
  



 
 

 

Week 2 | Real Estate Principles                            2025 - All Rights Reserved  Page 1 of 55 

 
Table of Contents 

 
Chapter 18 - Lead-Based Paint Disclosures        Pg.02 
Chapter 19 - Prior Occupant's Use, Affliction, and Death      Pg.11 
Chapter 20 - Marketing Condominium Units       Pg.13 
Chapter 21 - The Home Inspection Report (HIR)       Pg.17 
Chapter 22 - Structural Pest Control Reports and Repairs      Pg.19 
Chapter 23 - Due Diligence Obligations        Pg.23 
Chapter 24 - Listings as Employment        Pg.26 
Chapter 25 - Operating Under a Buyer’s Listing       Pg.30 
Chapter 26 - Finders: A Non-licensee Referral Service      Pg.30 
Chapter 27 - The Purchase Agreement       Pg.37 
Chapter 28 - Agency Confirmation Provision       Pg.40 
Chapter 29 - The Appraisal Report        Pg.41 
Chapter 30 - Escrow, the Way to Perform        Pg.45 
Chapter 31 - Basics of California Real Estate Law       Pg.48 
Chapter 32 - The Real Estate Exists         Pg.51 
Chapter 33 - Title: Fee vs. Leasehold        Pg.54 
Chapter 34 - The Tenancies in Real Estate        Pg.57 
Chapter 35 - Tenant Leasehold Improvements       Pg.59 
Chapter 36 - Water Rights          Pg.62 

 

  



 
 

 

Week 2 | Real Estate Principles                            2025 - All Rights Reserved  Page 2 of 55 

Class Presentation: Chapter 18 - Lead-Based Paint Disclosures  
Slide 1: Learning Objectives: 

• Lead-Based Paint Disclosures: Understand federal requirements and buyer rights for pre-1978 
homes. 

• Prior Occupant Disclosures: Learn legal obligations for deaths, afflictions, and their material 
impact. 

• Marketing Condominium Units: Evaluate HOA management, financial obligations, and key 
documents. 

• Home Inspection Reports (HIR): Use HIRs to ensure transparency and identify material defects. 

• Structural Pest Control (SPC) Reports: Distinguish between Section I and Section II issues and 
their resolutions. 

• Purchase Agreements: Master essential components, contingencies, and disclosures. 

• Agency Roles: Clarify responsibilities of buyer's agents, seller's agents, and dual agents. 

• Escrow Process: Understand escrow instructions, proration, and the role of escrow officers. 

• Water Rights: Differentiate between riparian, overlying, and prescriptive rights in property 
transactions. 

• Tenancies and Leaseholds: Recognize the distinctions between fee estates and leasehold estates. 

Slide 2: Key Terms 

• Lead-Based Paint: 
A type of paint containing lead, banned in 1978 due to its toxic effects on human health. 
Properties built before 1978 are likely to contain lead-based paint, requiring disclosure. 

• Lead-Based Paint Disclosure: 
A federally mandated form that informs buyers of the risks associated with lead-based paint in 
pre-1978 homes. Buyers have a 10-day period to conduct a lead inspection. 

Slide 3: Federal Lead-Based Paint Disclosure Requirements 

• Seller’s Responsibilities: 
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o Sellers of pre-1978 homes must provide the Lead-Based Paint Disclosure form and 
inform buyers of any known lead hazards. 

o Sellers are not obligated to remove lead-based paint but must disclose its presence and 
any associated risks. 

• Buyer’s Right to Inspection: 
o Buyers have a 10-day period to inspect the property for lead-based paint hazards before 

finalizing the purchase. They can choose to waive this right if agreed upon with the seller. 

Student Exercise: Chapter 18 Lead-Based Paint Disclosures 
Slide 1: Learning Objectives 

Lead-Based Paint Disclosures 

1. What year triggers the federal requirement for lead-based paint disclosures in residential 
properties? 

Answer:              

2. What are buyers entitled to before purchasing a home built before 1978? 

Answer:              

3. What document must sellers provide to comply with lead-based paint disclosure laws? 

Answer:              

Prior Occupant Disclosures 

4. What are the legal disclosure requirements regarding prior occupant deaths in a property? 

Answer:              

5. When might a prior occupant’s health condition need to be disclosed? 

Answer:              

6. How does the material impact of prior events determine disclosure obligations? 

Answer:              

Marketing Condominium Units 

7. What is the role of the HOA in managing a condominium property? 
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Answer:              

8. List three financial obligations that condominium owners typically have to their HOA. 

Answer:              

9. What documents must be provided to a prospective buyer of a condominium unit? 

Answer:              

Home Inspection Reports (HIR) 

10. What is the primary purpose of a home inspection report (HIR)? 

Answer:              

11. What should a buyer do if a home inspection report identifies material defects? 

Answer:              

12. What is the agent’s responsibility in reviewing a home inspection report with the buyer? 

Answer:              

Structural Pest Control (SPC) Reports 

13. What is the difference between Section I and Section II items on a structural pest control 
report? 

Answer:              

14. Who typically pays for resolving Section I items in a real estate transaction? 

Answer:              

15. Why is it important to address Section II items even if they are not required to close escrow? 

Answer:              
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Purchase Agreements 

16. List three essential components of a real estate purchase agreement. 

Answer:              

17. What is a contingency in a purchase agreement, and why is it important? 

Answer:              

18. Provide an example of a common disclosure included in a purchase agreement. 

Answer:              

Agency Roles 

19. What are the primary responsibilities of a buyer’s agent? 

Answer:              

20. How does a dual agent balance duties to both buyer and seller? 

Answer:              

21. What is required to establish agency representation in a real estate transaction? 

Answer:              

Escrow Process 

22. What is the role of an escrow officer in a real estate transaction? 

Answer:              

23. Explain how proration is handled during escrow. 

Answer:              

24. What is the purpose of escrow instructions, and who provides them? 

Answer:              

Water Rights 

25. Define riparian water rights. 

Answer:              

26. What distinguishes overlying rights from prescriptive water rights? 



 
 

 

Week 2 | Real Estate Principles                            2025 - All Rights Reserved  Page 6 of 55 

Answer:              

27. Provide an example of when water rights might impact a property transaction. 

Answer:              

Tenancies and Leaseholds 

28. What is the key difference between a fee estate and a leasehold estate? 

Answer:              

29. List and define the four types of leasehold estates. 

Answer:              

30. What rights does a tenant have under a leasehold estate? 

Answer:              

Slide 2: Key Terms 
Match the key terms with their definitions: 

1. ______ Lead-Based Paint 

2. ______ Lead-Based Paint Disclosure 

Definitions: 

(A) Paint containing toxic lead, banned in 1978, often found in older homes. 

(B) A federally mandated form that informs buyers of lead hazards. 

Slide 3: Federal Lead-Based Paint Disclosure Requirements 
True or False:     

1. Sellers are obligated to remove lead-based paint before selling their property. 

Answer Key: Chapter 18 
Slide 1: Learning Objectives 

Lead-Based Paint Disclosures 
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1. What year triggers the federal requirement for lead-based paint disclosures in residential 
properties? 

a. Answer: 1978 

2. What are buyers entitled to before purchasing a home built before 1978? 

a. Answer: A lead-based paint disclosure, a copy of the EPA pamphlet "Protect Your Family 
from Lead in Your Home," and a 10-day opportunity to conduct a lead-based paint 
inspection. 

3. What document must sellers provide to comply with lead-based paint disclosure laws? 

a. Answer: Lead-Based Paint Disclosure Form.  

Prior Occupant Disclosures 

4. What are the legal disclosure requirements regarding prior occupant deaths in a property? 

a. Answer: Deaths occurring within the past three years must be disclosed, unless caused by 
AIDS (protected under fair housing laws). 

5. When might a prior occupant’s health condition need to be disclosed? 

a. Answer: Only if it directly affects the material condition of the property (e.g., exposure to 
hazardous conditions). 

6. How does the material impact of prior events determine disclosure obligations? 

a. Answer: If the event materially affects the property's value or desirability, disclosure is 
required. 

Marketing Condominium Units 

7. What is the role of the HOA in managing condominium property? 

a. Answer: The HOA oversees maintenance of common areas, enforces CC&Rs, and 
manages finances, including reserve funds. 

8. List three financial obligations that condominium owners typically have to their HOA. 

a. Answer: Monthly dues, special assessments, and reserve fund contributions. 

9. What documents must be provided to a prospective buyer of a condominium unit? 

a. Answer: CC&Rs, HOA bylaws, financial statements, and the HOA budget. 
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Home Inspection Reports (HIR) 

10. What is the primary purpose of a home inspection report (HIR)? 

a. Answer: To identify material defects in the property and provide transparency for buyers. 

11. What should a buyer do if a home inspection report identifies material defects? 

a. Answer: Negotiate repairs, request a credit, or decide whether to proceed with the 
transaction. 

12. What is the agent’s responsibility in reviewing a home inspection report with the buyer? 

a. Answer: Ensure the buyer understands the report's findings and advises on possible next 
steps. 

Structural Pest Control (SPC) Reports 

13. What is the difference between Section I and Section II items on a structural pest control report? 

a. Answer: Section I items are active infestations or damage, while Section II items are 
potential issues that could lead to damage. 

14. Who typically pays for resolving Section I items in a real estate transaction? 

a. Answer: Traditionally, the seller is responsible, but this is negotiable. 

15. Why is it important to address Section II items even if they are not required to close escrow? 

a. Answer: To prevent future damage or costly repairs. 

Purchase Agreements 

16. List three essential components of a real estate purchase agreement. 

a. Answer: Purchase price, property description, and contingencies. 

17. What is a contingency in a purchase agreement, and why is it important? 

a. Answer: A contingency is a condition that must be met for the transaction to proceed, 
such as financing approval or inspection results, protecting the buyer or seller. 

18. Provide an example of a common disclosure included in a purchase agreement. 

a. Answer: The Transfer Disclosure Statement (TDS). 

Agency Roles 
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19. What are the primary responsibilities of a buyer’s agent? 

a. Answer: Representing the buyer’s interests, negotiating on their behalf, and providing 
advice on the property and transaction. 

20. How does a dual agent balance duties to both buyer and seller? 

a. Answer: By maintaining neutrality, fully disclosing the dual agency relationship, and not 
favoring one party over the other. 

21. What is required to establish agency representation in a real estate transaction? 

a. Answer: A written agreement, such as a listing agreement or buyer-broker agreement, or 
implied consent through actions. 

Escrow Process 

22. What is the role of an escrow officer in a real estate transaction? 

a. Answer: To act as a neutral third party, manage funds and documents, and ensure all 
conditions of the contract are met before closing. 

23. Explain how proration is handled during escrow. 

a. Answer: Proration involves dividing property expenses (e.g., property taxes, HOA dues) 
between buyer and seller based on the closing date. 

24. What is the purpose of escrow instructions, and who provides them? 

a. Answer: Escrow instructions detail the terms and conditions of the transaction; they are 
provided by the buyer and seller, often through their agents. 

Water Rights 

25. Define riparian water rights. 

a. Answer: Riparian rights allow property owners adjacent to a water source to reasonable 
use of the water as long as it does not harm downstream users. 

26. What distinguishes overlying rights from prescriptive water rights? 

a. Answer: Overlying rights apply to property owners over a groundwater basin, while 
prescriptive rights are acquired through prolonged, open, and adverse use of water. 

27. Provide an example of when water rights might impact a property transaction. 
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a. Answer: When a property depends on access to a shared well or stream for irrigation or 
drinking water. 

Tenancies and Leaseholds 

28. What is the key difference between a fee estate and a leasehold estate? 

a. Answer: A fee estate represents ownership, while a leasehold estate represents the right to 
possess and use property without ownership. 

29. List and define the four types of leasehold estates. 
Answer:  

a. Estate for years: Fixed-term lease. 

b. Periodic tenancy: Lease renews automatically (e.g., month-to-month). 

c. Tenancy at will: Lease can be terminated at any time by either party. 

d. Tenancy at sufferance: Tenant remains after lease expires without permission. 

30. What rights does a tenant have under a leasehold estate? 

a. Answer: The right to possession and use of the property, as defined by the lease 
agreement. 
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Slide 2: Key Terms Matching 

1. A 

2. B 

Slide 3: Federal Requirements 
1. False 

Class Presentation: Chapter 19: Prior Occupant's Use, Affliction, and Death 
Slide 1: Key Terms 

• Material Fact: 
A fact that, if known, could influence a buyer's decision to offer, continue a transaction, or 
the price they are willing to pay for a property. 

• Transfer Disclosure Statement (TDS): 
A required document in real estate transactions that discloses known material facts and 
defects of the property to prospective buyers. 

Slide 2: Disclosing Deaths and Afflictions on a Property 
• Disclosure Obligations: 

o California law generally requires the disclosure of a death on the property if it 
occurred within three years of the buyer's offer. 

o However, if the death has a significant effect on the market value, such as a notorious 
or stigmatized event, it must be disclosed regardless of the time frame. 

• Impact of HIV or AIDS: 

o Deaths related to HIV or AIDS do not need to be disclosed, as per California law, 
unless requested directly by the buyer. 

Slide 3: Buyer Inquiries and Agent Responsibilities 
• Direct Buyer Inquiries: 

o If a buyer directly asks about prior deaths, the agent is required to answer truthfully. 
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o Failure to disclose material facts in response to a direct inquiry may result in legal 
consequences for the agent. 

• Material Facts and Emotional Impact: 

o While deaths may not always affect the physical condition of a property, they can 
impact a buyer’s emotional decision and the property’s perceived value, making them 
a material fact. 

Student Exercise: Chapter 19: Prior Occupant’s Use, Affliction, and Death 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Material Fact 

2. ______ Transfer Disclosure Statement (TDS) 

Definitions: 

(A) A document disclosing material facts and defects of a property. 

(B) Information that could influence a buyer’s decision in a transaction. 

Slide 2: Buyer Inquiries 
True or False:     

1. Agents are required to disclose a prior occupant’s affliction only if it impacts the property’s 
value. 

Answer Key: Chapter 19 
Slide 1: Key Terms Matching 

1. B 

2. A 
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Slide 2: Buyer Inquiries 
1. False 

Class Presentation: Chapter 20 - Marketing Condominium Units &  
Slide 1: Key Terms 

• Homeowners' Association (HOA): 
Organization responsible for managing the operations, maintenance, and finances of a 
condominium development. 

• Pro Forma Operating Budget: 
Financial projection of the HOA’s income and expenses, including reserves for future repairs, 
required for transparency in property marketing. 

• Regular Assessments: 
Monthly HOA fees paid by owners for routine operational expenses (e.g., landscaping, 
maintenance). 

• Special Assessment: 
Additional fees charged by the HOA for unexpected repairs or improvements exceeding 
budgeted reserves. 

• Extraordinary Expense: 
Significant, unexpected costs, often emergency-related (e.g., natural disasters), requiring special 
assessments or increased fees. 

Slide 2: Role of the HOA in Marketing 

• Key Responsibilities: 
o Maintenance: Managing and repairing common areas (e.g., pools, gyms, landscaping). 
o Rule Enforcement: Ensuring owners comply with community rules and regulations. 
o Financial Oversight: Handling assessments, reserves, and budgets for repairs and 

improvements. 
• Impact on Marketing: 

o Buyers evaluate the HOA’s management quality through financial documents, including 
the pro-forma operating budget and reserve fund reports. 
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Slide 3: Financial Documents for Buyers 

• Pro Forma Operating Budget: 
o Includes estimated income and expenses for the upcoming fiscal year. 
o Highlights the HOA’s reserves for major repairs and replacements. 
o A key document for assessing the financial health of the HOA. 

• Reserve Study: 
o Evaluates the adequacy of funds for long-term maintenance. 
o Indicates whether special assessments may be needed. 

• HOA Meeting Minutes: 
o Provide insights into past decisions, upcoming expenses, and disputes within the 

community. 

Slide 4: Types of Assessments 

• Regular Assessments: 
o Monthly fees for recurring expenses like landscaping, utilities, and building maintenance. 

• Special Assessments: 
o One-time charges for major projects (e.g., roof replacement, structural repairs). 

• Extraordinary Expenses: 
o Unexpected costs resulting from emergencies, such as storm damage or lawsuits. 
o Can lead to increased special assessments for owners. 

Slide 5: Financial Challenges for Buyers 

• Buyer Considerations: 
o Assess the HOA’s reserve levels to avoid unexpected financial burdens. 
o Be aware of recent or planned special assessments. 
o Understand the HOA’s history of financial management (e.g., has it consistently under-

budgeted?). 
• Red Flags: 

o Low reserves or frequent special assessments. 
o Disputes among HOA members or between the HOA and owners. 

Slide 6: Benefits and Challenges of Condominium Ownership 

• Benefits: 
o Shared amenities and common area maintenance managed by the HOA. 
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o Increased property value through well-maintained developments. 
• Challenges: 

o Ongoing financial obligations (e.g., assessments). 
o Potential disagreements with the HOA over rules or fees. 

Slide 7: Key Tips for Marketing Condominium Units 

• Highlight Financial Stability: 
o Emphasize a strong reserve fund and low history of special assessments. 

• Promote HOA Amenities: 
o Showcase well-maintained facilities like gyms, pools, or community centers. 

• Transparency: 
o Provide prospective buyers with all relevant HOA documents, including budgets, reserve 

studies, and meeting minutes. 

Student Exercise: Chapter 20: Marketing Condominium Units 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Homeowners’ Association (HOA) 

2. ______ Special Assessments 

Definitions: 

(A) Organization responsible for managing a condominium’s maintenance and finances. 

(B) Additional fees for unexpected repairs or major improvements. 

Slide 2: HOA Challenges for Buyers 
True or False:     

1. Buyers can be exempt from special assessments by joining the HOA late. 
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Answer Key: Chapter 20 
Slide 1: Key Terms Matching 

1. A 

2. B 

Slide 2: HOA Challenges for Buyers 
1. False 

Class Presentation: Chapter 21: The Home Inspection Report (HIR) 
Slide 1: Key Terms 

• California Home Energy Rating System (HERS): A system certified by the California Energy 
Commission to measure a home's energy efficiency. 

• Home Inspection Report (HIR): A detailed report prepared by a home inspector, highlighting 
physical defects affecting a property’s safety, habitability, or value. 

• Home Energy Audit: An evaluation of a home’s energy efficiency conducted by a certified 
Home Energy Rater, offering actionable energy improvement recommendations. 

• Material Defect: A significant condition impacting a property’s value or desirability that could 
influence a buyer’s decision. 

Slide 2: Purpose and Importance of an HIR 

• Risk Mitigation: 
o For Sellers: Reduces liability by disclosing defects upfront. 
o For Buyers: Provides clarity on property conditions before purchase. 

• Attachment to the TDS: 
o Often included in the Transfer Disclosure Statement (TDS), ensuring buyers have a 

complete view of the property. 
• Role of the Home Inspector: 

o Inspects mechanical, electrical, and structural systems. 
o Typically performed by a general contractor, engineer, or pest control operator. 
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Slide 3: Case Study: Incomplete Disclosure of HIR Findings 

• Scenario: 
o A seller receives an HIR that identifies faulty electrical wiring in an older home, posing a 

fire hazard. Instead of disclosing this defect in the TDS, the seller omits the issue to avoid 
costly repairs. After purchase, the buyer experiences a small electrical fire and sues the 
seller for non-disclosure. 

• Takeaway: 
o Sellers must disclose all material defects identified in the HIR to avoid legal disputes and 

liabilities. 

Student Exercise: Chapter 21: The Home Inspection Report (HIR) 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Home Inspector 

2. ______ Material Defect 

Definitions: 

(A) A licensed professional assessing property conditions. 

(B) A condition significantly affecting a property’s value or safety. 

Answer Key: Chapter 21 
Slide 1: Key Terms Matching 

1. A 

2. B 
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Class Presentation: Chapter 22: Structural Pest Control Reports and Repairs 
Slide 1: Key Terms 

• Structural Pest Control (SPC) Report: Identifies infestations, damage, or conditions leading to 
infestations of wood-destroying organisms like termites. 

• Inaccessible Areas: Property areas that cannot be inspected without altering the structure, such as 
sealed attics or non-crawlable spaces. 

• Pest Control Certification: Indicates a property is free of infestations in visible and accessible 
areas (termite clearance). 

• Separated Report: Divided into: 
o Section I: Active infestations or damage requiring immediate attention. 
o Section II: Conditions that could lead to future infestations. 

Slide 2: Structure of the SPC Report 
1. Section I – Active Infestations: 

o Examples: 

 Termite colonies in exposed wood framing. 

 Dry rot or fungus damage to wooden decks. 

 Carpenter ant activity in structural beams. 

2. Section II – Conditions Leading to Infestations: 

o Examples: 

 Poor drainage causing water pooling near the foundation. 

 Wood-to-soil contact on exterior siding. 

 Unsealed attic vents allowing pest entry. 

• Benefits of a Separated Report: 

o Differentiates urgent issues (Section I) from preventive measures (Section II). 

o Allows informed decision-making and negotiation. 
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Slide 3: Case Study: SPC Report and Missed Repairs 
• Scenario: 

o A buyer’s SPC report identified dry rot on a wooden deck (Section I) and wood-to-soil 
contact on a fence post (Section II). The seller repaired the fence but not the deck, and the 
buyer was not informed of this selective repair. After closing, the deck required extensive 
work, costing the buyer thousands. The buyer sued, citing incomplete disclosure. 

• Takeaway: 

o Sellers must fully disclose all issues from the SPC report and ensure repair updates are 
documented and shared with the buyer. 

Slide 4: Role of Agents and Sellers 
1. Agent’s Role: 

o Encourage sellers to order an SPC report early. 

o Include SPC findings in disclosure documents for transparency. 

2. Seller’s Responsibilities: 

o Disclose all known infestations or damage, even if not repaired. 

o Address Section I issues proactively to enhance marketability and prevent delays in 
escrow. 

Slide 5: Legal and Market Considerations 
• Liability and Disclosures: 

o Sellers must disclose all pest-related issues, even if left unresolved. 

o Providing a Pest Control Certification reduces liability for both sellers and agents. 

• Market Impact: 

o Properties with termite clearance certificates and completed repairs are more attractive to 
buyers. 

Slide 6: Benefits of Pest Control Certification 
• For Buyers: 
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o Ensures the property is pest-free in visible and accessible areas. 

o Reduces unexpected repair costs after purchase. 

• For Sellers: 

o Facilitate smoother transactions with fewer negotiations. 

o Demonstrates proactive property maintenance. 

Slide 7: Practical Advice for Real Estate Professionals 
• Best Practices: 

o Include SPC inspections in purchase agreements to clarify pest-related responsibilities. 

o Collaborate with licensed pest control companies to ensure accurate and thorough reports. 

o Resolve Section I issues early to prevent complications during escrow. 

Student Exercise: Chapter 22: Structural Pest Control Reports and Repairs 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Section I 

2. ______ Pest Control Certification 

Definitions: 

(A) Indicates current pest issues requiring repair. 

(B) Confirms the absence of visible infestations. 

Answer Key: Chapter 22 
Slide 1: Key Terms Matching 

1. A 

2. B 
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Class Presentation: Chapter 23: Due Diligence Obligations 
Slide 1: Key Terms 

• Due Diligence: 
The ongoing efforts by brokers and agents to gather material facts and fulfill the objectives of 
their client under an exclusive employment agreement. 

• Best Effort Obligation: 
Limited responsibility under open listings, requiring brokers to act only when a lead or 
opportunity arises. 

• Annual Property Operating Data (APOD) Sheet: 
A worksheet summarizing the income and expenses of income-producing property, used to 
evaluate investment potential. 

• Natural Hazard Disclosure (NHD): 
A mandatory report that identifies risks like flood zones or fire hazards affecting a property. 

• Seller’s Net Sheet: 
A financial breakdown prepared by the seller’s agent outlining net proceeds from a sale after 
deducting expenses. 

• Marketing Package: 
A property information package prepared by the seller’s agent, including disclosures and 
relevant data for potential buyers. 

• Material Fact: 
Any fact that might influence a buyer or seller’s decision regarding the price or terms of a 
transaction. 

Slide 2: Importance of Due Diligence 

• Exclusive Listings: 
o Brokers are obligated to market the property actively, gather relevant data, and provide 

full representation. 
o Includes compiling all material facts, preparing disclosures, and maintaining client 

communication. 
• Open Listings: 

o Limited obligation to act unless negotiations begin or a specific inquiry is made. 
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o Once engaged, brokers must act with care and protect the client’s interests. 

Slide 3: Core Activities in Due Diligence 

• Gathering Property Information: 
o Obtain property profiles, title reports, and necessary inspections like pest or home 

inspections. 
o Verify encumbrances, use restrictions, and zoning conditions. 

• Preparing Disclosures: 
o Include the Transfer Disclosure Statement (TDS), NHD, and marketing package. 

• Maintaining Client Files: 
o Document all actions, communications, and reports related to the listing. 
o Ensure files are retained for at least three years as required by law. 

Slide 4: Best Effort Obligation vs. Due Diligence 

• Best Effort Obligation: 
o Applies to open listings; brokers act only when opportunities arise. 
o No proactive efforts are required unless a potential match is identified. 

• Due Diligence in Exclusive Listings: 
o Brokers must actively pursue the client’s objectives, ensuring all property and 

transaction-related details are addressed. 

Slide 5: Legal and Ethical Considerations 

• Fiduciary Duty: 
o Brokers owe their clients loyalty, transparency, and diligent care throughout the listing 

period. 
• Legal Compliance: 

o Accurate and complete disclosures reduce the risk of disputes or legal challenges. 
o Ensure compliance with state regulations for documents like the NHD and APOD. 

Slide 6: Tools and Checklists 

• Client File Essentials: 
o Original listing agreement, addenda, and disclosures. 
o Weekly updates on marketing efforts and client communications. 

• Checklists for Due Diligence: 
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o Ensure consistency and thoroughness in gathering property information and preparing 
documents. 

Student Exercise: Chapter 23: Due Diligence Obligations 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Natural Hazard Disclosure (NHD) 

2. ______ Annual Property Operating Data (APOD) 

Definitions: 

(A) A mandatory report identifying risks like floods or earthquakes. 

(B) A summary of income and expenses for income-producing properties. 

Answer Key: Chapter 23 
Slide 1: Key Terms Matching 

1. A 

2. B 

Class Presentation: Chapter 24: Listings as Employment 
Slide 1: Key Terms 

• Listing Agreement: 
A written employment contract between a client and a licensed broker authorizing the broker to 
provide real estate services. 

• Employment Relationship: 
Specifies the broker’s scope of activities and services in exchange for compensation. 

• Agency Relationship: 
A legal relationship requiring the broker to act as a fiduciary on behalf of the client. 
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• Fiduciary Duty: 
The obligation of the broker to act with the utmost good faith, loyalty, and full disclosure toward 
the client. 

• Exclusive Right-to-Sell Listing: 
Grants the broker the right to earn a fee regardless of who sells the property during the listing 
period. 

• Open Listing: 
Allows multiple brokers to represent the seller; only the broker who procures the buyer earns a 
fee. 

• Net Listing: 
A listing where the broker’s fee is the difference between the sale price and a specified amount 
to the seller. 

• Full Listing Offer: 
An offer that meets all the terms outlined in the listing agreement. 

Slide 2: Overview of Listing Agreements 

• Purpose: 
o Creates a contractual relationship for brokers to market, sell, or lease properties on behalf 

of clients. 
• Scope of Services: 

o Includes property marketing, buyer negotiations, and disclosure of offers. 
• Types of Listing Agreements: 

o Exclusive Listings: Broker has sole representation rights. 
o Open Listings: Non-exclusive agreements with multiple brokers. 

Slide 3: Types of Exclusive Listings 

• Exclusive Agency Listing: 
o Broker earns a fee only if they procure the buyer. 
o Seller retains the right to sell independently without owing a commission. 

• Exclusive Right-to-Sell Listing: 
o Most common type, ensures the broker earns a commission regardless of who finds the 

buyer. 
o Provides brokers with the strongest incentive to market the property. 
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Slide 4: Open Listings 

• Definition: 
o Non-exclusive agreement where the seller can work with multiple brokers. 

• Features: 
o Only the broker who secures the buyer earns the commission. 
o Seller can sell independently without paying a fee. 

Slide 5: Broker Obligations and Legal Considerations 

• Fiduciary Responsibilities: 
o Loyalty, care, confidentiality, and full disclosure to the client. 

• Disclosure Requirements: 
o Brokers must inform clients of all offers and material changes during the listing period. 

• Recordkeeping: 
o Brokers must maintain records of all listing-related activities for a minimum of three 

years. 
• Termination Clauses: 

o Some agreements include a termination-of-agency clause that may require the client to 
pay fees upon early cancellation. 

Slide 6: Legal Protection for Brokers 

• Written Agreement Requirement: 
o Fee provisions must be documented in writing and signed by the client, if they are not in 

writing it does not exist. 
• Safety Clause: 

o Allows brokers to claim a commission fee if a buyer they introduced to a property within 
the listing agreement period purchases the property, even after the listing expires to 
ensure they are compensated for their efforts. 

Slide 7: Advantages of Exclusive Listings 

• For Brokers: 
o Greater motivation to invest in marketing efforts due to guaranteed commission structure. 

• For Clients: 
o Ensures dedicated service from the broker, enhancing the chances of a successful sale. 
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Slide 8: Additional Listing Variations 

• Net Listing: 
o Riskier arrangement where the broker’s fee depends on achieving a sale price above a 

predetermined net amount for the seller. 
• Guaranteed Sale Listing: 

o The broker agrees to purchase the property if it does not sell within the listing period. 

Student Exercise: Chapter 24: Listings as Employment 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Listing Agreement 

2. ______ Exclusive Right-to-Sell Listing 

3. ______ Open Listing 

Definitions: 

(A) Grants the broker the exclusive right to earn a fee regardless of who procures the buyer. 

(B) A non-exclusive agreement where only the broker who procures the buyer earns the 
commission. 

(C) A written employment contract between a client and a licensed broker. 

Slide 2: Broker Obligations 
True or False:     

1. Brokers must disclose all offers to their clients during the listing period. 

Answer Key: Chapter 24 
Slide 1: Key Terms Matching 

1. C 
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2. A 

3. B 

Slide 2: Broker Obligations 
1. True 

Class Presentation: Chapter 25: Operating Under a Buyer’s Listing 
Slide 1: Key Terms 

• Bilateral Employment Agreement: A written agreement where the broker is obligated to actively 
locate properties for the buyer in exchange for a guaranteed fee. 

• Exclusive Right-to-Buy Listing Agreement: A formal contract ensuring the broker is 
compensated for their efforts when the buyer acquires property during the listing period. 

• Safety Clause: A provision protecting the broker's right to compensation for properties 
introduced during the listing period, even if purchased afterward. 

• Unilateral Employment Agreement: An informal agreement where the broker’s obligations begin 
only when specific actions are performed, common with open listings. 

• Real Estate Owned (REO) Property: Property owned by a lender after foreclosure and not sold at 
auction. 

Slide 2: Purpose and Importance of Buyer’s Listing Agreements 

• Exclusive Agreements: 
o Encourage brokers to invest time and resources in locating properties. 
o Foster commitment from both parties for successful transactions. 

• Protection for Brokers: 
o Ensures brokers are compensated for their services. 
o Discourages buyers from bypassing agents after receiving assistance. 

Slide 3: Types of Buyer’s Listing Agreements 

• Exclusive Right-to-Buy Listing: 
o The buyer commits to working exclusively with one broker. 
o The broker is guaranteed compensation if the buyer purchases a property during the 

listing period. 
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• Open Listing: 
o Buyers may work with multiple brokers, and only the broker who secures the deal earns a 

commission. 
o No guaranteed compensation for brokers, leading to limited effort on their part. 

Slide 4: Broker’s Legal Responsibilities 

• Due Diligence: 
o Brokers must actively search for suitable properties and provide updates on progress. 
o Maintain detailed records of all activities and communications during the listing period. 

• Safety Clause Protection: 
o Allows brokers to secure compensation for properties introduced during the listing 

period, even if purchased after the agreement expires. 

Slide 5: Benefits for Buyers and Brokers 

• For Buyers: 
o Dedicated assistance in finding properties that meet their needs. 
o Expert negotiation and evaluation of potential purchases. 

• For Brokers: 
o Guaranteed compensation incentivizes thorough property searches and advocacy. 
o Avoids exploitation of services by non-committed buyers. 

Slide 6: Common Challenges and Resolutions 

• Unlisted Buyers: 
o Buyers refusing to sign agreements may indicate a lack of commitment. 
o Brokers should clarify the value of formal agreements for mutual success. 

• Fee Disputes: 
o Ensuring clarity in fee structures and safety clauses minimizes conflicts. 

• REO Properties: 
o Additional diligence required for bank-owned properties due to unique legal and financial 

conditions. 
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Student Exercise: Chapter 25: Operating Under a Buyer’s Listing 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Exclusive Right-to-Buy Listing 

2. ______ Safety Clause 

Definitions: 

(A) Protects the broker's right to compensation for properties introduced during the agreement 
period. 

(B) Ensures the broker receives compensation if the buyer purchases a property during the listing 
period. 

Answer Key: Chapter 25 
Slide 1: Key Terms Matching 

1. B 

2. A 

Class Presentation: Chapter 26: Finders: A Non-licensee Referral Service 
Slide 1: Key Terms 

• Finder: An unlicensed individual who identifies and refers potential clients to brokers, agents, or 
principals in exchange for a fee. 

• Finder’s Fee: Compensation paid to a finder for introducing a client or participant in a real estate 
transaction. 

• Fee-Splitting: The distribution of brokerage fees between brokers or between brokers and their 
employed finders. 
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• Fiduciary Duty: The legal obligation of brokers to act in their client’s best interest; does not 
apply to finders. 

• Real Estate Settlement Procedures Act (RESPA): Federal law regulating referral fees and 
limiting unlicensed individuals' roles in federally related real estate transactions. 

Slide 2: Role and Limitations of Finders 

• Permissible Activities: 
o Introduce parties and provide contact information for potential clients. 
o Enter into Finder’s Fee Agreements for compensation. 
o Perform referrals on an occasional and nonrecurring basis. 

• Prohibited Activities: 
o Soliciting clients or engaging in any negotiations. 
o Discussing property details, prices, or transaction terms. 
o Acting beyond the scope of introducing parties, which requires a real estate license. 

Slide 3: Legal Considerations for Brokers 

• RESPA Compliance: 
o Prohibits paying referral fees in federally related transactions, such as those involving 

one-to-four-unit residential properties financed with federally-backed loans. 
o Exceptions include non-RESPA transactions (e.g., commercial properties, cash sales). 

• Fee-Splitting Regulations: 
o Fees may be shared between brokers and their employed finders, provided all activities 

comply with state and federal laws. 
• Finder Penalties: 

o Engaging in licensed activities without a real estate license can result in fines of up to 
$20,000 or jail time. 

Slide 4: Types of Referral Relationships 

• Casual Referrals: 
o Friends or past clients who occasionally refer clients without a formal fee. 

• Lead List Sellers: 
o Individuals or businesses selling potential client information as a good or service under 

RESPA exceptions. 
• Bona Fide Employees: 



 
 

 

Week 2 | Real Estate Principles                            2025 - All Rights Reserved  Page 31 of 55 

o Finders formally employed by brokers under written contracts to generate leads. 

Slide 5: Practical Applications for Brokers 

• Utilizing Finders: 
o Employ finders to extend outreach efforts and generate new business opportunities. 
o Ensure finders operate strictly within their legal limits. 

• Finder’s Fee Agreements: 
o Create written agreements specifying the finder’s role and compensation to avoid 

disputes and ensure compliance. 

Slide 6: Risks and Best Practices 

• Risks: 
o Misclassification of finders leading to regulatory violations. 
o Potential liability if finders engage in prohibited activities. 

• Best Practices: 
o Maintain written contracts with finders outlining permissible activities. 
o Regularly educate finders on regulatory and ethical standards. 
o Monitor all activities to ensure compliance with state and federal laws. 

Student Exercise: Chapter 26: Finders: A Non-licensee Referral Service 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Finder 

2. ______ Finder’s Fee 

Definitions: 

(A) Compensation for introducing clients. 

(B) An unlicensed individual referring clients to brokers. 
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Answer Key: Chapter 26 
Slide 1: Key Terms Matching 

1. B 

2. A 

Class Presentation: Chapter 27: The Purchase Agreement 
Slide 1: Key Terms 

• Purchase Agreement: A legally binding contract outlining the terms of a real estate transaction 
between a buyer and seller. 

• Equity Purchase (EP) Agreement: A special purchase agreement for properties in foreclosure, 
used to comply with specific statutory requirements. 

• Price and Terms: The section of the agreement detailing the sales price and financial 
arrangements. 

• Supplemental Property Tax Notice: A required disclosure informing the buyer of potential 
additional property tax bills due to revaluation after the purchase. 

Slide 2: Types of Purchase Agreements 

• One-to-Four Unit Residential Properties: 
o Conventional financing, FHA/VA loans, or seller carrybacks. 
o Often includes extensive disclosures and buyer protections. 

• Commercial and Income Properties: 
o Focuses on financing structures and income potential. 

• Land Acquisition Agreements: 
o Deals with unimproved parcels and may include additional contingencies related to 

development. 

Slide 3: Components of a Purchase Agreement 
1. Identification: 

o Details include buyer and seller names, deposit amount, and property description. 
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2. Price and Terms: 

o Payment structures such as conventional loans, seller financing, or mortgage 
assumptions. 

3. Acceptance and Performance: 

o Deadlines for acceptance, contingencies, and performance obligations for both parties. 

4. Property Conditions: 

o Seller disclosures and buyer inspections regarding physical property conditions. 

5. Closing Conditions: 

o Includes escrow instructions, title insurance, and prorations of taxes or mortgage 
adjustments. 

Slide 4: Additional Disclosures and Notices 

• Gas and Hazardous Liquid Pipelines: 
o A required notice about nearby pipelines and their locations. 

• Environmental Concerns: 
o Disclosure of known hazards such as soil contamination or flooding risks. 

• Agency Relationships: 
o Documentation of broker relationships and fiduciary duties to the buyer and seller. 

Slide 5: Legal Considerations 

• Binding Nature: 
o Once signed, the purchase agreement is enforceable. Breach of contract may result in 

legal consequences. 
• Excluded Provisions: 

o Certain provisions, like time-essence clauses or arbitration requirements, are often 
excluded to minimize litigation risks. 

Slide 6: Broker’s Role in Purchase Agreements 

• Preparation and Presentation: 
o Agents are responsible for drafting the agreement and ensuring compliance with all legal 

requirements. 
• Disclosure Delivery: 
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o Attachments like the Agency Law Disclosure and inspection reports must be provided 
promptly. 

Student Exercise: Chapter 27: The Purchase Agreement 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Equity Purchase (EP) Agreement 

2. ______ Price and Terms 

Definitions: 

(A) Details sales price and financial arrangements. 

(B) Used for properties in foreclosure, with specific statutory requirements. 

Answer Key: Chapter 27 
Slide 1: Key Terms Matching 

1. B 

2. A 

Class Presentation: Chapter 28: Agency Confirmation Provision 
Slide 1: Key Terms 

• Agency Confirmation Provision: A required clause in purchase agreements that declares the 
relationships between the buyer, seller, and the brokers involved in the transaction. 

• Dual Agency: A situation where the broker represents both the buyer and seller, which requires 
full disclosure and written consent from both parties. 

• Buyer’s Agent: A broker employed to act on behalf of the buyer in a real estate transaction. 
• Seller’s Agent: A broker representing the seller in marketing the property and negotiating offers. 
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Slide 2: Agency Roles and Responsibilities 

• Seller’s Agent (Listing Agent):  
o The broker contracted by the seller to list and market their property and negotiate offers 

on their behalf. 
• Buyer’s Agent:  

o Represents the buyer’s interests by finding suitable properties and advising on the 
negotiation process. 

• Dual Agency:  
o Requires transparency, honesty, and written consent from both the buyer and seller, as the 

broker must remain neutral and not favor either party. 

Slide 3: Legal Considerations 

• Disclosure of Agency Relationships:  
o California law requires all parties to acknowledge and confirm their respective agency 

relationships before the transaction is finalized. 
• Informed Consent: 

o Written consent from all parties involved, particularly in dual agency situations, to ensure 
transparency and protection of client interests. 

Student Exercise: Chapter 28: Agency Confirmation Provision 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Agency Confirmation Provision 

2. ______ Dual Agency 

Definitions: 

(A) Requires full disclosure when representing both buyer and seller. 

(B) Declares agency roles in the transaction. 
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Answer Key: Chapter 28 
Slide 1: Key Terms Matching 

1. B 

2. A 

Class Presentation: Chapter 29: The Appraisal Report 
Slide 1: Key Terms 

• Appraisal: A professional’s opinion of a property’s value on a specific date. 
• Appraisal Report: Documentation containing an appraiser’s findings, purpose, scope, and 

valuation methods. 
• Market Value: The estimated price a property would fetch in a competitive market under normal 

conditions. 
• Fair Market Value (FMV): The price agreed upon by a willing buyer and seller with full 

knowledge of the property’s conditions. 
• Comparable Sales: Recent sales data from similar properties used in the appraisal process. 
• Capitalization Rate (Cap Rate): A measure used in the income approach, calculated as Net 

Operating Income divided by the property value. 

Slide 2: The Appraisal Process 
Six Steps: 

1. Identify and define the purpose of the appraisal. 

2. Collect data (general and specific to the property). 

3. Analyze the collected data. 

4. Apply the three valuation approaches: comparison, cost, and income. 

5. Reconcile the approaches to determine the final value. 

6. Prepare the complete appraisal report. 
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Slide 3: The Three Valuation Approaches 
1. Comparison Approach: 

o Based on recent sales of similar properties. 

o Adjustments made for differences in location, amenities, and condition. 

2. Cost Approach: 

o Calculates the cost to rebuild improvements minus depreciation, then adds land value. 

o Useful for unique or new properties. 

3. Income Approach: 

o Evaluates the property’s value based on future income and operating expenses. 

o Often used for commercial or income-generating properties. 

Slide 4: Appraisal Report Components 

• Core Elements: 
o Purpose and scope of the appraisal. 
o Description of the property and neighborhood. 
o Data analysis, including maps and photos. 
o Final valuation with detailed calculations. 
o Appraiser’s qualifications and certification details. 

Slide 5: Importance of Appraisals 

• Loan Approval: 
o Lenders rely on appraisals to confirm the property’s value supports the loan amount. 

• Risk Mitigation: 
o Protect buyers and lenders by ensuring accurate property valuation. 

• Market Assurance: 
o Provides a fair and unbiased estimate of the property’s worth for both buyers and sellers. 

Slide 6: Appraiser Licensing and Independence 
Licensing Levels: 

1. Trainee Appraiser: Supervised practice. 
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2. Residential Appraiser: Valuations for properties up to $1M. 

3. Certified Residential Appraiser: All residential units and smaller commercial properties. 

4. Certified General Appraiser: All property types without limitation. 

Independence: 

o Appraisers must not be influenced to alter valuations. 

o Federal law prohibits coercion or mischaracterization of appraised values. 

Student Exercise: Chapter 29: The Appraisal Report 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Market Value 

2. ______ Appraisal Report 

Definitions: 

(A) A professional’s opinion of a property’s value. 

(B) Document detailing appraiser findings and valuation methods. 

Answer Key: Chapter 29 
Slide 1: Key Terms Matching 

1. A 

2. B 
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Class Presentation: Chapter 30: Escrow, the Way to Perform 
Slide 1: Key Terms 

• Escrow: A process employing a neutral third party to hold funds and documents to ensure all 
transaction conditions are met before closing. 

• Escrow Instructions: Written directives provided by the buyer and seller outlining the terms to be 
fulfilled for the transaction to close. 

• Escrow Officer: A licensed individual responsible for managing the escrow process, ensuring 
compliance with the instructions. 

• Good Faith Deposit: A deposit made by the buyer to show commitment to the purchase, held in 
escrow until closing or returned if conditions are unmet. 

• Proration: The division of property-related expenses (e.g., taxes, utilities) between buyer and 
seller based on the closing date. 

Slide 2: The Role of Escrow 

• Neutral Third Party: 
o Manages the exchange of money, title, and documents between buyer and seller. 

• Secure Process: 
o Protects both parties by ensuring transaction conditions are met before funds and property 

are transferred. 
• Facilitates Closing: 

o Coordinates with agents, lenders, and title companies to finalize the transaction. 

Slide 3: Escrow Instructions and Officer Responsibilities 

• Escrow Instructions: 
o Written agreements by both parties to guide the escrow officer on transaction 

requirements. 
o Must align with the purchase agreement to avoid disputes or delays. 

• Escrow Officer’s Duties: 
o Collect funds, property reports, and title documents. 
o Prepare and distribute required documents. 
o Handle disbursements once conditions are met. 
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Slide 4: Proration and Closing Adjustments 

• Prorations: 
o Allocates ongoing expenses (e.g., property taxes, insurance, rents) between buyer and 

seller as of the closing date. 
o Example: Property taxes are prorated based on the fiscal year (July 1 - June 30) to 

determine credits or charges. 
• Adjustments: 

o Credits for prepaid amounts or charges for unpaid expenses up to the closing date are 
calculated. 

Slide 5: Legal Considerations 

• Statute of Frauds: 
o Requires both the purchase agreement and escrow instructions to be in writing to be 

enforceable. 
• Escrow Modifications: 

o Amendments to the instructions must be signed by both parties to be binding. 
• Interpleader Action: 

o If disputes arise over funds, escrow companies may deposit the funds with the court to 
avoid liability. 

Slide 6: Escrow Challenges and Solutions 

• When Escrow Fails to Close: 
o Buyer’s good faith deposit is returned unless a legitimate claim is made by the seller. 
o Treble damages may apply for wrongful refusal to release funds. 

• Dispute Resolution: 
o Agents and escrow officers collaborate to mediate and resolve conflicts. 

Student Exercise: Chapter 30: Escrow, the Way to Perform 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Escrow 
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2. ______ Escrow Instructions 

Definitions: 

(A) A neutral process ensuring contract performance. 

(B) Directions outlining the duties of escrow parties. 

Answer Key: Chapter 30 
Slide 1: Key Terms Matching 

1. A 

2. B 

Class Presentation: Chapter 31: Basics of California Real Estate Law 
Slide 1: Key Terms 

• Common Law: A legal system based on judicial precedents, referred to as “judge-made law,” 
influencing property rights and contract enforcement in California. 

• Civil Law: A system emphasizing codified statutes over case-by-case decisions, influencing 
Spanish land grants and water rights in California. 

• Police Power: Authority enabling the state and local governments to regulate land use, zoning, 
and building safety for public welfare. 

• Eminent Domain: The government's right to acquire private property for public use, with fair 
compensation to the owner. 

• Escheat: The process where property reverts to the state when an owner dies without legal heirs. 

Slide 2: Historical Influences 

• English Common Law: 
Adopted in 1850, provides a precedent-based framework for resolving real estate disputes in 
California. 

• Spanish Civil Law: 
Influences include land titles based on Spanish/Mexican grants recognized through the Treaty of 
Guadalupe Hidalgo. 
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o Land commission established chain of title practices. 
o Public land ownership was determined for state and federal use. 

Slide 3: Powers Governing Real Estate (Mnemonic: PETE) 
1. Police Power: 

o Regulates zoning, traffic, health, and safety laws for the public good. 

o Must meet fairness, legitimate interest, and federal compliance criteria. 

2. Eminent Domain: 

o Used for public projects like highways, parks, and flood control. 

o Compensation determined by fair market value (FMV) during condemnation. 

3. Taxation: 

o Funds state/local governance through property taxes and other real estate-related levies. 

4. Escheat: 

o Ensures property without heirs returns to public control for productive use. 

Slide 4: Administrative Agencies in Real Estate 

• Role of Agencies: 
o Handle specialized areas such as rent control, fair housing, and zoning enforcement. 

• Powers of Agencies: 
o Legislative: Create regulations. 
o Executive: Enforce laws. 
o Judicial: Resolve disputes. 

• Example: Rent control boards enforce compliance and settle disputes between landlords and 
tenants. 

Slide 5: Federal vs. State Regulation 

• Federal Preemption: 
o Federal laws override state/local laws when broader federal interests exist. 

• Concurrent Regulation: 
o Both levels can regulate areas like fair housing, with state laws adding protections 

beyond federal standards. 
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Slide 6: Legal and Procedural Safeguards 

• Due Process in Eminent Domain: 
o Guarantees property owners fair compensation and notification. 

• Statute of Frauds: 
o Requires real estate agreements, such as leases exceeding one year, to be in writing to be 

enforceable. 
• Precedent and Stare Decisis: 

o Ensures consistency by relying on earlier judicial decisions for similar cases. 

Student Exercise: Chapter 31: Basics of California Real Estate Law 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Fiduciary Duty 

2. ______ Real Estate Law 

Definitions: 

(A) Obligates brokers to act in the client’s best interests. 

(B) Rules governing real estate practices in California. 

Answer Key: Chapter 31 
Slide 1: Key Terms Matching 

1. A 

2. B 
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Class Presentation: Chapter 32: The Real Estate Exists 
Slide 1: Key Terms 

• Real Estate: Land and anything permanently affixed to it, including buildings, fixtures, and 
improvements. 

• Personal Property: Movable items not permanently attached to the land, such as furniture or trade 
fixtures. 

• Appurtenant Rights: Rights tied to the land, such as easements, access rights, and water rights, 
that transfer with ownership. 

• Riparian Rights: The right of a property owner to use water from an adjacent river, stream, or 
natural watercourse. 

• Fixture: Personal property that becomes part of the real estate when permanently attached, such 
as built-in cabinets. 

• Trade Fixture: Personal property installed by a tenant for business purposes, removable at the 
end of a lease. 

• Profit a Prendre: The right to remove resources like minerals, timber, or crops from another's 
land. 

Slide 2: Real Estate vs. Personal Property 

• Physical Characteristics: 
o Real estate includes land, airspace, subsurface rights, and fixtures. 
o Personal property is movable and not permanently affixed. 

• Severance and Conversion: 
o Real estate can be severed (e.g., minerals removed become personal property). 

• Fixtures and Trade Fixtures: 
o Fixtures are part of the property and convey with it during a sale. 
o Trade Fixtures remain personal property and are removable by tenants. 

Slide 3: Components of Real Estate 

• Physical Components: 
o Land, including soil, rocks, and other natural elements. 
o Structures affixed to the land, such as homes or commercial buildings. 
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• Appurtenant Features: 
o Rights of ingress and egress (entry and exit). 
o Easements for shared access or utilities. 

• Vertical Boundaries: 
o Real estate extends downward to the earth’s core and upward to reasonable airspace 

limits. 

Slide 4: Legal and Functional Aspects 

• Fractional Ownership: 
o Ownership can be divided by time (e.g., timeshares) or space (e.g., mineral rights and 

surface rights). 
• Encumbrances: 

o Liens, easements, and other legal interests affecting real estate. 
• Water Rights: 

o Riparian Rights: Rights for properties bordering watercourses. 
o Appropriation: The right to divert water for use. 

Slide 5: Fixtures and Trade Fixtures 

• Determination of Fixture Status (MARIA): 
o (M) anner of attachment. 
o (A) greement between parties. 
o (R) elationship of the parties. 
o (I) ntention of the party attaching the item. 
o (A) daptability to the real estate's use. 

• Trade Fixtures: 
o Must be essential to the tenant’s business and removable without significant damage to 

the property. 

Slide 6: Appurtenant Rights 

• Easements: 
o Rights to use another property for a specific purpose, such as shared driveways. 

• Lateral and Subjacent Support: 
o Adjacent property owners must maintain structural integrity to avoid property collapse. 

• Incidental Rights: 
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o Includes rights like sunlight access for solar panels, often established as easements. 

Slide 7: Real Estate and Resource Ownership 

• Mineral Rights: 
o Separate ownership of subsurface resources (e.g., oil, gas, minerals). 
o Profit a Prendre allows removal of these resources. 

• Airspace Rights: 
o Limited to the airspace, necessary for reasonable use of the property. 

Student Exercise: Chapter 32: The Real Estate Exists 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Real Estate 

2. ______ Personal Property 

3. ______ Appurtenant Rights 

Definitions: 

(A) Rights tied to the land, such as easements and water access. 

(B) Movable items not permanently attached to land. 

(C) Land and anything permanently affixed to it. 

Answer Key: Chapter 32 
Slide 1: Key Terms Matching 

1. C 

2. B 

3. A 
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Class Presentation: Chapter 33 Title: Fee vs. Leasehold 
Slide 1: Key Terms 

• Fee Estate: The highest and most complete form of property ownership, allowing indefinite 
control, transfer, and use of real estate. 

• Leasehold Estate: A tenant’s right to occupy and use real estate for a specified duration under a 
lease, with no ownership interest. 

• Estate at Will: A tenancy without a fixed term, terminable at any time by either the landlord or 
tenant. 

• Ground Lease: A long-term lease where the tenant rents the land and may build structures, often 
used in commercial real estate. 

• Reversionary Interest: The right of possession returns to the property owner after a lease or life 
estate ends. 

Slide 2: Fee Estates vs. Leasehold Estates 

• Fee Estates (Ownership): 
o Full ownership rights, including selling, leasing, or encumbering the property. 
o Includes both fee simple absolute (unconditional ownership) and fee simple defeasible 

(ownership with conditions). 
o Grants ownership of land, subsurface rights, and airspace. 

• Leasehold Estates (Possession): 
o Grants tenants the right to occupy but not own real property. 
o Commonly used for rental agreements with defined terms and conditions. 

Slide 3: Types of Leasehold Estates 

• Fixed-Term Tenancy: 
o Set for a specific period (e.g., one year), automatically ending unless renewed. 

• Periodic Tenancy: 
o Renews automatically at regular intervals (e.g., month-to-month) unless terminated with 

proper notice. 
• Tenancy at Will: 

o Flexible arrangement with no fixed end date, terminable by either party. 
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• Tenancy at Sufferance: 
o Occurs when a tenant remains after a lease expires without the landlord’s consent. 

Slide 4: Leasehold Agreements and Special Considerations 

• Ground Lease: 
o Tenants rent the land to construct buildings or make improvements. 
o Often long-term and used for developments like shopping centers. 

• Master Lease: 
o Allow the tenant to sublease parts of the property to others. 
o Common in commercial real estate. 

Slide 5: Legal Rights and Responsibilities 

• Landlord Responsibilities: 
o Maintain property in habitable condition. 
o Honor lease agreements and provide peaceful possession. 

• Tenant Rights: 
o Peaceful enjoyment and exclusive possession of leased property. 
o Compliance with lease terms, including rent payment and property care. 

• Termination of Leases: 
o At lease expiration, tenants generally vacate, and any improvements typically revert to 

the landlord unless agreed otherwise. 

Student Exercise: Chapter 33: Title: Fee vs. Leasehold 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Fee Estate 

2. ______ Leasehold Estate 

Definitions: 

(A) Tenant’s right to use real estate for a specific term without ownership. 

(B) Full ownership rights, including the ability to sell, lease, or encumber property. 
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Answer Key: Chapter 33 
Slide 1: Key Terms Matching 

1. B 

2. A 

Class Presentation: Chapter 34: The Tenancies in Real Estate 
Slide 2: Key Terms 

• Holdover Rent: Rent paid by a tenant who remains in possession of the property after the lease 
term has expired without a new agreement. 

• Rental Agreement: A short-term, flexible agreement between a landlord and tenant outlining the 
terms of occupancy. 

• Holdover Tenant: A tenant who continues to occupy the property after the lease expires, often 
without the landlord's consent. 

• Trespasser: An individual occupying a property without legal permission. 
• Lease Agreement: A legally binding contract granting a tenant the right to occupy property for a 

specified term. 
• Unlawful Detainer (UD): The legal action taken by a landlord to evict a tenant who remains on 

the property without legal right. 

Slide 3: Types of Tenancies 

• Fixed-Term Tenancy: 
o Set duration (e.g., one year). 
o Automatically terminates unless renewed or extended. 
o Requires a written agreement for terms longer than one year under the Statute of Frauds. 

• Periodic Tenancy: 
o Automatically renews for successive periods (e.g., month-to-month). 
o Can be terminated with proper notice by either party. 

• Tenancy-at-Will: 
o No fixed duration or written agreement. 
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o Can be terminated at any time with reasonable notice by either party. 
• Tenancy-at-Sufferance: 

o Occurs when a tenant retains possession after the lease expires without consent. 
o The tenant is considered a holdover and may face eviction. 

Slide 4: Establishing and Terminating Tenancies 

• Establishment: 
o Created through written agreements, oral agreements, or the landlord’s conduct (grant). 
o Without a grant, the occupant is considered a trespasser. 

• Termination: 
o Fixed-Term Tenancy: Ends automatically on expiration unless renewed. 
o Periodic Tenancy: Requires notice based on the length of the period (e.g., 30-day notice 

for month-to-month). 
o Tenancy-at-Will: Requires reasonable notice from either party. 
o Tenancy-at-Sufferance: Terminated through an Unlawful Detainer action. 

Slide 5: Handling Holdover Tenants and Trespassers 

• Holdover Tenants: 
o May be converted to a periodic tenancy if rent is accepted after lease expiration. 
o Otherwise, they are subject to eviction through Unlawful Detainer. 

• Trespassers: 
o Occupants without legal right to possession. 
o Removed through legal proceedings, such as filing a trespass or Unlawful Detainer 

action. 

Slide 6: Legal Remedies and Eviction Process 

• Unlawful Detainer (UD): 
o The primary legal tool for evicting holdover tenants. 
o Requires the landlord to serve notice and follow proper legal procedures. 

• Eviction Process: 
o Initiated when the tenant unlawfully retains possession after notice. 
o May involve court proceedings and enforcement by a sheriff. 
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Class Presentation: Chapter 35: Tenant Leasehold Improvements 
Slide 1: Key Terms 

• Further Improvements Provision: A clause in a lease that specifies whether a tenant may make 
improvements to the property during their tenancy, often requiring the landlord’s consent. 

• Mechanic’s Lien: A legal claim against the property by a contractor or supplier who performed 
work or provided materials for improvements on the property but has not been paid. 

• Notice of non-responsibility: A legal notice filed by a landlord to protect themselves from 
liability if a tenant contracts for improvements on the property without the landlord's consent. 

• Permissive Improvement: An improvement made by a tenant with the express or implied consent 
of the landlord, typically outlined in the lease agreement. 

• Real Estate Fixture: Personal property that has been permanently attached to the property, such 
as lighting or built-in appliances, which typically become part of the property. 

• Reversion: The return of property rights to the landlord at the end of the lease, including any 
improvements made by the tenant that are considered part of the property. 

• Tenant Improvements: Modifications or improvements made to a leased property by the tenant to 
better suit their needs, often with the landlord's approval. 

• Trade Fixture: Equipment or personal property installed by a tenant for use in their business, 
which typically remains the tenant's property and can be removed at the end of the lease. 

Slide 2: Types of Tenant Improvements 

• Permissive Improvements: 
Improvements that the tenant is allowed to make with the landlord's consent. These might 
include cosmetic changes like painting or structural alterations. 

• Trade Fixtures: 
Items installed by a tenant for use in their business (e.g., restaurant equipment). These are 
typically removable by the tenant when the lease ends. 

Slide 3: Landlord and Tenant Rights 

• Landlord's Rights: 
The landlord retains ownership of the property, including any permanent improvements made by 
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the tenant unless the lease specifies otherwise. They may file a notice of non-responsibility to 
avoid being liable for unauthorized improvements. 

• Tenant's Rights: 
Tenants have the right to make improvements within the limits set by the lease. Any trade 
fixtures or non-permanent additions may be removed at the end of the lease. 

Slide 4: Legal Considerations 

• Mechanic’s Lien: 
Contractors who perform work on the tenant's improvements may file a lien if they are not paid. 
Landlords should be aware of the potential for mechanic's liens on their property. 

• Reversion: 
Any permanent improvements made by the tenant that are not removable revert to the landlord’s 
ownership when the lease ends unless otherwise agreed in the lease. 

Student Exercise: Chapter 34: The Tenancies in Real Estate 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Periodic Tenancy 

2. ______ Tenancy-at-Sufferance 

Definitions: 

(A) Automatically renews for successive periods unless terminated with notice. 

(B) Tenant remains on property after the lease expires without landlord consent. 

Answer Key: Chapter 34 
Slide 1: Key Terms Matching 

1. A 

2. B 
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Student Exercise: Chapter 35: Tenant Leasehold Improvements 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Mechanic’s Lien 

2. ______ Reversion 

Definitions: 

(A) Unpaid contractors’ legal claim on property. 

(B) Property rights return to the landlord at lease end. 

Answer Key: Chapter 35 
Slide 1: Key Terms Matching 

1. A 

2. B 

Class Presentation: Chapter 36: Water Rights 
Slide 1: Key Terms 

• Overlying Right: A landowner’s right to use groundwater beneath their property for reasonable 
and beneficial purposes, primarily for the landowner’s use. 

• Prescriptive Right: A legal right to use water acquired through continuous, open, and notorious 
use over a statutory period, often without the original owner's consent. 

• Riparian Land: Land that is adjacent to a natural watercourse such as a river, stream, or lake, 
which typically comes with certain rights to access and use the water. 

• Riparian Right: The right of a landowner whose property borders a natural watercourse to 
reasonably use the water for domestic, agricultural, or recreational purposes, so long as the use 
does not harm other riparian owners. 
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• State Water Resources Control Board: The California state agency responsible for managing and 
regulating water rights, water quality, and water use to ensure equitable and sustainable 
distribution of water resources. 

Slide 2: Types of Water Rights 

• Riparian Rights: 
Apply to landowners whose property borders a watercourse. They have the right to reasonable 
use of the water but cannot divert or significantly alter the watercourse to the detriment of others. 

• Overlying Rights: 
Landowners have priority rights to the groundwater beneath their land for reasonable use, 
primarily for agricultural or personal needs, above any other types of water rights. 

• Prescriptive Rights: 
Acquired through continuous and notorious use of water for a statutory period, often 5-10 years, 
without the permission of the original rights holder. This type of right must typically be 
confirmed by a court. 

Slide 3: Regulation and Legal Considerations 

• State Water Resources Control Board: 
Oversees water rights permits and usage regulations in California. The board ensures that water 
usage is compliant with state laws and is distributed equitably, particularly during periods of 
drought or water scarcity. 

• Water Disputes: 
Disputes over water rights, especially between riparian owners or users claiming prescriptive 
rights, often require legal resolution and oversight by the State Water Resources Control Board. 

Student Exercise: Chapter 36: Water Rights 
Slide 1: Key Terms 

Match the key terms with their definitions: 

1. ______ Overlying Rights 

2. ______ Riparian Rights 

3. ______ Prescriptive Rights 
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Definitions: 

(A) Acquired through continuous, open use over time without the owner’s consent. 

(B) Right to groundwater beneath the property for reasonable use. 

(C) Right to reasonable water use for properties bordering natural water courses. 

Answer Key: Chapter 36 
Slide 1: Key Terms Matching 

1. B 

2. C 

3. A 
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