownership details.

(B) A written chronological summary of all recorded documents affecting title to a property
(transfers, liens, encumbrances).

(C) A claim, lien, or liability attached to real property that may limit its use or affect its value.

(D) A supplementary search done shortly before closing to confirm no new liens or
encumbrances have been recorded since the initial title report.

(E) Public records detailing who owns the property, plus liens, deeds, mortgages, or
easements officially filed with the county or municipality.

(F) Notices in the prelim that highlight specific restrictions, outside the standard scope of
coverage, that will not be insured or are subject to conditions in the final policy.

(G) The legal right to use another’s property for a specific purpose (e.g., a driveway or utility
access) that may reduce property rights or complicate conveyance.

(H) A category that includes unrecorded or recorded claims, tax liens, or other financial
obligations that may appear prior to closing and cloud the title.

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Preliminary Title Report, Abstract of

Title, Encumbrance, Date-Down Search, Recorded Documents, Exclusions and Exceptions,
Easements, Pending Liens, etc.):

1.

A discloses known title issues before issuing a final insurance policy, but
it’s not a title guarantee.

If a seller’s mortgage is unpaid, that mortgage is considered an , potentially
affecting the property’s marketability.

A is often performed right before closing to confirm no new liens popped
up after the initial search.
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4. like a recorded utility right-of-way can reduce a property’s use or
complicate future building plans.

5. The section of a prelim specifies items that are not covered unless resolved

or accepted by the buyer, such as unpaid taxes or boundary disputes.
Section 3: True or False
Circle True or False for each statement:
1. A preliminary title report is a legally binding assurance of clear title.
o True/ False
2. An abstract of title is a chronological summary of recorded documents affecting the property.
o True/False

3. A date-down search ensures no recent liens, easements, or other encumbrances were added
after the initial report.

o True/ False

4. Exclusions and exceptions in a prelim are usually general disclaimers with no specific
relevance to the property at issue.

o True/ False

5. Pending liens might not yet be recorded but can still appear in a final title review if
discovered before closing.

o True/False
Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the
blank.

1. Adam reads a new note in the updated search revealing a lawsuit filed the
day before escrow closes, placing a potential lien on the property.

2. Beth sees in the report that her neighbor has a driveway right-of-way
across her yard.

3. Charles reviews a document showing outstanding taxes from last year,

which might need clearing before final transfer.

4. Darla’s final policy does not cover a newly recorded city zoning
ordinance restricting fence heights.
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5. Ethan obtains a condensed report listing recorded deeds, mortgages, and

judgments going back 20 years.
Options:
(A) Date-Down Search
(B) Easement
(C) Encumbrance
(D) Exclusions and Exceptions

(E) Abstract of Title

Answer Key: Chapter 21 Preliminary Title Reports

Section 1: Key Terms Matching
1. Preliminary Title Report (Prelim) — (A)
Abstract of Title — (B)
Encumbrance — (C)
Date-Down Search — (D)
Recorded Documents — (E)
Exclusions and Exceptions — (F)

Easements — (G)

S L T e B

Pending Liens — (H)
Section 2: Fill-in-the-Blanks
1. Preliminary Title Report

Encumbrance

2.
3. Date-Down Search
4. Easements

5.

Exclusions and Exceptions

Section 3: True or False

1. False - A prelim is not a guarantee; it’s a disclosure tool before issuing title insurance.
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. True

2
3.
4

True

. False - Exclusions/exceptions are specific disclaimers relevant to the property in question.

5.

True

Section 4: Scenario-Based Matching

1.

2
3.
4.
5

(A) Date-Down Search
(B) Easement
(C) Encumbrance

(D) Exclusions and Exceptions

(E) Abstract of Title

Class Presentation: Chapter 22: Title Insurance

Slide 1: Key Terms

Abstract of Title: A brief summary of all recorded documents affecting the title to a property.
Binder: A temporary form of title insurance that provides coverage between the time of the
preliminary report and the issuance of a final policy.

Encumbrance: A claim or lien on the property, such as a mortgage or easement, that may affect
its value or transferability.

Exception: Specific items listed in the title insurance policy that are not covered, such as unpaid
taxes or zoning violations.

Exclusion: A general category of items that are not covered by the policy, such as government
regulations or claims arising after the policy is issued.

Joint Protection (JP) Policy: A title insurance policy that protects both the lender and the buyer
from defects in the title.

Preliminary Title Report (Prelim): A document issued by a title company that outlines the current
state of the title and any potential encumbrances before the final policy is issued.

Proof-of-Loss Statement: A statement submitted by the insured to the title insurance company in
the event of a claim, detailing the loss or damage.

Schedule A: The section of a title insurance policy that lists the specific property details, the
insured parties, and the amount of coverage.
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e Schedule B: The section of a title insurance policy that lists exceptions to the coverage, such as

easements or unpaid taxes.
e Title Insurance: A policy that protects the buyer and lender from financial loss due to defects in
the title that were not discovered during the title search.

Slide 2: What is Title Insurance?

e Defined:
o Title insurance protects against financial loss arising from defects or encumbrances in a

property's title, ensuring the buyer's ownership rights are secured.

e Role in Transactions:
o Itis typically required in real estate transactions to protect both the buyer and the lender.

o Atitle search is performed, and a preliminary title report is issued before the final policy

1s written.
Slide 2: Components of a Title Insurance Policy

e Schedule A:
o Contains essential property details, including the legal description, the names of the

insured parties (buyer and lender), and the amount of coverage.

e Schedule B:
o Lists exceptions to the coverage (e.g., known easements, liens, or other encumbrances).

e Binder:
o Provides temporary coverage from the time the preliminary report is issued until the final

policy is in effect.
Slide 3: Exclusions and Exceptions in Title Insurance

o Exclusions:
o General risks not covered by any title policy, such as government zoning laws, building

codes, or environmental restrictions.

o Exceptions:
o Specific issues excluded from coverage on a particular property, like a recorded easement

or an unresolved lien.

e Impact on Coverage:
o Understanding these items is critical for buyers and lenders, as they delineate what risks

are not insured.

Slide 4: Proof of Loss and Claims

e Proof-of-Loss Statement:
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o Inthe event of a title defect, the insured must submit this detailed statement to initiate a
claim.
e Claims Process:
o The title insurance company investigates the claim and, if it meets the policy terms,
compensates the insured for the loss incurred.
e Timeline & Importance:
o Timely filing and clear documentation are crucial to a successful claim.

Slide 5: The Title Insurance Process

e Overview of Process:
o Title Search: Conducted by the title company to review public records.
o Preliminary Title Report: Issued to disclose any issues before closing.
o Final Title Policy: Issued at closing, providing long-term protection.
e Importance of Due Diligence:
o Ensures that all encumbrances, exceptions, and potential issues are clearly identified and
addressed prior to finalizing the transaction.
e Role of the Title Company:
o Acts as a mediator between the buyer, seller, and lender to ensure that the title is clear.

Student Exercise: Chapter 22: Title Insurance

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Title Insurance

Preliminary Title Report (Prelim)
Schedule A
Schedule B

Exclusion

Exception

Binder

Proof-of-Loss Statement

A S D U o

Joint Protection (JP) Policy
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10. Abstract of Title

Definitions:

(A) A summary of the property’s recorded documents over time, including deeds, liens, and
encumbrances affecting title.

(B) The temporary coverage in place between the issuance of the preliminary report and the final
policy.
(C) A list of the specific matters (encumbrances, easements, liens) that are not covered for this

particular property under the policy.

(D) General categories of risks that are never covered by the policy (e.g., governmental
regulations, post-policy claims).

(E) The section of a title policy listing property details, names of the insured, and coverage
amounts.

(F) A report summarizing the current state of title, identifying encumbrances or other potential
issues before a final policy is issued.

(G) A form of coverage that protects both the buyer (owner) and the lender against defects in the
title.

(H) A policy that protects against financial loss from defects or encumbrances in a property’s
title.

(I) A formal statement a policyholder submits to the insurer, detailing the extent and nature of a
loss for which they seek coverage.

(J) The section of the policy where named parties or property are described — might refer to
known as “Schedule A,” but in some contexts can also be the portion describing the coverage
(Note: you might see slight variation in naming conventions).

(Note: In many policies, “Schedule A is the essential coverage details, and “Schedule B”
addresses exceptions. The naming conventions can vary slightly depending on the insurer, but the
standard approach is used here.)

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Title Insurance, Preliminary Title Report,
Schedule A, Schedule B, Exclusion, Exception, Binder, Proof-of-Loss Statement, Joint Protection
Policy, Abstract of Title, etc.):
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offers financial protection against undiscovered title defects, ensuring the
buyer (and sometimes the lender) is safeguarded.

is the temporary coverage issued after a prelim but before the final policy

goes into effect.

details general categories of coverage not provided under any

circumstance, such as zoning laws or post-policy forgeries.

outlines specific issues—Ilike an easement or unpaid taxes—that aren’t

covered for your particular property.

A buyer filing a must describe the title problem and financial harm to seek

compensation from the insurer.

Section 3: True or False

Circle True or False for each statement:

1.

Title insurance is typically required in real estate transactions to protect both the buyer and
lender from potential title defects.

o True/ False
A Preliminary Title Report (Prelim) guarantees that no future title defects can surface.
o True/ False

Schedule A typically identifies the insured parties, legal property description, and coverage
amount.

o True/ False

Exclusions from coverage are tailored for each property and itemize specific liens or
easements discovered by the title search.

o True/ False

A Joint Protection (JP) Policy extends coverage to both the owner and the lender in a single
title insurance policy.

o True/ False

Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the

blank.
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Alice receives a title insurance document listing standard coverage but
also itemizing property-specific uncovered items, such as a recorded easement.

2. Bob’s policy explicitly states that no coverage is provided for government
zoning changes or post-policy fraud.

3. Carla finds a hidden lien filed before closing. She files paperwork
detailing her losses to the title insurance company.

4. David’s lender and David himself are both protected by one combined
title policy.

5. Erica reviews a report from the title company revealing existing
mortgages and easements before she finalizes her purchase.

Options:

(A) Preliminary Title Report (Prelim)

(B) Exception

(C) Exclusion

(D) Proof-of-Loss Statement

(E) Joint Protection Policy

Answer Key: Chapter 22 Title Insurance

Section 1: Key Terms Matching

1.

X 2 kR LD

Title Insurance — (H)

Preliminary Title Report (Prelim) — (F)

Schedule A — (E)

Schedule B — (C)

Exclusion — (D)

Exception — (C) # For clarity, see notes below about usage
Binder — (B)

Proof-of-Loss Statement — (I)

Joint Protection (JP) Policy — (G)
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10. Abstract of Title — (A)

Section 2: Fill-in-the-Blanks

1.

Title Insurance

. Binder
. Exclusion

2
3
4.
5

Exception

. Proof-of-Loss Statement

Section 3: True or False

1.

5.

2
3.
4

True
. False - A prelim does not guarantee a clear title; it discloses potential issues.
True
. False - “Exclusions” are general to every policy; “exceptions” are specific to the property.

“Schedule B” typically lists exceptions.

True

Section 4: Scenario-Based Matching

1.

2
3
4,
5

(B) Exception

(C) Exclusion

(D) Proof-of-Loss Statement

(E) Joint Protection Policy

(A) Preliminary Title Report (Prelim)

Class Presentation: Chapter 23: Real Estate Can Be Stolen
Slide 1: Key Terms

e Actual Notice: Direct knowledge of a fact, such as a buyer being explicitly informed of an

encumbrance on the property.

e Adverse Possession: A legal doctrine allowing someone to acquire ownership of property by

occupying it continuously and openly for a certain period, without the permission of the owner.
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e (laim of Right: A claim made by someone asserting ownership of property based on their
continuous and hostile possession.

e Color of Title: A claim to ownership based on a defective or invalid document, such as a deed
that appears legitimate but is legally insufficient.

o Constructive Notice: The legal presumption that information has been provided, even if the party
has no direct knowledge of it, because it has been made publicly available (e.g., through public
records).

Slide 2: How Can Real Estate Be Stolen?

o Stolen:
o Real estate theft occurs when someone unlawfully acquires property ownership through

fraudulent methods or by exploiting legal doctrines.

e Adverse Possession:
o Allows a possessor to gain title after meeting statutory requirements (continuous, open,

hostile use, payment of taxes).

e Fraudulent Means:
o Including forgery, deceptive transactions, or fraudulent documents that lead to an

improper transfer of title.
Slide 3: Actual Notice vs. Constructive Notice

e Actual Notice:
o Actual notice refers to the knowledge someone has from direct communication. For
example, a buyer may receive actual notice of an encumbrance during a property

disclosure.
o Direct, explicit information (e.g., written disclosure of an easement or lien).

o Constructive Notice:

o Constructive notice occurs when information is made publicly available, even if the party
involved is not directly informed. For example, filing a deed with the county recorder’s
office provides constructive notice of ownership.

o Legal assumption of knowledge because the information is publicly recorded (e.g.,
recorded deeds or liens).

Slide 4: Claim of Right and Color of Title

e Claim of Right:
o Occurs when someone occupies property under the belief they have legal entitlement,

potentially leading to adverse possession if all elements are met.
o Color of Title:
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o Arises when an individual’s documentation (e.g., a deed) appears valid, even if legally
defective. Courts may recognize such a claim in certain adverse possession cases.

Student Exercise: Chapter 23: Real Estate Can Be Stolen

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Adverse Possession

Claim of Right

Color of Title

Actual Notice

Constructive Notice

Hostile Use

Fraudulent Transfer

S U T e B

Open & Notorious Possession

Definitions:

(A) Acquiring ownership of real property by open, continuous, and hostile occupation for a
statutory period, often requiring payment of taxes and intent to claim ownership.

(B) A situation where a possessor occupies property under the genuine (though possibly
mistaken) belief they have legal entitlement, which can support an adverse possession claim.

(C) Possession or documentation appearing valid (e.g., a deed) but legally flawed. Courts may
still consider it in some adverse possession cases.

(D) Knowledge gained by direct communication or explicit disclosure; the individual is
personally informed of the relevant fact or claim.

(E) Information that is publicly available and thus presumed known to anyone interested (e.g.,
recorded deeds, public notices).

(F) Unpermitted use or possession without the landowner’s consent—an element of adverse
possession that must be “adverse” or “hostile” to the true owner’s rights.

(G) A deceitful or illegal conveyance of property, often involving forgery or misrepresentation,
leading to an improper change in title.
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(H) A requirement that the possession be easily visible, so the rightful owner (or public) could
discover the occupant's presence if checking the property.

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Adverse Possession, Claim of Right,
Color of Title, Actual Notice, Constructive Notice, Hostile Use, Fraudulent Transfer, Open &
Notorious Possession, etc.):

1. To prevail in , a possessor must typically show continuous, hostile, and

open occupation for the legally required duration.

2. Having means you genuinely believe you’re entitled to occupy the

property, even if a deed or formal conveyance is flawed.

3. arises when someone acquires property through deception or forgery, rather

than legal ownership processes.

4. Even without explicit warning from the owner ( ), public records can create
for anyone researching a property’s title.

5. For a possessor’s occupation to be “open,” it must be , SO an owner can
observe the trespass and take action.

Section 3: True or False
Circle True or False for each statement:

1. Adverse possession requires permission from the true owner for the occupier to remain on
the land.

o True/ False

2. Having color of title might assist an adverse possessor’s claim, but the document itself could
still be legally defective.

o True/ False

3. Actual notice means a person should have known about a claim because it was recorded
publicly.

o True/ False

4. Hostile use implies the occupant acknowledges the true owner’s title and rents the land from
them.

o True/ False
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5. A fraudulent transfer can occur if someone forges a deed and files it, leading to an unlawful
change in title records.
o True/ False

Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the
blank.

1. Alice occupies farmland openly for seven years, never asking the owner’s

consent, pays property taxes, and claims she genuinely believed she owned it.

2. Bill forges Carla’s signature on a grant deed, then records it, wrongfully

transferring Carla’s home to himself.

3. Denise physically hands Eddie official documents indicating a recorded

lien on a parcel Eddie wants to buy.

4. Fred’s deed to a vacant lot looks valid but was improperly executed,

giving him only “apparent” ownership.

5. Gina’s presence on the land is clearly visible—she’s fenced it, posted
signs, and told neighbors she’s the new owner.

Options:
(A) Adverse Possession
(B) Fraudulent Transfer
(C) Actual Notice
(D) Color of Title

(E) Open & Notorious Possession

Answer Key: Chapter 23 Real Estate Can Be Stolen

Section 1: Key Terms Matching

1. Adverse Possession — (A)
2. Claim of Right — (B)
3. Color of Title — (C)
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Actual Notice — (D)
Constructive Notice — (E)
Hostile Use — (F)
Fraudulent Transfer — (G)

o N bk

Open & Notorious Possession — (H)
Section 2: Fill-in-the-Blanks

1. Adverse Possession

2. Claim of Right

3. Fraudulent Transfer

4. Actual Notice; Constructive Notice

5. Open & Notorious Possession
Section 3: True or False

1. False - Adverse possession requires no permission; it must be hostile to the owner’s rights.

. True

2
3. False - Actual notice is direct knowledge; public records typically create constructive notice.
4

. False - “Hostile use” means no acknowledgment of the owner’s title or right to rent the
land—it’s adverse or unpermitted use.

5. True

Section 4: Scenario-Based Matching
1. (A) Adverse Possession
2. (B) Fraudulent Transfer
3. (C) Actual Notice
4. (D) Color of Title
5

(E) Open & Notorious Possession
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Class Presentation: Chapter 24: Community Property Rights
Slide 1: Key Terms

e Transmutation: The legal process by which property changes its classification between
community property and separate property of either spouse.

o Community Property: Property acquired during marriage that is generally owned equally by both
spouses.

e Separate Property: Property owned by one spouse before marriage or received by gift or
inheritance during marriage that remains with that spouse unless it is transmuted.

Slide 2: Transmutation of Property

e Transmutation Overview:

o Transmutation can convert property from separate to community or vice versa. This is
common when spouses wish to alter the ownership status of property during their
marriage.

o Transmutations must be in writing and signed by the spouse whose interest is being
altered. An oral agreement is insufficient unless both spouses acknowledge the transfer
publicly or in legal documentation .

o Examples of Transmutation:

o A spouse may transfer their interest in a jointly owned property to their partner by signing
a quitclaim deed.

o Transmutations can occur with personal property, such as vehicles, or real property, such
as a home .

Slide 3: Community Property and Consent

e When Spousal Consent is Required:

o Any transfer, sale, or encumbrance of community property requires both spouses'
signatures. If one spouse attempts to sell community property without the other’s consent,
the transaction can be voided by the non-consenting spouse.

o Examples of Consent:

o Ifacouple jointly owns a house and one spouse tries to sell it without the other's consent,

the sale could be legally challenged, especially if the property is considered community

property.
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Student Exercise: Chapter 24: Community Property Rights

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Community Property

Separate Property

Transmutation

Spousal Consent

Marital Property Presumption

Commingling

Quasi-Community Property
Title

® N kWD

Definitions:

(A) Property owned equally by spouses during marriage (in jurisdictions recognizing the
system), generally including income and assets acquired while married.

(B) Property owned before marriage, or obtained by gift or inheritance during marriage, which
remains under one spouse’s name unless converted.

(C) The legal process or document by which property’s status changes from separate to
community (or vice versa).

(D) The requirement that both spouses must agree (e.g., signing documents) when selling,
encumbering, or transferring community assets.

(E) A legal principle that assets acquired during marriage are presumed to be community
property unless proven otherwise.

(F) Mixing assets such that it becomes difficult or impossible to distinguish community property
from separate property (e.g., merging funds in a single account).

(G) Property acquired by spouses while residing in a non-community property state but treated as
community property if they later relocate to a community property state.

(H) The evidence or legal right of ownership in property, which can be in one name or both,
depending on how it’s vested.
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Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Community Property, Separate Property,

Transmutation, Spousal Consent, Marital Property Presumption, Commingling, Quasi-Community
Property, Title, etc.):

1.

In many states recognizing , any income earned by either spouse during
marriage belongs to both spouses equally.

When a spouse inherits a home while married, that home is generally considered
unless actions convert it.

A formal, written agreement can change a piece of separate property into

community property.

Because of the , a spouse cannot unilaterally sell or mortgage community
assets without the other spouse’s signature.

If a couple moves from a separate-property state to a community-property state, their prior-
acquired real estate may become subject to certain legal conditions.

Section 3: True or False

Circle True or False for each statement:

1.

Separate property automatically becomes community property if a couple has been married
for ten or more years.

o True/ False

Spousal consent is typically required for the sale of community assets like a house owned by
both spouses.

o True/ False

Commingling assets can create confusion about whether certain funds or property remain
separate.

o True/ False

Under the marital property presumption, all property acquired during marriage is presumed
separate until proven otherwise.

o True/ False

Quasi-community property can apply to property acquired in a non-community property state
once the couple relocates to a community property state.
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o True/ False

Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the

blank.
1.

Alice inherited a cabin before marriage; later, she and her spouse sign an

agreement converting the cabin to community property.

2. Bob’s paycheck, earned during marriage, automatically belongs to both
Bob and his spouse.

3. Carla tries to sell a jointly owned vacation home without informing her
spouse, potentially violating laws requiring both signatures.

4. David’s bank account had personal funds from before marriage, but he
mixed those funds with marital earnings so thoroughly that it’s unclear how much is separate.

5. Ellen and Frank purchased a condo in a separate-property state, then
moved to a community-property state. Courts might treat the condo as community property if
certain legal criteria are met.

Options:

(A) Transmutation

(B) Community Property

(C) Spousal Consent

(D) Commingling

(E) Quasi-Community Property

Answer Key: Chapter 24 Community Property Rights

Section 1: Key Terms Matching

1.

2
3.
4.
5

Community Property — (A)
Separate Property — (B)
Transmutation — (C)

Spousal Consent — (D)

. Marital Property Presumption — (E)
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Commingling — (F)
Quasi-Community Property — (G)
Title — (H)

Section 2: Fill-in-the-Blanks

1.

2
3.
4
5

Community Property
Separate Property
Transmutation
Spousal Consent

Quasi-Community Property

Section 3: True or False

1.

5.

False - Separate property remains separate unless a formal transmutation or commingling
occurs; time alone doesn’t convert it.

True
True

False - The presumption is that property acquired during marriage is community, not
separate.

True

Section 4: Scenario-Based Matching

1.

(A) Transmutation

2. (B) Community Property
3.
4
5

(C) Spousal Consent
(D) Commingling
(E) Quasi-Community Property

Class Presentation: Chapter 25: The Revocable Title Holding Trust
Slide 1: Key Terms

e Beneficiary: An individual or entity entitled to receive benefits from trust-held property.
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o Business Trust: A trust created for business purposes, often used in managing real estate assets.

e Inter Vivos (Living) Trust: A trust established during the trustor’s lifetime to manage and transfer
assets.

o Real Estate Investment Trust (REIT): A structure allowing investment in income-producing real
estate through publicly traded shares.

o Trustee: The party responsible for managing trust assets on behalf of the beneficiaries.

e Successor Trustee: The person or entity designated to manage the trust after the trustor’s death or
incapacity.

Slide 2: The Purpose of a Revocable Title Holding Trust
e What is a Revocable Trust?

o A trust that enables the trustor to retain control over assets during their lifetime, with the
flexibility to modify or revoke it as needed.

o Provides for the seamless transfer of assets to beneficiaries upon death without going
through probate.

«  Flexibility:

o The trustor can alter, amend, or revoke the trust at any time during their lifetime, ensuring
ongoing control.

Slide 3: Benefits of Using a Trust for Real Estate

e Avoiding Probate:

o Assets in the trust pass directly to beneficiaries, avoiding the time and expense of
probate court.

e Control Over Assets:

o The trustor maintains management and control over property during their lifetime and
can direct its use posthumously.

e Privacy:

o Trust arrangements are generally private, unlike probate proceedings which are
public.

Slide 4: Real Estate Investment Trust (REIT)

e Whatis a REIT?
o AREIT is a legal entity that owns and operates income-producing real estate. Investors
can purchase shares in a REIT, which offers liquidity and diversification.
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o Benefits of REITs:
o They offer tax advantages and allow investors to access real estate investments without
the direct responsibilities of property management.

Slide 5: Funding and Administration of a Revocable Trust

e Funding the Trust:
o Assets must be formally transferred (re-titled) into the trust for the trust to be effective.
e Role of the Successor Trustee:
o Designated to manage and distribute the trust’s assets upon the trustor’s death or
incapacity.
e Ongoing Administration:
o The trustee is responsible for managing, accounting for, and safeguarding trust assets
according to the trust’s terms and legal requirements.

Slide 6: Advantages and Limitations of a Revocable Trust

e Advantages:
o Flexibility and control during the trustor’s lifetime.
o Avoidance of probate and maintenance of privacy.
o Smooth transition of assets upon death.
e Limitations:
o Does not provide asset protection from creditors during the trustor’s lifetime.
o Requires proper funding to be effective.
o May have tax implications that need careful planning.

Student Exercise: Chapter 25: The Revocable Title Holding Trust

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Inter Vivos (Living) Trust

Trustee

Beneficiary

Business Trust

2
3
4. Revocable Trust
5
6

Real Estate Investment Trust (REIT)
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7. Successor Trustee
8. Funding the Trust
Definitions:

(A) A trust established during the lifetime of the trustor, allowing for ongoing management of
assets before death.

(B) The person or entity that manages the trust property for the benefit of the beneficiaries.
(C) The individual or organization that receives benefits or distributions from the trust’s assets.

(D) A type of trust where the trustor retains the right to amend, modify, or dissolve the trust at
any time.

(E) A trust created to manage income-producing real estate assets for multiple investors,
potentially traded publicly.

(F) A trust formed primarily for business purposes, often used in real estate syndications or large
property management structures.

(G) The person or institution designated to take over as trustee if the original trustee becomes
incapacitated or dies.

(H) The process of transferring property and assets into a trust to ensure it is effective (e.g., re-
titling real estate into the trust’s name).

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Inter Vivos (Living) Trust, Trustee,
Beneficiary, Revocable Trust, Business Trust, Real Estate Investment Trust (REIT), Successor
Trustee, Funding the Trust, etc.):

1. A is created during the trustor’s lifetime, letting them manage and control
assets prior to passing.

2. Ina , the trustor retains the power to amend or dissolve it while alive and
competent.

3. A steps in if the current trustee can no longer fulfill their role.

4. involves transferring assets (like real property) into the trust’s name to

ensure it’s recognized as trust property.

5. A often manages a portfolio of income-producing properties, and investors
can buy and sell shares.
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Section 3: True or False
Circle True or False for each statement:
1. An inter vivos (living) trust takes effect only after the trustor’s death.
o True/ False

2. Arevocable trust means the trustor can change beneficiaries, remove assets, or dissolve the
trust any time before death.

o True/False
3. Atrustee is always the same person as the beneficiary.
o True/False

4. Business trusts are primarily formed for personal estate planning, not for commercial or
investment purposes.

o True/ False

5. REITs allow investors to pool money and invest in real estate properties without directly
managing them.

o True/False
Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the
blank.

1. Alice forms a trust and names herself as trustee, transferring her home

into it. She retains the right to modify or end the trust at any time.

2. Bob invests in shares of a publicly traded real estate fund that manages

shopping centers, receiving regular dividends.

3. Carla designates David to step in and manage trust assets if Carla, the

original trustee, becomes incapacitated.

4. Ellen sets up a legal arrangement to manage a portfolio of commercial

buildings on behalf of multiple investors, treating it as a business venture rather than a
personal estate plan.

5. Frank must re-title his rental properties under the trust’s name so the trust

can officially own and manage them.

Options:
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(A) Revocable Trust

(B) Real Estate Investment Trust (REIT)
(C) Successor Trustee

(D) Business Trust

(E) Funding the Trust

Answer Key: Chapter 25 The Revocable Title Holding Trust

Section 1: Key Terms Matching
1. Inter Vivos (Living) Trust — (A)
Trustee — (B)
Beneficiary — (C)
Revocable Trust — (D)
Business Trust — (F)
Real Estate Investment Trust (REIT) — (E)

Successor Trustee — (G)

e A o

Funding the Trust — (H)
Section 2: Fill-in-the-Blanks

1. Inter Vivos (Living) Trust

. Revocable Trust

2

3. Successor Trustee
4. Funding the Trust
5

. Real Estate Investment Trust (REIT)
Section 3: True or False

1. False - An inter vivos trust is effective during the trustor’s lifetime, not only after death.
2. True

3. False - The trustee and beneficiary roles are often separate, though occasionally they can
overlap, e.g., a trustor/trustee, but it’s not “always” the same person.

Week 3 | Legal Aspects of Real Estate 2025 - All Rights Reserved Page 28 of 45



il

REAL ESTATE SCHOOLS

4. False - Business trusts can be used for commercial investment purposes; they’re not limited
to personal estate planning.

5. True

Section 4: Scenario-Based Matching

1. (A) Revocable Trust
(B) Real Estate Investment Trust (REIT)

2

3. (C) Successor Trustee
4. (D) Business Trust

5

(E) Funding the Trust

Class Presentation: Chapter 26: Tenants in Common as a Vesting

Slide 1: Key Terms

Alienation: The sale, lease, or encumbrance of property by a co-owner.

Partition Action: A legal process to divide or force the sale of co-owned property when disputes
arise.

Partnership: A business arrangement where co-owners share profits and losses.

Tenants in Common (TIC): A form of co-ownership where individuals hold undivided, and
potentially unequal, interests in a property without right of survivorship.

Vesting: The method by which an individual or entity holds title to real estate.

(Optional addition) Exit Strategy: Methods by which a co-owner may sell or transfer their
interest without triggering a partition action.

Slide 2: Co-Ownership and Vesting Choices

Options for Holding Title:
o Tenants in Common (TIC): Each owner holds an undivided interest that may vary in
percentage.
o Limited Liability Company (LLC): Offers liability protection and flexible management
for real estate investments.
o Partnerships: Co-owners share management duties, profits, and losses, with decisions
made collectively.

Slide 3: Partition Action and TIC Disputes

Partition Action:
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o Allows co-owners to force a division or sale of the property if disputes over management
Or use arise.
o Alternatives include negotiated buyouts or mediated solutions.
o Dispute Resolution Options:
o Mediation or arbitration may be used as alternatives to litigation in resolving TIC
disputes.

Slide 4: Advantages and Disadvantages of TIC

e Advantages:
o Flexibility in ownership percentages and contributions.
o Individual co-owners can sell their interests without needing unanimous consent,
allowing for greater liquidity.
o Disadvantages:
o No right of survivorship; each owner’s interest passes through their estate, which can
complicate transfers.
o Potential for disputes over management, maintenance, and decision-making, sometimes
leading to costly partition actions.
o Financing and tax issues may be more complex compared to holding title through an
entity (e.g., LLC).

Slide 5: Transferability & Exit Strategies

o Transferability of TIC Interests:
o TIC interests are generally easier to transfer individually, but this can lead to unwanted
CO-OWNETsS.
o Exit Strategies:
o Structured buy-sell agreements or rights of first refusal can help manage changes in
ownership.
e Management and Decision-Making:
o Including clear provisions in the TIC agreement can mitigate disputes and ensure smooth
operation.

Student Exercise: Chapter 26: Tenants In Common As A Vesting

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Tenants in Common (TIC)
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2. Undivided Interest

3. Partition Action

4. Alienation

5. LLC vs. TIC

6. Exit Strategy

7. Co-Ownership Agreement

8. Right of First Refusal
Definitions:

(A) A form of co-ownership where each owner holds a separate, transferable interest in the same
property. There is no right of survivorship.

(B) Each co-owner has the right to use the entire property, but their percentage share (e.g., 50%,
25%) remains distinct for financial/ownership purposes.

(C) A legal process to divide or force the sale of the property when co-owners can’t agree on
management or disposition.

(D) The transfer of property by sale, gift, or any other conveyance method. Each co-owner has
the freedom to do this with their share in a TIC.

(E) Distinguishes a company structure (limited liability, separate entity) from a direct vesting by
individual co-owners, each holding a share in real estate.

(F) A method for a co-owner to sell or transfer their interest, potentially with buy-sell provisions
or protective clauses to avoid forced partition.

(G) A written contract among co-owners specifying percentage interests, management decisions,
dispute resolution, and possible exit paths.

(H) A clause giving existing co-owners a chance to buy a selling owner’s share before the owner
can sell it to an outside party.

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Tenants in Common, Undivided Interest,
Partition Action, Alienation, LLC vs. TIC, Exit Strategy, Co-Ownership Agreement, Right of First
Refusal, etc.):

1. owners each hold a distinct percentage share but have full use of the entire
property.
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2. InaTIC, an owner can their share by selling or gifting it to someone else

without unanimous consent.

3. If co-owners cannot agree on property decisions, they might seek a in court

to divide or force a sale.

4. An can outline each tenant’s share, duties, and how disputes or buyouts are
handled.
5. Some co-ownership agreements include a , ensuring remaining owners get

the first chance to purchase a departing owner’s share.
Section 3: True or False

Circle True or False for each statement:

1. Tenants in Common must own equal percentage shares, and each share automatically passes
to other co-owners upon death.

o True/ False

2. Anundivided interest means each co-owner can freely use the entire property, not just a
specific section that matches their share.

o True/ False

3. A partition action can force the sale of the property, splitting proceeds among co-owners
based on their percentage interests.

o True/ False

4. Unlike a TIC, an LLC provides a separate business entity that can limit individual liability
for property issues or debts.

o True/ False

5. Aright of first refusal obligates the selling co-owner to offer their share to the remaining co-
owners at a fair price before listing on the open market.

o True/ False

Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the
blank.

1. Alice, Beth, and Carlos own a cabin as tenants in common, with 40%,
40%, and 20% shares, all freely using the property together.
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2. Beth wants to sell her 40% interest, but first must offer it to Alice and
Carlos at the same price she’d accept from an outsider.

3. Carlos invests in an LLC with multiple members to buy an apartment
complex, thus limiting his personal liability if something goes wrong.

4. Denise and her siblings can’t agree on keeping or selling inherited land,
so one files a court action requesting a forced sale.

5. Ethan, Fiona, and Gene sign a written set of rules clarifying how

maintenance costs will be shared, how a co-owner can exit, and how disputes get resolved.
Options:
(A) Undivided Interest
(B) Right of First Refusal
(C) LLC vs. TIC
(D) Partition Action

(E) Co-Ownership Agreement

Answer Key: Chapter 26 Tenants In Common As A Vesting

Section 1: Key Terms Matching

1. Tenants in Common (TIC) — (A)
Undivided Interest — (B)
Partition Action — (C)
Alienation — (D)
LLC vs. TIC — (E)
Exit Strategy — (F)
Co-Ownership Agreement — (G)
Right of First Refusal — (H)

Section 2: Fill-in-the-Blanks

® N kWD

1. Tenants in Common

2. Alienate (their share)
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3. Partition Action
4. Co-Ownership Agreement
5. Right of First Refusal

Section 3: True or False

1. False - TIC owners can have unequal shares, and there’s no automatic right of survivorship—
each share can pass to heirs.

2. True
3. True
4. True
5. True
Section 4: Scenario-Based Matching
1. (A) Undivided Interest
2. (B) Right of First Refusal
3. (C)LLCvs. TIC
4. (D) Partition Action
5

(E) Co-Ownership Agreement

Class Presentation: Chapter 27: The Right of Survivorship Among Co-Owners
Slide 1: Key Terms

e Community Property: Property owned jointly by married couples, where each spouse owns a
50% interest.

o Fully Stepped-Up Cost Basis: A tax benefit that allows inheritors to value inherited property
based on its market value at the time of the previous owner’s death.

e Joint Tenancy: A form of co-ownership where each co-owner has an equal interest, and the right
of survivorship applies.

o Right of Survivorship: The legal right that allows a co-owner’s interest to automatically pass to
the surviving co-owners upon death.

e Vesting: The method in which an individual holds title to property.
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Slide 2: Joint Tenancy vs. Tenancy in Common vs. Community Property

e Joint Tenancy:

o Equal shares among co-owners.

o Right of survivorship applies—no probate is needed for the deceased’s share.
e Tenancy in Common (TIC):

o Co-owners hold undivided, potentially unequal shares.

o Each owner’s interest passes through their estate (probate) upon death.
o Community Property:

o Typically held by married couples with equal ownership.

o Generally, does not include a right of survivorship unless specifically titled as

"community property with right of survivorship."

Slide 3: Inheritance and Probate Considerations

e Joint Tenancy:
o The surviving co-owners automatically inherit the deceased’s share, bypassing probate.
e Tenancy in Common:
o The deceased’s interest must go through probate, unless alternative estate planning
measures (like a living trust) are in place.
o Community Property with Right of Survivorship (if applicable):
o Similar to joint tenancy, avoids probate, though standard community property transfers
may still require probate.

Slide 4: Tax Implications

e Fully Stepped-Up Cost Basis:
o In joint tenancy, only the deceased’s share receives a stepped-up basis, potentially
reducing capital gains upon sale by survivors.
e Comparative Tax Effects:
o Contrast with TIC, where each owner’s basis remains separate and must be recalculated
during probate.
e Practical Impact:
o Highlight how these differences can affect future sale or refinancing decisions.

Slide 5: Practical Considerations & Dispute Resolution

e Management & Transfer Issues:
o Discuss how co-owners may include buyout clauses or right of first refusal provisions in
TIC agreements.
e Dispute Resolution:
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o Outline common causes of conflicts (e.g., differing visions for the property, unequal
financial contributions) and how mediation or partition actions can resolve disputes.
o Estate Planning Implications:
o Briefly mention how choosing the right vesting method can simplify estate administration
and avoid unintended probate complications.

Student Exercise: Chapter 27: The Right of Survivorship Among Co-Owners

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Right of Survivorship

Joint Tenancy

Tenancy in Common (TIC)

Community Property with Right of Survivorship

Probate

Inheritance

Stepped-Up Cost Basis

® N kWD

Vesting

Definitions:

(A) The automatic transfer of a deceased co-owner’s share to the remaining co-owners,
bypassing probate.

(B) A form of co-ownership in which each owner has an equal interest, including the right of
survivorship.

(C) A form of co-ownership where owners have no right of survivorship and each share can pass
to heirs.

(D) A specialized category in some jurisdictions letting spouses hold property as community
property, but with the automatic transfer to the surviving spouse.

(E) The judicial process through which a deceased person’s estate is administered and
distributed, typically requiring a will’s validation or intestate procedures.

(F) The receipt of assets from a deceased person’s estate, often triggered by a will or state
succession laws.
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(G) An increased property value basis for inherited property, reflecting the fair market value at
the deceased’s date of death, potentially lowering capital gains when sold.

(H) The way ownership is held or titled (e.g., joint tenancy, TIC, community property)
determining rights, responsibilities, and succession.

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Right of Survivorship, Joint Tenancy,
Tenancy in Common, Community Property with Right of Survivorship, Probate, Inheritance,
Stepped-Up Cost Basis, Vesting, etc.):

1.

typically allows each co-owner an equal share and includes a right of
survivorship, so the deceased’s interest transfers automatically to the remaining owners.

Under , No automatic transfer occurs at death; a co-owner’s share goes
through their estate or will.

When spouses hold in certain jurisdictions, upon one spouse’s death,
the surviving spouse automatically acquires full ownership without probate.

Because of the , heirs receiving property often use its current market
value at the deceased’s date of death to calculate capital gains later.

When a property owner dies, any property not held with a right of survivorship generally
must pass through before new ownership is recognized.

Section 3: True or False

Circle True or False for each statement:

1. Right of survivorship ensures that a deceased co-owner’s interest immediately goes to their
heirs via probate.

o True/ False

2. Joint tenancy requires equal percentage shares among co-owners, each sharing the right of
survivorship.

o True/ False

3. Inatenancy in common, a co-owner’s share can be willed to beneficiaries because there is no
survivorship feature.

o True/ False
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4. Community property with right of survivorship bypasses probate, ensuring the surviving
spouse inherits the deceased spouse’s interest immediately.
o True/ False

5. A stepped-up cost basis can reduce a future capital gains tax burden for heirs who later sell
inherited property.

o True/False
Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the
blank.

1. Alice, Bob, and Carla own a home as co-owners with no survivorship.
When Alice dies, her 1/3 interest passes via her will.

2. Dan and Erin hold title in a marital arrangement recognized by their state.

Upon Erin’s death, Dan automatically takes full ownership with no court proceeding.

3. Frank’s father left him a property. Frank’s cost basis is revalued at the
property’s market worth when his father died, lowering future taxable gain.

4. Gina and Henry own a cabin together; each has 50%, and if Gina passes
away, Henry automatically inherits Gina’s half.

5. Ivanka’s co-owner on a commercial building died, but the property
interest didn’t transfer automatically. It went through a will and probate, consistent with the
chosen vesting method.

Options:
(A) Tenancy in Common
(B) Community Property with the Right of Survivorship
(C) Stepped-Up Cost Basis
(D) Joint Tenancy

(E) Probate Requirement (due to no survivorship)
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Answer Key: Chapter 27 The Right of Survivorship Among Co-Owners

Section 1: Key Terms Matching
1. Right of Survivorship — (A)
Joint Tenancy — (B)
Tenancy in Common (TIC) — (C)
Community Property with Right of Survivorship — (D)
Probate — (E)
Inheritance — (F)
Stepped-Up Cost Basis — (G)
Vesting — (H)
Section 2: Fill-in-the-Blanks

A R o

1. Joint Tenancy

2. Tenancy in Common

3. Community Property with Right of Survivorship
4. Stepped-Up Cost Basis

5. Probate

Section 3: True or False

1. False - (Right of survivorship avoids probate—ownership goes directly to surviving co-
owners.)

2. True
3. True
4. True
5. True
Section 4: Scenario-Based Matching

1. (A) Tenancy in Common

2. (B) Community Property with Right of Survivorship

Week 3 | Legal Aspects of Real Estate 2025 - All Rights Reserved Page 39 of 45



il

REAL ESTATE SCHOOLS

3. (C) Stepped-Up Cost Basis
4. (D) Joint Tenancy

5. (E) Probate Requirement (due to no survivorship)

Class Presentation: Chapter 28: The Statutory Purchaser’s Lien
Slide 1: Key Terms

e Lien: A legal claim or hold on a property, typically used as security for the repayment of a debt.

e Lis Pendens: A recorded notice indicating that a property is subject to a lawsuit that may affect
its title.

e Rescission: The legal remedy of canceling a contract and restoring the parties to their original
positions.

e Restoration: The process of returning parties to their pre-contractual state, usually after
rescission.

Slide 2: The Statutory Purchaser’s Lien

e Explained:
o A statutory purchaser’s lien arises when a buyer pays part or all of the purchase price but
has not yet received the deed.
e Purpose & Function:
o It secures the buyer’s financial interest in the property, preventing the seller from
transferring the property to another party.
o The lien serves as a safeguard ensuring the buyer will eventually obtain title or be
compensated if the transaction fails.

Slide 3: Rescission and Restoration

e Rescission:
o In cases of fraud, misrepresentation, or breach of contract, the buyer may seek to rescind
the contract, effectively canceling the sale.
e Restoration:
o Following rescission, restoration ensures that any payments made by the buyer are
returned, thereby restoring both parties to their original positions.
e Role of the Lien:
o The statutory purchaser’s lien supports these remedies by preserving the buyer’s right to
recover funds or enforce title delivery.
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Slide 4: Lis Pendens and Legal Proceedings

e Lis Pendens:
o Alis pendens is recorded to notify potential buyers or lenders that the property is under
litigation, which may affect its title or marketability.
e Legal Implications:
o Itacts as a public warning, protecting the buyer’s interest by discouraging further
transactions until the dispute is resolved.
e Practical Considerations:
o Recording a lis pendens can secure the buyer’s position during litigation, ensuring that
any transfer of the property does not undermine their rights.

Student Exercise: Chapter 28: The Statutory Purchaser’s Lien

Section 1: Key Terms Matching Exercise
Match each term with the correct definition by writing the corresponding letter in the blank.

1. Statutory Purchaser’s Lien

Lien

Lis Pendens

Rescission

Restoration

Recorded Notice

Equitable Remedy

® N kWD

Cloud on Title

Definitions:

(A) A legal right or claim attached to property as security for the payment of a debt or
performance of some obligation (e.g., mortgage, tax lien).

(B) A buyer’s protective interest in the property when they have paid part (or all) of the purchase
price but have not yet received the deed.

(C) The cancellation of a contract, returning parties to their original positions if a deal fails due
to fraud, misrepresentation, or breach.
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(D) A legal proceeding notice filed in public records to alert potential buyers or lenders that the
property’s title is subject to a pending lawsuit.

(E) The process of returning parties to their pre-contract state (e.g., returning purchase funds to a
buyer, restoring the seller’s property rights).

(F) A general term for any issue or notice that complicates or makes uncertain the ownership
status of real property.

(G) A ruling or action by a court based on fairness rather than strictly legal rules, potentially
requiring contract performance, reformation, or restitution.

(H) The act of filing or entering a document into public records (e.g., with the county recorder)
to give constructive notice of its contents.

Section 2: Fill-in-the-Blanks

Complete the sentences below using the correct key terms (Statutory Purchaser’s Lien, Lien, Lis
Pendens, Rescission, Restoration, Recorded Notice, Equitable Remedy, Cloud on Title, etc.):

I. A arises when a buyer pays some or all of the purchase price but does not
yet receive the deed, securing their financial interest.

2. Filing a alerts the world that litigation affecting title is in progress,
deterring further property transfers.

3. of a contract places both parties back to their original status, often
accompanied by (e.g., returning the deposit to the buyer).

4. A might prevent a buyer from securing financing until the underlying

dispute is cleared (e.g., an unrecorded claim or unpaid lien).

5. Courts can apply an to ensure fairness—like reformation of a deed or

enforcing a statutory purchaser’s lien—to protect the buyer’s interest.
Section 3: True or False

Circle True or False for each statement:

1. A statutory purchaser’s lien automatically conveys full title to the buyer if the seller breaches
the contract.

o True/ False

2. Alis pendens is recorded to provide constructive notice of ongoing litigation that may affect
the property’s title.
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o True/ False

3. Rescission and restoration require returning parties to exactly how they were before the
contract, including refunding money and relinquishing any claim on the property.

o True/ False

4. When a lien is recorded, it remains a private arrangement not visible in public real estate
records.

o True/ False

5. Acloud on title can arise from a dispute, unnoticed lien, or any fact casting doubt on clear
ownership.

o True/False
Section 4: Scenario-Based Matching

Match each real-world scenario with the correct principle by writing the corresponding letter in the
blank.

1. Alice buys a home, pays half the purchase price up front, but the seller
disappears, failing to deliver the deed. Alice asserts this legal mechanism to protect her
interest.

2. Bob records a document in public records indicating a pending lawsuit

over ownership of the property, warning potential buyers.

3. Carla discovers a hidden mortgage the seller never cleared. This

complicates title and might deter lenders until resolved.

4. Daniel and Eva realize their purchase contract was signed under false
pretenses. A court cancels the deal, ordering them to return all payments and the property’s

possession.

5. Frank obtains a court order forcing the seller to restore his down payment
after the seller breached, returning both parties to their initial positions.

Options:
(A) Statutory Purchaser’s Lien
(B) Lis Pendens
(C) Cloud on Title

(D) Rescission
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(E) Restoration

Answer Key: Chapter 28 The Statutory Purchaser’s Lien

Section 1: Key Terms Matching
1. Statutory Purchaser’s Lien — (B)
Lien—(A)
Lis Pendens — (D)
Rescission — (C)
Restoration — (E)
Recorded Notice — (H)
Equitable Remedy — (G)
Cloud on Title — (F)

® N kWD

Section 2: Fill-in-the-Blanks
1. Statutory Purchaser’s Lien
2. Lis Pendens
3. Rescission; Restoration
4. Cloud on Title
5. Equitable Remedy
Section 3: True or False

1. False - (4 statutory purchasers lien only secures the buyers financial interest, it doesn t
automatically convey title.)

2. True
3. True
4. False - (Recording a lien does make it part of public records, giving constructive notice.)
5. True

Section 4: Scenario-Based Matching

1. (A) Statutory Purchaser’s Lien
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2. (B) Lis Pendens

3. (C) Cloud on Title
4. (D) Rescission
5

. (E) Restoration
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